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IMPORTANT

IMPORTANT: If you are in doubt about any of the contents of this document, you should obtain independent professional advice.
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(incorporated in the Cayman Islands with limited liability)

GLOBAL OFFERING

Number of Offer Shares under the Global Offering : 300,000,000 Shares (subject to the Over-allotment
Option)

Number of Hong Kong Public Offer Shares 30,000,000 Shares (subject to reallocation)

Number of International Offering Shares : 270,000,000 Shares (subject to reallocation and the
Over-allotment Option)

HK$2.98 per Offer Share plus brokerage of 1%, SFC
transaction levy of 0.0027% and Stock Exchange
trading fee of 0.005% (payable in full on application
in Hong Kong dollars, subject to refund)

Nominal Value HK$0.00001 per Share

Stock Code . 1969
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Maximum Offer Price

Sole Sponsor
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Hong Kong Exchanges and Clearing Limited, The Stock Exchange of Hong Kong Limited and Hong Kong Securities Clearing Company Limited take
no responsibility for the contents of this document, make no representation as to its accuracy or completeness and expressly disclaim any liability
whatsoever for any loss howsoever arising from or in reliance upon the whole or any part of the contents of this document.

A copy of this document, having attached thereto the documents specified in the paragraph headed “Documents Delivered to the Registrar of
Companies” in Appendix VI to this document, has been registered by the Registrar of Companies in Hong Kong as required by section 342C of the
Companies (Winding Up and Miscellaneous Provisions) Ordinance (Chapter 32 of the Laws of Hong Kong). The Securities and Futures Commission
and the Registrar of Companies in Hong Kong take no responsibility for the contents of this document or any other document referred to above.

The Offer Price is expected to be fixed by agreement between the Joint Global Coordinators (for themselves and on behalf of the Underwriters) and
our Company on the Price Determination Date. The Price Determination Date is expected to be on or around Thursday, 6 September 2018 and, in any
event, not later than Wednesday, 12 September 2018. The Offer Price will be not more than HK$2.98 and is currently expected to be not less than
HK$2.08. If, for any reason, the Offer Price is not agreed by Wednesday, 12 September 2018 between the Joint Global Coordinators (for themselves
and on behalf of the Underwriters) and our Company, the Global Offering will not proceed and will lapse.

The obligations of the Hong Kong Underwriters under the Hong Kong Underwriting Agreement are subject to termination by the Joint Global
Coordinators (on behalf of the Underwriters) if certain grounds arise prior to 8:00 a.m. on the Listing Date. See the section headed “Underwriting —
Underwriting Arrangements and Expenses — Hong Kong Public Offering — Grounds for termination” in this document.

Prior to making an investment decision, prospective investors should consider carefully all of the information set out in this document, including the
risk factors set out in the section headed “Risk Factors” in this document. It is important that you refer to that section for further details.

The Offer Shares have not been and will not be registered under the U.S. Securities Act or any state securities law in the United States and may not
be offered, sold, pledged or transferred within the United States or to, or for the account or benefit of U.S. persons (as defined in Regulation S) except
in transactions exempt from, or not subject to, the registration requirements of the U.S. Securities Act. The Offer Shares are being offered and sold
outside the United States in offshore transactions in accordance with Regulation S.

31 August 2018



EXPECTED TIMETABLEY

If there is any change in the following expected timetable of the Hong Kong Public Offering, we will issue
an announcement in Hong Kong to be published in English in the South China Morning Post and in

Chinese in Hong Kong Economic Times.

Latest time to complete electronic applications under White Form eIPO
service through the designated website www.eipo.com.hk®

Application lists of the Hong Kong Public Offering open®®’

Latest time to lodge White and Yellow Application Forms

Latest time to give electronic application instructions to HKSCC .. .|

Latest time to complete payment of White Form eIPO applications
by effecting Internet banking transfer(s) or PPS payment transfer(s).... ..

Application lists of the Hong Kong Public Offering close

Expected Price Determination Date™ ... .......... ... ... ... ... ......

(1) Announcement of:
. the Offer Price;

. an indication of the level of interest in the International
Offering;

. the level of applications in the Hong Kong Public Offering; and
. the basis of allocation of the Hong Kong Public Offer Shares
to be published in the South China Morning Post (in English) and
Hong Kong Economic Times (in Chinese) and on the websites of the

Stock Exchange at www.hkexnews.hk and our Company at
www.chunlaiedu.com on or before™ ............. ... ... ... ... ... ...

(2) Announcement of results of allocations in the Hong Kong Public
Offering (including successful applicants’ identification document
numbers, where appropriate) to be available through a variety of
channels including the websites of the Stock Exchange at
www.hkexnews.hk and our Company’s website at www.chunlaiedu.com
(see the section headed “How to Apply for Hong Kong Public Offer
Shares — 11. Publication of Results” in this prospectus) from

(3) A full announcement of the Hong Kong Public Offering containing
(1) and (2) above to be published on the website of the Stock Exchange
at www.hkexnews.hk”’ and our Company’s website at
www.chunlaiedu.com® from

11:30 a.m. on Wednesday,
5 September 2018

11:45 a.m. on Wednesday,
5 September 2018

12:00 noon on Wednesday,
5 September 2018

12:00 noon on Wednesday,
5 September 2018

12:00 noon on Wednesday,
5 September 2018

12:00 noon on Wednesday,
5 September 2018

Thursday,
6 September 2018

Wednesday,
12 September 2018

Wednesday,
12 September 2018

Wednesday,
12 September 2018



EXPECTED TIMETABLEY

Results of allocations for the Hong Kong Public Offering will be
available at www.iporesults.com.hk (alternatively: English
https://www.eipo.com.hk/en/Allotment; Chinese

https://www.eipo.com.hk/zh-hk/Allotment) with a

“search by ID” function on .......... ... ... . ... . .. . Wednesday,

12 September 2018

Dispatch of Share certificates in respect of wholly or partially successful

(6)

applications pursuant to the Hong Kong Public Offering on or before'™ . .. Wednesday,

12 September 2018

Dispatch of White Form e-Refund payment instructions/refund cheques on
or before ) Wednesday,

12 September 2018

Dealings in Shares on the Stock Exchange to commence at 9:00 a.m. on . . Thursday,

Notes:

(1
2

3)

(C))

(5)

(6)

N

(®)
©))

13 September 2018

All times and dates refer to Hong Kong local time and date, except as otherwise stated.

You will not be permitted to submit your application through the designated website at www.eipo.com.hk after 11:30 a.m.
on the last day for submitting applications. If you have already submitted your application and obtained a payment reference
number from the designated website prior to 11:30 a.m., you will be permitted to continue the application process (by
completing payment of application monies) until 12:00 noon on the last day for submitting applications, when the application
lists close.

If there is a tropical cyclone warning signal number 8 or above, or a “black” rainstorm warning at any time between 9:00 a.m.
and 12:00 noon on Wednesday, 5 September 2018, the application lists will not open on that day. See the section headed “How
to Apply for Hong Kong Public Offer Shares — 10. Effect of Bad Weather on the Opening of the Application Lists” in this
prospectus.

Applicants who apply for Hong Kong Public Offer Shares by giving electronic application instructions to HKSCC should
refer to the section headed “How to Apply for Hong Kong Public Offer Shares — 6. Applying by Giving Electronic
Application Instructions to HKSCC via CCASS” in this prospectus.

The Price Determination Date is expected to be on or around Thursday, 6 September 2018, and, in any event, not later than
Wednesday, 12 September 2018, or such other date as agreed between parties. If, for any reason, the Offer Price is not agreed
between the Joint Global Coordinators (for themselves and on behalf of the Underwriters) and our Company by Wednesday,
12 September 2018, or such other date as agreed between parties, the Global Offering will not proceed and will lapse.
Share certificates are expected to be issued on Wednesday, 12 September 2018 but will only become valid provided that the
Global Offering has become unconditional in all respects and neither of the Underwriting Agreements has been terminated
in accordance with its terms, which is scheduled to be at around 8:00 a.m. on Thursday, 13 September 2018. Investors who
trade Shares on the basis of publicly available allocation details before the receipt of share certificates and before they become
valid do so entirely of their own risk.

The announcement will be available for viewing on the “Main Board — Allotment of Results” page on the Stock Exchange’s
website at www.hkexnews.hk and our Company’s website at www.chunlaiedu.com.

None of the websites or any of the information contained on the website forms part of this prospectus.

e-Refund payment instructions/refund cheques will be issued in respect of wholly or partially unsuccessful applications and
in respect of wholly or partially successful applications if the Offer Price is less than the price per Offer Share payable on
application.

The above expected timetable is a summary only. You should read carefully the sections headed
“Underwriting”, “Structure of the Global Offering” and “How to Apply for Hong Kong Public Offer
Shares” in this prospectus for details relating to the structure of the Global Offering, procedures on

the applications for Hong Kong Public Offer Shares and the expected timetable, including
conditions, effect of bad weather and the dispatch of refund cheques and Share certificates.
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SUMMARY

This summary aims to give you an overview of the information contained in this document. As this is a
summary, it does not contain all the information that may be important to you. You should read the entire
document before you decide to invest in the Offer Shares. There are risks associated with any investment.
Some of the particular risks in investing in the Offer Shares are set out in the section headed “Risk
Factors” in this document. You should read that section carefully before you decide to invest in the Offer
Shares.

OVERVIEW

We are a leading provider of private higher education in China. We ranked first in Central China and fourth
nationwide among providers of private higher education as measured by total student enrolment in the
2017/2018 school year, according to Frost & Sullivan. Since our inception in 2004, we have grown to
operate three colleges in Henan Province, namely Shangqiu University, Anyang University and Shangqiu
University Kaifeng Campus, and participate in the operation of one college in Hubei Province, namely
Hubei College. The total student enrolment of our colleges increased from 29,673 for the 2014/2015
school year to 45,210 for the 2017/2018 school year, while Hubei College has a total student enrolment
of 7,789 for the 2017/2018 school year. We believe that we have strong potential to further grow our
business, and the private higher education market in China presents many market opportunities. According
to Frost & Sullivan, in 2017, the total revenue and the total number of student enrolments of private higher
education market in China accounted for 9.8% and 22.8% of that of higher education market in China,
respectively. Central China is a densely populated and fast-developing region. In particular, Henan
Province had the largest registered population and generated the fifth largest GDP among all provinces in
China in 2017, according to Frost & Sullivan. In 2017, the total revenue and the total number of student
enrolments of private higher education market in Central China accounted for 11.9% and 24.0% of that
of higher education market in Central China, respectively, according to Frost & Sullivan. To capture these
growth opportunities, each of our current colleges in Henan Province has acquired or is in the process of
acquiring additional land and other resources to further expand its student enrolment.

Our employment-oriented curricula are focused on equipping our students with practicable skills that meet
the demand of economic development in China. The effectiveness of our practical curricula and training
programmes is reflected in our high graduate employment rates. For the 2014/2015, 2015/2016 and
2016/2017 school years, the average initial employment rate of our higher education programmes was
96.1%, 96.4% and 94.1%, respectively, substantially above the overall average for higher education in
China, which was between 77.4% and 78.4% from 2013 through 2017, according to Frost & Sullivan.

We experienced significant growth in our revenue and profit during the Track Record Period. Our revenue
increased from RMB336.3 million for the year ended 31 August 2015 to RMB378.6 million for the year
ended 31 August 2016, and further to RMB460.9 million for the year ended 31 August 2017. We had a loss
of RMB62.8 million for the year ended 31 August 2015, and a profit of RMB109.8 million for the year
ended 31 August 2016, which increased to RMB151.6 million for the year ended 31 August 2017. Our
adjusted net profit increased from RMB76.1 million for the year ended 31 August 2015 to RMBS88.2
million for the year ended 31 August 2016, and further to RMB154.7 million for the year ended 31 August
2017. For the six months ended 28 February 2018, our revenue was RMB243.8 million, our profit was
RMB58.7 million, and our adjusted net profit was RMB70.5 million. See the section headed “Financial
Information — Non-IFRS Measure” in this document for further information on our adjusted net profit. For
the year ended 31 August 2017 and the six months ended 28 February 2018, Hubei College recorded
revenue of RMB95.4 million and RMB49.9 million, respectively, and a profit of RMB27.5 million and
RMB10.4 million, respectively.

OUR COLLEGES

We currently own and operate three colleges in Henan Province, namely (i) Shangqiu University, a Private
HEI; (ii) Anyang University, a Private HEI; and (iii) Shangqiu University Kaifeng Campus, a branch
college (T%’E’E’%) of Shangqiu University. As of the Latest Practicable Date, we participated in the
operation of Hubei College, an independent college of Yangtze University in Hubei Province and were in
the process of acquiring its sponsor interest.

Unless otherwise indicated, information presented in this “Our Colleges” section relates to the three
colleges currently owned and operated by us. See also the section headed “— Additional College to Be
Acquired by Our Group” below for information on Hubei College.

The following table sets forth a breakdown of our revenue by nature for the periods indicated:
For the six months ended

For the year ended 31 August 28 February
2015 2016 2017 2017 2018
RMB % RMB % RMB % RMB % RMB %
(in thousands, except percentages)
(unaudited)
Tuition fees .......... 301,689 89.7 340,822 90.0 415,686 90.2 206,369 89.6 217,326 89.1
Boarding fees......... 34,563 10.3 37,810 10.0 45,203 9.8 24,076 10.4 26,471 10.9
Total................ 336,252 100.0 378,632 100.0 460,889  100.0 230,445 100.0 243,797  100.0
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The following table sets forth a breakdown of our revenue by college for the periods indicated:
For the six months ended

For the year ended 31 August 28 February
2015 2016 2017 2017 2018
RMB % RMB % RMB % RMB % RMB %
(in thousands, except percentages)
(unaudited)

Shangqiu University ... 182,764 544 188,201 49.7 197,957 43.0 98,979 43.0 99,136 40.7

Anyang University .... 138,685 412 163,141 43.1 205,357 44,5 102,679 44.5 103,635 42.5
Shangqiu University

Kaifeng Campus .. .. 14,803 4.4 27,290 1.2 57,575 12.5 28,787 12.5 41,026 16.8

Total................ 336,252 100.0 378,632 100.0 460,889  100.0 230,445 100.0 243,797  100.0

The following table sets forth the gross profit and gross profit margin of each of our colleges for the
periods indicated:

Gross profit Gross profit margin

For the year ended For the six months For the year ended For the six months

31 August ended 28 February 31 August ended 28 February
2015 2016 2017 2017 2018 2015 2016 2017 2017 2018

(in thousands of RMB) (%)
(unaudited) (unaudited)
Shangqiu University.. 119,592 116,708 118,898 60,155 49,201 65.4 62.0 60.1 60.8 49.6
Anyang University ... 86,013 109,268 142,402 68,812 68,936 62.0 67.0 69.3 67.0 66.5
Shangqiu University

Kaifeng Campus . .. 2,746 7,734 29,546 14,675 24,478 18.6 28.3 51.3 51.0 59.7

Shangqiu University Kaifeng Campus had lower gross profit margin as compared with Shangqiu
University and Anyang University during the Track Record Period primarily because of the generally
lower utilisation rate of Shangqiu University Kaifeng Campus. The gross profit margin of Shangqiu
University Kaifeng Campus increased for the six months ended 28 February 2018 notwithstanding the
increase in teaching staff costs during such period was primarily a result of a large increase in student
number that outweighed the effect of increase in teaching staff costs.

Enrolment, Capacity and Utilisation

The table below sets forth enrolment statistics of our colleges for the school years indicated:
Student enrolment™ for the school year

2014/2015 2015/2016 2016/2017 2017/2018

Shangqiu University

Bachelor’s degree programmes . ....... 10,532 10,598 10,052 9,776
Junior college to bachelor’s degree
transfer programmes .. ............. 458 626 1,010 1,150
Junior college diploma programmes(z) .. 5,114 6,725 6,354 5,717
Vocational education programmes®’ . . .. 1,040 554 1,978 2,606
School subtotal .................... 17,144 18,503 19,394 19,249
Anyang University
Bachelor’s degree programmes ........ 8,816 10,036 11,783 11,512
Junior college to bachelor’s degree
transfer programmes ... ............ 795 695 1,474 1,680
Junior college diploma programmes . . .. 1,796 3,026 3,472 3,529
Vocational education programmes®® - - 1,622 2.803
School subtotal .................... 11,407 13,757 18,351 19,524
Shangqiu University Kaifeng Campus
Bachelor’s degree programmes® ... ... 946 1,818 3,637 4,995
Junior college to bachelor’s degree
transfer programmes® . ... ... ... ... - - — 396
Junior college diploma programmes” . . 176 397 812 1,046
School subtotal .................... 1,122 2,215 4,449 6,437
Total ......... .. .. .. .. .. . ... 29,673 34,475 42,194 45,210

Notes:

(1)  As our school year typically ends in late June or early July, we present student enrolment statistics as of 30 June for the
2014/2015, 2015/2016 and 2016/2017 school years. We present student enrolment statistics as of 28 February for the
2017/2018 school year.

(2) Including (i) students enrolled in junior college diploma programmes and (ii) students enrolled in the last three years of
combined vocational education and junior college diploma programmes.

2
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(3) Including (i) students enrolled in vocational education programmes and (ii) students enrolled in the first two years of
combined vocational education and junior college diploma programmes.

4) Anyang University started its vocational education programmes and combined vocational education and junior college
diploma programmes in 2016.

(5) Shangqiu University Kaifeng Campus started its bachelor’s degree programmes in 2013. Consequently, the 2016/2017 school
year was the first school year when it had students enrolled in all four class years of its bachelor’s degree programmes.

(6) Shangqiu University Kaifeng Campus started its junior college to bachelor’s degree transfer programmes in 2017.

(7) Shangqiu University Kaifeng Campus started its junior college diploma programmes in 2013. Consequently, the 2015/2016
school year was the first school year when it had students enrolled in all three class years of its junior college diploma
programmes.

For the 2017/2018 school year, students enrolled in bachelor’s degree programmes of Shangqiu University
and Anyang University decreased slightly from the previous school years because we allocated part of
their admission quotas to Shangqiu University Kaifeng Campus, as approved by or filed with relevant
local education authorities.

The table below sets forth information relating to the capacity and utilisation rate of each of our colleges
for the school years indicated:

Capacity® for the school year Utilisation rate® for the school year
2014/ 2015/ 2016/ 2017/ 2014/ 2015/ 2016/ 2017/
2015 2016 2017 2018 2015 2016 2017 2018
Shangqiu University . . 18,597 20,302 21,874 21,874 92.2% 91.1% 88.7% 88.0%
Anyang University . . . 15,532 17,720 19,604 20,528 73.4% 77.6% 93.6% 95.1%
Shangqiu University
Kaifeng Campus . .. 2,034 2,856 5,430 7,848 55.2% 77.6% 81.9% 82.0%
Total .............. 36,163 40,878 46,908 50,250 82.1% 84.3% 90.0% 90.0%
Notes:

(D) The capacity of each college is based on the approximate number of students that its dormitories are designed to accommodate
for the relevant school year.

(2) The utilisation rate of each college equals its actual student enrolment as of 30 June (in the case of 2014/2015, 2015/2016
and 2016/2017 school years) or as of 31 October (in the case of the 2017/2018 school year) of a school year divided by its
capacity for that school year.

Tuition Fees and Boarding Fees

During the Track Record Period, tuition fees from bachelor’s degree programmes and junior college
diploma programmes accounted for over 90% of our total tuition fees. The following table sets forth the
average tuition fees per student for these two types of programmes as well as the average boarding fees
per student for each of our colleges for the school years indicated:

For the school year

2014/2015 2015/2016 2016/2017 2017/2018
(in RMB)
Shangqiu University
Average tuition fees for bachelor’s
degree programmes . ............... 11,984 12,047 12,522 12,839
Average tuition fees for junior college
diploma programmes .............. 5,872 5,842 5,822 6,111
Average boarding fees ............... 1,185 1,132 1,144 1,167
Anyang University
Average tuition fees for bachelor’s
degree programmes . ............... 12,087 12,136 12,411 12,726
Average tuition fees for junior college
diploma programmes .............. 6,012 5,972 5,934 6,214
Average boarding fees ............... 1,109 1,005 921 1,104
Shangqiu University Kaifeng Campus
Average tuition fees for bachelor’s
degree programmes . ............... 12,028 12,069 12,642 13,013
Average tuition fees for junior college
diploma programmes .............. 5,931 5,921 5,970 6,265
Average boarding fees ............... 1,418 1,369 1,376 1,387

The average tuition fees for bachelor’s degree programmes increased in the 2016/2017 school year as each
of our colleges increased the tuition fee rate applicable to bachelor’s degree students newly admitted in
the 2016/2017 school year. The average boarding fees for Anyang University decreased in the 2015/2016
and 2016/2017 school years primarily due to (i) an increase in the number of students who lived in
dormitories with a greater per-room occupancy and thus a lower boarding fee rate, and (ii) an increase in
the number of graduating students who received boarding fee reduction or waiver when they lived
off-campus for internship programmes.
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Our Teachers

Teachers are the key to maintaining high-quality educational programmes and services as well as
maintaining our brand and reputation. Our aim is to continue hiring teachers with a strong command of
their respective subject areas who are open to innovative teaching methods and a caring heart towards
students’ well-being. As of 28 February 2018, we had 1,718 full-time and part-time teachers. As of the
Latest Practicable Date, we had 1,944 full-time and part-time teachers.

ADDITIONAL COLLEGE TO BE ACQUIRED BY OUR GROUP

As of the Latest Practicable Date, we were in the process of acquiring the sponsor interest in Hubei
College, an independent college of Yangtze University ({27LK%%) located in Hubei Province. Hubei
College is a legal entity separate and independent from Yangtze University. It conducts its school
operations, including education administration, student recruitment, degree granting and financial
accounting independent from Yangtze University. In December 2014, we entered into a cooperation
agreement (as supplemented) with Yangtze University with respect to the joint operation of Hubei College
and paid part of the consideration in the amount of RMB100 million and are expected to pay the remaining
consideration of RMB20 million upon the School Sponsor becoming a school sponsor of Hubei College.
Since then, we have acquired the management rights and become the principal teaching body (H#E: 3 #)
of Hubei College. We have been participating in, and responsible for, the operations of Hubei College,
including engaging in its academic operations (including, in particular, improving curriculum offerings
and degree programmes, strengthening academic research capabilities and practical career training
programmes, improving teaching staff quality and conducting training programmes, developing innovative
teaching methods and delivery, designing and implementing peer-review system of teaching programmes
and improving the efficiency of other day-to-day teaching activities), student recruitment, human
resources and finance, with Yangtze University assuming a passive role with nominal participation in
management. The current school sponsors of Hubei College, namely Yangtze University and Oilfield
Education, have also agreed that Oilfield Education shall exit as a school sponsor and both Oilfield
Education and Yangtze University shall not be entitled to the assets of Hubei College.

As of the Latest Practicable Date, the application for the School Sponsor to become a school sponsor of
Hubei College is pending the final approval of the MOE and registration with the provincial civil affairs
authorities (see “History, Reorganisation and Corporate Structure — Acquisition of Hubei College”). Based
on our understanding of the process involved and communication with the relevant authorities, we do not
expect any material impediment to completing these administrative procedures. Upon completion of these
procedures, we expect to acquire effective control of Hubei College through contractual arrangements and
consolidate its results of operations into those of our Group.

The MOJ Draft for Comments may have certain implications on our acquisition of Hubei College. For a
summary, see “— The 2016 Decision and the MOJ Draft for Comments — Our acquisition of Hubei
College” for further details.

For the 2017/2018 school year, Hubei College had a student enrolment of 7,789. For the year ended 31
August 2017, Hubei College recorded revenue of RMB95.4 million and a profit of RMB27.5 million.

THE 2016 DECISION AND THE MOJ DRAFT FOR COMMENTS

Under the 2016 Decision, sponsors of an existing private school engaged in higher education may elect
to register the school as a non-profit or for-profit private schools at their own discretion. As advised by
our PRC Legal Adviser, there remains substantial uncertainties in the interpretation and implementation
of the 2016 Decision with respect to various aspects of the operations of a private school, in particular,
(1) specific procedures required to be completed for a school to register a for-profit school or non-profit
school; and (ii) respective preferential tax treatments that may be enjoyed by a for-profit school and a
non-profit school. Furthermore, as advised by our PRC Legal Adviser, the detailed rules, regulations and
policies regarding the conversion of an existing private school into a for-profit or non-profit private school
have yet to be promulgated by the local government authorities in Henan Province and Hubei Province.
Accordingly, as of the Latest Practicable Date, we were not in a position to accurately assess the potential
impact of such election on our PRC Operating Schools and Hubei College, and in turn our Group as a
whole and make any informed decision in relation to the 2016 Decision. Therefore, as of the Latest
Practicable Date, we had not elected nor decided as to whether our PRC Operation Schools and Hubei
College will be registered as for-profit private schools or non-profit private schools under the 2016
Decision. We will closely monitor the progress of the promulgation of the implementation regulations
under the 2016 Decision and seek legal advice from our legal advisers from time to time with a view to
ensuring any decisions in relation to 2016 Decision will be made on a fully informed basis and will update
our Shareholders and investors in this regard by way of disclosure in announcements and/or annual/interim
reports, as and when appropriate.

On 10 August 2018, the MOJ issued the MOJ Draft for Comments based on a revised version of the MOE
Draft for Comments to seek public comments. The principal implications of the current form of the MOJ
Draft for Comments on the operations of our Group based on our current understanding and interpretation
are summarised below:

. Our PRC Operating Schools. Each of our PRC Operating Schools is expected to be grandfathered
with respect to its election to register as a for-profit private school or a non-profit private school. See
“Business — Potential Implications of the 2016 Decision and the MOJ Draft for Comments — The
MOJ Draft for Comments — Implications on our PRC Operating Schools”.
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. Our expansion strategy. The scope of our acquisition may be limited to for-profit private schools
only. See “Business — Our Business Strategies — Expand our market coverage and market share”.
. Our acquisition of Hubei College. The MOJ Draft for Comments may have certain implications on

our acquisition of Hubei College and the registration of Hubei College as a for-profit private school
or a non-profit private school. In the worst case scenario where our acquisition of Hubei College
remains incomplete prior to the effective date of the MOJ Draft for Comments (the “Effective Date”)
and the due date for Hubei College to register as a non-profit private school or a for-profit private
school (the “Due Date”), our acquisition will be subject to uncertainties and may involve
complicated and time-consuming processes, including the following:

- Hubei College will need to register as a for-profit private school and cease collaboration with
Yangtze University subject to MOE approval, with Oilfield Education remaining as the only
registered school sponsor; and

- we will negotiate with Oilfield Education to change the school sponsor from Oilfield Education
to the School Sponsor.

See “Business — Potential Implications of the 2016 Decision and the MOJ Draft for Comments — The
MOJ Draft for Comments — Implications on Hubei College” for further discussion and an analysis
of different possible scenarios depending on the sequence of the completion of acquisition, the
Effective Date and the Due Date.

The MOJ has not provided the timeframe for the promulgation of the implementation rules on the Law for
Promoting Private Education of the PRC. As of the date of this document, no implementation rules on the
Law for Promoting Private Education of the PRC have been promulgated.

OUR COMPETITIVE STRENGTHS

We believe the following are our principal strengths that contribute to our success and differentiate us from
our competitors:

. we are a leading provider of private higher education in China with strong growth potential;

. our quality and reputation provide a solid foundation for our business growth;

. our practical curricula and training programmes help our students achieve high employment rates;
. our centralised and effective management allows us to replicate our success in new markets; and
. our experienced management team embodies our corporate culture and has a long and proven track

record in the private education industry in China.
OUR STRATEGIES

We aim to consolidate our leading position in China’s private higher education market and further enhance
our national reputation. To achieve this goal, we plan to execute the following business strategies:

. grow our student enrolment by expanding and improving school infrastructure;

. further improve our education quality and strengthen our reputation;

. expand our market coverage and market share; and

. strengthen our teaching staff and optimise our employee structure.

The MOJ Draft for Comments may have certain implications on our expansion strategy through
acquisition. For a summary, see “— The 2016 Decision and the MOJ Draft for Comments — Our

expansion strategy”.
RISK FACTORS

Our operations and the Global Offering involve certain risks and uncertainties, some of which are beyond
our control and may affect your decision to invest in us and/or the value of your investment. See “Risk
Factors” of this document for details of our risk factors. Some of the major risks we face include:

. We are subject to extensive laws, regulations, governmental approvals and compliance requirements
for the operations, constructions and development of our colleges. Some of the relevant law and
regulations have been promulgated or adopted recently, and we may not be in full compliance.

. Our business and results of operations depend on the level of tuition fees and boarding fees we are
able to charge and our ability to maintain and raise the level of tuition fees and boarding fees.

. Our ability to expand our school network depends on our ability to successfully increase the student
enrolment at our colleges, and we may not be able to successfully execute such expansion strategy.

. We face intense competition in the PRC higher education industry.

. We may not be able to effectively manage our growth or execute our growth strategies.

. We have made substantial investments in relation to our acquisition of Hubei College. If the final

approval for the School Sponsor to become a school sponsor of Hubei College is not granted by the
MOE for any reason, we may not be able to recover any of such investments.

. Our historical financial and results of operations may not be indicative of our future performance.
In particular, we were not required to pay PRC income tax in respect of the tuition fees and boarding
fees we received for providing formal academic education during the Track Record Period. However,
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as a result of the Contractual Arrangements, our WFOE is currently subject to an enterprise income
tax rate of 25% and value added tax of 6% in the PRC in respect of the service fees it receives from
the consolidated affiliated entities. Such tax rates are subject to change and may have a significant
impact on our profitability.

CONTRACTUAL ARRANGEMENTS

The operation of our schools are subject to various foreign ownership prohibitions or restrictions under
PRC laws and regulations. Our Company is therefore unable to own or hold any direct sponsor interest or
equity interest (as the case may be) in our consolidated affiliated entities. In order to enable us to maintain
and exercise control over our consolidated affiliated entities, we have entered into the Contractual
Arrangements. The Contractual Arrangements allow us to obtain substantially all of the economic benefits
of our consolidated affiliated entities and consolidate their results of operations into those of our Group.
Accordingly, the term “ownership” or the related concept, as applied to our Company in this document,
as the case may be, refers to an economic interest in the assets or businesses through the Contractual
Arrangements without holding any sponsorship/equity interest in our consolidated affiliated entities. See
the section headed “Contractual Arrangements” for further details.

The following simplified diagram illustrates the key aspects of the Contractual Arrangements:
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Notes:
“—— "  denotes direct legal ownership in equity interest/sponsor interest

denotes the Contractual Arrangements (see the sub-section headed “Summary of the material terms of
the Contractual Arrangements” in this section)
____ denotes our consolidated affiliated entities

() (a) Payment of services fees to WFOE and (b) provision of exclusive technical and management
consultancy services to our consolidated affiliated entities

2) Pledge of Mr. Hou’s equity interest in the PRC Holdco in favour of WFOE

3) Irrevocable power of attorney in favour of WFOE

“4) Irrevocable power of attorney in favour of the PRC Holdco

S) Pledge of receivables of the PRC Operating Schools and any proceeds from the transfer of sponsor
interests in favour of WFOE

(6) WFOE has exclusive option to acquire all or part of the equity interests or sponsor interests (as the case
may be)

As advised by our PRC Legal Adviser, as each of our PRC Operating Schools and the School Sponsor is
a private non-enterprise entity (FHFIE{ZEHAT), the sponsor interest of each of our PRC Operating
Schools (which was held as to 100% by the School Sponsor as of the Latest Practicable Date) and the
School Sponsor (which was held as to 69.3% by Mr. Hou, as to 19.8% by Chairman Hou (founder of our
Group, father of Mr. Hou and spouse of Ms. Jiang) as to 9.9% by Ms. Jiang, and as to 1% by the PRC
Holdco) is not capable of being pledged as security in favour of WFOE under PRC laws. To address this
limitation, we have adopted alternative measures in our Contractual Arrangements and other internal
control measures, including (i) powers of attorney in favour of our WFOE to exercise all rights in relation
to the equity interests or sponsor interests (as the case may be) in the consolidated affiliated entities,
giving WFOE effective control over such equity interests or sponsor interests (as the case may be); (ii) the
pledge of receivables of our PRC Operating Schools in favour of our WFOE; (iii) the pledge of proceeds
from the sale or transfer of the sponsor interests in our PRC Operating Schools; (iv) our WFOE’s
possession of the original registration documents and seals required by the relevant authorities to effect
a legal transfer of sponsor interest; and (v) internal control measures that enable our independent
non-executive Directors to maintain close oversight and intervene if necessary. See “Contractual
Arrangements” for further details.
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OUR CONTROLLING SHAREHOLDERS

Immediately after the completion of the Global Offering (assuming that the Over-allotment Option and
options granted under the Pre-IPO Share Option Scheme are not exercised and no Shares are granted under
the Share Award Scheme), our ultimate Controlling Shareholder, Mr. Hou, will, through his control over
Chunlai Investment, be interested in an aggregate of 75% of the issued share capital of our Company. Mr.
Hf(%u, our ultimate Controlling Shareholder, is one of our executive Directors and our chief executive
officer.

SUMMARY OF HISTORICAL FINANCIAL INFORMATION

The following tables set forth summary financial data from our consolidated financial information for the
Track Record Period, extracted from the Accountants’ Reports set out in Appendix IA. The summary
financial data set forth below should be read together with our consolidated financial information and the
related notes, as well as the section headed “Financial Information.”

Summary of Our Historical Financial Information
For the six months ended

For the year ended 31 August 28 February
2015 2016 2017 2017 2018
RMB % RMB % RMB % RMB % RMB %
(in thousands, except percentages)
(unaudited)

Revenue ............. 336,252 100.0 378,632  100.0 460,889  100.0 230,445 100.0 243,797  100.0

Cost of revenue. ....... (127,901) (38.0) (144,922) (38.3) (170,043) (36.9) (86,803) (37.7) (101,182) (41.5)

Gross profit .......... 208,351 62.0 233,710 61.7 290,846 63.1 143,642 62.3 142,615 58.5

Other income. ......... 3,340 1.0 7,825 2.1 7,150 1.6 2,163 0.9 3,908 1.6

Other gains/(losses) .... (138,964) (41.3) 16,263 43 717y (0.2) &) (0.0 (83) (0.0

Selling expenses ... .... (2,857)  (0.8)  (3,327)  (0.9) (4,234) (0.9 (1,493)  (0.6) (1,009)  (0.4)

Administrative expenses.  (48,271) (14.4) (55,499) (14.7) (60,784) (13.2) (29,559) (12.8) (32,385) (13.3)

Listing expenses .. .. ... — — — — (3,086)  (0.7) — —  (11,829) (4.9

Finance costs.......... (84,375) (25.2) (89,214) (235) (77,526) (16.8) (40,152) (17.4) (42,270) (17.3)
(Loss)/profit before

taxation............ (62,776)  (18.7) 109,758 29.0 151,649 32.9 74,593 324 58,947 24.2

Taxation.............. — — — — — — — — (275)  (0.1)
(Loss)/profit for the

year/period . . ....... (62,776)  (18.7) 109,758 29.0 151,649 32.9 74,593 324 58,672 24.1
Non-IFRS Measure:

Adjusted net profit . . .. 76,141 22.6 88,184 233 154,735 33.6 74,593 324 70,501 28.9

We define adjusted net profit as profit for the year/period excluding (i) a one-off termination fee we paid
to Anyang Normal University in connection with the termination of our collaboration with Anyang Normal
University, (ii) a one-off gain in connection with the termination of our collaboration with Tianjin Medical
University, and (iii) listing expenses. The calculation of adjusted net profit is not in accordance with IFRS,
and its use has material limitations as an analytical tool, as it does not include all items that impact our
profit for the relevant year/period. Items excluded from adjusted net profit are significant components in
understanding and assessing our operating and financial performance. We present this financial measure
because it is used by our management to evaluate our financial performance by eliminating the impact of
items that we do not consider indicative of the performance of our business. We also believe that this
non-IFRS measure provides additional information to investors and others in understanding and evaluating
our consolidated results of operations in the same manner as they help our management and in comparing
financial results across accounting periods and to those of our peer companies. Please refer to the section
headed “Financial Information — Non-IFRS Measure”.

The following table reconciles our adjusted net profit for the years presented to our profit/(loss) for the

year:
For the six months ended

For the year ended 31 August 28 February
2015 2016 2017 2017 2018
(in thousands of RMB)
(unaudited)

Profit/(loss) for the year......... (62,776) 109,758 151,649 74,593 58,672
Termination fee paid to Anyang

Normal University............ 138,917 — — — —
Gain from termination of

cooperation with Tianjin

Medical University ........... — (21,574) — — —
Listing expenses . .............. — — 3,086 — 11,829
Adjusted net profit . ........... 76,141 88,184 154,735 74,593 70,501
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Our adjusted net profit for the six months ended 28 February 2018 decreased from the same period in 2017
primarily because of: (a) a substantial capital expenditure in relation to our expansion plans; and (b) an
increase in teaching staff and administrative staff costs as we continue to improve teaching quality, the
combined effect of which outweighed the increase in our revenue on account of the increase in student
enrolment and business growth.

We were not required to pay PRC income tax in respect of the tuition fees and boarding fees we received
for providing formal academic education during the Track Record Period. However, as a result of the
Contractual Arrangements, our WFOE is currently subject to an enterprise income tax rate of 25% and
value-added tax of 6% in the PRC in respect of the service fees it receives from the consolidated affiliated
entities. Such tax rates are subject to change and may have a significant impact on our profitability. For
illustration purposes only, assuming that during the Track Record Period the profit before tax of our
schools was subject to PRC enterprise income tax of 25% and the revenue of our schools was subject to
value-added tax of 6%, we estimate that the tax exposure of our schools would have amounted to
approximately RMB19.0 million, RMB48.9 million, and RMB64.0 million for the years ended 31 August
2015, 2016 and 2017, respectively, and RMB28.3 million for the six months ended 28 February 2018. On
this basis, our adjusted net profit would have been RMB57.1 million, RMB39.3 million, RMB90.7 million
for the years ended 31 August 2015, 2016 and 2017, respectively, and RMB42.2 million for the six months
ended 28 February 2018.

Net Current (Liabilities)/Assets

As of As of
As of 31 August 28 February 30 June
2015 2016 2017 2018 2018
(in thousands of RMB)
(unaudited)
Current assets. . .............. 290,325 485,831 582,339 573,147 348,133
Current liabilities . . ........... (416,091) (460,012) (780,021) (698,180) (521,100)
Net current (liabilities)/assets . . . (125,766) 25,819 (197,682) (125,033) (172,967)

We had net current liabilities as of 31 August 2015 primarily due to a reduction in our cash balance after
the payment of a one-off termination fee of RMB138.9 million to Anyang Normal University. We had net
current liabilities as of 31 August 2017 primarily because a significant amount of our long-term
borrowings had become current as of 31 August 2017. We had net current liabilities as of 28 February 2018
primarily because we made significant investments in connection with the acquisition of office space for
our corporate headquarters in Zhengzhou and the expansion of our colleges. Our net current liabilities as
of 30 June 2018 increased from 28 February 2018 primarily because of our continued capital expenditure
on property, plant and equipment in relation to our expansion plans.

Financial Ratios
For the six months

For the year ended/as of 31 August ended/as of 28 February
2015 2016 2017 2017 2018
(unaudited)

Gross profit margin‘” .. ... ... ... 62.0% 61.7% 63.1% 62.3% 58.5%
Net profit margin'> ............ (18.7%) 29.0% 32.9% 32.4% 24.1%
Adjusted net profit margl&() ..... 22.6% 23.3% 33.6% 32.4% 28.9%
Adjusted return on assets®” . ... .. 5.3% 5.5% 8.7% 4.9% 3.6%
Adjusted return on equity® ... ... 41.4% 30.0% 34.8% 20.3% 13.2%
Current ratio® ... .. ... .. .. 0.70 1.06 0.75 N/A 0.82
Gearing ratio” ... ... ... . ... 462.3% 293.6% 222.9% N/A 197.2%
Debt to equity ratio®™ ... ... ... .. 335.4% 167.0% 140.4% N/A 93.9%

Notes:
(1) Gross profit margin equals gross profit divided by revenue for the year/period.
(2) Net profit margin equals profit/(loss) for the year/period divided by revenue for the year/period.

3) Adjusted net profit margin equals adjusted net profit for the year/period divided by revenue for the year/period. For more
information on our adjusted net profit, see the section headed “Financial Information — Non-IFRS Measure” above.

4) Adjusted return on assets equals adjusted net profit for the year/period divided by total assets as of the end of the year/period.
(5) Adjusted return on equity equals adjusted net profit for the year/period divided by total equity as of the end of the year/period.
(6) Current ratio equals current assets divided by current liabilities as of the end of the year/period.

(7 Gearing ratio equals total borrowings divided by total equity as of the end of the year/period.

(8) Debt to equity ratio equals total borrowings net of bank balances and cash and time deposits, and divided by total equity as
of the end of the year/period.



SUMMARY

We had significant borrowings during the Track Record Period to fund the expansion of our education
network and each of our colleges, which resulted in a high gearing ratio and finance costs. However, our
borrowings did not increase as quickly as our revenue and total equity during the Track Record Period.
Our adjusted net profit margin increased from 22.6% for the year ended 31 August 2015 to 33.6% for the
year ended 31 August 2017 primarily due to a significant decrease in finance costs as a percentage of
revenue. At the same time, our gearing ratio decreased from 462.3% as of 31 August 2015 to 197.2% as
of 28 February 2018 primarily due the increase in our total equity resulting from increased retained
earnings. We plan to use a portion of the proceeds from the Global Offering to repay our existing
borrowings. As a result, we expect to further reduce our finance costs as a percentage of revenue and our
gearing ratio.

Our gross profit margin decreased from 62.3% for the six months ended 28 February 2017 to 58.5% for
the six months ended 28 February 2018, and our net profit margin decreased from 32.4% for the six months
ended 28 February 2017 to 24.1% for the six months ended 28 February 2018. These decreases were
primarily due to a significant increase in teaching staff costs, as we increased the number of teachers,
particularly in Shangqiu University Kaifeng Campus and Shangqiu University, to continuously improve
our education quality and accommodate the increase in our student enrolment. The decrease in net profit
margin was also due to listing expenses incurred for the six months ended 28 February 2018 in connection
with the Global Offering.

DIVIDEND

We do not currently have a formal dividend policy or a fixed dividend distribution ratio. For more details,
please see the section headed “Financial Information — Dividend” in this document. None of our
consolidated affiliated entities had declared or paid dividends to their respective shareholders or
sponsor(s) during the Track Record Period and up to the Latest Practicable Date.

GLOBAL OFFERING

This document is published in connection with the Hong Kong Public Offering as part of the Global
Offering. The Global Offering comprises (subject to the Over-allotment Option): (i) the Hong Kong Public
Offering of 30,000,000 Offer Shares (subject to reallocation), and (ii) the International Offering of
270,000,000 Offer Shares (subject to reallocation and the Over-allotment Option).

The Offer Shares will represent 25.0% of the issued share capital of our Company immediately following
the completion of the Global Offering, assuming the Over-allotment Option is not exercised and without
taking into account any Shares which may be issued upon the exercise of any options granted under the
Pre-IPO Share Option Scheme and any grants under the Share Award Scheme. If the Over-allotment
Option is exercised in full, the Offer Shares will represent approximately 27.7%, without taking into
account any Shares which may be issued upon the exercise of any options granted under the Pre-IPO Share
Option Scheme and any grants under the Share Award Scheme.

NON-COMPLIANCE

We had certain non-compliance issues with applicable PRC laws and regulations during the Track Record
Period, none of which we consider would have any material adverse effect on our business, financial
condition or results of operations. In particular, (i) we had not made contributions to the social insurance
plans and housing provident funds for all of our employees based on their actual salary level (see
“Business — Employees™); (ii) certain of our land and buildings have title defects, and our schools,
namely Shangqiu University (together with Shangqiu University Kaifeng Campus) and Anyang University,
had not fully complied with the ratio of teaching and administrative building area to the number of
students enrolled during the Track Record Period (see “Business — Properties”); (iii) we were engaged
in an one-off financing arrangement devised by a lending bank involving the issuance of a bank note in
the amount of RMB95 million that was not supported by any bona fide underlying transaction in February
2017 (see “Business — Financing Arrangement”); and (iv) each of our colleges, namely, Anyang
University, Shangqiu University and Shangqiu University Kaifeng Campus, had not complied with the
teacher-to-student ratio during the Track Record Period (see “Business — Our Teachers”).

RECENT DEVELOPMENT

We expect that our adjusted net profit / adjusted net profit margin for the year ending 31 August 2018 will
decrease compared to that for the year ended 31 August 2017 primarily because: (i) we have continued to
commit substantial expenditure in relation to our expansion plans, which is expected to result in a
considerable increase in depreciation and amortisation costs; (ii) we have continued to improve the overall
quality of our schools by investing in human capital, including hiring additional teaching staff and
administration staff, which is expected to result in a significant increase in cost of revenue and
administrative expenses; and (iii) we have incurred additional borrowings for the purposes of our
expansion plans, which is expected to result in an increase in finance costs. We expect that the foregoing
effects would collectively outweigh the effect of the general increase in our revenue on account of an
organic increase in student enrolment and business growth, resulting in a net effect of decrease in our
adjusted net profit / adjusted net profit margin for the year ending 31 August 2018.

On 10 August 2018, the MOJ issued the MOJ Draft for Comments based on a revised version of the MOE
Draft for Comments to seek public comments. For a summary of the principal implications of the MOJ
Draft for Comments on the operations of our Group based on our current understanding and interpretation,
see “— The 2016 Decision and the MOJ Draft for Comments”.
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Our Directors confirm that there has been no material adverse change in our business, financial, operating
or trading condition since 31 August 2017, being the most recent date of our audited financial statements,
and up to the date of this document.

LISTING EXPENSES

We expect to incur a total of approximately RMB66.0 million of listing expenses (assuming an Offer Price
of HK$2.53, being the mid-point of the indicative Offer Price range between HK$2.08 and HK$2.98, and
assuming that the Over-allotment Option is not exercised at all) in relation to the Global Offering, of
which approximately RMB14.9 million were charged to profit and loss during the Track Record Period and
approximately RMB5.0 million was deferred and accounted for as deferred listing expenses as at 28
February 2018. For the remaining expenses, we expect to charge approximately RMB10.8 million to our
profit or loss and to capitalise approximately RMB35.3 million. Listing expenses represent professional
fees and other fees incurred in connection with the Listing, including underwriting commissions. The
listing expenses above are the best estimate as of the Latest Practicable Date and for reference only and
the actual amount may differ from this estimate. Our Directors consider that such listing expenses would,
to certain extent, adversely affect our results of operations for the year ending 31 August 2018.

OFFERING STATISTICS

Based on an Based on an

Offer Price of Offer Price of

HK$2.08 per Share HK$2.98 per Share

Market capitalisation of our Shares .................. HK$2,496 million HK$3,576 million
Unaudited pro forma adjusted net tangible asset value

per Share . ... . ... ... HK$0.99 HK$1.20

The above calculations assume the Over-allotment Option is not exercised at all and do not take into
account any Shares that may be issued upon the exercise of any options under the Pre-IPO Share Option
Scheme and any grants under the Share Award Scheme, and accordingly, there will be 1,200,000,000
Shares in issue following the completion of the Global Offering. For the calculation of the unaudited pro
forma adjusted net tangible asset value per Share, see “Appendix II — Unaudited Pro Forma Financial
Information”.

USE OF PROCEEDS

We estimate that we will receive net proceeds from the Global Offering of approximately HK$683.1
million after deducting underwriting commissions, including any discretionary incentive fee, and other
estimated expenses paid and payable by us in the Global Offering and, assuming an Offer Price of
HK$2.53 per Share, being the mid-point of the indicative Offer Price range of HK$2.08 to HK$2.98 per
Share. Assuming an Offer Price of HK$2.53 per Share, we intend to use the net proceeds we will receive
from this offering for the following purposes:

Approximate
percentage of Approximate
Use of proceeds net proceeds amount
(millions of
HKS$)
Acquiring land use rights and building educational and living
facilities for our current colleges as well as Hubei College
—Anyang University . ... ...ttt 20% 136.6
— Shangqiu University .......... ...t .. 10% 68.3
— Shangqiu University Kaifeng Campus ................... 10% 68.3
— Hubei College . ...... ... .. .. . . . . . 10% 68.3
Acquisition or cooperation with other universities in China. .. .. 30% 205.0
Repaying certain portion of our loans . ..................... 10% 68.3
Working capital and general corporate purposes .............. 10% 68.3

See the section headed “Future Plans and Use of Proceeds” for further details.
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DEFINITIONS

In this document, unless the context otherwise requires, the following terms shall have the
following meanings. Certain technical terms are explained in the section headed ‘“Glossary of
Technical terms” in this document.

2016 Decision”

“affiliate”

“Anyang University”

“Application Form(s)”

“Articles” or “Articles or
Association”

‘“associate(s)”
“Board”

“business day”

“BVI”

“Cayman Companies Law”

“Cayman Registrar”

the Decision of the Standing Committee of the National People’s
Congress on Amending the Law for Promoting Private Education
of the PRC ( (ZE ARMEREHHZ BN ER<rb#E AR
g A B (e >R P E ) ) promulgated by Order No. 55 of
the President of the PRC on 7 November 2016, and became
effective on 1 September 2017

with respect to any specified person, any other person, directly or
indirectly, controlling or controlled by or under direct or indirect
common control with such specified person

Anyang University (%[555:F%), a Private HEI (formerly an
independent college known as College of Humanities and
Management of Anyang Normal University) (% P fifi i £2 B A\ SCH
FHELEE) that obtained approval from MOE for its establishment on
25 April 2003 (excluding the Wenming Avenue (3 K#E) campus
of the College of Humanities and Management of Anyang Normal
University, which was managed by Anyang Normal University)
and one of our PRC Operating Schools

WHITE Application Form(s), YELLOW Application Form(s) or
GREEN Application Form(s), individually or collectively, as the
context so requires, any of them, which is used in relation to the
Hong Kong Public Offering

the articles of association of our Company adopted on 24 August
2018 with effect from the Listing Date, as amended from time to
time, a summary of which is set out in the section headed Summary
of the Constitution of the Company and Cayman Companies Law
in Appendix IV

has the meaning ascribed thereto under the Listing Rules

the board of directors of our Company

any day (other than a Saturday, Sunday or public holiday in Hong
Kong) on which banks in Hong Kong are generally open for normal
banking business

the British Virgin Islands

the Companies Law, Cap. 22 (Law 3 of 1961, as consolidated and
revised) of the Cayman Islands

the Registrar of Companies of the Cayman Islands
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“CCASS”

“CCASS Clearing Participant”

“CCASS Custodian Participant”

“CCASS Investor Participant”

“CCASS Participant”

“Central China”

“Chairman Hou”

“China” or “PRC”

“Chunlai (BVI)”

“Chunlai (Hong Kong)”

“Chunlai Investment”

“Companies Ordinance”

The Central Clearing and Settlement System established and
operated by HKSCC

a person admitted to participate in CCASS as a direct clearing
participant or a general clearing participant

a person admitted to participate in CCASS as a custodian
participant

a person admitted to participate in CCASS as an investor
participant who may be an individual or joint individuals or a
corporation

a CCASS Clearing Participant, a CCASS Custodian Participant or
a CCASS Investor Participant

Henan Province, Hubei Province and Hunan Province of China

Mr. Hou Chunlai (1%%55), a PRC citizen, a non-executive Director
and Chairman of the Board, and spouse of Ms. Jiang and father of
Mr. Hou (see also “Directors and Senior Management” for his
relationship with other Directors and senior management of the
Company)

the People’s Republic of China and for the purposes of this
document only, except where the context requires otherwise,
references to China or the PRC exclude Hong Kong, Macau and
Taiwan

China Chunlai Education (BVI) Limited (" E# ¥ E (Je 4T
HREEE) A FR/AF]), a company with limited liability incorporated in
BVI on 28 November 2017, and a wholly-owned subsidiary of our
Company

China Chunlai Education (Hong Kong) Limited (' EHREF (&
#) AR, a company with limited liability incorporated in
Hong Kong on 19 December 2017 and a wholly-owned subsidiary
of our Company

Chunlai Investment Co., Ltd. (B EH LA F]), a company with
limited liability incorporated in BVI on 13 July 2017 and a
Controlling Shareholder of our Company

the Companies Ordinance (Chapter 622 of the Laws of Hong
Kong), as amended, supplemented or otherwise modified from
time to time
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DEFINITIONS

“Companies (Winding Up and
Miscellaneous Provisions)
Ordinance”

“Company”’, “our Company”’,
or “the Company”

“connected person(s)”

“connected transaction(s)”

“consolidated affiliated entities”
or “consolidated affiliated
entity”

“Contractual Arrangements”

“Controlling Shareholders”

“CSRC”

“Deed of Indemnity”

“Director(s)”

“document”

“Frost & Sullivan”

“GDP”

“Global Offering”

“Green Application Form(s)”

the Companies (Winding Up and Miscellaneous Provisions)
Ordinance (Chapter 32 of the Laws of Hong Kong), as amended,
supplemented or otherwise modified from time to time

China Chunlai Education Group Co., Ltd. (B H £ EH A R
/vH]), an exempted company with limited liability incorporated in
the Cayman Islands on 15 November 2017

has the meaning ascribed to it under the Listing Rules
has the meaning ascribed to it under the Listing Rules

the entities we control through the Contractual Arrangements,
being the PRC Holdco, the School Sponsor and the PRC Operating
Schools

the series of contractual arrangements entered into by, among
others, WFOE, Mr. Hou, Chairman Hou, Ms. Jiang and our
consolidated affiliated entities, details of which are described in
the section headed “Contractual Arrangements”

has the meaning ascribed to it under the Listing Rules and unless
the context otherwise requires, refers to Mr. Hou and Chunlai
Investment. See the section headed “Relationship with Controlling
Shareholders” in this document

China Securities Regulatory Commission

the deed of indemnity dated 24 August 2018 entered into by our
Controlling Shareholders in favour of our Company in respect of
certain indemnities, further information of which is set out in “E.
Other Information — 1. Deed of Indemnity” in Appendix V

the director(s) of our Company

this document being issued in connection with the Hong Kong
Public Offering

Frost & Sullivan (Beijing) Inc., Shanghai Branch Co., an
independent global market research and consulting company

gross domestic product
the Hong Kong Public Offering and the International Offering

the application form(s) to be completed by the White Form eIPO
Service Provider designated by our Company, Computershare
Hong Kong Investor Services Limited
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DEFINITIONS

“Group”, “our Group”,
“the GI‘Ollp”, “we”, “llS”,
or “our”

“HKSCC”

“HKSCC Nominees”

“Hong Kong” or “HK”

“Hong Kong dollars”,
“HK dollars” or “HK$”

“Hong Kong Public Offer
Shares”

“Hong Kong Public Offering”

“Hong Kong Securities and
Futures Ordinance” or “SFQO”

“Hong Kong Share Registrar”

“Hong Kong Takeovers Code”
or “Takeovers Code”

“Hong Kong Underwriters”

“Hong Kong Underwriting
Agreement”

the Company, its subsidiaries and its consolidated affiliated
entities from time to time or, where the context so requires, in
respect of the period prior to our Company becoming the holding
company of its present subsidiaries and consolidated affiliated
entities, such subsidiaries and consolidated affiliated entities as if
they were subsidiaries and consolidated affiliated entities of our
Company at the relevant time

Hong Kong Securities Clearing Company Limited, a wholly-owned
subsidiary of Hong Kong Exchanges and Clearing Limited

HKSCC Nominees Limited, a wholly-owned subsidiary of HKSCC

the Hong Kong Special Administrative Region of the People’s
Republic of China

Hong Kong dollars, the lawful currency of Hong Kong

the 30,000,000 Shares initially being offered for subscription in the
Hong Kong Public Offering (subject to reallocation as described in
the section headed “Structure of the Global Offering”)

the offer of the Hong Kong Public Offer Shares for subscription by
the public in Hong Kong at the Offer Price (plus brokerage of 1%,
SFC transaction levy of 0.0027% and Stock Exchange trading fee
of 0.005%) on the terms and subject to the conditions described in
this document and the Application Forms, as further described in
the section headed “Structure of the Global Offering — The Hong
Kong Public Offering”

Securities and Futures Ordinance (Chapter 571 of the Laws of
Hong Kong), as amended, supplemented or otherwise modified
from time to time

Computershare Hong Kong Investor Services Limited

the Code on Takeovers and Mergers issued by the SFC, as
amended, supplemented or otherwise modified from time to time

the underwriters of the Hong Kong Public Offering as listed in the
section headed “Underwriting — Hong Kong Underwriters”

the underwriting agreement, dated 30 August 2018, relating to the
Hong Kong Public Offering, entered into among, inter alia, our
Company, our Controlling Shareholders, the Sole Sponsor, Joint
Global Coordinators and the Hong Kong Underwriters, as further
described in the section headed “Underwriting — Underwriting
Arrangements and Expenses — Hong Kong Public Offering”
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DEFINITIONS

“Hubei College”

“IFRS”

“Independent Third Party(ies)”

“International Offering”

“International Offering Shares”

“International Underwriters”

“International Underwriting
Agreement”

“Joint Bookrunners”

“Joint Global Coordinators”

“Joint Lead Managers”

“Latest Practicable Date”

“Listing”

“Listing Committee”

College of Engineering and Technology of Yangtze University (=
TLRE THEFMTEERE), an  independent college of Yangtze
University (:27LK#) located in Hubei Province, the PRC that
obtained approval from MOE for its establishment on 18 March
2004

International Financial Reporting Standards, as issued from time to
time by the International Accounting Standards Board

any entity or person who is not a connected person of our Company
within the meaning ascribed thereto under the Listing Rules

the conditional placing of the International Offering Shares at the
Offer Price outside the United States in offshore transactions in
reliance on Regulation S under the U.S. Securities Act as further
described in the section headed “Structure of the Global Offering”

the 270,000,000 Shares being initially offered for subscription and
purchased at the Offer Price under the International Offering
together, where relevant, with any additional Shares that may be
issued pursuant to any exercise of the Over-allotment Option,
subject to reallocation as described under the section headed
“Structure of the Global Offering”

the underwriters of the International Offering

the international underwriting agreement relating to the
International Offering and expected to be entered into by, among
others, our Company, the Joint Global Coordinators and the
International Underwriters on or about the Price Determination
Date, as further described in the section headed “Underwriting —
International Offering”

CLSA Limited, AMTD Global Markets Limited, Yuanyin
Securities Limited and First Capital Securities Limited

CLSA Limited and AMTD Global Markets Limited, Yuanyin
Securities Limited

CLSA Limited, AMTD Global Markets Limited, Yuanyin
Securities Limited and First Capital Securities Limited

22 August 2018, being the latest practicable date for ascertaining
certain information in this document before its publication

the listing of the Shares on the Main Board of the Stock Exchange

the Listing Committee of the Stock Exchange
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DEFINITIONS

“Listing Date”

“Listing Rules”

“Main Board”

“Memorandum” or

“Memorandum of Association”

“MOE”

“MOE Draft for Comments”

“MOFCOM”

“MOHRSS”

“MOJ”

“MOJ Draft for Comments”

“Mr. Hou”

“Ms. Jiang”

the date, expected to be on or about 13 September 2018, on which
the Shares are listed and on which dealings in the Shares are first
permitted to take place on the Stock Exchange

The Rules Governing the Listing of Securities on The Stock
Exchange of Hong Kong Limited, as amended, supplemented or
otherwise modified from time to time

the stock exchange (excluding the option market) operated by the
Stock Exchange that is independent from and operates in parallel
with the Growth Enterprise Market of the Stock Exchange

the memorandum of association of our Company adopted on 24
August 2018, with effect from the Listing Date, as amended from
time to time

the Ministry of Education of the PRC ("3 A\ R ALF B % & &)

the Draft Revision of the Regulations on the Implementation of the
Law for Promoting Private Education of the PRC (the Draft for
Comments) ( {1 FE AR ILANE R Pr20E e ik E iR il (1B 5] =
Z)(HeR = LAY ) issued by the MOE on 20 April 2018 to seek
public comments

the Ministry of Commerce of the PRC (3 A F AN 58 p5 5 51 )

the Ministry of Human Resources and Social Security of the PRC
(h 2 N REFN BN ) BRI PR D)

the Ministry of Justice of the PRC (H3 A [ LA [E w]157)

the Draft Revision of the Regulations on the Implementation of the
Law for Promoting Private Education of the PRC (the Draft for
Examination and Approval) ( {H 3 A R IR B R H e 1 B
T (16T B %) (36 25 H0)) ) issued by the MOJ on 10 August
2018 to seek public comments

Mr. Hou Junyu (&2 5%), a PRC citizen, an executive Director, our
chief executive officer and our Controlling Shareholder, and son of
Chairman Hou and Ms. Jiang (see also “Directors and Senior
Management” for his relationship with other Directors and senior
management of the Company)

Ms. Jiang Shugin C#%), a PRC citizen and an executive
Director, and spouse of Chairman Hou and mother of Mr. Hou (see
also “Directors and Senior Management” for her relationship with
other Directors and senior management of the Company)
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DEFINITIONS

“NDRC”

“Offer Price”

“Offer Share(s)”

“Qilfield Education”

“Over-allotment Option”

“PBOC”

“PRC Holdco”

“PRC Legal Adviser”

“PRC Operating Schools”

“Pre-IPO Share Option Scheme”

the National Development and Reform Commission of the PRC ("
EYNSE T P i I & S = R )

the final price per Offer Share (exclusive of brokerage, SFC
transaction levy and Stock Exchange trading fee), expressed in
Hong Kong dollars, at which Hong Kong Public Offer Shares are
to be subscribed for pursuant to the Hong Kong Public Offering
and International Offering Shares are to be offered pursuant to the
International Offering, to be determined as described in the section
headed “Structure of the Global Offering — Pricing of the Global
Offering” in this document

the Hong Kong Public Offer Shares and the International Offering
Shares together, where relevant, with any additional Shares to be
sold by our Company pursuant to the exercise of the Over-
allotment Option

Jianghan Oilfield Education Industrial Group (7L HZEE
££ ), an Independent Third Party controlling the sponsor interest
in Hubei College

the option expected to be granted by our Company to the
International Underwriters, exercisable by the Joint Global
Coordinators on behalf of the International Underwriters for up to
30 days from the day following the last day for the lodging of
applications under the Hong Kong Public Offering, to require our
Company to allot and issue up to 45,000,000 additional new Shares
(representing in aggregate 15% of the initial Offer Shares) to cover
over-allocations in the International Offering, if any, details of
which are described in the section headed “Structure of the Global
Offering — Stabilisation” in this document

the People’s Bank of China

Henan Chunlai Education Technology Co., Ltd. ({F &KL B EH
H AT FR/A D), a limited liability company established in the PRC on
1 August 2017 and one of our consolidated affiliated entities

Tian Yuan Law Firm, our legal adviser as to PRC laws and
regulations

Shangqiu University (including Shangqiu University Kaifeng
Campus) and Anyang University

the share option scheme conditionally approved and adopted by
our Board, the principal terms of which are set out in the section
headed “Statutory and General Information — D. Pre-IPO Share
Option Scheme and Share Award Scheme — 1. Pre-IPO Share
Option Scheme” in Appendix V
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DEFINITIONS

“Price Determination
Agreement”

“Price Determination Date”

“Principal Share Registrar and
Transfer Office”

“Regulation S”

“RMB” or “Renminbi”

“SAFE”

“School Sponsor”

“SEC”

“Securities and Futures
Ordinance” or “SFO”

“SFC”

“Shangqiu University”

“Shangqiu University Kaifeng
Campus”

the agreement to be entered into among our Company and the Joint
Global Coordinators (for themselves and on behalf of the
Underwriters) at or about the Price Determination Date to record
and fix the Offer Price

the date, expected to be on or about 6 September 2018 (Hong Kong
time) and in any event no later than 12 September 2018, on which
the Offer Price is to be fixed by an agreement between us and the
Joint Global Coordinators (on behalf of the Underwriters)

Walkers Corporate Limited, Cayman Corporate Centre, 27
Hospital Road, George Town, Grand Cayman KY1-9008, Cayman
Islands

Regulation S under the U.S. Securities Act
Renminbi, the lawful currency of China
the State Administration of Foreign Exchange of the PRC

Henan Shangqiu Chunlai Education Corporation (i7] R ¥ . B AR
HHME), a private non-enterprise entity (FHFIEAZEEAL)
established in the PRC on 18 October 2004, one of our
consolidated affiliated entities and the sole school sponsor of each
of our PRC Operating Schools

the Securities and Exchange Commission of the United States

Securities and Futures Ordinance (Chapter 571 of the Laws of
Hong Kong), as amended, supplemented or otherwise modified
from time to time

The Securities and Futures Commission of Hong Kong

Shanggiu University (FiT:F%), a Private HEI (formerly an
independent college known as Huayu College of Henan
Agricultural University (R 3EREH# R ERT) that obtained
approval from MOE for its establishment on 14 July 2005) and one
of our PRC Operating Schools; operating and financial data stated
to be of Shangqiu University presented in this document do not
include contributions by Shangqiu University Kaifeng Campus,
unless otherwise specified

Shangqiu University Applied Science and Technology College (P
e Be e A RHEBLRE), a branch college (FEEEPE) of Shanggiu
University located in Kaifeng, Henan Province, the PRC that
obtained approval from the Education Department of Henan
Province (7[R & #(F HE) for its establishment on 16 May 2013
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DEFINITIONS

“Shareholder(s)”

“Shares”

“Share Award Scheme”

“Sole Sponsor”

“Stabilisation Manager”

“Stock Borrowing Agreement”

“Stock Exchange”

“subsidiary(ies)”

“substantial shareholder”

“Track Record Period”

“Underwriters”

“Underwriting Agreements”

“United States”, “U.S.” or “US”

“US dollars”, “U.S. dollars”

or “US$”

“U.S. Securities Act”

“VIE” or “VIEs”

holder(s) of our Share(s)
ordinary share(s) of our Company of par value of HK$0.00001

the share award scheme approved and adopted by the sole
Shareholder of our Company on 24 August 2018, the principal
terms of which are set out in the section headed “Statutory and
General Information — D. Pre-IPO Share Option Scheme and Share
Award Scheme — 2. Share Award Scheme” in Appendix V to this
document

CLSA Capital Markets Limited

CLSA Limited

the stock borrowing agreement expected to be entered between the
Stabilisation Manager and Chunlai Investment with respect to the
lending of up to 45,000,000 Shares in aggregate by Chunlai
Investment to the Stabilisation Manager

The Stock Exchange of Hong Kong Limited

has the meaning ascribed thereto in section 15 of the Companies
Ordinance

has the meaning ascribed to it in the Listing Rules

the period comprising the three financial years ended 31 August
2017 and the six months ended 28 February 2018

the Hong Kong Underwriters and the International Underwriters

the Hong Kong Underwriting Agreement and the International
Underwriting Agreement

the United States of America, its territories, its possessions and all
areas subject to its jurisdiction

United States dollars, the lawful currency of the United States
United States Securities Act of 1933, as amended, and the rules and
regulations promulgated thereunder

variable interest entity or variable interest entities
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DEFINITIONS

“WFOE” Henan Chunlai Education Information Consultancy Co., Ltd. ({4
BFRBE G EEHARAF), a company established in the PRC
with limited liability on 19 January 2018 and a wholly-owned
subsidiary of our Company

“White Form eIPO” the application for Public Offer Shares to be issued in the
applicant’s own name, submitted online through the designated
website of the www.eipo.com.hk

“White Form eIPO Service Computershare Hong Kong Investor Services Limited
Provider”
“%” per cent

Unless otherwise expressly stated or the context otherwise requires, all data in this document is as of the
date of this document.

The English names of the PRC entities (including schools), PRC laws or regulations, and the PRC
governmental authorities referred to in this document are translations from their Chinese names and are
for identification purposes. If there is any inconsistency, the Chinese names shall prevail.

Certain amounts and percentage figures included in this document have been subject to rounding
adjustments. Accordingly, figures shown as totals in certain tables may not be an arithmetic aggregation
of the figures preceding them.
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GLOSSARY OF TECHNICAL TERMS

This glossary contains definitions of certain terms used in this document in connection with our
Company and our business. Some of these may not correspond to standard industry definitions.

“bachelor’s degree programme”

“CAGR”

“college”

“combined vocation education
and junior college diploma
programme”

“compulsory education”

“formal education”

“GFA”

“high school”

“higher education”

“independent college”

“initial employment rate”

a four-year post-secondary formal programme that generally enrols
high school graduates who have taken the National Higher
Education Entrance Exam, and upon the completion of which a
bachelor’s degree will be granted

compound annual growth rate

a higher educational institution offering bachelor’s degree
programmes and junior college diploma programmes, which may
be a branch college (/&P ) and may not be a separate legal
entity

a five-year education programme that generally enrols middle
school graduates and upon the completion of which a junior
college diploma will be granted

grade one to grade nine education, which all citizens in China must
receive according to the Compulsory Education Law of the PRC

( (PHEANRILAMEBHELRETIER) )

education system that provides students with the opportunity to
earn official certificates from the PRC government

gross floor area

a school that provide education for students in grade 10 through
grade 12

an optional final stage of formal learning that occurs after
secondary education, which is often delivered at universities,
academies, colleges and institutes of technologies

a bachelor-degree level higher education institution established by
a public university that provides formal education in bachelor-
degree level or above in association with individuals or social
organisations other than governmental institutions using non-state
funds

the percentage of graduates who entered into full-time employment
contracts, were self-employed, accepted an offer for higher degree
or equivalent programmes, or accepted an offer to pursue overseas
study or employment, before graduation. There may be variation to
the meaning of this term depending on the relevant school and type
of graduates considered
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GLOSSARY OF TECHNICAL TERMS

“junior college degree
programme”

“junior college to bachelor’s
degree transfer programme”

“National Higher Education
Entrance Exam”

“one-child policy”

“Private HEI”, “private higher
education institution” or
‘“private university”

“private school”

“public school”

“school sponsor”

“sq.m.”

‘“vocational education
programme”

a three-year post-secondary formal education programme that
generally enrols high school graduates who have taken the
National Higher Education Entrance Exam, and upon completion
of which a junior college degree will be granted

a two-year post-secondary formal education programme that
generally enrols graduates of junior college degree programmes
who have taken the National Higher Education Entrance Exam, and
upon completion of which a bachelor’s degree will be granted

also known as “Gaokao” (/=7%), an academic examination held
annually in the PRC, and a prerequisite for entrance into most
higher education institutions at the undergraduate level in the PRC

China’s population control policy implemented by the Population
and Family Planning Law of the PRC, according to which a family
can have only one child, with certain exceptions

a PRC private higher education institution (F =% 2 8 #H#) not
affiliated with any public universities that is operated by non-
governmental entity(ies) or individual(s) where government
funding is not a major source of capital and has open admission
and enrolment to the public

a school that is not run by local, provincial or national
governments

a school that is run by local, provincial or national governments

an individual or entity that funds or holds interests in an
educational institution

square metre

a three-year vocational education programme that generally enrols
middle school graduates or a one-year vocational education
programme that generally enrols high school graduates, and upon
the completion of which a vocational high school diploma will be
granted
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FORWARD-LOOKING STATEMENTS

Certain statements in this document are forward looking statements that are, by their nature, subject to
significant risks and uncertainties. Any statements that express, or involve discussions as to, expectations,
beliefs, plans, objectives, assumptions or future events or performance (often, but not always, through the
use of words or phrases such as “will”, “expect”, “anticipate”, “estimate”, “believe”, “going forward”,
“ought to”, “may”, “seek”, “should”, “intend”, “plan”, “projection”, “could”, “vision”, “goals”, “aim”,
“aspire”, “objective”, “target”, “schedules” and “outlook™) are not historical facts, are forward-looking
and may involve estimates and assumptions and are subject to risks (including but not limited to the risk
factors detailed in this document), uncertainties and other factors some of which are beyond our
Company’s control and which are difficult to predict. Accordingly, these factors could cause actual results

or outcomes to differ materially from those expressed in the forward-looking statements.

Our forward-looking statements have been based on assumptions and factors concerning future events that
may prove to be inaccurate. Those assumptions and factors are based on information currently available
to us about the businesses that we operate. The risks, uncertainties and other factors, many of which are
beyond our control, that could influence actual results include, but are not limited to:

. our operations and business prospects;

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

. our ability to develop and manage our operations and business;

. our ability to maintain or increase student enrolment in our colleges;

. our ability to maintain or increase tuition fees;

. our ability to maintain or increase utilisation of our facilities;

. our capital expenditure programmes and future capital requirements;

. our future general and administrative expenses;

. competition for, among other things, capital, technology and skilled personnel (including teaching
staff);

. our ability to control costs;

. our ability to remit dividends;

. changes to regulatory and operating conditions in the industry and geographical markets in which we

operate; and

. all other risks and uncertainties described in the section headed “Risk Factors” in this document.

Since actual results or outcomes could differ materially from those expressed in any forward-looking
statements, we strongly caution investors against placing undue reliance on any such forward-looking
statements. Any forward-looking statement speaks only as of the date on which such statement is made,
and, except as required by the Listing Rules, we undertake no obligation to update any forward-looking
statement or statements to reflect events or circumstances after the date on which such statement is made
or to reflect the occurrence of unanticipated events. Statements of or references to our intentions or those
of any of our Directors are made as of the date of this document. Any such intentions may change in light
of future developments.

All forward-looking statements in this document are expressly qualified by reference to this cautionary
statement.
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RISK FACTORS

An investment in our Shares involves significant risks. You should carefully consider all of the
information in this document, including the risks and uncertainties described below, before making an
investment in our Shares. The following is a description of what we consider to be our material risks
and uncertainties. Any of the following risks and uncertainties could have a material adverse effect on
our business, financial condition and results of operations. In any such case, the market price of our

Shares could decline, and you may lose all or part of your investment.

We believe there are certain risks and uncertainties involved in our operations, some of which are beyond
our control. We have categorised these risks and uncertainties into: (i) risks relating to our business and
our industry; (ii) risks relating to our Contractual Arrangements; (iii) risks relating to doing business in
China; and (iv) risks relating to the Global Offering.

RISKS RELATING TO OUR BUSINESS AND OUR INDUSTRY
We are subject to uncertainties brought by the 2016 Decision and the MOJ Draft for Comments.
The 2016 Decision

Our business is regulated by, among others, the Law for Promoting Private Education of the PRC. The
2016 Decision that became effective on 1 September 2017 introduced a number of amendments. Under the
2016 Decision, sponsors of an existing private school engaged in higher education may elect to register
the school as a non-profit or for-profit private school at their own discretion. We are not required at this
stage to make, and have not made, any decision as to whether any of our PRC Operating Schools will be
registered as a non-profit or for-profit private school under the 2016 Decision. According to the
Implementation Opinions of Henan Government on Encouraging the Operation of Education by Social
Forces and Promoting the Healthy Development of Private Education ( <J7 /& A REBUN B iR 5B+ & 71
B R R R B RS R 0 B L) ), private higher institutions in Henan Province,
including our PRC Operating Schools, are required to complete their registration before 2022. According
to the Implementation Opinions of Hubei Government on Promoting the Healthy Development of Private
Education ( <Mt A BB B ST € & BURECE (& R A i Fe s A ) ), private
higher institutions in Hubei Province, including Hubei College, are required in principle to complete their
registration before 1 September 2020. The election to register our schools as a non-profit or for-profit
private school may have a material impact on our business, financial condition and results of operations,
of which we are currently not in a position to accurately assess due to the absence of any detailed
implementation rules that have yet to be promulgated by the relevant local governments under the 2016
Decision. For a general description of the key differences between a non-profit private school and a
for-profit private school under the framework of the 2016 Decision, see the section headed “Regulations
— Regulations on Private Education in the PRC — The Amendment to the Law for Promoting Private
Education” for further details. Some of the differences may result in significant changes to the competitive
landscape among private schools. In particular, a for-profit private school may determine the level of its
schools fees based on its operating conditions, while that of a non-profit private school is subject to
standards stipulated by local governments, and a non-profit private school may receive additional support
from the government than a for-profit private school.

The 2016 Decision was recently promulgated and PRC government authorities may further formulate
regulations to implement the 2016 Decision. It remains uncertain as to whether such implementation
regulations would have any material adverse impact on our business. In particular, there is significant
uncertainty as to tax or other preferential treatments that our colleges may enjoy if we elect to register
them as non-profit private schools or for-profit schools under the 2016 Decision. In addition, there are
uncertainties regarding the interpretation and enforcement of the 2016 Decision and relevant regulations
by government authorities.
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RISK FACTORS

The MOJ Draft for Comments

On April 20, 2018, the MOE issued the MOE Draft for Comments to seek public comments, and on 10
August 2018, the MOJ issued the MOJ Draft for Comments based on a revised version of the MOE Draft
for Comments, namely, the Draft Revision of the Regulations on the Implementation of the Law for
Promoting Private Education of the PRC (the Draft for Examination and Approval) ( <+ #E A R ALAE R
WEHE TR R B RO (5T R (38 /)) ), to seek public comments. The MOJ Draft for Comments
further promotes the development of private education by providing that a private school shall enjoy rights
or preferential policies stipulated by laws equivalent to those applicable to a public school, which shall
primarily include: (i) a non-profit private school shall enjoy the same tax policies as that enjoyed by a
public school and the relevant tax concession, and a for-profit school shall enjoy tax preferential
treatments and other preferential policies applied to industries encouraged by the state for development,
of which the specific provisions shall be formulated jointly by the administrative department for finance,
taxation and other relevant administrative departments of the State Council; and (ii) the local people’s
governments shall grant preferential treatments in terms of land use by means of allocation in accordance
with the principle of treating non-profit private schools equally as public schools, and for schools that
provide education for academic credentials, may provide lands by means of bid invitation, auction or
listing, assigning contracts, long-term lease or combination of sale as well as rental, and may give
appropriate preferential treatment on charges for the assignment or rental of land, and may permit payment
in instalments.

The MOJ Draft for Comments stipulates further provisions of the operation and management of private
schools, such as our PRC Operating Schools and Hubei College. Among other things, (i) a non-profit
private school shall use the accounts filed with the competent authorities for charging fees and financial
transactions, and a for-profit private school shall deposit the income into a specific settlement account of
its own; (ii) a private school shall conduct any connected transactions in a manner that is open, justified
and fair and shall establish disclosure mechanisms for such transactions. Any agreement involving
material interests or any long-term and recurring agreement entered into between a non-profit private
school and its connected party shall be reviewed and audited by the relevant government authorities in
terms of necessity, legitimacy and compliance; and (iii) the registered capital of a for-profit private school
providing higher diploma education shall be no less than RMBO0.2 billion. With respect to requirement (ii)
above, our Contractual Arrangements may be regarded as connected transactions of our private schools
and we may incur substantial compliance costs for establishing disclosure mechanisms and undergoing
reviewing and audit by the relevant government authorities. Such process may not be in our control and
may be highly complicated and burdensome and may divert management attention. Government
authorities may, during their review and audit process, compel us to make modifications to our Contractual
Arrangements for whatever reason, which may in turn adversely affect the operation of our Contractual
Arrangements. Government authorities may find that one or more agreements underlying our Contractual
Arrangements do not comply with applicable PRC laws and regulations and may subject us to severe
penalties, resulting in material adverse impact on our operation and financial condition.

The MOJ required comments from the public on the MOJ Draft for Comments, if any, to be submitted prior
to 10 September 2018, but has not provided the timeframe for the promulgation of the implementation
rules on the Law for Promoting Private Education of the PRC. As of the date of this document, no
implementation rules on the Law for Promoting Private Education of the PRC have been promulgated.
Uncertainties exist with respect to the interpretation of the MOJ Draft for Comments and we cannot assure
you that the implementation of the MOJ Draft for Comments by the competent authorities will not deviate
from our current understanding or interpretation of it.

Implementation Rules under the 2016 Decision

Other than the Implementation Opinions of Henan Government on Further Promoting the Healthy
Development of Private Education ( T & A B BUR B A S+ ) 5 FURACR 1 — D e R IACE
FREFEME M ) ) and the Implementation Opinions of Hubei Government on Promoting the Healthy
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Development of Private Education ( <idt#& A RBUN B s+ e ) & B2 E I8 IR (il e i
ME A L) ) (see also “Regulations™), the Henan and Hubei governments have not yet promulgated
detailed implementation rules under the 2016 Decision. There is no assurance that we will be able to
operate our business in full compliance with the 2016 Decision or any relevant regulations in a timely
manner, or at all. Should we fail to fully comply with the 2016 Decision or any relevant regulations as
interpreted by the relevant government authorities, we may be subject to administrative fines or penalties
or face other negative consequences that could materially and adversely affect our brand name and
reputation, and, in turn our business, financial condition and results of operations.

According to the Implementation Regulations for Classification Registration of Private Schools ( ¥
BB U EREANA)  promulgated by five PRC government authorities, including the MOE, on 30
December 2016, existing private schools are required to choose to register as non-profit private schools
or for-profit private schools with competent government authorities:

. if we elect our schools to register as for-profit schools, we will be required to (i) undertake financial
liquidation, (ii) have the property rights of the relevant assets, such as land, school buildings and net
balance being authenticated by the relevant governmental authorities, (iii) pay the relevant taxes and
fees, and (iv) re-register with relevant authorities to continue the school operations. In the absence
of any detailed implementation rules, we are not be able to predict or estimate the potential costs and
expenses involved and the process necessary to adjust our structure to complete such re-registration,
which may materially and adversely affect our business, financial condition and results of
operations; or

. if we elect our schools to register as non-profit private schools, (i) our schools will not be permitted
to distribute the operating proceeds to their sponsor(s) and the surplus from school operations can
only be applied to their operations, (ii) the provincial government authorities may impose restrictions
on our school fees, including the range and type of fees chargeable and approval or filing
requirements, and (iii) the sponsor(s) of our schools should amend the constitution documents and
re-register with the relevant authorities to continue the school operations. We may incur significant
administration and financial costs in the re-registration process, which may materially and adversely
affect our business, financial condition and results of operations.

We may not be able to register Hubei College as a for-profit private school or complete relevant
procedures or obtain the government registrations under the current form of the MOJ Draft for
Comments.

Pursuant to the MOJ Draft for Comments, public schools shall not invest or participate in investing
for-profit private schools while public schools are permitted to invest or participate in investing non-profit
private schools. If the Revision of the Implementation Rules on the Law for Promoting Private Education
of the PRC ( (hIEANRILMERBAFTIOELERGH (BFIHEZE)) ) (the “Revision of the
Implementation Rules”) is eventually adopted in the current form of the MOJ Draft for Comments and
our acquisition of Hubei College is completed prior to the effective date of the MOJ Draft for Comments
and the due date for Hubei College to elect to register as a non-profit private school or a for-profit private
school as required by the Education Department of Hubei Province (i.e., 1 September 2020), and if we
choose to register Hubei College as a for-profit private school after the relevant regulations and rules are
promulgated, we may be required to terminate the cooperation with Yangtze University currently in effect
subject to MOE approval and comply with the local implementation rules, and we may be required to
increase the registered capital of Hubei College from RMB115,650,000 to RMBO.2 billion. However, there
is a risk that Hubei College may not be able to choose to register as a for-profit private school as a result
of the regulatory restrictions.

We cannot assure you that we will be able to register Hubei College as a for-profit private school or
complete relevant procedures or obtain the government registrations on a timely basis, if at all, under the
current form of the MOJ Draft for Comments. As a result, our business, financial condition, future
prospects and results of operations may be adversely affected.
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Hubei College is required to satisfy certain requirements under the current form of the MOJ Draft
for Comments if it chooses to register as a non-profit private school, which may subject Hubei
College to operational risks.

If the Revision of the Implementation Rules is eventually adopted in the current form of the MOJ Draft
for Comments and our acquisition of Hubei College is completed prior to the effective date of the MOJ
Draft for Comments and the due date for Hubei College to register as a non-profit private school or a
for-profit private school as required by the Education Department of Hubei Province (i.e., 1 September
2020), and if we choose to register Hubei College as a non-profit private school with Yangtze University
remaining as one of the school sponsors, we will be required to satisfy certain requirements in accordance
with the MOJ Draft for Comments, including (i) not utilising any state financial funds; and (ii) not
conducting any activities that may adversely impact the educational activities of public schools.
Furthermore, Hubei College will be required to utilise campus and fundamental educational facilities and
academic resources that are separate from those of Yangtze University, to implement independent finance
and accounting system, to independently enrol students and award academic degrees and diplomas and to
maintain a certain number of independent full-time teachers dedicated to teaching (ZT-#Hf). The above
arrangements may significantly limit the resources and support that Hubei College may benefit from
Yangtze University, including access to education resources, campus facilities and other assistance. In
particular, Hubei College currently operates its campus facilities provided by Yangtze University (see
“Business — Additional College to Be Acquired by Our Group”), and it may not be able to implement
appropriate arrangements to operate independently from Yangtze University without significant
disruptions to its operations and/or financial commitment. Hubei College may not be able to implement
a smooth transition into a non-profit private school. As a result, the stability of staff and the learning
experience of students of Hubei College may be adversely affected, which may in turn adversely affect
Hubei College’s ability to maintain its teaching quality and attractiveness to students. Any of the foregoing
may result in a material adverse impact on the operations and/or financial condition of Hubei College.

Our business and results of operations depend on the level of tuition and boarding fees we are able
to charge and our ability to maintain and raise tuition and boarding fee levels.

One of the most significant factors affecting our profitability is the tuition and boarding fees we charge
at our colleges. For the years ended 31 August 2015, 2016 and 2017 and the six months ended 28 February
2018, we derived 89.7%, 90.0%, 90.2% and 89.1%, respectively, of our revenue from tuition and derived
10.3%, 10.0%, 9.8% and 10.9%, respectively, of our revenue from boarding fees. Our tuition rates are
primarily determined based on the demand for our educational programmes, the cost of our operations, the
geographic markets where we operate our colleges, the tuition charged by our competitors, our pricing
strategy to gain market share and general economic conditions in China and the areas in which our colleges
are located. We generally require all of our students to reside in our dormitories and charge them boarding
fees. Our boarding fees are affected by the cost of operating the dormitories, the general housing markets
where we operate our colleges and the boarding fees charged by our competitors.

Our tuition rates are also generally subject to the approval from the relevant government pricing
authorities in the areas where we operate. Under the Interim Measures for the Fees Collection Management
of Private Education Fees ( (RHFAFIEEIE1TH#L) ) promulgated by the PRC government
authorities on 2 March 2005, the types and amounts of fees charged by a private school providing
educational qualifications must be approved by the relevant governmental pricing authority. In recent
years, PRC pricing authorities have gradually loosened controls over tuition fees and boarding fees, but
certain limits such as price ceilings still exist in certain provinces. According to the Notice on the Relevant
Matters Concerning the Management of Tuition of Academic Education in Private Colleges and
Universities in Henan Province ( BT R & B e Ae B2 IR 25 B i e A8 By S BRI R JTE A28 ) ) issued
on 6 January 2017, the tuition and boarding fee levels of non-profit private colleges and universities
cannot exceed the maximum price level set by the relevant government authorities and shall be filed with
the provincial and municipal pricing and education authorities. Pursuant to the 2016 Decision, the tuition
fees of non-profit schools will be subject to certain restrictions set forth by the provincial governments,
while the tuition fees of for-profit schools shall be subject to market adjustments.
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There can be no assurance that we will be able to maintain or raise the tuition and boarding fee levels we
charge at our colleges in the future due to various reasons, including the failure to obtain necessary
approvals or filings. Even if we are able to raise the tuition level, we cannot assure you that we will be
able to attract prospective students to apply for our colleges at such increased rates. Neither can there be
assurance that we will be able to collect all the tuition and boarding fees on time from all of our students.
Our business, financial position and results of operations may be materially and adversely affected if we
fail to maintain or raise the tuition and boarding fee levels, attract sufficient students or collect the tuition
and boarding fees on time.

We may not be able to successfully increase the student enrolment at our colleges, which may hinder
our ability to raise the total tuition or expand our business.

One of the most significant factors affecting our profitability is the number of students enrolled at our
colleges. For the 2014/2015, 2015/2016, 2016/2017 and 2017/2018 school years, the total number of
students enrolled at our colleges was 29,673, 34,475, 42,194 and 45,210, respectively.

The number of students our colleges are able to admit each school year is set and approved by the relevant
PRC education authorities. For the 2014/2015, 2015/2016, 2016/2017 and 2017/2018 school years, the
total admission quota received by our colleges were 12,995, 14,267, 14,589 and 15,565, respectively.
According to the Opinions of the Ministry of Education on Further Regulating Higher Education
Enrolment  Programme  ( (B MBRINHE— L E S FHE R EF R EM TIEMNZER) ),  student
enrolment for graduate and undergraduate programmes requires approval from the MOE, and student
enrolment for junior college programmes is subject to the approval of the relevant local education
authorities. In the spirit of further promoting equal access to education in urban and rural areas, the Notice
of the Ministry of Education on Enrolment of Ordinary Colleges and Universities issued in 2017 ( (&
FRBR AT 201 7454 = A FR A= LAERYZE 1) ) instructs universities and colleges to improve their
enrolment plans by taking into account the number of students currently enrolled, the schools’ operational
conditions and employment statuses of their graduates, among other factors. This notice encourages
schools to continue to expand the implementation of the “Support for the Midwest Admissions
Programme” and to further increase the quota for students from the central and western regions of China
where the average enrolment rate is relatively low compared with more developed regions. However, we
cannot assure you that we will be able to successfully increase student enrolment capacity at our colleges,
which is subject to the approvals of the relevant government authorities.

Moreover, our enrolment for boarding students is restricted by the number of beds available in our student
dormitories. For the 2014/2015, 2015/2016, 2016/2017 and 2017/2018 school years, the overall utilisation
rate for our colleges based on the approximate number of students that their dormitories were designed to
accommodate was 82.1%, 84.3%, 90.0% and 90.0%, respectively. If we fail to admit all qualified students
who are interested in enrolling in our colleges due to these capacity constraints, limitations on student
enrolment quota or lack of regulatory approvals, we may not be able to successfully maintain our historic
enrolment levels or to increase our student enrolment. Thus, we may not be as successful in raising the
total tuition or carrying out our growth strategies and expansion plans as we would have anticipated, which
in turn may have a material and adverse effect on our business, financial condition and results of
operations.

We face intense competition in the PRC higher education industry, which could lead to adverse
pricing pressure, reduced operating margins, loss of market share, departures of qualified employees
and increased capital expenditures.

The higher education sector in China is rapidly evolving, highly fragmented and competitive, and we
expect competition in this sector to persist and intensify. We compete with public and private universities
and colleges that offer higher education programmes. We compete with these schools in many ways,
including reputation, the quality of the programmes and curriculum offerings, tuition and boarding fee
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levels, as well as school locations and facilities. Our competitors may adopt similar or superior curricula,
school support systems and marketing approaches, with different pricing and service packages that may
have greater appeal than our offerings. In addition, some of our competitors may have more resources than
we do and may be able to devote greater resources than we can in the development and promotion of their
schools and to respond more quickly than we can to the changes in student demand, testing materials,
admissions criteria, market needs or new technologies. In particular, the PRC public education system
continues to improve in terms of resources, admission policies and teaching quality and approaches, which
may lead to increased competition for us. If admission requirements are relaxed at public schools, more
diversified curricula are offered or the exam-oriented education approach is reformed, public schools may
become more attractive to students, and student enrolment in our colleges may decrease. As a result, we
may be required to reduce tuition or boarding fees or increase capital expenditure to retain or attract
students or pursue new market opportunities. If we are unable to successfully compete for new students,
maintain or increase our tuition or boarding fees, attract and retain competent teachers or other key
personnel or enhance the quality of our educational services, our business and results of operations may
be materially and adversely affected.

If our students and their parents become less interested in our education programmes, student enrolment
in our colleges may substantially decrease and we may need to lower our tuition and boarding fees to
attract more students. As a result, our business, financial condition and results of operations may be
materially and adversely affected.

We may not be able to execute our growth strategies successfully or effectively, which may hinder
our ability to capitalise on new business opportunities.

We plan to strengthen our competitiveness in Henan Province and further expand our school network in
other attractive markets. In addition, we plan to further increase the capacity and improve the utilisation
rate of existing schools. See the section headed “Business — Our Business Strategies” in this document
for more information. We may not succeed in executing our growth strategies due to a number of factors,
including our failure to do the following:

. increase student enrolment in our existing colleges;

. admit all qualified students who would like to enrol in our colleges due to the capacity constraints
of our school facilities;

. identify suitable acquisition targets;

. identify cities with sufficient growth potential in which we can establish new schools;

. cooperate and establish partnership with potential third party partners;

. effectively execute our expansion plans;

. acquire suitable land sites or construct school campuses in the cities to which we plan to expand our
operations;

. win government support or to partner with local governments in cities where we already have schools

or in cities or areas to which we plan to expand our operation;

. effectively market our colleges or brand in new markets or promote ourselves in existing markets;

. replicate our successful growth model in new markets or new geographical locations outside Henan
Province;

. effectively integrate any future acquisitions into our Group;

. obtain the requisite licences and permits from the authorities necessary to open new schools at our

desired locations;

. continue to enhance our course materials or adapt our course materials to student needs and teaching
methods;
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. follow the expected timetable with respect to the development of new schools; and

. achieve the benefits we expect from our expansion.

According to our current understanding and interpretation of the MOJ Draft for Comments, if the MOJ
Draft for Comments is adopted in its current form, we may not be able to acquire any new schools that
have been registered as a non-profit private school under the 2016 Decision and the local implementation
rules. This may significantly limit the number of target schools in the market that we may acquire in the
future, rendering us unable to identify suitable acquisition targets. Further amendments or revisions to the
MOJ Draft for Comments and introduction of relevant laws and regulations in the future may also present
additional limitations and restrictions on our acquisition and operation of target schools, which may in turn
adversely affect our ability to execute our expansion strategy effectively. Furthermore, uncertainties exist
with respect to the interpretation of the MOJ Draft for Comments, and we cannot assure you that the
implementation of the MOJ Draft for Comments by the competent authorities will not deviate from our
current understanding or interpretation of it. The actual implications may differ from the ones set out
above and may be more restrictive and limiting to our ability to execute our expansion strategy through
acquisition.

If we fail to successfully execute our growth strategies, we may not be able to maintain our growth rate
and, as a result, our business, financial condition and results of operations may be materially and adversely
affected.

Our acquisition of Hubei College involves uncertainties and risks.

Hubei College is an independent college affiliated with Yangtze University. On 5 December 2014, the
School Sponsor entered into a cooperation agreement. Pursuant to this agreement (as supplemented),
Yangtze University and the School Sponsor shall jointly operate Hubei College, Yangtze University shall
transfer to the School Sponsor the management rights of Hubei College for a consideration of RMB120
million, and the School Sponsor would become a school sponsor of Hubei College. As of the Latest
Practicable Date, the application for the School Sponsor to become a school sponsor of Hubei College is
pending the final approval of the MOE and the registration with the provincial civil affairs authorities (see
“History, Reorganisation and Corporate Structure — Acquisition of Hubei College”). Upon completion of
these procedures and the execution of the relevant contractual arrangements to obtain effective control
over Hubei College, we expect that Hubei College’s results of operations will be consolidated into our
results of operations.

If for any reason the MOE does not approve the aforementioned application or we are not able to execute
the relevant contractual arrangements to obtain effective control of Hubei College, we will not be able to
operate this college as planned, or at all. In this case, we may not be able to implement our expansion plan
or growth strategies. In addition, we had paid RMB100 million towards the total consideration for the
investment in Hubei College and have made substantial investments into the operations of Hubei College.
If we are unable to obtain relevant MOE approval and register with the provincial civil affairs authorities,
we may not be able to recover all or any part of the investments we have already made in relation to Hubei
College, and our business, financial condition and results of operations would be materially and adversely
affected.

We cannot assure you that Yangtze University will be receptive in negotiating any settlement arrangements
with us, or that we will be able to negotiate terms that will adequately compensate for our resources,
financial or otherwise, committed to the cooperation. Our general remedies under PRC laws to cancel the
contract and request the parties to reinstate their respective pre-contract position may not be supported,
and may involve protracted litigation proceedings that are subject to uncertain outcome and inordinate
legal costs.
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As of the Latest Practicable Date, we were not able to determine whether the sponsor capital (FIHF& %)
of Hubei College in the amount of RMB115,650,000 was fully paid up as Yangtze University (2L K%)
had yet to furnish us with the relevant supporting evidence. We also cannot assure you that Yangtze
University will honour its commitment to assume all obligations and liabilities of the existing school
sponsors towards Hubei College prior to the entering into of the cooperation agreement with us. In the
event that such sponsor capital has not been fully paid up when we become a school sponsor of Hubei
College in the future, our PRC Legal Adviser advises that there is a risk that we will be jointly liable with
the original school sponsor of Hubei College to pay up the unpaid sponsor capital and/or assume the
portion of the liabilities that Hubei College is unable to discharge, which could adversely affect our
business,financial condition and results of operations.

The MOJ Draft for Comments may have certain implications on our acquisition of Hubei College and the
registration of Hubei College as a for-profit private school or a non-profit private school. For more
information, including the possible scenarios in relation to our acquisition of Hubei College, see “Business
— Potential Implications of the 2016 Decision and the MOJ Draft for Comments — The MOJ Draft for
Comments — Implications on Hubei College”. See also “— Hubei College is required to satisfy certain
requirements under the current form of the MOJ Draft for Comments if it chooses to register as a
non-profit private school, which may subject Hubei College to operational risks” and “— We may not be
able to register Hubei College as a for-profit private school or complete relevant procedures or obtain the
government registrations under the current form of the MOJ Draft for Comments”.

Our operations of Hubei College may face risks arising from its name or change of name.

Hubei College is a legal entity separate and independent from Yangtze University. The name of Hubei
College contains the name of Yangtze University. As such, our operations of Hubei College may face risks
arising from name confusion. We cannot assure you that students and parents do not consider Hubei
College being operated by Yangtze University. Any negative publicity concerning Yangtze University or
its affiliates may be wrongly associated with Hubei College, which could adversely affect its reputation,
business, growth prospect and its ability to recruit qualified teachers and staff.

If for any reason we are required to, or decide to, change the name of Hubei College in the future for any
reason (such as due to termination of cooperation with Yangtze University and/or conversion of Hubei
College into a Private HEI), the operations of Hubei College under a new name may result in a diminished
interest from potential students and their parents. We cannot assure you that Hubei College will be able
to achieve the same level of growth, if at all, in student enrolment in the future under the new name. In
addition, the enrolled students of Hubei College may lose confidence in education quality and brand
awareness and choose to transfer to other public or private schools. If we are not able to effectively
promote Hubei College under the new name and increase the brand awareness, we may not be able to
maintain or increase its student enrolment, which may have an adverse effect on its business, financial
condition and results of operations.

We may not be able to successfully expand our business through acquisitions.

One of our growth strategies is to grow our business by acquiring additional schools. We have limited prior
experience in acquiring other schools. We cannot assure you that we will be able to identify suitable
acquisition targets and that our due diligence efforts will reveal all material deficiencies in the target
schools. We also cannot assure you that we will be able to obtain required governmental approvals for the
acquisition of other school in a timely manner, or at all.
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Furthermore, we may face challenges in integrating business operations and management philosophies of
acquired schools. The benefits of our future acquisitions depend in significant part on our ability to
effectively and timely integrate management, operations, technology and personnel. The acquisition and
integration of acquired schools is a complex, time-consuming and expensive process that, without proper
planning and implementation, could significantly disrupt our business operations and reputation. The main
challenges involved in acquiring and integrating acquired entities include the following:

. finding suitable targets;

. retaining qualified teaching staff of any acquired school,;

. consolidating educational services offered by the acquired school;

. integrating information technology platforms and administrative infrastructure;

. minimising the diversion of our management’s attention from on-going business concerns; and

. ensuring and demonstrating to our students and their parents that the new acquisitions will not result

in any adverse changes to our established brand image, reputation, teaching quality or standards.

We may not successfully integrate our operations and the operations of the schools we acquire in a timely
manner, or at all, and we may not realise the anticipated benefits or synergies of the acquisitions to the
extent, or in the timeframe we anticipated, which may have a material adverse effect on our business,
financial condition and results of operations.

There could also be unforeseen liabilities or asset impairments, including goodwill impairments, which
arise in connection with our potential acquisitions in the future. There may be liabilities or asset
impairments that we fail, or are unable, to discover in the course of our due diligence. Even for obligations
and liabilities that we are able to discover during our due diligence, we cannot assure you that any
valuation adjustment or contractual protections, such as indemnification provisions, we negotiate may be
sufficient to fully protect us from losses. Our rights under the indemnification may be subject to limitation
periods for bringing claims and limitations on the nature and amount of losses we may recover, and we
cannot be certain that indemnification will be, among other things, collectible or sufficient in amount,
scope or duration to fully offset any loss we may suffer. The use of our own capital as consideration in
any acquisition may significantly consume our capital resources, which could affect our capital plan and
render those funds unavailable for other corporate purposes. We may also not be able to raise sufficient
funds to consummate an acquisition without incurring significant financing costs, which may in turn have
a material adverse effect on our financial position. Furthermore, we cannot assure you we will be able to
achieve the desired operating levels of our future acquired schools and thus we may not be able to achieve
our target return on investment on, or intended benefits or operating synergies from, these acquired
schools.

Furthermore, acquisitions of independent colleges through cooperation with public education institutions
as part of our expansion strategies may involve substantial uncertainties and take considerable time to
complete. We cannot assure you that the completion of such acquisition through cooperation will always
materialise. In 2013, we entered into a cooperation with each of Tianjin Medical University (K5 £k
£y and Tianjin Normal University (KiF:li#iA£). However, our intended acquisition of the relevant
independent colleges did not materialise through such cooperation, both of which were terminated in 2016
and 2017, respectively. See “History, Reorganisation and Corporate Structure — Prior Cooperation” for
further details. We cannot assure you that similar termination will not occur in the future, which may
adversely affect our reputation in the industry and our ability to execute our growth strategy and may result
in significant loss of capital committed to such cooperation.
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Furthermore, our acquisition of Hubei College will involve the conversion of Hubei College from an
independent college of Yangtze University ({£7LK%E) into a Private HEL. In this connection, we may need
to pay Yangtze University ({RVLK%) certain termination fee, the amount of which has not been agreed
and is subject to further negotiations among the parties. We do not currently have any definitive indication
on how much the termination fee will be. We cannot assure you that we will be able to agree on a
reasonable termination fee. If we cannot agree on the termination fee at the relevant time, we may not be
able to proceed with the acquisition of Hubei College. If the termination fee is exorbitant, our profitability,
financial position and trading prospect may be adversely affected.

Our business relies on our ability to recruit and retain dedicated and qualified teachers and school
personnel.

We rely on our teachers for the provision of educational services to our students. Our teachers are therefore
critical to maintaining the quality of our programmes and curricula and to upholding our reputation. As
of 28 February 2018, we had a team of 1,718 full-time and part-time teachers. As of the Latest Practicable
Date, we had 1,944 full-time and part-time teachers.

We plan to continue to attract qualified teachers who have a strong command of their respective subject
areas and are capable of using innovative approaches in teaching classes. There is a limited number of
teachers with the necessary experience to teach our courses. Similarly, the pool of qualified school
personnel, such as principals, vice principals and other school administrators, all of whom are crucial to
the efficient and smooth operation of the colleges we operate, is relatively limited in China and in
particular, in Henan Province where our colleges are located. There is no guarantee that we can recruit and
retain such personnel in the future. As a result, we must provide competitive compensation and benefits
packages to attract and retain qualified teachers and other school personnel. In addition, criteria such as
commitment and dedication are difficult to evaluate during the recruitment process, particularly as we
continue to expand and recruit additional teachers and other school personnel quickly in order to meet
rising student enrolment. We must also provide on-going training to our teachers so that they can stay
abreast of changes in student demands, admissions and assessment test requirements, admissions criteria
and other key trends necessary to effectively teach their courses. In addition, a small number of foreign
teachers taught at Shangqiu University and Anyang University during the Track Record Period, and we
may engage additional foreign teachers as we continue to expand our curricula and majors. We may
experience difficulties in assisting our foreign teachers in obtaining employment visas or other approvals
required to enter and work in China, which may adversely impact the quality of the education we provide.

We may not be able to hire and retain a sufficient number of qualified teachers and school personnel to
keep pace with our anticipated growth while maintaining consistently high quality of our education
programmes across different schools. If we are unable to recruit and retain an appropriate number of
qualified teachers and school personnel, the quality of the services or overall education programmes may
decrease or be perceived to decrease in one or more of our colleges, which may have a material and
adverse effect on our reputation, business and results of operations.

Our graduates’ employment rate may decrease and satisfaction with our colleges may otherwise
decline.

Our colleges are positioned as private higher education institutions that equip our graduates with the
practical skills desired by employers in industries with significant recruiting demands. The graduates of
our colleges have achieved higher employment rates compared with the averages for private universities
in Henan Province. However, we cannot guarantee that our colleges will be able to continue to design or
modify our curricula to meet the expectations of our students and prospective employers or to satisfy
trends in the job market. We might not be able to devote the same amount of resources in training our
students, enhancing their practical skills and helping them secure jobs as we did during the Track Record
Period, or our efforts may not be so effective as they used to be. As the job market in China is constantly
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evolving, our curricula may focus on skills that are not or no longer valued by prospective employers. The
graduates of our colleges may therefore be unable to obtain satisfactory jobs and the employment rates and
average starting salaries of our graduates may decrease. Any negative development of our graduates’
employment rate and average starting salaries may harm the reputation of our colleges and affect the
student enrolment in our colleges, which may have a material and adverse impact on our results of
operations and financial conditions.

We may not be able to obtain all necessary approvals, licences and permits and to make all necessary
registrations and filings for our education services in the PRC.

We are required to obtain and maintain various approvals, licences and permits and fulfil registration and
filing requirements in order to conduct and operate our education and related services. For instance, to
establish and operate a school, we are required to obtain, among others, a private school operation permit
from the MOE or its local branches and to register with the local civil affairs bureau to obtain a certificate
of registration for a privately-run non-enterprise unit, or legal entity. In addition, we need to pass annual
inspections conducted by the MOE or its local branches and the local civil affairs bureau. We also need
to obtain approval from the MOE or its local branches as to the scale and scope of our student recruitment
activities. While we intend to obtain, using our best efforts, all requisite permits and complete the
necessary filings, renewals and registrations on a timely basis for our colleges, there is no assurance that
we will be able to obtain all required permits, approvals, licences or filings given the significant amount
of discretion the local PRC authorities may have in interpreting, implementing and enforcing relevant
rules and regulations, as well as other factors beyond our control and anticipation. If we fail to receive
required permits in a timely manner or obtain or renew any permits and certificates, we may be subject
to fines, confiscation of any gains derived from our non-compliant operations, the suspension of our
non-compliant operations or the compensation of any economic loss suffered by our students or other
relevant parties, which may materially and adversely affect our business and results of operations. For
further details of material approvals, licences and permits required for our operations, see the section
headed “Business — Licences and Permits” in this document.

Our business is dependent on the market recognition of reputation, and any damage to our
reputation would materially and adversely affect our business.

Our ability to maintain our reputation depends on a number of factors, some of which are beyond our
control. As we continue to grow in size and expand our programmes and curriculum offerings, it may
become difficult to maintain the quality and consistency of the services we offer, which may lead to
diminishing confidence in our brand name.

Numerous factors can potentially impact our reputation, including, but not limited to, levels of student and
parent satisfaction with our curricula, teachers and teaching quality, the employment rate of our students,
the number of our graduates being accepted into domestic and overseas graduate programmes, accidents
on campus, negative press, disruptions to our educational services, failure to pass an inspection by a
government education authority and loss of certifications and approvals that enable us to award diplomas
in our colleges. For example, in 2014, certain teachers and other employees of Hubei College publicly
expressed their dissatisfaction by submitting complaints due to their misunderstanding of the cooperation
between Yangtze University and our Group. In 2016, certain newly admitted students of Hubei College
expressed their dissatisfaction to the press for being requested to enrol in the Jingzhou main campus
instead of the Wuhan satellite campus.

We may also be subject to negative publicity in the future. Such publicity, even if untrue, may damage our
brand image and reputation and take up excessive time of our management and other resources. Two
brothers of Chairman Hou together control and operate certain schools in Henan Province offering primary
school and high school education. The names of these schools contain the Chinese words of “Chunlai (%
2K)”. We do not have any interests in, or any involvement in the management and operations of, such
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schools. However, if any of these schools or any other schools adopting the name of “Chunlai (%2£)” or
other similar names is subject to negative publicity for any reason, our brand image and reputation may
also be adversely affected. If our reputation is damaged, students and parents may become less interested
in our colleges. As a result, our business, financial condition and results of operations may be materially
and adversely affected.

We generated all of our revenue from Henan Province and from a limited number of colleges during
the Track Record Period.

Currently we operate three colleges in Henan Province in China, from which we generate all of our
revenue during the Track Record Period. We expect that our colleges in Henan Province will continue to
generate the majority of our revenue for the foreseeable future. Consequently, we are highly susceptible
to factors adversely affecting the PRC private education industry, or us, in Henan Province. If Henan
Province or any of the cities in which we operate, experiences an event that materially and negatively
affects its education industry or us, such as an economic downturn, a natural disaster or an outbreak of a
contagious disease, or if any governmental authorities governing Henan province or any of the cities in
which we operate, adopt regulations that place additional restrictions or burdens on us or on the education
industry in general, our business, financial condition and results of operations may be materially and
adversely affected.

We plan to expand our school network and campuses by constructing new buildings, and such
expansion may result in increase in depreciation costs and may adversely affect our business, results
of operations and financial position.

Historically and during the Track Record Period, we primarily expanded our school network and campuses
by building our own colleges and constructing campus buildings. The depreciation and amortisation
expenses related to our school buildings and facilities recorded under cost of revenue amounted to
RMB45.8 million, RMB48.4 million and RMB53.7 million for the years ended 31 August 2015, 2016 and
2017, respectively, and RMB27.4 million and RMB29.3 million for the six months ended 28 February
2017 and 2018, respectively.

As part of our business strategies to further expand our school network and campuses, we intend to add
new buildings and apply approximately 50% of the net proceeds from the Global Offering to construct
student dormitories and ancillary teaching facilities. For details of the plan, please refer to the section
headed “Business — Our Business Strategies — Grow our student enrolment by expanding and improving
school infrastructure” in this document. With the intended constructions, it is expected that we would incur
higher capital expenditures over the construction period, and as a result, additional depreciation costs will
be reflected in our profit and loss, which may adversely affect our financial performance and results of
operations. Assuming that we have acquired and consolidated Hubei College, we currently estimate that
we will record depreciation and amortisation costs in the range of approximately RMB72.5 million to
RMB138.3 million for each of the five years ending 31 August 2022. Such depreciation costs were
estimated primarily based on our expected capital expenditure in connection with our business expansion
plans, the relevant depreciation costs for the year ended 31 August 2017 and the expected growth rate of
our revenue, which should be in line with the growth rate of our depreciation costs.

Our historical financial and results of operations may not be indicative of our future performance
and our financial and results of operations may be difficult to forecast.

We experienced significant growth in revenue during the Track Record Period. Our historical growth was
driven by the increases in the number of students enrolled at our colleges and the level of tuition fees we
charged. Our financial condition and results of operations may fluctuate due to a number of other factors,
many of which are beyond our control, including: (i) our ability to maintain and increase student enrolment
at our colleges and maintain and raise tuition; (ii) general economic and social conditions and government
regulations or actions pertaining to the provision of private education in China; (iii) increased competition
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and market perception and acceptance of any newly introduced educational programmes in any given year;
(iv) expansion and related costs in a given period; (v) shifts in attitude towards private education in China
from students and their parents; and (vi) our ability to control our cost of revenue and other operating
costs, and enhance our operational efficiency. In addition, we may not be successful in continuing to
increase the number of students admitted to the colleges we operate due to, among other things, student
enrolment quota assigned by the relevant local PRC education authorities and our limited capacity for
accepting boarding students, and we may not be as successful in carrying out our growth strategies and
expansion plans.

Furthermore, we were not required to pay any PRC income tax in respect of the tuition fees and boarding
fees we received for providing formal academic education during the Track Record Period. However, our
WFOE is currently subject to an enterprise income tax rate of 25% and value added tax of 6% in the PRC
in respect of the service fees it receives from the consolidated affiliated entities under the Contractual
Arrangements. Such tax rates are subject to change and may have a significant impact on our profitability.

Moreover, we may not sustain our past growth rates in the future, and we may not sustain our profitability
on a quarterly, interim or annual basis in the future. We generally require students to pay tuition fees and
boarding fees from the entire school year upfront prior to the commencement of the school year, and
recognise revenue for the tuition fees and boarding fees on a straight-line basis over a twelve-month
period. However, our costs and expenses are not necessarily recognised at the same time with our revenue.
Our interim results, growth rates and profitability may not be indicative of our annual results or our future
results, and our historical interim and annual results, growth rates and profitability may not be indicative
of our future performance for the corresponding periods. See “Financial Information” for further details.
The market price and trading volume of our Shares could be subject to significant volatility, should our
earnings fail to meet the expectations of the investment community. Any of these events could cause the
price of our Shares to materially decrease.

The discontinuation of any preferential tax treatments currently available to us, in particular the tax
exempt status of our schools, could materially and adversely affect our results of operations.

According to the Implementation Rules for the Law for Promoting Private Education, private schools for
which the school sponsors do not require reasonable returns are eligible to enjoy the same preferential tax
treatment as public schools. The sponsors of all of our schools have elected not to require reasonable
returns. As a result, our schools are eligible to enjoy income tax exemption treatment. We have filed tax
registrations, and conducted interviews, with the local tax bureaus in the areas where we operate our
schools, which confirmed, among other things, that our schools were exempt from PRC enterprise income
tax during the Track Record Period. However, there is a possibility that the PRC government may
promulgate relevant tax regulations that will eliminate such preferential tax treatment, or the local tax
bureaus may change their policy, in each such case, we will be subject to PRC enterprise income tax going
forward. Moreover, pursuant to Notice of the Ministry of Finance and the State Administration of Taxation
on Full Launch of the Pilot Programme of Replacing Business Tax with Value-Added Tax ( {BAEGHS
GBS 485y B 7 4 T B 75 SE B Sr e (BB sl S 1) 2 ) ) which came into effect on 1 May 2016, formal
educational services are exempt from the value-added tax. As a result, formal educational services
provided by our schools are exempt from the value-added tax. Pursuant to the 2016 Decision that came
into effect on 1 September 2017, private schools are entitled to preferential tax treatments and, in
particular, non-profit private schools are entitled to the same preferential tax treatment as public schools.
The specific taxation policies applicable to for-profit private schools under the 2016 Decision are yet to
be introduced. Therefore, the preferential tax treatment available to our schools will be subject to (i) the
decision we make to operate our schools as for-profit or non-profit schools, and (ii) the tax treatment of
the for-profit schools which is expected to be stipulated in the implementation regulations related to the
2016 Decision that are to be introduced. There is no guarantee that the preferential tax treatment that
currently applies to our schools will not change in the future. For illustration purposes only, assuming that
during the Track Record Period the profit before tax of our schools was subject to PRC enterprise income
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tax of 25% and the revenue of our schools was subject to value-added tax of 6%, we estimate that the tax
exposure of our schools would have amounted to approximately RMB19.0 million, RMB48.9 million, and
RMB64.0 million for the years ended 31 August 2015, 2016 and 2017, respectively, and RMB28.3 million
for the six months ended 28 February 2018. On this basis, our adjusted net profit (see also “Financial
Information — Non-IFRS Measure”) would have been RMB57.1 million, RMB39.3 million, RMB90.7
million, for the years ended 31 August 2015, 2016 and 2017, respectively, and RMB42.2 million for the
six months ended 28 February 2018.

The discontinuation of any preferential tax treatment currently available to us or the determination of any
of the relevant tax authorities that any of the preferential tax treatment we have enjoyed or currently enjoy
is not in compliance with the PRC laws would cause our effective tax rate to increase, which would
increase our tax expenses and reduce our net profit. In addition, following the execution of the Contractual
Arrangements, the service fees received by WFOE from the consolidated affiliated entities will be subject
to enterprise income tax and value-added tax in the PRC.

We had net current liabilities as of 31 August 2015 and 2017, 28 February 2018 and 30 June 2018.

As of 31 August 2015 and 2017, 28 February 2018 and 30 June 2018, we had net current liabilities of
RMB125.8 million, RMB197.7 million, RMB125.0 million and RMB173.0 million (unaudited),
respectively. We had net current liabilities as of each of these dates due to several reasons, including the
payment of a one-off termination fee of RMB138.9 million during the year ended 31 August 2015, a
significant amount of our long-term borrowings having become current as of 31 August 2017 and
continued investments in property, plant and equipment. We expect to incur significant capital
expenditures for constructing new facilities, upgrading existing facilities and potential acquisitions. For
additional information on our liquidity position, see the section headed “Financial Information — Net
Current (Liabilities)/Assets” in this document. We may have net current liabilities in the future as our
business expands, in which case we may face a shortfall of working capital and may not be able to fully
service our short term bank borrowings. Furthermore, we cannot assure you that in the future we will be
able to secure sufficient capital on commercially acceptable terms to fund our working capital
requirements and planned capital expenditures. Any of these events could have a material adverse impact
on our financial conditions and results of operations.

We recorded a net loss for the year ended 31 August 2015.

We recorded a net loss of RMB62.8 million for the year ended 31 August 2015, primarily due to a one-off
termination fee of RMB138.9 million we paid to Anyang Normal University. For the years ended 31
August 2016 and 2017 and the six months ended 28 February 2018, we had a net profit of RMB109.8
million, RMB151.6 million and RMB58.7 million, respectively. However, we cannot guarantee that we
will not incur net losses again in the future. Our future revenue growth and profitability will depend on
a variety of factors, including the other risks described in this document, many of which are beyond our
control. Our ability to maintain profitability will depend in large part on our ability to control our costs
and expenses which we expect to increase as we further develop and expand our school network. We may
also further encounter unforeseen expenses, difficulties, complications, delays and other unknown events.
If we fail to increase revenue at the rate we anticipate or if our expenses increase at a faster rate than the
increase in our revenue, we may not be able to remain profitable or increase profitability.

Our continuing success depends on our ability to attract and retain our senior management and
other qualified personnel.

Our future success heavily depends on the continuing services of our Directors and senior management
team, including Chairman Hou, our founder and chairman of our Board, Mr. Hou, our executive director
and chief executive officer, other senior management team members and the principals of our colleges.

37



RISK FACTORS

If one or more of our Directors, senior management and other key personnel are unable or unwilling to
continue their employment with us, we may not be able to replace them with qualified personnel in a
timely manner, or at all, and our business may be disrupted and our results of operations and financial
condition may be materially and adversely affected. Competition for experienced management personnel
in the private education industry in the PRC and in particular, in Central China, is intense, and the pool
of qualified candidates is very limited. We may not be able to retain experienced senior management
members or other qualified personnel in the future. In the event we lose their services, or if any member
of our Directors or senior management team or other key personnel joins our competitor(s) or forms a
competing company, we may not be able to attract and retain our teachers, students, key educators and
other professionals, which could have a material and adverse effect on our business, results of operations
and financial condition.

Accidents or injuries suffered by our students or our employees on or outside our school campuses
or by other personnel on our school campuses may adversely affect our reputation and subject us to
liabilities.

We could be held liable for the accidents or injuries or other harm to students or other people at our
colleges, including those caused by or otherwise arising in connection with our school facilities or
employees. We could also face claims alleging that we were negligent or we provided inadequate
maintenance to our school facilities or supervision of our employees and therefore may be held liable for
accidents or injuries suffered by our students or other people at our colleges. In addition, if any of our
students or teachers are involved in any act of violence, we could face allegations that we failed to provide
adequate security or were otherwise responsible for his or her actions. We may also face reputational risk
if our students or employees suffer injuries outside our school campuses. Furthermore, we do not maintain
liability insurance that covers the foregoing liabilities relating to on-campus or off-campus accidents or
injuries. Even if we seek to obtain relevant insurance coverage in the future, we may not be able to obtain
such insurance coverage on commercially reasonable terms, or at all, or the insurance coverage may not
be adequate to fully protect us from these kinds of claims and liabilities. In the past, two of our students
committed suicide. In 2014, in an on-campus accident, a student was allegedly electrocuted in dormitories,
which received press coverage. Similar liability claim or negative press coverage against us or any of our
employees, regardless of its validity, could adversely affect our reputation as well as student enrolment
and retention. Even if unsuccessful, such a claim could create unfavourable publicity and cause us to incur
substantial expenses and divert the time and attention of our management, all of which may have a
material adverse effect on our business, prospects, financial condition and results of operations.

Our business and reputation could be materially and adversely affected in the event of incidents
resulting from quality issues of our catering or medical services.

Our students purchase food from canteens that we have outsourced to Independent Third Parties. We also
provide medical services to students in on-campus medical clinics operated by our colleges. We cannot
assure you that no incidents resulted from food quality or our medical services will occur in the future.
In the event of incidents arising from poor quality of our food or medical services that result in any serious
health violations or medical emergencies, such as mass food poisonings, our business and reputation could
be materially and adversely affected.

Student enrolment in certain of our colleges may decrease as a result of becoming independent from
public universities.

Shangqiu University, Anyang University and Hubei College were initially established as independent
colleges under public universities, namely, Henan Agricultural University, Anyang Normal University and
Yangtze University, respectively. Shangqiu University was converted into a private university in 2011 and
Anyang University was recently converted into a private university in 2016. After our acquisition of Hubei
College, we may consider converting it to a private university after a period of time. As we believe that
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Henan Agricultural University, Anyang Normal University and Yangtze University are well known in their
respective cities or provinces, termination of affiliative relationships with these public universities may
result in a diminished interest in attending our colleges from potential students and their parents. We
cannot guarantee that we will be able to achieve the same degree of growth, if at all, in student enrolment
in the future. In addition, the enrolled students of our colleges may choose to transfer to other universities
due to a perceived decrease in our education quality and brand awareness and choose to transfer to other
universities. If we are not able to effectively market our colleges and increase their brand recognition, we
may not be able to maintain or increase our student enrolment, which may have a material adverse effect
on our business, financial condition and results of operations.

We are subject to extensive governmental approvals and compliance requirements in relation to the
lands, buildings or groups of buildings that we own.

For campuses and school facilities constructed and developed for our colleges, we must obtain various
permits, certificates and other approvals from the relevant authorities at various stages of property
development, including the land use right certificates, planning permits, construction permits, certificates
for passing environmental assessments, certificates for passing fire control assessments, certificates for
passing construction completion inspections and building ownership certificates.

A substantial portion of our buildings is not in full compliance with property related rules and regulations
in the PRC. See the section headed “Business — Properties” in this document for further details. As a
result, our rights to these buildings may be limited or challenged by the relevant government authorities
or other third parties. We may also be subject to administrative fines or other penalties due to the lack of
the requisite permits, certificates and approvals, which may materially and adversely affect our business
operations, divert management attention and other resources and incur significant costs. In particular:

. for the properties that we have put into use without obtaining the land use right certificates, our
rights to the land may be challenged by third parties and the relevant government may confiscate,
or require us to relocate or demolish, such properties;

. for the properties that we have put into use without obtaining the certificates for passing
environmental assessments, we may be subject to a fine no more than RMB2,000,000 and/or
permanently discontinue the usage of the relevant properties;

. for the properties that we have put into use without obtaining the certificates for passing fire control
assessments, we may be subject to a fine ranging between RMB30,000 to RMB300,000 and/or
temporary suspension of the usage of the relevant properties before the incident is rectified;

. for the properties that we have put into use without obtaining the certificates for passing construction
completion inspections, we may be subject to a fine ranging between 2% to 4% of the total price of
the construction contract of the affected premises and/or temporary suspension of the usage of the
affected premises before the incident is rectified;

. for the properties that we have put into use or construction activities without obtaining the
construction planning certificates, we may be required to demolish the relevant buildings or groups
of buildings and be subject to fines of up to 10% of the construction costs of the buildings or groups
of buildings, respectively; and

. for the properties that we have started construction activities without obtaining the construction
permits, we may be required to take remedial actions within a time limit and be subject to fines
between 1% to 2% of the overall construction contract cost.
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If we lose the rights to any of our properties due to our failure to comply with relevant regulations, our
use of such properties may be limited, or we may be forced to relocate our colleges and incur additional
costs, which may result in disruptions to our school operations and materially and adversely affect our
business, financial condition and results of operations. In addition, we may in the future encounter
difficulties in obtaining the relevant permits, certificates and approvals for the construction and
development of our new schools, which may negatively affect our growth strategies. As a result, our
business, financial condition and results of operations may be materially and adversely affected.

The appraisal values of our properties may be different from their actual realisable values and are
subject to uncertainty or change.

The Property Valuation Report set out in Appendix III to this document with respect to the appraised
values of our properties is based on various assumptions, which are subjective and uncertain in nature. The
assumptions that Jones Lang LaSalle Corporate Appraisal and Advisory Limited (the “Property Valuer”)
used in the property valuation report include, among others: (i) buildings under the construction as of the
valuation date will be developed and completed in accordance with the latest development proposal; and
(ii) the seller sells the property interest in the market without the benefit of a deferred term contract,
leaseback, joint venture, management agreement or any similar arrangement that could affect the value of
the property interest.

Certain of the assumptions used by the Property Valuer in reaching the appraised values of our properties
may be inaccurate. Hence, the appraised values of our properties should not be taken as their actual
realisable values or a forecast of their realisable values. Unexpected changes to our properties and to the
national and local economic conditions may affect the values of these properties. You should not place
undue reliance on such values attributable to these properties as appraised by the Property Valuer.

Failure to make adequate contributions to various employee social security insurance plans for our
employees as required by PRC regulations may subject us to penalties.

As required by the PRC laws and regulations, we participate in various employee social security insurance
plans for our employees that are administered by local governments, including, among others, housing
provident funds, pension, medical insurance, maternity insurance employment injury insurance and
unemployment insurance. According to the relevant laws and regulations in the PRC, the amount we are
required to contribute for each of our employees under such plans should be calculated based on the
employee’s actual salary level of previous year, and be subject to a minimum and maximum level as from
time to time prescribed by local authorities. During the Track Record Period, we had not made
contributions to the social insurance plans and housing provident funds based on the actual salary level
of its employees. For more details, see “Business — Employees”. We cannot assure you that the relevant
local government authorities will not require us to pay the outstanding amount within a prescribed time
and impose late fees or fines on us, which may materially and adversely affect our business, financial
condition and results of operations.

If we fail to protect our intellectual property rights or prevent the loss or misappropriation of our
intellectual property rights, we may lose our competitive edge and our brand, reputation and
operations may be materially and adversely affected.

Unauthorised use of any of our intellectual property may adversely affect our business and reputation. We
rely on a combination of copyrights, trademarks and trade secrets laws to protect our intellectual property
rights. Nevertheless, third parties may obtain and use our intellectual property without due authorisation.

The practice of intellectual property rights enforcement action by Chinese regulatory authorities is in its
early stage of development and is subject to significant uncertainty. We may also need to resort to
litigation and other legal proceedings to enforce our intellectual property rights. Any such action, litigation
or other legal proceedings could result in substantial costs and diversion of our management’s attention
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and resources and could disrupt our business. In addition, there is no assurance that we will be able to
enforce our intellectual property rights effectively or otherwise prevent others from the unauthorised use
of our intellectual property. Failure to adequately protect our intellectual property could materially and
adversely affect our brand name and reputation, and our business, financial condition and results of
operations.

In particular, we may not be able to limit the use of the “Chunlai” (%K) name by, or fully protect our
name from reputational damage from, third parties. We cannot guarantee you that we will be able to defend
any intellectual property claims or settle disputes successfully without incurring substantial costs, or at all.
Furthermore, two brothers of Chairman Hou control and operate certain schools in Henan Province
offering primary school and high school education and bearing the name “Chunlai” (%2%K). We cannot
guarantee you that disputes over the use of such name with these schools or any other schools adopting
such name or similar names will not materialse in the future. We cannot guarantee you that we will be able
to resolve such disputes in our favour, failing which our brand name and reputation and our business,
financial condition and results of operations could be materially and adversely affected.

We may face disputes from time to time relating to the intellectual property rights of third parties.

We cannot assure you that materials and other educational content used in our colleges and programmes
do not or will not infringe intellectual property rights of third parties. There is no guarantee in the future
that third parties will not claim that we have infringed on their proprietary intellectual property rights.
There is no assurance that we will be able to successfully defend against such claims if they arise.
Participation in such litigation and legal proceedings may also cause us to incur substantial expenses and
divert the time and attention of our management. We may be required to pay damages or incur settlement
expenses. In addition, in case we are required to pay any royalties or enter into any licensing agreements
with the owners of intellectual property rights, we may find that the terms are not commercially acceptable
and we may finally lose the ability to use the related content or materials, which in turn could materially
affect our educational programmes. Any similar claim against us, even without any merit, could also
damage our reputation and brand image. Any such event could have a material and adverse effect on our
business, financial condition and results of operations.

The assets held by our colleges may not be pledged as collateral in connection with securing bank
loans and other borrowings, which reduces the schools’ ability to obtain financing to fund their
operations.

According to the PRC Security Law ( ("1 # A RILFIEIERIL) ) and the PRC Property Law ( {3 A
RALFEI Y HEE) ), mortgages, pledges or other encumbrances should not be created on properties which
are used for public welfare facilities. The buildings that our colleges own and occupy may be considered
“public welfare facilities” according to the Law for Promoting Private Education (2016), which provides
that private education is considered in the nature of “public welfare” in the PRC. Accordingly, education
facilities of schools which are set up for public welfare purposes may not be mortgaged. In such case,
those schools’ ability to obtain financing to fund their operations will be limited. Even if security interests
are intended to be created based on such properties under any loan agreement to be entered into between
any of our colleges and potential lenders, such security interests may not be valid or enforceable under the
laws and regulations of the PRC, and we cannot preclude the possibility that a government authority,
including any PRC court or administrative authority, may consider the security interests created from such
facilities to be in violation of PRC laws if we and the lenders have any dispute with regards to the relevant
loans under the applicable loan agreements or if the validity of the pledges are otherwise challenged. In
such case, it is likely that such security interests will not be enforceable and we may be requested by our
lenders to provide other forms of guarantees or prepay the outstanding balance of the loans immediately,
and the business operations of the relevant colleges and our financial condition will be materially and
adversely affected.

We previously engaged in a one-off financing transaction devised by a lending bank involving the
issuance of a bank acceptance note that was not in strict compliance with PRC laws.

In February 2017, as part of a one-off financing arrangement devised by a lending bank, we issued a bank
acceptance note in the amount of RMB95 million that was not supported by any bona fide underlying
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transaction as required by the relevant PRC laws and regulations. See “Business — Financing
Arrangement”. We settled the RMB95 million due to the lending bank in connection with the issuance of
the bank acceptance note on 9 February 2018 have obtained verbal confirmations from competent
authorities that we would not be penalised for the issuance of the bank acceptance note. We cannot,
however, assure you that the relevant regulatory authorities will not later adopt a different interpretation
of the relevant laws and regulations and/or take a different enforcement approach for any reason and
decide to impose penalties and/or fines on us retrospectively. Any such penalties and/or fines could
adversely affect our business, financial condition and results of operations.

Unauthorised disclosures or manipulation of sensitive personal data, whether through breach of our
network security or otherwise, could expose us to litigation or could adversely affect our reputation.

Maintaining our network security and internal controls over access rights is of critical importance because
proprietary and confidential student and teacher information, such as names, addresses, and other personal
information, is primarily stored in our computer databases located at each of our colleges. If our security
measures are breached as a result of actions by third parties, employee error, malfeasance or otherwise,
third parties may receive or be able to access student records, which could subject us to liabilities,
interrupt our business and adversely impact our reputation. Additionally, we run the risk that our
employees or third parties could misappropriate or illegally disclose confidential educational information
in our possession. As a result, we may be required to expend significant resources to provide additional
protection from the threat of these security breaches or to alleviate problems caused by these breaches.

We face risks related to natural disasters, health epidemics or terrorist attacks in China.

Our business could be materially and adversely affected by natural disasters, such as earthquakes, floods,
landslides, outbreaks of health epidemics such as avian influenza and severe acute respiratory syndrome,
or SARS, and Influenza A virus, such as HSN1 subtype and H5N2 subtype flu viruses, the Ebola virus,
the Zika virus, as well as terrorist attacks, other acts of violence or war or social instability in the region
in which we operate or those generally affecting China. In particular, as many of our campuses provide
on-campus accommodation to our students, teachers and staff, the boarding environment exposes our
students, teachers and staff to risks of epidemics or pandemics and makes it more difficult for us to take
preventive measures if an epidemic or pandemic were to occur. Any of the above may cause material
disruptions to our operations, such as temporary closure of our colleges, which in turn may materially and
adversely affect our financial condition and results of operations. If any of these occur, our colleges and
facilities may suffer damage or be required to temporarily or permanently close and our business
operations may be suspended or terminated. Our students, teachers and staff may also be negatively
affected by such events. In addition, any of these could adversely affect the PRC economy and
demographics of the affected region, which could in turn cause significant declines in the number of our
students applying to or enrolled in our colleges. If any of these events materialise, our business, financial
condition and results of operations could be materially and adversely affected.

We maintain limited insurance coverage.

Our insurance coverage is limited in terms of amount, scope and benefit. As advised by our PRC Legal
Adviser, our colleges are not required by PRC laws and regulations to purchase school liability insurance,
and none of them purchased any such insurance during the Track Record Period. Consequently, we are
exposed to various risks associated with our business and operations. We are exposed to risks including,
but not limited to, accidents or injuries in our colleges, fires, explosions or other accidents for which we
do not currently maintain insurance, loss of key management and personnel, business interruption, natural
disasters, terrorist attacks and social instability or any other events beyond our control. The insurance
industry in China is still at an early stage of development. Insurance companies in China offer limited
business-related insurance products. We do not have any business disruption insurance, product liability
insurance or key-man life insurance. Any business disruption, litigation or legal proceedings or natural
disaster, such as epidemics, pandemics or earthquakes, or other events beyond our control could result in
substantial costs and the diversion of our resources. Our business, financial condition and results of
operations may be materially and adversely affected as a result.
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The private higher education business is relatively new and may not gain wide acceptance in China.

Our future success is highly dependent on the acceptance, development and expansion of the market for
private for-profit education services in China. The private educational services market began to develop
in the early 1990s and has grown significantly due to favourable policies enacted by the PRC government.
In 1997, the State Council of the PRC promulgated the first regulation to promote the private education
industry in China. However, private education services requiring reasonable return were not permitted in
China until 2003 when the Law for Promoting Private Education of the PRC ( ¥ A\ AN B R A%
FIEHETE) ) became effective.

Management and operation of private schools and universities have been subject to extensive press
coverage and significant public debate. Despite the general public interest in pursuing higher degree
levels, there remains significant uncertainty as to public acceptance of the business model of private
higher education. In addition, there is substantial uncertainty relating to the application and interpretation
of PRC law as it relates to the promotion of the private education industry. Please refer to the section
headed “Regulations — Regulations on Private Education in the PRC” in this document for further details.
If the private education business model fails to gain traction or wide acceptance among the general public
in China, especially among students and their parents, or if the favourable regulatory environment
otherwise changes in the future, we may be unable to grow our business, and the market price of our
Shares could be materially and adversely affected.

RISKS RELATING TO OUR CONTRACTUAL ARRANGEMENTS

The PRC government may find that the agreements that establish the structure for operating our
business in China do not comply with applicable PRC laws and regulations, which may subject us
to severe penalties and our business may be materially and adversely affected.

Foreign investment in the education industry in China is extensively regulated and subject to numerous
restrictions. Under the Foreign Investment catalogue ( (4P & 2 2452 H #%) ), higher education is a
restricted industry for foreign investors. Foreign investors are allowed to invest in the higher education
industry only in the form of cooperative joint venture in which the PRC party must play a dominant role.
Furthermore, under the Implementation Opinions of the MOE on Encouraging and Guiding the Entry of
Private Capital in the Fields of Education and Promoting the Healthy Development of Private Education
issued by the MOE on 18 June 2012 ( B/ SChAN 5[ 25 R [ & 42 A 20 SR 4 R IECR (R J 1Y)
i i) ), the foreign portion of the total investment in a Sino-foreign joint venture educational
institution is limited to 50%. According to the Regulation on Operating Sino-foreign Schools of the PRC
( (b3 N R LA R ANS VEIRER ) ), which was promulgated by the State Council on 18 July 2003
and became effective on 1 September 2003, foreign investors invested in higher education must be foreign
education institutions with relevant qualifications and experience. For more details, see “Regulations —
PRC Laws and Regulations Relating to Foreign Investment in Education”.

Although foreign investment in high education is not prohibited, our subsidiaries in China are still
ineligible to independently operate our colleges. Accordingly, we have been and are expected to continue
to be dependent on our Contractual Arrangements to operate our education business. If the Contractual
Arrangements that establish the structure for operating our China business are found to be in violation of
any existing or future PRC laws, rules or regulations or fail to obtain or maintain any of the required
permits or approvals, we may not be able to consolidate the results of operations of our consolidated
affiliated entities. The relevant PRC regulatory authorities, including the MOE, would have broad
discretion in dealing with such violations, including:

. revoking the business and operating licences of our PRC subsidiaries or consolidated affiliated
entities;
. discontinuing or restricting the operations of any related-party transactions among our PRC

subsidiaries or consolidated affiliated entities;
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. imposing additional conditions or requirements with which we, our PRC subsidiaries or consolidated
affiliated entities may not be able to comply;

. requiring us to undergo a costly and disruptive restructuring such as forcing us to establish new
entities, re-apply for the necessary licences or relocate our businesses, staff and assets;

. restricting or prohibiting our use of proceeds from public offering or other financing activities to
finance our business and operations in China; or

. taking other regulatory or enforcement actions, including imposing fines, which could be harmful to
our business.

The imposition of any of these penalties may result in a material and adverse effect on our ability to
conduct our business in China and a loss of our economic benefits in the assets and operations of our
consolidated affiliated entities. In addition, if the imposition of any of these penalties causes us to lose the
rights to direct the activities of the consolidated affiliated entities or our right to receive economic benefits
from them, we would no longer be able to consolidate such entities, which contributed all of our
consolidated net revenue during the Track Record Period.

The Draft Foreign Investment Law proposes significant changes to the PRC foreign investment legal
regime, which will likely to have a significant impact on businesses in China controlled by foreign
invested enterprises through contractual arrangements, such as our business.

On 19 January 2015, the MOFCOM published the Foreign Investment Law of the PRC (Draft for
Comment) ( A A RN B0 A1 B0 5% & A (R R ECR 2 RURT)) ) (the “Draft Foreign Investment Law™).
The Draft Foreign Investment Law is intended to replace the current laws and implementation rules
governing the foreign investments in China. The Draft Foreign Investment Law proposes significant
changes to the existing PRC foreign investment legal regime and introduced the concept of ‘“actual
control” determined by the identity of the ultimate natural person or enterprise that controls the domestic
enterprise. If an enterprise is actually controlled by a foreign investor through contractual arrangements,
it may be regarded as a FIE and be restricted or prohibited from investment in certain industries listed on
the negative list as published by the PRC government unless permission from the competent authority is
obtained. Nevertheless, as the negative list has yet to be published, it is unclear whether it will differ from
the current list of industries subject to restrictions or prohibitions on foreign investment (including the
higher education industry). In addition, the Draft Foreign Investment Law also provides that the FIEs
operating in the industries on the negative list are required to complete the entry clearance procedure and
obtain other approvals that are not required for PRC domestic entities. As a result, certain FIEs in the
industries on the negative list may not be able to continue to conduct their business through contractual
arrangements.

Although the Draft Foreign Investment Law has been released for consultation purposes, there remain
substantial uncertainties regarding its final content, adoption timeline or effective date. Furthermore,
several issues are yet to be clarified at current stage, including, among others, (i) the level of “actual
control” for being qualified as a domestic enterprise, (ii) how existing domestic enterprises that are
operated by foreign investors through contractual arrangements are to be handled, and (iii) what business
will be classified as a “restricted business” or a “prohibited business” in the negative list. Due to these
uncertainties, we cannot determine whether the new foreign investment law, when it is adopted and
becomes effective, will have a material impact on our corporate structure and business. In the event that
the Contractual Arrangements through which we operate our education business are not treated as a
domestic investment and/or that our education business is classified as a “prohibited business” in the
negative list under the new foreign investment law as finally enacted, such Contractual Arrangements may
be deemed invalid and illegal and we may be required to unwind the Contractual Arrangements and/or
dispose of such education business. As we primarily conduct our education business and operate in the
PRC, any such event could have a material and adverse effect on our business, financial condition and
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results of operations. We may no longer be able to consolidate the financial results of our consolidated
affiliated entities and we would have to derecognise their assets and liabilities according to the relevant
accounting standards and, as a result, recognise an investment loss.

The Contractual Arrangements may not be as effective in providing control over our consolidated
affiliated entities as direct ownership.

We have relied and expect to continue to rely on the Contractual Arrangements to operate our education
business in China. For a description of these Contractual Arrangements, see the section headed
“Contractual Arrangements” in this document. These Contractual Arrangements may not be as effective in
providing us with control over our consolidated affiliated entities as equity ownership. If we had equity
ownership of our consolidated affiliated entities, we would be able to exercise our rights as a direct or
indirect shareholder of our consolidated affiliated entities to effect changes in the board of directors of our
consolidated affiliated entities, which in turn could effect changes, subject to any applicable fiduciary
obligations, at the management level. However, as these Contractual Arrangements stand now, if our
consolidated affiliated entities or their shareholders fail to perform their respective obligations under these
Contractual Arrangements, we cannot exercise shareholder’s rights to direct such corporate action as the
direct ownership would otherwise entail. If the parties under such Contractual Arrangements refuse to
carry out our directions in relation to day-to-day business operations, we will be unable to maintain
effective control over the operations of our consolidated affiliated entities. If we were to lose effective
control over our consolidated affiliated entities, certain negative consequences would result, including our
being unable to consolidate the financial results of our consolidated affiliated entities with our financial
results. Given that the revenue from our consolidated affiliated entities accounted for all of our total
revenue during the Track Record Period, our financial position would be materially and adversely
impacted if we were to lose effective control over our consolidated affiliated entities. In addition, losing
effective control over our consolidated affiliated entities may negatively impact our operational efficiency
and brand image. Further, losing effective control over our consolidated affiliated entities may impair our
access to their cash flow from operations, which may reduce our liquidity.

The beneficial owners of our consolidated affiliated entities may have conflicts of interest with us,
which may materially and adversely affect our business and financial condition.

Mr. Hou (our executive Director, chief executive officer and one of our Controlling Shareholders), Ms.
Jiang (our executive Director), and Chairman Hou (our founder, non-executive Director and Chairman) are
the beneficial owners of our consolidated affiliated entities. Therefore, the interests of Mr. Hou, Ms. Jiang
and Chairman Hou as the beneficial owners of our consolidated affiliated entities may differ from the
interests of our Company as a whole. In particular, Chairman Hou and Ms. Jiang do not hold any Shares
and, therefore, their interests may not align with those of our Shareholders. We cannot assure you that
when conflicts of interest arise, Mr. Hou, Ms. Jiang and/or Chairman Hou will act in the best interests of
our Company or that such conflicts will be resolved in our favour. In the event of any such conflicts of
interest, Mr. Hou, Ms. Jiang or Chairman Hou may potentially breach, or cause our consolidated affiliated
entities to breach, or refuse to renew, the existing Contractual Arrangements we have with them. If we
cannot resolve any conflict of interest or dispute between us and Mr. Hou, Ms. Jiang and/or Chairman Hou,
we would have to rely on legal proceedings, which could result in disruption of our business and subject
us to substantial uncertainty as to the outcome of any such legal proceedings. These uncertainties may
impede our ability to enforce the Contractual Arrangements. If we are unable to resolve any such conflicts,
or if we experience significant delays or other obstacles as a result of such conflicts, our business and
operations could be severely disrupted, which could materially and adversely affect our results of
operations and damage our reputation.
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In addition, although the equity pledge agreement entered into by and between the WFOE, Mr. Hou and
the PRC Holdco provide that the pledged equity interest shall constitute continuing security for any and
all of the indebtedness, obligations and liabilities under all of the principal service agreements, it is
possible that a PRC court could take the position that the amounts listed on the equity pledge registration
forms or estimated in the equity pledge agreements represent the full amounts of the collateral that have
been registered and perfected. If this were to happen, the obligations that are supposed to be secured in
the equity pledge agreements in excess of the amounts listed on the equity pledge registration forms or
estimated in the equity pledge agreements could be deemed unsecured debts by the PRC court, which take
the last priority among creditors.

Our exercise of the option to acquire the equity interests or sponsor interests (as the case may be)
of our consolidated affiliated entities may be subject to certain limitations and we may incur
substantial costs.

We may incur substantial cost in the exercise of the option to acquire the equity interests or sponsor
interests (as the case may be) in our consolidated affiliated entities. Pursuant to the Contractual
Arrangements, the WFOE has the exclusive right to require the shareholders or the sponsors (as the case
may be) of our consolidated affiliated entities to transfer their equity interests or sponsor interests (as the
case may be) in our consolidated affiliated entities, in whole or in part, to the WFOE or a third party
designated by the WFOE at any time and from time to time, at the lowest price allowed under PRC laws
and regulations at the time of transfer. If the relevant PRC authorities determine that the purchase prices
for acquiring our consolidated affiliated entities are below the market value, they may require the WFOE
to pay enterprise income tax for ownership transfer income with reference to the market value. The amount
of the tax may be substantial, which could materially and adversely affect our business, financial condition
and results of operations.

Any failure by our consolidated affiliated entities or their respective shareholders or sponsors to
perform their obligations under our Contractual Arrangements would potentially lead to the
incurrence of additional costs and the expending of substantial resources on our part to enforce such
arrangements, temporary or permanent loss of control over our primary operations or loss of access
to our primary sources of revenue.

Under the current Contractual Arrangements, if any of our consolidated affiliated entities or their
respective shareholders or sponsors fail to perform its or his/her respective obligations under these
Contractual Arrangements, we may incur substantial costs and resources to enforce such arrangements and
rely on legal remedies under PRC laws, including seeking specific performance or injunctive relief and
claiming damages.

The Contractual Arrangements are governed by PRC laws and provide for the resolution of disputes
through arbitration in China. Accordingly, these contracts will be interpreted in accordance with PRC laws
and any disputes will be resolved in accordance with PRC legal procedures. Under PRC laws, rulings by
arbitrators are final and the parties to a dispute cannot appeal the arbitration results in any court based on
the substance of the case. The prevailing party may enforce the arbitration award by instituting arbitration
award recognition proceedings with a competent PRC court. The legal environment in the PRC is not as
developed as in other jurisdictions, such as Hong Kong and the United States. As a result, uncertainties
in the PRC legal system could limit our ability to enforce these Contractual Arrangements. In the event
that we are unable to enforce these Contractual Arrangements, we may not be able to exert effective
control over our consolidated affiliated entities for an extended period of time or we may be permanently
unable to exert control over our consolidated affiliated entities. If this were to occur, we would be unable
to consolidate the financial results of our consolidated affiliated entities with our financial results, which
may materially and adversely affect our business, financial condition and results of operations and may
decrease the value of our Shareholders’ investments in our Company.
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In addition to the enforcement costs outlined above, during the course of disputes regarding such
enforcement action, we may temporarily lose effective control over our colleges in China, which may lead
to loss of revenue or potentially lead to the incurrence of additional costs and the expending of substantial
resources on our part to operate our business in the absence of effective enforcement of these Contractual
Arrangements. If this were to occur, our business, financial condition and results of operations may be
materially and adversely affected and the value of our Shareholders’ investments in our Company may
decrease.

The Contractual Arrangements may be subject to the scrutiny of the PRC tax authorities and
additional tax may be imposed, which may materially and adversely affect our results of operations
and value of your investment.

Under PRC laws and regulations, arrangements and transactions among related parties may be subject to
audit or challenge by the PRC tax authorities. We could face material and adverse tax consequences if the
PRC tax authorities determine that the exclusive management consultancy and business cooperation
agreements we have with our consolidated affiliated entities do not represent an arm’s-length transaction
and adjust any of those entities’ income in the form of a transfer pricing adjustment. A transfer pricing
adjustment could increase our tax liabilities. In addition, PRC tax authorities may form the view that our
subsidiaries or consolidated affiliated entities have improperly minimised their tax obligations, and we
may not be able to rectify any such incident within the limited timeline required by PRC tax authorities.
As aresult, the PRC tax authorities may impose late payment fees and other penalties on us for under-paid
taxes, which could materially and adversely affect our business, financial condition and results of
operations.

Certain terms of the Contractual Arrangements may not be enforceable under PRC laws.

The Contractual Arrangements provide for dispute resolution by way of arbitration in accordance with the
arbitration rules of the China International Economic and Trade Arbitration Commission in Beijing, the
PRC. The Contractual Arrangements contain provisions to the effect that the arbitral body may award
remedies over the equity interests or sponsor interests and/or assets of our consolidated affiliated entities,
injunctive relief and/or winding up of our consolidated affiliated entities. In addition, the Contractual
Arrangements contain provisions to the effect that courts in Hong Kong and the Cayman Islands are
empowered to grant interim remedies in support of the arbitration pending the formation of an arbitral
tribunal. However, we have been advised by our PRC Legal Adviser that the above-mentioned provisions
contained in the Contractual Arrangements may not be enforceable. Under PRC laws, an arbitral body does
not have the power to grant any injunctive relief or provisional or final winding-up order to preserve the
assets of or any equity interest or sponsor interest in our consolidated affiliated entities in case of disputes.
Therefore, such remedies may not be available to us, notwithstanding the relevant contractual provisions
contained in the Contractual Arrangements. PRC laws allow an arbitral body to award the transfer of assets
of or equity interest or sponsor interests in our consolidated affiliated entities in favour of an aggrieved
party. In the event of non-compliance with such award, enforcement measures may be sought from the
court. However, the court may or may not support the award of an arbitral body when deciding whether
to take enforcement measures. Under PRC laws, courts of judicial authorities in the PRC generally do not
grant injunctive relief or the winding-up order against our consolidated affiliated entities as interim
remedies to preserve the assets or equity interests or sponsor interests in favour of any aggrieved party.
Our PRC Legal Adviser is also of the view that, even though the Contractual Arrangements provide that
courts in Hong Kong and the Cayman Islands may grant and/or enforce interim remedies or in support of
arbitration, such interim remedies (even if so granted by courts in Hong Kong or the Cayman Islands in
favour of an aggrieved party) may not be recognised or enforced by PRC courts. As a result, in the event
that any of our consolidated affiliated entities or their shareholders breach any of the Contractual
Arrangements, we may not be able to obtain sufficient remedies in a timely manner, and our ability to exert
effective control over our consolidated affiliated entities and conduct our education business could be
materially and adversely affected. See the section headed “Contractual Arrangements — Operation of the
Contractual Arrangements — Disputes Resolution” in this document for details regarding the
enforceability of the dispute resolution provisions in the Contractual Arrangements as opined by our PRC
Legal Adviser.
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The School Sponsor is a private non-enterprise entity (R 238 {7), the sponsor interest of which
is not capable of being pledged in favour of WFOE under PRC laws. Our Contractual Arrangements
implement alternative arrangements that may not achieve the level of protection equivalent to
typical contractual arrangements where the school sponsor is an enterprise, the equity interest of
which is subject to equity pledge arrangements.

A set of contractual arrangements adopted for the purpose of controlling an entity typically includes equity
pledge arrangements in favour of the controlling entity to prevent the registered legal owners of the
controlled entity from transferring their legal interests without authorisation by the controlling entity. Such
equity pledge arrangements also serve as collateral to secure the controlled entity’s obligations under the
relevant contractual arrangements. The sponsor interest of each of our PRC Operating Schools (which was
held as to 100% by the School Sponsor as of the Latest Practicable Date) and the School Sponsor (which
was held as to 69.3% by Mr. Hou, as to 19.8% by Chairman Hou (founder of our Group, father of Mr. Hou
and spouse of Ms. Jiang) as to 9.9% by Ms. Jiang, and as to 1% by the PRC Holdco) is not capable of being
pledged in favour of WFOE under PRC laws.

To address this limitation, we have adopted alternative measures in our Contractual Arrangements and
other internal control measures, including (i) powers of attorney in favour of our WFOE to exercise all
rights in relation to the equity interests or sponsor interests (as the case may be) in the consolidated
affiliated entities; (ii) the pledge of receivables of our PRC Operating Schools in favour of our WFOE;
(iii) the pledge of proceeds from the sale or transfer of the sponsor interests in our PRC Operating Schools;
(iv) our WFOE’s possession of the original registration documents and seals required by the relevant
authorities to effect a legal transfer of sponsor interest; and (v) internal control measures that enable our
independent non-executive Directors to maintain close oversight and intervene if necessary. See
“Contractual Arrangements” for further details.

These measures, however, have certain inherent risks when compared to typical contractual arrangements
with equity pledge arrangements. In particular, the value of the receivables of the PRC Operating Schools
pledged in favour of our WFOE may be less than the value of the sponsor interests, hence, the maximum
amount recoverable by our WFOE under the pledge of receivables may be less than the value of the
sponsor interests. Any claim in excess of the value of the receivables pledged could be deemed to be
unsecured debts by the PRC courts and may significantly undermine our recovery prospects. Moreover,
due to the nature of the operation of the schools, student tuition fees and boarding fees are generally
received on a periodical basis as opposed to a recurrent basis throughout the year, thus, there may be
uncertainties as to when and whether WFOE will be able to recover tangible proceeds from the schools
in the event that such security interest is enforced. In terms of our internal control measures adopted, we
cannot assure you that they will always be effective in preventing unauthorised transfer of the sponsor
interests by the School Sponsor, Mr. Hou (our Controlling Shareholder, executive Director and chief
executive officer), Chairman Hou (our founder, non-executive Director and chairman) or Ms. Jiang (our
executive Director), who may be able to exert significant influence on our Group, including our WFOE
that is in possession of the relevant registration documents and seals to effect a legal transfer of the
relevant sponsor interests. Our internal control measures are intended to provide our independent
non-executive Directors with authority to intervene in any attempted unauthorised transfer of the sponsor
interests, however, we cannot assure you that they will always be able to maintain a close oversight over
the affairs of the PRC Operating Schools, particularly on an operational level, and detect improprieties and
take actions promptly.
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We rely on dividend and other payments from the WFOE to pay dividends and other cash
distributions to our Shareholders and any limitation on the ability of the WFOE to pay dividends to
us would materially and adversely limit our ability to pay dividends to our Shareholders.

Our Company is a holding company and our ability to pay dividends and other cash distributions to our
Shareholders, service any debt we may incur and meet our other cash requirements depends significantly
on our ability to receive dividends and other distributions from the WFOE. The amount of dividends paid
to our Company by the WFOE depends solely on the service fees paid to the WFOE from our consolidated
affiliated entities. However, there are restrictions under PRC laws for the payment of dividends to us by
the WFOE. For example, relevant PRC laws and regulations permit payments of dividends by the WFOE
only out of its retained earnings, if any, as determined in accordance with PRC accounting standards and
regulations. Under PRC laws and regulations, the WFOE is required to set aside at least 10% of its
after-tax profits based on PRC accounting standards each year to fund a statutory reserve, until the
accumulated amount of such reserve has exceeded 50% of its registered capital. Consequently, the WFOE
is restricted in its ability to transfer a portion of its net assets to us or any of our other subsidiaries in the
form of dividends, loans or advances. The foregoing restrictions on the ability of the WFOE to pay
dividends to us and the limitations on the ability of consolidated affiliated entities to pay service fees to
the WFOE could materially and adversely limit our ability to borrow money outside of China or pay
dividends to holders of our Shares.

The Law for Promoting Private Education has been amended by the 2016 Decision, namely the Decision
of the Standing Committee of the National People’s Congress on Amending the Law for Promoting Private
Education of the PRC ( (& A\ RACFRK &5 B2 B o BiME o< 3 R AR B RIFZCE (e L > 1 P
E) ) on 7 November 2016, which came into effect on 1 September 2017. Pursuant to the 2016 Decision,
sponsors of private school may choose to establish non-profit or for-profit private schools and will no
longer be required to indicate whether they require reasonable returns or not requiring reasonable returns.
Sponsors of for-profit private schools are entitled to retain the profits and proceeds from the schools and
the operation surplus may be allocated to the sponsors pursuant to the PRC Company Law (as defined
below) and other relevant laws and regulations. Sponsors of non-profit private schools are not entitled to
any distribution of profits or revenue from the non-profit schools they operate and all operation surpluses
of the schools shall be used for the operation of the schools. However, the 2016 Decision remains silent
on the requirement of the development fund of the non-profit schools or for-profit schools. For further
details of the 2016 Decision, see the section headed “Regulations — Regulations on Private Education in
the PRC — The Amendment to the Law for Promoting Private Education” in this document.

As a holding company, our ability to pay dividends and other cash distributions to our Shareholders
depends solely on our ability to receive dividends and other distributions from the WFOE, which in turn
depends on the service fees paid to the WFOE from our consolidated affiliated entities. Our PRC Legal
Adviser advises us that the WFOE’s right to receive the service fees from our consolidated affiliated
entities does not contravene any PRC laws and regulations and that payment of service fees under the
Contractual Arrangements should not be regarded as part of the distribution of returns or profits to the
sponsors of our schools. For further details regarding our PRC Legal Adviser’s view on the legality of the
payment of service fees under the Contractual Arrangements, see the section headed “Contractual
Arrangements — Legality of the Contractual Arrangements” in this document.

However, if the relevant PRC government authorities take a different view, they may seek to confiscate
any or all of the service fees that have been paid by our colleges to the WFOE, including retrospectively,
to the extent that such service fees are tantamount to “reasonable returns” (for the period prior to the 2016
Decision becoming effective) or deemed profit distribution (after the 2016 Decision becoming effective
and if our schools elect to re-register as non-profit schools) taken by the sponsors of these schools in
violation of PRC laws and regulations. The relevant PRC government authorities may also seek to stop
student enrolments at our colleges or, in a more extreme situation, revoke the operation permits of these
colleges, in which case we may, as a preventative measure to avoid such ramifications, change the election
made with respect to such colleges of which the sponsors require a “reasonable return”, which would in
turn result in our colleges ceasing to enjoy certain preferential treatment.
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If any of our consolidated affiliated entities becomes subject to winding up or liquidation
proceedings, we may lose the ability to enjoy certain important assets, which could negatively impact
our business and materially and adversely affect our ability to generate revenue.

We currently conduct our operations in China through the Contractual Arrangements. As part of these
arrangements, our consolidated affiliated entities hold a majority of the assets that are important to the
operation of our business, including operating permits and licences, real estate leases, buildings, groups
of buildings and other educational facilities related to the colleges. Under irrevocable powers of attorney,
Mr. Hou, Chairman Hou and Ms. Jiang may not unilaterally, without our consent, decide to voluntarily
liquidate our consolidated affiliated entities.

If any of these entities goes bankrupt and all or part of their assets become subject to liens or rights of
third-party creditors, we may be unable to continue some or all of our business activities, which could
materially and adversely affect our business, financial condition and results of operations. If any of our
consolidated affiliated entities undergoes a voluntary or involuntary liquidation proceeding, its
shareholders or unrelated third-party creditors may claim rights to some or all of these assets, thereby
hindering our ability to operate our business, which could materially and adversely affect our business, our
ability to generate revenue and the market price of our Shares.

RISKS RELATING TO DOING BUSINESS IN CHINA

Adverse changes in the PRC economic, political and social conditions as well as laws and government
policies, may materially and adversely affect our business, financial condition, results of operations
and growth prospects.

The economic, political and social conditions in the PRC differ from those in more developed countries
in many respects, including structure, government involvement, level of development, growth rate, control
of foreign exchange, capital reinvestment, allocation of resources, rate of inflation and trade balance
position. Before the adoption of its reform and opening up policies in 1978, the PRC was primarily a
planned economy. In recent years, the PRC government has been reforming the PRC economic system and
government structure and has implemented economic reform and measures using market forces in the
development of the PRC economy. Economic reform measures, however, may be changed, modified or
applied inconsistently from industry to industry or across different regions of the country.

We cannot predict whether the resulting changes will have any adverse effect on our current or future
business, financial condition or results of operations. Despite these economic reforms and measures, the
PRC government continues to play a significant role in regulating industrial development, allocation of
natural and other resources, production, pricing and management of currency, and there can be no
assurance that the PRC government will continue to pursue a policy of economic reform or that the
direction of reform will continue to be market friendly.

Our ability to successfully expand our business operations in the PRC depends on a number of factors,
including macro-economic and other market conditions, and credit availability from lending institutions.
Stricter credit or lending policies in the PRC may affect our ability to obtain external financing, which may
reduce our ability to implement our expansion strategies. We cannot assure you that the PRC government
will not implement any additional measures to tighten credit or lending standards, or that, if any such
measure is implemented, it will not adversely affect our future results of operations or profitability.

Demand for our services and our business, financial condition and results of operations may be materially
and adversely affected by the following factors:

. political instability or changes in social conditions of the PRC;
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. changes in laws, regulations, and administrative directives or the interpretation thereof;
. measures which may be introduced to control inflation or deflation; and
. changes in the rate or method of taxation.

These factors are affected by a number of variables which are beyond our control.

PRC regulation of loans and direct investment by offshore holding companies to PRC entities may
delay or prevent us from using the proceeds of the Global Offering to make loans or additional
capital contributions to our consolidated affiliated entities; which could materially and adversely
affect our liquidity and our ability to fund and expand our business operations.

In utilising the proceeds of the Global Offering in the manner described in the section headed “Future
Plans and Use of Proceeds” in this document as an offshore holding company of our PRC subsidiary, we
may (i) make loans to our consolidated affiliated entities; (ii) make additional capital contributions to our
PRC subsidiary; (iii) establish new subsidiaries and make additional new capital contributions to these
new PRC subsidiaries; and (iv) acquire offshore entities with business operations in China in an offshore
transaction. However, most of these uses are subject to PRC regulations and approvals. For example:

. loans by us to the WFOE cannot exceed statutory limits and must be registered with SAFE, or its
local counterparts;

. loans by us to our consolidated affiliated entities, over a certain threshold, must be approved by the
relevant government authorities and must also be registered with the SAFE or its local counterparts;
and

. capital contribution to our consolidated affiliated entities must be approved by the MOE and the

Ministry of Civil Affairs or their respective local counterparts.

We expect that PRC laws and regulations may continue to limit our use of net proceeds from the Global
Offering or from other financing sources. We cannot assure you that we will be able to obtain these
government registrations or approvals on a timely basis, if at all, with respect to future loans or capital
contributions by us to our entities in China. If we fail to receive such registrations or approvals, our ability
to use the net proceeds from the Global Offering and to capitalise our PRC operations may be negatively
affected, which could adversely affect our liquidity and our ability to fund and expand our business.

Failure to comply with PRC regulations regarding the registration requirements for employee share
ownership plans or share option plans may subject the PRC plan participants or us to fines and other
legal or administrative sanctions.

In February 2012, the SAFE promulgated the Notices on Issues Concerning the Foreign Exchange
Administration for Domestic Individuals Participating in Stock Incentive Plans of Overseas Publicly-
Listed Companies (% 54N S H3 5 B 17 558 A A8\ 22 BRURE A T 2 ) JRRE VEOMRD 71380 & 7 PRLAT TR P L ) 2
1) ) (the “Stock Option Rules”). Under the Stock Option Rules and other relevant rules and regulations,
PRC residents who participate in stock incentive plan in an overseas publicly-listed company are required
to register with SAFE or its local branches and complete certain other procedures. Participants of a stock
incentive plan who are PRC residents must retain a qualified PRC agent, which could be a PRC subsidiary
of the overseas publicly-listed company or another qualified institution selected by the PRC subsidiary, to
conduct the SAFE registration and other procedures with respect to the stock incentive plan on behalf of
its participants. The participants must also retain an overseas entrusted institution to handle matters in
connection with their exercise of stock options, the purchase and sale of corresponding stocks or interests
and fund transfers. In addition, the PRC agent is required to amend the SAFE registration with respect to
the stock incentive plan if there is any material change to the stock incentive plan, the PRC agent or the
overseas entrusted institution or other material changes. We and our PRC employees who have been
granted share options will be subject to these regulations upon the completion of the Global Offering.
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Failure of our PRC share option holders to complete their SAFE registrations may subject these PRC
residents to fines and legal sanctions and may also limit our ability to contribute additional capital into
our PRC subsidiaries, limited our PRC subsidiaries’ ability to distribute dividends to us, or otherwise
materially and adversely affect our business, financial condition and results of operations.

Restrictions on currency exchange under PRC laws may limit our ability to convert cash derived
from our operating activities into foreign currencies and may materially and adversely affect the
value of your investment.

The PRC government imposes controls on the convertibility of Renminbi into foreign currencies and, in
certain cases, the remittance of currency out of China. We receive substantially all of our revenue in
Renminbi. Under our current corporate structure, our income is primarily derived from dividend payments
from the WFOE. Shortages in the availability of foreign currency may restrict the ability of our PRC
subsidiaries and our affiliated entities to remit sufficient foreign currency to pay dividends or other
payments to us, or otherwise satisfy their foreign currency denominated obligations, if any. Under the
existing PRC foreign exchange regulations, conversion of Renminbi is permitted, without prior approval
from SAFE, for current account transactions, including profit distributions, interest payments and
expenditures from trade-related transactions, as long as certain procedural requirements are complied
with. However, approval from and registration with SAFE and other PRC regulatory authorities are
required where Renminbi is to be converted into foreign currency and remitted out of China for capital
account transactions, which includes foreign direct investment and repayment of loans denominated in
foreign currencies. The PRC government may also, at its discretion, restrict access in the future to foreign
currencies for current account transactions. Any existing and future restrictions on currency exchange in
China may limit our ability to convert cash derived from our operating activities into foreign currencies
to fund expenditures denominated in foreign currencies. If the foreign exchange restrictions in China
prevent us from obtaining Hong Kong dollars or other foreign currencies as required, we may not be able
to pay dividends in Hong Kong dollars or other foreign currencies to our Shareholders, or pay the salaries
of our non-PRC teachers in currencies other than Renminbi. Furthermore, foreign exchange control in
respect of the capital account transactions could affect our PRC subsidiaries’ ability to obtain foreign
exchange or conversion into Renminbi through debt or equity financing, including by means of loans or
capital contributions from us.

Fluctuations in exchange rates may result in foreign currency exchange losses and may have a
material adverse effect on your investment.

The change in the value of Renminbi against the U.S. dollar, Hong Kong dollar and other currencies may
fluctuate and is affected by, among other things, changes in China’s political and economic conditions. In
July 2005, the PRC government changed its decade-old policy of pegging the value of Renminbi to the
U.S. dollar, and Renminbi appreciated more than 15% against the U.S. dollar over the following three
years. On 19 June 2010, the PBOC announced that it intends to further reform the Renminbi exchange rate
regime by enhancing the flexibility of the Renminbi exchange rate. In the five years following this
announcement, the Renminbi gradually appreciated against the U.S. dollar. On 11 August 2015, the PBOC
further enlarged the floating band for trading prices in the inter-bank spot exchange market of Renminbi
against the U.S. dollar to 2.0% around the closing price in the previous trading session, and Renminbi
depreciated against the U.S. dollar by approximately 1.9% as compared to 10 August 2015, and further
depreciated nearly 1.6% on the next day. On 30 November 2015, the Executive Board of the International
Monetary Fund (IMF) completed the regular five-year review of the basket of currencies that make up the
Special Drawing Right (“SDR”) and decided that with effect from 1 October 2016, the Renminbi is
determined to be a freely usable currency and will be included in the SDR basket as a fifth currency, along
with the U.S. dollar, the Euro, the Japanese yen and the British pound. With the development of the foreign
exchange market and progress towards interest rate liberalisation and Renminbi internationalisation, the
PRC government may in the future announce further changes to the exchange rate system and we cannot
assure you that the Renminbi will not appreciate or depreciate significantly in value against the Hong
Kong dollar or the U.S. dollar in the future.
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Substantially all of our revenue, costs and financial assets were denominated in Renminbi during the Track
Record Period. We rely entirely on dividends and other fees paid to us by our PRC subsidiaries and our
consolidated affiliated entities. Our proceeds from the Global Offering will be denominated in Hong Kong
dollars. Any significant change in the exchange rates of the Hong Kong dollar against Renminbi may
materially and adversely affect the value of and any dividends payable on, our Shares in Hong Kong
dollars. For example, a further appreciation of Renminbi against the Hong Kong dollar would make any
new Renminbi-denominated investments or expenditures more costly to us, to the extent that we need to
convert Hong Kong dollars into Renminbi for such purposes. An appreciation of Renminbi against the
Hong Kong dollar would also result in foreign currency translation losses for financial reporting purposes
when we translate our Hong Kong dollar denominated financial assets into Renminbi, as Renminbi is the
functional currency of our PRC subsidiary and consolidated affiliated entities. Conversely, if we decide
to convert our Renminbi into Hong Kong dollars for the purpose of making payments for dividends on our
Shares or for other business purposes, appreciation of the Hong Kong dollar against Renminbi would have
a negative effect on the Hong Kong dollar amount available to us.

Inflation in the PRC could negatively affect our profitability and growth.

The economy of China has been experiencing significant growth, leading to inflation and increased labour
costs. According to the National Bureau of Statistics of China, the year-over-year percent change in the
consumer price index in China was 2.1% in 2016. China’s overall economy and the average wage in the
PRC are expected to continue to grow. Future increases in China’s inflation and material increases in the
cost of labour may materially and adversely affect our profitability and results of operations unless we are
able to pass on these costs to our students by increasing tuition.

The legal system of the PRC is not fully developed and there are inherent uncertainties that may
affect the protection afforded to our business and our Shareholders.

Our business and operations in the PRC are governed by the PRC legal system that is based on written
statutes. Prior court decisions may be cited for reference but have limited precedential value. Since the late
1970s, the PRC government has promulgated laws and regulations dealing with economic matters such as
foreign investment, corporate organisation and governance, commerce, taxation and trade. However, as
these laws and regulations are relatively new and continue to evolve, interpretation and enforcement of
these laws and regulations involve significant uncertainties and different degrees of inconsistency. Some
of the laws and regulations are still in the developmental stage and are therefore subject to policy changes.
Many laws, regulations, policies and legal requirements have only been recently adopted by PRC central
or local government agencies, and their implementation, interpretation and enforcement may involve
uncertainty due to the lack of established practice available for reference. We cannot predict the effect of
future legal developments in the PRC, including the promulgation of new laws, changes in existing laws
or their interpretation or enforcement, or the pre-emption of local regulations by national laws. As a result,
there is substantial uncertainty as to the legal protection available to us and our Shareholders.
Furthermore, due to the limited volume of published cases and the non-binding nature of prior court
decisions, the outcome of dispute resolution may not be as consistent or predictable as in other more
developed jurisdictions, which may limit the legal protection available to us. In addition, any litigation in
the PRC may be protracted and result in substantial costs and the diversion of resources and management
attention.

As a Shareholder, you will hold an indirect interest in our operations in China. Our operations in the PRC
are subject to PRC regulations governing PRC companies. These regulations contain provisions that are
required to be included in the articles of association of PRC companies and are intended to regulate the
internal affairs of these companies. PRC company law and regulations, in general, and the provisions for
the protection of shareholders’ rights and access to information, in particular, may be considered less
developed than those applicable to companies incorporated in Hong Kong, the United States and other
developed countries or regions. In addition, PRC laws, rules and regulations applicable to companies listed
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overseas do not distinguish between minority and controlling shareholders in terms of their rights and
protections. As such, our minority Shareholders may not have the same protections afforded to them by
companies incorporated under the laws of the United States and certain other jurisdictions.

It may be difficult to effect service of process upon us, our Directors or our executive officers that
reside in the PRC or to enforce against them or us in the PRC any judgements obtained from
non-PRC courts.

The legal framework to which our Group is subject is materially different from the Companies Ordinance
or corporate law in the United States and other jurisdictions with respect to certain areas, including the
protection of minority shareholders. In addition, the mechanisms for enforcement of rights under the
corporate governance framework to which our Company is subject are also relatively undeveloped and
untested. However, according to the PRC Company Law, shareholders may commence a derivative action
against the directors, supervisors, officers or any third party on behalf of a company under certain
circumstances.

On 14 July 2006, the Supreme People’s Court of the PRC and the Government of Hong Kong signed the
Arrangement on Reciprocal Recognition and Enforcement of Judgements in Civil and Commercial Matters
by the Courts of the Mainland and of the Hong Kong Special Administrative Region Pursuant to Choice
of Court Agreements between Parties Concerned (<[ A1 b BEL A5 J5 47 Il 4 7 B [ V5 e B AH A8 m] R AT =
Nk B EEn) R H 2L HE) ). Under such an arrangement, where any designated people’s
court in the PRC or any designated Hong Kong court has made an enforceable final judgement requiring
payment of money in a civil and commercial case pursuant to a choice of court agreement in writing by
the parties, any party concerned may apply to the relevant people’s court in the PRC or Hong Kong court
for recognition and enforcement of the judgement. Although this arrangement became effective on 1
August 2008, the outcome and effectiveness of any action brought under the arrangement may still be
uncertain.

Most of our senior management members reside in the PRC, and substantially all of our assets, and
substantially all of the assets of those persons are located in the PRC. Therefore, it may be difficult for
investors to effect service of process upon those persons inside the PRC or to enforce against us or them
in the PRC any judgements obtained from non-PRC courts. The PRC does not have treaties providing for
the reciprocal recognition and enforcement of judgements of courts with the Cayman Islands, the United
States, the United Kingdom, Japan and many other developed countries. Therefore, recognition and
enforcement in China of judgements of a court in any of these jurisdictions in relation to any matter not
subject to a binding arbitration provision may be difficult or even impossible.

If we are classified as a PRC “resident enterprise”, holders of our Shares may be subject to a PRC
withholding tax upon the dividends payable by us and upon gain from the sale of our Shares.

Under the Enterprise Income Tax Law ( ({3 ANRILFEMFEFEHIZE) ) and its implementing
regulations, an enterprise established outside China with its “de facto management body” within China is
considered a “resident enterprise” in China and will be subject to the PRC enterprise income tax at the rate
of 25% on its worldwide income. The tax authority will normally review factors such as the routine
operation of the organisational body that effectively manages the enterprise’s production and business
operations, locations of personnel holding decision-making power, location of finance and accounting
functions and properties of the enterprise. The Enterprise Income Tax Law’s implementation regulations
define the term “de facto management bodies” as “establishments that carry out substantial and overall
management and control over the manufacturing and business operations, personnel, accounting,
properties, etc. of an enterprise”. The State Administration of Taxation issued the Notice Regarding the
Determination of Chinese-Controlled Overseas Incorporated Enterprises as PRC Tax Resident Enterprises
on the Basis of De Facto Management Bodies (the “SAT Circular 827, <(BHREE/MT M o &2 i A 264K
PR E B M VE G 1 B AN ZE AT B B4 A1) ) on 22 April 2009. SAT Circular 82 provides
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certain specific criteria for determining whether the “de facto management body” of a Chinese-controlled
offshore incorporated enterprise is located inside China, stating that only a company meeting all the
criteria would be deemed having its de facto management body inside China. One of the criteria is that
a company’s major assets, accounting books and minutes and files of its board and shareholders’ meetings
are located or kept in the PRC. In addition, the SAT issued a bulletin on 3 August 2011, effective 1
September 2011, providing more guidance on the implementation of SAT Circular 82. This bulletin
clarifies matters including residence status determination, post-determination administration and
competent tax authorities. Although both SAT Circular 82 and the bulletin only apply to offshore
enterprises controlled by PRC enterprises and there are currently no further detailed rules or precedents
applicable to us governing the procedures and specific criteria for determining “de facto management
body” for companies like ours, the determination criteria set forth in SAT Circular 82 and the bulletin may
reflect the SAT’s general position on how the “de facto management body” test should be applied in
determining the tax residency status of offshore enterprises and how the administration measures should
be implemented with respect to such enterprises, regardless of whether they are controlled by PRC
enterprises or PRC individuals.

As all of our senior management members are based in China, it remains unclear as to how the tax
residency rule will apply to our case. We do not believe that our Company or any of our Hong Kong or
BVI subsidiaries, should be qualified as a “resident enterprise” as each of our offshore holding entities is
a company incorporated outside the PRC. As holding companies, each of these entities’ corporate
documents, minutes and files of the board and shareholders’ meetings are located and kept outside of the
PRC. Therefore, we believe that none of our offshore holding entities should be treated as a “resident
enterprise” with its “de facto management bodies” located within China as defined by the relevant
regulations for PRC enterprise income tax purposes. However, as the tax resident status of an enterprise
is subject to determination by the PRC tax authorities, there are uncertainties and risks associated with this
issue.

Under the Enterprise Income Tax Law, shareholders of a PRC resident enterprise will be subject to a 10%
withholding tax upon dividends received from the PRC resident enterprise and on gain recognised with
respect to the sale of shares of the resident enterprise. Accordingly, if we are treated as a PRC resident
enterprise, our Shareholders may be subject to a 10% withholding tax upon dividends received from us and
on gain recognised with respect to the sale of our Shares, unless such withholding tax is reduced by an
applicable income tax treaty between China and the jurisdiction of the Shareholder. Any such tax may
reduce the returns on your investment in our Shares.

RISKS RELATING TO THE GLOBAL OFFERING

The interests of our Controlling Shareholders may differ from your interests and they may exercise
their vote to the disadvantage of our minority Shareholders.

Immediately following the completion of the Global Offering, the Controlling Shareholders will, control
75% of our total issued share capital (assuming the Over-allotment Option and the options granted under
the Pre-IPO Share Option Scheme are not exercised and no Shares are granted under the Share Award
Scheme). Accordingly, the Controlling Shareholders will, for the foreseeable future, through their voting
control, be able to exercise substantial influence over our operations and business strategy, such as matters
related to the composition of our Board of Directors, selection of our senior management, amount and
timing of dividends and other distributions, our overall strategic and investment decisions, issuance of
securities and adjustment to our capital structure, amendment to our Memorandum and Articles of
Association, and other corporate actions requiring approval of our Shareholders, including merger,
consolidation or sale of our assets, or any other change of control event that may affect our other
Shareholders generally. Such voting control may discourage certain types of transactions, including those
involving an actual or potential change of control of our Company. In the event that there is a divergence
of our strategic and other interests from those of the Controlling Shareholders in the future, the Controlling
Shareholders may exercise control over our Company in ways that conflict with the interests of our other
Shareholders, and minority Shareholders could be disadvantaged.
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No public market currently exists for our Shares; the market price for our Shares may be volatile
and an active trading market for our Shares may not develop.

No public market currently exists for our Shares. The initial Offer Price for our Shares to the public will
be the result of negotiations between our Company and the Joint Global Coordinators (for themselves and
on behalf of the Underwriters), and the Offer Price may differ significantly from the market price of the
Shares following the Global Offering. We have applied to the Stock Exchange for the listing of, and
permission to deal in, the Shares. A listing on the Stock Exchange, however, does not guarantee that an
active and liquid trading market for the Shares will develop, or if it does develop, that it will be sustained
following the Global Offering, or that the market price of the Shares will not decline following the Global
Offering.

In addition, the trading price and trading volume of the Shares may be subject to significant volatility in
responses to various factors, including:

. variations in our operating results;

. changes in financial estimates by securities analysts;

. announcements made by us or our competitors;

. regulatory developments in China affecting us, our industry or our Contractual Arrangements;

. investors’ perception of us and of the investment environment in Asia, including Hong Kong and
China;

o developments in the education market in China;

. changes in the economic performance or market valuations of other education companies;

. the depth and liquidity of the market for our Shares;

. additions to or departures of, our executive officers and other members of our senior management;
. release or expiry of lock-up or other transfer restrictions on our Shares;

. sales or anticipated sales of additional Shares; and

. the general economy and other factors.

Moreover, shares of other companies listed on the Stock Exchange with significant operations and assets
in China have experienced price volatility in the past, and it is possible that our Shares may be subject to
changes in price not directly related to our performance.

The liquidity and market price of our Shares following the Global Offering may be volatile.

The market price and trading volume for our Shares may be volatile and subject to wide fluctuations in
response to factors such as actual or anticipated fluctuations in our quarterly operating results, changes in
financial estimates by securities research analysts, changes in the economic performance or market
valuations of other education companies, announcements by us or our competitors of material acquisitions,
strategic partnerships, joint ventures or capital commitments, addition or departure of our executive
officers and key personnel, fluctuations of exchange rates between the Renminbi and the Hong Kong
dollar, intellectual property litigation, release of lock-up or other transfer restrictions on our Shares, and
economic or political conditions in China. In addition, the performance, and fluctuation in market prices,
of other companies with business operations located mainly in China that have listed their securities in
Hong Kong may affect the volatility in the price of and trading volumes of our Shares. Furthermore, the
securities market has from time to time experienced significant price and volume fluctuations that are not
related to the operating performance of particular companies. These market fluctuations may also
materially and adversely affect the market price of our Shares.
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Because the initial public offering price is substantially higher than the pro forma net tangible book
value per share, you will experience immediate and substantial dilution.

If you purchase Shares in the Global Offering, you will pay more for each Share than the corresponding
amount paid by existing Shareholders for their Shares. As a result, you will experience immediate and
substantial dilution upon purchase of the Shares in the Global Offering. In addition, you may experience
further dilution to the extent that our Shares are issued upon the exercise of share options.

Substantial future sales or the expectation of substantial sales of our Shares in the public market
could cause the price of our Shares to decline.

Although our Controlling Shareholders are subject to restrictions on their sales of Shares within 12 months
from the Listing Date as described in the section headed “Underwriting” in this document and pursuant
to the undertakings they have given to the Stock Exchange as described in the section headed “Contractual
Arrangements — Development in PRC Legislation on Foreign Investment — Potential measures to
maintain control over and receive economic benefits from our consolidated affiliated entities” in this
document, future sales of a significant number of our Shares by our Controlling Shareholders in the public
market after the Global Offering, or the perception that these sales could occur, could cause the market
price of our Shares to decline and could materially impair our future ability to raise capital through
offerings of our Shares.

We cannot assure you that our Controlling Shareholders will not dispose of Shares held by them or that
we will not issue Shares pursuant to the general mandate to issue shares granted to our Directors as
described in the section headed “Statutory and General Information” in Appendix V to this document or
otherwise, upon the expiration of restrictions set out above. We cannot predict the effect, if any, that any
future sales of Shares by our Controlling Shareholders, or the availability of Shares for sale by our
Controlling Shareholders, or the issuance of Shares by the Company may have on the market price of the
Shares. Sale or issuance of a substantial amount of Shares by our Controlling Shareholders or us, or the
market perception that such sale or issuance may occur, could materially and adversely affect the
prevailing market price of the Shares.

We may need additional capital, and the sale or issue of additional Shares or other equity securities,
including pursuant to the Pre-IPO Share Option Scheme and the Share Award Scheme, could result
in additional dilution to our Shareholders.

Notwithstanding our current cash and cash equivalents and the net proceeds from the Global Offering, we
may, however, require additional cash resources to finance our continued growth or other future
developments, including any investments or acquisitions we may decide to pursue. The amount and timing
of such additional financing needs will vary depending on the timing of new school openings, investments
in and/or acquisitions of new education programmes or businesses from third parties, and the amount of
cash flow from our operations. If our resources are insufficient to satisfy our cash requirements, we may
seek additional financing through selling additional equity or debt securities or obtaining a credit facility.
The sale of additional equity securities could result in additional dilution to our Shareholders.
Furthermore, we may issue Shares pursuant to the exercise of options granted under the Pre-IPO Share
Option Scheme and grants the Share Award Scheme, which would further dilute Shareholders’ interests in
our Company. The incurrence of indebtedness would result in increased debt service obligations and could
result in operating and financing covenants that may, among other things, restrict our operations or our
ability to pay dividends. Servicing such debt obligations could also be burdensome to our operations. If
we fail to service the debt obligations or are unable to comply with such debt covenants, we could be in
default under the relevant debt obligations and our liquidity and financial conditions may be materially
and adversely affected.
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Our ability to obtain additional capital on acceptable terms is subject to a variety of uncertainties,
including:

. investors’ perception of, and demand for, securities of educational service providers;

. conditions in Hong Kong and other capital markets in which we may seek to raise funds;
J our future results of operations, financial condition and cash flows;

. PRC governmental regulation of foreign investment in education in China;

o economic, political and other conditions in China; and

. PRC governmental policies relating to foreign currency borrowings.

We cannot assure you that financing will be available in the amounts or on terms acceptable to us, if at
all. If we fail to raise additional funds, we may need to sell debt or additional equity securities or reduce
our growth to a level that can be supported by our cash flow, or defer planned expenditures.

We are a Cayman Islands company and, because judicial precedent regarding the rights of
shareholders is more limited under Cayman Islands law than other jurisdictions, you may have
difficulties in protecting your Shareholder rights.

Our corporate affairs are governed by our Memorandum and Articles and by the Cayman Companies Law
and common law of the Cayman Islands. The rights of Shareholders to take legal action against our
Directors and us, actions by minority Shareholders and the fiduciary responsibilities of our Directors to
us under Cayman Islands law are to a large extent governed by the common law of the Cayman Islands.
The common law of the Cayman Islands is derived in part from comparatively limited judicial precedent
in the Cayman Islands as well as from English common law, which has persuasive, but not binding,
authority on a court in the Cayman Islands. The laws of the Cayman Islands relating to the protection of
the interests of minority shareholders differ in some respects from those established under statutes and
judicial precedent in existence in other jurisdictions. See the section headed “Summary of the Constitution
of the Company and Cayman Companies Law” in Appendix IV to this document.

As a result of all of the above, our public Shareholders may have difficulties in protecting their interests
through actions against our management, Directors or major Shareholders.

There will be a gap of several days between pricing and trading of our Shares, and the price of our
Shares when trading begins could be lower than the Offer Price.

The initial price to the public of our Shares sold in the Global Offering is expected to be determined on
the Price Determination Date. However, the Shares will not commence trading on the Stock Exchange until
they are delivered, which is expected to be not more than five business days after the Price Determination
Date. As a result, investors may not be able to sell or otherwise deal in the Shares during that period.
Accordingly, holders of our Shares are subject to the risk that the price of the Shares when trading begins
could be lower than the Offer Price as a result of adverse market conditions or other adverse developments
that may occur between the time of sale and the time trading begins.

Facts, forecasts and statistics in this document relating to the PRC economy and the education
industry may not be fully reliable.

Facts, forecasts and statistics in this document relating to the PRC, the PRC economy, the education
industry in China, the PRC higher education market and the private education market in the PRC and
Central China are obtained from various sources including official government publications that we
believe are reliable, as well as from a report prepared by Frost & Sullivan commissioned by us. However,
we cannot guarantee the quality or reliability of these sources. Neither we, the Joint Global Coordinators,
the Sponsor, the Underwriters nor our or their respective affiliates or advisers have verified the facts,
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forecasts and statistics nor ascertained the underlying economic assumptions relied upon in those facts,
forecasts and statistics obtained from these sources. Due to possibly flawed or ineffective collection
methods or discrepancies between published information and market practice and other problems, the
statistics in this document relating to the PRC, the PRC economy, the education industry in China, the PRC
higher education market and the private education market in the PRC and Central China may be inaccurate
or may not be comparable to statistics produced for other economies and should not be unduly relied upon.
As such, no representation as to the accuracy of such facts, forecasts and statistics obtained from various
sources is made. Moreover, these facts, forecasts and statistics involve risks and uncertainties and are
subject to change based on various factors, some of which are not under our control, and should not be
unduly relied upon. Further, there can be no assurances that they are stated or compiled on the same basis
or with the same degree of accuracy, as may be the case in other countries.

You should read the entire document carefully, and we strongly caution you not to place any reliance
on any information contained in press articles or other media regarding us or the Global Offering.

There may be, subsequent to the date of this document but prior to the completion of the Global Offering,
press and media coverage regarding us and the Global Offering, which may contain, among other things,
certain financial information, projections, valuations and other forward-looking information about us and
the Global Offering. We have not authorised the disclosure of any such information in the press or media
and do not accept responsibility for the accuracy or completeness of such press articles or other media
coverage. We make no representation as to the appropriateness, accuracy, completeness or reliability of
any of the projections, valuations or other forward-looking information about us. To the extent such
statements are inconsistent with, or conflict with, the information contained in this document, we disclaim
responsibility for them. Accordingly, prospective investors are cautioned to make their investment
decisions on the basis of the information contained in this document only and should not rely on any other
information.

You should rely solely upon the information contained in this document, the Global Offering and any
formal announcements made by us in Hong Kong in making your investment decision regarding our
Shares. We do not accept any responsibility for the accuracy or completeness of any information reported
by the press or other media, nor the fairness or appropriateness of any forecasts, views or opinions
expressed by the press or other media regarding our Shares, the Global Offering or us. We make no
representation as to the appropriateness, accuracy, completeness or reliability of any such data or
publication. Accordingly, prospective investors should not rely on any such information, reports or
publications in making their decisions as to whether to invest in our Global Offering. By applying to
purchase our Shares in the Global Offering, you will be deemed to have agreed that you will not rely on
any information other than that contained in this document and the Global Offering.

We have significant discretion as to how we will use the net proceeds of the Global Offering, and you
may not necessarily agree with how we use them.

Our management may spend the net proceeds from the Global Offering in ways you may not agree with
or that do not yield a favourable return. We plan to use the net proceeds from the Global Offering to,
among others, expand our current colleges and acquire or cooperate with other universities. For details of
our intended use of proceeds, see “Future Plans and Use of Proceeds”. However, our management will
have discretion as to the actual application of our net proceeds. You are entrusting your funds to our
management, upon whose judgement you must depend, for the specific uses we will make of the net
proceeds from this Global Offering.
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WAIVERS FROM STRICT COMPLIANCE WITH THE LISTING RULES

In preparation for the Global Offering, we have sought the following waivers from strict compliance with
the relevant provisions of the Listing Rules:

MANAGEMENT PRESENCE IN HONG KONG

Pursuant to Rule 8.12 of the Listing Rules, an issuer must have sufficient management presence in Hong
Kong. This normally means that at least two of its executive directors must be ordinarily resident in Hong
Kong.

We do not have sufficient management presence in Hong Kong for the purposes of satisfying the
requirements under Rule 8.12 of the Listing Rules. Our management, business operations and assets are
primarily based outside Hong Kong. The principal management headquarters and senior management of
our Group are primarily based in the PRC. Our Directors consider that the appointment of executive
Directors who will be ordinarily resident in Hong Kong would not be beneficial to, or appropriate for, our
Group and therefore would not be in the best interests of our Company and our Shareholders as a whole.
Accordingly, we have applied to the Stock Exchange for, and the Stock Exchange has agreed to grant, a
waiver from strict compliance with the requirements under Rule 8.12 of the Listing Rules. We will ensure
that there is an effective channel of communication between us and the Stock Exchange by way of the
following arrangements:

(a) pursuant to Rule 3.05 of the Listing Rules, we have appointed and will continue to maintain two
authorised representatives, namely Mr. Hou Junyu (f%f&5), our executive Director and chief
executive officer, and Mr. Wong Yu Kit (Ff#f£), our company secretary, to be the principal
communication channel at all times between the Stock Exchange and our Company. Each of our
authorised representatives will be readily contactable by the Stock Exchange by telephone, facsimile
and/or e-mail to deal promptly with enquiries from the Stock Exchange. Both of our authorised
representatives are authorised to communicate on our behalf with the Stock Exchange;

(b) we will implement a policy to provide the contact details of each Director (such as mobile phone
numbers, office phone numbers, residential phone numbers, email addresses and fax numbers) to
each of the authorised representatives, to their alternate representative and to the Stock Exchange.
This will ensure that each of the authorised representatives, the alternate representative and the Stock
Exchange will have the means to contact all our Directors (including our independent non-executive
Directors) promptly as and when required, including means to communicate with our Directors when
they are travelling;

(c) we will ensure that all Directors who are not ordinarily resident in Hong Kong have valid travel
documents to visit Hong Kong and will be able to come to Hong Kong to meet with the Stock
Exchange within a reasonable period of time when required;

(d) we have retained the services of a compliance adviser, being Somerley Capital Limited (the
“Compliance Adviser”), in accordance with Rule 3A.19 of the Listing Rules. The Sole Sponsor
submits, on behalf of our Company, that the Compliance Adviser will serve as a channel of
communication with the Stock Exchange in addition to the authorised representatives of our
Company. The Compliance Adviser will provide our Company with professional advice on ongoing
compliance with the Listing Rules. We will ensure that the Compliance Adviser has prompt access
to our Company’s authorised representatives and Directors who will provide to the Compliance
Adviser such information and assistance as the Compliance Adviser may need or may reasonably
request in connection with the performance of the Compliance Adviser’s duties. The Compliance
Adviser will also provide advice to us in compliance with Rule 3A.23 of the Listing Rules; and

(e) meetings between the Stock Exchange and our Directors could be arranged through the authorised
representatives or the Compliance Adviser, or directly with our Directors within a reasonable time
frame.

Our Company will inform the Stock Exchange as soon as practicable in respect of any change in the
authorised representatives and/or the Compliance Adviser in accordance with the Listing Rules.
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WAIVERS FROM STRICT COMPLIANCE WITH THE LISTING RULES

CONNECTED TRANSACTIONS

We have entered into certain transactions that will constitute continuing connected transactions of our
Company under the Listing Rules following the completion of the Global Offering. We have applied to the
Stock Exchange for, and the Stock Exchange has granted us, a waiver from strict compliance with (i) the
announcement and independent shareholders’ approval requirements and (ii) the annual cap requirement
for such continuing connected transactions. For further details in this respect, see the section headed
“Connected Transactions”.

61



INFORMATION ABOUT THIS DOCUMENT AND THE GLOBAL OFFERING

DIRECTORS’ RESPONSIBILITY FOR THE CONTENTS OF THIS DOCUMENT

This document, for which our Directors collectively and individually accept full responsibility, includes
particulars given in compliance with the Companies (Winding Up and Miscellaneous Provisions)
Ordinance, the Securities and Futures (Stock Market Listing) Rules (Chapter 571V of the Laws of Hong
Kong) and the Listing Rules for the purpose of giving information with regard to our Group. Our
Directors, having made all reasonable enquiries, confirm that to the best of their knowledge and belief the
information contained in this document is accurate and complete in all material respects and not
misleading or deceptive, and there are no other matters the omission of which would make any statement
herein or this document misleading.

GLOBAL OFFERING

This document is published solely in connection with the Hong Kong Public Offering, which forms part
of the Global Offering. For applicants under the Hong Kong Public Offering, this document and the
Application Forms contain the terms and conditions of the Hong Kong Public Offering.

The Hong Kong Public Offer Shares are offered solely on the basis of the information contained and
representations made in this document and the Application Forms and on the terms and subject to the
conditions set out herein and therein. No person is authorised to give any information in connection with
the Global Offering or to make any representation not contained in this document and the relevant
Application Forms, and any information or representation not contained herein and therein must not be
relied upon as having been authorised by our Company, the Sole Sponsor, the Joint Global Coordinators,
the Joint Bookrunners, the Joint Lead Managers and any of the Underwriters, any of their respective
directors, agents, employees or advisers or any other party involved in the Global Offering.

The Listing is sponsored by the Sole Sponsor and the Global Offering is managed by the Joint Global
Coordinators. Pursuant to the Hong Kong Underwriting Agreement, the Hong Kong Public Offering is
fully underwritten by the Hong Kong Underwriters under the terms of the Hong Kong Underwriting
Agreement, subject to agreement on the Offer Price to be determined between the Joint Global
Coordinators (for themselves and on behalf of the Underwriters) and our Company on the Price
Determination Date. The International Offering is expected to be fully underwritten by the International
Underwriters subject to the terms and conditions of the International Underwriting Agreement, which is
expected to be entered into on or about the Price Determination Date.

The Offer Price is expected to be fixed among the Joint Global Coordinators (for themselves and on behalf
of the Underwriters) and our Company on the Price Determination Date. The Price Determination Date is
expected to be on or around Thursday, 6 September 2018 and, in any event, not later than Wednesday, 12
September 2018 (unless otherwise determined between the Joint Global Coordinators (for themselves and
on behalf of the Underwriters) and our Company). If, for whatever reason, the Offer Price is not agreed
between the Joint Global Coordinators and our Company on or before Wednesday, 12 September 2018, the
Global Offering will not become unconditional and will lapse immediately.

See the section headed “Underwriting” for further information about the Underwriters and the
underwriting arrangements.

PROCEDURES FOR APPLICATION FOR HONG KONG PUBLIC OFFER SHARES

The application procedures for the Hong Kong Public Offer Shares are set forth in the section headed
“How to Apply for Hong Kong Public Offer Shares” and on the relevant Application Forms.
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STRUCTURE AND CONDITIONS OF THE GLOBAL OFFERING

Details of the structure of the Global Offering, including its conditions, are set forth in the section headed
“Structure of the Global Offering”.

SELLING RESTRICTIONS ON OFFERS AND SALE OF SHARES

Each person acquiring the Hong Kong Public Offer Shares under the Hong Kong Public Offering will be
required to, or be deemed by his/her acquisition of Offer Shares to, confirm that he/she is aware of the
restrictions on offers for the Offer Shares described in this document and on the relevant Application
Forms.

No action has been taken to permit a public offering of the Offer Shares in any jurisdiction other than in
Hong Kong, or the distribution of this document and/or the Application Forms in any jurisdiction other
than Hong Kong. Accordingly, this document may not be used for the purpose of, and does not constitute
an offer or invitation in any jurisdiction or in any circumstances in which such an offer or invitation is not
authorised or to any person to whom it is unlawful to make such an offer or invitation. The distribution
of this document and the offering and sale of the Offer Shares in other jurisdictions are subject to
restrictions and may not be made except as permitted under the applicable securities laws of such
jurisdictions pursuant to registration with or authorisation by the relevant securities regulatory authorities
or an exemption therefrom.

APPLICATION FOR LISTING ON THE STOCK EXCHANGE

We have applied to the Listing Committee for the listing of, and permission to deal in, the Shares in issue
and to be issued pursuant to the Global Offering (including the Shares that may be issued pursuant to the
exercise of the Over-allotment Option and the options granted under the Pre-IPO Share Option Scheme
and grants under the Share Award Scheme).

Dealings in the Shares on the Stock Exchange are expected to commence on Thursday, 13 September 2018.
No part of our Shares or loan capital is listed on or dealt in on any other stock exchange and no such listing
or permission to list is being or proposed to be sought. All the Offer Shares will be registered on the Hong
Kong Share Registrar of our Company in order to enable them to be traded on the Stock Exchange.

Under section 44B(1) of the Companies (Winding Up and Miscellaneous Provisions) Ordinance, any
allotment made in respect of any application will be invalid if the listing of, and permission to deal in, the
Shares on the Stock Exchange is refused before the expiration of three weeks from the date of the closing
of the application lists, or such longer period (not exceeding six weeks) as may, within the said three
weeks, be notified to our Company by the Stock Exchange.

OVER-ALLOTMENT OPTION AND STABILISATION

Details of the arrangements relating to the Over-allotment Option and Stabilisation are set out in the
section headed “Structure of the Global Offering” in this document. Assuming that the Over-allotment
Option is exercised in full, the Company may be required to issue up to an aggregate of 45,000,000
additional new Shares.

SHARES WILL BE ELIGIBLE FOR ADMISSION INTO CCASS

Subject to the granting of the listing of, and permission to deal in, the Shares on the Stock Exchange and
compliance with the stock admission requirements of HKSCC, the Shares will be accepted as eligible
securities by HKSCC for deposit, clearance and settlement in CCASS with effect from the Listing Date
or on any other date as determined by HKSCC. Settlement of transactions between participants of the
Stock Exchange is required to take place in CCASS on the second business day after any trading day. All
activities under CCASS are subject to the General Rules of CCASS and CCASS Operational Procedures
in effect from time to time.
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All necessary arrangements have been made for the Shares to be admitted into CCASS. Investors should
seek the advice of their stockbroker or other professional adviser for details of those settlement
arrangements and how such arrangements will affect their rights and interests.

SHARE REGISTER AND STAMP DUTY

Our principal register of members will be maintained in the Cayman Islands by our principal registrar,
Walkers Corporate Limited, in the Cayman Islands, and our Hong Kong register will be maintained by the
Hong Kong Share Registrar, Computershare Hong Kong Investor Services Limited in Hong Kong.

All Offer Shares issued pursuant to applications made in the Hong Kong Public Offering and the
International Offering will be registered on the Hong Kong register of members of our Company in Hong
Kong. Dealings in the Shares registered in our Hong Kong register of members will be subject to Hong
Kong stamp duty. For further details of Hong Kong stamp duty, please seek professional tax advice.

PROFESSIONAL TAX ADVICE RECOMMENDED

Potential investors in the Global Offering are recommended to consult their professional advisers if they
are in any doubt as to the taxation implications of subscribing for, holding and dealing in the Shares or
exercising any rights attached to them. It is emphasised that none of us, the Sole Sponsor, the Joint Global
Coordinators, the Joint Bookrunners, the Joint Lead Managers, the Underwriters, any of our/their
respective affiliates, directors, supervisors, employees, agents or advisers or any other party involved in
the Global Offering accepts responsibility for any tax effects on, or liabilities of holders of the Shares
resulting from the subscription, purchase, holding or disposal of the Shares or exercising any rights
attached to them.

EXCHANGE RATE CONVERSION

Solely for convenience purposes, this document includes translations among certain amounts denominated
in Renminbi, Hong Kong dollars and U.S. dollars. No representation is made that the Renminbi amounts
could actually be converted into another currency at the rates indicated, or at all. Unless otherwise
indicated, (i) the translation between Renminbi and Hong Kong dollars was made at the rate of
RMBO0.8697 to HK$1.0, the exchange rate prevailing on 22 August 2018 published by the PBOC for
foreign exchange transactions and (ii) the translations between U.S. dollars and Hong Kong dollars were
made at the rate of HK$7.8490 to US$1.0, being the noon buying rate as set forth in the H.10 statistical
release of the United States Federal Reserve Board on 17 August 2018.

TRANSLATION

If there is any inconsistency between the English version of this document and the Chinese translation of
this document, the English version of this document shall prevail unless otherwise stated. However, if
there is any inconsistency between the names of any of the entities mentioned in this English document
which are not in the English language and their English translations, the names in their respective original
languages shall prevail.

ROUNDING

Any discrepancies in any table in this document between total and sum of amounts listed therein are due
to rounding.
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Shanghai
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Chinese
(Hong Kong)
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Hong Kong

Joint Bookrunners CLSA Limited
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88 Queensway
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Hong Kong

Yuanyin Securities Limited
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Joint Lead Managers CLSA Limited
18/F, One Pacific Place
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AMTD Global Markets Limited
23/F-25/F Nexxus Building
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Hong Kong
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88 Queensway, Admiralty
Hong Kong
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15 Queen’s Road Central
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Headquarters No. 66, Beihai East Road
Shangqiu
Henan Province
the PRC

Principal Place of Business in Hong Kong 40/F, Sunlight Tower
248 Queen’s Road East
Wanchai
Hong Kong

Registered Office in the Cayman Islands Cayman Corporate Centre
27 Hospital Road
George Town
Grand Cayman KY1-9008
Cayman Islands

Company Website www.chunlaiedu.com (the information contained
on the website does not form part of this
document)

Company Secretary Mr. Wong Yu Kit (#E )

(ACS, ACIS)

Authorised Representatives Mr. Hou Junyu (&)

27-B, 1st Floor

Unit 1 Jianye Green House Villas
Shangqiu City

Henan Province

PRC

Mr. Wong Yu Kit (FE{FHEE)
40/F, Sunlight Tower

248 Queen’s Road East
Wanchai

Hong Kong

Audit Committee Mr. Lau, Tsz Man (%|F30) (Chairman)
Dr. Jin Xiaobin (%xBEi)
Ms. Fok, Pui Ming Joanna (ZEJiFE)

Remuneration Committee Ms. Fok, Pui Ming Joanna (ZEJMIE) (Chairlady)
Ms. Jiang Shugin (GEHEY)
Mr. Lau, Tsz Man (2]F30)

Nomination Committee Mr. Hou Junyu (£#25) (Chairman)

Dr. Jin Xiaobin (4 BExK)
Ms. Fok, Pui Ming Joanna (ZEJIS)

69



CORPORATE INFORMATION

Principal Share Registrar and Transfer Office Cayman Corporate Centre
27 Hospital Road
George Town
Grand Cayman
KY1-9008 Cayman Islands

Hong Kong Share Registrar Computershare Hong Kong Investor
Services Limited
Shops 1712-1716
17th Floor
Hopewell Centre
183 Queen’s Road East
Wanchai
Hong Kong

Compliance Adviser Somerley Capital Limited
20/F, China Building
29 Queen’s Road Central
Hong Kong

Principal Bankers Zhongyuan Bank Co., Ltd.
Shangqiu Development District Sub-branch
Northeast Corner, Intersection of Yuyuan Road
and Beihai Road, Development District
Shangqiu City
Henan Province
PRC

China CITIC Bank Co., Ltd.

Anyang People’s Avenue Sub-branch

Southeast Corner, Intersection of People’s Avenue
and Yongming Road, Anyang City

Henan Province

PRC

70



INDUSTRY OVERVIEW

This and other sections of this document contain information relating to and statistics on the PRC
economy and the industry in which we operate. The information and statistics contained in this section
have been derived partly from publicly available government and official sources. Certain information
and statistics set forth in this section have been extracted from a market research report produced by
Frost & Sullivan (the “Frost & Sullivan Report”), an independent third party which we commissioned.
We believe that the sources of such information and statistics are appropriate sources and have taken
reasonable care in extracting and reproducing such information and statistics. We have no reason to
believe that such information is false or misleading or that any fact has been omitted that would render
such information false or misleading. The information and statistics have not been independently
verified by us, the Sole Sponsor, the Joint Global Coordinators, the Joint Bookrunners, the Joint Lead
Managers, any of the Underwriters, any of our or their respective directors, officers, employees,
advisors, agents or representatives or any other party involved in the Global Offering (other than Frost
& Sullivan) and no representation is given as to its accuracy (other than by Frost & Sullivan).
Accordingly, the official information provided by the government and other third-party sources as
contained herein may not be accurate and should not be unduly relied upon.

SOURCE OF INFORMATION

We commissioned Frost & Sullivan, an independent market research consulting firm which is engaged in
the provision of market research consultancy services, to conduct a detailed analysis of the higher
education markets in China as well as other related economic data. Frost & Sullivan is a global consulting
company and an independent third party. Founded in 1961, it has 40 offices worldwide with over 2,000
industry consultants, market research analysts and economists. We have agreed to pay a total of
RMB900,000 in fees for the preparation of the Frost & Sullivan Report. Figures and statistics provided
in this document and attributed to Frost & Sullivan have been extracted from the Frost & Sullivan Report
and published with the consent of Frost & Sullivan.

During the preparation of the market research report, Frost & Sullivan performed both primary research
which involves discussions of industry status with leading industry participants and industry experts, and
secondary research which involves review of company reports, independent research reports and data from
Frost & Sullivan’s own research database. In particular, Frost & Sullivan also obtained student enrolment
statistics of other education groups that are not listed companies through primary and secondary research.
Frost & Sullivan’s market research report was compiled based on the following assumptions: (i) China’s
economy will maintain steady growth in the next decade; (ii) China’s social, economic, and political
environment will remain stable in the forecast period; and (iii) market drivers like Chinese households’
growing expenditure on children’s education, support from central and local governments, improved
investment in private education and an increase in household income and wealth will drive the Chinese
private higher education market over the forecast period from 2018 to 2022. The projected figures for total
market size were prepared by Frost & Sullivan using historical data plotted against macroeconomic data
and related industry drivers.

CHINA’S EDUCATION MARKET OVERVIEW

China’s education system can be generally categorised into formal and informal education. The formal
education system provides students with opportunities to obtain official certificates from the PRC
government, whereas the informal education system only provides students with completion certificates
for the training and learning courses that they have completed, which may not be officially recognised in
China. This Industry Overview section is mainly focused on the formal education industry in China.
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Formal education comprises fundamental education, which includes education from preschool to high
school, secondary vocational education and higher education. Formal higher education can be further
categorised into junior colleges and universities. Junior colleges only offer junior college programmes
while universities can offer both junior college programmes and bachelor’s degree programmes. The
following diagram illustrates the structure of China’s formal education system:

Overview of the Formal Education System in China
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China’s education industry has experienced steady growth over the past five years. According to the
National Bureau of Statistics of China and Ministry of Education of the PRC, the total revenue of China’s
education industry increased from RMB3,036.5 billion in 2013 to RMB4,194.2 billion in 2017,
representing a CAGR of 8.4%. According to Frost & Sullivan, the total revenue of China’s education
industry is expected to increase from RMB4,194.2 billion in 2017 to RMB6,254.6 billion in 2022,
representing a CAGR of 8.3%. The following chart shows the historical and projected total revenue of
China’s education industry from 2013 to 2022:

Total Revenue of Education Industry in China (2013-2022E)
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The total student enrolments in China have remained stable in recent years. According to Frost & Sullivan,
the number of student enrolments increased from 244.7 million in 2013 to 256.6 million in 2017 and is
expected to reach 282.3 million in 2022. According to Frost & Sullivan, the number of student enrolments
in higher education increased from 26.5 million in 2013 to 29.6 million in 2017 and is expected to reach
33.9 million in 2022, outpacing the overall growth rate in the total number of student enrolments in China.

According to Frost & Sullivan, the education industry in China is likely to grow further in the future as
a result of an increase in annual disposable income for urban households, government’s policy support and
parents’ emphasis on a well-rounded education in addition to obtaining high examination scores.
Additionally, the PRC government has issued policies favourable to the development of profession-
oriented undergraduate education in China. As the One-Child Policy has been relaxed and Two-Child
Policy implemented, a higher birth rate will lead to a larger number of students and a higher demand for
education. These factors will likely drive China’s education market to grow further.

CHINA’S HIGHER EDUCATION MARKET OVERVIEW

China’s formal higher education can be provided by either junior colleges or universities granting different
diplomas/degrees. China’s higher education industry has experienced steady growth over the past five
years. According to National Bureau of Statistics of China and Ministry of Education of the PRC, the total
revenue of China’s higher education industry increased from RMB797.6 billion in 2013 to RMB1,060.2
billion in 2017, representing a CAGR of 7.4%. According to Frost & Sullivan, the total revenue of China’s
higher education industry is expected to increase from RMB1,060.2 billion in 2017 to RMB1,495.7 billion
in 2022, representing a CAGR of 7.1%. The following chart shows the historical and projected total
revenue of China’s higher education industry from 2013 to 2022:

Total Revenue of Higher Education Industry in China (2013-2022E)
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The student enrolments at higher education institutions in China have grown continuously for the last six
years. According to Frost & Sullivan, the number of student enrolments in higher education increased from
26.5 million in 2013 to 29.6 million in 2017, representing a CAGR of 2.8% and is expected to increase
from 29.6 million in 2017 to 33.9 million in 2022, representing a CAGR of 2.7%. The following chart
shows the historical and projected total number of student enrolments of China’s higher education industry
from 2013 to 2022:

Total Number of Student Enrolments in Higher Education in China (2013-2022E)
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Employment rate of graduates has been a critical parameter to measure the quality of a higher education
institution. According to Frost & Sullivan, the total number of graduates from higher education institutions
in China has risen steadily from 6.90 million in 2013 to 7.95 million in 2017. China’s overall initial
employment rate of the higher education graduates remained stable and was approximately 77.4%, 77.5%,
77.7%, 77.9% and 78.4% in 2013, 2014, 2015, 2016 and 2017, respectively, according to Frost & Sullivan.

China’s higher education consists of public higher education and private higher education. Public higher
education refers to higher education institutions established and operated by the PRC central or local
governments. The major source of funding for the public higher education institutions is PRC government
subsidies. In contrast, private higher education refers to higher education institutions established by
individuals or private entities, and its major source of funding is income from school operations,
specifically tuitions and fees. Moreover, according to Frost & Sullivan, all leading private higher
education providers in China are educational groups, each operating more than one higher education
institutions. By contrast, public higher education institutions in China are generally standalone entities.
For these reasons, Frost & Sullivan does not consider it meaningful to compare and rank market players
in both public and private higher education.

According to the Frost & Sullivan, for the public higher education market in China, total revenue increased
from RMB719.7 billion in 2013 to RMB956.5 billion in 2017, representing a CAGR of approximately
7.4%, and the total number of student enrollments increased from approximately 20.9 million in 2013 to
approximately 22.8 million in 2017, with a CAGR of 2.3%. According to the Frost & Sullivan, for the
public higher education market in Central China, total revenue increased from RMB93.6 billion in 2013
to RMB123.3 billion in 2017, representing a CAGR of approximately 7.1%, and the total number of
student enrollments increased from approximately 3.4 million in 2013 to approximately 3.7 million in
2017, with a CAGR of 1.9%.
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CHINA’S PRIVATE HIGHER EDUCATION MARKET OVERVIEW

The private higher education industry in China has experienced rapid growth since the beginning of the
1990s as the relevant government authorities made great endeavour in developing the regulatory
framework for private higher education, according to Frost & Sullivan. Private higher education in China
can be divided into three categories, namely, private universities (FEH¥FA<EL), private junior colleges (F
FERL) and independent colleges (J3/.2%F¢). Independent colleges are private higher education
institutions offering undergraduate courses that are run by non-governmental institutions or individuals
through cooperation with public universities.

According to Frost & Sullivan, the total revenue of the private higher education industry has been
increasing steadily from RMB77.9 billion in 2013 to RMB103.7 billion in 2017, representing a CAGR of
7.4%, and is expected to increase from RMB103.7 billion in 2017 to RMB149.6 billion in 2022,
representing a CAGR of 7.6%. In 2017, the total revenue of private higher education market in China
accounted for 9.8% of the total revenue of higher education market in China, according to Frost &
Sullivan. The following diagram illustrates the historical and projected total revenue of China’s private
higher education industry from 2013 to 2022:

Total Revenue of Private Higher Education in China (2013-2022E)
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Source: Frost & Sullivan

According to Frost & Sullivan, the number of student enrolments in private higher education in China
increased from 5.6 million in 2013 to 6.8 million in 2017 and is expected to increase from 6.8 million in
2017 to 8.3 million in 2022, representing a CAGR of 4.3%. In 2017, the total number of student
enrolments of private higher education market in China accounted for 22.8% of that of higher education
market in China, according to Frost and Sullivan. The following chart shows the historical and projected
total number of student enrolments of China’s private higher education industry from 2013 to 2022:
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Total Number of Student Enrolments in Private Higher Education in China (2013-2022E)
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More and more students have chosen to go to private universities or colleges instead of public schools.
Overall, according to Frost & Sullivan, the penetration rate of China’s private higher education industry
increased from 21.1% in 2013 to 22.8% in 2017 and is expected to reach 24.6% in 2022.

According to Frost & Sullivan, China’s average tuition fee of higher education per student per school year
increased from RMB7,554 in 2013 to RMBS8,031 in 2017. According to Frost & Sullivan, as China’s
economy continues to develop and per capita GDP continues to increase, China’s average tuition fees for
higher education, including both public and higher education, are expected to rise further. According to
Frost & Sullivan, economic growth and inflation in China are also expected to result in a steady increase
in teachers’ salaries for both public and private higher education in China. The average teachers’ salary
of higher education market in China is expected to increase at a CAGR of 10.0% from 2017 to 2022,
according to Frost & Sullivan. As a major cost for higher education institutions, growing teachers’ salaries
are expected to contribute to the continued increase in tuition fees. According to Frost & Sullivan, the
average tuition fee of private higher education per student is expected to increase at a CAGR of 2.9% from
2017 to 2022 in China. The average tuition fee per student of public higher education in China is expected
to remain at the current level as the revenue of public higher education is mainly derived from state
financial appropriation. Central China is expected to experience similar trends in tuition fees and teachers’
salaries as China generally, according to Frost & Sullivan. According to Frost & Sullivan, the average
teachers’ salary of higher education market is expected to increase at a CAGR of 8.7% from 2017 to 2022,
and the average tuition fee of private higher education per student is expected to grow at a CAGR of 1.5%
from 2017 to 2022 in Central China. The average tuition fee per student of public higher education in
Central China is expected to increase at a CAGR of 1.2% from 2017 to 2022.

According to Frost & Sullivan, the average tuition fee of private higher education institutions per student
was approximately RMB11,533 in 2017, much higher than that of public higher education institutions,
which was RMB6,996 in the same year. In addition, China’s average tuition fee of higher education as a
percentage of per capita GDP was 13.5% in 2017 and is expected to grow further, according to Frost &
Sullivan.
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Market Drivers and Development Trends of Private Higher Education in China

According to Frost & Sullivan, the development of private higher education in China is primarily driven

by the following factors:

Government support: The development of PRC private higher education is significantly driven by
PRC government policies and initiatives. In particular, (i) promulgated by the the PRC central
government in 2010, the Outline of China’s National Plan for Medium-and Long-Term Education
Reform and Development (2010-2020) (5 H & %A BOf FEs AR #I402), (2010-2020) laid
down a strategic development plan to encourage financial investments in education and support the
development of private education; (ii) promulgated by Order No. 55 of the President of the PRC in
November 2016 and became effective in September 2017, the 2016 Decision, namely the Decision
of the Standing Committee of the National People’s Congress on Amending the Law for Promoting
Private Education of the PRC ( (& E A\ RACERK & HH5Z B BB <3 A RILFE RIFAFE L
HELSIPRE) ) provides that a private school can elect to register as either a for-profit private
school or a non-profit private school, where a for-profit private school may determine the tuition fees
to be charged without the need to seek approval from the relevant government authorities; and (iii)
issued by the State Council in December 2016, the Several Opinions of the State Council on
Encouraging the Operation of Education by Social Forces and Promoting the Healthy Development
of Private Education ( IR 5 e B s % s AL € ) B 5 e o R M B SR B T 1) T ) )
requires each level of the people’s government to increase its support to the private schools in terms
of financial investment, financial support, autonomous policies, preferential tax treatments, land
policies, fee policies, autonomous operation, and protection of teachers’ and students’ rights.

Increasing resident income and demand for higher education: With the increase in household
income and improvement of living conditions in China, the public can afford to spend more on
education. Private education has gained ground for development based on the gap between the
rapidly increasing demand for higher education and the relatively limited public higher educational
resources. According to Frost & Sullivan, with continued economic development, Chinese
households’ increasing income and wealth, China’s higher education student enrolment rate is
expected to continue to increase at a rapid pace. Nevertheless, according to Frost & Sullivan, the
development of public educational resources is likely to remain stable, and private education is
expected to fill in the gap and observe strong development.

Growing market demand for technical talents: As China’s economy continues to develop, the
Chinese market needs more technical talents in all areas. As public higher education tends to focus
on academic training, there is a significant lack of skilled and well-trained frontline technicians in
China, according to Frost & Sullivan. The growing market demand for technical talents will attract
more students to private professional or vocational education.

Increasing diversification and strengthened education quality: With the policy support and private
education groups’ capabilities to integrate resources, the quality of private formal higher education
is continuously improving. The emergence and development of leading private universities, which
offer high-quality education programmes, indicate a flourishing market of China’s private higher
education. Meanwhile, private education institutions that focus on professional education are
expanding their programmes and become diversified and increasingly specialised. Such
developments are expected to attract more students and drive the growth of the higher education
market.
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With the help of these driving factors, according to Frost & Sullivan, the development trends of the private
higher education industry in China are the following:

. Industry consolidation: China’s higher education market is expected to observe increasing
consolidation as the leading players continue to expand and grow through mergers and acquisitions.
Such trend is also strengthened by stringent legal requirements, large amount of required capital and
long preparation period required for establishing higher education institutions.

. Increasing number of private universities: Transforming independent colleges to private
universities is likely to be a key development trend. This trend is supported by private education
operators’ capability to integrate academic and capital resources, as well as their continuously
improving education quality and brand recognition. Another contributing factor to this trend is the
public’s pursuit of higher education degree levels, due to the social economic and technological
development of China and the increase in personal wealth and education-related expenditures.

. Better match of talent cultivation objective and market demand: Universities focusing on applied
arts and technologies provide more training on practical techniques to better cultivate technical
talents, who are well sought after by Chinese employers. The Chinese government is expected to
strengthen its support for the development of profession-oriented higher education and relevant
institutes.

Competitive Landscape of the Private Higher Education Industry in China

China’s private higher education market is highly fragmented and decentralised, as the top five players in
the market together occupied only 5.8% market shares by student enrolment in 2017. The geographic
market of private higher education is broader than local cities, as compared to fundamental education,
primarily due to the nationwide Gaokao and admission system where cross-region admission and
enrolment is a common practice. According to Frost & Sullivan, the total number of private higher
education institutions in China reached 746 in 2017. The following table shows the student enrolment
numbers of the top five private higher education service providers in China in 2017:

Top Five Players in China’s Private Higher Education Market by Student Enrolment in 2017

Student Market share in
Rank Market players enrolment” China

(in thousands)

1 Group A 184.6 2.7%
2 Group B 74.2 1.1%
3 Group C 53.1 0.8%
4@ Our Group 40.3 0.6 %
5 Group D 40.2 0.6%
Note:

(1) Including student enrolment in bachelor’s degree programmes, junior college to bachelor’s degree transfer programmes

and junior college diploma programmes only.

(2) With respect to the entire higher education market in China, Shangqiu University (including Shangqiu University Kaifeng
Campus) ranked in the range of 170-200 and Anyang University ranked in the range of 320-370 among approximately
2,631 public and private higher education institutions as measured by total student enrolment in the 2017/2018 school year.

Source: Frost & Sullivan
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Central China’s Private Higher Education Market Overview

Central China refers to the geographic region covering Henan, Hubei and Hunan Provinces. The private
higher education market in Central China is more developed and has more private higher education
institutions than many regions in China. According to Frost & Sullivan, the number of private higher
education institutions in Central China exceeded 110, out of a total of 746 institutions in China in 2017.

According to Frost & Sullivan, the total revenue of private higher education in Central China has grown
steadily from RMB12.5 billion in 2013 to RMB16.6 billion in 2017, representing a CAGR of 7.3%. In
2017, the total revenue of private higher education market in Central China accounted for 11.9% of the
total revenue of higher education market in Central China, according to Frost & Sullivan. Central China’s
total revenue of private higher education is expected to increase from RMB16.6 billion in 2017 to
RMB23.3 billion in 2022, representing a CAGR of 7.0%, according to Frost & Sullivan. Within the Central
China region, the total revenue of private higher education in Henan Province increased from RMB3.7
billion in 2013 to RMBS5.7 billion in 2017, representing a CAGR of 11.2%, and is expected to increase
from RMBS5.7 billion in 2017 to RMBS.5 billion in 2022, representing a CAGR of 8.5%, according to Frost
& Sullivan. According to Frost & Sullivan, the private higher education market in Henan is expected to
grow faster than the overall private higher education market in China and Central China due to Henan’s
large population and relatively scarce public education resources. Henan Province had the largest
registered population in China in 2017, but its public higher education is less developed than the other two
provinces in Central China and many other province elsewhere in China, which is expected to drive the
further development of the private higher education market in Henan Province in the future. The following
chart shows the historical and projected total revenue of the private higher education industry in Central
China from 2013 to 2022:

Total Revenue of Private Higher Education Industry in Central China (2013-2022E)
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The number of student enrolments in private higher education in Central China increased from 0.97
million in 2013 to 1.15 million in 2017, representing a CAGR of approximately 4.5%, and is expected to
increase from 1.15 million in 2017 to 1.38 million in 2022, representing a CAGR of 3.7%. In 2017, the
total number of student enrolments of private higher education market in Central China accounted for
24.0% of that of higher education market in Central China, according to Frost & Sullivan. Within the
Central China region, the number of student enrolments in the private higher education in Henan increased
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from 0.33 million in 2013 to 0.45 million in 2017, representing a CAGR of 8.0%, and is expected to
increase from 0.45 million in 2017 to 0.59 million in 2022, representing a CAGR of 5.6%, according to
Frost & Sullivan. The following chart shows the historical and projected total number of student
enrolments of the education industry in Central China from 2013 to 2022:

Total Number of Student Enrolments in Private Higher Education in
Central China (2013-2022E)
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The penetration rate of the private higher education in Central China has increased over the past five years
which was higher than the national average, and this trend is likely to continue in the next five years.
According to Frost & Sullivan, the penetration rate of the private higher education in Central China
increased from 22.2% in 2013 to 24.0% in 2017 and is expected to reach 25.0% in 2022.

Although lower than Central China, the penetration rate of the private higher education in Henan Province
grew rapidly from 20.0% in 2013 to 23.4% in 2017 and is expected to reach 25.3% in 2022, according to
Frost & Sullivan. In particular, the penetration rate of the private higher education in Henan Province is
expected to equal that of Central China in 2019 and exceed it in 2021, according to Frost & Sullivan.

According to Frost & Sullivan, the development of Central China’s economy and the increasing school
operating costs, particularly the salary of teachers, are conducive to the growth in tuition fee of private
higher education in Central China. According to Frost & Sullivan, Central China’s average tuition fee of
private higher education per student per school year increased from RMB10,206 in 2013 to RMB10,825
in 2017. In 2017, the average tuition fee of private higher education institutions in Central China was
approximately RMB10,825, much higher than that of the public higher education institutions, which was
RMB7,675, according to Frost & Sullivan. According to Frost & Sullivan, Central China’s average tuition
fees for private higher education is expected to grow further particularly in Henan Province with the
average tuition fees of private higher education per student per school year increasing from RMBS,870 in
2013 to RMB9,501 in 2017.
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Market Competitive Landscape of Private Higher Education in Central China

Central China’s private higher education market is less fragmented than the entire China market, as the
top five players in the market together occupied 14.4% market shares by student enrolment in 2017.
According to Frost & Sullivan, the total number of private higher education institutions in Central China
exceeded 110 in 2017. The following table shows the student enrolment numbers of the top five private
higher education service providers in Central China in 2017:

Top Five Players in Central China’s Private Higher Education Market
by Student Enrolment in 2017

Student Market share in
Rank Market players enrolment” Central China

(in thousands)

1?® Our Group 40.3 3.5%
2 Group D 40.2 3.5%
3 Group E 31.0 2.7%
4 Group F 27.8 2.4%
5 Group G 26.6 2.3%
Note:

(D) Including student enrolment in bachelor’s degree programmes, junior college to bachelor’s degree transfer programmes

and junior college diploma programmes only.

(2) With respect to the entire higher education market in Central China, Shangqiu University (including Shangqiu University
Kaifeng Campus) ranked in the range of 30-40 and Anyang University ranked in the range of 60-70 among approximately
387 public and private higher education institutions as measured by total student enrolment in the 2017/2018 school year.

Source: Frost & Sullivan
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OUR HISTORY

Our history can be traced back to 2004, when the School Sponsor was established with the personal
funding from Chairman Hou (the founder of our Group, father of Mr. Hou and spouse of Ms. Jiang). In
2004, the School Sponsor entered into a cooperation agreement with Henan Agricultural University (77
3K E) with a view to establishing the predecessor of Shangqiu University known as Huayu College
of Henan Agricultural University (7R EREFELRERL). In 2008, the School Sponsor entered into a
cooperation agreement with Anyang Normal University (%[ ffi#iZ% Bt ) with respect to the predecessor of
Anyang University known as College of Humanities and Management of Anyang Normal University (%
5 il 88 B2 B N SCAEPRERBE). These predecessors were subsequently converted into independent private
universities, namely Shangqiu University and Anyang University, respectively. Shangqiu University and
Anyang University are our PRC Operating Schools that were primarily responsible for our track record
performance.

Since Mr. Hou joined our Group in August 2012, Mr. Hou has assumed the executive management
functions of our PRC Operating Schools with Chairman Hou assuming a primarily strategic supervisory
role. During the Track Record Period, Mr. Hou, supported by our senior management team, has been
primarily responsible for the day-to-day operations and executive management of our PRC Operating
Schools.

In preparation for the Listing, and upon completion of the Reorganisation as described below, the PRC
Holdco, the School Sponsor, Shangqiu University (including Shangqiu University Kaifeng Campus) and
Anyang University became our consolidated affiliated entities through the Contractual Arrangements. See
“Contractual Arrangements” for further details.

OUR MILESTONES

The following table sets forth the key milestones of our Group:

Year Milestone
2004 The School Sponsor was established as a private non-enterprise entity (F&HEIA>FEE ()
in the PRC

The School Sponsor entered into a cooperation agreement with Henan Agricultural

University (W FEZEKE) with a view to establishing the predecessor of Shanggiu
University known as Huayu College of Henan Agricultural University (J7] 52 2EKE
HLELE) (“Huayu College”)

2005 Huayu College obtained approval from the MOE for its establishment

2008 The School Sponsor entered into a cooperation agreement with Anyang Normal
University (%[5 HTEI£2BE) with respect to the predecessor of Anyang University known
as College of Humanities and Management of Anyang Normal University (% 5 fiffi i £2
B N SCEHEERRE) (the “College of Humanities and Management”)

2011 Huayu College obtained approval from the MOE for conversion into Shangqiu University,
an independent private university

2013 Shangqiu University Kaifeng Campus obtained approval from the Education Department
of Henan Province ({M[Fg & %X B HE) for its establishment

2014 The School Sponsor entered into a cooperation agreement with Yangtze University ({1
KE) with respect to Hubei College

2016 The College of Humanities and Management obtained approval from the MOE for

conversion into Anyang University, an independent private university

2017 Our Company was incorporated with limited liability in the Cayman Islands for the
purpose of the Listing

2018 We entered into the Contractual Arrangements for the purpose of the Reorganisation and
acquired control of our PRC Operating Schools
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OUR CONSOLIDATED AFFILIATED ENTITIES

The following table sets forth information of our consolidated affiliated entities as of the Latest

Practicable Date:

Date of
establishment/
government
Consolidated approval for Registered
affiliated entity Type of entity establishment capital Business activity
PRC Holdco (namely, Limited liability 1 August 2017 RMB30,000,000 Assuming control of
Henan Chunlai company (date of the sponsor interests
Education Technology establishment) in the School

Co., Ltd.
(MEBHERLEREH
MR HD)

School Sponsor (namely,

Private non-enterprise

18 October 2004

RMB113,740,000

Sponsor as part of

the Contractual

Arrangements
Holding the sponsor

Henan Shangqiu entity (RHFERHE (date of interest in Anyang
Chunlai Education AT establishment) University and

Corporation ({1 R i

Shangqiu University

FAREHER))
Anyang University Private HEI 25 April 2003 RMB&0,000,000 Provision of higher
(P BE) (date of education in the
approval from PRC
MOE)
Shangqiu University Private HEI 14 July 2005 RMBS80,320,000 Provision of higher

(T Bt ) (date of education in the
approval from PRC
MOE)

The PRC Holdco

The PRC Holdco (namely, Henan Chunlai Education Technology Co., Ltd. ({0 B & 2K 2 & BHE A FRA 7))
was established in August 2017 primarily for the purpose of implementing the Contractual Arrangements.
As advised by our PRC Legal Adviser, the sponsor interest of the School Sponsor, being a private
non-enterprise entity, is not capable of being pledged under PRC laws. With a view to securing our
effective control over our consolidated affiliated entities pursuant to the Contractual Arrangements, the
PRC Holdco was established to become a sponsor of the School Sponsor by acquiring 1% sponsor interest
in the School Sponsor and assume the role of attorney-in-fact with respect to the sponsor interests in the
School Sponsor held by Mr. Hou, Chairman Hou and Ms. Jiang. Pursuant to the powers of attorney (see
“Contractual Arrangements — Operation of the Contractual Arrangements — Powers of Attorney” for further
details), the PRC Holdco may exercise all the rights in relation to the sponsor interests in the School
Sponsor and is entitled to appoint members of the board of directors of the School Sponsor. Pursuant to
such arrangement, and collectively with other aspects of the Contractual Arrangements (see “Contractual
Arrangements”), we are able to secure effective control over the PRC Holdco, the School Sponsor and our
PRC Operating Schools.

As of the Latest Practicable Date, the PRC Holdco was held as to 100% by Mr. Hou.

The School Sponsor

The School Sponsor (namely, Henan Shangqiu Chunlai Education Corporation (Y7 P . 528 2 & 4E H))
is a private non-enterprise entity (FRHFIEAEZFEE (V) that holds the sponsor interest in our PRC Operating
Schools. The School Sponsor was established in 2004 by Chairman Hou (the founder of our Group, father
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of Mr. Hou and spouse of Ms. Jiang) with a registered capital of RMB13,400,000. After multiple rounds
of capital injection, the registered capital of the School Sponsor was last increased to RMB113,740,000
in October 2017. As of the Latest Practicable Date, the sponsor interest of the School Sponsor was held
as to 69.3% by Mr. Hou, as to 19.8% by Chairman Hou, as to 9.9% by Ms. Jiang, and as to 1% by the PRC
Holdco. As part of the Contractual Arrangements (see “Contractual Arrangements”), Mr. Hou, Chairman
Hou and Ms. Jiang have irrevocably authorised the PRC Holdco to be their attorney-in-fact to exercise all
the rights relating to their sponsor interests in the School Sponsor at the discretion of the PRC Holdco.

Mr. Hou became a sponsor of the School Sponsor in September 2012. When Mr. Hou became a sponsor
of the School Sponsor, Mr. Hou, Chairman Hou and Ms. Jiang agreed that Mr. Hou would effectively own
the sponsor interests of the School Sponsor held by Chairman Hou and Ms. Jiang, including the right to
appoint directors, the right to exercise Chairman Hou’s rights as a director of the School Sponsor and the
right to the portion of the assets, business, profits, revenue, dividend and bonus of the School Sponsor
attributable to the sponsor interests held by Chairman Hou and Ms. Jiang. Since September 2012, each of
Chairman Hou and Ms. Jiang has held his/her sponsor interests in the School Sponsor on behalf of Mr.
Hou. Each of Mr. Hou, Chairman Hou and Ms. Jiang has confirmed such arrangement in writing in April
2018.

Shanggqiu University (% £ 2p%)

Shangqiu University is a Private HEI located in Henan Province, the PRC.

In June 2004, the School Sponsor and Henan Agricultural University (7[F§E 3 K5, an Independent
Third Party, entered into a cooperation agreement, with a view to establishing the predecessor of Shangqiu
University, known as Huayu College of Henan Agricultural University ({7 5 2 36 K2 #E 5 B EE) (“Huayu
College”), with the School Sponsor contributing capital assets and Henan Agricultural University (77
JE2EKEL) contributing management expertise and brand name. The parties agreed to the School Sponsor
holding the sponsor interest in Huayu College and payment of management fees to Henan Agricultural
University (77 & 2£K£). Huayu College obtained approval from the MOE for its establishment in July
2005.

As the operations and reputation of Huayu College gradually matured, we consider it was appropriate for
Huayu College to operate as an independent private university and cease any affiliation with Henan
Agricultural University (F[F/E3EKRKEL). In March 2009, the School Sponsor and Henan Agricultural
University (V0 B J2 3£ K23 ZBT) entered into an agreement to terminate the cooperation. In April 2011,
MOE approved the conversion from Huayu College into Shangqiu University, a Private HEI. As advised
by our PRC Legal Adviser, such conversion was effective and in compliance with the relevant PRC legal
requirements.

In May 2013, a branch college (N&@Z:Bt) of Shanggiu University Kaifeng Campus (namely, Shangqiu
University Applied Science and Technology College (i 2B fiE FIFH£ £ F%)) obtained approval from the
Education Department of Henan Province (Y7 i & #( & ) for its establishment. Based on the confirmation
letter issued by the Education Department of Henan Province (Y7 ¥ & %X B %) on 28 August 2017, our PRC
Legal Adviser is of the view that Shangqiu University Kaifeng Campus is not a separate legal entity under
PRC laws.

Anyang University (Z[52p5%)
Anyang University is a Private HEI located in Henan Province, the PRC.

The predecessor of Anyang University known as College of Humanities and Management of Anyang
Normal University (the “College of Humanities and Management”) obtained approval from the MOE for
its establishment in April 2003. In November 2008, the School Sponsor and Anyang Normal University
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(ZPRTEELRE), an Independent Third Party, entered into a cooperation agreement with respect to the
College of Humanities and Management, with the School Sponsor contributing capital assets and Anyang
Normal University (Z[5Rli#I£2BE) contributing management expertise and brand name. The parties
agreed to the School Sponsor holding the sponsor interest in the College of Humanities and Management
and payment of management fees to Anyang Normal University (R HfifEE20z).

As the operations and reputation of the College of Humanities and Management gradually matured, we
consider it was appropriate for the College of Humanities and Management to operate as an independent
private university and cease any affiliation with Anyang Normal University (%5 HT#IZ2F5). In July 2015,
the School Sponsor and Anyang Normal University (%[5 Hili#i5%fi) entered into an agreement to terminate
the cooperation. In the same month, the School Sponsor paid a one-off termination fee of RMB138.9
million to Anyang Normal University (Z [ ffi#iZ ) for the purpose of the termination. Such termination
fee in substance represented our conversion cost of the College of Humanities and Management from
Anyang Normal University (%P5 Hfi#i£2[5¢) and was negotiated on arm’s length basis primarily taking into
account the nature, revenue (in particular the expected revenue attributable to students that were enrolled
under the affiliation with Anyang Normal University (Z 5 Rfif#i£:0¢) until their graduation), scale, brand
name and the operating prospects of the College of Humanities and Management and the amount of
management fee paid to Anyang Normal University (Z[5Hli#i5Bt) during the cooperation.

The termination fee of RMB138.9 million comprises two components:

(i) Management fee. Our cooperation with Anyang Normal University had a term of 50 years, during
which management fee would be payable to Anyang Normal University. The amount of management
fee paid to the Anyang Normal University for the 2014/2015 school year was approximately
RMB13,123,000. Since a lump sum payment was payable to Anyang Normal University under the
termination, the parties have agreed that the present value of the management fee under the
cooperation be calculated on the basis of the management fee for the 2014/2015 school year for
10 years. Therefore, this component of the termination fee is approximately RMB131,230,000.

(i1) Gratuity. We had an amicable cooperation with Anyang Normal University. In particular, Anyang
Normal University provided us with the much needed support in the conversion from the College of
Humanities and Management into Anyang University. On this basis, we agreed to pay Anyang
Normal University a gratuity payment of approximately RMB7,686,585.

In April 2016, MOE approved the conversion from the College of Humanities and Management into
Anyang University, a Private HEI. As advised by our PRC Legal Adviser, such conversion was effective
and in compliance with the relevant PRC legal requirements.

PRIOR COOPERATION
College of Clinical Medicine of Tianjin Medical University (XZEBH X2 HEKEZMR)

In April 2013, the School Sponsor entered into a cooperation agreement with Tianjin Medical University
(RHEEFRIKE) with respect to an independent college of Tianjin Medical University known as the
College of Clinical Medicine of Tianjin Medical University (K BRI B K B EBE) (the “College of
Clinical Medicine”). Pursuant to the cooperation agreement, (i) the School Sponsor was required to
contribute capital in the amount of RMB400 million to the College of Clinical Medicine and hold 80% of
its sponsor interest; (ii) the School Sponsor shall be responsible for the construction of a new campus for
the College of Clinical Medicine and (iii) Tianjin Medical University (Ki#EFHKE) was required to
contribute in the form of management expertise, human resources and teaching resources to the College
of Clinical Medicine and hold 20% of its sponsor interest. From April to September 2013, the School
Sponsor paid an aggregate of RMB150 million to Tianjin Medical University (K% £IKEE) that was
accounted for as pre-payment for cooperation in the financial statements of our Group. However, the
strategic benefits of the cooperation did not materialise as expected and at the relevant time we considered
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it would be appropriate to terminate the cooperation. In January 2016, the parties entered into an
agreement to terminate the cooperation. For the purpose of termination, Tianjin Medical University (K
R EL) returned to the School Sponsor RMB130 million in January 2016 and waived certain amount
due to the College of Clinical Medicine that arose in the course of the prior cooperation. No termination
fee or compensation was payable by us for the purpose of the termination. As a result, we recorded a
one-off gain of RMB21.6 million for the year ended 31 August 2016. The School Sponsor never became
a school sponsor of the College of Clinical Medicine as envisaged in the cooperation agreement. The
results of operations of the College of Clinical Medicine were not consolidated into those of our Group
and no interest in College of Clinical Medicine was accounted for in the financial statements of our Group.
As of the date of the termination agreement, to the best of our knowledge, the College of Clinical Medicine
was in normal operating conditions as a whole and we were not aware of any material deficiency
concerning its academic operations.

Jingu College of Tianjin Normal University (K2A0%i K22 425)

In March 2013, the School Sponsor entered into a cooperation agreement with Tianjin Normal University
(R HELAM#I K E:) with respect to an independent college of Tianjin Normal University known as Jingu
College of Tianjin Normal University (KFHH#EIKRELAGERE) (“Jingu College”). Pursuant to the
cooperation agreement (as supplemented), (i) the School Sponsor was required to contribute capital to
Jingu College in the amount of RMBI1 billion to purchase land, construct school dormitories, install
ancillary facilities and build new campus and hold 85% of its sponsor interest; and (ii) Tianjin Normal
University (KifAfi#i X&) was required to contribute in the form of management expertise and human
resources to Jingu College and hold 15% of its sponsor interest. However, the strategic benefits of the
cooperation did not materialise as expected and at the relevant time we considered it would be appropriate
to terminate the cooperation. In June 2017, the parties entered into a termination agreement. There was
no termination fee or compensation arrangement involved for the purpose of the termination. The School
Sponsor did not make any capital contribution and never became a school sponsor of Jingu College as
envisaged in the cooperation agreement. The results of operations of Jingu College were not consolidated
into those of our Group and no interest in Jingu College was accounted for in the financial statements of
our Group. As of the date of the termination agreement, to the best of our knowledge, Jingu College was
in normal operation conditions as a whole and we were not aware of any material deficiency concerning
its academic operations.

Reasons for termination

We conducted reasonable due diligence prior to entering into the cooperation with (i) Tianjin Medical
University (KEEFIKEE) with respect to the College of Clinical Medicine; and (ii) Tianjin Normal
University (K FT#I K £ ) with respect to Jingu College, respectively, primarily on the operation (such as
student enrolment and source of students), financial (such as tuition fee and boarding fee income and debts
and other liabilities) and legal (such as legal status and practical impediment to cooperation and
acquisition) aspects of the schools. Such due diligence included reviewing operating data, financial
statements, legal documentation and corporate documents made available by the schools, site visits,
discussions with key management personnel and public and industry research. During our due diligence,
we reviewed the written termination agreements with respect to the College of Clinical Medicine and Jingu
College, pursuant to which the original cooperating party controlling the sponsor interest in each of the
schools has agreed to terminate the cooperation and cease participation in the future operations of the
school. On this basis, we were not aware of, and did not envisage that there would be, any dispute over
the sponsor interests of the schools at the time when we entered into the cooperation in 2013. Litigation
proceedings concerning the sponsor interests of the schools were initiated after we have entered into the
cooperation. Such proceedings were considerably more protracted than originally expected and presented
us with practical challenges to implement the key aspects of the cooperation. Our decision to terminate
the cooperation in 2016 with Tianjin Medical University (K% FHKE:) and 2017 with Tianjin Normal
Universisty (KEATEIAE) is particularly set out below:
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. the school sponsors of each of the College of Clinical Medicine and Jingu College were involved in
litigation proceedings with respect to their sponsor interests. We were not able to implement many
key aspects of the cooperation as planned due to such school sponsors refusing to cooperate,
including initiating the application process for the change of school sponsor, acquiring land through
allocation and construction for the new campus and participating in the daily operations and
management of the schools. We were not able to realise the strategic benefits of gaining in-depth
familiarity with the operations of the schools through the cooperation as envisaged and progressively
introduce changes to facilitate the expected acquisition, integration into our Group and conversion
into a Private HEI. Based on our communication with the cooperating parties and understanding of
the litigation proceedings, our Directors had at the relevant time concluded that there was no realistic
prospects for us to obtain the sponsor interest and meaningful management participation rights
within a reasonable timeframe, rendering it impracticable for us to acquire control of the schools to
achieve the objectives of our expansion strategy; and

. on account of the substantial uncertainties in when we would be able to begin implementing the key
aspects of the cooperation, and the rising costs of acquiring land through allocation, construction of
school facilities and human resources particularly in Tianjin, our Directors considered at the relevant
time that the significantly prolonged processes could result in inordinate expenditure that could
outweigh the benefits of the cooperation and have a material adverse effect on our operations and
financial position, thus rendering it no longer in the best interest of our Company to proceed.

Our Directors do not consider that the termination is reflective of our capability to acquire independent
colleges or cooperate with public education institutions in the future, on the basis that the termination was
primarily a consequence of us being practically prevented from implementing the terms of the cooperation
due to protracted litigation proceedings involving the school sponsors as discussed above, notwithstanding
that we had done what we reasonably could in the circumstances, as opposed to our failure to manage and
operate the schools. Furthermore, we terminated the cooperation on a mutually amicable basis, and each
of Tianjin Medical University (KHEFIKE) and Tianjin Normal University (KEHRTHEIAE) has
confirmed in writing that there are no disputes with, and claims against, us arising from the relevant
cooperation.

We recognise that future acquisitions of independent colleges through cooperation with public education
institutions as those discussed above may involve substantial uncertainties and take considerable time to
complete. In light of this, we have internal control measures in place to monitor our future acquisition and
cooperation transactions. We will deploy experienced school management personnel to our future
acquisition or cooperation targets to direct and closely monitor the school operations and integration
progress, who will regularly report to our Board for continuous assessment. In particular, we will assess
the timeline of each future acquisition and cooperation with a view to ensuring they are within our
expectation and consistent with our expansion strategy. We will diligently scrutinise our capital
expenditure in connection with future transactions against the prospects of realising the expected strategic
benefits. In the event that we encounter unexpected material impediment to any transaction, we will assess
on an informed basis whether it remains in our best interests to proceed and if appropriate, negotiate with
the counterparty to reach an amicable resolution. Where feasible, we will also use our best endeavours to
negotiate more elaborate termination provisions to be included in the cooperation agreements, such as
including the operation of “long-stop date” and the principles/basis on how the termination
fee/compensation arrangements will be determined, with a view to achieving outcome certainty and
protection in favour of us in the event of termination. We will also engage external professional advisers,
such as valuers, accountants, financial advisers and legal counsels to advise us of potential risks and assist
us with due diligence and negotiation of appropriate protective terms. Our Directors are of the view that
that our internal control procedures are adequate and effective in ensuring our future acquisitions and
cooperation transactions will be effectively implemented and executed to meet our objectives. Our internal
control consultant has reviewed our design of the internal control measures set out above. Based on the
foregoing, our internal control consultant concurs that we have properly designed the internal controls to
achieve the foregoing purpose.
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ACQUISITION OF HUBEI COLLEGE
The cooperation agreement with Yangtze University

Hubei College (namely, College of Engineering and Technology of Yangtze University ({271 K5 T
flT22B)) is currently an independent college of Yangtze University. In December 2014, the School Sponsor
entered into a cooperation agreement with Yangtze University ({27 K%2%) with respect to Hubei College.
The current school sponsors of Hubei College are Yangtze University (f271.K%) and Oilfield Education,
an Independent Third Party controlling the sponsor interest in Hubei College. Pursuant to the cooperation
agreement (as supplemented), (i) Yangtze University (RYLK%E) shall transfer the intangible assets and
management rights of Hubei College to the School Sponsor and change the principal teaching body (¥
£ ) to the School Sponsor effective on 10 December 2014; (ii) Yangtze University (VLK) shall,
without compensation, provide and sign the relevant documents consenting to the conversion of Hubei
College into a Private HEI, support the acquisition of land through allocation and construction for the new
campus of Hubei College at Jingzhou (/1) and assist to complete the change of school sponsor and legal
representative procedures as soon as possible; (iii) the School Sponsor shall pay to Yangtze University (=
VLK) RMB120 million (RMB100 million payable upon signing of the cooperation agreement with the
outstanding balance payable within 10 days after the change of school sponsor is effected) as consideration
for its contribution in Hubei College and certain management fees; (iv) the School Sponsor shall use its
own financial resources to purchase land and construct a new campus in Jingzhou for Hubei College; and
(v) prior to the commencement of the new campus to be constructed by the School Sponsor, the School
Sponsor shall pay Yangtze University (7L K%) RMB17 million annually as rent for Hubei College to
utilise the existing campus resources (including teaching buildings, office buildings, laboratories, student
dormitories and canteens).

Pursuant to the cooperation agreement, in December 2014, the School Sponsor paid RMB100 million of
consideration to Yangtze University (f27L.K%) that was recognised as pre-payment for cooperation in the
financial statements of our Group and has since been participating in the operation of Hubei College. We
currently expect that the new campus of Hubei College in Jingzhou (Fi/l) will commence operations in
the 2019/2020 school year. After relocation of the existing operations of Hubei College to the new campus,
we expect Hubei College to discontinue the use of its current campus and cease paying rent to Yangtze
University (;27L.K%). For more details of the relocation plan, see “Business — Additional College to Be
Acquired by Our Group”. In April 2016, the School Sponsor, Yangtze University (:2{LAK%E), Hubei
College and Oilfield Education entered into an agreement with respect to the change of sponsor and
entitlement of assets of Hubei College, pursuant to which (i) Yangtze University ({27LK%£%) shall not be
entitled to any assets of Hubei College; (ii) Oilfield Education shall exit as a school sponsor and shall not
be entitled to any assets of Hubei College; and (iii) upon the change of school sponsor of Hubei College
from Oilfield Education to the School Sponsor becoming effective, Hubei College shall assume the
obligations and be entitled to the assets of Hubei College.

Change of school sponsor of Hubei College subject to MOE approval

In May 2016, Yangtze University ({27 K%£) applied to Hubei Provincial Department of Education (#dt
H#FHE) to replace Oilfield Education as a school sponsor of Hubei College by the School Sponsor. With
a view to understanding the status of the application, in January 2018, we, with the assistance of our PRC
Legal Adviser, consulted a Deputy Director (f|jE{E) of the Development Planning Office of Hubei
Provincial Department of Education (#idtEZFREEEEMIFEE). During such consultation, we were
verbally given to understand that the MOE has assumed the authority in approving the change of school
sponsor of higher education institutions in Hubei Province, and the aforementioned application is under
consideration by the MOE. Upon the School Sponsor becoming a school sponsor of Hubei College, we
expect to acquire control of Hubei College through contractual arrangements and consolidate the results
of operations of Hubei College into those of our Group. In April 2018, with a view to understanding the
status of the application, our PRC Legal Adviser again consulted a Deputy Director (E|iE =) of the
Development Planning Office of Hubei Provincial Department of Education (Wt % HE s B &),
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who has verbally confirmed that (i) there would not be any substantive legal impediment to the change of
school sponsor of Hubei College, but the exact timing would principally depend on the MOE; and (ii) as
the approval involves many processes, it may take up to a year to complete even if it proceeds smoothly.
Our PRC Legal Adviser is of the view that the Development Planning Office of Hubei Provincial
Department of Education (I#1t &%k & BE%E )R BIH 1) is a competent authority on the basis that, according
to the official website of the Hubei Provincial Department of Education, it is responsible for the reporting
and approving the establishment, merger, revocation and the change of name of vocational education
schools and above, and the centralized management and comprehensive coordination of private higher
education, and the official consulted has the appropriate authority on the basis the official consulted has
authoritative understanding of the PRC laws and regulations with respect to the approval process of the
change of school sponsor in Hubei Province and by virtue of his position, to give such confirmations.

With a view to understanding the approval process at the MOE, in June 2018, our PRC Legal Adviser
conducted a general telephone consultation with an official of the Department of Development Planning
of MOE (& #l%)E % 7)), who has verbally confirmed that, with respect to the change of school
sponsor of independent colleges and MOE approval generally, the MOE will assess whether the materials
submitted by the provincial department of education are complete and in compliance with the relevant
requirements; if the materials are in order, the MOE will issue the approval documentation to the
provincial department of education. With a view to understanding the approval process specifically with
respect to Hubei College at the MOE, in July 2018, our PRC Legal Adviser consulted a senior staff
member (& E{EF}E) of the Office of Private Education Management, Division of Development Planning
of MOE (& #has e i & 7 R HF#F & 1K), During such consultation, we were given to understand that
(i) provided that the application materials for the change of school sponsor are in order, the MOE will
approve the change of school sponsor and issue a new school operating license, and such process will not
be subject to any other impediments; (ii) the MOE has received and is processing the application materials
relating to the change of school sponsor of Hubei College submitted by the Hubei Provincial Department
of Education (Widt & Z(F HE) and requested for further supplementary information from Hubei College;
and (iii) where there is more than one school in a province applying for change of school sponsor, the
provincial department of education will collate the application materials of all such schools and submit
them to the MOE for review and feedback at the same time; as there are a number of schools in Hubei
Province currently applying for the change of school sponsor and the Hubei Provincial Department of
Education (4t B #(F HE) is collating the relevant materials from such schools prior to submission to the
MOE, the timing on the change of school sponsor of Hubei College cannot be accurately estimated. To the
best of our knowledge, Hubei College has submitted the supplemental information requested by the MOE
to the Hubei Provincial Department of Education (]t 5 #(F ), and such information is pending to be
submitted to the MOE for further review together with the application materials of other schools in Hubei
Province also applying for change of school sponsor, which are currently being collated by the Hubei
Provincial Department of Education (i#lJtE#EHE). Our PRC Legal Adviser is of the view that the
Division of Development Planning of MOE (%5 ## e #1#|w]) is a competent authority to give such
confirmations on the basis that, according to the official website of the MOE, it is responsible for
approving the establishment, revocation, change of name and adjustments of higher education institutions
together with other relevant parties, and undertaking overall planning, comprehensive coordination, and
macro-management of private education, and the officials consulted have the appropriate authority to give
such confirmations on the basis that they have authoritative understanding of the PRC laws and regulations
with respect to the approval process of the change of school sponsors of independent colleges.

As of the Latest Practicable Date, the aforementioned application had yet to be approved. We will keep
our Shareholders and investors updated by way of announcements, interim reports and/or annual reports,
as appropriate. Based on our understanding of the process involved and communication with the relevant
government authorities (including the consultations mentioned above), we do not expect any material
impediment to completing these administrative procedures. We understand that there is no general
timeframe for MOE to approve a change of school sponsor for an independent college. As noted in the
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consultations above, the MOE approval processing time is in part subject to how many schools in the
relevant province are applying for the change of school sponsor concurrently, as the provincial department
of education will need to process and collate application materials from such other schools before
submitting to the MOE for consideration and approval, which has no definite timeframe.

Our cooperation agreement with Yangtze University (£7LK%) did not specify any “long-stop date” or
any other compensation mechanisms in the event that the change of school sponsor to Hubei College is
not approved by the MOE. If such application is not approved, or our Directors have reasonably concluded
that it is no longer commercially realistic to expect such approval be granted, we may enter into settlement
negotiations with Yangtze University (;R{LK%E), similar to what we had done with Tianjin Medical
University (KB A KEL) and Tianjin Normal University (K ffi#i K £2), with a view to terminating the
cooperation and agreeing on suitable compensation arrangements in view of the resources we had
committed during the cooperation. As advised by our PRC Legal Adviser, we also have general remedies
under PRC laws to cancel the contract and request the parties to reinstate their respective pre-contract
position on the basis that the main objectives of the cooperation agreement are no longer capable of being
realised as envisaged and that the MOE not granting approval constitutes a force majeure event.

The sponsor capital of Hubei College

As of the Latest Practicable Date, we were not able to definitively determine whether the sponsor capital
(BAMF&E %) of Hubei College in the amount of RMB115,650,000 had been fully paid up as Yangtze
University ({271 K£2) has been unable to furnish us with the relevant supporting evidence. In connection
with the foregoing, we attempted to identify the relevant documentation, such as the capital verification
reports, from the archives of Hubei College, but were unable to identify any. We were also given to
understand that due to various changes in management and responsible officers and staff departures in
Hubei College and Yangtze University ({271 K%£) in the past, their archives have not been properly
maintained. Furthermore, the Hubei Provincial Department of Education (I#19L#& Z(F &) does not provide
filing retrieval services that would otherwise enable us to inspect the filed records of Hubei College to
assess whether the sponsor capital has been paid up.

Our Directors have reviewed the relevant documentation and records and considered the circumstances as
a whole, and have concluded that it is likely that the sponsor capital of Hubei College has not been paid
up by the existing school sponsors. As advised by our PRC Legal Adviser, sponsor capital is required to
be paid up prior to the formal establishment of a school and if the sponsor capital of Hubei College had
not been paid up, the existing school sponsors would have been in breach of their obligation under PRC
laws and regulations to duly pay up the sponsor capital prior to the formal establishment of Hubei College,
in which case the existing school sponsors may be required by the relevant authorities to pay up the unpaid
sponsor capital and/or assume the portion of the liabilities that Hubei College is unable to discharge. As
advised by our PRC Legal Adviser, Hubei College would not be in breach of any laws and regulations in
the PRC in the case where the existing school sponsors had failed to duly pay up the sponsor capital.

In the event that the sponsor capital of Hubei College has not been fully paid up when we become a school
sponsor of Hubei College in the future, our PRC Legal Adviser advises that there is a risk that we will be
jointly liable with the original school sponsor of Hubei College to pay up the unpaid sponsor capital and/or
assume the portion of the liabilities that Hubei College is unable to discharge to the extent of the amount
of unpaid sponsor capital. On the basis of the foregoing, we engaged in negotiations with Yangtze
University (R{LK%) with a view to minimizing the legal risk that we are exposed to, and Yangtze
University (:27LK%E:) has committed in writing that it would be responsible for the obligations and
liabilities of the existing school sponsors towards Hubei College prior to the entering into of the
cooperation agreement with the School Sponsor, and such obligations and liabilities would not be relevant
to the School Sponsor. As advised by our PRC Legal Adviser, such written commitment of Yangtze
University (}271L.K#£) is legal and valid. Our Directors consider that such commitment in writing from a
reputable public education institution is adequate to protect us from the relevant legal risks.
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Potential Implications of the MOJ Draft for Comments

The MOIJ Draft for Comments may have certain implications on our acquisition of Hubei College and the
registration of Hubei College as a for-profit private school or a non-profit private school. For more
information, including the possible scenarios in relation to our acquisition of Hubei College, see “Business
— Potential Implications of the 2016 Decision and the MOJ Draft for Comments — The MOJ Draft for
Comments — Implications on Hubei College”. See also “Risk Factors — Risks Relating to Our Business
and Our Industry — Hubei College is required to satisfy certain requirements under the current form of
the MOJ Draft for Comments if it chooses to register as a non-profit private school, which may subject
Hubei College to operational risks” and “Risk Factors — Risks Relating to Our Business and Our Industry
— We may not be able to register Hubei College as a for-profit private school or complete relevant
procedures or obtain the government registrations under the current form of the MOJ Draft for
Comments”.

CORPORATE REORGANISATION

In preparation for the Listing, we implemented the reorganisation (the “Reorganisation”) as set forth
below:

1. Incorporation of offshore companies
Our Company

Our Company (namely, China Chunlai Education Group Co., Ltd. (" EIFH K £ E 4 B A R /A 7)) will be
the listing vehicle for the Listing.

Our Company was incorporated as an exempted company with limited liability in the Cayman Islands on
15 November 2017 with an authorised share capital of HK$500,000 divided into 50,000,000,000 shares
with par value of HK$0.00001. On the same date, one share of our Company was issued and allotted to
the incorporator at par value and Chunlai Investment acquired such share from the incorporator at par
value.

With a view to achieving an appropriate share capital structure to implement the Global Offering, on 12
February 2018, 899,999,999 of our Shares were issued and allotted to Chunlai Investment for a
consideration of HK$0.00001 per Share. After such issuance and allotment, our issued share capital
became 900,000,000 Shares with a par value of HK$0.00001 that is wholly-owned by Chunlai Investment.

Chunlai (BVI)

Chunlai (BVI) (namely, China Chunlai Education (BVI) Limited ("W BB T CLIBAER = BES) A RA
F])) is expected to function primarily as an investment holding company.

Chunlai (BVI) was incorporated as a company with limited liability in the BVI on 28 November 2017 with
an authorised share capital of US$50,000 divided into 50,000 shares with par value of US$1.00. On the
same date, one share of Chunlai (BVI) was issued and allotted to our Company at par value.

Chunlai (Hong Kong)

In addition to being an investment holding company, Chunlai (Hong Kong) (namely, China Chunlai
Education (Hong Kong) Limited ("FEIERZE (F#) A RAF])) is expected to function as a hub for
conducting our overseas cooperation and expansion (See also “Contractual Arrangements — PRC Laws and
Regulations Relating to Foreign Ownership in the Higher Education Industry — Plan to comply with the
Qualification Requirement”).

Chunlai (Hong Kong) was incorporated as a company with limited liability in Hong Kong on 19 December
2017 with an issued share capital of HK$1 that was subscribed by Chunlai (BVI).
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2. Reorganisation with respect to our consolidated affiliated entities

In 2017 and 2018, we undertook the following reorganisation with respect to our consolidated affiliated
entities in the PRC. The following chart illustrates the structure of our consolidated affiliated entities in
the PRC prior to such reorganisation:

Mr. Hou Ms. Jiang Chairman Hou

70% 10%" 20%"

A 4 A 4 y

School Sponsor

(PRC)
4 100% 1 100%
Shangqiu Anyang
University University
(PRC) (PRC)

(@)

Shangqiu
University
Kaifeng Campus

Notes:

(1) When Mr. Hou became a sponsor of the School Sponsor in September 2012, Mr. Hou, Chairman Hou and Ms. Jiang agreed
that Mr. Hou would effectively own the sponsor interests of the School Sponsor held by Chairman Hou and Ms. Jiang. Since
then, each of Chairman Hou and Ms. Jiang has held his/her sponsor interests in the School Sponsor on behalf of Mr. Hou.
Each of Mr. Hou, Chairman Hou and Ms. Jiang has confirmed such arrangement in writing in April 2018.

(2) Shanggiu University Kaifeng Campus (namely, Shangqiu University Applied Science and Technology College (& 2% 5 ffE
FABHEELEL)) is a branch college (/B :Pt) of Shangqgiu University and is not a separate legal entity under PRC laws.

Establishment of the PRC Holdco

The PRC Holdco was established in 1 August 2017 primarily for the purpose of implementing the
Contractual Arrangements as described above (see also “Contractual Arrangements”). The PRC Holdco
has a registered capital of RMB30,000,000 and is wholly-owned by Mr. Hou.

Change of sponsor interest in the School Sponsor

For the purpose of controlling the sponsor interests in the School Sponsor held by Mr. Hou, Chairman Hou
and Ms. Jiang pursuant to the powers of attorney as part of the Contractual Arrangements (see
“Contractual Arrangements — Operation of the Contractual Arrangements — Powers of Attorney” for further
details), in October 2017, the PRC Holdco injected RMB1,140,000 in cash into the registered capital of
the School Sponsor. After such injection, the registered capital of the School Sponsor was increased to
RMB113,740,000 that is held as to 69.3% by Mr. Hou, as to 19.8% by Chairman Hou (founder of our
Group, father of Mr. Hou and spouse of Ms. Jiang), as to 9.9% by Ms. Jiang and as to 1.0% by the PRC
Holdco.
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The following chart illustrates the structure of our consolidated affiliated entities in the PRC after the
reorganisation set out above:
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(1) When Mr. Hou became a sponsor of the School Sponsor in September 2012, Mr. Hou, Chairman Hou and Ms. Jiang agreed
that Mr. Hou would effectively own the sponsor interests of the School Sponsor held by Chairman Hou and Ms. Jiang. Since
then, each of Chairman Hou and Ms. Jiang has held his/her sponsor interests in the School Sponsor on behalf of Mr. Hou.
Each of Mr. Hou, Chairman Hou and Ms. Jiang has confirmed such arrangement in writing in April 2018.

(2) Shanggiu University Kaifeng Campus (namely, Shangqiu University Applied Science and Technology College (i 2% I
MFHLELBE)) is a branch college (FJ&E:BE) of Shangqiu University and is not a separate legal entity under PRC laws.

3. Establishment of WFOE

WFOE is expected to serve as our main control hub over our consolidated affiliated entities pursuant to
the Contractual Arrangements.

WFOE was established on 19 January 2018 as a wholly-foreign owned enterprise in the PRC with a
registered capital of US$1 million and is wholly-owned by Chunlai (Hong Kong).

4. The Contractual Arrangements

On 22 February 2018, WFOE and other parties entered into various agreements constituting the
Contractual Arrangements, pursuant to which all economic benefits arising from the businesses of our
consolidated affiliated entities are transferred to WFOE to the extent permitted under PRC laws and
regulations by means of the service fees payable to WFOE. See the section headed “Contractual
Arrangements”.
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CORPORATE STRUCTURE
Corporate structure after the Reorganisation and before the Global Offering

The following chart illustrates the shareholding and ownership structure of our Group immediately
following the Reorganisation and prior to the completion of the Global Offering:
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(1) When Mr. Hou became a sponsor of the School Sponsor in September 2012, Mr. Hou, Chairman Hou and Ms. Jiang agreed
that Mr. Hou would effectively own the sponsor interests of the School Sponsor held by Chairman Hou and Ms. Jiang. Since
then, each of Chairman Hou and Ms. Jiang has held his/her sponsor interests in the School Sponsor on behalf of Mr. Hou.
Each of Mr. Hou, Chairman Hou and Ms. Jiang has confirmed such arrangement in writing in April 2018.

(2) The acquisition of Hubei College is yet to complete pending the School Sponsor becoming a school sponsor of Hubei College
and the execution of the relevant contractual arrangements to obtain effective control over Hubei College (see “— Acquisition
of Hubei College”). Upon the School Sponsor becoming a school sponsor of Hubei College and the execution of the relevant
contractual arrangements, Hubei College will become one of our consolidated affiliated entities.

(3)  Shanggiu University Kaifeng Campus (namely, Shangqiu University Applied Science and Technology College (i 5% 5 It
FBHEZELEL)) is a branch college (FEE:PE) of Shangqgiu University and is not a separate legal entity under PRC laws.
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Corporate structure immediately following the completion of the Global Offering

The following chart illustrates the shareholding and ownership structure of our Group immediately
following the completion of the Global Offering, assuming the Over-allotment Option is not exercised and
without taking into account any Shares that may be issued upon the exercise of any options granted under

the Pre-IPO Share Option Scheme and any grants under the Share Award Scheme:
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When Mr. Hou became a sponsor of the School Sponsor in September 2012, Mr. Hou, Chairman Hou and Ms. Jiang agreed
that Mr. Hou would effectively own the sponsor interests of the School Sponsor held by Chairman Hou and Ms. Jiang. Since
then, each of Chairman Hou and Ms. Jiang has held his/her sponsor interests in the School Sponsor on behalf of Mr. Hou.
Each of Mr. Hou, Chairman Hou and Ms. Jiang has confirmed such arrangement in writing in April 2018.

The acquisition of Hubei College is yet to complete pending the School Sponsor becoming a school sponsor of Hubei College
and the execution of the relevant contractual arrangements to obtain effective control over Hubei College (see “— Acquisition
of Hubei College”). Upon the School Sponsor becoming a school sponsor of Hubei College and the execution of the relevant
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contractual arrangements, Hubei College will become one of our consolidated affiliated entities.

Shanggiu University Kaifeng Campus (namely, Shangqiu University Applied Science and Technology College (P 2% ffE

MFHLELBE) is a branch college (T J&£:EE) of Shangqiu University and is not a separate legal entity under PRC laws.




HISTORY, REORGANISATION AND CORPORATE STRUCTURE

SAFE REGISTRATION AND PRC LEGAL COMPLIANCE

Pursuant to the Circular of the SAFE on Foreign Exchange Administration of Overseas Investment,
Financing and Round-trip Investments Conducted by Domestic Residents through Special Purpose
Vehicles (B A i BB AR IR H 1922 R 541l E BOR R SOE A P B R R R, “Circular
37”), promulgated by SAFE and which became effective on 4 July 2014, (a) a PRC resident must register
with the local SAFE branch before he or she contributes assets or equity interests to an overseas special
purpose vehicle (the “Overseas SPV”) that is directly established or indirectly controlled by the PRC
resident for the purpose of conducting investment or financing, and (b) following the initial registration,
the PRC resident is also required to register with the local SAFE branch for any major change, in respect
of the Overseas SPV, including, among other things, a change of Overseas SPV’s PRC resident
shareholder(s), the name of the Overseas SPV, terms of operation, or any increase or reduction of the
Overseas SPV’s capital, share transfer or swap, and merger or division. Pursuant to Circular 37, failure to
comply with these registration procedures may result in penalties.

Pursuant to the Circular of the SAFE on Further Simplification and Improvement in Foreign Exchange
Administration on Direct Investment (BRME— LM PGHE B #% & /NEE B BURRY A, “Circular
13”), promulgated by SAFE and which became effective on 1 June 2015, the power to accept SAFE
registration was delegated from local SAFE to local banks where the assets or interests in the domestic
entity are located.

As advised by our PRC Legal Adviser, Mr. Hou completed the registration under Circular 13 and Circular
37 in December 2017.

Our PRC Legal Adviser has confirmed that, all requisite approvals, permits and licences from the relevant
PRC government authorities in relation to the Reorganisation have been obtained, and the Reorganisation
has complied with all applicable PRC laws and regulations in all material respects.
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OVERVIEW

We are a leading provider of private higher education in China. We ranked first in Central China and fourth
nationwide among providers of private higher education as measured by total student enrolment in the
2017/2018 school year, according to Frost & Sullivan. Since our inception in 2004, we have grown to
operate three colleges in Henan Province. Our total student enrolment increased from 29,673 for the
2014/2015 school year to 45,210 for the 2017/2018 school year. We provide rigorous and practical
curricula to help our students achieve success after graduation. During the Track Record Period, the
average initial employment rate of our schools’ higher education programmes was substantially above the
overall average for higher education in China, according to Frost & Sullivan.

We believe that we have strong potential to further grow our business. Central China is a densely
populated and fast-developing region. In particular, Henan Province had the largest registered population
and generated the fifth largest GDP among all provinces in China in 2017, according to Frost & Sullivan.
To capture these growth opportunities, each of our current colleges in Henan Province has acquired or is
in the process of acquiring additional land and other resources to further expand its student enrolment.

Furthermore, we expect to complete our acquisition of Hubei College, pending the MOE approving the
School Sponsor becoming a school sponsor of Hubei College and the registration with the provincial civil
affairs authorities (see “History, Reorganisation and Corporate Structure — Acquisition of Hubei College”).
Based on our understanding of the process involved and communication with the relevant government
authority, we do not expect any material impediment to completing these administrative procedures. Upon
completion of these procedures, we expect to acquire effective control of Hubei College through
contractual arrangements and consolidate its results of operations into those of our Group. For the
2017/2018 school year, Hubei College had a student enrolment of 7,789.

Our employment-oriented curricula are focused on equipping our students with practicable skills that meet
the demand of economic development in China. The effectiveness of our practical curricula and training
programmes is reflected in our high graduate employment rates. For the 2014/2015, 2015/2016 and
2016/2017 school years, the average initial employment rate of our higher education programmes was
96.1%, 96.4% and 94.1%, respectively, substantially above the overall average for higher education in
China, which was between 77.4% and 78.4% from 2013 through 2017, according to Frost & Sullivan.

We experienced significant growth in our revenue and profit during the Track Record Period. Our revenue
increased from RMB336.3 million for the year ended 31 August 2015 to RMB378.6 million for the year
ended 31 August 2016, and further to RMB460.9 million for the year ended 31 August 2017. We had a loss
of RMB62.8 million for the year ended 31 August 2015, and a profit of RMB109.8 million for the year
ended 31 August 2016, which increased to RMB151.6 million for the year ended 31 August 2017. Our
adjusted net profit increased from RMB76.1 million for the year ended 31 August 2015 to RMBS88.2
million for the year ended 31 August 2016, and further to RMB154.7 million for the year ended 31 August
2017. For the six months ended 28 February 2018, our revenue was RMB243.8 million, our profit was
RMB58.9 million, and our adjusted net profit was RMB70.5 million. See the section headed “Financial
Information — Non-IFRS Measure” in this document for further information on our adjusted net profit.
For the year ended 31 August 2017 and the six months ended 28 February 2018, Hubei College recorded
revenue of RMB95.4 million and RMB49.9 million, respectively, and a profit of RMB27.5 million and
RMB10.4 million, respectively.
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OUR COMPETITIVE STRENGTHS

We believe the following are our principal strengths that contribute to our success and differentiate us from
our competitors:

We are a leading provider of private higher education in China with strong growth potential.

We are a leading provider of private higher education in China. We ranked first in Central China and fourth
nationwide as measured by total student enrolment in the 2017/2018 school year, according to Frost &
Sullivan. Since our inception in 2004, we have grown to operate three colleges in Henan Province. Our
total student enrolment increased from 29,673 for the 2014/2015 school year to 45,210 for the 2017/2018
school year. We provide rigorous and practical curricula to help our students achieve success after
graduation. During the Track Record Period, the average initial employment rate of our schools’ higher
education programmes was substantially above the overall average for higher education in China,
according to Frost & Sullivan.

We believe that we have strong potential to further grow our business. Central China is a densely
populated and fast-developing region, with each of its constituent provinces being among China’s top ten
provinces both in terms of population and in terms of GDP in 2017, according to Frost & Sullivan. In
particular, Henan Province had the largest registered population and generated the fifth largest GDP among
all provinces in China in 2017, according to Frost & Sullivan. Each of our colleges has acquired or is in
the process of acquiring additional land and other resources to support the further expansion of its student
enrolment:

. Shangqiu University encompasses approximately 884,000 sq.m., of which approximately 133,000
sq.m. are currently vacant and reserved for building new student dormitories and teaching facilities.
Utilisation of this land is expected to increase Shangqiu University’s capacity by approximately
4,500 to approximately 26,000 students. We are in the process of acquiring new land use right to
expand the campus by approximately 100,000 sq.m, which is expected to be primarily used for
constructing staff dormitories and various teaching facilities and improving the landscape and
environment of the campus;

. we are in the process of acquiring new land use right to expand Anyang University’s campus by
approximately 400,000 sq.m., which is expected to increase Anyang University’s capacity by
approximately 7,500 to approximately 28,000 students. In the short run, our enrolment has grown
and will continue to grow by approximately 1,250 on average annually from the 2016/2017 school
year through the 2019/2020 school year directly as a result of the termination of our cooperation with
Anyang Normal University, as Anyang University had historically allocated a portion of its
admission quota to a campus managed by Anyang Normal University before such termination; and

. since Shangqiu University Kaifeng Campus started operations in 2013, its enrolment quickly grew
to 6,437 for the 2017/2018 school year. We are in the process of acquiring additional land use right
to expand the campus by approximately 200,000 sq.m. We are also continuously constructing new
buildings and facilities at the Kaifeng campus, and plan to expand the capacity of this campus to
approximately 12,000 students over the next several years.

Furthermore, we expect to complete our acquisition of Hubei College, pending the MOE approving the
School Sponsor becoming a school sponsor of Hubei College and the registration with the provincial civil
affairs authorities (see “History, Reorganisation and Corporate Structure — Acquisition of Hubei College”).
Based on our understanding of the process involved and communication with the relevant government
authority, we do not expect any substantial legal impediment to completing these administrative
procedures. Upon completion of these procedures, we expect to acquire effective control of Hubei College
through contractual arrangements and consolidate its results of operations into those of our Group. For the
2017/2018 school year, Hubei College had a student enrolment of 7,789. For the year ended 31 August
2017 and the six months ended 28 February 2018, Hubei College recorded revenue of RMB95.4 million
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and RMB49.9 million, respectively, and a profit of RMB27.5 million and RMB10.4 million, respectively.
Hubei College plans to build a new campus in Jingzhou encompassing approximately 660,000 sq.m.,
substantially larger than its current main campus, which will be replaced. Hubei College has entered into
a definitive agreement to acquire the land use right for its planned new campus. Upon completing the
construction of the new campus, Hubei College is expected to have a capacity of approximately 12,000
students.

Our quality and reputation provide a solid foundation for our business growth.

We believe that our business growth mainly depends on our ability to continuously attract students to our
colleges, which in turn hinges upon the quality and reputation of our colleges as well as the brand
recognition of our Group. Shangqiu University and Anyang University have both received numerous
awards. For example, Anyang University was recognised as a 2015 Outstanding Private School by the
Education Department of Henan Province, and Shangqiu University was recognised as a 2016 Model
School of Henan Province by the Higher Education Committee of the Henan Provincial Committee of the
Communist Party of China and the Education Department of Henan Province. We have also established
Chunlai Institute at Shangqiu University, an honours programme that aims to promote comprehensive and
individualised education of its select students. Hubei College, which we expect to acquire in the near
future, is an independent college offering comprehensive disciplines and renowned for its petroleum-
related programmes.

For the 2017/2018 school year, the overall yield of our three colleges, as defined by the number of students
who enrolled in a programme divided by the number of students who were admitted in that programme,
was 91.2% for our bachelor’s degree programmes. We believe that we were able to achieve such a high
yield on account of the quality and reputation of our bachelor’s degree programmes. During the Track
Record Period, Shangqiu University and Anyang University consistently had strong demands for their
bachelor’s degree and junior college diploma programmes. The college we established more recently,
Shangqiu University Kaifeng Campus, experienced significant growth in student demand during the Track
Record Period. Our ability to attract and retain students provide us with a solid foundation for future
enrolments, revenue and cash flows, which will help us achieve further expansion and growth.

Our practical curricula and training programmes help our students achieve high employment rates.

Our employment-oriented curricula focus on equipping our students with practical skills that meet the
demand of economic development in China. Since our inception, we have emphasised on practical
training, aiming to increase the competitiveness of our graduates in the job market and smooth their
transition from students to employees. We encourage our students to seek internships, and we have
established collaborative relationships with over 200 enterprises to provide our students with ample
internship and training opportunities. For example, our colleges have established cooperative relationships
with many well-known companies, including Tarena Technologies Inc. and Zoomlion Kaifeng Industrial
Park. We have designed a series of training courses customised for specific enterprises to meet their
personnel needs, and these enterprises in turn provide our students with venues for studies and internships.
We also invite technical experts from enterprises to teach classes at our colleges, and send our teaching
staff to attend training programmes at enterprises.

In response to market trends, we continually expand and update our majors and courses to better prepare
our students for future employment. For example, with the recent relaxation of the one-child policy in
China, we anticipated growing job openings for kindergarten teachers and other related positions. In
response, Shangqiu University added a pre-school education major in 2014, which quickly became popular
among its students. In 2017, the first graduating class of Shangqiu University’s pre-school education major
had an initial employment rate of 96.2%. On a more local level, Anyang has in recent years emerged as
a major aero sports hub in China, and the city’s aeronautical industry is experiencing significant growth.
To capitalise on the growing demand for aeronautical talents, Anyang University established its School of
Aeronautical Engineering in 2014, and has continued to increase its focus on aeronautical engineering
programmes in recent years.
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The effectiveness of our practical curricula and training programmes is reflected in our high graduate
employment rates. For the 2014/2015, 2015/2016 and 2016/2017 school years, the average initial
employment rate of our higher education programmes was 96.1%, 96.4% and 94.1%, respectively,
substantially above the overall average for higher education in China, which was between 77.4% and
78.4% from 2013 through 2017, according to Frost & Sullivan.

Our centralised and effective management allows us to replicate our success in new markets.

We have adopted modern enterprise management systems to efficiently manage our colleges. We started
from operating one college in cooperation with a public university, and have grown to operate three
colleges independently in three different cities today. We endeavour to expand into new provinces and,
leveraging our experience in successfully acquiring independent colleges and converting them to private
universities, we expect to complete our acquisition of Hubei College in the near future. In light of our
rapid expansion, we believe our commitment to centralised and standardised management is even more
essential to the success of our business.

The core aspects of our colleges’ operations, such as finance, marketing, human resources, procurement,
assets, outsourcing services and student enrolments, are managed centrally by our Group. Each of our
colleges is managed on a day-to-day basis by a principal assisted by several vice principals. The principal
of each college reports to the college’s executive council on the affairs of the college, and the executive
council of each college provides regular updates to our Board. We have also fostered a corporate
philosophy of collaboration, accountability and efficiency and created a family-like business culture and
a sense of connection and belonging within our Group, which has helped us manage our teacher turnover
rate during the Track Record Period. Our core ethos is also instilled in newly recruited teachers and other
staff by a dedicated group of experienced teachers and administrative staff. In preparation for potential
future school acquisitions, we strategically build up our administrative and teaching reserves. For
example, we appoint multiple associate heads in various administrative and teaching departments to
increase the number of employees with administrative and teaching experience. Should we acquire any
new school in the future, we may assign certain experienced employees to the new school to help us
integrate it into our Group expediently. We believe our centralised management and unique corporate
culture help us efficiently allocate resources among our colleges, keep a focused vision at all levels of our
Group, smoothly execute our business strategies, enhance our operating efficiency and ensure a consistent
education quality throughout our school network.

With our extensive experience accumulated in the past 13 years, we have improved our operational
efficiency as we gradually expanded our educational network. As our revenue increased from RMB336.3
million for the year ended 31 August 2015 to RMB460.9 million for the year ended 31 August 2017, our
gross profit margin increased from 62.0% to 63.1%, and our adjusted net profit margin increased from
22.6% to 33.6% during the same period. See the section headed “Financial Information — Non-IFRS
Measure” in this document for further information on our adjusted net profit.

Our experienced management team embodies our corporate culture and has a long and proven track
record in the private education industry in China.

We believe our management team was among the earliest to enter the PRC private education industry with
a modern enterprise management mind set and skills. Our founder, Chairman Hou, established our first
college in Shangqiu through the School Sponsor, and has since led the steady expansion of our school
network. Chairman Hou has extensive knowledge and experience in managing private universities and a
deep understanding of the PRC private education industry. Our executive Director and chief executive
officer, Mr. Hou, joined our Group in 2012 and was designated by Chairman Hou and Ms. Jiang as the
representative of the Hou’s family and the executive successor of our Group as part of a long-term
leadership continuity plan. Since then, Mr. Hou has been purposely groomed, empowered and positioned
to gradually take up the executive leadership role in our Group under the guidance from Chairman Hou,
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Ms. Jiang and other senior management members. In early years, Mr. Hou worked in different areas of
school management, and gained valuable first-hand leadership experience. He was in charge of, among
others, human resources, finance and student affairs while serving as the associate dean of Shangqiu
University since August 2012, and was later in charge of, among others, student admissions and enrolment,
human resources and finance while serving as the associate dean of Anyang University since February
2013. Mr. Hou’s role as the associate dean of Shangqiu University and Anyang University was primarily
execution and management in nature and was fundamental to our school operations. As an associate dean,
Mr. Hou also had to participate in making important and high-level decisions for the future development
of the schools. Mr. Hou has the personal attributes to excel in his role in a relatively short period of time
under the guidance from Chairman Hou, Ms. Jiang and other senior management members. As a practical
matter, his ability to perform these executive and management functions did not depend on his academic
qualifications. Mr. Hou’s role as the associate dean Shangqiu University and Anyang University enabled
him to participate in important and high-level executive and management decisions of our schools, the
experience of which in turn prepared him to assume a key leadership role in our Group going forward. In
addition, Mr. Hou was able to acquire in-depth understanding of the policies and landscape of private
education in China and formulate his perspectives on the development trend of the education industry. Mr.
Hou became a senior management member of our Group in 2014. Under his leadership, we have since then
successfully established Shangqiu University Kaifeng Campus and converted Anyang University to a
Private HEI, which further expanded our operation and influence in the higher education industry in the
PRC. Mr. Hou has also led our efforts to acquire the sponsorship interest in Hubei College. The acquisition
is expected to be completed in the near future pending the final approval by the MOE. Despite Mr. Hou
has only served our Group (and in the education industry) for about six years, Mr. Hou has fully devoted
himself to the business of our Group and was able to adapt to our business culture and the education
industry in a relatively short timeframe. As Mr. Hou is not primarily responsible for the academic aspects
of our school operations, his academic qualifications do not have significant relevance to his leadership
role in our Group. His overseas education of studying an undergraduate course in the University of Sussex
from October 2008 to June 2012 has broadened his horizon and perspectives and enabled him to generate
new ideas to the management team. In particular, Mr. Hou was able to demonstrate his significance to our
Group by gaining the trust and confidence of our stakeholders, both internally and externally, who
recognise Mr. Hou as a key executive and leader of our Group. During the Track Record Period, our Group
had achieved significant growth in, among other things, industry reputation, revenue and student
enrolment, under the executive leadership of Mr. Hou. Our Directors recognise the invaluable contribution
of Mr. Hou and are confident that Mr. Hou is competent and capable of serving as our chief executive
officer and leading the development of our business going forward.

In addition to Chairman Hou and Mr. Hou, we have a stable and experienced senior management team,
the members of which have served us for more than 10 years on average. For example, our general
manager, Mr. Yang Xinzhong, has served us for over 12 years and is primarily responsible for our external
relations and coordinating processes and operations across our organisation. Our chief financial officer,
Mr. Zhao Zhen, has served us for over ten years and is primarily responsible for overseeing the financial
operations of our Group. The principals and vice principals of our colleges all have extensive experience
in higher education. Most of the senior management members at each college joined us at the beginning
of their careers as junior teachers and staff and have been promoted internally to management level
through our review and promotion system. We believe our management team has internalised our corporate
culture and is a strong impetus for our continued business growth.
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OUR BUSINESS STRATEGIES

We aim to consolidate our leading position in China’s private higher education market and further enhance
our national reputation. To achieve this goal, we plan to execute the following business strategies:

Grow our student enrolment by expanding and improving school infrastructure

We believe that high-quality educational resources and school infrastructure is crucial for our continued
success. We intend to increase our investments in new construction projects to build academic, office and
living facilities that can meet the needs of our colleges in the years to come.

. We plan to further improve the infrastructure of Shangqiu University by building a new library, a
stadium, laboratories and other teaching facilities, staff dormitories and student dormitories to
increase its capacity to approximately 26,000 students and improve the landscape and environment
of Shangqiu University.

. We plan to expand Anyang University’s campus by approximately 400,000 sq.m. to increase its
capacity to approximately 28,000 students. We have paid a deposit for the acquisition of the new land
use right. We plan to build student dormitories, classrooms and other teaching facilities mainly for
the use of Anyang University’s aeronautical programmes and certain new programmes that may be
established in the future.

. We plan to further expand Shangqiu University Kaifeng Campus. In particular, we are in the process
of acquiring additional land use right to expand the campus by approximately 200,000 sq.m., and we
plan to build a library, sport facilities and other teaching facilities and additional student dormitories
to increase its capacity to approximately 12,000 students over the next several years.

. We plan to build a new campus encompassing approximately 660,000 sq.m. for Hubei College,
which we expect to acquire subject to certain administrative procedures. Hubei College has entered
into a definitive agreement to acquire the land use right for its planned new campus in Jingzhou.
Hubei College plans to build a full range of teaching and living facilities at the new campus in two
phases, with a total capacity of approximately 12,000 students. The new campus is expected to start
operations within two years.

Further improve our education quality and strengthen our reputation

We believe that our education quality is the lifeline of our business. Our core mission is to educate
well-rounded students that meet the needs of economic development in China. We plan to continue to
focus on applied sciences and build a number of flagship disciplines, including engineering, management,
agricultural science, humanities and social sciences. We intend to deepen our collaboration with employers
to provide better practical training to our students and further improve their employment prospects. We
aim to enhance our reputation among large and well-known enterprises.

We also plan to purchase modern equipment that enables our students to improve their practical skills more
effectively. For instance, Shangqiu University plans to purchase soil nutrient analysis equipment and
automatic weather stations for its landscape programme; Anyang University plans to purchase electric
gliders and other electronic equipment for its aeronautical engineering programme; and Shangqiu
University Kaifeng Campus plans to purchase equipment and software for its logistics simulation
laboratory. With these purchases, we aim to further improve our students’ practical skills in the relevant
fields.

Furthermore, we intend to strengthen our academic programmes, make significant investments in scientific
research, and provide our students with an education that focuses on excellence and innovation. We plan
to cooperate with public universities to offer master’s degree programmes. For instance, Anyang
University plans to develop long-term collaborative relationships with Henan Normal University on
scientific research. Hubei College plans to collaborate with Yangtze University on building laboratories
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and conducting scientific research. We also plan to continue to develop Chunlai Institute at Shangqiu
University and establish similar institutes in our other schools. We believe that with its emphasis on both
comprehensive and personalised education, Chunlai Institute can help our top students realise their
potential and achieve success during and after university, which in turn will further enhance the reputation
of our colleges.

Expand our market coverage and market share

To increase our economies of scale and become a large-scale higher education group in the PRC, we intend
to accelerate our expansion by acquiring and establishing additional schools. As of the Latest Practicable
Date, we had yet to identify any specific acquisition targets.

Our expansion strategy will initially focus on target schools, particularly high-quality independent
colleges, offering bachelor’s degree programmes that are in social and economic demand. In terms of
geographic locations, we intend to prioritise the identification of suitable target schools in provincial
capitals and other cities with large school-age populations, thriving economies and geographic advantages,
such as Shandong, Jiangsu, Hebei, Yunnan, Hubei, Shaanxi and Henan. We anticipate suitable target
schools will have student enrolments of at least 8,000, revenue of at least RMB100 million, net profit of
at least 20% and fair market valuation ranging from RMB100 million to RMB500 million. They should
also have good compliance records and reputation in the relevant local market, or even nationwide. Before
making any acquisition decision, we will carry out feasibility studies and comprehensively assess, among
other things, (i) whether the government policies are conducive to our acquisition and future operations
of the target school; (ii) the operating conditions and long term development potential of the target school;
(ii1) the integration and potential synergies that the target school may generate for our Group; and (iv)
whether our intention and objectives align with that of the existing school sponsor(s).

We may acquire target schools out-right (particularly for private education institutions) or through
collaboration with other universities (particularly for independent colleges). We target to initially focus on
acquisitions through collaboration. Although such mode of acquisition may involve a longer timeline of
two to three years, we believe that it enables us to acquire familiarity of the target schools during the
collaboration stage and, more importantly, implement gradual changes to minimise disruption to the target
schools and integration risk. We believe that prestigious public universities in China will be receptive to
collaborate with us, especially if we are able to demonstrate our track record performance. Leveraging the
influence and resources of such public universities, we will be able to operate high-quality independent
colleges and eventually convert them into our private universities, as and when appropriate.

We expect to use a portion of the proceeds from the Global Offering (see also “Future Plans and Use of
Proceeds — Use of Proceeds”), operating cash flow and/or external borrowings to fund our expansion
plan.

According to our current understanding and interpretation of the MOJ Draft for Comments, if the MOJ
Draft for Comments is adopted in its current form, it may have the following implications on our
expansion strategy:

(i) we may acquire schools that are permitted to be registered, and have not been registered, as
for-profit-private schools or non-profit private schools. When required to do so, we will register such
acquired schools as for-profit private schools;

(i1) we may enter into cooperation with public universities with respect to independent colleges that have
not been registered as for-profit private schools or non-profit private schools. However, if such
independent colleges are required to register as for-profit private schools or non-private schools prior
to our acquisition, in order for our acquisition to continue, such colleges shall cease collaboration
with the public universities subject to MOE approved and register as for-profit private schools. Such
colleges may no longer be able to use the names of the public universities;
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(iii) we may acquire schools that have been registered as for-profit private schools. The consideration
payable for such acquisition is expected to take into account the additional costs that may be
involved in the for-profit private school registration process; and

(iv) we may not be able to acquire any schools that have already been registered as non-profit private
schools.

We currently do not consider that the implications above would have any material impact on our expansion
strategy, except that the number of target schools available for our acquisition may be reduced by those
that will be registered as a non-profit private school in the future. In particular, with respect to the
acquisition of independent colleges mentioned in (ii) above, we do not consider that the cessation of
collaboration with public universities and the use of public universities’ name by the target schools would
have any significant impact on their attractiveness in general, because we would target independent
colleges with industry reputation, ranking and operation scale that have been solidly established and are
capable of independent operations, thus the cessation of collaboration and change of name would not
generally result in substantive changes to the school operations and material negative impact on industry
reputation. We consider that students in general take into account the track record and ranking of schools
(that is reflective of, among other things, the school’s admission benchmark and graduates’ employment
prospects) to be among the key factors in deciding on which schools to apply for, as opposed to focusing
only on collaboration with public universities. Even if some students prefer to apply to schools in
collaboration with public universities, as we target schools in provincial capitals and other cities with large
school-age populations, the demand for higher education in such locations generally exceeds the limited
supply, thus we expect there will be sufficient student enrolment for schools that are not in collaboration
with public universities. With a view to minimising the impact of terminating cooperation with public
universities and change of name, in identifying suitable independent colleges to acquire, we will
particularly focus on those that are able to operate with a large degree of autonomy and independence and
whose competitive edge does not heavily rely on collaboration with public universities. Furthermore, in
our prior experience with Shangqiu University and Anyang University, their school operations, in
particular student enrolment, did not experience any material adverse impact on account of termination of
collaboration with public universities and change of name. During the Track Record Period, each of our
Shangqiu University and Anyang University had generally maintained an increasing trend in student
enrolment: (i) the total student enrolment for Shangqgiu University for the 2014/2015, 2015/2016,
2016/2017 and 2017/2018 school years amounted to 17,144, 18,503, 19,394 and 19,249, respectively; and
(ii) the total student enrolment for Anyang University for the 2014/2015, 2015/2016, 2016/2017 and
2017/2018 school years amounted to 11,407, 13,757, 18,351 and 19,524, respectively. See also “Business
— Our Colleges — Enrolment, capacity and utilisation”.

Notwithstanding that the MOJ Draft for Comments may limit the scope of our acquisition to for-profit
private schools, we consider it is strategically more desirable to seek appropriate acquisition opportunities
as opposed to establishing new schools as acquisitions of existing schools enable us to gain rapid entry
into the market of choice, while barriers to entry for new schools to start up are high for the following
reasons:

. Licenses and permits. School operators in China are required to obtain and maintain a series of
approvals, licenses and permits by various relevant governmental authorities and are subject to
specific registration and filing requirements; the process of obtaining such approvals, licenses and
permits can be very time-consuming and is subject to legal and administrative uncertainties;

. High initial investment. The initial investment required by establishing a new school is substantial,
and the investments include costs associated with construction of new campus and school facilities,
hiring new teachers and administrative staff, building industry reputation and promoting the new
school through marketing efforts;
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. Location and land. Tt takes, in general, considerable time and resources to identify a location for
establishing a new school, and to obtain relevant permits and approvals for developing the
underlying land can be time-consuming; and

. Staff. Recruiting qualified teachers who are usually in high demand for a new school and building
a quality team of teaching and administrative staff require substantial capital and time commitments.

We have established a special committee (comprising Mr. Hou, our chief executive officer and executive
Director, Mr. Cheng Yinxue (F£E[1£2), chancellor of Shangqiu University and Mr. He Haipeng (&%),
chancellor of Anyang University) led by Mr. Hou to pay close attention to the developments of the relevant
policies and regulations, including the 2016 Decision and the MOJ Draft for Comments. We will assess
whether the MOJ Draft for Comments or other relevant implementation rules and regulations in the future
will present practical challenges or compliance issues to any future acquisition of independent colleges.
Such special committee will ensure that our acquisition in the future will fully comply with the relevant
rules and regulations in effect from time to time.

Strengthen our teaching staff and optimise our employee structure

We believe teachers are our most valuable assets. We plan to improve the quality of our teaching staff
through external recruitment and internal training. For example, we aim to attract retired and incumbent
professors, academic leaders and administrators to teach and conduct academic research at our colleges.
We also plan to recruit young teachers with advanced degrees as well as teachers who have extensive
industry experience and have worked in large enterprises. We plan to hire more renowned experts as
adjunct teachers to teach advanced classes. We aim to promote the satisfaction and loyalty of our teachers
by establishing well-designed compensation, evaluation and promotion mechanisms. Additionally, we
have established mentorship programmes for our teachers to cultivate positive and reciprocal relationships
among teachers. We will also continue to provide extensive trainings to our teachers to maintain and
improve their knowledge and skills. For instance, we encourage and financially support our young teachers
to attend continuing education programmes and pursue doctoral degrees. We also encourage our teachers
to participate in nation-wide training programmes and seminars, and we plan to develop international
training opportunities for our teachers to broaden their horizon and advance their skills.

We believe that cooperation with enterprises and other employers is important for the success of our
graduates. We plan to continue to invite technical experts from enterprises to teach classes at our colleges.
On the other hand, we believe that our teaching staff can gain valuable knowledge and insights by
participating in training programmes at enterprises. For example, to improve its teachers’ practical skills,
Shangqiu University Kaifeng Campus is developing a mandatory training programme for teachers that are
recent university graduates. Under this programme, teachers are required to work in enterprises or
production workshops to gain hands-on experience in the relevant industries.

We aim to optimise our employee structure by increasing the quality and diversity of our workforce. We
carefully evaluate various aspects of prospective employees, including their academic degrees, graduating
schools, titles and work experience. For example, we believe that recruiting teachers who graduated from
a wide range of different high-quality universities encourages intellectual exchange and helps expose our
students to different academic approaches.
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OUR COLLEGES

Overview

We currently operate three private colleges, all located in Henan Province. As of the Latest Practicable

Date, we were in the process of acquiring the sponsor interest in Hubei College, an independent college

located in Hubei Province. The table below sets forth selected information on each of these colleges:

College

Year of
government
approval for
establishment

Location

Programmes offered

Our colleges
Shaﬁﬁg&lu Umversuy

ELRE)

An}’fﬂ § Umversuy
(Z 5B

Shangqiu University Applied
Science and Technology College
P 1 55 B ) L
(“Shangqiu University Kaifeng
Campus”)

2005

2003

2013

Additional college to be acquired by our Group

Yangtze University College of
Technol ﬁé y and Enéineermg
(RILRE TR H AT 5
(“Hubei College”)

2004

Shangqiu,
Henan
Province

Anyang,
Henan
Province

Kaifeng,
Henan
Province

Jingzhou and
Wuhan,
Hubei
Province

e Bachelor’s degree
programmes

e Junior college to
bachelor’s degree
transfer programmes

* Junior college diploma
programmes

e Combined vocational
education and junior
college programmes

e Vocational education
programmes

e Bachelor’s degree
programmes

e Junior college to
bachelor’s degree
transfer programmes

* Junior college diploma
programmes

e Combined vocational
education and junior
college programmes

e Vocational education
programmes

e Bachelor’s degree
programmes

e Junior college to
bachelor’s degree
transfer programmes

* Junior college diploma
programmes

e Bachelor’s degree
programmes

e Junior college diploma
programmes
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Unless otherwise indicated, information presented in this “Our Colleges” section relates to our three
current colleges. For information on Hubei College, see the section headed “— Additional College to Be
Acquired by Our Group” below.

Educational programmes
We currently offer the following types of educational programmes:

. Bachelor’s degree programmes: They generally take four years to complete. Applicants generally
must have high school diplomas and have taken the National Higher Education Entrance Exam.
Graduates are awarded bachelor’s degrees.

. Junior college to bachelor’s degree transfer programmes: They generally take two years to complete.
Applicants generally must have junior college diplomas, either from our own schools or other
licenced schools, and have taken the National Higher Education Entrance Exam. Graduates are
awarded bachelor’s degrees.

. Junior college diploma programmes: They generally take three years to complete. Applicants
generally must have high school diplomas and have taken the National Higher Education Entrance
Exam. Graduates are awarded junior college diplomas.

. Combined vocational education and junior college diploma programmes: They generally take five
years to complete. Applicants generally must have middle school diplomas. Students attend courses
for vocational education programmes in the first two years and courses for junior college diploma
programmes in the last three years. Graduates are awarded junior college diplomas.

. Vocational education programmes: Applicants generally must have middle school diplomas for
three-year programmes and have high school diplomas for one-year programmes. Graduates are
awarded vocational high school diplomas.

Enrolment, capacity and utilisation

The table below sets forth enrolment statistics of our colleges for the 2014/2015, 2015/2016, 2016/2017
and 2017/2018 school years:

Student enrolment™ for the school year
2014/2015 2015/2016 2016/2017 2017/2018

Shangqiu University

Bachelor’s degree programmes . ....... 10,532 10,598 10,052 9,776
Junior college to bachelor’s degree
transfer programmes ............... 458 626 1,010 1,150
Junior college diploma programmes® . . 5,114 6,725 6,354 5,717
Vocational education programmes<3) R 1,040 554 1,978 2,606
School subtotal .................... 17,144 18,503 19,394 19,249
Anyang University
Bachelor’s degree programmes ........ 8,816 10,036 11,783 11,512
Junior college to bachelor’s degree
transfer programmes . .............. 795 695 1,474 1,680
Junior college diploma programmes . . .. 1,796 3,026 3,472 3,529
Vocational education programmes®® - - 1,622 2.803
School subtotal .................... 11,407 13,757 18,351 19,524
Shangqiu University Kaifeng Campus
Bachelor’s degree programmes® ... ... 946 1,818 3,637 4,995

Junior college to bachelor’s degree

transfer programmes® ... ... ... . ... - - - 396
Junior college diploma programmes'” . . 176 397 812 1,046
School subtotal .................... 1,122 2,215 4,449 6,437

Total .......... ... ... . ... ... .. .... 29,673 34,475 42,194 45,210

107



BUSINESS

Notes:

(1) As our school year typically ends in late June or early July, we present student enrolment statistics as of 30 June for the
2014/2015, 2015/2016 and 2016/2017 school years. We present student enrolment statistics as of 28 February for the
2017/2018 school year.

(2) Including (i) students enrolled in junior college diploma programmes and (ii) students enrolled in the last three years of
combined vocational education and junior college diploma programmes.

3) Including (i) students enrolled in vocational education programmes and (ii) students enrolled in the first two years of
combined vocational education and junior college diploma programmes.

4) Anyang University started its vocational education programmes and combined vocational education and junior college
diploma programmes in 2016.

5) Shangqiu University Kaifeng Campus started its bachelor’s degree programmes in 2013. Consequently, the 2016/2017 school
year was the first school year when it had students enrolled in all four class years of its bachelor’s degree programmes.

(6) Shangqiu University Kaifeng Campus started its junior college to bachelor’s degree transfer programmes in 2017.

(7) Shangqiu University Kaifeng Campus started its junior college diploma programmes in 2013. Consequently, the 2015/2016
school year was the first school year when it had students enrolled in all three class years of its junior college diploma
programmes.

Each of our colleges generally requires its students to live on campus in dormitories. Therefore, a college’s
student enrolment is largely limited by the capacity of its student dormitories. We estimate the capacity
and utilisation rate of each college based on the approximate number of students that its dormitories are
designed to accommodate for the relevant school year. The following table sets forth information relating
to the capacity and utilisation rate of our colleges for the 2014/2015, 2015/2016, 2016/2017 and
2017/2018 school years:

Capacity™ for the school year Utilisation rate® for the school year
2014/ 2015/ 2016/ 2017/ 2014/ 2015/ 2016/ 2017/
2015 2016 2017 2018 2015 2016 2017 2018
Shangqiu University .. 18,597 20,302 21,874 21,874 922% 91.1% 88.7%  88.0%
Anyang University ... 15,532 17,720 19,604 20,528  73.4% 77.6%  93.6%  95.1%
Shangqiu University
Kaifeng Campus . .. 2,034 2,856 5,430 7,848 55.2% 77.6% 81.9% 82.0%
Total .............. 36,163 40,878 46,908 50,250 82.1% 84.3% 90.0% 90.0%
Notes:

(1)  The capacity of each college is based on the approximate number of students that its dormitories are designed to accommodate
for the relevant school year.

2) The utilisation rate of each college equals its actual student enrolment as of 30 June (in the case of 2014/2015, 2015/2016
and 2016/2017 school years) or as of 28 February (in the case of the 2017/2018 school year) of a school year divided by its
capacity for that school year.

Our student enrolment is also limited by the admission quotas received by our colleges. For any upcoming
school year, each of our colleges submits a student recruitment plan that contains admission quotas for its
education programmes to be reviewed and approved by local PRC education authorities. Anyang
University had historically allocated a portion of its admission quota to a campus managed by Anyang
Normal University. Up to 5,000 students enrolled in the campus managed by Anyang Normal University
were admitted under such allocated quota. These students do not study at Anyang University and do not
utilise any campus resources or capacity of Anyang University. Starting from the 2016/2017 school year
following the termination of our cooperation with Anyang Normal University, Anyang University no
longer allocates any of its admission quota to the campus managed by Anyang Normal University, which
has the effect of increasing our enrolment by approximately 5,000 during a four-year period from the
2016/2017 school year through to the 2019/2020 school year. We formulate the student recruitment plans
for our colleges by taking into account the available resources of our Group as a whole and each of our
individual colleges. Quotas for bachelor’s degree programmes, junior college to bachelor’s degree transfer
programmes and junior college diploma programmes (including combined vocational education and junior
college diploma programmes) are subject to approval by the provincial education department. Quotas for
other programmes offered by our colleges are subject to approval by the relevant municipal education
bureau. Because Shangqiu University Kaifeng Campus is a second-level college of Shangqiu University,
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under relevant PRC regulations, the allocation of Shangqiu University’s admission quotas between its
primary campus Normal in Shangqiu and Shangqiu University Kaifeng Campus is only subject to a filing
requirement as opposed to an approval requirement. The following table sets forth the admission quotas
of our colleges’ higher education programmes for the school years indicated:

Admission quota for the school year

2014/2015 2015/2016 2016/2017 2017/2018
Shangqiu University
Bachelor’s degree programmes ........ 2,750 2,450 2,460 2,600
Junior college to bachelor’s degree
transfer programmes ............... 400 520 750 621
Junior college diploma programmes . . .. 2,165® 2,926® 1,130 1,430
Combined vocational education and
junior college diploma programmes . . 473 300 820 870
Vocational education programmes .. ... 550 525 550 503
Total . ....... ... . .. . ... 6,338 6,721 5,710 6,024
Anyang University”
Bachelor’s degree programmes . . ... ... 3,550® 3,600 2.970 2,970
Junior college to bachelor’s degree
transfer programmes . .............. 997 9991 759 1,104
Junior college diploma programmes . . . . 1,110 1,647 1,000 1,200
Combined vocational education and
junior college diploma
programmes® . ... ... L. - - 650 960
Vocational education programmes® . .. - - 1,000 540
Total ........ ... . ... 5,657 6,246 6,379 6,774
Shangqiu University Kaifeng Campus
Bachelor’s degree programmes . ....... 700 1,000 2,000 1,900
Junior college to bachelor’s degree
transfer programmes™ ... ... ... .. .. - - - 467
Junior college diploma programmes . . .. 300 300 500 400
Total ....... ... . ... ... 1,000 1,300 2,500 2,767
Group
Bachelor’s degree programmes ........ 7,000 7,050 7,430 7,470
Junior college to bachelor’s degree
transfer programmes . .............. 1,397 1,519 1,509 2,192
Junior college diploma programmes . . .. 3,575 4,873 2,630 3,030
Combined vocational education and
junior college diploma programmes . . 473 300 1,470 1,830
Vocational education programmes ... .. 550 525 1,550 1,043
Total ...... ... ... ... ... 12,995 14,267 14,589 15,565
Notes:

(1) Anyang University allocated a portion of its admission quota to a campus managed by Anyang Normal University prior to
the 2016/2017 school year. Students enrolled in such campus do not study at Anyang University and do not utilise any campus
resources or capacity of Anyang University.

(2) Anyang University started its combined vocational education and junior college diploma programmes and vocational
education programmes in 2016.

3) Shangqiu University Kaifeng Campus started its junior college to bachelor’s degree transfer programmes in 2017.

4) Including a quota of 935 for second-round admission (ffi#) granted by the provincial education department.

5) 455 of such admission quota were allocated to a campus managed by Anyang Normal University.

(6) 445 of such admission quota were allocated to a campus managed by Anyang Normal University.

(7) Including a quota of 510 for second-round admission (#§#k) granted by the provincial education department.

(8) Including a quota of 1,596 for second-round admission (#fi#k) granted by the provincial education department.

9) 841 of such admission quota were allocated to a campus managed by Anyang Normal University.

(10) 702 of such admission quota were allocated to a campus managed by Anyang Normal University.

(11)  Including a quota of 1,047 for second-round admission (#fi#k) granted by the provincial education department.
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The admission quota a university receives for a particular education programme is the maximum number
of students it can admit for that programme. Our colleges had complied with their respective admission
quotas during the Track Record Period and up to the Latest Practicable Date. They generally admit the
maximum number of student permitted for each programme to fully utilise its admission quota. For the
2017/2018 school year, the overall yield of our colleges, as defined by the number of students who
enrolled in a programme divided by the number of students who were admitted in that programme, was
91.2% for our bachelor’s degree programmes.

Tuition fees and boarding fees

For the years ended 31 August 2015, 2016 and 2017 and the six months ended 28 February 2018, we
derived all of our revenue from tuition fees and boarding fees collected by our colleges. We require
students to pay tuition fees and boarding fees for the entire school year upfront. We recognise revenue
proportionately over a 12-month period of the school year.

We generally raise tuition fees every two or three school years to reflect our increased operating costs.
Tuition fees for our colleges are determined by us, subject to the approval of the relevant local NDRC
branches. According to our tuition fee policy, any increase is only applicable to the incoming first year
students, and the tuition fee rate for the existing students remains the rate they paid for their first year
throughout the course of the relevant programme. The following table sets forth the listed tuition fees
applicable to newly admitted students for the 2014/2015, 2015/2016, 2016/2017 and 2017/2018 school
years:

Tuition fees applicable to newly admitted students for the school year

2014/2015 2015/2016 2016/2017 2017/2018

(in RMB)
Shangqiu University
Bachelor’s degree
programmes. ............ 11,900-13,000  11,900-13,000  12,900-14,900  12,900-14,900
Junior college to bachelor’s
degree transfer

programmes . ............ 7,000-8,000 7,000-8,000 7,000-8,000 7,000-8,000
Junior college diploma

programmes‘” ... ... ... 5,800-6,800 5,800-6,800 5,800-6,800 6,800-7,800
Vocational education

programmes(z) ........... 2,800 2,800 2,800 2,800

Anyang University

Bachelor’s degree

programmes. ............ 11,900-13,000  11,900-13,000  12,900-14,900  12,900-14,900
Junior college to bachelor’s

degree transfer

programmes . ............ 8,000-9,000 8,000-9,000 8,000-9,000 8,000-9,000
Junior college diploma

programmes and combined

vocational education and

junior college diploma

programmes . ............ 5,800-6,800 5,800-6,800 5,800-6,800 5,800-7,800
Vocational education
programmes® ... ... ... .. N/A N/A 2,800 3,000
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Tuition fees applicable to newly admitted students for the school year

2014/2015 2015/2016 2016/2017 2017/2018

(in RMB)
Shangqiu University Kaifeng
Campus
Bachelor’s degree
programmes. ............ 11,900-13,000  11,900-13,000  12,900-14,900  12,900-14,900
Junior college to bachelor’s
degree transfer

programmes™® ... ... ... .. N/A N/A N/A 7,000-8,000
Junior college diploma
programmes . ............ 5,800-6,800 5,800-6,800 5,800-6,800 6,800-7,800
Notes:

(1) Including (i) students enrolled in junior college diploma programmes and (ii) students enrolled in the last three years of
combined vocational education and junior college diploma programmes.

(2) Including (i) students enrolled in vocational education programmes and (ii) students enrolled in the first two years of
combined vocational education and junior college diploma programmes. Excluding students enrolled in one-year vocational
education programmes, whose applicable tuition fees were RMB5,000 for the 2014/2015 through the 2017/2018 school years.

3) Anyang University started its vocational education programmes in 2016.

4) Shangqiu University Kaifeng Campus started its junior college to bachelor’s degree transfer programmes in 2017.

Boarding fees are generally received prior to the beginning of each school year. During the Track Record
Period, boarding fees ranged from RMB600 to RMB 1,400 per school year depending on the college, room
size and number of students housed in each room. The following table sets forth the boarding fees
applicable to newly admitted students for the 2014/2015, 2015/2016, 2016/2017 and 2017/2018 school
years:

Boarding fees applicable to newly admitted students
for the school year

2014/2015 2015/2016 2016/2017 2017/2018

(in RMB)
Shangqiu University .................. 800-1,400 800-1,400 800-1,400 800-1,400
Anyang University ................... 1,100-1,200  1,100-1,200  1,100-1,200  1,100-1,200
Shangqiu University Kaifeng Campus .. .. 1,400 1,400 1,400 1,400

We have tuition fees and boarding fees refund policies in place at our colleges with respect to students who
leave during a school year. If a student enrols and pays tuition fees and boarding fees but leaves school
upon approval by the relevant school officials before the end of that school year, we will refund the tuition
fees and boarding fees for any remaining full academic months, calculated on the basis of ten academic
months per school year and five academic months per semester. For newly admitted students who cannot
enrol for the school year due to failure to pass physical examinations, we will refund the full tuitions and
any boarding fees for the remaining full academic months. We generally do not refund tuition fees and
boarding fees to students who are expelled or transfer to other schools.
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Students enrolled in vocational education programmes generally have a higher drop-out rate than students
enrolled in higher education programmes. The following table sets out the number of students who
dropped out of our colleges for the school years indicated:

Number of dropouts for the school year

2014/2015 2015/2016 2016/2017  2017/2018"

Shangqiu University

Higher education programmes® . ... ... 72 79 31 35

Vocational education programmes®’ . . .. 26 233 75 71

School Subtotal ... ................. 98 312 106 106
Anyang University

Higher education programmes® ... .. .. 11 5 10 12

Vocational education programmes®’ . . .. - - 3 56

School Subtotal .................... 11 5 13 68
Shangqiu University Kaifeng Campus

Higher education programmes® . ... ... 1 4 6 2

School Subtotal® .................. 1 4 6 2
Total ....... ... ... ... . ... . ... .... 110 321 125 176
Notes:

(1) As of 28 February 2018.

(2) Including students dropped out of (i) bachelor’s degree programmes, (ii) junior college to bachelor’s degree transfer
programmes, (iii) junior college diploma programmes, and (iv) last three years of combined vocational education and junior
college diploma programs.

3) Including students dropped out of (i) vocational education programs and (ii) first two years of combined vocational education
and junior college diploma programs. Vocational education programmes generally have higher dropout rates than higher
education programmes.

(4) Shangqiu University Kaifeng Campus did not offer vocational education programmes during the Track Record Period.

The following table sets forth the amount of tuition fees and boarding fees refunded to students who
dropped out of our colleges for the periods indicated:

For the six
months
For the year ended 31 August ended
28 February
2015 2016 2017 2018

(in thousands of RMB)
Shangqiu University . .................. 477.4 1,538.7 367.0 528.4
Anyang University .................... 89.6 45.0 109.7 260.4
Shangqiu University Kaifeng Campus . . .. 5.3 17.7 24.3 21.2
Total . ........ ... ... .. ... ... ... 572.3 1,601.4 501.0 810.0

Grade assessment

For each of our colleges, examinations are centrally administered by each college’s office of academic
affairs at the end of each semester to test students’ understanding in various subject matters. The final
grade a student receives for a particular course generally takes into account his or her performance in the
written examinations and/or coursework assessment. Examinations primarily take the form of closed-book
and/or open-book examinations and course work assessments consist of projects and other forms of
assessment including students’ participation in class discussions, their performance in written papers,
homework and tests, as well as the results of their internship evaluations and practical examinations. The
examinations for a course are generally formulated by the primary instructor based on the teaching
syllabus and examination scope, as reviewed by the relevant teaching and research office and approved by
administrators of the relevant academic department.
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Graduate employment

Successful post-graduate employment is one of the main objectives of students pursuing higher education,
especially private higher education, in China. As such, graduate employment rate is a key indicator of our
school operations. To help our students find jobs that fit their interests and skills, each of our colleges has
a dedicated career guidance and service centre that provides a wide range of services to our students who
seek employment or internship opportunities. These career guidance and service centres not only serve as
a platform to gather and disseminate employment information, but also help our students explore life,
work and learning options available to them. When our students approach a career guidance and service
centre for counselling services, our professionally trained staff will offer career advice based on their
personal interests and preference and fine-tune their work and learning plans. The career guidance and
service centre of each college organises various information sessions, job-hunting trainings and other
employment-related events from time to time to ensure that our students are well equipped with necessary
information and the desired skill sets.

Each of our colleges maintains close relationships with many local and national employers. We also
provide employment-related training and career planning sessions to our students. For the 2014/2015,
2015/2016 and 2016/2017 school years, the average initial employment rate of our colleges’ higher
education programmes was 96.1%, 96.4% and 94.1%, respectively, substantially above the overall average
for higher education in China, which was between 77.4% and 78.4% from 2013 through 2017, according
to Frost & Sullivan. We do not compile, nor are we required by PRC education authorities to report,
employment data for graduates of our vocational education programmes.

For further details on each college’s practical training and career guidance programmes, see “— Shangqiu

University — Career training”, “— Anyang University — Career training” and “— Shanggqiu University
Kaifeng Campus — Career training” below.

Shangqiu University

Shangqiu University is located in Shangqiu, Henan Province. The predecessor of Shangqiu University was
Huayu College of Henan Agricultural University (V7 Fgf& 26K 2 #552P0), which we co-founded with
Henan Agricultural University in 2004. Huayu College was approved by the MOE as an independent
college in 2005. In 2011, Huayu College changed its name to Shangqiu University and was approved by
the MOE as a Private HEI. See the section headed “History, Reorganisation and Corporate Structure — Our
Consolidated Affiliated Entities — Shangqiu University”.

Curriculum and degrees

Shangqiu University currently offers 46 bachelor’s degree programmes, 20 junior college to bachelor’s
degree transfer programmes, 32 junior college diploma programmes, 14 combined vocational education
and junior college diploma programmes and 32 vocational education programmes. Shangqiu University
has also been approved to offer double-major bachelor’s degree programmes in marketing, Chinese
language and literature, and economics. For the 2017/2018 school year, Shangqiu University had a total
enrolment of 19,249 students.

Shangqiu University is organised into 15 schools and departments, including School of Media and Arts,
School of Foreign Languages, School of Humanities, School of Management, Business School, School of
Computer Engineering, School of Electronic Information Engineering, School of Landscape Architecture,
School of Civil Engineering, School of Physical Education, School of Marxism, Secondary Vocational
College, Department of Music, and Chunlai Institute. Shangqiu University currently offers approximately
510 public courses, basic courses, specialised courses and elective courses. As a general principle,
Shangqiu University requires all students to take core courses, such as English, advanced mathematics,
computer science and advanced Chinese, to hone certain foundational skills that are transferrable across
industries. Moreover, Shangqiu University provides an array of major programmes with its primary focus
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on engineering programmes. In particular, its courses in electrical and information engineering,
mechanical design and manufacture, automation, and computer engineering and technology are well
recognised in Henan Province. During the Track Record Period, Shangqiu University had two featured
majors, three brand-name majors, two comprehensive reform experimental majors, one higher education
reform study and application program, two experimental teaching model centres, one outstanding teaching
unit, and one high-quality online course that are recognised by provincial authorities.

Career training

Shangqiu University provides career training programmes and workshops to its students to prepare them
for their careers. In 2007, Shangqiu University established a student career guidance and service centre
to facilitate the communication between employers and graduates by organising various recruitment
events, such as resume collection, campus visits by employers and on-campus job fairs.

Taking advantage of its campus and cooperative enterprises, Shangqiu University has established a
practical teaching system that integrates basic skill training, comprehensive specialty training and on-site
practical training. Shangqiu University continuously expands its practical training centres to various
industries to help its graduates transition from school to workplace. As of the Latest Practicable Date,
Shangqiu University had established 106 practical training centres with a number of enterprises to set up
joint programmes with tailored curricula and internship programmes to satisfy the specific needs of each
enterprise. Among others, Shangqiu University has established training centres with Autoliv (China)
Steering Wheel Co., Ltd and jointly developed practical training programmes with Tarena Technologies
Inc. and GEM Group.

In these training centres, our students participate in workplace simulation training courses and receive
first-hand instructions and advice from experienced engineers or senior employees of the enterprises. By
allowing students to use their knowledge learned in classroom to solve real-world problems, these training
centres help our students improve their practical skills and cultivate their creativity. The employers also
invite students to visit their companies and production workshops to provide our students with valuable
opportunities to experience the work environment and see the staff in action. Certain enterprises arrange
students to intern with them during the school year as part of the training programmes. We believe our
continued effort in expanding our practical training centres with enterprises have a positive impact on the
employment rate of our graduates.

Chunlai Institute

In April 2017, Shangqiu University established Chunlai Institute, a two-year honours programme that aims
to promote comprehensive and individualised education of its select students.

Chunlai Institute selects its enrolees from second-year bachelor’s degree students who have completed
three semesters of study throughout various schools and departments of Shangqiu University. A first round
screening is conducted by each school or department based on grades and other achievements, after which
finalists are interviewed. In 2017, 116 students were selected to enrol in the first class of Chunlai Institute.

Chunlai Institute offers courses in, among others, management, world history, introduction to traditional
Chinese culture, conversational English and art. To increase the competitiveness of its enrolees, Chunali
Institute also offers courses that prepare students for graduate school entrance exams and civil service
exams. More important, each student at Chunlai Institute is assigned a member of our teaching staff as
advisor. Students have regular small-group and one-on-one meetings with their advisors to receive
personalised guidance. Before graduation, each student enrolled in Chunlai Institute is required to
participate in one academic project led by his or her advisor at the university level or above, one academic
competition at the university level or above and one public interest activity, as well as to publish one
academic article or research report.
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School facilities

The campus of Shangqiu University encompasses approximately 884,000 sq.m. and was named the most
beautiful university campus in Henan Province by the Henan Education Press and the journal of Henan
Education (Higher Education Edition) in 2015. The university was also awarded the title of a picturesque
garden landscape school (“[E#KE.{7”) in 2013. The university has a variety of campus facilities, such as
modern classroom buildings, laboratory buildings, a library, a multimedia audio-visual centre, apartment
buildings, track and field facilities, a gymnasium, restaurants and other recreational facilities. These
buildings and facilities are distributed in five functional areas, namely teaching area, administrative area,
living area, sports area, and recreational area. We strive to provide comfortable living conditions for our
students. School dormitories have independent bathrooms and balconies, as well as a variety of furniture
and home appliances such as computer desks, wardrobes, air conditioners, water heaters and drinking
fountains. Wireless network, supermarkets, restaurants and canteens, telecommunication services, express
delivery services, healthcare services, among others, can all be found on campus.

We are in the process of acquiring new land use right to expand the campus by approximately 100,000
sq.m, which is expected to be primarily used for constructing staff dormitories and various teaching
facilities and improving the landscape and environment of the campus.

Anyang University

Anyang University is located in Anyang, Henan Province. The predecessor of Anyang University was
College of Humanities and Management of Anyang Normal University (%[5 ffifi € g A\ SCHE HLERBE) (the
“College of Humanities and Management”), which was co-founded by Anyang Normal University and
Anyang Iron and Steel Group in 2003.

In November 2008, the School Sponsor and Anyang Normal University entered into a cooperation
agreement, pursuant to which the parties agreed to manage the College of Humanities and Management,
with the School Sponsor contributing capital assets and Anyang Normal University contributing
management expertise and brand name. In 2009, we established a new campus at the current location of
Anyang University.

As the operations and reputation of the College of Humanities and Management gradually matured, we
considered it was appropriate for the College of Humanities and Management to operate as an independent
private university and cease any affiliation with Anyang Normal University. In July 2015, the School
Sponsor and Anyang Normal University entered into an agreement to terminate the cooperation, with the
School Sponsor agreeing to pay certain compensation sum. See the section headed “History,
Reorganisation and Corporate Structure — Our Consolidated Affiliated Entities — Anyang University” for
further details on our prior cooperation with Anyang Normal University.

During our cooperation with Anyang Normal University, the College of Humanities and Management
allocated a portion of its admission quota to a campus managed by Anyang Normal University, so that up
to 5,000 students enrolled in the campus managed by Anyang Normal University were admitted under such
quota allocated by the College of Humanities and Management. Starting from the 2016/2017 school year
following the termination of our cooperation with Anyang Normal University, the College of Humanities
and Management no longer allocates any of its admission quota to the campus managed by Anyang Normal
University, which has the effect of increasing our enrolment by approximately 5,000 during a four-year
period from the 2016/2017 school year through to the 2019/2020 school year.

In 2016, the College of Humanities and Management changed its name to Anyang University and was
approved by the MOE as a Private HEI. Students admitted before the 2016/2017 school year are awarded
degrees or certificates bearing the name of College of Humanities and Management of Anyang Normal
University, and students admitted in and after the 2016/2017 school year will be awarded degrees or
certificates bearing the name of Anyang University.
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Curriculum and degrees

Anyang University currently offers 38 bachelor’s degree programmes, 25 junior college to bachelor’s
degree transfer programmes, 25 junior college diploma programmes, 18 combined vocational education
and junior college diploma programmes and five vocational education programmes. For the 2017/2018
school year, Anyang University had a total enrolment of 20,066 students.

Anyang University is organised into 12 schools and departments, including School of Architecture and
Engineering, School of Aeronautical Engineering, School of Literature and Communication, School of
Economics and Management, School of Foreign Languages, School of Finance and Accounting, School of
Fine Arts, School of Music, Secondary Vocational College, School of Marxism, Department of Physical
Education and Department of Public Art Education. Anyang University currently offers approximately 440
public courses, basic courses, specialised courses and elective courses. As a general principle, Anyang
University requires all students to take core courses, such as advanced mathematics and college English,
to hone certain foundational skills that are transferrable across industries. Outside the core courses,
Anyang University offers an array of major programmes with its primary focus on humanities and art, such
as English, product design and music performance. During the Track Record Period, Anyang University
had three featured major development stations, one comprehensive reform experimental major, one
experimental teaching model centre, one outstanding teaching unit, and one high-quality online course that
are recognised by provincial authorities. Anyang University also plans to increase its focus on aeronautical
engineering programmes to accommodate the growth of the aeronautical industry in the Anyang area.
Anyang University aims to serve the economic and social development of the Anyang area and, in
particular, provide intellectual support for its emerging aeronautical industry.

Career training

Anyang University provides career training programmes and workshops to prepare its students for their
careers. Anyang University established the Anyang University Career and Entrepreneurship Service Centre
to provide more communication channels between employers and graduates by organising various
recruitment events, such as resume collection, campus visits by employers and on-campus job fairs. The
centre also provides online training courses, guidance, consultation and other services for students that
seek to start their own business.

Anyang University has established cooperative relationships with various employers to help its graduates
transition from school to workplace. Among others, Anyang University has set up joint practical training
programmes with Tarena Technologies Inc. and has signed a cooperative agreement with Zhejiang
Hengxin Education Technology Co., Ltd.

In these training centres, our students participate in workplace simulation training courses and receive
first-hand instructions and advice from experienced engineers or senior employees of the enterprises. By
allowing students to use their knowledge learned in classroom to solve real-world problems, these training
centres help our students improve their practical skills and cultivate their creativity. The employers also
invite students to visit their companies and production workshops to provide our students with valuable
opportunities to experience the work environment and see the staff in action. Certain enterprises arrange
students to intern with them during the school year as part of the training programmes. We believe our
continued effort in expanding our practical training centres with enterprises will have a positive impact
on the employment rate of our graduates.

School facilities

The campus of Anyang University encompasses approximately 610,000 sq.m.. The university has a variety
of campus facilities, such as classroom buildings, laboratory building, a library, apartment buildings, track
and field, a gymnasium, a theatre and restaurants. These buildings and facilities are distributed in four
functional areas, namely teaching area, living area, sports area and recreational area. The university has
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a beautiful lake surrounded by lush green trees, which provides our students an enjoyable campus
environment. We strive to provide comfortable living conditions for our students. School dormitories have
independent bathrooms and balconies, as well as a variety of furniture and home appliances such as
computer desks, wardrobes, air conditioners, water heaters and drinking fountains. Wireless network,
supermarkets, restaurants and canteens, telecommunication services, express delivery services, healthcare
services, among others, can all be found on campus.

We plan to expand our campus by approximately 400,000 sq.m., and we have paid a deposit for the
acquisition of the new land use right.

Shangqiu University Kaifeng Campus

Shangqiu University Kaifeng Campus is located in Kaifeng, Henan Province. It was established in 2013
as a branch college (~J&%:PT) of Shangqiu University.

Curriculum and degrees

Shangqiu University Kaifeng Campus currently offers 17 bachelor’s degree programmes, six junior
college to bachelor’s degree transfer programmes and eight junior college diploma programmes. For the
2017/2018 school year, Shangqiu University Kaifeng Campus had a total enrolment of 6,437 students.

Shangqiu University Kaifeng Campus is organised into six schools and departments, namely School of
Finance and Economics, School of Civil Engineering, School of Arts and Education, School of Sciences,
School of Mechanical Engineering and Management and Department of Ideological and Political Theory
Education. Shangqiu University Kaifeng Campus currently offers approximately 240 public courses, basic
courses, specialised courses and elective courses. As a general principle, the college requires all students
to take core courses, such as mathematics and English, to hone certain foundational skills that are
transferrable across industries. Outside the core courses, the college provides an array of major
programmes with its primary focus on engineering, particularly civil engineering.

Career training

Shangqiu University Kaifeng Campus provides career training programmes and workshops to prepare its
students for their careers. Shangqiu University Kaifeng Campus established its career guidance and service
centre to provide more communication channels between employers and graduates by organising various
recruitment events, such as resume collection, campus visits by employers and on-campus job fairs. The
career guidance and service centre often organises recruitment events specifically designed for different
major programmes. For instance, we hosted an on-campus job fair for students with art and design majors
in May 2016. In the job fair, the employers gave presentation to introduce their companies and their
recruitment standards. The students were given the opportunities to introduce their experience in the
relevant fields and ask questions to the employers. The centre also provides training courses, guidance,
consultation and other services for students that seek to start their own business. In May 2017, the career
service centre and School of Finance and Economics organised a career panel to promote start-up
entrepreneurship. In the career panel, founders of a water purification equipment company and a food
company were invited to share their start-up experience. In the same month, the career service centre
invited three top contestants from the first Henan Province College Student Innovation and Start-Up
Entrepreneurship Competition to give presentation on their experiences in starting their own businesses.

Shangqiu University Kaifeng Campus has entered into cooperation agreements with various employers to
offer our students on-site internship opportunities and help them transition from school to workplace.
These internship opportunities are from an array of industries and target a wide range of major
programmes at the college, such as accounting, auditing, mechanical design and manufacturing and
automation, civil engineering and pre-school education. Among others, Shangqiu University Kaifeng
Campus has signed a cooperation agreement with Zoomlion Kaifeng Industrial Park.
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In these internship programmes, our students use their knowledge learned in classroom to solve real-world
problems and receive first-hand instructions and advice from senior employees of the enterprises. These
internship programmes help our students improve their practical skills and cultivate their creativity. We
believe our continued effort in expanding our practical training centres with enterprises will have a
positive impact on the employment rate of our graduates.

School facilities

The campus of Shangqiu University Kaifeng Campus encompasses approximately 404,000 sq.m. The
school has a variety of campus facilities, such as classroom buildings, a laboratory building, a library,
apartment buildings, track and field and restaurants. These buildings and facilities are distributed in five
functional areas, namely teaching area, living area, administrative area, sports area and recreational area.
The college also has a beautiful lake surrounded by lush green trees, which provides our students an
enjoyable campus environment. We strive to provide comfortable living conditions for our students.
School dormitories have independent bathrooms and balconies, as well as a variety of furniture and home
appliances such as computer desks, wardrobes, air conditioners, water heaters and drinking fountains.
Wireless network, supermarkets, restaurants and canteens, telecommunication services, express delivery
services, among others, can all be found on campus.

We are in the process of acquiring additional land use right to expand Shangqiu University Kaifeng
Campus by approximately 200,000 sq.m., and the remaining balance of consideration for the acquisition
that has yet to be paid is approximately RMBS8 million.

ADDITIONAL COLLEGE TO BE ACQUIRED BY OUR GROUP

As of the Latest Practicable Date, we were in the process of acquiring the sponsor interest in Hubei
College, an independent college of Yangtze University (RVLK%E) located in Hubei Province. Hubei
College is a legal entity separate and independent from Yangtze University. It conducts its school
operations, including education administration, student recruitment, degree granting and financial
accounting independent from Yangtze University. In December 2014, we entered into a cooperation
agreement with Yangtze University with respect to the joint operation of Hubei College and paid part of
the consideration in the amount of RMB100 million and are expected to pay the remaining consideration
of RMB20 million upon the School Sponsor becoming a school sponsor of Hubei College. Pursuant to our
cooperation with Yangtze University, we have acquired the management rights and become the principal
teaching body (2 F:##) of Hubei College since December 2014. Although we are not able to exercise
full control over Hubei College as we have yet to become a sponsor of Hubei College, since December
2014, we have been participating in, and responsible for, the operations of Hubei College, including
engaging in its academic operations (including, in particular, improving curriculum offerings and degree
programmes, strengthening academic research capabilities and practical career training programmes,
improving teaching staff quality and conducting training programmes, developing innovative teaching
methods and delivery, designing and implementing peer-review system of teaching programmes and
improving the efficiency of other day-to-day teaching activities), student recruitment, human resources
and finance, with Yangtze University assuming a passive role with nominal participation in management.
For this purpose, we have deployed various management and operation staff to Hubei College. As of the
Latest Practicable Date, more than 50 of our staff had been deployed to Hubei College. As advised by Frost
& Sullivan, such mode of cooperation is also commonly seen in other independent colleges jointly
operated by public and private education institutions in the PRC. Since our operation of Hubei College
began in December 2014, we have from time to time financed the operations of Hubei College in the form
of interest-bearing loans accounted for as loan receivables on our financial statements. Other than certain
loans and related interests, we have not accounted for any costs or benefits (including any profits of Hubei
College) for the operations of Hubei College on our financial statements. In particular, Hubei College is
responsible for the costs of its own staff, including the salary of the personnel that we have deployed to
Hubei College for the purpose of implementing the cooperation, including oversight over, and
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participation in, its operations. We expect that we will consolidate 100% of the results of operations of
Hubei College (including its profits and losses and assets and liabilities) into the financial statements of
our Group on a line-by-line basis upon obtaining full control of Hubei College through the change of
school sponsor pending MOE approval and the execution of the relevant contractual arrangements. We
recognise the importance of safeguarding our interests in the operations of Hubei College prior to
obtaining full control of Hubei College. To that end, we have negotiated extensive management rights over
Hubei College that allow us to deploy key management staff, in particular finance-related executives and
management personnel, to closely oversee the operations of Hubei College, in particular the finance
department, to prevent any misappropriation or leakage of assets and identify material operational
deficiencies. We have established regular and systematic monitoring and reporting procedures to receive
status updates and reports from our personnel deployed to Hubei College with a view to ensuring our
management is sufficiently apprised of the operations and financial position of Hubei College. We are also
in a position to actively participate in the key decision making of Hubei College to ensure that our interests
in the operations and assets of Hubei College are adequately protected in all material respects.

We expect to complete our acquisition of Hubei College, pending the MOE approving the School Sponsor
becoming a school sponsor of Hubei College and the registration with the provincial civil affairs
authorities (see “History, Reorganisation and Corporate Structure — Acquisition of Hubei College”). Based
on our understanding of the process involved and communication with the relevant authorities, we do not
expect any material impediment to completing these administrative procedures. Upon completion of these
procedures, we expect to acquire effective control of Hubei College through contractual arrangements and
consolidate its results of operations into those of our Group.

Hubei College currently operates its main campus in Jingzhou and a satellite campus in Wuhan, both in
Hubei Province. The campus buildings and facilities located at both of these campuses are provided by
Yangtze University. Pursuant to the cooperation with Yangtze University, we will build a new campus for
Hubei College in Jingzhou (the “New Campus”) using our financial resources and relocate the existing
operations to the new campus. Consistent with the terms of such cooperation, Hubei College is in the
process of acquiring the relevant land use rights and other relevant permits to commence construction of
the New Campus. The land of the New Campus is expected to encompass approximately 660,000 sq.m.,
substantially larger than the existing main campus of Hubei College. In January 2018, the School Sponsor,
Hubei College and the Management Committee of Jingzhou High Technology Industrial Park (/N =5 #t
el 2R R4S P2 B €) (the “Management Committee”) entered into a definitive agreement with
respect to the New Campus, pursuant to which, among other things, (i) the School Sponsor shall be
responsible for the construction of the New Campus in phases; (ii) the Management Committee shall
ensure that the land underlying the New Campus and the fixtures will have clear title free from any
disputes or encumbrances, the infrastructure including water, electricity and sewage treatment will be
connected to the land and coordinate with the relevant government authorities to complete the preliminary
procedures of the allocation process; (iii) the land underlying the New Campus will be provided to Hubei
College through allocation (#|##) in two phases of approximately 333,333 sq.m. and 326,667 sq.m.,
respectively; (iv) the aggregate consideration payable by Hubei College for the land would be
approximately RMB114 million, with the consideration for the Ist phase (i.e. approximately RMB58
million) payable within five business days from the issuance of the relevant land allocation decision (/]
Hb E#E P E ) and the consideration for the 2nd phase (i.e. approximately RMB56 million) payable within
five business days from the issuance of the relevant land allocation decision (FfHhE|# e 3) but not
earlier than 1 October 2018; (v) the School Sponsor shall coordinate with Hubei College to pay the
consideration for the land in the aforesaid manner; and (vi) the Management Committee shall provide a
subsidy in the amount of approximately RMB24.9 million to Hubei College within three months from the
date the consideration for the land has been paid by Hubei College. As of the Latest Practicable Date, the
land allocation decision (] Hi#|# P2 2) had not been issued and the consideration for the land had not
been paid. Based on our communication with the relevant government authorities and our understanding
of the process involved, we expect that the land allocation decision (i #|# k7€) for the 1st phase of
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the land will be issued in or around September 2018, and that we will be able to acquire the relevant land
use right certificate and permits to commence construction of the New Campus in or around September
2018.

The construction of the New Campus is expected to take place in two phases:

Phase of Total Estimated
construction Timeline Buildings expected GFA expenditure®
Ist phase ....... 2018-2019  teaching building, laboratory approximately approximately
building, dormitory, cafeteria 82,710 sq.m. RMB131.3
and sportsground million
2nd phase ....... 2019-2021  practical training building, approximately approximately
library, dormitory, cafeteria, 210,907 sq.m. RMB344.5
gymnasium, office building million

and teaching building

Note:
* The expected expenditure in this table does not take into account the cost for the land underlying the New Campus of

approximately RMB 114 million.

We expect that the construction of the New Campus will utilise the internal financial resources of Hubei
College, financial resources of the Group (including a portion of the proceeds from the Global Offering
allocated for the purpose of acquiring the new land (see “Future Plans and Use of Proceeds”)), and, where
appropriate, bank borrowings.

The 1st phase of the New Campus will contain all facilities essential to accommodate students and
commence school operations. We anticipate that the New Campus will commence school operations in the
201972020 school year. Our Directors consider that the timeline for the 1st phase of the New Campus is
realistic, on the basis that (i) the New Campus will primarily consist of low-rise buildings with low GFA
per building, which have a considerably shorter construction cycle; and (ii) we expect multiple contractors
will be engaged to simultaneously commence construction with a view to ensuring the expected timeline
will be met.

Consistent with the terms of the cooperation with Yangtze University, the existing operations of Hubei
College at its main campus in Jingzhou and its satellite campus in Wuhan will be relocated to the New
Campus. After such relocation, Hubei College will no longer utilise the campus facilities owned and
provided by Yangtze University. Such relocation is also expected to reduce the operational reliance of
Hubei College on Yangtze University and facilitate the conversion of Hubei College into a Private HEI in
the future. The relocation plan of Hubei College’s operations to the New Campus is summarised below:

. all students to be enrolled for the 2019/2020 school year and onwards will be enrolled to the New
Campus;

. with respect to the satellite campus in Wuhan, Hubei College has ceased to enrol any new students
to this satellite campus after the 2016/2017 school year. The existing students at this campus are not
expected to be relocated to the New Campus. We expect the last batch of such students will graduate
in the 2019/2020 school year. Hubei College’s operations on this campus will thereafter cease; and

. with respect to the existing main campus in Jingzhou, Hubei College will progressively relocate the
students to the New Campus in batches beginning from the 2019/2020 school year. Taking into
account the number of students that will graduate in due course, we currently expect that Hubei
College’s operations on this campus will cease operations prior to the 2021/2022 school year.
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Other than the capital expenditure expected to be involved in the acquisition of the land and construction
of facilities for the New Campus as discussed above, we do not expect Hubei College will incur any
substantial costs in relation to the relocation plan outlined above, primarily because no relocation of
students is expected at the satellite campus in Wuhan, and relocation of students from the existing main
campus in Jingzhou to the New Campus is expected to be of a short-distance on account of the reasonably
close proximity of the two sites, both of which are located in Jingzhou. Furthermore, we do not expect that
such relocation will result in any material disruption to the operations of Hubei College, primarily
because, as outlined above, the relocation is expected to be a gradual process and both the existing
campuses and the New Campus will operate concurrently during the relocation to ensure there will be
continuity in operations, and the relocation of students to the New Campus is expected to take place
systematically in batches by programmes/disciplines enabling Hubei College to more effectively plan,
allocate and optimise its resources on the New Campus to minimise potential disruption to the students.
Since we do not expect there will be material interruption to the operations of Hubei College during the
relocation, we do not expect Hubei College will experience any substantial loss of revenue during the
relocation.

Since we started to participate in the operation of Hubei College, there has occasionally been negative
publicity concerning Hubei College. For example, in 2014, certain teachers and other employees of Hubei
College publicly expressed their dissatisfaction by submitting complaints due to their misunderstanding of
the cooperation between Yangtze University and our Group. In 2016, certain newly admitted students of
Hubei College expressed their dissatisfaction to the press for being requested to enrol in the Jingzhou main
campus instead of the Wuhan satellite campus. See also the section headed “Risk Factors — Risks Relating
to Our Business and Our Industry — Our business is dependent on the market recognition of reputation,
and any damage to our reputation would materially and adversely affect our business.” Our Directors
consider that such publicity would not have any material impact on Hubei College or our Group, on the
basis that (a) Hubei College has promptly responded and resolved the complaints and dissatisfaction
primarily through active communication with the relevant staff and offering the appropriate
accommodation arrangements to the relevant students, (b) the number of staff and students involved was
not material, (c) and the nature of the complaints and dissatisfaction was not of a substantive nature that
would otherwise lead the public to cast a negative perception on Hubei College or our Group in any
material respects.

The MOJ Draft for Comments may have certain implications on our acquisition of Hubei College and the
registration of Hubei College as a for-profit private school or a non-profit private school. For more
information, including the possible scenarios in relation to our acquisition of Hubei College, see “—
Potential Implications of the 2016 Decision and the MOJ Draft for Comments — The MOIJ Draft for
Comments — Implications on Hubei College”. See also “Risk Factors — Risks Relating to Our Business
and Our Industry — Hubei College is required to satisfy certain requirements under the current form of
the MOIJ Draft for Comments if it chooses to register as a non-profit private school, which may subject
Hubei College to operational risks.” and “Risk Factors — Risks Relating to Our Business and Our Industry
— We may not be able to register Hubei College as a for-profit private school or complete relevant
procedures or obtain the government registrations under the current form of the MOJ Draft for
Comments”.
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Enrolment, Capacity and Utilisation

The table below sets forth enrolment statistics of Hubei College for the 2014/2015, 2015/2016, 2016/2017
and 2017/2018 school years:

Student enrolment® for the school year

2014/2015 2015/2016 2016/2017 2017/2018

Bachelor’s degree programmes .......... 6,649 6,364 6,138 6,144
Junior college diploma programmes . ... .. 1,174 1,008 1,361 1,645
Total ............ .. ... .. .. .... .. .... 7,823 7,372 7,499 7,789
Note:

(1) As Hubei College’s school year typically ends in late June or early July, we present student enrolment statistics as of 30 June
for the 2014/2015, 2015/2016 and 2016/2017 school years. We present student enrolment statistics as of 28 February for the
2017/2018 school year.

Hubei College had the capacity to accommodate 7,944, 7,944, 9,289 and 9,289 students with its
dormitories for the 2014/2015, 2015/2016, 2016/2017 and 2017/2018 school years, respectively. Its
utilisation rate, which is defined as its actual student enrolment divided by its capacity, was 98.5%, 92.8%,
80.7% and 83.9%, respectively, for the same school years. The following table sets forth the admission
quotas of Hubei College’s higher education programmes for the school years indicated:

Admission quota for the school year

2014/2015 2015/2016 2016/2017 2017/2018

Hubei College

Bachelor’s degree programmes ........ 1,670 1,684 1,710 1,710
Junior college diploma programmes . . . . 660 660 760 760
Total ...... ... . .. 2,330 2,344 2,470 2,470

Tuition Fees and Boarding Fees

For the years ended 31 August 2015, 2016 and 2017 and the six months ended 28 February 2018, Hubei
College derived all of its revenue from tuition fees and boarding fees it collected. Hubei College requires
students to pay tuition fees and boarding fees for the entire school year upfront. It recognises revenue
proportionately over a 12-month period of the school year. Tuition fees determined by Hubei College are
subject to the approval of the relevant local NDRC branch. Any increase in Hubei College’s tuition fee rate
is only applicable to the incoming first year students and the tuition fee rate for the existing students
remains the rate they paid for their first year throughout the course of the relevant programmes. The
following table sets forth the listed tuition fees of Hubei College applicable to newly admitted students
for the 2014/2015, 2015/2016, 2016/2017 and 2017/2018 school years:

Tuition fees applicable to newly admitted students
for the school year

2014/2015 2015/2016 2016/2017 2017/2018
(in RMB)
Bachelor’s degree programmes . ... 11,000-15,000 12,900-15,900 12,900-15,900 12,900-15,900
Junior college diploma
programmes. . ................ 7,500 7,500 7,500 7,500
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Boarding fees are generally received prior to the beginning of each school year. During the Track Record
Period, boarding fees applicable to newly admitted students for the school year for Hubei College ranged
from RMB1,100 to RMB1,200 per school year, depending on the room size and number of students housed
in each room.

Hubei College’s tuition fees and boarding fees refund policies are similar to those of our colleges. For the
2014/2015, 2015/2016, 2016/2017 and 2018/2018 (as of 28 February 2018) school years, the number of
students dropped out of Hubei College was 3, 8, 13 and 11, respectively. For the years ended 31 August
2015, 2016 and 2017 and the six months ended 28 February 2018, the amount of tuition fees and boarding
fees refunded to students by Hubei College was nil, RMB26.0 thousand, RMBS81.6 thousand and
RMB104.7 thousand, respectively. The following table sets forth the average tuition fees per student for
these two types of programmes as well as the average boarding fees per student for Hubei College for the
school years indicated:

Average tuition fees for the school year

2014/2015 2015/2016 2016/2017 2017/2018

(in RMB)
Hubei College
Bachelor’s degree programmes . ....... 9,018 12,612 13,221 13,581
Junior college diploma programmes . . . . 5,649 8,817 8,703 7,560
Average boarding fees ............... 807 1,158 879 921

Teachers

Hubei College has a dedicated team of full-time and part-time teachers. The management of Hubei College
independently conducts recruitment programs for new teachers and manages its teaching staff. As of the
Latest Practicable Date, Hubei College had 295 full-time and part-time teachers. The following table sets
forth the number of teachers at Hubei College for the school years indicated:

Number of teachers for the school year
2014/2015" 2015/2016" 2016/2017" 2017/2018®

Hubei College

Full-time .......................... 201 180 180 178

Part-time ........... . ... .. ........ 83 89 102 107

School subtotal 284 269 282 285
Notes:

(D) As of 31 August of the school year.
(2) As of 28 February of the school year.

The following table sets forth the teacher-to-student ratio, taking into account both full-time and part-time
teachers, for Hubei College for the school years indicated:

For the school year

2014/2015" 2015/2016" 2016/2017V 2017/2018®
Hubei College . . . ........ ... ... ..... 1:27.5 1:27.4 1:26.6 1:27.3

Notes:
(1) Calculated with the number of students as of 30 June and the number of teachers as of 31 August of the school year.

(2) Calculated with the number of students and the number of teachers as of 28 February of the school year.
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Curriculum and Degrees

Hubei College currently offers 25 bachelor’s degree programmes and 11 junior college diploma
programmes. Hubei College is organised into 13 schools and departments, namely School of Resource
Exploration and Engineering, School of Petroleum and Chemical Engineering, School of Information
Engineering, School of Mechanical Engineering, School of Urban Construction, School of Management,
School of Foreign Languages, Department of Basic Education, Department of Physical Education,
Department of Ideological and Political Theory Education, Institute of New Technology on Petroleum,
Information Technology Research Institute and Applied Chemistry Institute. Hubei College currently
offers over 400 public courses, basic courses, specialised courses and elective courses. As a general
principle, the college requires all students to take core courses, such as advanced mathematics and college
English, to hone certain foundational skills that are transferrable across industries. Outside the core
courses, the college offers an array of major programmes with its primary focus on engineering and
petroleum-related programmes. During the Track Record Period, Hubei College had one comprehensive
reform experimental major, one strategic emerging industry talent development undergraduate majors, and
two high-quality course development projects that are recognised by provincial authorities.

Career Training and Graduate Employment

Hubei College provides career training programmes and workshops to its students to prepare them for their
careers. In 2006, Hubei College established the student career services office and the school-enterprise
collaboration committee to facilitate the communication between employers and graduates by organising
various recruitment events, such as resume collection, campus visits by employers and on-campus job
fairs. Hubei College has established practical training centres and partnered with large enterprises to set
up joint programmes, some of which had tailored curricula or internship programmes to satisfy the specific
needs of each enterprise. In some of these joint programmes, the enterprises selected a certain number of
students from Hubei College and subsidised those selected students. Once these students completed their
training from these joint programmes, they were required to work for the enterprises for a certain period
of time, typically one year. In these internship programmes, students use their knowledge learned in
classroom to solve real-world problems and receive first-hand instructions and advice from senior
employees of the enterprises. These joint programmes help students improve their practical skills and
cultivate their creativity.

For the 2014/2015, 2015/2016 and 2016/2017 school years, Hubei College’s initial employment rate was
90.7%, 92.0% and 93.7%, respectively, for bachelor’s degree programmes and 95.2%, 98.0% and 97.5%,
respectively, for junior college diploma programmes.

School Facilities

The current main campus of Hubei College encompasses approximately 248,000 sq.m.. Located in the
historical and cultural city of Jingzhou, the campus provides students with an enjoyable environment and
pleasant scenery with a beautiful lake surrounded by lush green trees. Hubei College currently also has
a satellite campus in Wuhan, which accommodates a small proportion of its students. As part of its
relocation plan, Hubei College has not admitted new students to its Wuhan campus starting from the
2017/2018 school year. Upon graduation of all current students at the Wuhan campus, Hubei College plans
to cease operations at that campus. Hubei College has a variety of campus facilities, such as classroom
buildings, a laboratory building, a library, apartment buildings, track and field, a gymnasium, a theatre and
restaurants. Hubei College strives to provide comfortable living conditions for its students. School
dormitories have independent bathrooms and balconies, as well as a variety of furniture and home
appliances such as computer desks, wardrobes, water heaters and drinking fountains. Wireless network,
supermarkets, restaurants and canteens, telecommunication services, express delivery services, healthcare
services, among others, can all be found on campus.
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Hubei College plans to build a new campus in Jingzhou, Hubei Province, which encompasses
approximately 660,000 sq.m. The new campus is designed to have various campus facilities, such as
classroom buildings, laboratory buildings, libraries, apartment buildings, dining and living facilities and
office buildings, as well as amenities to meet the needs of Hubei College’s students. In January 2018, the
School Sponsor, Hubei College and the Management Committee of Jingzhou High Technology Industrial
Park (R = 452 1l /28 2E [ 5 457 1 2% B 67) entered into a definitive agreement with respect to, among other
things, the land use rights of the land underlying the new campus for a consideration of approximately
RMB 114 million payable by Hubei College, which had not been paid as of the Latest Practicable Date (see
also “— Additional College to Be Acquired by Our Group”). Hubei College plans to start construction of
buildings at the new campus after it receives the land use right and other permits required for its
construction projects. The management of Hubei College expects the new campus to be in operation within
two years.

In addition, Hubei College has acquired the land use rights of a plot of land in Xianning, Hubei province,
with a site area of approximately 333,200 sq.m. A number of school buildings and facilities have been
constructed on this site but have not been put to operation. As of the Latest Practicable Date, the
management of Hubei College had not determined the use of these buildings and facilities but intended
to obtain the proper title certificates prior to commencing their operations.

EXPANSION PLANS

In order to continuously increase our total enrolment, we plan to acquire additional land use rights and
construct new educational and living facilities. The following table sets forth our current expansion plans
for each of our current colleges as well as Hubei College based on our management’s present expectation,
which are subject to various risks, assumptions and uncertainties, including but not limited to the
possibility that we may not complete our acquisition of Hubei College as soon as we expect, or at all.
There is no assurance that our actual expansion will not deviate from our current expansion plans. The
MOJ Draft for Comments may have certain implications on our expansion plans. For more information,
see “— Our Business Strategies — Expand our market coverage and market share”. Our management will
consider making various adjustments to our business plans, including but not limited to, delaying or
suspending our expansion plans and increasing our debt and/or equity financing. In the event of any
material change in circumstances or our business plans, to comply with Rule 13.09 of the Listing Rules,
we will make announcements as and when appropriate if our business might be materially or adversely
affected. All information contained in the following table is for reference and illustration purposes only.

We consider that the increase in capacity under the expansion plan is essential to accommodate our growth
strategy of increasing student enrolment going forward. Each of our colleges generally requires its
students to live on campus in dormitories. Therefore, a college’s student enrolment is largely limited by
the capacity of its student dormitories. In particular, for the 2017/2018 school year, the overall utilisation
rate of our colleges reached a relatively high level of 90%. Taking into account of the gender specificity
of our student dormitories and the gender mix of our students, there is currently limited capacity for a
significant growth in student enrolment. We expect to increase the capacity of our colleges progressively
to strike a reasonable balance between student enrolment and utilisation. Although the number of student
enrolments in private higher education in Central China is expected to grow at a CAGR of only 3.7% from
2017 to 2022 according to Frost & Sullivan, we believe as we commit substantial resources to improve
our education quality and strengthen our reputation, including strengthening our academic programmes,
making significant investments in scientific research and cooperating with public universities to expand
our course offerings, we will be able to compete more effectively for student enrolments in Central China.
We believe the planned increase in capacity is appropriate and will enable our colleges to grow
sustainably. We also consider that private education in Henan Province, where our colleges are located,
is among the provinces in Central China with the highest growth potential in education. In particular,
according to official statistics, Henan Province ranked first in term of registered population and fifth in
terms of GDP among all provincial administrative regions in China in 2017. According to official
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statistics, the number of college entrance exam takers in Henan Province reached nearly one million in
2018, which also ranked the first among all provincial administrative regions in China. In addition,
according to official statistics, the gross enrolment ratio (“GER”) of higher education in Henan Province
was only 36.5%, 38.8% and 41.78% in 2015, 2016 and 2017, respectively, which has always lagged behind
than the national GER of higher education in China of 40.0%, 42.7% and 45.7% in 2015, 2016 and 2017
respectively, signifying ample room for growth. Furthermore, according to the 13th Five-year Plan for
National Education Development (Bl &% & S5 @<+ =T #i#)), higher education has entered into a
stage of popularization and the GER should reach 50% in 2020. On this basis, we expect that in the long
term, provincial government will continuously step up its efforts in developing higher education, which
we believe will necessitate a corresponding increase in the number of admission quota in order to
accommodate growth and improve GER. By executing our expansion plans, our colleges will be well
positioned to capitalise on the opportunities presented by such policy-driven development. In approving
admission quota, we understand that the relevant education authorities will comprehensively assess the
school’s capacity, facilities, education quality, industry reputation and student employment rate. We
consider that, given our track record of delivering quality private higher education and industry reputation,
the education authorities in the PRC will be receptive to our application for increasing admission quota
provided that we are able to demonstrate that we have sufficient school capacity, appropriate facilities
available and quality education programmes to offer, which are among the key objectives of our expansion
plans.
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The planned increase in capacity for each of our colleges and Hubei College is primarily premised on the
considerations below:

Shangqiu University. Shangqiu University has relatively mature operations, thus we expect that its student
enrolment growth rate will be in line with industry average. Taking into account the student enrolment for
the 2018/2019 school year, the expected growth and existing capacity, we currently expect that an increase
in capacity by 19% will be sufficient to accommodate the growth of Shangqiu University in the next four
years.

Anyang University. Starting from the 2016/2017 school year following the termination of our cooperation
with Anyang Normal University, Anyang University no longer allocates any of its admission quota to the
campus managed by Anyang Normal University, which has the effect of increasing student enrolment by
approximately 5,000 during a four-year period from the 2016/2017 school year through to the 2019/2020
school year. Prior to the 2016/2017 school year, up to 5,000 students enrolled in the campus managed by
Anyang Normal University were admitted under such allocated admission quota. These students do not
study at Anyang University and do not utilise any campus resources or capacity of Anyang University.
Starting from the 2016/2017 school year, as such students graduate, the allocated admission quota used by
such students would become available for Anyang University to enrol its own students, who will study at
Anyang University and utilise the campus resources and capacity of Anyang University. Therefore, on the
basis that it will take a maximum of four years (being the duration of the longest programme enrolled by
such students) for all such 5,000 students to graduate, we will be able to increase our admission quota by
approximately 5,000 during a four-year period from the 2016/2017 school year through the 2019/2020
school year. This represents a significant headroom for growth in our student enrolment during such
four-year period. In recent years, Anyang University’s admission quota has generally been close to full
utilisation primarily due to the high student demand for Anyang University’s programmes. We believe that
such demand, in particular for bachelor’s degree programmes, will continue to grow as Anyang University
further improves its education quality, ranking, industry reputation and marketing efforts, to the extent that
the student demand for Anyang University’s programmes will maintain at a level similar to, or exceeding,
the admission quota available. Furthermore, as the 5,000 admission quota is split between bachelor’s
degree programmes and junior college diploma programmes and will become available to Anyang
University over a four-year period, we believe, given the student demand for Anyang University’s
programmes is expected to continue, Anyang University will able to maximise the relatively moderate
increment of admission quota for each school year from the 2016/2017 school year through the 2019/2020
school year. See also “— Our Colleges — Enrolment, capacity and utilisation”. On this basis, we expect that
the student enrolment growth rate of Anyang University in the next few years will be moderately higher
than industry average. Taking into account the student enrolment for the 2018/2019 school year, the
expected growth and existing capacity, we currently expect that an increase in capacity by 36% will be
sufficient to accommodate the growth of Anyang University in the next four years.

Shangqiu University Kaifeng Campus. Shangqiu University Kaifeng Campus is still in a development
stage and is experiencing a fast growth. From the school year 2014/2015 to the school year 2017/2018,
its student enrolment increased at a CGAR of approximately 79.0%. We expect that such growth trend will
continue at a rate considerably higher than industry average. In addition, as the operations of Shangqiu
University Kaifeng Campus mature to meet the criteria of a Private HEI under relevant PRC laws and
regulations, including the Higher Education Law of the PRC ( {3 N RILAE S5 EIE) ), the Law
for Promoting Private Education of the PRC ( (¥ ANRILAERPFAFTREL) ) and its
implementation rules, the Interim Regulations on Establishment of Ordinary Higher Education Institution
( U3 3 S R AR B AT 490) ) and Interim Provisions on Establishment of Ordinary Undergraduate
Schools ( (HFHEABHEERFEEITHIE) ), with respect to, among other things, its name (and what it
represents), category, scale and school operating conditions, we will contemplate the possibility of
applying to the relevant education authorities to establish a Private HEI to carry on the operations of
Shangqiu University Kaifeng Campus as an independent legal entity. The establishment of such Private
HEI should also align with the development policy directives in the PRC from time to time. The
application for such establishment is subject to MOE approval and comprehensive assessments by MOE
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appointed experts but does not have a definitive timeframe. When such establishment materialises, the
newly established Private HEI entity will assume the operations of Shangqiu University Kaifeng Campus
and have its own independent admission quota and student enrolment system that will no longer be shared
with or reliant on Shangqiu University. Such establishment is in turn expected to result in student
enrolment growth rate of the established Private HEI significantly higher than industry average for the
next few years after establishment. We believe that such establishment would be conducive to the
development of the operations of Shangqiu University Kaifeng Campus in the long term, and we will, in
due course, comprehensively assess the pros and cons with a view to making a fully informed decision in
the interests of the Company and its Shareholders as a whole. Taking into account the student enrolment
for the 2018/2019 school year, the expected growth and existing capacity, we currently expect that an
increase in capacity by 53% will be sufficient to accommodate the significant increase in student
enrolment in the next four to five years as the operations of Shangqiu University Kaifeng Campus continue
to mature at a fast pace. The expansion plan is also intended to prepare Shangqiu University Kaifeng
Campus to meet the criteria of a Private HEI under relevant PRC laws and regulations and to cater for the
capacity requirements in the event a Private HEI is established to carry on the operations of Shangqiu
University Kaifeng Campus.

Hubei College. The headroom for student enrolment growth of Hubei College is part limited by the
existing campus that belongs to Yangtze University. As the new campus is still under development and a
relocation of students from the existing campus to the new campus will be involved, we expect that the
student enrolment will gradually increase at a rate moderately lower than industry average during the
initial operations of the new campus of Hubei College. Taking into account the student enrolment for the
2018/2019 school year, the expected growth and existing capacity, we currently expect that an increase in
capacity by 29% will be sufficient to accommodate the growth of the operations of Hubei College on the
new campus in the next four years.

STUDENT RECRUITMENT

Our colleges participate in the PRC national and local admission scheme pursuant to which graduating
high school students nationwide submit college applications to several universities of their choice based
on the scores they achieved in the PRC National Higher Education Entrance Exam. Each province in the
PRC sets its own minimum entrance exam scores for different academic programmes, and the universities
in each province then evaluate and admit prospective students based on their entrance exam scores and
preference rankings of different universities.

Our new student enrolment has historically been driven primarily by word-of-mouth referrals. We believe
we generally have a good reputation in providing high quality education services among our students and
their parents. In addition, after over 13 years of operations, we have built a highly engaged and vibrant
community of alumni, who we believe have an emotional connection to our colleges and are passionate
in helping us attract outstanding students. Other than referrals, we also employ a range of marketing and
recruiting methods to attract students and increase enrolment at our colleges, such as information sessions,
advertisements and brochures.

During the recruitment season, each college forms a temporary student recruitment team. The recruitment
team members visit high schools in major cities in Henan Province to hold information sessions and
recruitment events.

We also utilise new and targeted marketing techniques, such as Weibo, WeChat and online advertising,
targeting potential students and their parents and offering individual informational meetings. Shangqiu
University and Anyang University each run a WeChat public account that publishes news and events about
the college from time to time.

Our recruitment efforts, coupled with the quality and reputation of our education programmes, have helped
us achieve high admission yields. For example, for the 2017/2018 school year, the overall yield of our
three colleges, as defined by the number of students who enrolled in a programme divided by the number
of students who were admitted in that programme, was 91.2% for our bachelor’s degree programmes.
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OUR TEACHERS

We believe that our team of experienced and dedicated teachers are crucial to our success. As an operator
of private schools, we can provide better incentives to qualified teachers who fit our hiring criteria.
Teachers are the key to maintaining high-quality educational programmes and services as well as
maintaining our brand and reputation. Our aim is to continue hiring teachers with a strong command of
their respective subject areas who are open to innovative teaching methods and a caring heart towards
students’ well-being. We believe using innovative methods of teaching is a crucial skill for teachers that
can significantly enhance the student learning process. Innovative methods of teaching include: (i) the
ability to teach students visualisation skills to help them understand, recall and think critically about the
subjects they study, (ii) wisely managed classroom technology with the appropriate use of computers,
tablets, digital camera and video conferencing technology to enhance a student’s learning experience, and
(iii) the use of active learning methods involving peer instructions, engaging discussion groups and
collaborative problem solving. We also value the awards and recognition bestowed upon our teachers who
have achieved teaching excellence. As of 28 February 2018, we had 1,094 full-time teachers, 99.7% of
whom had bachelor’s degrees or above, and approximately 77.9% of whom had master’s degrees or above.
As of 28 February 2018, we also had 624 part-time teachers. The following table sets forth the number
of teachers at each of our colleges for the school years indicated:

Number of teachers for the school year
2014/2015" 2015/2016" 2016/2017" 2017/2018

Shangqiu University

Full-time . ......... ... ... ... .... 267 308 449 591

Part-time . ............ ... . ... . .... 215 230 237 251

School subtotal 482 538 686 842
Anyang University ...................

Full-time . ......................... 224 283 318 335

Part-time . ........ ... ... . ... . .... 215 246 272 285

School subtotal 439 529 590 620
Shangqiu University Kaifeng Campus

Full-time . ......... ... .. .. ... .... 21 31 69 168

Part-time . ........ ... ... . ... . ..., 15 30 61 88

School subtotal 36 61 130 256
Total 957 1,128 1,406 1,718
Notes:

(1) As of 31 August of the school year.
(2) As of 28 February of the school year.

The following table sets forth the teacher-to-student ratio, taking into account both full-time and part-time
teachers, for each of our colleges and our Group as a whole for the school years indicated:

For the school year

2014/2015Y  2015/2016" 2016/2017Y  2017/2018®

Anyang University .................... 1:35.6 1:34.4 1:28.3 1:22.9
Shangqiu University . .................. 1:26.0 1:26.0 1:31.1 1:31.5
Shangqgiu University Kaifeng Campus . . .. 1:31.2 1:36.3 1:34.2 1:25.1
Group ................ .. 1:31.0 1:30.6 1:30.0 1:26.3
Notes:

(1) Calculated with the number of students as of 30 June and the number of teachers as of 31 August of the school year.

(2) Calculated with the number of students and the number of teachers as of 28 February of the school year.
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As advised by our PRC Legal Adviser, the teacher-to-student ratio of our colleges should be maintained
at a level of not less than 1:18 in accordance with applicable rules and regulations in the PRC, and each
of our colleges, namely, Anyang University, Shangqiu University and Shangqiu University Kaifeng
Campus, had not complied with such prescribed ratio during the Track Record Period. As advised by our
PRC Legal Adviser, the teacher-to-student ratio is one of the basic school operating condition indicators
GEAR RS 1) under the relevant PRC regulations; in the event that one of the basic school operating
condition indicators of a college does not meet the relevant regulatory requirement, the college shall
receive a yellow card issued by competent authority and its student admission will be subject to certain
restrictions; and in the event that a college receives a yellow card for three consecutive years, it shall
receive a red card issued by competent government authority and its student admission will be subject to
suspension. With a view to understanding whether the teacher-to-student ratio at our colleges below such
level would have any adverse effect on our school operations, in April 2018, we, with the assistance of
our PRC Legal Adviser, consulted an official of the Development Planning Office of Henan Provincial
Department of Education (ViF# %A HE#EEMIF|IE). During such consultation, we were given to
understand that such situation is to a certain extent common in private higher education institutions and
as our colleges have been proactively improving the situation, the authority has not issued any yellow or
red card to any of Anyang University, Shangqiu University or Shangqiu University Kaifeng Campus and
will not impose on our colleges any penalty or limitations on student enrolment or school operations. As
advised by our PRC Legal Adviser, the Development Planning Office of Henan Provincial Department of
Education (R & #EHEEEEHIEE) is a competent authority and the official interviewed had
appropriate authority to give the relevant confirmations during the interview. In addition, our colleges had
passed all annual inspections conducted by the relevant education authorities during the Track Record
Period. Each of our colleges has also obtained confirmation from competent education authorities
confirming that there was no record of administrative penalty imposed on the college as a result of any
breach of PRC laws and regulations. Our executive Directors have also confirmed that none of our colleges
has received any yellow or red card from, or been subject to any form of administrative penalty by,
competent authorities in relation to its compliance with the teacher-to-student ratio.

Based on the foregoing, our PRC Legal Adviser is of the view that our teacher-to-student ratio as set out
above would not constitute material breach under the standard of relevant PRC laws and regulations of our
Group as a whole.

We endeavor to continuously improve the quality of our education and the teacher-to-student ratio is one
of the many metrics under consideration. We will monitor and adjust the teacher-to-student ratio as
necessary and where practicable based on the needs of our increasing student enrolments and our schools’
education plans and activities without compromising the quality of our education or profitability. Our
teacher-to-student ratio for each of our colleges has consistently improved since the 2015/2016 school
year. We intend to devote additional resources to stepping up our teacher recruitment and retention efforts
going forward to further improve our teacher-to-student ratio and our overall teaching quality in light of
our growth in student enrolment and the complexity of our course offerings. Our efforts include (i)
attracting and recruiting young and middle aged teachers ("7 4F#fil) to fill appropriate roles in our
schools; such teachers are considerably more cost-effective and abundant in the market; (ii) recruiting
part-time teachers with more experience and lecturer or above designation to deliver subject-specific and
technical lectures of our colleges with flexible and variable work schedule and commitment; and (iii)
approaching and recruiting experienced and technical staff currently under the employment of enterprises
to come work for us as qualified laboratory and experimental teachers (B[ JI# ). Through our
various approaches in recruitment, we believe that we have sufficient access to an abundant source of
teaching resources that would enable us to improve our teacher-to-student ratio and, most importantly, the
quality of our education.
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Each of our Directors (other than our independent non-executive Directors) has confirmed that the
non-compliance with the teacher-to-student ratio (i) does not involve any fraud or dishonesty; (ii) has not
resulted in any compromise to the education quality of the relevant schools in any material respects; and
(iii) has not interfered with the normal operations of the relevant schools in any material respects. Having
considered the relevant facts and circumstances, the fact that we have not encountered any administrative
penalty or material disputes in relation to the non-compliance, and the view of our PRC Legal Adviser that
it would not constitute a material breach under the standard of relevant PRC laws and regulations of our
Group as a whole, our Directors are of the view that such non-compliance (together with any other
non-compliance incidents identified in this document) does not affect our Directors’ suitability to act as
directors of a listed issuer under Rules 3.08 and 3.09 of the Listing Rules or our suitability for listing under
Rule 8.04 of the Listing Rules. Based on the independent due diligence conducted by the Sole Sponsor,
nothing has come to its attention that would lead it to cast doubts on the views of our Directors above.

The following table sets forth a breakdown of our full time teachers in terms of education qualification
for the school years indicated:

For the school year

Highest academic degree obtained 2014/2015Y  2015/2016Y  2016/2017"  2017/2018%®
Doctoral degree ...................... 1 1 6 10
Master’s degree . ..................... 414 522 642 842
Bachelor’s degree . .................... 97 99 188 239
Others ........ ... ... ... ... ... ... - - - 3
Total . ..... ... ... ... ... ... . .. 512 622 836 1,094
Notes:

(D) As of 31 August of the school year.
(2) As of 28 February of the school year.

The following table sets forth a breakdown of our full time teachers in terms of their years of working
experience in the higher education industry as of 28 February 2018:

Shangqiu
Shangqiu Anyang University,
University University Kaifeng Campus Group

Number % Number Y% Number % Number %0
More than 10 years .. 205 34.7 22 6.6 37 22.0 264 24.1
5to 10 years ....... 114 19.3 127 37.9 6 3.6 247 22.6
Less than 5 years. . .. 272 46.0 186 555 125 74.4 583 53.3
Total .............. 591 100.0 335 100.0 168 100.0 1,094 100.0
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Teacher Recruitment

We recruit teachers based on the size of our current student enrolment and the number of newly admitted
students at the beginning of each school year. Before hiring each teacher, we typically consider his or her
prior teaching experience, academic record, graduation certificate and reference letters. We generally
conduct two rounds of interviews. The first round consists of a written exam and a simulated lecture. The
second round is an interview conducted by school principals, the human resources department, the office
of academic affairs, the teaching enhancement office and other offices of the relevant college. We also
conduct background check for our candidates during the recruiting process. We generally hire outstanding
recent graduates from colleges or graduate schools. We also hire competent teachers laterally from other
public and private schools in the PRC. In particular, we actively recruit experienced professors recently
retired from public universities and other institutions. As of the Latest Practicable Date, except in the case
of new teachers waiting to take the next available qualification exam, all the PRC teachers who teach
courses in our colleges possessed valid teacher qualification certificates (Zffi &%) issued by the PRC
government. As of the Latest Practicable Date, all foreign teachers who teach courses in our colleges held
valid foreign expert certificates (JMEIFZ7) issued by the PRC government.

We aim to optimise our employee structure by increasing the quality and diversity of our workforce. We
carefully evaluate various aspects of prospective employees, including their academic degrees, graduating
schools, titles and work experience. For example, we believe that recruiting teachers who graduated from
a wide range of different high-quality universities encourages intellectual exchange and helps expose our
students to different academic approaches.

Teacher Training

We provide our teachers with several types of trainings to improve their abilities. We have a group-level
teaching enhancement office, which supervises teacher training across our colleges. Newly hired teachers
undergo mandatory training programmes that cover, among others, teaching skills and techniques, teacher
management policies, and education theories. We also provide continuing training for our teachers so that
they can stay abreast of the changes in student demands, new teaching theories and/or methodologies,
changing testing standards and other trends. In addition, we have also established a number of exchange
programmes with enterprises so that our teachers can have the opportunity to study or do conduct research
both in China and abroad.

In order to expose our teachers to the latest technological developments in various industries, we also
periodically invite industry experts to provide trainings to our teachers and at the same time provide our
teachers with the opportunity to train or work in enterprises. To improve its teachers’ practical skills,
Shangqiu University Kaifeng Campus is developing a mandatory training programme for teachers that are
recent university graduates. Under this programme, teachers are required to work in enterprises or
production workshops to gain hands-on experience in the relevant industries. We believe that our teaching
staff can gain valuable knowledge and insights from these trainings.

Teaching Performance Evaluations

To ensure the quality of the educational services we provide to our students, we periodically monitor and
evaluate our teachers’ teaching quality. Each of our colleges has established a college-level department to
be responsible for the overall teaching quality supervision and evaluation and formulating a number of
quality standards governing all aspects of our teaching activities. Each college also has a team of teaching
supervisors. These supervisors periodically conduct teaching evaluations, which include in-class
observations, evaluation of our teachers’ class preparation and/or the effectiveness of their classroom
instructions. The evaluations generally focus on teachers’ moral qualities, teaching capabilities and subject
matter expertise, work attitude, teaching results in terms of various targets and personal character. As an
important part of the evaluation process, we encourage our students to complete teacher evaluations and
teaching satisfaction surveys at the end of each semester or school year and periodically organise meetings
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with students to understand their views on teachers’ performance. Such survey results are given a large
weight in the final evaluation result. We may take into consideration the performance of each teacher when
making decisions regarding their compensation. We generally award teachers who receive outstanding
performance reviews. For those teachers that fail to meet our rigorous standards, we generally talk to those
teachers and help them make new plans, improve teaching methods, guide them to revise classroom
instructions and improve their overall teaching ability. We allow them to improve their performance within
a certain period of time. If they still cannot satisfy our rigorous requirements, we will move them to
non-teaching positions or, if necessary, dismiss them. We believe we offer compensation to our teachers
that is competitive relative to that offered by public schools in the same areas where our colleges are
located. Compensation typically includes a base salary, hourly rates, subsidies and a performance bonus,
which is generally based on the teaching quality, scientific research achievements, work attendance and
other factors.

CAMPUS SERVICES

We make available campus services to our students. Meal catering services and medical care services
represent the two major services ordinarily required by our students.

During the Track Record Period and up to November 2017, we cooperated with a company beneficially
owned by Mr. Hou and Ms. Jiang to provide meal catering services for the benefit of our students in our
colleges. No payment of fees was involved in such cooperation. It was not our Group’s intention to carry
on any meal catering services as the provision of such services does not form a core part of our operations.
Therefore, with a view to aligning and rationalising our business objectives, such meal catering service
company was not injected into our Group. We also ceased cooperation with such meal catering service
company to delineate our operations from Mr. Hou, being our Controlling Shareholder. We began
cooperating with an Independent Third Party meal catering service company on normal commercial terms
in November 2017. Pursuant to such cooperation, we will receive approximately RMB3.5 million in
aggregate annually as management fee from such third party meal catering service company for using our
premises at Shangqiu University, Anyang University and Shangqiu University Kaifeng Campus to provide
meal catering services to our students. On this basis, we estimate that we would have received an
additional amount of approximately RMB3-3.5 million in the form of management fee income for each of
the three years ended 31 August 2017 and approximately RMBO0.9 million for the six months ended 28
February 2018, if we were to charge management fee on normal commercial terms from a third party meal
catering company. We generally require any of our catering providers to obtain relevant licences and
permits required by the applicable laws and regulations. To ensure the food quality and safety, we oversee
the meal catering services and inspect the daily operations of the dining halls.

Each of Shangqiu University and Anyang University operates a medical centre and provides medical care
services to our students. As advised by our PRC Legal Adviser, we have obtained the relevant licences and
permits required for operating these medical centres as required under applicable laws and regulations.

In certain serious and emergency medical situations, we will send our students to local hospitals for
treatment. In addition to medical care services, on-campus psychological counselling service is also
available at our colleges. The counselling service provides support for our students and helps them
overcome any difficulty or concern, whether it is related to study, future career or personal matters, they
may be experiencing, develop emotional resilience and enable them to fulfil their academic and personal
potential.

See “Risk Factors — Risks Relating to Our Business and Our Industry — Our business and reputation
could be materially and adversely affected in the event of incidents resulting from quality issues of our
catering or medical services.”
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POTENTIAL IMPLICATIONS OF THE 2016 DECISION AND THE MOJ DRAFT FOR
COMMENTS

The 2016 Decision
Overview

On 7 November 2016, the 2016 Decision, namely the Decision on Amending the Law for Promoting
Private Education of the PRC ( (BHIAME <3 N\ RALFNE R E (L HEES IR E) ) was approved by
the Standing Committee of the National People’s Congress, which became effective on 1 September 2017.
The 2016 Decision has made certain amendments to the Law for Promoting Private Education. According
to the 2016 Decision, school sponsors of private schools can choose to establish schools as non-profit or
for-profit entities, with the exception of schools providing compulsory education, which can only be
established as non-profit entities. For details of the amendments pursuant to the 2016 Decision, including
the major differences between non-profit schools and for-profit schools, please refer to “Regulations —
Regulations on Private Education in the PRC — The Law for Promoting Private Education and the
Implementation Rules for the Law for Promoting Private Education” of this document.

Implications

The 2016 Decision may have the following implications for our business:

Election of For-profit or Non-profit Status

Each of our schools is required to elect to be treated as a for-profit school or a non-profit school within
a transitional period determined by the local government authorities. As of the Latest Practicable Date, we
had not made a definitive decision with regard to the status of any of our schools. The 2016 Decision is
silent on specific measures regarding how existing private schools can elect to become for-profit schools
or non-profit schools, which, according to the 2016 Decision, shall be further clarified by relevant
regulations to be promulgated by the local government authorities. On December 20, 2017, Hubei
Municipal Government promulgated the Implementation Opinions of Hubei Government on Promoting the
Healthy Development of Private Education ( <# A RBURT BRI S B4t & g 5 B A e 2 R I R et b
BRMEME ) ) (the “Hubei Implementation Opinions”). On 2 February 2018, Henan Municipal
Government promulgated the Implementation Opinions of Henan Government on Encouraging the
Operation of Education by Social Forces and Promoting the Healthy Development of Private Education
( G N REBUG BRSO AL & ) 8 BUREE 1 — P AOE RIFE R R EEE ) ) (the “Henan
Implementation Opinions”). Pursuant to the Hubei Implementation Opinions and the Henan
Implementation Opinions, school sponsors of private schools are allowed to register and operate the
schools as for-profit private schools or non-profit private schools. After obtaining the permit for operating
a private school, non-profit schools shall apply to local counterparts of the Ministry of Civil Affairs of the
PRC for the registration, while for-profit private schools shall apply to local counterparts of SAIC for the
registration. Schools shall finish the re-registration procedure in principle before 1 September 2020. The
relevant departments of the provincial government authorities and the government of all municipalities
and counties shall formulate the detailed rules to promote the aforesaid classification registration reform.
As of the Latest Practicable Date, as advised by our PRC Legal Adviser, the detailed requirements and
policies regarding the application procedures have not been formulated in Henan or Hubei province. On
19 January 2018, we and our PRC Legal Adviser conducted an interview with the Henan Ministry of
Education and the officer confirmed that the Henan implementation rules on the new classification system
under the Amendment are expected to be published in 2018, but schools will not be required to choose to
register as for-profit or non-profit private school immediately upon the publication of implementation
rules. There will be a transition period of no less than five years, during which schools may operate in their
current conditions. On 15 January 2018, we and our PRC Legal Adviser conducted an interview with the
Hubei Ministry of Education and the officer confirmed that the Hubei implementation rules on the new
classification system under the 2016 Decision have not been published yet. Upon their publication, schools
will be entitled to a transitional period to complete the re-registration progress. However, the exact time
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when the Hubei implementation rules will be published and when the relevant authorities will begin
accepting re-registration applications remains to be considered and confirmed by relevant government
authorities. As a result, the exact timing for our schools to make the election between for-profit schools
and non-profit schools remains uncertain.

Contractual Arrangements

Our PRC Legal Adviser has advised us that, the 2016 Decision has no material impact on the Contractual
Arrangements. The 2016 Decision does not prohibit the operation of higher education in the PRC through
the Contractual Arrangements, and does not prohibit payment of service fees by private schools to their
service providers, including the payment of fees pursuant to the Contractual Arrangements. However, the
Regulation on Operating Sino-foreign Schools of the PRC ( {H#E A RILFNE NS 1EHRERP ) ), the
Foreign Investment Industries Guidance Catalogue (as amended in 2017) ( i e R E H #2017
FE%T)) ) and other relevant PRC laws and regulations continue to restrict the foreign operation of higher
education to the form of Sino-foreign cooperation. Therefore, the Contractual Arrangements remain
necessary for the operation of our schools in China.

Re-registration as For-profit or Non-profit Private Schools

Under the 2016 Decision, a private school electing to re-register as a for-profit school must carry out
financial settlement procedures, clarify property ownership, pay relevant taxes and fees, and re-apply for
registration. The specific registration requirements for existing private schools shall be formulated by the
provincial governments. Pursuant to the Henan Implementation Opinion, Private HEIs in Henan Province
shall complete the re-registration procedures by the end of year 2022. Despite the issuance of the Henan
Implementation Opinions and the Hubei Implementation Opinions, the specific requirements, policies and
procedures for re-registration as for-profit or non-profit private schools remain unclear in Henan and
Hubei provinces. As such, we are unable to quantify the impact that the 2016 Decision may have on our
business operations. For risks associated with the 2016 Decision and relevant new regulations in general,
please refer to “Risk Factors — Risks Relating to Our Business and Our Industry — We are subject to
uncertainties brought by the 2016 Decision and the MOJ Draft for Comments” of this document. We will
closely monitor the progress of the promulgation of the implementation regulations and seek legal advice
from our legal advisers from time to time before making any decisions in relation to the 2016 Decision
(including any proposed election of status by any of our schools) and will update our Shareholders and
investors in this regard by way of disclosure in announcement and/or annual/interim reports, as and when
appropriate.

The MOJ Draft for Comments
Overview

On 20 April 2018, the MOE issued the MOE Draft for Comments, namely the Draft Revision of the
Regulations on the Implementation of the Law for Promoting Private Education of the PRC (the Draft for
Comments) ( (¥ A RICHNE R HFECE ML BB M (IBRT ) (BeR B AR)) ), to seek public
comments, and on 10 August 2018, the MOJ issued the MOJ Draft for Comments based on a revised
version of the MOE Draft for Comments, namely, the Draft Revision of the Regulations on the
Implementation of the Law for Promoting Private Education of the PRC (the Draft for Examination and
Approval) ( {FF#E N RILFNE R PFECE ML B P (IEFT 5 L) (% #FM)) ), to seek public comments.
The MOJ Draft for Comments further promotes the development of private education by providing that
a private school shall enjoy rights or preferential policies stipulated by laws equivalent to those applicable
to a public school, which shall primarily include: (i) a non-profit private school shall enjoy the same tax
policies as that enjoyed by a public school and the relevant tax concession, and a for-profit school shall
enjoy tax preferential treatments and other preferential policies applied to industries encouraged by the
state for development, of which the specific provisions shall be formulated jointly by the administrative
department for finance, taxation and other relevant administrative departments of the State Council; and

136



BUSINESS

(i) the local people’s governments shall grant preferential treatments in terms of land use by means of
allocation in accordance with the principle of treating non-profit private schools equally as public schools,
and for schools that provide education for academic credentials, may provide lands by means of bid
invitation, auction or listing, assigning contracts, long-term lease or combination of sale as well as rental,
and may give appropriate preferential treatment on charges for the assignment or rental of land, and may
permit payment in instalments.

The MOJ Draft for Comments stipulates further provisions of the operation and management of private
schools, such as our PRC Operating Schools and Hubei College. Among other things, (i) a non-profit
private school shall use the accounts filed with the competent authorities for charging fees and financial
transactions, and a for-profit private school shall deposit the income into a specific settlement account of
its own; (ii) a private school shall conduct any connected transactions in a manner that is open, justified
and fair and shall establish disclosure mechanisms for such transactions. Any agreement involving
material interests or any long-term and recurring agreement entered into between a non-profit private
school and its connected party shall be reviewed and audited by the relevant government authorities in
terms of necessity, legitimacy and compliance; and (iii) the registered capital of a for-profit private school
providing higher diploma education shall be no less than RMBO0.2 billion.

Implications on our PRC Operating Schools

Based on our current understanding and interpretation of the MOJ Draft for Comments, (i) there would not
be any substantive implications on the legal framework of any of our PRC Operation Schools; and (ii) each
of our PRC Operating Schools is expected to be grandfathered with respect to its election to register as
a for-profit private school or a non-profit private school on the basis that the MOJ Draft for Comments
recognises existing group school sponsoring operations and does not explicitly require private schools
currently controlled by such sponsors to elect to register as for-profit private schools or non-profit private
schools. We may be required to increase the registered capital of each of our PRC Operating Schools to
no less than RMBO0.2 billion should we register it as a for-profit private school. As of the Latest Practicable
Date, Shangqiu University and Anyang University had a registered capital of RMB80,320,000 and
RMB80,000,000, respectively. We consider that the amount required to increase the registered capital of
each of the Shangqiu University and Anyang University to RMBO0.2 billion is immaterial to the Group as
a whole and would not adversely affect the financial position of our Group.

Implications on our expansion strategy

The MOJ Draft for Comments may have certain implications on our expansion strategy through
acquisition. Our acquisition may be limited to for-profit private schools only. For a detailed discussion,
please refer to “Business — Our Business Strategies — Expand our market coverage and market share”.

Implications on Hubei College

According to our current understanding and interpretation of the MOJ Draft for Comments, the MOJ Draft
for Comments may have certain implications on Hubei College, being an independent college of Yangtze
University, electing to register as a non-profit private school or a for-profit private school in the future.
Pursuant to the MOJ Draft for Comments, public schools shall not invest or participate in investing
for-profit private schools while public schools are permitted to participate in investing non-profit private
schools. As advised by our PRC Legal Adviser, if the Revision of the Implementation on the Law for
Promoting Private Education of the PRC ( {1 #E A RILAIE R HFAH IR R BRG] (BRI ZE)) ) (the
“Revision of the Implementation Rules”) is eventually adopted in the current form of the MOJ Draft for
Comments and our acquisition of Hubei College is completed prior to the effective date of the MOJ Draft
for Comments and the due date for Hubei College to register as a non-profit private school or a for-profit
private school as required by the Education Department of Hubei Province (i.e., 1 September 2020), and
if Hubei College chooses to register as a for-profit private school after relevant regulations and rules are
promulgated, we may be required to terminate the cooperation with Yangtze University currently in effect
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and comply with the local implementation rules. Such termination is subject to further negotiations among
the parties and MOE approval and we may need to pay certain termination fee. We do not currently have
any definitive indication on how much the termination fee will be. There is also no assurance that we will
be able to agree on a reasonable termination fee to proceed with the termination (see also “Risk Factors
— Risk Relating to Our Business and Our Industry — We may not be able to successfully expand our
business through acquisitions” and “Risk Factors — Risks Relating to Our Business and Our Industry —
We may not be able to register Hubei College as a for-profit private school or complete relevant
procedures or obtain the government registrations under the current form of the MOJ Draft for
Comments”.

If the Revision of the Implementation Rules is eventually adopted in the current form of the MOJ Draft
for Comments and our acquisition of Hubei College is completed prior to the effective date of the MOJ
Draft for Comments and the due date for Hubei College to register as a non-profit private school or a
for-profit private school as required by the Education Department of Hubei Province (i.e., 1 September
2020), and if we choose to register Hubei College as a non-profit private school with Yangtze University
remaining as one of the school sponsors, we will be required to satisfy certain requirements in accordance
with the MOJ Draft for Comments. See “Risk Factors — Risks Relating to Our Business and Our Industry
— Hubei College is required to satisfy certain requirements under the current form of the MOJ Draft for
Comments if it chooses to register as a non-profit private school, which may subject Hubei College to
operational risks”. Hubei College currently operates its campus facilities provided by Yangtze University
and has planned to build a new campus in Jingzhou that will replace its existing campus. For more details,
see “Business — Additional College to Be Acquired by Our Group”. As advised by our PRC Legal
Adviser, except for the forgoing, there is no substantial legal impediment for Hubei College to comply
with other requirements under the MOJ Draft for Comments should it register as a non-profit private
school. Our Directors are of the view that, as a practical matter, Hubei College is not expected to encounter
any substantial difficulties in complying with the requirements should it choose to register as a non-profit
private school according to the current form of the MOJ Draft for Comments, given that Hubei College
has definitive plans to relocate its existing campus to the new campus to be constructed in Jingzhou.
Furthermore, to give effect to our acquisition of Hubei College, we intend to gradually minimise the extent
of Hubei College’s reliance on, and affiliation with, Yangtze University with a view to ensuring the Hubei
College operates independently from Yangtze University.

Upon the School Sponsor becoming a school sponsor of Hubei College pending the final approval of the
MOE and registration with the provincial civil affairs authorities (see “History, Reorganisation and
Corporate Structure — Acquisition of Hubei College”), we expect to enter into contractual arrangements
and consolidate its results of operations into those of our Group.
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Scenario analysis of our acquisition of Hubei College

In view of the MOJ Draft for Comments and our acquisition of Hubei College (the “Acquisition”) pending
the change of school sponsor from Oilfield Education to the School Sponsor to be approved by the MOE,
we have summarised below the possible scenarios of the Acquisition based on our current understanding

and interpretation of the MOJ Draft for Comments:

Scenario | Sequence of events Outcome
1. (1) the Acquisition completes; On the date the MOJ Draft for Comments
(2) the MOJ Draft for Comments becomes | becomes effective, Hubei College is
effective; expected to be grandfathered with respect to
(3) the due date to register as a non-profit | its election to register as a for-profit private
private school or a for-profit private | school or a non-profit private school. On the
school as required by the Education | Due Date, Hubei College may register as (i)
Department of Hubei Province (i.e., 1 | a for-profit private school provided that its
September, 2020, the “Due Date”); collaboration with Yangtze University shall
cease subject to MOE approval; or (ii) a
non-profit private school.
2. (1) the Acquisition completes; On the Due Date, Hubei College may
(2) the Due Date; register as a for-profit private school or a
(3) the MOJ Draft for Comments becomes | non-profit private school. On the date the
effective; MOJ Draft for Comments becomes effective,
Hubei College may maintain its registration
3. (1) the Due Date; status as it is expected to be grandfathered;
(2) the Acquisition completes; however, if it had registered as a for-profit
(3) the MOIJ Draft for Comments becomes | private school with Yangtze University
effective; remaining as one of the school sponsors on
the Due Date, it will be required to cease
collaboration with Yangtze University
subject to MOE approval.
4. (1) the MOJ Draft for Comments becomes | On the Due Date, Hubei College shall
effective; register as a for-profit private school and
(2) the Acquisition completes; cease collaboration with Yangtze University
(3) the Due Date; subject to MOE approval.
5. (1) the MOJ Draft for Comments becomes | In order for the Acquisition to continue,
effective; Hubei College will need to register as a
(2) the Due Date; for-profit private school and cease
(3) the Acquisition completes; collaboration with Yangtze University
subject to MOE approval, with Oilfield
6. (I) the Due Date; Education remaining as the only registered
(2) the MOIJ Draft for Comments becomes | school sponsor and we will negotiate with
effective; Oilfield Education to change the school
(3) the Acquisition completes; sponsor from Oilfield Education to the
School Sponsor.
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Our acquisition of Hubei College under the worst case scenario (i.e. scenario 5 or 6 illustrated above) will
be subject to uncertainties and may involve complicated and time-consuming processes, including
potentially protracted negotiations with each of Yangtze University and Oilfield Education. During such
negotiations, we will primarily focus on (i) appropriate termination arrangements with respect to the
collaboration with Yangtze University and Oilfield Education’s commitment to cooperate with us in
obtaining all necessary approvals in relation to such termination arrangements; (ii) Oilfield Education’s
commitment to using its best endeavours, as the only registered school sponsor of Hubei College after
cessation of collaboration with Yangtze University, to facilitate the change of school sponsor to the School
Sponsor as soon as possible after the collaboration with Yangtze University has ceased; and (iii)
compensation arrangements if Oilfield Education and/or Yangtze University default(s) in its/their
obligations or the change of school sponsor is incapable of being consummated.

Current status of the MOJ Draft for Comments

The MOJ required comments from the public on the MOJ Draft for Comments, if any, to be submitted prior
to 10 September 2018, but has not provided the timeframe for the promulgation of the implementation
rules on the Law for Promoting Private Education of the PRC. As of the date of this document, no
implementation rules on the Law for Promoting Private Education of the PRC have been promulgated.
Uncertainties exist with respect to the interpretation of the MOJ Draft for Comments and the
implementation of the MOJ Draft for Comments by the competent authorities may deviate from our current
understanding and interpretation of them. We will pay close attention to the MOJ Draft for Comments and
consult with our PRC Legal Adviser for the developments of the MOJ Draft for Comments and other
related publications and promulgations.

Special committee to monitor development

As of the Latest Practicable Date, we were not in a position to accurately assess the potential impact of
the election of registering as a for-profit private school or non-profit private school for our PRC Operating
Schools and Hubei College, and in turn our Group as a whole and make any informed decision in relation
to the 2016 Decision and the MOJ Draft for Comments. Therefore, as of the Latest Practicable Date, we
had not elected nor decided as to whether our PRC Operation Schools and Hubei College will be registered
as for-profit private schools or non-profit private schools. As part of our measures to mitigate any
compliance risk in relation to the 2016 Decision, the MOJ Draft for Comments and other relevant
developments, including our decision to register our PRC Operating Schools and Hubei College as
for-profit private schools or a non-profit private schools in the future, we have established and assigned
the responsibility to a special committee (comprising Mr. Hou, our chief executive officer and executive
Director, Mr. Cheng Yinxue (F£E%%), chancellor of Shanggiu University and Mr. He Haipeng (),
chancellor of Anyang University) led by Mr. Hou to pay close attention to the developments of the relevant
policies and regulations, including the 2016 Decision and the MOJ Draft for Comments and the operations
of our PRC Operating Schools and Hubei College and we will promptly consult with our PRC Legal
Adviser as and when required. In particular, given that the MOJ Draft for Comments introduced the
requirement that public schools shall not invest or participate in investing for-profit private schools, we
will closely monitor its development and our expansion strategy of acquiring independent colleges in the
future (see also “Business — Our Business Strategies — Expand our market coverage and market share”).
We will assess whether the MOJ Draft for Comments or other relevant implementation rules and
regulations in the future will present practical challenges or compliance issues to any future acquisition
of independent colleges. Such special committee will ensure that our acquisition in the future will fully
comply with the relevant rules and regulations in effect from time to time. We will ensure that any decision
will be made on a fully informed basis by our Board taking into account the findings of such special
committee and will update our Shareholders and investors in this regard by way of disclosure in
announcements and/or annual/interim reports, as and when appropriate.
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COMPETITION

The educational services market in China is rapidly evolving, highly fragmented and competitive.
According to Frost & Sullivan, the number of private universities in China reached 746 in 2017. In 2017,
students attending private universities accounted for approximately 22.8% of the total number of
university students in China. As we operate in Central China, we face competition primarily from public
and private schools in this region, particularly Henan Province, where all of our current colleges are
located. Competition in the private higher education industry is primarily based on brand recognition, the
scope and quality of education programmes, graduate employment rate, student quality, experience and
skills of the management team, and the ability to attract and retain qualified teachers.

We expect the competition in the private education market to persist and intensify. Some of our existing
and potential competitors, especially public universities, have governmental support in the form of
government subsidies and other payments or fee reductions. Our competitors may devote greater
resources, financial or otherwise, than we can to student recruitment, campus development and brand
promotion, and respond more quickly than we can to changes in student demands and market needs. See
the sections headed “Risk Factors — Risks Relating to Our Business and Our Industry — We face intense
competition in the PRC higher education industry, which could lead to adverse pricing pressure, reduced
operating margins, loss of market share, departures of qualified employees and increased capital
expenditures” and “Industry Overview” in this document for more information.

CUSTOMERS AND SUPPLIERS

Our customers primarily are our students. We did not have any single customer who accounted for more
than 5% of our revenue for each of the years ended 31 August 2015, 2016 and 2017 and the six months
ended 28 February 2018.

Our suppliers primarily comprise suppliers of textbooks, uniforms and teaching equipment, and
construction companies for building campus facilities. For the years ended 31 August 2015, 2016 and 2017
and the six months ended 28 February 2018, purchases from our five largest suppliers amounted to
RMB40.1 million, RMB52.8 million, RMB60.2 million and RMB61.2 million, respectively, which
represented 71.0%, 65.9%, 63.0% and 65.1% of our total purchases in the respective periods. During the
same periods, purchases from our largest supplier amounted to RMB19.7 million, RMB20.1 million,
RMB32.1 million and RMB37.3 million, respectively, which represented 34.8%, 25.1%, 33.6% and 39.7%
of our total purchases in the respective periods. Our largest supplier during the Track Record Period is a
construction company that we engaged to construct campus facilities. None of our Directors, their
respective associates, or any Shareholder who, to the knowledge of our Directors, owns more than 5% of
our issued capital, has any interest in any of our five largest suppliers during the Track Record Period and
up to the Latest Practicable Date.
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INTELLECTUAL PROPERTY

As of the Latest Practicable Date, we owned two registered trademarks and six domain names in the PRC,
that are material to our business. In addition, as of the Latest Practicable Date, we had made seven
trademark applications in the PRC and three trademark applications in Hong Kong that are material to our
business. See the section headed “Statutory and General Information — B. Further Information about Our
Business — 2. Intellectual property rights” in Appendix V to this document for more information.

We carry on our business in the PRC with the tradename “Chunlai” (%) and will use our best endeavours
to protect our use of such tradename. Two brothers of Chairman Hou control and operate certain schools
in Henan Province offering primary school and high school education also bearing the name “Chunlai” (¢
). We do not have any interest in, and are not involved in the operation of, these schools. Furthermore,
these schools do not directly or indirectly compete with us as they are engaged in compulsory education,
while we are engaged in higher education. See also the section headed “Risk Factors — Risks Relating
to Our Business and Our Industry — We may face disputes from time to time relating to the intellectual
property rights of third parties” in this document.

“Chunlai” is the first name of Chairman Hou, our chairman and founder. Such tradename is significant to
our Group as our school operations were established on, and have been closely associated with, such
tradename, particularly in Henan Province. Chairman Hou has procured his two brothers to undertake not
to engage in any other businesses under the tradename “Chunlai”. With a view to managing any resultant
reputation risk, we will display disclaimers on the relevant recruitment materials and information pages
as appropriate to clarify that the schools operated by the two brothers of Chairman Hou do not form part
of our Group, and the two brothers have also undertaken to do the same with respect to the schools
operated by them. We have submitted application to register the “Chunlai” tradename in the PRC (see also
“Statutory and General Information — B. Further Information about Our Business — 2. Intellectual property
rights” in Appendix V). We, with the assistance of intellectual property advisers, regularly monitor the use
of “Chunlai” or similar tradename by other third parties, particularly within the education industry in the
PRC, with a view to identifying whether there are other third parties passing off their own services or
schools as those operated by us, and other potential intellectual potential infringements. As of the Latest
Practicable Date, we were not aware of any infringement that would potentially have a material adverse
impact on our operations. As and when appropriate, we will seek the assistance of intellectual property
advisers to collect evidence and take legal actions to deter infringements by other third parties.

During the Track Record Period and up to the Latest Practicable Date, we had not been subject to any
intellectual property infringement claims that had any material impact on our Group.
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AWARDS AND RECOGNITIONS

We have received many awards and recognitions since our establishment in recognition of the quality of
education we provide and the outstanding achievements of our students. The following table sets forth

some of the awards and recognition we received during the Track Record Period:

Year Award/accreditation Awarding organisation Awarded entity
2017 2016 Model School of Henan Province Higher Education Shangqiu University
(1T Bl 201 648 ST ERA%) Committee of the Henan
Provincial Committee of
the Communist Party of
China and Education
Department of Henan
Province
2017 2017 Exemplary University for High- Henan Daily Newspaper Anyang University
quality Employment (Golden Candle Group
Award) of Henan Province ({1[F & “4:
AT = E SR A
2015 2015 Outstanding Private School Education Department Anyang University
Q0154 MR 75 RIFERAS) of Henan Province
2015 2014 Outstanding Educational Henan Province Private =~ Shangqiu University
Institution (20144F & 5 i HFEL B () Education Association
2015 2014 Outstanding Educational Henan Province Private =~ Anyang University
Institution (20144F [ 5 i HFEL B () Education Association
2015 First China “Internet+” University Education Department, Shangqiu University
Student Innovation and Department of Human
Entrepreneurship Competition Resources and Social
Outstanding Organisation Award Security, Commission of
(E 8B BB A+ KA R AIZEK Industry and
T 1B 5 A Ak Information Technology,
Finance Department,
Commerce Department
and Communist Youth
League Committee of
Henan Province
2015 Most Beautiful University Campus in Henan Education Press Shangqiu University
Henan Province and the journal of
(TR B B KA ) Henan Education
(Higher Education
Edition)
2014 2014 Provincial Private Higher Education Department Shangqiu University

Education Brand Name Major
Development Unit (201442 R
S B b R RS R B

of Henan Province
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EMPLOYEES

As of 31 August 2015, 2016 and 2017 and 28 February 2018, we had 1,762, 1,974, 2,275 and 2,687
employees, respectively. As of 28 February 2018, all of our employees were located in Henan Province.
The following table sets forth the total number of employees by function as of 28 February 2018:

Number of
Function employees % of total
TEAChETS . ..\ttt ettt 1,718" 63.9
Administrative staff .. ... ... ... . ... 336 12.5
Ancillary teaching staff® ... ... ... ... ... . ... .. ... ... .. 260 9.7
Other staff . .. ... ... . . 373 13.9
Total ... ... . . 2,687 100.0

Notes:
(1) Including 1,094 full-time teachers and 624 part-time teachers.

(2) Ancillary teaching staff includes employees providing assistance in academic activities, such as librarians, laboratory
assistants and equipment maintenance staff members.

As required by the PRC laws and regulations, we participate in various employee social security insurance
plans for our employees that are administered by local governments, including, among others, housing
provident fund, pension, medical insurance, maternity insurance, employment injury insurance and
unemployment insurance. According to the relevant laws and regulations in the PRC, the amount we are
required to contribute for each of our employees under such plans should be calculated based on the
employee’s actual salary level of previous year, and be subject to a minimum and maximum level as from
time to time prescribed by local authorities. During the Track Record Period, we had not made
contributions to the social insurance plans and housing provident funds for all of our employees based on
their actual salary level. If we were to make contributions based on the actual salary level of our
employees during the Track Record Period, we estimate that we would have to make an additional
contribution of approximately RMB14.8 million, RMB14.7 million and RMB12.5 million for each of the
three years ended 31 August 2017 and approximately RMBS8.8 million for the six months ended 28
February 2018. Based on the various written confirmations from, and consultations with, the relevant local
competent authorities, we were given to understand that the relevant authorities accepted the basis on
which our contributions were made and would not compel us to make supplementary contributions or
impose any penalty on us, and our PRC Legal Adviser is of the view that the risk of us being subject to
any administrative penalty is remote.

As of the Latest Practicable Date, we had not received any notice from any government authorities
objecting the basis on, and the manner in, which our contributions to employee security plans are made
or experienced any form of regulatory intervention in relation to our contributions to employee security
plans. On the basis of the outcome of the interviews we had with competent authorities and the advice from
our PRC Legal Adviser that the risk of administrative penalty is remote, we consider that the
non-compliance issues concerning our contributions to employee security plans would not have a material
adverse effect on our business, financial condition or results of operations. Furthermore, our Controlling
Shareholders have provided an indemnity in favour of us with respect to any loss we may suffer in
connection with our contributions to employee security plans (See “E. Other information — 1. Deed of
Indemnity” in Appendix V) and our Directors are satisfied that our Controlling Shareholders are
financially capable of honouring such indemnity. On the basis of the foregoing, we did not make any
relevant provision in our financial statements.
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We are committed to be fully compliant with employee security plans and make contributions based on
the actual salary level of our employees going forward. We have been proactively liaising with the relevant
authorities for such purpose. As an upward adjustment of our payment base will also correspondingly
increase the contribution amount by our employees, we are also in the process of communicating with our
employees with a view to seeking their understanding and cooperation in complying with the applicable
payment base. We expect to gradually rectify our payment base for all of our employees going forward.
We have obtained written confirmations from competent authorities that they do not object to our proposal
of gradually adjusting our payment base and will not impose any penalty on us during the rectification
process. The authorities have not imposed any deadline for our compliance. Our compliance with
employee security plans is in part subject to cooperation from our employees, who may not be receptive
and have a different attitude towards such plans. We will use our best endeavours to comply with the
requirements in full as soon as practicable and in any event by 1 September 2021. We will seek assistance
from our PRC Legal Adviser and confirm with the relevant authorities on our assessment of the adjusted
payment base.

With a view to ensuring our full compliance with employee security plans going forward, we have
enhanced our internal control measures, including assigning designated personnel (including the managers
of finance department and administrative department of each of our colleges) to monitor the status of the
contributions to social insurance plans and housing provident funds on a monthly basis in order to ensure
that we have made these contributions in full for our employees and on a timely basis in accordance with
the applicable laws and regulations. Written records with respect to the status of the contributions to social
insurance plans and housing provident funds are properly prepared, maintained and reviewed by the
designated personnel on a monthly basis. In addition, we also arrange regular training for our Directors
and senior management on the latest development of the relevant laws and regulations. We have designated
a member of our senior management, Mr. Jiang Yongqi (#%7KJ#), to be in charge of our on-going
compliance with employee security plans. As discussed above, we recognise that our full compliance with
employee security plans is subject in part to cooperation from our employees, which is primarily the
reason why we expect that full compliance is a gradual process to be realistically achieved by September
2021. We endeavour to achieve full compliance with employee security plans while maintaining employee
stability and minimising any negative reactions. As part of our enhanced internal control measures, we are
continuously strengthening our communication efforts with our employees and where feasible, and we
provide for a reasonable transition period for the relevant employees to accept our adjustment of the
payment on a case-by-case basis. We closely monitor our recruitment process and have established
mandatory procedures to ensure that all new employees will acknowledge and agree to our payment base
in strict adherence to the standard prescribed by relevant laws and regulations from time to time. In the
extreme circumstances where existing employees refuse to accept our adjustment of the payment base to
the required standard despite our repeated communication efforts and education, our enhanced internal
control measures provide that the legal department and human resources department will coordinate to
terminate the relevant employment and identifying suitable replacement. Our Directors confirm that the
above internal control measures have been duly adopted and implemented.

Our Directors are of the view that that our enhanced internal control procedures are adequate and effective
in preventing future non-compliance with employee security plans. Our internal control consultant has
reviewed our design and implementation of the internal control measures set out above. Based on the
foregoing, our internal control consultant concurs with the views of our Directors that: (i) we have
properly designed the internal controls for the purpose of preventing non-compliance with employee
security plans; and (ii) such internal controls have been effectively implemented, save for the adjustment
of payment base that we will implement gradually as set out above.
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Each of our Directors (other than our independent non-executive Directors) has confirmed that the
non-compliance with employee security plans (i) did not involve any fraud or dishonesty; and (ii) was
primarily attributable to his/her unfamiliarity with the relevant requirements and inconsistent
implementation or interpretation of the relevant regulations and policies by the local authorities, such that
he/she considered that it was acceptable to make the relevant contributions using a payment base
acceptable to local authorities. Having considered the relevant facts and circumstances, the fact that we
have not experienced any regulatory intervention or material disputes in relation to the non-compliance,
our rectification measures taken, our enhanced internal control measures adopted to prevent recurrence of
the non-compliance, our Directors are of the view that the non-compliance does not affect our Directors’
suitability to act as directors of a listed issuer under Rules 3.08 and 3.09 of the Listing Rules or our
suitability for listing under Rule 8.04 of the Listing Rules. Based on the independent due diligence
conducted by the Sole Sponsor, nothing has come to its attention that would lead it to cast doubts on the
views of our Directors above.

Each of our colleges has established a workers’ union, and its employees may join the workers’ unions
voluntarily. During the Track Record Period, we did not experience any material labour disputes.

We believe the quality of our education is strongly tied to the quality of our teachers. We have
implemented training and recruitment policies in order to uphold the quality of our teachers. See
“— Teachers and Teacher Recruitment” above in this section for details of our training and recruitment
policies for our teachers and other educational staff.

PROPERTIES

As of the Latest Practicable Date, we operated on ten pieces of land in the PRC with a total site area of
approximately 2.2 million sq.m. and buildings with a total GFA of approximately 0.59 million sq.m. All
of the above properties are used for non-property activities as defined under Rule 5.01(2) of the Listing
Rules. See the section headed “Property Valuation Report” in Appendix III to this document for more
information.

Owned Properties
Land

The following table sets forth a summary of the land used by our colleges as of the Latest Practicable Date:

Gross Our Land use
Land use site area Permitted existing right
No.  right owner  Occupier  Description/location (sq.m.) use use Expiry date certificate
1 Anyang Anyang Southeast of the intersection of 609,963.95 Education Education No expiration Obtained
University University ~ Zhonghua Road and Anlin Highway, date™”

Wenfeng District, Anyang, Henan
Province ({117 A % i SO I [ v 3 s B
LTINS SR
2 Shanggiu Shangqiu ~ West of Chenfeng Avenue and south of ~ 658,770.462 Education Education No expiration Obtained

University University ~ Changjiang Road (REUKHEFM ~ RiL date™”
B )
3 Shanggiu Shangqiu ~ West of Huayu Road and south of 33,305.701 Education Bducation No expiration Obtained
University ~ University ~ Changjiang Road (BB BETIMI - RITH% date”
FIf)
4 School Shanggiu  North of Shangyong Road (Fk L fHl) 37,576 Education Education No expiration ~Obtained
Sponsor University date'
5 N/A Shangqiu  North of Beihai Road East and east of 14,244 N/A Education N/A Not
University ~ Chuxing Feed Mill (AL H LI ~ 2 obtained®
B RRRLIR)
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Gross Our Land use
Land use site area Permitted existing right

No.  right owner  Occupier  Description/location (sq.m.) use use Expiry date certificate

6 An Shangqiu  East of Maxin Village, Pingtai Town 67,380 Industrial Education No expiration Obtained
Independent ~ University ~ (FAESFHERM) date”

Third Party®
7 An Shangqiu  East of Maxin Village, Pingtai Town 72,284.10 Industrial Education No expiration Obtained
Independent ~ University ~ (FA#GFIERM) date”
Third Party"®)
8 N/A Shanggiu  East of Shangding Road and south of 101,151.223 N/A Education N/A Not
University ~ Changjang Road (7 B UM 6L VT #% obtained”
A
9 Shangqiu Shanggiu  North of Fuxing Road, south of Fifth 403,736.80 Education Education No expiration Obtained
University ~ University ~ Avenue and east of Seventh Avenue, date™”
Kaifeng Educational Park, Kaifeng new district,
Campus Longting District, Kaifeng, Henan
Province (B HHTTE S EAEHE
WAE R R EE AL - HRELIR
EREUR)
10 NA Shangqiu  North of Fuxing Road, south of Fifth 206,364.1 N/A Education N/A Not
University ~ Avenue and east of Seventh Avenue, obtained”
Kaifeng Educational Park, Kaifeng new district,
Campus Longting District, Kaifeng, Henan
Province (17 % FE T fE 2 [ BT
WA R BRI DAL » FORAERARY »
LREUR)
Total 2,204,776.436

Notes:

(1) The land use right was acquired through allocation (##). According to applicable laws and regulations in the PRC, any land
use right obtained through such means has no expiration date.

(2)  Shanggiu University is in the process of applying for the land use right certificate. Based on our consultation with the
competent local authority, we were given to understand that the land use planning has already been changed to education, and
we would not be subject to any regulatory intervention. Based on our communication with the relevant authority, the relevant
authority is in the process of allocating (#|##) the land to Shangqiu University, subsequent to which we will be able to apply
for the land use right certificate. Based on our understanding of the process involved, we conservatively estimate that we will
be able to obtain the land use right certificate in early 2019.

3) Shangqiu University purchased these pieces of land from an Independent Third Party. The applications to change the permitted
use to education and the land use right owner to Shangqiu University are being processed. Based on our consultation with
the competent local authority, we were given to understand that the land use planning has already been changed to education,
and we would not be subject to any regulatory intervention. Based on our communication with the relevant authority, the
relevant authority is in the process of allocating (###) the land to Shangqiu University, subsequent to which we will be able
to apply for the land use right certificate. Based on our understanding of the process involved, we conservatively estimate that
we will be able to obtain the land use right certificate in early 2019.

4) Shangqiu University is in the process of applying for the land use right certificate. Based on our consultation with the

competent local authority, we were given to understand that the relevant authority is in the process of allocating (#|##) the
land to Shangqiu University, subsequent to which we will be able to apply for the land use right certificates. Based on our
communication with the relevant authority and our understanding of the process involved, we conservatively estimate that we
will be able to obtain the land use right certificate in early 2019.
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Buildings

As of the Latest Practicable Date, we owned buildings with a total GFA of approximately 0.59 million
sq.m. We have not obtained building ownership certificates for a substantial portion of our buildings
primarily because they were not constructed in full compliance with applicable rules and regulations in the
PRC. We commenced construction of these buildings on land when the relevant land use right certificates
were still under application, as our management believed that it was a practice acceptable to the relevant
local authorities and in compliance with local policies. The land use right certificate is a pre-requisite to
obtaining construction land use planning permits (&% F #iBI#FFAT), construction planning permits (£
" LABLEFFAT), construction permits (i LFFA]) and compliance with construction completion
acceptance inspection (¥ LB}, environmental impact acceptance inspection (BR#FE#IR) and fire safety
design approval and acceptance inspection ({4 Pt wl 8 4% & 5#U%), which are in turn relevant to obtaining
building ownership certificates. For the potential legal consequences of the use of our non-compliant
buildings, please refer to “Risk Factors — We are subject to extensive governmental approvals and
compliance requirements in relation to the lands, buildings or groups of buildings that we own.”

The table below sets out a breakdown of GFA of buildings used by our colleges with and without building
ownership certificate:

GFA of buildings GFA of buildings
with building  without building

ownership ownership

certificate certificate

(sq.m.) (sq.m.)

Anyang University ........ ... ... ... ... .. ... ... ..... 0 207,710.14
Shangqiu University ... ............ ... ... ............. 67,570.59 211,928.64
Shangqiu University Kaifeng Campus..................... 0 102,737.54
Total ... .. . . 67,570.59 525,954.14

Furthermore, as of the Latest Practicable Date, buildings with a total planned GFA of approximately 0.2
million sq.m. were under construction without having obtained the perquisite certificates or permits.

For the reasons set out below, we consider that the non-compliance issues concerning our buildings will
not have any material adverse effect on our operations as a whole:

(i) there have not been any material safety incidents directly attributable to the safety of the school
buildings and facilities and no regulatory intervention or concerns relating to the school buildings
and facilities have been raised by competent authorities;

(i1) we have not encountered any third party claims in relation to the title defects of our properties;

(ii1) with the assistance of our PRC Legal Adviser, we have consulted competent authorities with a view
to assessing the potential risk of regulatory intervention:

(a) with respect to the relevant buildings used by Anyang University, we have consulted Wenfeng
District Branch of Anyang Bureau of Urban-Rural Planning (%P5 T SRARKE #1755 #L =) SOl [ 4y
J7), Anyang High-tech Industrial Development District Office of Construction Project
Management (%[5 i1 =81 0l B 2% 5 2 58 TR ), Anyang Wenfeng District Bureau of
Housing, Urban-Rural Development and Environmental Protection (%[5 i1 SCI4 & 3: 5 F 40
% ERIG R )%) and Anyang Public Security Firefighter Division (&A% H BT 2 BK);
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(iv)

(b)

(©)

with respect to the relevant buildings used by Shangqiu University, we have consulted
Shangqiu Bureau of Urban-Rural Planning Shifan District branch (7 Fr. 7 84083 81 J5) s b 17 Ik
A —#a L /R #E 1% 5 7)), Shangqiu Bureau of Housing and Urban-Rural Development (P It i f
5 Fk k3 5% J5)), Shangqiu Shifan District Urban-Rural Integration Bureau of Environmental
Protection, Housing and Urban-Rural Development (73 [ 17 48— #& {b 7~ i [ B2 {3 7 5)) and
Shangqiu Public Security Firefighter Division (Ff FTH/A % {HBE 3 FX); and

with respect to the relevant buildings used by Shangqiu University Kaifeng Campus, we have
consulted Kaifeng Bureau of Urban-Rural Planning (BH# iidk4F# #] /%), Kaifeng Bureau of
Housing and Urban-Rural Development (BiE T E MIRAFER), Kaifeng Bureau of
Environmental Protection (B MERIE{Ri# /%) and Kaifeng Public Security Firefighter
Division (BAE A ZH BT 52 K);

based on such consultations, we were not notified of any safety concerns regarding our buildings (see
also (iv) below), and we were generally given to understand we may apply for compliance with the
relevant requirements, we may continue to operate or construct the relevant buildings in their present

condition prior to compliance, and there is no practical risk of regulatory intervention. Our PRC

Legal Adviser has also confirmed that these consultations were made with competent authorities with

respect to the non-compliance issues concerning our buildings;

our buildings are generally subject to supervision and safety inspections by the local authorities,
including the local public safety firefighter division (2% )5l Bi KFX) and housing and urban-rural
development bureau ({5 fIM#F#H#)5) and we have not been notified of any material safety
issues. Such inspections include:

(a)

(b)

()

with respect to the buildings used by Anyang University, the Anyang Public Security
Firefighter Division (%5 /A% BT %K) carries out regular monthly inspections and most
recently conducted a spot inspection in October 2017; and the Anyang Wenfeng District Bureau
of Housing, Urban-Rural Development and Environmental Protection (ZR5 i SCU [ A 75 1k
ARG R)) carried out daily inspection of the construction project and regularly
organised meetings and trainings to ensure any potential issues identified are promptly and
adequately addressed;

with respect to Shangqiu University, the Shangqgiu Public Security Firefighter Division (P .
T AZIHY ZBK) carries out on-site inspection at least once annually of randomly selected
buildings or all buildings comprehensively; and the Shangqiu Shifan District Urban-Rural
Integration Bureau of Environmental Protection, Housing and Urban-Rural Development (7 -
M A — R (b R E W BR R T #R))  supervised the construction of the buildings from
commencement to completion with daily inspection of the construction project and regular
qualifications and quality check to ensure any applicable standard is met; and

with respect to Shangqiu University Kaifeng Campus, the Kaifeng Public Security Firefighter
Division (BAH T A%IHBI %K) carries out on-site inspection at least once annually to
supervise the rectification of any fire safety issues and eliminate any fire safety concerns; and
the Kaifeng New District Construction Quality and Safety Supervision Substation (&} 17 i
ik TR R E 2B 51 uh) assumed high-level supervision of the construction project and
carried out random on-site inspections of the construction quality during the construction stage;
and
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(v) with a view to obtaining independent assurances, (a) we engaged a qualified independent consultant
to assess the fire safety standard of our buildings, who concluded that the buildings passed all the
fire safety assessments conducted; (b) we engaged a qualified independent consultant to assess the
environmental impact of our buildings, who concluded that the buildings do not pose any significant
impact to the environment; and (c) we engaged a qualified independent consultant to assess the
structural integrity and safety of our buildings, who concluded that the safety of our buildings is
generally in conformity with the national standards. Based on the assessment reports of these
independent consultants, we are satisfied that our buildings are safe for use and comply with the
relevant standards, and we do not expect any impediment to complying with the relevant
requirements. Our Directors are of the view that these independent consultants were appropriately
qualified, experienced and sufficiently resourced to conduct the relevant assessments.

Our school buildings are crucial to our operations and we are committed to providing a safe learning
environment to our students. We are proactively liaising with the relevant government authorities with a
view to complying with the relevant requirements as soon as practicable. As of the Latest Practicable Date,
we were in the process of applying for the relevant construction land use planning permits (& H HiAL
#IFFAT) and construction planning permits (£ LFEBIEIFFAT) for our non-compliant buildings. The
rectification is step by step process and we are generally required to comply with one requirement before
applying for the next. While we expect the rectification will be primarily administrative and procedural
nature, the process may involve protracted communication with, and coordination among, various
government authorities and lengthy and time consuming government administrative procedures that may
not be within our control. In view of the extent of the buildings involved, and based on our communication
with the relevant government authorities, we conservatively estimate that we will be able to comply with
the relevant requirements for substantially all of our non-compliant buildings in early 2019. We will
provide periodic updates in our annual and interim reports after the Listing to inform our Shareholders of
our rectification progress. We do not expect that the rectification will involve any substantial structural
modification to our buildings and, thus do not expect to incur substantial costs. We expect that any costs
involved in such rectification will be funded from our operating cash flow. We will closely follow up with
the government authorities with respect to our applications and will use our best efforts to cooperate with
the government authorities to expedite the process. To ensure that this situation is rectified in a timely
manner and if the circumstances require so, we will also engage external legal advisers or other
professional advisers to resolve any issue that may arise in the process of the rectification. We currently
do not expect to record any material write off on the amount of property, plant and equipment for the
purposes of complying with the relevant requirements. We have designated a member of our senior
management, Mr. Liu Wei (#f%), to be in charge of rectification and on-going compliance of matters
concerning our land and buildings.

In addition, our schools had passed each of the annual inspections conducted by the relevant education
authorities during the Track Record Period. The Henan Provincial Department of Education has confirmed
that Anyang University and Shangqiu University have, in every respects, complied with the relevant laws,
administrative regulations and policies, as well as the state and provincial regulations on higher education,
they had not violated any provisions of any private education related laws and regulations of the MOE,
and had passed the annual inspections and other related inspections organized by the competent education
authorities.

With a view to ensuring our full compliance with property related laws and regulations in the PRC going
forward, we have enhanced our internal control measures, including establishing internal compliance
guidelines for our properties and a comprehensive compliance checklist setting out the detailed procedures
and prerequisites that have to be completed and/or fulfilled before any construction or operation of the
buildings may commence. Such procedure serves to ensure that we will obtain the relevant licenses and
permits (including land use right certificates and building ownership certificates) as required by laws and
regulations and follow the requisite procedures relating to construction works and completion of buildings.
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We provide our Directors, senior management and employees involved in property related matters with
continuous training programmes and regular updates on the relevant PRC laws and regulations and
enhance their awareness. Our enhanced internal control measures provide that, as and when required, we
will engage external legal counsels to verify and provide legal opinions as to the legal status of the
properties and/or construction works and engage qualified consultants to carry out independent appraisals
on the structure and safety standards of our buildings and facilities, in particular those that begin to show
signs of significant wear and tear, have been subject to safety concerns raised by our teachers, students
or parents, and/or have been in use for a considerable period of time, with a view to determining whether
any renovation, rectification or improvement works are desirable. Our Directors confirm that the above
internal control measures have been duly adopted and implemented.

Our Directors are of the view that that our enhanced internal control procedures are adequate and effective
in preventing future non-compliance with property related laws and regulations in the PRC. Our internal
control consultant has reviewed our design and implementation of the internal control measures set out
above. Based on the foregoing, it concurs with the views of our Directors that we have properly designed
and implemented the internal controls for the purpose of preventing non-compliance in relation to our
properties.

Each of our Directors (other than our independent non-executive Directors) has confirmed that the
non-compliance in relation to our properties (i) did not involve any fraud or dishonesty; and (ii) was
primarily attributable to his/her unfamiliarity with the relevant requirements and inconsistent
implementation or interpretation of the relevant regulations and policies by the local authorities, such that
and he/she considered that it was acceptable to the relevant local authorities and in compliance with local
policies to commence construction of buildings prior to obtaining the relevant certificates or permits for
as long as the safety standard of the buildings is not compromised. Having considered the relevant facts
and circumstances, the fact that we have not experienced any regulatory intervention or material disputes
or accidents in relation to the non-compliance, positive confirmations from the relevant authorities on our
continued use and application for compliance, our on-going rectification measures expected to be
substantially completed in early 2019, our enhanced internal control measures adopted to prevent
recurrence of the non-compliance, our Directors are of the view that the non-compliance does not affect
our Directors’ suitability to act as directors of a listed issuer under Rules 3.08 and 3.09 of the Listing Rules
or our suitability for listing under Rule 8.04 of the Listing Rules. Based on the independent due diligence
conducted by the Sole Sponsor, nothing has come to its attention that would lead it to cast doubts on the
views of our Directors above.

Regulatory requirements relating to the ratio of school site area/building area to the number of
students

As advised by our PRC Legal Adviser, our schools and Hubei College are subject to certain requirements
in relation to the prescribed ratio of school site area/building area to the number of students enrolled.

According to the Basic Conditions for Operating Higher Education Institutions (Trial) (5% = 55 5 4% 5
A IFEATHEFE(GRTT)) promulgated by the MOE in 2004, except for sports and arts schools, the ratio of
a higher education institution’s teaching and administrative building area to the number of students
enrolled should be nine to 16 sq.m. per student enrolled. As advised by our PRC Legal Adviser, such ratio
is one of the basic school operating condition indicators (FEZAHFEE{FFEHE) under the regulation; in the
event that one of the basic school operating condition indicators of a college does not meet the relevant
regulatory requirement, the college shall receive a yellow card issued by competent authority and its
student admission will be subject to certain restrictions; and in the event that a college receives a yellow
card for three consecutive years, it shall receive a red card issued by competent government authority and
its student admission will be subject to suspension. In addition, except for sports and art schools, the ratio
of a higher education institution’s site area to the number of students enrolled should be 54 to 59 sq., per
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student enrolled. As advised by our PRC Legal Adviser, such ratio is one of the monitoring school
operating condition indicators (& HI#FEEMAFHEHE) under the regulation; a school will not be subject to
any penalty for failure to meet such indicator. As advised by our PRC Legal Adviser, Shangqiu University
and its branch college, Shangqiu University Kaifeng Campus, are treated as a single entity by relevant
authorities for purposes of this regulation.

The following table sets forth the (i) ratio of teaching and administrative building area to the number of
students enrolled; and (ii) ratio of site area to the number of students enrolled, for each of our schools and
Hubei College as of the dates indicated:

As of 28
As of 31 August February
2015 2016 2017 2018
Teaching and administrative building
area to number of students
Our schools
Anyang University .................... 33 3.1 2.6 3.1
Shangqiu University” . ................ 8.1 6.9 6.0 6.1
College to be acquired
Hubei College . . . ..................... 6.1 6.5 7.0 8.0
Site area to the number of students
Our schools
Anyang University .................... 53.5 44.3 33.2 31.2
Shangqiu University” . ................ 65.6 67.0 60.6 58.3
College to be acquired
Hubei College . ...................... 31.7 33.6 77.5 74.6
Note:

(D) Including Shangqiu University Kaifeng Campus.

As illustrated in the table above, (i) Shangqiu University (together with Shangqiu University Kaifeng
Campus) did not comply with the ratio of teaching and administrative building area to the number of
students enrolled as of each of the dates indicated; (ii) Anyang University did not comply with both the
ratio of teaching and administrative building area to the number of students enrolled and the ratio of site
area to the number of students enrolled as of each of the dates indicated; and (iii) Hubei College did not
comply with the ratio of teaching and administrative building area to the number of students enrolled as
of each of the dates indicated and the ratio of site area to the number of students enrolled as of 31 August
2015 and 31 August 2016. With a view to understanding whether this would result in any adverse effect
on our school operations, in April 2018, we, with the assistance of our PRC Legal Adviser, consulted:

(i)  an official of the Development Planning Office of Henan Provincial Department of Education (77 4
BHERE)EMEE). During such consultation, we were given to understand that such situation is
to a certain extent common in private higher education institutions and as each of Anyang University
and Shangqiu University (including Shangqiu University Kaifeng Campus) has been proactively
improving the situation, the authority has not issued any yellow or red card to any of Anyang
University, Shangqiu University or Shangqiu University Kaifeng Campus and will not impose on
each of Anyang University or Shangqiu University (including Shangqiu University Kaifeng Campus)
any penalty or limitations on student enrolment or school operations. As advised by our PRC Legal
Adviser, the Development Planning Office of Henan Provincial Department of Education ({7 F§ & #(
B HERE EHIHEIE) is a competent authority and the official consulted had appropriate authority to give
the relevant confirmations; and
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(ii) an official of the Development Planning Office of Hubei Provincial Department of Education (ifidt
BH B BEEE EHLEE). During such consultation, we were given to understand that Hubei College is
still in the process of development and transition, the authority has not issued any yellow or red card
to Hubei College and will not impose on Hubei College any penalty or limitations on student
enrolment or school operations. As advised by our PRC Legal Adviser, the Development Planning
Office of Hubei Provincial Department of Education (Hdb#& X EMESE AL EEE) is a competent
authority and the official consulted had appropriate authority to give the relevant confirmations.

In addition, our colleges had passed all annual inspections conducted by the relevant education authorities
during the Track Record Period. Each of our colleges has also obtained confirmation from competent
education authorities confirming that there was no record of administrative penalty imposed on the college
as a result of any breach of PRC laws and regulations. Our executive Directors have also confirmed that
none of our colleges has received any yellow or red card from, or been subject to any form of
administrative penalty by, competent authorities in relation to its compliance with any of the above ratios.

Based on the foregoing, our PRC Legal Adviser is of the view that (i) our ratio of teaching and
administrative building area to number of students as set out above would not constitute material breach
under the standard of relevant PRC laws and regulations of our Group as a whole; and (ii) our ratio of site
area to the number of students as set out above would not constitute a non-compliance incident.

We endeavor to continuously improve the quality of our education and the ratio of teaching and
administrative building area to number of students and the ratio of site area to the number of students are
among the many metrics under consideration. We will monitor and adjust these ratios as necessary and
where practicable based on the needs of our increasing student enrolments and our schools’ education
plans and activities without compromising the quality of our existing education or profitability. We have

113

also taken these ratios into account when formulating our expansion plans as set out in “— Expansion
Plans”, which are expected to result in certain improvements to these ratios going forward. We are
continuously identifying suitable expansion opportunities with a particular focus on improving the ratio
of teaching and administrative building area to number of students. Where appropriate, we will allocate
greater proportion of GFA to teaching and administrative buildings and prioritise such construction. We
regularly correspond with government authorities to identify and expedite the process of allocating
additional land for our expansion plans going forward. We seek to maximise the use of our current
premises and identify whether it is feasible to reconfigure existing non-teaching and administrative or idle
buildings for the purpose of making available additional teaching and academic facilities to the students,
thereby improving such ratio for the benefit of the students.

Each of our Directors (other than our independent non-executive Directors) has confirmed that the
non-compliance with the ratio of teaching and administrative building area to number of students (i) did
not involve any fraud or dishonesty; (ii) has not resulted in any compromise to the education quality of
the relevant schools in any material respects; and (iii) has not interfered with the normal operations of the
relevant schools in any material respects. Having considered the relevant facts and circumstances, the fact
that we have not encountered any administrative penalty or material disputes in relation to the
non-compliance, and the view of our PRC Legal Adviser that it would not constitute a material breach
under the standard of relevant PRC laws and regulations of our Group as a whole, our Directors are of the
view that such non-compliance (together with any other non-compliance incidents identified in this
document) does not affect our Directors’ suitability to act as directors of a listed issuer under Rules 3.08
and 3.09 of the Listing Rules or our suitability for listing under Rule 8.04 of the Listing Rules. Based on
the independent due diligence conducted by the Sole Sponsor, nothing has come to its attention that would
lead it to cast doubts on the views of our Directors above.
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INSURANCE

Our insurance coverage is limited in terms of amount, scope and benefit. As advised by our PRC Legal
Adviser, our colleges are not required by PRC law and regulations to purchase school liability insurance,
and none of them maintains such insurance. Furthermore, we do not maintain business interruption
insurance, product liability insurance or key-man life insurance. We consider our insurance coverage to be
in line with what we believe to be customary practice in the PRC. Our Directors believe that our insurance
coverage is generally consistent with the industry practice and provides adequate protection for our assets
and operations. Nevertheless, we may be exposed to other claims or liabilities not covered by our
insurance. See the section headed “Risk Factors — Risks Relating to Our Business and Our Industry —
We maintain limited insurance coverage” in this document for more information.

LICENCES AND PERMITS

Our PRC Legal Adviser has advised that during the Track Record Period and up to the Latest Practicable
Date, except certain non-compliance matters disclosed in this document, we had obtained all material
licences, permits, approvals and certificates necessary to conduct our operations in all material respects
from the relevant government authorities in the PRC, and such licences, permits, approvals and certificates
remained in full effect for all the colleges we operate currently.

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

Granting
Licence/permit Holder authority Grant date Expiry date
Private school operating licence Anyang University MOE 2016 2019
Private school operating licence Shangqiu University MOE 2017 2020

HEALTH AND SAFETY MATTERS

We are dedicated to protecting the health and safety of our students. We have on-site medical staff or
health care personnel at each of our colleges to handle routine medical situations involving our students.
In certain serious and emergency medical situations, we promptly send our students to local hospitals for
treatment. With respect to school safety, we have in place a set of school safety and security measures and
a team of security staff at each of our colleges. Unlike other schools, we do not hire a third party property
management company to provide security. We believe our staff, who are centrally managed by our Group,
provide security more efficiently and reliably than third party management companies. During the Track
Record Period and up to the Latest Practicable Date, we did not experience any serious accident, medical
situation or safety issue involving our students.

For more information, see the section headed “Risk Factors — Risks Relating to Our Business and Our
Industry — Accidents or injuries suffered by our students or our employees on or outside our school
campuses or by other personnel on our school campuses may adversely affect our reputation and subject
us to liabilities” in this document.

FINANCING ARRANGEMENT

In January 2017, the School Sponsor and Shangqiu University engaged in a one-off financing arrangement
devised by a lending bank (the “Financing Arrangement”), pursuant to which:

(i) Shangqiu University obtained a loan in the amount of RMB 180 million (the “Loan”) in January
2017, and the proceeds from the Loan were drawn down by Shangqiu University and later
remitted to the School Sponsor through affiliates of the School Sponsor;

(ii) in February 2017, the School Sponsor placed a deposit of RMB100 million with the lending
bank using a portion of the Loan proceeds, against which a bank acceptance note (7K i [EZ)
in the amount of RMB95 million (the “Bank Note”) was issued by the School Sponsor to its
affiliate; and
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(iii) the Bank Note was subsequently endorsed to two Independent Third Parties introduced by the
lending bank. The two Independent Third Parties discounted the endorsed bank notes with
another commercial bank in the PRC and remitted an amount of approximately RMB90.3
million to the School Sponsor.

The issuance of the Bank Note as described in (ii) above was not supported by any bona fide underlying
transaction and, as advised by our PRC Legal Adviser, was not in compliance with the PRC Negotiable
Instruments Law ( (F#EANRILFE EHEIL) | the “Instruments Law”) and certain banking regulations
promulgated by the PBOC, including the Measures for the Implementation of the Administration of
Negotiable Instruments (3EHEE B E i #117%), the Measures for Payment and Settlement of Accounts (3215
#5 % 9H2) and the Notice of the People’s Bank of China on Certain Improvements to the Negotiable
Instruments Systems (" A FERATBE A 58 35 S 05 SEH5 il B AT BRI 4] A4 A1), We became aware of such
non-compliance through our PRC Legal Adviser on 3 February 2018 and settled the RMB95 million due
to the lending bank in connection with the issuance of the Bank Note on 9 February 2018.

We accommodated the lending bank’s proposal to incorporate the issuance of the Bank Note and the
involvement of affiliates in the interest of maintaining our relationship with the bank. With a view to
understanding the Financing Arrangement, our PRC Legal Adviser interviewed an assistant general
manager of corporate business 2nd division (2 F2E# #4448 B #) of the lending bank (the “Bank
Representative”), who confirmed that he was the responsible officer for the Financing Arrangement and
was in a position to confirm matters relating to the Financing Arrangement on behalf of the lending bank.
Based on such representation, our PRC Legal Adviser is of the view that the Bank Representative was
competent to give confirmations relating to the Financing Arrangement on behalf of the lending bank.

The Bank Representative also confirmed that (i) the Financing Arrangement was a one-off arrangement
devised by the lending bank to facilitate its objective of acquiring deposit business concurrently with the
Loan while complying with certain bank regulatory requirements, (ii) there is no dispute between the
lending bank and us with respect to the Financing Arrangement and (iii) to the knowledge of the Bank
Representative, the issuance of the Bank Note is a common method of structuring financing arrangements.

As advised by our PRC Legal Adviser, in the absence of fraudulent purpose, there is no express provision
under relevant laws, rules and regulations in the PRC imposing any administrative or criminal liability on
us as a result of the issuance of the Bank Note notwithstanding that it was not supported by any bona fide
underlying transaction. With a view to assessing whether there is any risk of regulatory intervention on
us in relation to the Financing Arrangement, our PRC Legal Adviser interviewed the head of supervision
2nd division (B —FFHZ) of the CBRC Shangqiu branch and the head of settlement department (21}
4B FPHR) of the PBOC Shanggiu branch. As advised by our PRC Legal Adviser, the CBRC Shangqiu
branch and the PBOC Shangqiu branch are competent authorities with respect to the operation of the Bank
Note and the respective interviewees were in a competent position to give the relevant confirmations. The
CBRC Shanggqiu branch and the PBOC Shangqiu branch have confirmed that we will not be penalised for
the issuance of the Bank Note notwithstanding that it was not supported by any bona fide underlying
transaction. Based on such consultations, the rationale of the Financing Arrangement as confirmed by the
Bank Representative during the interview and the fact that the amount due to the lending bank of RMB95
million in connection with the issuance of the Bank Note has been fully settled, our PRC Legal Adviser
is of the view that the Financing Arrangement did not involve any fraudulent activities as prescribed under
Article 102 of the Instruments Law that sets out what constitute bill fraudulent activities (2EPEFELT ),
and as such we will not be subject to any administrative or criminal liability in connection with the
issuance of the Bank Note.
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Furthermore, we confirm that the Bank Note component of the Financing Arrangement was a one-off
arrangement and we had not entered into similar arrangements prior to January 2017, nor have we done
so since. Subsequent to the Financing Arrangement, we have been able to obtain other borrowings on
commercially acceptable terms, including a RMB 150 million loan in March 2017, a RMB300 million loan
in August 2017 and a RMB200 million loan in November 2017, none of which involved any bank
acceptance note or similar trade financing instrument arrangements. Accordingly, we consider that our
ability to obtain financing and operate our business as a whole is not contingent on implementing any
non-compliant bank acceptance note or other trade financing instrument arrangement similar to the
issuance of the Bank Note as part of the Financing Arrangement.

Accordingly, on the basis that the Financing Arrangement will not subject us to any administrative or
criminal liability, and our ability to obtain financing is not contingent on non-compliant bank acceptance
note or other trade financing instrument arrangements, we do not believe that the Financing Arrangement
or the fact that we will not enter into similar arrangements in the future will have any material adverse
impact on our operations or financial condition as a whole. The net proceeds made available to us pursuant
to the Financing Arrangement amounted to approximately RMB170.3 million. Based on our Directors’
estimation taking into account the net proceeds available to us, the interest expense of the Loan and the
interest income on the relevant deposit, the overall effective cost of the Financing Arrangement was on par
with our other bank borrowings at that time. The Bank Representative also confirmed that the lending bank
would have approved and granted the Loan on normal commercial terms with an overall effective cost on
par with that of the Financing Arrangement. Therefore, we consider that the Financing Arrangement did
not have any material impact on our track record results.

The Financing Arrangement was a one-off arrangement and we have not entered into similar arrangements
since January 2017. With a view to ensuring that we will not be a party to the issuance of any bank
acceptance notes or similar trade financing instruments that are not in compliance with applicable laws and
regulations in the PRC, we have enhanced our internal control measures. The specific key measures
implemented include:

Clear policy statement to prohibit non-compliant financing arrangements. We have adopted a written
policy statement and procedures in relation to our financing arrangement and notified all of our Directors,
management and employees involved in financing activities that the issuance of bank notes or other
similar trade finance instruments without any bona fide underlying transaction is not in compliance with
relevant PRC laws and regulations and is strictly prohibited. All financing arrangements have to be
reviewed and approved by our chief financial officer, Mr. Zhao Zhen. Mr. Zhao will work closely with
external PRC legal advisers as and when required to ensure the legality of our financing arrangements. We
have also designated the chairman of our audit committee (currently being Mr. Lau, Tsz Man, our
independent non-executive Director appropriately qualified under Rules 3.10(2) and 3.21 of the Listing
Rules) from time to time to oversee our financial reporting and internal control procedures after the
Listing, particularly in relation to our financing activities.

When negotiating and structuring financing arrangements, we will notify our lenders that we have a clear
policy statement not to participate in any form of non-compliant bank note or similar trade financing
instruments activities, irrespective of the lender’s objectives or whether it is a common method of
structuring financing arrangement.

Disciplinary actions for non-compliance. We have implemented a policy that subjects employees and
management who do not comply with the above measures regarding non-compliant bank note or other
trade finance instrument activities to various disciplinary actions, including financial and legal
responsibilities. Our audit committee is authorised to decide on the disciplinary actions fairly and
equitably.
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Issuance of bank notes and other similar trade financing instruments subject to cross-checking and
verification of underlying transactions. We have implemented a multi-tier approval procedure for any
issuance of bank notes or similar trade finance instruments in the future. Each of our chief executive
officer (Mr. Hou), chief financial officer (Mr. Zhao Zhen) and general manager (Mr. Yang Xinzhong) is
required to review, cross-check and verify the genuineness of the underlying transactions before approving
any issuance of bank notes or similar trade finance instruments.

Training. In addition to attending various internal training sessions, our Directors and senior management
obtained advice from our PRC Legal Adviser and Hong Kong legal advisers regarding the relevant PRC
regulations on Instruments Law and the obligations of our Company and our Directors under the Listing
Rules. We will continue to conduct regular internal training for our employees and management on our
compliance policy and engage external professionals, including our Hong Kong legal adviser and PRC
Legal Adviser, to conduct training on our ongoing compliance and obligations under the Listing Rules and
all other relevant Hong Kong and PRC regulations to ensure awareness and compliance with our policies.

Regular internal review and reporting process. We will engage independent professional advisers for at
least 12 months after the Listing to review and monitor our internal control system, particularly with
respect to our financing arrangements on a quarterly basis, conduct random checking and report findings
to our audit committee for further review.

Our Directors confirm that the above internal control measures have been duly adopted and implemented
and are of the view that they are adequate and effective in preventing future non-compliance in relation
to the Financing Arrangement. Our internal control consultant has reviewed our design and
implementation of the internal control measures set out above. Based on the foregoing, it concurs with the
views of our Directors that: (i) we have properly designed the internal controls for the purpose of
preventing non-compliance in relation to the Financing Arrangement; and (ii), such internal controls have
been effectively implemented, save for the “Regular internal review and reporting process” that is
designed to be implemented after the Listing as set out above.

Each of our Directors (other than our independent non-executive Directors) has confirmed that the
non-compliance (i) did not involve any fraud, dishonesty or bribery; and (ii) was primarily attributable to
his/her unfamiliarity with the Instruments Law, such that he/she was not aware that issuing the Bank Note,
even it was to accommodate the lending bank’s request, would be a non-compliant transaction. Having
considered the facts and circumstances in relation to the Financing Arrangement, the training provided to
the relevant Directors and senior management as mentioned above, the Financing Arrangement being only
a one-off arrangement devised by the lending bank in January 2017 that did not have any material impact
on our operations or track record results, the prompt settlement of the RMB95 million due to the lending
bank in connection with the issuance of the Bank Note after becoming aware of the non-compliance, our
enhanced internal control measures adopted to prevent recurrence of the non-compliance, our Directors are
of the view that the Financing Arrangement does not affect our Directors’ suitability to act as directors of
a listed issuer under Rules 3.08 and 3.09 of the Listing Rules or our suitability for listing under Rule 8.04
of the Listing Rules. Based on the independent due diligence conducted by the Sole Sponsor, nothing has
come to its attention that would lead it to cast doubts on the views of our Directors above.

REGULATORY FILINGS
Tax Registrations

As advised by our PRC Legal Adviser, pursuant to the Notice of the Ministry of Finance and State
Administration of Taxation on Issues relevant to the Determination and Administration of Tax-free
Eligibility of Non-profit Organizations ( HABGHS ~ BiHs 48 = BRI I 8 R AR 4k OBl RS 5R e B LA B ) R
M4#EH) ) and the Tax Collection and Administration Law ( {BlUCEULE L) ), non-profit
organizations shall comply with the tax registration requirements within 30 days from the date of obtaining
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the business licence. As advised by our PRC Legal Adviser, pursuant to the provisions of the Tax
Collection and Administration Law ( (BB E L) ), in the event that a taxpayer fails to comply
with the tax registration requirements within the prescribed time limit, the relevant tax authority may
compel corrective measures to be undertaken within a time limit and impose a fine below RMB2,000, or
a fine between RMB2,000 and RMB 10,000 in severe circumstances.

As advised by our PRC Legal Adviser, each of the School Sponsor, Anyang University, Shangqiu
University and Hubei College did not comply with the relevant tax registration requirements within the
prescribed time limit as required under applicable laws and regulations in the PRC. On the basis of the
tax compliance certificates obtained from the relevant competent tax authorities and the fact that each of
the School Sponsor, Anyang University, Shangqiu University and Hubei College was able to rectify such
late registration by subsequently complying with the relevant tax registration requirements, our PRC Legal
Adviser is of the view that the risk of us being imposed any form of penalty is remote and such late
registration would not constitute material non-compliance.

Tax Filings

Each of Shangqiu University, Anyang University and Hubei College had filed tax returns with the relevant
State Administration of Taxation Offices (the “SAT”) and local tax bureaus for ongoing tax assessment
purposes (the “Tax Filings”) during the Track Record Period. We presented the financial information
(including revenue, cost and other profit and loss line items) in the Tax Filings as “zero”. As advised by
our PRC Legal Adviser, a tax payer failing to comply with the tax registration requirements, file tax
returns or submit information on tax payment within a prescribed time limit may be required by tax
authority to rectify within a time limit, or subject to a fine of RMB2,000 or less. In severe cases, the tax
payer may be subject to a fine ranging from RMB2,000 to RMB10,000. Our PRC Legal Adviser is of the
view that the risk of any of Shangqiu University, Anyang University and Hubei College being penalised
for matters relating to the Tax Filings is remote and would not constitute material non-compliance of our
Group as a whole, on the basis that:

(i)  No effect on taxable income and tax assessed. As each of Shangqiu University, Anyang University
and Hubei College enjoys preferential tax treatments under applicable PRC laws and regulations, its
tuition and boarding fees are not subject to any taxes in the PRC. Therefore, its taxable income and
tax assessed would still have been zero even if the actual financial information of the relevant
entities had been presented in the Tax Filings.

(i) Written confirmation from tax authorities. Each of Shangqiu University, Anyang University and
Hubei College has obtained a written confirmation from the respective SAT and local tax bureaus
confirming that it has no record of non-compliance with respect to tax matters. As advised by our
PRC Legal Adviser, such confirmations have been issued by competent authorities.

(ii1) Interviews with tax authorities. In February 2018, with a view to understanding specifically whether
the Tax Filings would have any adverse regulatory implications, our PRC Legal Adviser interviewed
the respective SAT and local tax bureaus of Shangqiu University, Anyang University and Hubei
College. Such authorities confirmed that the relevant schools have filed tax returns on time and no
non-compliance has so far been identified. As advised by our PRC Legal Adviser, such interviews
were made with competent officials having the appropriate authority to give the relevant
confirmations.

Filing of Financial Statements with the CAB and the EB

As advised by our PRC Legal Adviser, when a private higher education institution is subject to annual
inspection, it is required to submit the originals of the financial statements prepared by qualified
accountants to the relevant authorities; however, PRC laws and regulations do not expressly provide for
the legal consequences for the failure to submit such financial statements during annual inspection. The
financial statements of the School Sponsor, Shangqiu University and Anyang University during the Track
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Record Period were submitted ($£%5) to the respective local Civic Affair Bureau (the “CAB”) and local
Education Bureau (the “EB”). However, the financial statements were not filed (F84#) in the filing records
of the relevant bureaus. Our Directors are of the view that we have complied with the relevant
requirements of submitting the required financial statements to the local CAB and EB for the purposes of
annual inspections notwithstanding that they were not filed (F44#), on the basis that:

(i)  Annual inspections. Each of the School Sponsor, Shangqiu University and Anyang University had
duly passed annual inspections during the Track Record Period. Our Directors have confirmed that
each of the School Sponsor, Shangqiu University and Anyang University had submitted ($#£3¢) the
required financial statements to the respective local CAB and EB for annual inspections during the
Track Record Period and there have not been any regulatory concerns with respect to such financial
statements. Our Directors have also confirmed that such financial statements are consistent with the
underlying financial statements used in the preparation of the accountants’ report of our Group.

(i1) Interviews with authorities. With a view to understanding specifically the requirements with respect
to the filing (FA4&) of the financial statements, our PRC Legal Adviser interviewed the respective
CAB and EB of the School Sponsor, Shangqiu University and Anyang University in April 2018. We
were given to understand that each of the School Sponsor, Shangqiu University and Anyang
University had duly submitted ($#258) the required financial statements during annual inspections in
compliance with the applicable requirements, but the relevant bureaus did not maintain such
financial statements in their filing records of the schools as the bureaus do not provide to the public
any retrieval services for financial statements. This explains why even though the financial
statements had been submitted (}£3¢) for annual inspections, they were not filed (F4KE) with the
CAB or EB. As advised by our PRC Legal Adviser, such interviews were made with competent
officials having the appropriate authority to give the relevant confirmations.

LEGAL PROCEEDINGS AND COMPLIANCE

During the Track Record Period and up to the Latest Practicable Date, we did not experience any material
or systemic non-compliance of the laws or regulations, which taken as a whole, in the opinion of the
Directors, are likely to have a material and adverse effect on our business, financial condition or results
of operations. During the same periods, we also did not experience any non-compliance of the laws or
regulations, which taken as a whole, in the opinion of the Directors, reflects negatively on the ability or
tendency of our Company, the Directors or our senior management, to operate our business in a compliant
manner.

From time to time, we are subject to legal proceedings, investigations and claims incidental to the conduct
of our business. 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 pending or threatened legal, arbitral or administrative proceedings against us or any of our Directors
which, in the opinion of our management, could have a material adverse effect on our operations or
financial condition. Our Directors have confirmed that no member of our Group is currently engaged in
any material litigation, arbitration or administrative proceeding.

See “— Employees”, “— Properties”, “— Financing Arrangement” and “— Our Teachers” in this section
for a description of certain legal matters relating to (i) our contributions to employee social security
insurance plans (ii) title defects of our land and buildings and our compliance with the ratio of teaching
and administrative building area to the number of students; (iii) our one-off financing arrangement devised
by a lending bank involving the issuance of a bank note in February 2017; and (iv) our compliance with
the teacher-to-student ratio, all of which we consider would not, individually or collectively, have a
material adverse effect on our business, financial condition or results of operations for reasons described
therein. Our Controlling Shareholders have provided an indemnity in favour of us with respect to any loss
we may suffer in connection with these matters (See “E. Other information — 1. Deed of Indemnity” in
Appendix V) and our Directors are satisfied that our Controlling Shareholders are financially capable of
honouring such indemnity.
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INTERNAL CONTROL AND RISK MANAGEMENT
Internal Control

We have engaged an independent internal control consultant to conduct an assessment of our internal
control system. The internal control consultant has conducted long-form review procedures on our internal
control system in certain aspects, including revenue, purchase, fixed assets management, human resources,
financial management and information technology. The internal control consultant conducted its work in
July to August 2017 and provided a number of findings and recommendations in its report. The internal
control findings identified by the internal control consultant did not result in any material misstatement
to our consolidated financial information prepared in accordance with IFRS during the Track Record
Period as set out in Appendix IA to this document after certain appropriate adjustments were made to
address those internal control deficiencies. We have subsequently taken remedial actions in response to
such findings and recommendations. The internal control consultant performed follow-up procedures on
our internal control system with regard to those actions taken by us and reported further commentary in
November 2017. As of the Latest Practicable Date, we confirm that there were no material internal control
findings outstanding.

We have established an internal control department and each of our colleges will designate personnel to
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 colleges) and employees
involved with continuing training programmes and/or updates regarding the relevant PRC laws and
regulations on a regular basis with a view to proactively identify any concerns and issues relating to
potential non-compliance. Mr. Jiang Yongqi, our head of human resources, is responsible for ensuring our
overall on-going compliance.

We have also specifically enhanced our internal control measures with a view to ensuring the construction
and use of our properties (see also “— Properties” in this section), our contributions to employee security
plans (see also “— Employees” in this section) and our financing arrangements (see also “— Financing
Arrangement” in this section) will comply with the applicable laws and regulations in the PRC.

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 tuition rates, our potential expansion into other regions, 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. See the section headed “Risk Factors” in this document
for disclosures on various risks we face.
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To properly manage these risks, we have established the following risk management structures and
measures:

. our Board of Directors is responsible and has the general power to manage the operations of our
colleges, and is in charge of managing the overall risks of our Group. It is responsible for
considering, reviewing and approving any significant business decision involving material risk
exposures, such as our decision to expand our school network into new geographic areas, to raise our
tuition fees, and to enter into cooperative business relationships with third parties to establish new
schools;

. we maintain insurance coverage, which we believe is in line with customary practice in the PRC
education industry; and

. we have made arrangements with our lenders to ensure that we will be able to obtain credit to support
for our business operation and expansion.
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PRC LAWS AND REGULATIONS RELATING TO FOREIGN INVESTMENT IN EDUCATION
Catalogue of Industries for Guiding Foreign Investment (Amended in 2017)

Pursuant to the Catalogue of Industries for Guiding Foreign Investment (Amended in 2017) (7Mpi % &2
EFEEH BR(Q0174157])), the “Foreign Investment Catalogue”) which was amended and promulgated by
the NDRC and the MOFCOM on 28 June 2017 and became effective on 28 July 2017, it published the list
for the establishment of any foreign invested enterprise operating in industries where the PRC government
does implement special entry administration measures which has been replaced by the Foreign Investment
Access Special Management Measures (Negative List) (2018 Version) ( <M & ARSIl PRI i (B
VS ) (20184F-hK)) ) which was jointly promulgated by the NDRC and MOFCOM on 28 June 2018, and
became effective on 28 July 2018 (the “Negative List”). Pursuant to the Negative List, higher education
are still restricted industries for foreign investors, and foreign investments are only allowed to invest in
higher education in the form of Sino-foreign cooperative educational institution and the domestic party
shall play a dominant role in the cooperation, which means the principal or other chief executive officer
of the schools shall be a PRC national and the representative of the domestic party shall account for no
less than half of the total members of the board of directors, the executive council or the joint
administration committee of the Sino-foreign cooperative educational institution. Sino-foreign
cooperation in operating schools is specifically governed by the Regulation on Operating Sino-foreign
Schools of the PRC ( (H13#e N RILAE P AMEAEMEENRBI) ), which was promulgated by the State
Council on 18 July 2003 and became effective on 1 September 2003 and amended on 18 July 2013 and
the Law for Promoting Private Education of the PRC ( {H ¥ A\ RILAE RAFAF(EHETL) ) which was
amended on 7 November 2016 and will become effective on 1 September 2017, and the Implementing
Rules for the Regulations on Operating Sino-foreign Schools ( €3 A R ILAN B H 415 1E HFE 09 it
WEZ) ), the “Implementing Rules”), which were issued by the MOE on 2 June 2004 and became effective
on 1 July 2004.

The Regulation on Operating Sino-foreign Schools and its Implementing Rules apply to the activities of
educational institutions established in the PRC jointly by foreign educational institutions and Chinese
educational institutions, the students of which are to be recruited primarily from PRC citizens and
encourage substantial cooperation between overseas educational organisations with relevant qualifications
and experience in providing high-quality education, and PRC educational organisations to jointly operate
various types of schools in the PRC, with such cooperation in the areas of higher education and
occupational education being encouraged. The overseas educational organisation must be a foreign
educational institution with relevant qualification and experience at the same level and in the same
category of education. However, based on the current understanding and knowledge, it is uncertain as to
what type of information (including the length and type of experience) a foreign investor must provide to
the competent PRC government authority to demonstrate that it meets the qualification requirement. Any
PRC-foreign cooperative school and cooperation programme shall be approved by the relevant education
authorities and obtain an Operation Permit for Sino-foreign Cooperation School, and a Sino-foreign
cooperative school established without the above approval or permit may be prohibited by the relevant
authorities, be ordered to refund the fees collected from its students and be subject to a fine of no more
than RMB100,000; while a Sino-foreign cooperation programme established without such approval or
permit may also be banned and be ordered to refund the fees collected from its students.

On 18 June 2012, the MOE issued the Implementation Opinions of the MOE on Encouraging and Guiding
the Entry of Private Capital in the Fields of Education and Promoting the Healthy Development of Private
Education ( B SLENFN 5| 28 B [H] & AR i A 205 SR A R PR (R R M B ) )to encourage
private investment and foreign investment in the field of education. According to these opinions, the
proportion of foreign capital in a PRC-foreign education institute shall be less than 50%.
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Draft New Foreign Investment Law

On 19 January 2015, the MOFCOM published the Draft FIL. At the same time, the MOFCOM published
the Explanatory Notes, which contains important information about the Draft FIL, including its drafting
philosophy and principles, main content, plans to transition to the new legal regime and treatment of
business in the PRC controlled by FIEs, primarily through contractual arrangements. The Draft FIL is
intended to replace the current foreign investment legal regime consisting of three laws: the Sino-Foreign
Equity Joint Venture Enterprise Law, the Sino-Foreign Cooperative Joint Venture Enterprise Law and the
Wholly Foreign-Invested Enterprise Law, as well as detailed implementation rules. The Draft FIL proposes
significant changes to the PRC foreign investment legal regime and introduced the concept of “actual
control” determined by the identity of the ultimate natural person or enterprise that controls the domestic
enterprise. If an enterprise is actually controlled by a foreign investor through contractual arrangements,
such enterprise may be regarded as a FIE. Such FIE is restricted or prohibited from investment in certain
industries listed on the negative list unless permission from the competent authority in the PRC is
obtained. The Draft FIL also provides that any FIE operating in industries on the negative list will require
entry clearance and other approvals that are not required for PRC domestic entities. As a result of these
requirements, certain FIE’s operating in industries on the negative list may not be able to continue to
conduct their operations through contractual arrangements.

Pursuant to the Draft FIL, as far as new VIE structures are concerned, if the domestic enterprise under the
VIE structure is controlled by Chinese nationals, the domestic enterprise may be treated as a Chinese
investor and therefore, the VIE structures may be regarded as legal. On the contrary, if the domestic
enterprise is controlled by foreign investors, the domestic enterprise may be treated as a foreign-investor
or foreign-invested enterprise, and therefore, the operation of such domestic enterprise through VIE
structures may be regarded as illegal if the domestic enterprise operates in a sector which is on the
negative list and the domestic enterprise does not apply for and obtain the necessary permissions.

The Draft FIL stipulates restriction of foreign investment in certain industry sectors. The negative list in
the Draft FIL classified the relevant prohibited and restricted industries into the Catalogue of Prohibitions
and the Catalogue of Restrictions, respectively. Foreign investors are not allowed to invest in any sectors
set out in the Catalogue of Prohibitions. Where any foreign investor directly or indirectly holds shares,
equities, properties or other interests or voting rights in any domestic enterprise, such domestic enterprise
is not allowed to invest in any sector set out in the Catalogue of Prohibitions, unless otherwise specified
by the State Council. Foreign investors are allowed to invest in sectors set out in the Catalogue of
Restrictions, provide that the foreign investors are required to fulfil certain conditions and apply for
permission before making such investment.

Notwithstanding that the Explanatory Notes do not provide a clear direction in dealing with VIE structures
existing before the Draft FIL becoming effective, which is still pending for further study as of the Latest
Practicable Date, the Explanatory Notes contemplate three possible approaches in dealing with
foreign-invested enterprises with existing VIE structures that conduct business in an industry falling in the
“negative list™:

(a) requiring them to make a declaration to the competent authority that the actual control is vested with
Chinese investors, then the VIE structures may be retained for its operation;

(b) requiring them to apply to the competent authority for certification of its actual control vested with
Chinese investors and upon verification by the competent authority, the VIE structures may be
retained for its operation; and

(c) requiring them to apply to the competent authority for permission and the competent authority
together with the relevant departments shall make a decision after taking into account the actual
control of the foreign-invested enterprise and other factors.
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The Draft FIL introduces the concepts of “control” and “actual control”. Under Article 18 of the Draft FIL,
the term “control” means a status whereby any of the following conditions is met in respect of an
enterprise:

(i) holding directly or indirectly 50% or more of the equity interest, assets, voting rights or similar
equity interest of the subject entity;

(i1) holding directly or indirectly less than 50% of the equity interest, assets, voting rights or similar
equity interest of the subject entity but (a) having the power to directly or indirectly appoint or
otherwise secure at least 50% of the seats on the board or other equivalent decision making bodies,
(b) having the power to secure its nominated person to acquire at least 50% of the seats on the board
or other equivalent decision making bodies, or (c) having the voting power to exert material
influence over decision-making bodies, such as the shareholders’ meeting or the board; or

(ii1) having the power to exert decisive influence, via contractual or trust arrangements, over the subject
entity’s operations, financial, staffing and technology matters.

In respect of “actual control”, the Draft FIL looks at the identity of the ultimate natural person or
enterprise that controls the foreign-invested enterprise. “Actual control” refers to the power or position to
control an enterprise through investment arrangements, contractual arrangements or other rights and
decision-making arrangements. Article 19 of the Draft FIL defined “actual controllers” as the natural
persons or enterprises that directly or indirectly control foreign investors or foreign-invested enterprises.
Where foreign investors and foreign-invested enterprises circumvent the provisions of the Draft FIL by
entrusted holding, trust, multi-level re-investment, leasing, contracting, financing arrangements, protocol
control, overseas transaction or otherwise, make investments in sectors specified in the Catalogue of
Prohibitions, or make investments in sectors specified in the Catalogue of Restrictions without permission
or violate the information reporting obligations specified therein, the penalty shall be imposed in
accordance with Article 144 (Investments in Sectors Specified in the Catalogue of Prohibitions), Article
145 (Violation of Provisions on Access Permission), Article 147 (Administrative Legal Liability for
Violating the Information Reporting Obligation) or Article 148 (Criminal Legal Liability for Violating the
Information Reporting Obligation) of the Draft FIL, as the case may be.

Where foreign investors or foreign-invested enterprises are in violation of the provisions of the Draft FIL,
including making investments in sectors specified in the Catalogue of Prohibitions, or in sectors specified
in the Catalogue of Restrictions without authorisation, or evading the performance of the information
reporting obligation, or concealing the truth or providing false or misleading information, the competent
authorities of foreign investment of the people’s governments of provinces, autonomous regions and
municipalities directly under the Central Government at the place where the investments are made shall
order them to make rectifications to cease the implementation of such investments, dispose of equity or
other assets within a prescribed time limit, or confiscate illegal gains, or impose certain fines.

Where foreign investors or foreign-invested enterprises are in violation of the provisions of the Draft FIL,
including failing to perform on schedule, or evading the performance of, the information reporting
obligation, or concealing the truth or providing false or misleading information, and if the circumstances
are extremely serious, a fine shall be imposed on the foreign investors or foreign-invested enterprises and
the directly responsible person-in-charge and other persons liable shall be sentenced to fixed-term
imprisonment of not more than one year or criminal detention.
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REGULATIONS ON PRIVATE EDUCATION IN THE PRC
Education Law of the PRC

On 18 March 1995, the National People’s Congress of the PRC (2 AR FEKE, the “NPC”) enacted
the Education Law of the PRC (the “Education Law”), which was amended on 27 August 2009. The
Education Law sets forth provisions relating to the fundamental education systems of the PRC, including
a school education system comprising kindergarten education, primary education, secondary education
and higher education, a system of nine-year compulsory education, a national education examination
system, and a system of education certificates. The Education Law stipulates that the government
formulates plans for the development of education, establishes and operates schools and other educational
institution. Furthermore, it provides that in principle, enterprises, social organisations and individuals are
encouraged to establish and operate schools and other types of educational institutions in accordance with
PRC laws and regulations. Meanwhile, no organisation or individual may establish or operate a school or
any other educational institution for profit-making purposes. The Education Law also stipulates that some
basic conditions shall be fulfilled for the establishment of a school or any other educational institution,
and the establishment, modification or termination of a school or any other educational institution shall,
in accordance with the relevant PRC laws and regulations, go through the procedures of examination,
verification, approval, registration or filing. On 27 December 2015, the Education Law was amended (the
“amended Education Law”), which became effective on 1 June 2016. The amended Education Law
repudiates paragraph III of Article 25 of the old law, which prohibits any organisation or individual from
establishing or operating a school or any other educational institution for profit-making purposes.
Accordingly, the amended Education Law allows the establishment or operation of schools for
profit-making purposes. Nevertheless, schools and other educational institutions sponsored wholly or
partially by government financial funds and donated assets are prohibited from being established as
for-profit organisations.

The Law for Promoting Private Education and the Implementation Rules for the Law for Promoting
Private Education

The Law for Promoting Private Education of the PRC became effective on 1 September 2003 and was
amended on 29 June 2013, and the Implementation Rules for the Law for Promoting Private Education of
the PRC ( {1 #E A RILAE RIFAF (LR EEB]) ) became effective on 1 April 2004. Under these
regulations, “private schools” are defined as schools established by social organisations or individuals
using non-government funds. The establishment of a private school shall meet the local need for
educational development and the requirements of the Education Law and the relevant laws and regulations.
The standards for the establishment of private schools shall conform to those for the establishment of
public schools of the same grade and category. In addition, private schools providing academic
qualifications education, kindergarten education, education for self-study examination and other education
shall be subject to approval by the education authorities at or above the county level, while private schools
engaging in occupational qualification training and occupational skill training shall be subject to approvals
from the authorities in charge of labour and social welfare at or above the county level. A duly approved
private school will be granted a Permit for Operating a Private School (FRHFELMHFELFF ] #5) and shall be
registered with the Ministry of Civil Affairs of the PRC (3 A R ALFIE REGH, the “MCA”) or its local
counterparts as a privately run non-enterprise institution (FHEJE>ZE%¥17). Each of our PRC Operating
Schools has obtained the Permit for Operating a Private School and has been registered with the relevant
local counterpart of the MCA.
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Under the above regulations, private schools have the same status as public schools, though private
schools are prohibited from providing military, police, political and other kinds of education which are of
a special nature. The operations of a private school are highly regulated. For example, a private school
shall establish an executive council, the board of directors or any other form of the decision-making body
and such decision-making body shall meet at least once a year. Teachers employed by a private school
shall have the qualifications specified for teachers and meet the conditions as provided for in the Teachers
Law of the PRC ( {3 A RILABZATEL) ) and the other relevant laws and regulations, and there shall
be a definite number of full-time teachers in a private school, and in private schools offering academic
qualifications education full-time teachers shall account for not less than one-third of the total number of
the teachers. Each of our colleges provides diplomas or certificates to students. In line with relevant
regulations, all of our courses required for PRC diplomas are taught by teachers that are certified by the
relevant city education bureaus after undergoing systematic training and passing standardised tests in the
subject they teach.

The Amendment to the Law for Promoting Private Education

The 2016 Decision, namely the Decision of the Standing Committee of the National People’s Congress on
Amending the Law for Promoting Private Education of the PRC ( (& A\ RACE K& # B Z B BN &R
<HrEE N R AL B RHFECE (R A > E ) ) was promulgated by Order No. 55 of the President of the
PRC on 7 November 2016 and became effective on 1 September 2017.

Pursuant to the Education Law of the PRC and the Higher Education Law of the PRC before the 2016
Decision comes into force, no organisation or individual may establish or operate a school or any other
education institution for profit-making purposes and according to the aforementioned provisions, no
private schools shall be established for profit-making purposes. Pursuant to the Implementation Rules,
private schools are classified into three categories, namely, (i) schools whose sponsors make donations to
the establishment of the schools, (ii) schools whose sponsors do not require reasonable returns and (iii)
schools whose sponsors require reasonable returns.

Prior to the 2016 Decision, amendments to the Education Law of the PRC and the Higher Education Law
of the PRC were made by the Standing Committee of the National People’s Congress on 27 December
2015, which became effective on 1 June 2016. The amended Education Law and Higher Education Law
(as defined below) repudiate the provisions that prohibit any organisation or individual from establishing
or operating a school for profit-making purposes. The 2016 Decision further establishes a new
classification system for private schools to be classified by whether they are established and operated for
profit-making purposes. Under the 2016 Decision, sponsors of private school may choose to establish
non-profit or for-profit private schools at their own discretion. Nonetheless, school sponsors are not
allowed to establish for-profit private schools that are engaged in compulsory education. In other words,
the schools engaged in compulsory education should retain their non-profit status under the 2016 Decision.
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The following table sets forth the key differences between a for-profit private school and a non-profit
private school under the 2016 Decision:

For-profit private school

Non-profit private school

Receipt of operating profits

Licenses and registration

Fees to be charged

Tax treatment

Land

Government support

Liquidation

Sponsors are entitled to retain the
operating profits and proceeds
from the school and the operation
surplus may be allocated to the
sponsors in accordance with the
provisions of the PRC Company
Law and other relevant laws and
regulations.

Private school operating license,
business license and other
registrations required to go
through by a corporate legal
person in the PRC.

The school is entitled to set its
own tuition fees and other
miscellaneous fees without the
need to seek prior approvals from
or report to the relevant
government authorities.

Taxation policies are still unclear
as more specific provisions are
yet to be introduced.

The school may acquire the
required land use rights by
purchasing them from the
government.

The people’s governments at or
above the county level may
support the school by subscribing
to the school’s services, provision
of student loans and scholarships,
and leases or transfers of unused
state assets.

The remaining assets of the
school after liquidation shall be
distributed to the sponsors in
accordance with the PRC
Company Law.

Sponsors are not entitled to any
distribution of operating profits
or proceeds from school and all
operation surplus shall be used
for the operation of the school.

Private school operating license
and registration certificate as a
private non-enterprise entity.

The fees charged by the school
shall be regulated by the
provincial, autonomous regional
or municipal governments.

Same preferential tax treatment
as public schools.

The school may acquire the
required land use rights in the
form of allocation by the
government as a preferential
treatment.

The school will also enjoy the
support from the people’s
governments available to a for-
profit private school. In addition,
the people’s governments may
further take such measures as
government subsidies, bonus
funds and incentives for donation
in support of the school.

The remaining assets of the
school after liquidation shall be
applied to the operation of other
non-profit private schools.
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In addition, the 2016 Decision provides that, where an organisation or individual establishes or operates
a private school without authorisation, it/he shall be ordered by the relevant administrative department of
the government to cease operation of the school and return the fees collected, and shall be fined not less
than one time but not more than five times of the illegal gains. If a sponsor’s act is found to violate the
administration of public security, the sponsor shall be imposed a penalty by the public security authority
according to the law. If a sponsor’s act constitutes a crime, the sponsor shall be subject to criminal
liabilities according to the law.

Under the 2016 Decision, by choosing to be registered as non-profit private schools, private schools
established prior to the publication date of the 2016 Decision shall revise their articles of association in
accordance with the 2016 Decision and can maintain their status quo, and upon liquidation of these private
schools in the future, their sponsors may apply for reasonable compensations or receive awards that are
to be paid from the residual property of their private schools. The remaining assets shall continue to be
used for the operation of non-profit schools. Private schools that choose to be registered as for-profit
private schools, on the other hand, shall perform a financial liquidation procedure so as to authenticate
various parties’ property rights, pay taxes and fees accrued thereto, re-register as for-profit institutions and
continue their operation of private schools. Specific measures relating to conversion into for-profit and
non-profit private schools will be formulated by the people’s governments of provinces, autonomous
regions and municipalities directly under the Central Government where the schools are located.

On 29 December 2016, the State Council issued the Several Opinions of the State Council on Encouraging
the Operation of Education by Social Forces and Promoting the Healthy Development of Private Education
( CEOBs BB A St &y BB B RO A B RS RS T R) ) (the  “State  Council
Opinions”), which require, among other things, to relax access to the operation of private schools and
encourage social forces to enter the education industry. The State Council Opinions also provide that each
level of the people’s government shall increase its support to the private schools in terms of financial
investment, financial support, autonomous policies, preferential tax treatments, land policies, fee policies,
autonomous operation, and protection of teachers’ and students’ rights. The State Council Opinions further
require each level of the people’s government to improve its local policies on governmental support to
for-profit and non-profit private schools by way of, among others, preferential tax treatments. The State
Council Opinions further provide that private schools shall apply at least 5% of their tuition income as
scholarship and financial aids to their students.

On 30 December 2016, the MOE, the MCA, the SAIC, the Ministry of Human Resources and Social
Welfare and the State Commission Office of Public Sectors Reform jointly issued the Implementation
Rules on the Classification Registration of Private Schools ( (MR FUEFCEMANND) ) (the
“Classification Registration Rules”), reflecting the new classification system for private schools as set
out in the 2016 Decision. Pursuant to the Classification Registration Rules, if a private school established
before promulgation of the 2016 Decision chooses to register as a non-profit school, it shall amend its
articles of association, continue its operation and complete the new registration process. If such private
school chooses to register as a for-profit school, it shall conduct financial liquidation process, have the
property rights of its assets such as lands, school buildings and net balance being authenticated by relevant
governmental authorities, pay up relevant taxes, apply for a new Permit for Operating a Private School,
re-register as for-profit schools and continue its operation. Specific provisions regarding the above
registrations are yet to be introduced by the people’s government at the provincial level in most of cities.
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On 30 December 2016, the MOE, the SAIC and the Ministry of Human Resources and Social Welfare
jointly issued the Implementation Rules on the Supervision and Administration of For-profit Private
Schools (& FIVE R HFELAG B BHE FRE AN ) ), pursuant to which the establishment, division, merger
and other material changes of a for-profit private school shall first be reported by the board of directors
of the relevant school to the relevant authorities and approved by relevant approving organs, which may
include the education authorities, the authorities in charge of labour and social welfare and the people’s
government at the provincial level, and subsequently be registered with the competent branch of the SAIC.

Besides the 2016 Decision and the above rules and regulations, the details of the operation requirement
of non-profit schools and for-profit schools will further be provided in implementation regulations that are
yet to be introduced (the “Implementation Regulations™), all of which will affect the decisions we may
make in response to the 2016 Decision and the impact on our business model brought by the 2016
Decision:

. the amendment to the Implementation Rules for the Law for Promoting Private Education of the
PRC;

. the local regulations relating to legal person registration of for-profit and non-profit private schools;
and

. the specific measures to be formulated and promulgated by the competent authorities responsible for

the administration of private schools in the province(s) in which our schools are located, including
but not limited to the specific measures for re-registration as for-profit schools, the specific
requirements for authenticating various parties’ property rights and payment of taxes and fees of
for-profit private schools, taxation policies for for-profit private schools, measures for the collection
of non-profit private schools’ fees.

Sponsor’s Interests

According to PRC laws and regulations, entities and individuals who establish private schools are
commonly referred to as “sponsors” rather than “owners” or “shareholders”. The economic substance of
“sponsorship” with respect of private schools is substantially similar to that of ownership in terms of legal,
regulatory and tax matters. Private education is treated as a public welfare undertaking under the
regulations. Nonetheless, prior to the 2016 Decision coming into effect, sponsors of a private school may
choose to require “reasonable returns” from the annual net balance of the school after deduction of costs
for school operations, donations received, government subsidies (if any), the reserved development fund
and other expenses as required by the regulations. Under the 2016 Decision, private schools shall elect to
be re-registered as non-profit or for-profit status within the period prescribed by the provincial
implementation rules, during which the schools may maintain the status quo. Upon such re-registration
becoming effective, sponsors of private school will no longer be required to indicate whether they require
“reasonable returns” or not.

Prior to the 2016 Decision becoming effective, all of our schools were private schools whose sponsor does
not require reasonable returns.

Prior to the 2016 Decision becoming effective, at the end of each fiscal year, every private school is
required to allocate a certain amount to its development fund for the construction or maintenance of the
school or procurement or upgrade of educational equipment. In the case of a private school whose sponsor
requires reasonable returns, this amount shall be no less than 25% of the annual net income of the school,
while in the case of a private school whose sponsor does not require reasonable returns, this amount shall
be equal to no less than 25% of the annual increase in the net assets of the school, if any. Under the 2016
Decision, whether private schools shall continue to allocate the above development fund is subject to
amendment of the Implementing Rules of the Law for Promoting Private Education.
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The sponsor of a private school has the obligation to make capital contributions to the school in a timely
manner. The contributed capital can be in the form of tangible or non-tangible assets such as materials in
kind, land use rights or intellectual property rights. The capital contributed by the sponsor becomes assets
of the school and the school has independent legal person status. In addition, subject to the schools
constitutional documents the sponsor of a private school has the right to exercise ultimate control over the
school by becoming the member of (if sponsor is individual) and controlling the composition of the
school’s decision-making body. Specifically, the sponsor has control over the private school’s
constitutional documents and has the right to elect and replace the majority of the private school’s
decision-making bodies, such as the school’s board of directors, and therefore controls the private school’s
business and affairs.

Pursuant to the 2016 Decision, sponsors of for-profit private schools are entitled to retain the profits and
proceeds from the schools and the operation surplus may be allocated to the sponsors pursuant to the PRC
Company Law (as defined below) and other relevant laws and regulations. Sponsors of non-profit private
schools are not entitled to any distribution of profits or revenue from the non-profit schools they operate
and all operation surpluses of the schools shall be used for the operation of the schools.

Implementation Opinions of Henan Government on Encouraging the Operation of Education by
Social Forces and Promoting the Healthy Development of Private Education

On 2 February 2018, Henan Municipal Government promulgated the Implementation Opinions of Henan
Government on Encouraging the Operation of Education by Social Forces and Promoting the Healthy
Development of Private Education ( T & A B BUR B A S8+ ) 5 FURACR 1 — D e R IACE
FEEE R E MR ML) ) (the “Henan Implementation Opinions™). Pursuant to the Henan Implementation
Opinions, school sponsors of the private schools are allowed to register and operate the schools as
for-profit private schools or non-profit private schools. The higher education institutions in Henan
Province shall complete the re-registration procedures by the end of year 2022. The Henan Implementation
Opinions also provide that the tuition fees of non-profit schools shall be subject to government restrictions
and will gradually become subject to market adjustments; while for-profit schools are entitled to formulate
their own standard of tuition fees at their discretion with reference to market conditions. However, once
the standard of tuition fees is formulated for a particular school year, the private schools shall not increase
the standard of tuition fees or charge additional fees during the same school year.

Implementation Opinions of Hubei Government on Promoting the Healthy Development of Private
Education

On December 20, 2017, Hubei Municipal Government promulgated the Implementation Opinions of Hubei
Government on Promoting the Healthy Development of Private Education ( €& A RSB B A 52 B+t € )
= ELEACE R R R R R E G ) ) (the “Hubei Implementation Opinions™). The Hubei
Implementation Opinions aims to promote the healthy development of private education and puts forward
the overall requirements of private education. It details the rules for the classification administration of
for-profit private schools and non-profit private schools, improves the financial support and tax
preferential policies and so on.

It enhances the new classification system for private schools as set out in the 2016 Decision and the
Classification Registration Rules. Schools in Hubei Province shall finish the re-registration procedure
before 1 September 2020 in principle.
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Interim Measures for the Management of the Collection of Private Education Fees

Pursuant to the Interim Measures for the Management of the Collection of Private Education Fees ( ([
WEECE W IR 1T 1) ), which was promulgated by the NDRC, the MOE and the Ministry of Labour
and Social Security (currently known as the Ministry of Human Resources and Social Security ("1# AR
FLFNE A J7 & IR ANAL & AR B2 ER) on 2 March 2005, and the Implementation Rules for the Law for Promoting
Private Education and the Henan Province Interim Measures for the Management of the Collection of
Private Education Fees ( JFg#E RIFER L B 1T4 FHHE) ) which became effective on 1 August
2005, the types and amounts of fees charged by a private school providing academic qualifications
education shall be examined and verified by the education authorities or the labour and social welfare
authorities and approved by the governmental pricing authority, and the school shall obtain the Fee Charge
Permit ( (YL FFAI#) ). A private school that provides non-academic qualifications education shall file
its pricing information with the governmental pricing authority and publicly discloses such information.
If a school raises its tuition levels without obtaining the proper approval or making the relevant filing with
the relevant government pricing authorities, the school would be required to return the additional tuition
fees obtained through the raise and become liable for compensation of any losses caused to the students
in accordance with the relevant PRC laws. However the governmental pricing authorities in Henan
province, where all our colleges are located, have in practice stopped using the Fee Charge Permits in their
daily administration. As a result, all of our colleges do not have Fee Charge Permits. All our colleges have
also obtained certification from the competent governmental pricing authorities certifying that each of our
colleges is in compliance with the regulations regarding the collection of tuition.

According to the Notice on the Cancellation of the Fee Charge Permit System and Strengthening the
Supervision ([ G HE i W 2 Fo EHR B A ST WA 2 R R R T o g P S AR R RO M), “Circular
36”), which was issued jointly by the NDRC and the Ministry of Finance on 9 January 2015, the Fee
Charge Permit certificate issuance and annual review system shall be cancelled nationwide from 1 January
2016. According to the Forward Notice on the Cancellation of the Fee Charge Permit System and
Strengthening the Supervision ( € [Bf7AT 58 < B0 52 9% Je i 23 B OGP A OIS WAc 28 7wl b o 52 o o = v
RESE W3 HA1>) ), the Fee Charge Permit annual review shall be cancelled in Henan Province from 1
January 2015. Furthermore Fee Charge Permit certificates shall not be issued in Henan Province and all
issued Fee Charge Permits shall become automatically invalid from 1 April 2015.

On 11 June 2015, the People’s Government of Henan Province ({1 B & EUf) published the Opinions of the
People’s Government of Henan Province on Further Deepening Price Reform ( < Fg & A RBURT B i 4
— A EACEMCERE ) |, the “Price Reform Opinions™). The Price Reform Opinions aim to further
reform the pricing of public utilities and public services in Henan Province. Among other things, the Price
Reform Opinions provide that: (i) the government control over the education related fees for part-time
postgraduate educational services shall be reduced; (ii) the government control over the education related
fees for privately-run formal education shall be reduced gradually; and (iii) the record-filling requirement
for the fees charged by privately-run kindergartens shall be abolished. The Price Reform Opinions also
encourage the social community to run education businesses on their own.

Pursuant to the Notice on the Filing System of the Tuition Fees of Private Higher Education Institution
and the Related Issues ( (HEAILEYME )R ~ WAL EBE HER R T A RO 48 /5 45 B A B B el 22 A )
R (SPEE[2014]14498)), which was promulgated jointly by Hubei Province Price Bureau and
Hubei Provincial Department of Education on 14 May 2014 and became effective on 1 September 2014,
the level of tuition fees, boarding fees and service fees charged by private schools or any adjustments
thereto shall be filed with competent education and pricing authorities.
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Regulations on Safety and Health Protection of Schools

Pursuant to the Food Safety Law of the PRC ( (¥ A RALFIE & &% 47%) ), which was amended on
24 April 2015 and became effective on 1 October 2015, collective canteens of schools and kindergartens
shall obtain licences in accordance with the laws and strictly abide by the laws, regulations and food safety
standards. Schools and kindergartens should only order meals from off-site providers that have obtained
the relevant food production licences and should conduct regular inspections on the meal provided.

In accordance with the Regulation on Hygiene Administration of School Canteens and Collective Dining
of Students ( (EEAC & 4 BLER AL SR8 & i A= 5 BEHLE ) ), which was promulgated on 20 September 2002
and became effective on 1 November 2002, hygiene administration of school canteens and collective
dining of students should (a) follow a policy of precaution in the first place, and (b) observe the principles
of being supervised and instructed by hygiene administrative department, being managed and inspected by
education administrative department, and being executed by school. School canteens should keep the
environment inside and outside clean and tidy, and strictly supervise the process of food procurement.
Staff members and management personnel of canteens should master the basic requirements of food
hygiene. The principal shall be responsible for the food safety of the school canteen, and full-time or
part-time food hygiene management personnel shall be appointed.

According to the Circular on Strengthening Hygiene and Epidemic Prevention and Food Hygiene and
Safety of Private Schools ( BN BRAFEEACf AR B R BLEE i &2 2 TAERYMEAT) ), which  was
promulgated on 29 April 2006, private schools should pay high attention to and strengthen the school
hygiene and epidemic prevention and the food hygiene and safety.

Industry and Delivery Entity of Collective Dining ( & fRZEFN S FI 4 Bie 2k B # AE KL#E) ), and should
strictly comply with the hygiene operation norms. In order to ensure the hygiene and safety of food and
drink of teachers and students, schools should (a) establish a system of procurement of canteen supplies
from designated suppliers, (b) establish a system of demanding for certificate and keeping record during
procurement, (c) establish a system of retention of food for check-up and record, and (d) examine the
situation of hygiene and safety of drinking water.

Pursuant to the Circular on Further Strengthening Food Safety of School Canteens ( B #E— 25 i o £2
M % A TAERY#E%N) ) issued on 11 August 2011, school canteens are comprehensively required
to carry out food safety self-inspection. Local food and drug administration at all levels are required to
comprehensively strengthen supervision and inspection on food safety of school canteens before
commencement of each term, and, before the commencement of every spring term and every autumn term,
should consider school canteens as key point of supervision and strengthen the supervision and inspection.
School food safety responsibility system should be comprehensively carried out.

According to the Regulation on Catering Food Safety Supervision and Management of School Canteens
of Henan Province ( Il FEEAM (& 5B K & 2 B B 7)) ), which was promulgated on 2 March
2015 and became effective on the same day, and the Regulation on Catering Food Safety Supervision and
Management of School Canteens of Hubei Province ( CGIAL B B B B B AR 4 2 B ) ),
which was promulgated on 17 April 2015 and became effective on the same day, subject to delegate
management of the school canteens, the entrusted operators of the canteens are required to have a business
licence and other related qualifications, and operate and manage catering services in strict accordance with
related laws and regulations on food safety.

According to the Regulation on Sanitary Work of Schools ( (ER:fGA TAEWM) ), which was
promulgated on 4 June 1990 and became effective on the same day, schools shall carry out sanitary work.
The main tasks of the sanitary work include monitoring health conditions of students, carrying out health
education among students, helping students develop good health habits, improving health environment and
health conditions for teachers and enhancing prevention and treatment of infectious disease and common
diseases among students.
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Regulations on Higher Education

According to the Higher Education Law of the PRC (#'#E A\ R ILAN Bl 55 F %), which was promulgated
on August 29, 1998 and was then amended on December 27, 2015 and became effective on June 1, 2016,
higher education includes education for academic qualifications and education for non-academic
qualifications. Higher education institutions are universities, independent colleges, and specialised higher
education schools, including higher vocational schools and higher education schools for adults. The
establishment of higher education institutions for regular course education and above shall be subject to
examination and approval by the administrative department for education under the State Council, the ones
for special course education shall be subject to examination and approval by the people’s governments of
provinces, autonomous regions and municipalities directly under the Central Government,then report to
the administrative department for education under the State Council for record. The establishment of other
higher education organisations shall be subject to examination and approval by the administrative
department for education under the people’s governments of provinces, autonomous regions and
municipalities directly under the Central Government. Higher education for academic qualifications
includes special course education, regular course education and graduate course education. Higher
education shall be conducted by higher education institutions and other higher education organisations.
Higher education institutions shall be established in accordance with State plans for the development of
higher education and in keeping with the interests of the State and the public. Universities and independent
colleges shall mainly conduct regular course education and education at a still higher level. Specialised
higher education schools shall conduct special course education. With the approval of the administrative
department for education under the State Council, research institutes may undertake the graduate
programme. Other higher education organisations shall conduct higher education for non-academic
qualifications. Universities and independent colleges shall, in addition, have a stronger staff for teaching
and research, a higher level of teaching and research, as well as a necessary size of the student body, in
order that they can offer regular course education and education at a higher level. Moreover, universities
shall offer at least three branches of learning designated by the State as the main courses.

Further, the MOE issued the Several Provisions on the Administration of Non-state-operated Colleges and
Universities ( (RIFmEERILE A THE) ) on February 3, 2007, which was amended on
November 10, 2015, pursuant to which the conditions for running non-state-operated colleges and
universities shall conform to the establishment standards as prescribed by the state and the basic indicators
for running regular colleges and universities. The investors of a non-state-operated college or university
shall, under the Non-State-operated Education Promotion Law and the Regulation for the Implementation
thereof, timely and fully perform the capital contribution obligation. No non-state-operated college or
university may engage in educational and teaching activities in any place other than that as specified in
the licence for running non-state-operated education, or establish any branch, or rent or lend to others its
licence for running non-state-operated education. The president of a non-state-operated college or
university shall satisfy the appointment requirements of the state and shall have 10 or more years of
experience of administration of higher education and shall not be over 70 years old. The term of office of
a president shall be 4 years in principle.

Regulations on the Operation of Independent Colleges

According to Measures for the Establishment and Administration of Independent Colleges (137 &
B PRHEL), which was promulgated on February 22, 2008 and amended on November 10, 2015 and
became effective on the same day, Independent Colleges refer to the colleges engaging in undergraduate
diploma education and set up by the cooperation of colleges or universities engaging in undergraduate and
graduate diploma education and social organisation and individuals except for the state organs with
non-state financial funds.

A social organisation applying to be the school sponsor of an independent college shall be qualified as a
legal person, with its registered capital no less than RMBS50 million, its total assets no less than RMBO0.3
billion, net assets no less than RMB120 million and its asset-liability ratio no more than 60%. Common
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colleges and social organisations who intend to engage in the set-up of an independent college shall enter
into a cooperative agreement which contains the independent college’s education aim, its cultivation goal,
each party’s investment sum and method of investment, the rights and obligations of each party, the
methods for solving disputes, and other appropriate content. An application for the establishment of an
independent college shall be subject to the approval of the MOE in accordance with the same procedures
for the set-up of the colleges and universities engaging in undergraduate diploma education.

An independent college shall establish an executive council, a board of directors and other forms of
decision-making bodies. The executive council or the board of directors shall be organised by the
representative of the colleges or universities and social organisations who are school sponsors of the
independent colleges, the president, the representatives of the faculty and staff. No less than 2/5 of the
members of the executive council or the board of the directors shall be the representative of the colleges
or universities. The executive council or the board of directors shall consist of at least five persons, with
one acting as the director-general of the executive council or chairman of the board of directors. Their
names shall be reported to the examination and approval organ for record.

The executive council, the board of directors or a decision-making body of other forms for an independent
colleges hall hold a meeting at least twice each year. Upon the proposal of 1/3 or more of the component
members, the executive council, the board of directors or a decision-making body of other forms may
convene a temporary meeting. The quorum attendance of the meeting of the executive council, the board
of directors or a decision-making body of other forms shall be more than half of the executives or directors
of an independent college. Material matters such as the appointment or dismissal of the president, the
modification of the articles of association of the independent college, the preparation of development
plans, the review and approval of the budget and final accounts and other material matters specified in the
articles of association of an independent college shall be subject to the resolution of the executive council,
the board of directors or a decision-making body of other forms passed by 2/3 or more of its component
members.

An independent college shall grant the certificate of graduation with the name of the college on it to
students who have completed the required study with qualified performance. And furthermore, an
independent college that obtains the appropriate qualification for conferring degrees after it is examined
and approved in accordance with the relevant regulations is permitted to grant a bachelor’s degree
certificate to the students who satisfy the required conditions.

Where an independent college makes utilisation of the management resources, teachers, curriculums and
other education resources of the colleges and universities who act as its school sponsors, the payment
made by the independent college to its school sponsors is permitted to be deemed and calculated as the
running cost of the independent college in accordance with the cooperation agreement among the school
sponsors and/or the relevant PRC regulations. And the school sponsors of an independent college may
require to have reasonable gains from the balance of the college which is calculated by deducting the
running costs, drawing the reserved development funds and other necessary expenses in accordance with
PRC regulations from the income of the independent college.

According to the Opinions of the MOE to Establishment of Ordinary Tertiary Schools of Eleventh
Five-year ( CEFEIA <t — F AR M8 = S5 2 B TAEME L) ),  the conversion of an
independent college into a private higher education institution shall conform with the procedure for
establishment of a higher education institution.

The Higher Education Law of the PRC and Interim Provisions on Establishment of Ordinary
Undergraduate Schools ( (AR BB 1T7HLE) ) provides for the procedure of the establishment
of an ordinary undergraduate school, which Shangqiu University and Anyang University have followed in
its conversion process. As required by the procedure, the board of directors of Shangqiu University and
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Anyang University have filed an application for conversion into a private higher education institution with
the Henan Provincial Government and the MOE for conversion and the MOE has released such approval
to the Henan Provincial Government. Each of Shangqiu University and Anyang University has obtained
the new Permit for Operating a Private School (FHFEALHEELFF ] #) and Registration Certificate for a
Privately Run Non-Enterprise Institution (F&HFIE A>3 8807 507,

Regulations on Establishment of Majors in Colleges and Universities

According to the Provisions on the Establishment of Undergraduate Majors in Colleges and Universities
( CEl S A AR B R B A HEHIE) ) and the Colleges and Universities Majors Directory (2012)( (¥
78 5 SR AR ZE H $%(20124F)) ) (the “College and University Majors Directory”), which were issued
on September 14, 2012, colleges and universities are allowed to establish undergraduate majors through
the following three ways: (i) the establishment of the undergraduate majors (except State-controlled
distribution majors) included in the Colleges and Universities Undergraduate Majors Directory (2012)
shall be filed with the MOE; (ii) the establishment of majors not included in the Colleges and Universities
Undergraduate Majors Directory (2012) is subject to the approval by the MOE; and (iii) the establishment
of the State-controlled distribution undergraduate majors is subject to the approval by the MOE.

Outline of China’s National Plan for Medium-and Long-Term Education Reform and Development
(2010-2020)

On July 8, 2010, the PRC central government promulgated the Outline of China’s National Plan for
Medium-and Long-Term Education Reform and Development (2010-2020) (5% H & ZH oo fgg e
FEAHZL), (2010-2020) which for the first time announced the policy that the government will implement
a reform to divide private education entities into two categories: (1) For-profit private education entities
and (2) not-for-profit private education entities. On October 24, 2010, the General Office of the State
Council (BHSBi /> HE) issued the Notices on the National Education System Innovation Pilot (i 5 &
Bl %0 A HE ) e it B 4 N, “Pilot Notice™). Following the Pilot Notice, the MOE submitted to the
State Council A Series of Suggested Amendments to Varies of Educational Laws (¥ B 53— &7 &
R L ZE (L5 ), the “Drafted Amendments”) which were published by the legislation office of the State
Council on September 5, 2013. The Standing Committee of the PRC National People’s Congress, or the
NPC Standing Committee, published Package Amendments to Education Laws (Draft) (Z 8 % —{E 1
BEIE R (ES), the*Package Amendments”) on September 7, 2015. Under the Pilot Notice and Drafted
Amendments and the Package Amendments, the PRC government plans to implement a for-profit and
not-for-profit classification management system for private schools.

Decision on Amending Four Inbound Investment Laws

On 3 September 2016, the Standing Committee of the National People’s Congress of the PRC (2E A K
W52z B €) published the Decision of the Standing Committee of the National People’s Congress on
Revising Four Laws Including the “Law of the People’s Republic of China on Wholly Foreign-Owned
Enterprises” ( (2B AKFEBZE B & BINMEM < 3N RILFESNE D FEESF U ERIEFRMPRE) ,  the
“Decision”) which came into effect on 1 October 2016. The Decision revises the current foreign
investment legal regime consisting of four laws: the Wholly Foreign-Owned Enterprise Law ( {H%#E AR
LR SNE 2E1L) ), the Sino-Foreign Equity Joint Venture Enterprise Law ( ¥ A RILFE p AN E
2£7%) ), the Sino-Foreign Cooperative Joint Venture Enterprise Law ( {9 # A RILFIE tp oG VRSS2
2£7%) ) and the Law on the Protection of Investment of Taiwan Compatriots ( ¥ A R ILFIE &
7l B G PR i) ).

The Decision makes significant changes of examination and approval of foreign investments, in areas
where the PRC government does not implement special entry administration measures, will be replaced
with the new record-filing approach. The Decision means that the establishment of any foreign invested
enterprise operating in industries where the PRC government does implement special entry administration
measures, or, industries on the “Negative List”, will still require entry clearance and other approvals that
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are not required for PRC domestic entities. On 8 October 2016, the NDRC and the MOFCOM published
the No. 22 Announcement of 2016 ( H 3 A AN B B0 548 i Al ol 22 B R v 3 A IR G o8] i 5 3
20164F 552298545 ) ) (the “Announcement”). Pursuant to the Announcement, the State Council approved
that the categories of the industries for which the PRC government will implement special entry
administration measures and still require entry clearance and other approvals under the Decision (i.e., the
“Negative List”), should be consistent with the Catalogue of Industries for Guiding Foreign Investment
(2015 Revision) ( (HMETE FE 45 E H #(20154-5%])) ). The details about Negative List refer to the
“Catalogue of Industries for Guiding Foreign Investment (Amended in 2017)” section.

PRC LAWS AND REGULATIONS RELATING TO PROPERTY IN THE PRC

Pursuant to the Property Law of the PRC ( (H3#E N [RILFIFYHEE) | the “Property Law”) which was
promulgated on 16 March 2007 and became effective on 1 October 2007, educational, medical and health
and other public welfare facilities and other properties of institutions and social groups with the aim of
benefiting the public such as schools, kindergartens and hospitals are not allowed to be mortgaged. As
advised by our PRC Legal Adviser, educational facilities in our colleges cannot be mortgaged.

According to the Property Law, transferable fund units and equity, property rights in intellectual property
rights of transferable exclusive trademark rights, patent rights, copyrights, accounts receivable and other
property rights as stipulated by any law or administrative regulation to be pledgeable may be pledged. As
advised by our PRC Legal Adviser, as no law or administrative regulation stipulates that a sponsor’s right
is pledgeable, the pledge of a sponsor’s right in a private school will not be accepted by the MOE or MCA.

LEGAL REGULATIONS OVER INTELLECTUAL PROPERTY IN THE PRC
Trademark

Pursuant to the Trademark Law of the PRC ( {H# N\ RILFIEI %) ) (the “Trademark Law”), which
was revised on 30 August 2013 and with effect from 1 May 2014, registered trademarks refer to trademarks
that have been approved and registered by the Trademark Office of the State Administration for Industry
& Commerce ([B % 47 BUE P45 P H5E)%)), which include commodity trademarks, service trademarks,
collective marks and certification marks. The trademark registrant shall enjoy an exclusive right to use the
trademark, which shall be protected by law.

Domain Name

Pursuant to the Administrative Measures for Internet Domain Names ( {EI# 4 & FHEL) ), which
was promulgated by the Ministry of Industry and Information Technology of the PRC on 24 August 2017
and with effect from 1 November 2017, domain name registration services shall be subject to the principle
of “first come, first served”. The domain names registered or used by an organisation or individual shall
not contain any contents prohibited by laws and administrative regulations. A domain name registration
applicant shall provide the domain name registration service agency with truthful, accurate and complete
identity information on the domain name holder.

PRC LAWS AND REGULATIONS RELATING TO LABOUR PROTECTION

According to the Labour Law of the PRC ( {*# A RILFIE 45 E)i%) ), the “Labour Law”), which was
promulgated by the Standing Committee of the NPC on 5 July 1994 and became effective on 1 January
1995 and was amended on 27 August 2009, an employer shall establish a comprehensive management
system to safeguard the rights of its employees, including developing and improving its labour safety and
health system, stringently implementing national protocols and standards on labour safety and health,
conducting labour safety and health education for workers, guarding against labour accidents and reducing
occupational hazards. Labour safety and health facilities must comply with relevant national standards. An
employer must provide employees with the necessary labour protection equipment that comply with labour
safety and health conditions stipulated under national regulations, as well as provide regular health check
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for workers that engage in operations with occupational hazards. Labourers who engage in special
operations shall have received specialised training and obtained the pertinent qualifications. An employer
shall develop a vocational training system. Vocational training funds shall be set aside and used in
accordance with national regulations and vocational training for workers shall be carried out
systematically based on the actual conditions of the company.

The Labour Contract Law ( {358 &[A#£) ), which was promulgated by the Standing Committee of the
NPC on 29 June 2007 and became effective on 1 January 2008, and was amended on 28 December 2012,
and the Implementation Regulations on Labour Contract Law ( (SE)SREEMEMGH]) ), which was
promulgated and became effective on 18 September 2008, regulate employer and employee relations and
contain specific provisions on the terms of the labour contract. Labour contracts must be made in writing.
An employer and an employee may enter into a fixed-term labour contract, an un-fixed term labour
contract, or a labour contract that concludes upon the completion of certain work assignments, after
reaching due negotiations. An employer may legally terminate a labour contract and dismiss its employees
after reaching agreement upon due negotiations with the employee or by fulfilling the statutory conditions.
Labour contracts concluded prior to the enactment of the Labour Law and subsisting within the validity
period thereof shall continue to be honoured.

According to the Interim Regulations on the Collection and Payment of Social Insurance Premiums ( {4t
IR A 1T B) ), the Regulations on Work Injury Insurance ( LA R B %49]), the Regulations on
Unemployment Insurance ( {RZEMREEF]) ) and the Trial Measures on Employee Maternity Insurance
of Enterprises ( ({ZERK LA FIRFEITHHE) ), enterprises in the PRC shall provide benefit plans for
their employees, which include basic pension insurance, unemployment insurance, maternity insurance,
work injury insurance and basic medical insurance. An enterprise must provide social insurance by
processing social insurance registration with local social insurance agencies, and shall pay or withhold
relevant social insurance premiums for or on behalf of employees. The Social Insurance Law (No.35 of
the President) ( (AL & fRF%) ), which was promulgated on 28 October 2010 and became effective on 1
July 2011, has included pertinent provisions for basic pension insurance, unemployment insurance,
maternity insurance, work injury insurance and basic medical insurance, and has elaborated in detail the
legal obligations and liabilities of employers who do not comply with the relevant laws and regulations
on social insurance.

According to the Interim Measures for Participation in the Social Insurance System by Foreigners Working
within the Territory of China ( {7EFEBEAEEZEM MR A2 it &R 1 T0491) ), which was
promulgated by the Ministry of Human Resources and Social Security on 6 September 2011 and became
effective on 15 October 2011, employers who employ foreigners shall participate in the basic pension
insurance, unemployment insurance, basic medical insurance, occupational injury insurance, and
maternity leave insurance in accordance with the law, with the social insurance premiums to be contributed
respectively by the employers and foreigner employees as required. In accordance with such Interim
Measures, the social insurance administrative agencies shall supervise and examine the legal compliance
of foreign employees and employers and the employers who do not pay social insurance premium in
conformity with the laws shall be subject to the administrative provisions provided in the Social Insurance
Law and the relevant regulations and rules mentioned above.

According to the Regulations on the Administration of Housing Provident Fund ( {fi5 /A48 MM
#1) ), which was promulgated and became effective on 3 April 1999, and was amended on 24 March 2002,
employers are required to contribute, on behalf of their employees, to housing provident funds.

The employer shall process housing provident fund payment and deposit registrations with the housing
provident fund administration centre. The employer shall timely pay up and deposit housing provident
fund contributions in full amount, any employer who violates the above regulations shall be fined and
ordered to make good the deficit within a designed period. Those who fail to process their registrations
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within the designated period shall be subject to a fine ranging from RMB10,000 to RMB50,000. When
companies breach these regulations and fail to pay up housing provident fund contributions in full amount
as due, the housing provident fund administration centre shall order such companies to pay up within a
designated period, and may further apply to the People’s Court for mandatory enforcement against those
who still fail to comply with such order after the expiry of such period.

PRC LAWS AND REGULATIONS RELATING TO TAX
Income Tax

According to the Enterprise Income Tax Law of the PRC ( {3 A\ RILANE MBEFEHIE) ), the “EIT
Law”), which was promulgated on 16 March 2007 and became effective from 1 January 2008, and the
Implementation Rules to the EIT Law ( (3 A RILHAEMSZEMSBIEEMES) ), which was
promulgated on 6 December 2007 and became effective from 1 January 2008 by the State Council,
enterprises are classified as either resident enterprises or non-resident enterprises. The income tax rate for
resident enterprises, including both domestic and foreign-invested enterprises shall typically be 25%
commencing from 1 January 2008. An enterprise established outside China with its “de facto management
bodies” located inside China is considered as a “resident enterprise”, which means it can be treated as
domestic enterprise for enterprise income tax purposes. A nonresident enterprise that does not have an
establishment or place of business in China, or has an establishment or place of business in China but the
income has no actual relationship with such establishment or place of business, shall pay enterprise
income tax on its income deriving from inside China at the reduced rate of enterprise income tax of 10%.

According to Notice of the Ministry of Finance and the State Administration of Taxation on Tax Policies
Relating to Education ( CFAEHRE Z B 55 48 R BRI 2B BLUR BRIV E FN) ), “Circular 39”) and Notice of
the Ministry of Finance and the State Administration of Taxation on Issues Concerning Strengthening the
Administration over the Collection of Business Tax on Educational Services ( {BFEGHR ~ B F B 44 R
ISR 2K 4555 SE BRI FEAT B R RS AT ), “Circular  3”), schools shall be exempt from
enterprise income tax on fees they have collected upon approval and have incorporated under the fiscal
budget management or the special account management of the funds outside the fiscal budget. Schools
shall be exempt from enterprise income tax on the financial allocations they have received and special
subsidies they have obtained from their administrative departments or institutions at higher levels.

According to the Law for Promoting Private Education and its implementation rules, a private school that
does not require reasonable returns enjoys the same preferential tax treatment as public schools, whereas
the preferential tax treatment policies applicable to private schools that require reasonable returns are
separately formulated by the relevant authorities under the PRC State Council. All of our colleges elected
to be schools whose sponsor does not require reasonable return.

According to the 2016 Decision, private schools will be entitled to preferential tax treatments, among
which non-profit private schools will be entitled to the same preferential tax treatment as public schools
and taxation policies for for-profit private schools under the 2016 Decision are yet to be introduced.
Therefore, the preferential tax treatment of our schools under the 2016 Decision will be subject to (i) the
decision we make to operate our colleges as for-profit or non-profit schools, and (ii) the tax treatment of
the for-profit schools which should be stipulated in the Implementation Regulations that are to be
introduced.

Income Tax in relation to Dividend Distribution

The PRC and the government of Hong Kong entered into the Arrangement between the Mainland of the
PRC and Hong Kong for the Avoidance of Double Taxation and the Prevention of Fiscal Evasion with
respect to Taxes on Income ( CPAIHUANFF AR FIlAT R a6 R 7 36 T 1550 Ak o B o AUBE AN 77 1E A IR B 10 42
PE) ), the “Double Tax Avoidance Arrangement”) on 21 August 2006. According to the Double Tax
Avoidance Arrangement, if the beneficiary of the dividends is a Hong Kong resident enterprise, which
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directly holds no less than 25% equity interests in the aforesaid enterprise, the tax levied shall be 5% of
the distributed dividends. The 10% withholding tax rate applies to dividends paid by a PRC company to
a Hong Kong resident if such Hong Kong resident holds less than 25% of the equity interests in the PRC
company.

Pursuant to the Circular of the State Administration of Taxation on Relevant Issues relating to the
Implementation of Dividend Clauses in Tax Agreements ( <[5 ZZ B 1 4 Ja) BE A 04 TR WA 5 o2 AL EM Ve 3 B
A4 AT) ) promulgated by the State Administration of Taxation of the PRC (H 3 A R A 8 5 Z Fii
548 JR)), the*SAT”) and became effective on 20 February 2009, all of the following requirements shall be
satisfied in order for a Chinese resident company to enjoy the preferential tax rates provided under the tax
agreements: (i) such a fiscal resident who obtains dividends should be a company as provided in the tax
agreement; (ii) owner’s equity interests and voting shares of the Chinese resident company directly owned
by such a fiscal resident reaches a specified percentage; and (iii) the equity interests of the Chinese
resident company directly owned by such a fiscal resident, at any time during the 12 months prior to the
obtainment of the dividends, reach a percentage specified in the tax agreement.

Pursuant to the Administrative Measures for Tax Agreements Treatment for Non-resident Taxpayers ( {JF
JE B AR N 55 A2 B WA I o T 2 BRI ) ), which became effective on 1 November 2015, a non-resident
taxpayer meeting conditions for enjoying the tax agreement treatment may be entitled to the tax agreement
treatment itself/himself when filing a tax return or making a withholding declaration through a
withholding agent, subject to the subsequent administration by the tax authorities.

Business Tax

According to the Provisional Regulations on Business Tax ( (& ZB{E17#41) ), which was promulgated
by the State Council on 13 December 1993, came into effect on 1 January 1994 and amended on 10
November 2008, and the Detailed Implementing Rules on the Temporary Regulations on Business Tax
( CEFEBUEATHBIEEAA]) ), which was promulgated by the MOF and the SAT and came into effect
on 25 December 1993, amended on 15 December 2008 and 28 October 2011, business tax is imposed on
the income derived from the furnishing of specified services and transfer of immovable property or
intangible property at rates ranging from 3% to 20%, depending on the activity.

According to Circular 39, Circular 3 and the Provisional Regulations of the PRC on Business Tax,
kindergartens and educational services provided by schools and other educational institutions shall be
exempt from business tax.

Value-added Tax

According to the Temporary Regulations on Value-added Tax ( (H{EBLEFTHHI) ), which was
promulgated by the State Council on 13 December 1993, came into effect on 1 January 1994, and was
amended on 10 November 2008 and 6 February 2016, and the Detailed Implementing Rules of the
Temporary Regulations on Value-added Tax ( (Y{EBLEFTHBIE AL ), which was promulgated by
the MOF and came into effect on 25 December 1993, and was amended on 15 December 2008 and 28
October 2011, all taxpayers selling goods, providing processing, repairing or replacement services or
importing goods within the PRC shall pay value-added tax.

Furthermore, according to the Trial Scheme for the Conversion of Business Tax to Value-added Tax ( &
BB EBEUE 7)), which was promulgated by the MOF and the SAT and came into effect on
1 January 2012, the State began to launch taxation reforms in a gradual manner. The collection of value
added tax in lieu of business tax items was implemented on a trial basis and has not been implemented
in education consulting service industries. According to the Circular on Comprehensively Promoting the
Pilot Programme of the Collection of Value-added Tax in Lieu of Business Tax ( <[ 2 1 i B 260
MRS (ERL A BE A AT) | “Circular 36”), which was promulgated on 23 March 2016 and became effective
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from 1 May 2016, education services provided by schools engaged in diploma education shall be exempted
from VAT. “Circular 36” stipulates that income from the provision of education services that is exempted
from VAT refers to the income from the provision of degree education services for student enrolled within
the officially prescribed admission plans, specifically including: income from tuitions, accommodation
fees, textbook fees, exercise-book fees, and exam entry fees that are examined and approved by the
relevant government authorities and charged according to the prescribed standards, as well as income from
boarding fees for catering services provided by school canteens. Except for the aforesaid income, income
from the sponsorship fees and school-selection fees charged by schools in any name is not exempted from
VAT.

Other Tax Exemptions

According to Circular 39 and Circular 3, the real properties and land used by schools, nurseries and
kindergartens established by enterprises shall be exempted from house property tax and urban land use tax.
Schools and kindergartens which expropriate arable land upon approval shall be exempted from arable
land use tax. Schools and educational institutions established by any enterprises, government affiliated
institutions, social groups or other social organisations or individuals and citizens with non-state fiscal
funds for education and open to the public upon the approval of the administrative department for
education or for labour of the relevant people’s government at the county level or above which has also
issued the relevant school running licence, shall be exempted from deed tax on their ownerships of land
and houses used for teaching activities.

PRC LAWS AND REGULATIONS RELATING TO COMPANIES

The establishment, operation and management of corporate entities in the PRC are governed by the
Company Law of the PRC ( {H#E ANRILFIFAFEEE) ), the “PRC Company Law™), which was
promulgated on 29 December 1993 and amended on 25 December 1999, 28 August 2004, 27 October 2005
and 28 December 2013. Under the PRC Company Law, companies are generally classified into two
categories: limited liability companies and limited companies by shares. The PRC Company Law also
applies to foreign-invested limited liability companies but where other relevant laws regarding foreign
investment have provided otherwise, such other laws shall prevail.

The latest amendment to the PRC Company Law took effect from 1 March 2014, pursuant to which there
is no longer a prescribed timeframe for the shareholders to make full capital contribution to a company,
except otherwise provided in other relevant laws, administrative regulations and State Council decisions.
Instead, shareholders are only required to state the capital amount that they commit to subscribe in the
articles of association of the company. Further, the initial payment of a company’s registered capital is no
longer subject to a minimum amount requirement and the business licence of a company will not show its
paid-up capital. In addition, shareholders’ contribution of the registered capital is no longer required to be
verified by capital verification agencies.

PRC LAWS AND REGULATIONS RELATING TO FOREIGN EXCHANGE

The principal regulation governing foreign currency exchange in China is the Foreign Exchange
Administration Rules of the PRC ( (13 ARILFBISMEE IS ), the “Foreign Exchange
Administration Rules”). These were promulgated by the State Council of the PRC on 29 January 1996 and
with effect from 1 April 1996 and were amended on 14 January 1997 and 5 August 2008. Under these
rules, Renminbi is generally freely convertible for payments of current account items, such as trade and
service-related foreign exchange transactions and dividend payments, but not freely convertible for capital
account items, such as direct investment, loan or investment in securities outside China, unless the prior
approval of the SAFE or its local counterparts is obtained.
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Under the Foreign Exchange Administration Rules, foreign-invested enterprises in the PRC may, without
the approval of SAFE, make a payment from their foreign exchange accounts at designated foreign
exchange banks for paying dividends with certain evidencing documents (board resolutions, tax
certificates, etc.), or for trade and services-related foreign exchange transactions by providing commercial
documents evidencing such transactions. They are also allowed to retain foreign currency (subject to a cap
approval by SAFE) to satisfy foreign exchange liabilities. In addition, foreign exchange transactions
involving overseas direct investment or investment and trading in securities, derivative products abroad
are subject to registration with SAFE or its local counterparts and approval form or filling with the
relevant PRC government authorities (if necessary).

According to the Circular on the Management of Offshore Investment and Financing and Round Trip
Investment By Domestic Residents through Special Purpose Vehicles ( <BiA 5 A J& B4 48 FRik H 192w
BEAM il MR FE B SIS AT B A1 RE 48 K1) ), “Circular 37”), which was promulgated on 14 July
2014 and with effect from the same day, the domestic resident shall be required to register with the local
branch of SAFE for foreign exchange registration of overseas investments before contributing the
domestic and overseas lawful assets or interests to a SPV, and to update such registration in the event of
any change of basic information of the registered SPV or major change in the SPV’s capital, including
increases and decreases of capital, share transfers, share swaps, mergers or divisions. The SPV is defined
as an “offshore enterprise directly established or indirectly controlled by the domestic resident (including
domestic institution and individual resident) with their legally owned assets and equity of the domestic
enterprise, or legally owned offshore assets or equity, for the purpose of investment and financing”;
“Round Trip Investments” refer to “the direct investment activities carried out by a domestic resident
directly or indirectly via an SPV, i.e. establishing a foreign-invested enterprise or project within the PRC
through a new entity, merger or acquisition and other ways, while obtaining ownership, control, operation
and management and other rights and interests”. In addition, according to the procedural guidelines as
attached to the Circular 37, the principle of review has been changed to “the domestic individual resident
is only required to register the SPV directly established or controlled (first level)”.

Pursuant to Circular of the State Administration of Foreign Exchange on Further Simplifying and
Improving the Direct Investment-related Foreign Exchange Administration Policies ( <[ #E— LA
MUHE B G AN FRBCR A ) ), “Circular 137), which was promulgated on 13 February 2015 and
implemented on 1 June 2015, the initial foreign exchange registration for establishing or taking control of
a SPV by domestic residents can be conducted with a qualified bank, instead of the local foreign exchange
bureau, and the Circular 13 also simplifies some procedures relating to foreign exchange for direct
investments.

On 30 March 2015, the SAFE promulgated the Circular on Reforming the Management Approach
regarding the Settlement of Foreign Exchange Capital of Foreign-invested Enterprises ( B &AM 11
JR B A B AT P A S AN AR 4 4 A PR T sCAY 3 ), “Circular 19”7), which came into effect from
1 June 2015. According to Circular 19, the foreign exchange capital of foreign-invested enterprises shall
be subject to the Discretional Foreign Exchange Settlement (“Discretional Foreign Exchange Settlement”).
The Discretional Foreign Exchange Settlement refers to the foreign exchange capital in the capital account
of a foreign-invested enterprise for which the rights and interests of monetary contribution has been
confirmed by the local foreign exchange bureau (or the book-entry registration of monetary contribution
by the banks) can be settled at the banks based on the actual operational needs of the foreign-invested
enterprise. The proportion of Discretional Foreign Exchange Settlement of the foreign exchange capital of
a foreign-invested enterprise is temporarily determined to be 100%. The Renminbi converted from the
foreign exchange capital will be kept in a designated account and if a foreign invested enterprise needs
to make further payment from such account, it still needs to provide supporting documents and go through
the review process with the banks.
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Furthermore, Circular 19 stipulates that the use of capital by foreign-invested enterprises shall follow the
principles of authenticity and self-use within the business scope of enterprises. The capital of a
foreign-invested enterprise and capital in Renminbi obtained by the foreign-invested enterprise from
foreign exchange settlement shall not be used for the following purposes:

1. directly or indirectly used for the payment beyond the business scope of the enterprises or the
payment as prohibited by relevant laws and regulations;

2. directly or indirectly used for investment in securities unless otherwise provided by the relevant laws
and regulations;

3.  directly or indirectly used for granting the entrust loans in Renminbi (unless permitted by the scope
of business), repaying the inter-enterprise borrowings (including advances by the third party) or
repaying the bank loans in Renminbi that have been sub-lent to the third party; and

4.  directly or indirectly used for expenses related to the purchase of real estate that is not for self-use
(except for the foreign-invested real estate enterprises).

SAFE issued the Circular on Reforming and Regulating Policies on the Control over Foreign Exchange
Settlement of Capital Accounts ( [E5<4NREE PRy BH A 00 R o A T H &5 A BLIBOR A4 AT | or
“Circular 167), on 9 June 2016, which became effective simultaneously. Pursuant to Circular 16,
enterprises registered in the PRC may also convert their foreign debts from foreign currency to Renminbi
on self-discretionary basis. Circular 16 provides an integrated standard for conversion of foreign exchange
under capital account items (including but not limited to foreign currency capital and foreign debts) on
self-discretionary basis which applies to all enterprises registered in the PRC. Circular 16 reiterates the
principle that Renminbi converted from foreign currency-denominated capital of a company may not be
directly or indirectly used for purposes beyond its business scope or prohibited by PRC laws or
regulations, while such converted Renminbi shall not be provided as loans to its non-affiliated entities.

As Circular 16 is newly issued and SAFE has not provided detailed guidelines with respect to its
interpretation or implementations, it is uncertain how these rules will be interpreted and implemented.

Provisions on the Merger and Acquisition of Domestic Enterprises by Foreign Investors (Revised in
2009)

Under the Provisions on the Merger and Acquisition of Domestic Enterprises by Foreign Investors
(Revised in 2009) ( B HMNEHE ORI BZEMBE) ), the “M&A Rules”), a foreign investor is
required to obtain necessary approvals when (i) a foreign investor acquires equity in a domestic
non-foreign invested enterprise thereby converting it into a foreign-invested enterprise, or subscribes for
new equity in a domestic enterprise via an increase of registered capital thereby converting it into a
foreign-invested enterprise; or (ii) a foreign investor establishes a foreign-invested enterprise which
purchases and operates the assets of a domestic enterprise, or which purchases the assets of a domestic
enterprise and injects those assets to establish a foreign-invested enterprise. According to Article 11 of the
M&A Rules, where a domestic company or enterprise, or a domestic natural person, through an overseas
company established or controlled by it/him/her, acquires a domestic company which is related to or
connected with it/him/her, approval from the MOFCOM is required.
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BACKGROUND TO THE CONTRACTUAL ARRANGEMENTS

We currently conduct our private education business through our consolidated affiliated entities in the
PRC because PRC laws and regulations, or the implementation of those laws and regulations by the
relevant government authorities, generally prohibit or restrict foreign ownership in the private education
industry in the PRC. Currently, PRC laws and regulations restrict the operation of higher education
institutions to Sino-foreign cooperative joint venture ownership, in addition to imposing a qualification
requirement on the foreign owners. Further, government approvals in respect of Sino-foreign cooperative
joint venture ownership in the private education sector have, with very limited exceptions, been withheld
in practice.

As aresult of the restrictions imposed by PRC laws and regulations, our Company is unable to own or hold
any direct sponsor interest or equity interest (as the case may be) in our consolidated affiliated entities.
Accordingly, the term “ownership” or the related concept, as applied to our Company in this document,
as the case may be, refers to an economic interest in the assets or businesses through the Contractual
Arrangements without holding any sponsor interest or equity interest (as the case may be) in our
consolidated affiliated entities. The Contractual Arrangements, through which we are able to exercise
control over and derive the economic benefits from our consolidated affiliated entities, have been narrowly
tailored to achieve our business purpose and minimise the potential conflict with relevant PRC laws and
regulations.

PRC LAWS AND REGULATIONS RELATING TO FOREIGN OWNERSHIP IN THE HIGHER
EDUCATION INDUSTRY

Pursuant to the Implementation Opinions on Encouraging and Guiding Private Fund’s Entry into the
Education Sector and Promoting Healthy Development of Private Education ([ &% B A5 |35 [ M & 4
A H EIAEERIFAE RS R EME ) promulgated by the MOE on 18 June 2012 (the
“Implementation Opinions”), foreign-invested companies that engage in educational activities in the
PRC should comply with the Foreign Investment Industries Guidance Catalogue (as amended in 2017)
( IMEEEZEMREHBK) (20174-157])) (the “Foreign Investment Catalogue”).

Pursuant to Foreign Investment Catalogue, the provision of higher education in the PRC falls within the
“restricted” category. In particular, such catalogue explicitly restricts higher education institutions to
Sino-foreign cooperation, which means that foreign investors may only operate higher education
institutions through cooperating with PRC incorporated entities that are in compliance with the Sino
Foreign Regulation. In addition, such catalogue also provides that the domestic party shall play a dominant
role in the Sino-foreign cooperation, meaning that (a) the principal or other chief executive officer of the
schools or education institutions shall be a PRC national; and (b) the representative of the domestic party
shall account for no less than half of the total members of the board of directors, the executive council
or the joint administration committee of the Sino-foreign school (the “Foreign Control Restriction™). On
28 June 2018, the NDRC and MOFCOM jointly promulgated the Foreign Investment Access Special
Management Measures (Negative List) (2018 Version) ( M # & 1 ASRE Al E BRI il (B G B (20184F
hf)) ), which became effective on 28 July 2018 and replaced the “restricted” and “prohibited” category
in the Foreign Investment Catalogue. Under the Negative List, the restriction on foreign investments in
higher education remain unchanged.

In relation to the interpretation of Sino-foreign cooperation, pursuant to the Regulation on Sino Foreign
Cooperation in Operating Schools (H1#E A\ R ALFNE 1 AM5AE R ), promulgated by the State Council
in 2003 and amended on 18 July 2013 (the “Sino-Foreign Regulation”), the foreign investor in a
Sino-foreign joint venture school for PRC students at higher education institutions (a “Sino-Foreign
Cooperative Joint Venture Private School”) must be a foreign educational institution with relevant
qualification and high quality of education (the “Qualification Requirement”). Furthermore, pursuant to
the Implementation Opinions, the foreign portion of the total investment in a Sino-Foreign Cooperative
Joint Venture Private School should be below 50% (the “Foreign Ownership Restriction”) and the
establishment of these schools is subject to approval of education authorities at the provincial or national
level.
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On the basis that (a) the principals and other chief executive officers of our PRC Operating Schools and
Hubei College are PRC nationals; and (b) the representatives or the directors of our PRC Operating
Schools and Hubei College are appointed by PRC entities, our PRC Legal Adviser is of the view that our
PRC Operating Schools and Hubei College are in full compliance with the Foreign Control Restriction as
stipulated above.

Our PRC Legal Adviser has advised that it is currently uncertain as to what specific criteria must be met
by a foreign investor (such as length of experience and form and extent of ownership in the foreign
jurisdiction) in order to demonstrate to the relevant education authority that it meets the Qualification
Requirement.

Sino-Foreign Cooperative Joint Venture Private Schools in Henan Province

With the assistance of our PRC Legal Adviser, we consulted a principal staff member (EAEF}E) of the
International Cooperation and Exchange Office of the Education Department of Henan Province ({[Fg &
HE B A5 VEZC LK), being the competent authority to confirm matters relating to our operations and
the Sino-Foreign Cooperative Joint Venture Private Schools generally in Henan Province, on 19 January
2018 and 17 April 2018. Based on such consultations, we were given to understand that:

1. the Foreign Ownership Restriction applies to Sino-Foreign Cooperative Joint Venture Private
Schools in Henan Province;

2. approvals granted previously for the six Sino-Foreign Cooperative Joint Venture Private Schools in
Henan Province (all of which are not independent legal entities) were due to specific policy and
historical reasons at the relevant time and our Group would not be granted such approval under the
current policies;

3. it currently does not intend to approve any Sino-Foreign Cooperative Joint Venture Private Schools
in Henan Province in the foreseeable future due to policy reasons;

4.  Sino-Foreign cooperation in operating schools must strictly abide by the Sino-Foreign Regulation
and its implementation rules and the cooperating parties must be qualified education institutions that
cannot be an enterprise or a company;

5.  our current cooperation with Unitar International University (see — Plan to comply with the
Qualification Requirement below) may fulfil the Qualification Requirement for foreign investors
should there be any policy of introducing foreign education investors in the future; and

6.  the execution and the performance of the Contractual Arrangements do not require any prior filing
or approval.

Our PRC Legal Adviser is of the view that the International Cooperation and Exchange Office of the
Education Department of Henan Province is a competent authority to provide the confirmations for the
following reasons:

1. according to the official website of the Education Department of Henan Province, the International
Cooperation and Exchange Office serves as an internal office responsible for, among other things,
organisation and guidance of international exchange and joint ventures in education; and

2. according to the Interim Measures on the Acceptance and Evaluation of Sino-Foreign Cooperative
Institutions and Projects in Henan Province, the International Cooperation and Exchange Office is
the unit designated for managing the establishment and holding of Sino-foreign cooperative
educational institutions and projects in Henan Province.

Our PRC Legal Adviser is also of the view that the principal staff member (F{E%} B) of the International
Cooperation and Exchange Office of the Education Department of Henan Province (Y7 7 & %X B BEE X &
{EZZ i) has the appropriate authority on the basis that the principal staff member has authoritative
understanding of the PRC laws and regulations regarding Sino-Foreign cooperative education and its
actual implementation in Henan Province and by virtue of his position to give the confirmations mentioned
above.
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As of the Latest Practicable Date, except for the six Sino-Foreign Cooperative Joint Venture Private
Schools in Henan Province (all of which are not independent legal entities) that were approved by the
MOE, we were not aware of any applications in respect of Sino-Foreign Joint Venture Schools, whether
private or public, submitted for approval with the relevant authority in Henan Province. See the section
headed “Regulations — Regulations on Private Education in the PRC” for further details of the laws and
regulations applicable to private schools in the PRC.

Based on the foregoing, our Directors consider that it is not practicable for us to seek to apply to reorganise
any of our PRC Operating Schools (all of which are independent legal entities) as a Sino-Foreign
Cooperative Joint Venture Private School.

Notwithstanding the above, we are committed to working towards meeting the Qualification Requirement.
We have adopted a specific plan and will continue to commit genuine efforts and financial resources to
do so. We will communicate with the relevant education authorities on a regular basis following the
Listing to understand any regulatory developments, including whether there will be any change in policy
for approving Sino-Foreign Cooperative Joint Venture Private Schools in Henan Province, and assess
whether we are qualified to meet the Qualification Requirement, with a view to unwinding the Contractual
Arrangements wholly or partially as and when practicable and permissible under the prevailing PRC laws
and regulations. See the paragraphs headed “— PRC Laws and Regulations Relating to Foreign Ownership
in the Higher Education Industry — Circumstances in which we will unwind the Contractual
Arrangements” and “— PRC Laws and Regulations Relating to Foreign Ownership in the Higher
Education Industry — Plan to comply with the Qualification Requirement” in this section for further
details.

Due to the regulatory restrictions stated above, our PR