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IMPORTANT

If you are in any doubt about any of the contents of this prospectus, you should obtain independent professional advice.
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GLOBAL OFFERING
Number of Offer Shares under the Global : 750,000,000 Shares (subject to the Over-allotment
Offering Option)
Number of Hong Kong Public Offer Shares 75,000,000 Shares (subject to reallocation)
Number of International Offering Shares 675,000,000 Shares (subject to reallocation and the

Over-allotment Option)

Maximum Offer Price : HK$2.54 per Share plus brokerage of 1%, SFC
transaction levy of 0.0027% and the Stock Exchange
trading fee of 0.005% (payable in full on application,
subject to refund)
HK$0.00001 per Share
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FIRST CAPITAL SECURITIES LIMITED ORIENT SECURITIES (HONG KONG)

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 prospectus, 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
prospectus.

A copy of this prospectus, having attached thereto the documents specified in the paragraph headed “Documents Delivered to the Registrar of
Companies” in Appendix VI to this prospectus, 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 prospectus 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 (for itself and on behalf of the Over-allotment Option Grantor) on the Price Determination Date. The Price
Determination Date is expected to be on or around Tuesday, 21 February 2017 and, in any event, not later than Monday, 27 February 2017.
The Offer Price will be not more than HK$2.54 and is currently expected to be not less than HK$1.98. If, for any reason, the Offer Price is not
agreed by Monday, 27 February 2017 between the Joint Global Coordinators (for itself and on behalf of the Underwriters) and our Company
(for itself and on behalf of the Over-allotment Option Grantor), the Global Offering will not proceed and will lapse.

The Joint Global Coordinators (on behalf of the Underwriters) may, with our consent, reduce the number of Offer Shares being
offered under the Global Offering and/or the indicative Offer Price range below that stated in this prospectus at any time on or prior
to the morning of the last day for lodging applications under the Hong Kong Public Offering. In such a case, an announcement will be
published in the South China Morning Post (in English) and Hong Kong Economic Times (in Chinese) not later than the morning of
the day which is the last day for lodging applications under the Hong Kong Public Offering.

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 prospectus.
Prior to making an investment decision, prospective investors should consider carefully all of the information set out in this prospectus,
including the risk factors set out in the section headed “Risk Factors” in this prospectus. The obligations of the Hong Kong Underwriters
under the Hong Kong Underwriting Agreement to subscribe for, and to procure subscribers for, the Hong Kong Public Offer Shares, are
subject to termination by the Joint Global Coordinators (on behalf of the Underwriters) if certain events shall occur prior to 8:00 a.m. on
Tuesday, 28 February 2017. Such grounds are set out in the section headed “Underwriting” in this prospectus. 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 (i) solely to QIBs as defined in Rule 144A pursuant to an exemption from registration under the U.S. Securities Act
and (ii) outside the United States in offshore transactions in accordance with Regulation S.

16 February 2017



EXPECTED TIMETABLE®

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 11:30 a.m. on Tuesday,
through the designated website www.eipo.com.hk® .. ... .. ... .. .. .. ........ 21 February 2017
Application lists of the Hong Kong Public Offering open® . ................... 11:45 a.m. on Tuesday,

21 February 2017

Latest time to lodge White and Yellow Application Forms . ................... 12:00 noon on Tuesday,
21 February 2017

Latest time to give electronic application instructions to HKSCC® ... ........ 12:00 noon on Tuesday,
21 February 2017

Latest time to complete payment of White Form eIPO applications by effecting 12:00 noon on Tuesday,
Internet banking transfer(s) or PPS payment transfer(s) . ...................... 21 February 2017
Application lists of the Hong Kong Public Offering close ..................... 12:00 noon on Tuesday,

21 February 2017
Expected Price Determination Date® . ...... ... .. .. .. .. .. .. .. Tuesday, 21 February 2017
(1) Announcement of:
J 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.yuhuachina.com on or before® ... Monday, 27 February 2017

(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.yuhuachina.com (see the section headed “How to Apply for Hong Kong

Public Offer Shares — 11. Publication of Results” in this prospectus) from . ...... Monday, 27 February 2017

(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.yuhuachina.com®

TTOM . o Monday, 27 February 2017
Results of allocations for the Hong Kong Public Offering will be available at

www.iporesults.com.hk with a “search by ID” function . . .................... Monday, 27 February 2017
Dispatch of Share certificates in respect of wholly or partially successful

applications pursuant to the Hong Kong Public Offering on or before©® .......... Monday, 27 February 2017
Dispatch of White Form e-Refund payment instructions/refund cheques on or

befOre ) L Monday, 27 February 2017
Dealings in Shares on the Stock Exchange to commenceon ................... Tuesday, 28 February 2017
Notes:

(1) All times and dates refer to Hong Kong local time and date, except as otherwise stated.
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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 Tuesday, 21 February 2017, 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 Tuesday, 21 February 2017, and, in any event, not later than Monday,
27 February 2017, 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 (for itself and on behalf of the Over-
allotment Option Grantor) by Monday, 27 February 2017, 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 Monday, 27 February 2017 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 Tuesday, 28 February 2017. 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.yuhuachina.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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IMPORTANT NOTICE TO PROSPECTIVE INVESTORS
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SUMMARY

This summary aims to give you an overview of the information contained in this prospectus. 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 prospectus. You should read that section carefully before you decide to invest in the Offer Shares.

OVERVIEW

We were the largest provider of private education from kindergarten to university in China by student enrolments
in the 2015/2016 school year, according to the Frost & Sullivan Report. We had 48,220 students enrolled at our
schools for the 2015/2016 school year, giving us a market share of approximately 0.11% in the fragmented PRC
private education industry according to the Frost & Sullivan Report. Our University, Zhengzhou Technology and
Business University, had 25,063 students enrolled in the 2015/2016 school year, while our 24 “YuHua” branded
private schools for K-12 on 16 campuses had an aggregate of 23,157 students enrolled in the same school year.
With our significant scale and extensive experience in the private education industry, we believe we are well-
placed to benefit from growth and consolidation within the fragmented private education industry. Our Group
does not own any equity interest in our PRC Holdcos, which are the holding entities of our schools. We maintain
and exercise control over our consolidated affiliated entities (including our PRC Holdcos and our schools)
through the Contractual Arrangements, which allow us to obtain the economic benefits of our consolidated
affiliated entities.

All of our schools are located in Henan Province, a province that has the largest registered population and
generated GDP of RMB3.7 trillion in 2015, the fifth largest among all provinces in China, according to the Frost
& Sullivan Report. The favourable demographics of Henan Province have facilitated the growth of our school
network from our inception in 2001 with one single high school to one University and 24 K-12 schools across
nine cities with 48,220 students in the 2015/2016 school year. We intend to continue to strengthen our leading
position in Henan Province as well as to selectively expand to the surrounding regions of Henan Province. We
believe our advanced and established management system has supported our previous business expansion and,
together with the growing recognition of our “YuHua” brand, will continue to help us successfully replicate our
operating model in new markets.

Our University education and K-12 education are designed to serve different target groups and achieve distinct
learning outcomes. Our University offers comprehensive tertiary level education aimed at equipping our students
with the practical knowledge and skills to prosper in their careers. Our University has established a strong
reputation and achieved the fastest growth among the five largest private higher education institutions in terms of
student enrolment in the PRC over its seven years of development. According to the Frost & Sullivan Report, our
University had the third highest student enrolments in the 2015/2016 school year among private higher education
institutions in China. In February 2016, our University ranked second in terms of overall strength in the
Independent College category of the PRC university rankings published by the China University Alumni
Association. Our University’s Initial Employment Rate was 91.3%, 91.0% and 83.3% in 2013, 2014 and 2015,
respectively. In contrast, the Initial Employment Rate of colleges and universities in China as a whole was
77.4%, 77.5% and 77.7% in 2013, 2014 and 2015, respectively, according to the Frost & Sullivan Report. We
attribute our high employment rate to our strong focus on career services, the high quality of our curriculum that
adapts to changes in industry demands and our close collaboration with prospective employers.

Our K-12 schools provide education from kindergarten to high school, allowing us to attract students at an early
age and create a stable and sustainable student pipeline. We emphasise the well-rounded development of our
students and have structured our curriculum to ensure the high quality of our education and inspire and encourage
our students to explore their individual interests. Our K-12 schools are also committed to maximising our
students’ opportunities to enter top-tier universities in China and reputable colleges and universities abroad. For
example, for the Gaokao administered in 2014, 2015 and 2016, approximately 17.7%, 11.4% and 14.2% of our
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participating high school students were admitted into Tier One Universities in China, respectively, including
Peking University, Tsinghua University and Fudan University, among others. This compares to approximately
8.1%, 8.2% and 9.1%, respectively, of the graduating high school students of Henan Province admitted to first
tier universities (which include all Tier One Universities) in China for the same periods, according to the Frost &
Sullivan Report. Since our inception in 2001, our high schools had a total of 12 students who achieved the
highest score at the provincial or municipal level in the Gaokao, more than any other private school operator in
Henan Province. Those students were recognised as Zhuangyuan (IK7T), which is known as the highest academic
achievement in the Gaokao. We believe our students’ accomplishments are viewed as a strong endorsement of
our teaching quality and have greatly enhanced our reputation. Our high school graduates have also previously
been admitted to well-recognised colleges and universities overseas, including the University of California,
Berkeley, the University of Nottingham and the University of Sydney.

We have experienced significant growth in our student enrolments, revenue, gross profit and Adjusted Net Profit
over the Track Record Period. Our overall student enrolment grew from 35,431 for the 2013/2014 school year to
48,220 for the 2015/2016 school year. Our revenue increased from RMBS599.3 million for the year ended
31 August 2014 to RMB697.7 million for the year ended 31 August 2015, and further to RMB781.3 million for
the year ended 31 August 2016. Our gross profit increased from RMB266.8 million for the year ended 31 August
2014 to RMB318.3 million for the year ended 31 August 2015, and further to RMB406.2 million for the year
ended 31 August 2016. Our profit for the year decreased from RMB207.8 million for the year ended 31 August
2014 to RMBY1.2 million for the year ended 31 August 2015, and then increased to RMB311.7 million for the
year ended 31 August 2016. Our Adjusted Net Profit increased from RMB207.8 million for the year ended
31 August 2014 to RMB245.1 million for the year ended 31 August 2015, and further to RMB322.1 million for
the year ended 31 August 2016. For discussions of Adjusted Net Profit, see the section headed “Financial
Information — Non-IFRS Measure” in this prospectus.

Education Philosophy

Our fundamental educational objectives are to foster modern talent with leadership and lifelong learning
capabilities and nurture great minds to contribute to the future development of the Chinese nation
(RSB E BRI B A B RIEM A REEER JIE”). As an educational service
provider, we believe we are entrusted to nurture the future of our society, and we aim to provide our educational
services in a manner consistent with the values and attitudes in which we believe. The curriculums for our
University and K-12 schools not only accommodate the eagerness of our students to achieve academic
excellence, but also emphasise well-rounded development.

Our Schools

As of 31 August 2016, we had 25 schools, including one university and 24 K-12 schools, through which we offer
private education with comprehensive educational programmes from kindergarten through university. In
response to the strong demand of high-quality education in Henan Province, we proactively expanded our school
network during the Track Record Period. The following table sets forth the numbers of our schools as of the
dates indicated:

As of 31 August

2014 2015 2016

UNIVETSIEY oo et ettt e e e e e e e e e e e e 1 1 1
Grade 1-12 Schools . ... ... 11 160 16™
Kindergartens . . . .. ..ot e 6 8 8
Total ... 18 25 25
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Notes:

(1) Includes the Affiliated High School of Peking University, Henan Branch, Gongyi Campus located in Gongyi, Henan Province,
which we operated from September 2014 to August 2015. It was sold to an Independent Third Party pursuant to a transfer agreement
we entered into in August 2015, which became effective in September 2015.

(2) Includes the high school in Luohe YuHua Elite School campus, which had been established but not yet commenced operation as of
31 August 2016. It commenced operation in September 2016.

All of our schools have elected to be private schools of which the sponsors do not require reasonable returns.
Private schools whose sponsors do not require reasonable returns are entitled to the same preferential tax
treatment as public schools. Therefore, all of our schools are currently eligible to enjoy an exemption from
enterprise income tax. Tax treatments that apply to our schools may change after the Decision of the Standing
Committee of the National People’s Congress on Amending the Law for Promoting Private Education of the
PRC (EBIARAFRKEGHHZ B FRBINE S (R A RILHE A E L) BRED) comes into effect on
1 September 2017, depending on whether we decide to operate our schools as for-profit private schools or non-
profit private schools. See the section headed “Regulations — PRC Laws and Regulations Relating to Tax” in
this prospectus for more details.

The following table sets forth the number of our schools located in each city of Henan Province that we operated
as of 31 August 2016:

As of 31 August
2016

Zhengzhou . .. ..o
JIA0ZUO . oo
LUuOhe .
JIyUan ..
XUChANG . o .o
Kaifeng ...
XINZYANE .« oo ottt et e e e e e
Hebi . .o
XINXKIANE .« oo et ettt e e e et e e e e e e e
Total .. ..

— = NN W WA BN WD

[0
wn

Prior Cooperation With Henan Polytechnic University

Leveraging our experience in the private education industry accumulated in the early years of our operations, we
entered the private higher education market in September 2009 by partnering with Henan Polytechnic University
to establish Wanfang College, the predecessor of our University. As our University had established a well-
regarded reputation for providing high quality education and recorded continuous revenue growth, we believed
we could further improve the profitability of our University by positioning it as a stand-alone tertiary education
provider and ceasing our cooperation with Henan Polytechnic University. As a result, in July 2015, we entered
into the HPU Termination Agreement with Henan Polytechnic University to termination our cooperation.
Pursuant to the HPU Termination Agreement, we made payments of an aggregate of RMB232.0 million to
Henan Polytechnic University consisting of annual fees and a one-off termination fee, and our obligation to pay a
future annual fee that equals 18% of the total tuition fees collected from students enrolled in bachelor’s degree
programmes of our University to Henan Polytechnic University in each school year ceased. After the termination
of our cooperation with Henan Polytechnic University, we are able to capture the margins of our University that
we previously ceded to Henan Polytechnic University and we believe the gross margin improvement resulted
therefrom will benefit our Group and our Shareholders as a whole in the long run. Following the termination of
cooperation with Henan Polytechnic University, our University changed its status from an Independent College
affiliated with Henan Polytechnic University to a Private HEI owned by our Group in 2016 and changed its name
from Wanfang College to Zhengzhou Technology and Business University upon the approval of the MOE. The
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status change of our University has no material tax or regulatory implications on our business. Such status
change has not affected our operational model and financial performance during the Track Record Period and we
do not expect it will affect our operational model and financial performance in the future. For more details, see
the section headed “Business — Overview of Our Schools — Prior Cooperation with Henan Polytechnic
University” on page 114 of this prospectus.

Prior Cooperation with the Affiliated High School of Peking University

Before we completed the unification of the branding of our schools under “YuHua (5°%#)” in the second quarter
of 2016, we operated certain schools of ours under the brand name “the Affiliated High School of Peking
University” (ALAREEHTE £ pursuant to the PKU Cooperation Agreement. As our business continued to
expand, we believed operating all of our schools under one unified brand name that we own will allow us to
streamline our marketing efforts in promoting our schools in new markets and further boost our growth.
Therefore, in September 2014, we decided to phase-out the brand “Affiliated High School of Peking University”
and rebrand all those relevant schools as “YuHua (3°%£)”, which is our own brand name that was introduced in
2012. For more details, see the section headed “Business — Overview of Our Schools — Prior Cooperation with
the Affiliated High School of Peking University” on page 115 of this prospectus.

Tuition Fees

Tuition fees are generally received prior to the beginning of each school year. For the 2015/2016 school year, the
listed tuition fees charged for bachelor’s degree programmes and junior college diploma programmes of our
University were RMB13,100 ~ RMB15,100 and RMB8,900, respectively, which was generally higher than the
average tuition level of private universities in Henan Province. The listed tuition fees, including boarding fees
which range from RMB1,000 to RMB2,000, if any, of our high schools, middle schools, primary schools and
kindergartens were RMB19,500~RMB33,500, RMB12,000~RMB33,500, RMB14,000~RMB34,000 and
RMB16,000~RMB32,500, respectively, for the 2015/2016 school year.

Our Students

We seek passionate and creative students who want to take advantage of the opportunities we offer for growth in
the classroom and in our community. The following table sets forth a breakdown of our student enrolment for
each type of our schools as of the dates indicated:

Student Enrolment for the School Year®

2013/2014* 2014/2015* 2015/2016*

UNIVETSILY . . oe ettt e e e e 19,568 23,692 25,063
Grade 1-12schools ....... ... i 13,948 17,491 20,400
Kindergartens ............o .o 1,915 2,396 2,757
TOtAl .. oo 35,431 43,579 48,220
Note

* Except as specified otherwise in this prospectus, we use 31 August 2014, 31 August 2015 and 31 August 2016 to present our

business operating data for the 2013/2014 school year, 2014/2015 school year and 2015/2016 school year, respectively.

(1) The student enrolment information during the Track Record Period is based on the official records of the relevant PRC education

authority and the internal records of our schools.

Our Teachers

We believe that our team of experienced and dedicated teachers has been crucial to our success. As an operator
of private schools, we believe that we are able to provide better incentives to independently recruit qualified
teachers who fit our hiring criteria and can thrive in our schools. Teachers are the key to maintaining high-quality
educational programmes and services as well as maintaining our brand and reputation. As of 31 August 2016, we
had 2,455 teachers, among which 1,855 teachers were employed by our K-12 schools and the rest were employed
by our University. During the Track Record Period, we maintained a low teacher turnover rate.
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Our Customers and Suppliers

Our customers primarily consist of our students and their parents. Our suppliers primarily comprise meal catering
companies, suppliers for text books, uniforms and teaching equipment vendors.

OUR COMPETITIVE STRENGTHS

We believe the following competitive strengths contribute to our success and differentiate us from our
competitors:

. we are the largest provider of private education from kindergarten to university in China;

. our outstanding reputation underpins our high business visibility, providing a strong platform for our
business growth;

. the courses and curriculum we offer cater to the educational needs of both our University and K-12
students and students’ families;

. our centralised management system, unique corporate culture and effective management skills enable us to
successfully replicate our highly scalable business model in new markets; and

. we have an experienced management team with a long and proven track record in the private education
industry in China.

OUR STRATEGIES

We aspire to become a pre-eminent leader in private education in China, applying the time-tested expertise we
have garnered to provide a growing number of students with the knowledge, skills, values and opportunities to
prosper in their lives. We also aspire to maintain and strengthen our position as the largest education group
offering kindergarten to university private education in China. To achieve this goal, we plan to pursue the
following business strategies:

. strategically expand our school network within Henan Province and into other attractive markets;
. further increase the capacity and utilisation rate of our existing schools;
. continue to upgrade the quality of education, enhance our reputation and brand, optimise our pricing and

improve our profitability;

. continue to improve the quality of our management and teachers and upgrade the teaching methods; and

. establish cooperation with renowned foreign education institutions and expand our international course
offerings.

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 the section headed
“Risk Factors” on pages 26 to 57 of this prospectus for details of our risk factors, which we strongly urge you to
read in full before making an investment in our Shares. Some of the major risks we face include:

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

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

. we are subject to uncertainties brought about by the Amendment of Law for Promoting Private Education
of the PRC;

. we may not be able to execute our growth strategies successfully or effectively, which may hinder our

ability to capitalise on new business opportunities;
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. we may not be able to successfully integrate businesses that we acquire, which may cause us to lose the
anticipated benefits from such acquisitions and to incur significant additional expenses;

. our business relies on our ability to recruit and retain dedicated and qualified teachers and school
personnel;
. our University graduates’ employment rate and average starting salaries may decrease and satisfaction with

our University may otherwise decline;

. our K-12 education business depends on our ability to promptly and adequately respond to changes in
admission requirements for higher-level education and testing materials; and

. our K-12 school students’ academic performance may fall and satisfaction with our K-12 educational
services may decline.

CONTRACTUAL ARRANGEMENTS

The operation of our schools are subject to various foreign ownership prohibitions or restrictions under PRC laws
and regulations. We therefore do not own any equity interest in our PRC Holdcos, which are the holding entities
of our schools. In order to enable us to maintain and exercise control over our consolidated affiliated entities
(including our PRC Holdcos and our schools), we have adopted the Contractual Arrangements. The Contractual
Arrangements allow us to obtain the economic benefits of our consolidate affiliated entities and consolidate their
results of operations into our Group’s. See the section headed “Contractual Arrangements” in this prospectus for
further details. The following simplified diagram illustrates the flow of economic benefits from our PRC Holdcos
to us under the Contractual Arrangements:

WFOE }\ ] The Registered Shareholders

*
|
|
|
|

Management and

; . Services fees 100%
consultation services

¢ — — — — —

Our PRC Holdcos and their subsidiaries

Notes:
“——" denotes direct legal and beneficial ownership in the equity interest.

¢

“———” denotes contractual relationship.

« »

——"denotes the control by WFOE over the Registered Shareholders through (1) powers of attorney to exercise all shareholders’ rights in
our PRC Holdcos, (2) exclusive options to acquire all or part of the equity interests in our PRC Holdcos and (3) equity pledges over
the equity interests in our PRC Holdcos.

OUR CONTROLLING SHAREHOLDERS

Immediately after the completion of the Global Offering, our Controlling Shareholders will hold 75% of our
issued Shares (assuming 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) or 71.25% of our issued Shares
(assuming the Over-allotment Option is exercised in full and options granted under the Pre-IPO Share Option
Scheme are not exercised and no Shares are granted under the Share Award Scheme), and our ultimate
Controlling Shareholder will be Mr. Li. For further details of the Pre-IPO Share Option Scheme (including the
options granted thereunder) and the Share Award Scheme, see the section headed “Statutory and General
Information — D. Pre-IPO Share Option Scheme and Share Award Scheme” in Appendix V to this prospectus.

There is no competition between the business of our Controlling Shareholders (other than their interests in our
Group) and our business. Our Directors believe that we are capable of carrying out our business independently of
our Controlling Shareholders and their close associates.
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SUMMARY OF HISTORICAL FINANCIAL INFORMATION

The following tables set forth summary financial data from our combined financial information for the Track
Record Period, extracted from the Accountants’ Report set out in Appendix I to this prospectus. The summary
financial data set forth below should be read together with our Combined Financial Statements and the related
notes, as well as the section headed “Financial Information” beginning on page 195 of this prospectus.

Summary Financial Data from Combined Statements of Comprehensive Income

For the year ended 31 August

2014 2015 2016

(RMB’000) (RMB’000) (RMB’000)
Revenue .. ... 599,337 697,706 781,331
COStOf TEVENUE . . o\ttt ettt et e (332,495) (379,404) (375,133)
Gross Profit . . ..ot 266,842 318,302 406,198
Operating profit . . ... ..ottt 225,314 115,513 337,686
Profit before tax . ....... ... 207,828 91,200 311,676
Profitforthe year ...... ... ... .. . . . 207,828 91,200 311,676
Non-IFRS Measure:
Adjusted Net Profith .. ... . . 207,828 245,070 322,056
Note:
(1) Adjusted Net Profit represents profit for the year plus (i) the one-off termination fee paid to Henan Polytechnic University pursuant

to the HPU Termination Agreement in July 2015 and (ii) the expenses in relation to the Listing incurred in the year ended 31 August
2016. For details of our prior cooperation with Henan Polytechnic University and the subsequent termination of the cooperation, see
the section headed “Business — Overview of our Schools — Prior Cooperation with Henan Polytechnic University” in this
prospectus. Adjusted Net Profit is not a measure of performance under IFRS. The use of Adjusted Net Profit has material limitations
as an analytical tool, as it does not include all items that impact our profit for the relevant year. See the section headed ** Financial
Information — Non-IFRS Measure” in this prospectus.

The following table sets forth a breakdown of our revenue by segment for the years indicated:

For the year ended 31 August

2014 2015 2016

(RMB’000) (RMB’000) (RMB’000)

UNIVEISILY .« ottt et e e e e e e e e e 235,930 280,202 294,551
Grade 1-12 . ..o 331,129 374,979 435,773
Kindergarten .. ....... ... . 32,278 42,525 51,007
Total ... e 599,337 697,706 781,331

The following table sets forth a breakdown of our average tuition fees by segment for the years indicated:

For the year ended 31 August

2014 2015 2016

(RMB) (RMB) (RMB)

Average tuition fees of University® . ........ ... ... ... ...... 12,057 11,827 11,752

Average tuition fees of Grade 1-12 schools™™ . .................. 23,740 21,438 21,361

Average tuition fees of kindergartens™ ....... ... ... ... ... ... 16,855 17,748 18,501
Note:

(1) Average tuition fees of a segment for a given year is equal to the revenue of such segment for such year divided by the student

enrolments for the corresponding school year.
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The following table sets forth a breakdown of our gross profit and gross profit margin by segment for the years
indicated:

For the year ended 31 August

2014 2015 2016
Gross Gross
Gross profit Gross profit Gross profit
profit margin profit margin  Gross profit margin
(RMB’000) (RMB’000) (RMB’000)

University . ................ 106,941 453% 137,774 49.2% 186,508 63.3%
Grade 1-12 schools . ......... 146,991 444% 162,598 43.4% 197,913 45.4%
Kindergartens . ............. 12,910 40.0% 17,930 42.2% 21,777 42.7%
Overall ................... 263,842 44.5% 318,302 45.6% 406,198 52.0%

Our cost of revenue consists primarily of teaching staff costs and depreciation and amortisation expenses. Our
teaching staff costs mainly comprise teachers’ salaries and benefits and constitute approximately 19.3%, 21.3%
and 23.2% of our total revenue for the years ended 31 August 2014, 2015 and 2016, respectively. The major
component of our administrative expenses and selling expenses was administrative staff costs and selling staff
costs, respectively. The total amount of administrative staff costs and selling staff costs as a percentage of our
total revenue was approximately 4.4%, 5.0% and 5.0% for the years ended 31 August 2014, 2015 and 2016,
respectively.

During the Track Record Period, our revenue experienced stable growth due to the expansion of our school
network. Our gross profit margin improved during the Track Record Period primarily because we ceased to pay
the annual fee to Henan Polytechnic University for our university business and we gradually raised our tuition
fees. Our profit for the year ended 31 August 2015 experienced a significant decrease compared to the preceding
year primarily due to the payment of a one-time termination fee to Henan Polytechnic University in July 2015.

Selected Financial Data from Combined Statements of Financial Position

As of 31 August
2014 2015 2016
(RMB’000) (RMB’000) (RMB’000)
CUITENE ASSCES .« . v it ittt et et et e et e et e 269,146 290,961 316,310
Current liabilities . . . . ... ... 1,247,614 1,163,526 885,862
Net current liabilities . ... ... ... 978,468 872,565 569,552
Total eqUity ... ..o 506,707 597,907 909,648

As of 31 August 2014, 2015 and 2016, we had net current liabilities of RMB978.5 million, RMB872.6 million
and RMB569.6 million, respectively. We had net current liabilities as of each of these dates primarily due to (i)
the advances from our Controlling Shareholders to finance our capital expenditure and (ii) with respect to the net
liabilities position as of 31 August 2015, the payment to Henan Polytechnic University in July 2015 consisting of
annual fees and a one-off termination fee.
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Selected Financial Data from Combined Statements of Cash Flow

The following table sets forth a summary of our cash flows for the years indicated:

For the year ended 31 August

2014 2015 2016

(RMB’000) (RMB’000) (RMB’000)

Net cash generated from operating activities ....................... 445,395 168,304 420,143
Net cash (used in) investing activities. . ..................ououo.... (123,807)  (303,660) (42,068)

Net cash from/(used in) financing activities ........................ (266,475) 30,255 227,474

Increase/(decrease) in cash and cash equivalents .................... 55,113 (105,101) 150,601

Cash and cash equivalents at beginning of the year .................. 204,327 259,440 154,339

Cash and cash equivalents at the end of the year .................... 259,440 154,339 304,986

The decrease in our net cash generated from operating activities for the year ended 31 August 2015 was primarily
attributable to a one-off termination fee of approximately RMB153.9 million that we paid to Henan Polytechnic
University. The increase in our net cash used in investing activities for the year ended 31 August 2015 was
primarily due to our construction of teaching facilities in our new school campuses and purchase of investment
products. The increase in our net cash from financing activities for the year ended 31 August 2015 was primarily
because we borrowed certain bank loans to finance the construction of certain buildings on our University
campus and obtained certain advances from our Controlling Shareholders for the payment of the one-off
termination fee to Henan Polytechnic University.

Key Financial Ratios

As of/for the year
ended 31 August

2014 2015 2016
Net profit margin(l) . ... ... 347% 13.1% 39.9%
Adjusted Net Profit margin® . ... ... .. . 347% 35.1% 41.2%
Return on assets() . . . ... 11.4% 47% 15.4%
Adjusted return on assets™® ... 11.4% 12.5% 15.9%
Return on equity® . ... 41.0% 153% 34.3%
Adjusted return on equity© . ... 41.0% 41.0% 35.4%
Current ratio) .. ... 0.22 0.25 0.36
Gearing ratio®) . .. 0.04 0.84 0.35
Notes:
(1) Net profit margin equals our net profit for the year divided by revenue for the year.
2) Adjusted Net Profit margin equals our Adjusted Net Profit for the year divided by the revenue for the year.
3) Return on assets equals net profit for the year divided by the total assets as of the end of the year.
“4) Adjusted return on assets equals Adjusted Net Profit for the year divided by the total assets as of the end of the year.
(5) Return on equity equals net profit for the year divided by the total equity amounts as of the end of the year.
(6) Adjusted return on equity equals Adjusted Net Profit for the year divided by the total equity as of the end of the year.
7 Current ratio equals our current assets divided by current liabilities as of the end of the year.
8) Gearing ratio equals total interest-bearing bank loans divided by total equity as of the end of the year.
DIVIDENDS

As of the Latest Practicable Date, we did not have a formal dividend policy. As we are a holding company, our
ability to declare and pay dividends will depend on receipt of sufficient funds from our subsidiaries and,
particularly, our consolidated affiliated entities, which are incorporated in the PRC. Our consolidated affiliated
entities must comply with their respective constitutional documents and the laws and regulations of the PRC in
declaring and paying dividends to us. Any amount of dividends we pay will be at the discretion of our Directors
and will depend on our future operations and earnings, capital requirements and surplus, general financial
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condition, contractual restrictions and other factors which our Directors consider relevant (including all the
applicable PRC laws and regulations which our schools are required to comply with). Any declaration and
payment as well as the amount of dividends will be subject to our constitutional documents and the Cayman
Companies Law. Our Shareholders in a general meeting may approve any declaration of dividends, which must
not exceed the amount recommended by our Board. No dividends shall be declared or payable except out of our
profits and reserves lawfully available for distribution. Our future declarations of dividends may or may not
reflect our historical declarations of dividends and will be at the absolute discretion of the Board. There is no
assurance that dividends of any amount will be declared to be distributed in any year.

GLOBAL OFFERING

This prospectus is published in connection with the Hong Kong Public Offering as part of the Global Offering.
The Global Offering comprises:

1) the Hong Kong Public Offering of 75,000,000 Offer Shares (subject to adjustment) in Hong Kong as
described in the section headed “Structure of the Global Offering — The Hong Kong Public Offering” in
this prospectus; and

(ii) the International Offering of an aggregate of initially 675,000,000 Shares (subject to adjustment and the
Over-allotment Option), (a) in the United States to QIBs in reliance on Rule 144 A or another available
exemption; and (b) outside the United States in reliance on Regulation S (including to professional and
institutional investors in Hong Kong).

The Offer Shares will represent 25% of the issued share capital of our Company immediately following the
completion of the Global Offering, assuming the Over-allotment Option and the options granted under the Pre-
IPO Share Option Scheme are not exercised and no Shares are awarded under the Share Award Scheme. If the
Over-allotment Option is exercised in full, and no new Shares will be issued pursuant to the exercise of the
options granted under the Pre-IPO Share Option Scheme and grants under the Share Award Scheme, and the
Offer Shares will represent approximately 28.75% of the issued share capital of our Company immediately
following the completion of the Global Offering.

RECENT DEVELOPMENTS

Subsequent to 31 August 2016, being the date of our Combined Financial Statements as set out in the
Accountants’ Report included in Appendix I to this document and up to the Latest Practicable Date, our business
has experienced the following principal developments:

. our new high school on Luohe Yuhua Elite School campus commenced operation in September 2016;

. based on our enrolment data, (i) approximately 24,255 students enrolled in our K-12 schools for the
2016/2017 school year; and (ii) approximately 26,860 students enrolled in our University for the
2016/2017 school year;

. the tuition fee levels for our kindergartens and Grade 1-12 schools for the 2016/2017 school year generally
increased from the 2015/2016 school year. See the section headed “Business — Overview of our Schools
— Tuition Fees” in this prospectus; and

. we adopted the Pre-IPO Share Option Scheme in September 2016. Under the Pre-IPO Share Option
Scheme, certain share options have been granted to certain employees, executives and officers of our
Group. After the Listing, the fair value of the pre-IPO share options will be amortised over the relevant
vesting period of respective grantees and recognised as expenses, which may increase our staff cost in the
future. Our financial results might be materially and adversely affected by an increase in staff costs as a
result of the grant of pre-IPO share options. For the principle terms of the Pre-IPO Share Option Scheme,
see the section headed “D. Pre-IPO Share Option Scheme and Share Award Scheme — 1. Pre-IPO Share
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Option Scheme” in Appendix V to this prospectus. For the impact of the Pre-IPO Share Option Scheme on
our staff cost, see the section headed “Financial Information — Factors Affecting Our Results of
Operations — Ability to Control Our Costs and Expenses” in this prospectus.

On 7 November 2016, the Decision of the Standing Committee of the National People’s Congress on Amending
the Law for Promoting Private Education of the PRC (B ARMRF R EHHZE B GHINER<hTE N R
RIFBE (OELE>PUED) (the “Amendment”) was promulgated by Order No. 55 of the President of the PRC.
The Amendment will come into force on 1 September 2017. The Amendment establishes a new classification
system for private schools to be classified by whether they are established and operated for profit-making
purposes, and the sponsors of private schools may at their own discretion choose to establish non-profit or for-
profit private schools. However, schools sponsors are not allowed to establish for-profit private schools that are
engaged in compulsory education. For further details of the Amendment, see the section headed “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” in this prospectus.

We derive the economic benefits arising from the business of our consolidated affiliated entities (i.e. the PRC
Holdcos and our schools) through the WFOE’s provision of services to them and receipt of service fees in return
pursuant to the Contractual Arrangements. For further details of operation of the Contractual Arrangements, see
the paragraph headed “Contractual Arrangements” above and the section headed “Contractual Arrangements —
Operation of the Contractual Arrangements” in this prospectus. According to our PRC Legal Adviser, no current
PRC laws or regulations restrict or prohibit WFOE’s contractual rights to receive service fees from our
consolidated affiliated entities for the services rendered under the Contractual Arrangements irrespective of
whether our schools are being operated as schools of which the sponsors require “reasonable returns” or schools
of which the sponsors do not require “reasonable returns” or, after the Amendment taking effect, as for-profit
schools or non-profit schools. For further details regarding the legality of the Contractual Arrangements, see the
section headed and “Contractual Arrangements — Legality of the Contractual Arrangements” in this prospectus.

Our Directors confirm that there has been no material adverse change in our financial, operational or trading
positions or prospects since 31 August 2016, being the date of our Combined Financial Statements as set out in
the Accountants’ Report included in Appendix I to this prospectus, and up to the date of this prospectus.

Our net profit may experience a short-term decline after the Listing, primarily due to (i) the increased staff costs
as a result of expenses associated with the grant of pre-IPO share options and (ii) the increased tax expenses as a
result of the increased effective tax rate attributable to the implementation of the VIE structure upon the Listing.

OFFERING STATISTICS

All statistics in the following table are based on the assumptions that (i) the Global Offering has been completed
and 750,000,000 Shares are issued pursuant to the Global Offering; and (ii) 3,000,000,000 Shares are issued and
outstanding following the completion of the Global Offering.

Based on an Based on an

Offer Price of Offer Price of

HK$1.98 per Share HK$2.54 per Share

Market capitalisation of our Shares®™ . ...................... HK$5,940 million HK$7,620 million

Unaudited pro forma adjusted net tangible asset per Share® .... HK$0.81 (RMB0.72) HK$0.95 (RMBO0.84)
Notes:

(1) The calculation of market capitalisation is based on 3,000,000,000 shares expected to be in issue immediately upon completion of

the Global Offering.
2) The unaudited pro forma adjusted net tangible asset per Share as at 31 August 2016 is calculated after making the adjustments

referred to in Appendix II to this prospectus and on the basis that 3,000,000,000 shares are expected to be in issue immediately upon
completion of the Global Offering.
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For the calculation of the unaudited pro forma adjusted net tangible asset value per Share attributed to our
Shareholders, see the section headed “Unaudited Pro Forma Financial Information” in Appendix II to this
prospectus.

LISTING EXPENSES

The total listing expenses (including underwriting commissions) payable by our Company are estimated to be
approximately RMB86.8 million, assuming the Over-allotment Option is not exercised and based on an Offer
Price of HK$2.26 per Offer Share (being the mid-point of our Offer Price range of HK$1.98 to HK$2.54 per
Offer Share). These listing expenses mainly comprise professional fees paid and payable to the professional
parties, and commissions payable to the Underwriters, for their services rendered in relation to the Listing and
the Global Offering.

As of 31 August 2016, the listing expenses (excluding underwriting commissions) incurred by our Company in
relation to the Listing were approximately RMB13.7 million, of which approximately RMB10.4 million was
charged to our combined statement of comprehensive income and approximately RMB3.3 million was
capitalised. We estimate that additional listing expenses of RMB73.1 million (including underwriting
commissions, assuming the Over-allotment Option is not exercised and based on an Offer Price of HK$2.26 per
Offer Share) will be incurred by our Company, of which approximately RMB23.1 million is expected to be
charged to our combined statement of comprehensive income and approximately RMB50.0 million is expected to
be charged against equity upon the Listing.

USE OF PROCEEDS

We estimate that we will receive net proceeds from the Global Offering of approximately HK$1,608.5 million
after deducting underwriting commissions and other estimated expenses paid and payable by us in the Global
Offering taking into account any additional discretionary incentive fee, assuming an Offer Price of HK$2.26 per
Share, being the mid-point of the indicative Offer Price range of HK$1.98 to HK$2.54 per Share. We intend to
use the net proceeds we will receive from this offering for the following purposes:

Use of proceeds % of the net proceeds HKS$ million
Expand our school network 30 482.5
Acquire K-12 schools and universities 28 450.4
Upgrade and expand school facilities and capacity for our 25 402.1
existing schools

Supplement our working capital 10 160.9
Repay our bank loans 7 112.6

In the event that we receive net proceeds from the Global Offering higher or lower than the estimated amount
stated above, we will increase or decrease the intended use of the net proceeds for the above purposes on a pro
rata basis.

We will not receive any of the net proceeds from the exercise of the Over-allotment Option.
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this prospectus.

In this prospectus, 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

“Adjusted Net Profit”

“affiliate”

“Application Form(s)”

“Articles” or “Articles of Association”

“associate(s)”

“Baikal Lake Investment”

“Board”

“business day”

“BVI’!

“BVI YuHua”

“Cayman Companies Law”

“Cayman Registrar”

“CCASS”

a non-IFRS measure that eliminates the effect of certain non-
recurring items from our profit for the year. See section headed
“Financial Information — Non-IFRS Measure” in this prospectus

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

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 8 February
2017 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 our Company and Cayman Companies Law”
in Appendix IV to this prospectus

has the meaning ascribed thereto under the Listing Rules

Baikal Lake Investment Holdings Limited, a company incorporated
in the BVI with limited liability on 29 August 2016 and the sole
shareholder of GuangYu Investment and one of our Controlling
Shareholders

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

China YuHua Education Investment Limited, a company
incorporated in the BVI with limited liability on 28 April 2016 and a

wholly-owned subsidiary of our Company

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

the Central Clearing and Settlement System established and
operated by HKSCC
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“CCASS Clearing Participant”

“CCASS Custodian Participant”

“CCASS Investor Participant”

“CCASS Participant”

“China” or “PRC”

“Combined Financial Statements”

“Companies Ordinance”

“Companies (Winding Up and
Miscellaneous Provisions)
Ordinance”

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

“connected person(s)”’

“connected transaction(s)”’

“Contractual Arrangements”

“Controlling Shareholder(s)”

3 ‘CSRC”
“Director(s)”’

“Frost & Sullivan”

‘SGDP”

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

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

the combined financial statements of our Group for the financial years
ended 31 August 2014, 2015 and 2016 as included in the section
headed “Accountants’ Report” in Appendix I to this prospectus

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

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 YuHua Education Corporation Limited
HEFAELFEBARAF, an exempted company with limited
liability incorporated in the Cayman Islands on 25 April 2016

has the meaning ascribed to it under the Listing Rules

has the meaning ascribed to it under the Listing Rules

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

has the meaning ascribed to it under the Listing Rules and unless the
context otherwise requires, refers to Mr. Li, Baikal Lake Investment
and/or GuangYu Investment

the China Securities Regulatory Commission

the director(s) of our Company

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

Gross Domestic Product
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“Global Offering”

“Green Application Form(s)”

“Group”, “our Group”, “the Group”,
“We”, “us”’ or “our”

“GuangYu Investment”

“Hebi Qibin District YuHua Elite
Bilingual Kindergarten”

“Henan Hantang”

“HKSCC”

“HKSCC Nominees”
“Hong Kong” or “HK”
“Hong Kong dollars” or “HK dollars”

or “HK$”

“Hong Kong Public Offer Shares”

“Hong Kong Public Offering”

the Hong Kong Public Offering and the International Offering

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

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

GuangYu Investment Holdings Limited, a company incorporated in
the BVI with limited liability on 21 March 2016 and a Controlling
Shareholder of our Company

Hebi Qibin District YuHua Elite Bilingual
(BERET L [T H B RE4 7 E), a  campus
September 2011 for private kindergarten and formerly known as

“Hebi Qibin District Zhongmei Bilingual Kindergarten”
(PR T L 75 [ v 5 i 4l B )

Kindergarten
established in

Henan Hantang Education Management Company Limited
(MTREBEAFEHARAA), a company established with limited
liability on 8 August 2016 and a wholly-owned subsidiary of our
Company

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 75,000,000 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” in this
prospectus)

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%,
SFEC transaction levy of 0.0027% and Stock Exchange trading fee of
0.005%) on the terms and subject to the conditions described in this
prospectus and the Application Forms, as further described in the
section headed “Structure of the Global Offering — The Hong Kong
Public Offering” in this prospectus
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“Hong Kong Share Registrar”

“Hong Kong Takeovers Code” or
“Takeovers Code”

“Hong Kong Underwriters”

“Hong Kong Underwriting
Agreement”

“HongKong Yuhua”

“HPU Cooperation Agreement”

“HPU Termination Agreement”

3 ‘IFRS’ 5

“Independent Third Party(ies)”

“International Offering”

“International Offering Shares”

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” in this
prospectus

the underwriting agreement, dated 15 February 2017, relating to the
Hong Kong Public Offering, entered into among, inter alia, the Joint
Global Coordinators, the Hong Kong Underwriters and our
Company, as further described in the section headed
“Underwriting — Underwriting Arrangements and Expenses — The
Hong Kong Public Offering” in this prospectus

China HongKong Yuhua Education Limited
B A TR T APAF, a company incorporated in Hong Kong
with limited liability on 12 May 2016 and a wholly-owned
subsidiary of our Company

an agreement entered into between Henan Polytechnic University,
an Independent Third Party, and YuHua Investment Management on
22 April 2008, as further described in the section headed “Business
— Overview of our Schools — Prior Cooperation with Henan
Polytechnic University” in this prospectus

an agreement entered into between Henan Polytechnic University
and YuHua Investment Management on 18 July 2015, as further
described in the section headed “Business — Overview of our
Schools — Prior Cooperation with Henan Polytechnic University”
in this prospectus

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 and in the
United States to QIBs only in reliance on Rule 144A or any other
available exemption from the registration requirement under the
U.S. Securities Act, as further described in the section headed
“Structure of the Global Offering” in this prospectus

the 675,000,000 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
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DEFINITIONS

“International Underwriters”

“International Underwriting
Agreement”

¢“Jiaozuo Urbanisation Pilot Zone
YuHua Elite Kindergarten”

“Jiaozuo YuHua Elite School”

“Jiyuan YuHua Elite Bilingual
Kindergarten”

“Jiyuan YuHua Elite School”

¢“Joint Bookrunners”

“Joint Global Coordinators”

“Joint Lead Managers”

sold pursuant to any exercise of the Over-allotment Option, subject
to reallocation as described in the section headed “Structure of the
Global Offering” in this prospectus

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 21 February 2017, as further described in
the section headed “Underwriting — Underwriting Arrangements
and Expenses — International Offering” in this prospectus

Jiaozuo Urbanisation Pilot Zone YuHua Elite Kindergarten
(EAETT A —# AR #E 18 T HE B 58 4) Sl &), a campus established in
September 2011 for private kindergarten and formerly known as
“Jiaozuo New District Zhongmei Bilingual Kindergarten”

(R0 i 5% B 1)) i )

Jiaozuo YuHua Elite School (FEfFHFHEEEREL), a campus
established in September 2011 for private primary, middle and high
school and formerly known as “the Affiliated High School of Peking
University, Henan Branch, Jiaozuo Campus” (dLaUKERR a5
A 0 A FE AT A )

Jiyuan YuHua Elite Bilingual Kindergarten (JR T FHEEH 5
R4 ), a campus established in September 2014 for private
kindergarten and formerly known as “Jiyuan Zhongmei Bilingual
Kindergarten™ (7 5% B 540 2 )

Jiyuan YuHua Elite School (IR FHEEEE), a campus
established in September 2014 for private primary and middle
school and formerly known as “the Affiliated High School of Peking
University, Henan Branch, Jiyuan Campus” (Jt50k 2%} E + &t
T T 43 R S A [

CLSA Limited, Merrill Lynch Far East Limited, CCB International
Capital Limited, First Capital Securities Limited and Orient
Securities (Hong Kong) Limited for the Hong Kong Public Offering
and CLSA Limited, Merrill Lynch International, CCB International
Capital Limited and First Capital Securities Limited for the
International Offering

CLSA Limited, Merrill Lynch International and CCB International
Capital Limited

CLSA Limited, Merrill Lynch Far East Limited, CCB International
Capital Limited, First Capital Securities Limited and Orient
Securities (Hong Kong) Limited for the Hong Kong Public Offering
and CLSA Limited, Merrill Lynch International, CCB International
Capital Limited and First Capital Securities Limited for the
International Offering
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DEFINITIONS

“Kaifeng YuHua Elite School”

“Latest Practicable Date”

“Listing”
“Listing Committee”

“Listing Date”

“Listing Rules”

“Luohe YuHua Elite Bilingual
Kindergarten”

“Luohe YuHua Elite School”

“Main Board”

“Memorandum” or “Memorandum of
Association”

“MOE”
“MOFCOM”

“MOHRSS”

“Mr. Li” or “Founder”

3 ‘Ms Li’ H

“NDRC”

P B

Kaifeng YuHua Elite School (HHETFIEEEEL), a campus
established in September 2012 for private primary and middle school
and formerly known as “the Affiliated High School of Peking
University, Henan Branch, Kaifeng Campus™ (A5 EEF ) 52 i) rg
3R B A [

7 February 2017, being the latest practicable date for ascertaining
certain information in this prospectus before its publication

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

the date, expected to be on or about 28 February 2017, 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

Luohe YuHua Elite Bilingual Kindergarten
(R FEEE R a4 5L E), a campus established in September
2013 for private kindergarten and formerly known as ‘“Luohe
Zhongmei Bilingual Kindergarten” (77 7 1 5% B 55 41 5l [

Luohe YuHua Elite School (R F#EEEMK), a campus
established in September 2013 for private primary and middle
school and formerly known as “the Affiliated High School of Peking
University, Henan Branch, Luohe Campus”

(AL 5T S B30T R 45 B

the stock exchange (excluding the option market) operated by the
Stock Exchange which 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
8 February 2017, with effect from the Listing Date, as amended
from time to time

the Ministry of Education of the PRC (% A R LA B Z 5 #)
the Ministry of Commerce of the PRC (3 A R AN 7555 1)

the Ministry of Human Resources and Social Security of the PRC
(3N R ILANE A Ty s A AL € DR 5 BT

Mr. Li Guangyu (Zt5), a PRC citizen and the founder, executive
Director and chairman of the Board of our Company

Ms. Li Hua (%1£), a PRC citizen and the daughter of Mr. Li. Ms. Li
is also an executive Director, the chief executive officer and the vice
chairman of the Board of our Company

the National Development and Reform Commission of the PRC

(Fr 3 N R AN o [ 52 % Je M ok ¥ 2 B )
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DEFINITIONS

“Offer Price”

“Offer Share(s)”’

“Over-allotment Option”

“Over-allotment Option Grantor”
“PBOC”

“PKU Cooperation Agreement”

“PKU Termination Agreement”

“PRC Holdco(s)”’

“Pre-IPO Share Option Scheme”

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 prospectus

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

the option expected to be granted by the Over-allotment Option
Grantor to the International Underwriters, exercisable by the
Stabilisation Manager on behalf of the International Underwriters
and in consultation with the Joint Global Coordinators 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 the
Over-allotment Option Grantor to sell up to 112,500,000 Shares
(representing in aggregate 15% of the initial Offer Shares) to,
among other things, cover over-allocations in the International
Offering, if any, details of which are described in the section headed
“Structure of the Global Offering — The International Offering —
Over-allotment Option” in this prospectus

GuangYu Investment
the People’s Bank of China

an agreement entered into between the Affiliated High School of
Peking University (ALaUREME H5%) an Independent Third Party,
and YuHua Investment Management on 27 March 2001, as further
described in the section headed “Business — Overview of our
Schools — Prior Cooperation with the Affiliated High School of
Peking University” in this prospectus

an agreement entered into between the Affiliated High School of
Peking University (ALAUREME FE) YuHua Investment
Management and Zhengzhou YuHua Elite School on 26 September
2014, as further described in the section headed “Business —
Overview of our Schools — Prior Cooperation with the Affiliated
High School of Peking University” in this prospectus

YuHua Investment Management, Zhengzhou YuHua Education
Investments and Zhengzhou Zhongmei Education Investments

the share option scheme conditionally approved and adopted by the
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 to this prospectus
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DEFINITIONS

‘“Price Determination Agreement”

“Price Determination Date”

“Principal Share Registrar and
Transfer Office”

“prospectus”

“QIB”

“Registered Shareholder(s)”

“Regulation S’

“RMB” or “Renminbi”

“Rule 144A”

“SAFE”

“SEC”

“Securities and Futures Ordinance”
or “SFO”

“SFC”

“Shareholder(s)”

“Shares”

“Share Award Scheme”

“Sole Sponsor”

“Stabilisation Manager”’

the agreement to be entered into among our Company (for itself and
on behalf of the Over-allotment Option Grantor) 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 21 February 2017 (Hong Kong
time) and in any event no later than 27 February 2017, on which the
Offer Price is to be fixed by an agreement between our Company
(for itself and on behalf of the Over-allotment Option Grantor) and
the Joint Global Coordinators (for themselves and on behalf of the
Underwriters)

Maples Fund Services (Cayman) Limited PO Box 1093, Boundary
Hall, Cricket Square, Grand Cayman, KY1-1102, Cayman Islands

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

a qualified institutional buyer within the meaning of Rule 144A
Mr. Li and Ms. Li, and each of them a Registered Shareholder
Regulation S under the U.S. Securities Act

Renminbi, the lawful currency of China

Rule 144A under the U.S. Securities Act

the State Administration of Foreign Exchange of the PRC

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
holder(s) of our Share(s)
ordinary shares in our Company of par value HK$0.00001 each

the share award scheme approved and adopted by the sole
shareholder of our Company on 8 February 2017, 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
prospectus

CITIC CLSA Capital Markets Limited
CLSA Limited
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DEFINITIONS

“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”

“Wanfang College”

“WFOE”

“White Form eIPO”

“White Form eIPO Service Provider”

“Xingyang YuHua Elite
Kindergarten”

“Xingyang YuHua Shengshi Elite
School”

“Xinxiang Weibin District YuHua
Elite Kindergarten”

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 three financial years ended 31 August 2014, 2015 and 2016
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

Wanfang College of Science & Technology of Henan Polytechnic
University, Zhengzhou campus (% F 2 T8 #75 B4 BB M0 5 8,
an Independent College of which we established in September 2009

Xizang Yuanpei Information Technology Management Company
Limited (FARUCHFERHE BA A ), a company established in
the PRC with limited liability on 22 July 2016 and a wholly-owned
subsidiary of our Company

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

Computershare Hong Kong Investor Services Limited

Xingyang YuHua Elite Kindergarten (%P5 FHEHERLHE), a
campus established in September 2011 for private kindergarten and
formerly known as “Xingyang Zhongmei Bilingual Kindergarten”

(R = Bt 4 G )

Xingyang YuHua Shengshi Elite School (5¢Fs T 3Rt HEREAL), a
campus established in September 2011 for private middle school

and formerly known as “Zhengzhou Yizhong Middle School”
(RN — A B B o)

Xinxiang  Weibin  District  YuHua  Elite  Kindergarten
R T e [ HE B8 4 7 ), a campus established in September
2011 for private kindergarten and formerly known as “Xinxiang
Weibin District Zhongmei Kindergarten™ (7 18 [# H 5 41y 5 [
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DEFINITIONS

‘“Xuchang Weidu District YuHua Elite
Bilingual Kindergarten”

‘“Xuchang YuHua Elite School”

“YuHua Investment Management”

¢“Zhengzhou Technology and Business
University” or “University”

¢“Zhengzhou YuHua Education
Investments”

¢“Zhengzhou YuHua Elite Bilingual
Kindergarten”

“Zhengzhou YuHua Elite Primary
School”

“Zhengzhou YuHua Elite School”

“Zhengzhou Zhongmei Education
Investments”

“%”

Xuchang Weidu District YuHua Elite Bilingual Kindergarten
(FrE T FH TR ETEL W E), a campus established in
September 2014 for private kindergarten and formerly known as
“Xuchang Zhongmei Bilingual Kindergarten” (i#F & 35 &5 4)) il )

[ETSYRN

Xuchang YuHua Elite School (#FEFHEEEA), a campus
established in September 2014 for private primary and middle
school and formerly known as “the Affiliated High School of Peking
University, Henan Branch, Xuchang Campus”

(AR ER B+ BT i 0 4 A [

YuHua Investment Management Co., Ltd. (FH# & EHARA ), a
limited liability company established in the PRC on 23 November
1993 and one of our PRC Holdcos

Zhengzhou Technology and Business University (¥$/ TR#EEBE), a
Private HEI, or where the context requires, Wanfang College

Zhengzhou YuHua  Education Investments Co., Ltd.
(BINFHZH BCEAPR/A A)), a limited liability company established
in the PRC on 9 April 2004 and one of our PRC Holdcos

Zhengzhou YuHua Elite Bilingual Kindergarten
GBI FHEEERERES) 5LE), a campus established in September
2005 for private kindergarten and formerly known as “the Bilingual
Kindergarten of the Affiliated High School of Peking University,
Henan Branch” (65 R 2 B B2 g 0 450 B 40 il )

Zhengzhou YuHua Elite Primary School (¥FJH T2 HER/NE) a
campus established in September 2005 for private primary school
and formerly known as “the Foreign Language Primary School of
the Affiliated High School of Peking University, Henan Branch”
(ISR S5 51000 e S 35

P b ae

Zhengzhou YuHua Elite School (M{JHNTHFHEEEEL), a campus
established in September 2001 for private middle and high school
and formerly known as “the Affiliated High School of Peking
University, Henan Branch” (AL 5UREEHT & o 21 5 43 42)

Zhengzhou Zhongmei Education Investments Co., Ltd.
(BN EHH BUE A FRZA A, a limited liability company established
in the PRC on 21 July 2011 and one of our PRC Holdcos

per cent

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

this prospectus.

The English names of the PRC entities (including schools), PRC laws or regulations, and the PRC governmental
authorities referred to in this prospectus 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 prospectus 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 prospectus in connection with our Company
and our business. Some of these may not correspond to standard industry definitions.

“compulsory education”

“formal education”

“Gaokao”

“Grade 1-12”

“high school(s)”

“higher education”

“Independent College” or
“independent college”

“Initial Employment Rate”

“K-127

“kindergarten(s)”’

“middle school(s)”’

“one-child policy”

“primary school(s)”

“private education”

“private higher education institution”

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

(ARSI FE T 1)

education systems that provide students with the opportunity to earn
official certificates from the PRC government

also known as the National Higher Education Entrance Examination
(9 2 5 BRI A 2 B 48— %), is an academic examination held
annually in the PRC. It is a prerequisite for entrance into almost all
higher education institutions at the undergraduate level in the PRC

grade one to grade 12

schools 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, seminaries and institutes of technologies

(BSLEEBE) a type of private higher education institution offering
undergraduate courses that are run by non-governmental institutions
or individuals through cooperation with public universities

the percentage of graduates who entered full-time employment
contracts, were self-employed or accepted an offer for graduate
degree programmes before graduation

kindergarten to grade 12

educational establishments offering early childhood education to
children prior to the commencement of compulsory education

schools that provide education for students in grade seven through
grade nine

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

schools that provide education for students in grade one through
grade six

the term “private education” used in this prospectus refers to private
formal education

a PRC higher education institution (RIFFESEHE M) that is
operated by non-governmental entity(ies) or individual(s) where
public funding is not a major source of capital and has open
admission and enrolment to the public. It is able to offer junior
college, undergraduate and graduate courses. Private higher
education institutions include Private HEIs and Independent
Colleges
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GLOSSARY OF TECHNICAL TERMS

“Private HEI” (RAFE @ 4L a type of private higher education institution offering
junior college, undergraduate and/or post-graduate course that are
operated by non-governmental institutions or individuals and not
affiliated with any public university

“private school(s)” schools which are not administered by local, provincial or national
governments

“public school(s)” schools administered by local, provincial or national governments

“school year” except for our kindergartens, the school year for all of our schools,

which generally starts on or around 1 September of each calendar
year and ends on 31 August of the next calendar year

“Tier One Universities” also known as “Key Universities” (F#iK5), refers to universities
that were listed as participating universities in Project 211 (211 %)
and Project 985 (985L#E) initiated by the MOE and the PRC
government in 1995 and 1988, respectively, with the intent of
raising the standards and promoting the development and reputation
of higher education in China

“Zhongkao” also known as the High School Entrance Examination, the academic

examination held annually in the PRC to distinguish middle school
students
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FORWARD-LOOKING STATEMENTS

Certain statements in this prospectus 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”,

9 <, ELINNTS ELINNT3 EEINNTS ELENN TN LT EEINNTS

“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 prospectus),
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;

J our ability to maintain or increase student enrolment in our schools;

. 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);
J our ability to control costs;

. our dividend policy;

. 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 prospectus.

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 prospectus. Any such intentions may change in light of future developments.

All forward-looking statements in this prospectus 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 prospectus, 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. Any of the following risks
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.

These factors are contingencies that may or may not occur, and we are not in a position to express a view on
the likelihood of any such contingency occurring. The information given is as of the Latest Practicable Date
unless otherwise stated, will not be updated after the date hereof, and is subject to the cautionary statements in
the section headed “Forward-looking Statements” in this prospectus.

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

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

One of the most significant factors affecting our profitability is the tuition fees we charge at our schools. We
derived all of our revenue from tuition fees during the Track Record Period. 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 schools, 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 schools are located. For the boarding
students in our schools, the tuition fees charged also include boarding fees. For a number of our primary school
and kindergarten students, the tuition fees charged also include meal fees.

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 ((RMFAF W& R 17 HH%)) 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. Pursuant to the Interim Measures for the Fees Collection Management
of Private Schools of Henan Province (ViR RAFEEALCE & I 17 H1E)) promulgated by the government
authorities of Henan Province on 1 August 2005, the standard of tuition fees and boarding fees charged by the
private schools for the formal education or the adjustment thereto, shall be reviewed by the governmental
education authority based on the written application filed by the private schools and approved by the
governmental pricing authority. On 11 June 2015, the People’s Government of Henan Province (1" & A R EUR)
published the Opinions of the People’s Government of Henan Province on Further Deepening Price Reform
(TR B N REBUR B — 22 AL AR BCERY R L)), which provides that the government administration should
gradually deregulate its control over education related fees charged by private schools and abolish the
requirement for record-filing for tuition fees charged by privately-run kindergartens.

However, there can be no assurance that we will be able to maintain or raise the tuition level we charge at our
schools in the future due to various reasons, including the failure to obtain necessary approvals, or even if we are
able to maintain or raise the tuition level, we cannot assure you that we will be able to attract prospective
students to apply for our schools at such increased fee rates. Our business, financial position and results of
operations may be materially and adversely affected if we fail to maintain or raise the tuition level or attract
sufficient prospective students.
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RISK FACTORS

We face intense competition in the PRC 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 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 schools and other private schools that offer similar
programmes of their own or in partnership with other curriculum providers. We compete with these schools in a
range of aspects, including the quality of programme and curriculum offerings, tuition fee levels, school location
and premises, qualified teachers and other key personnel. Our competitors may adopt similar or superior
curriculums, school support 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 to the development and promotion of their schools and
respond more quickly than we can to the changes in student demand, testing materials, admissions standards,
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 limitations are relaxed at public schools, more diversified curriculums are offered or the
exam-oriented education approach is reformed, public schools may become more attractive to students and
student enrolment in our schools may decrease. As such, we may be required to reduce tuition fees or increase
capital expenditure in response to competition in order 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 level,
attract and retain competent teachers or other key personnel, enhance the quality of our educational services or
control competition costs, our business and results of operations may be materially and adversely affected.

In addition, we also face intense competition with international schools or international programmes offered by
other public or private schools. If our students and their parents’ interest in the education programmes offered by
us decreases, student enrolment in our schools may substantially decrease and we may need to lower our tuition
fees to attract more students. As a result, our business, financial condition and results of operations may be
materially and adversely affected.

We are subject to uncertainties brought by the Amendment of Law for Promoting Private Education of the
PRC.

Our business is regulated by, among others, the Law for Promoting Private Education of the PRC. On
7 November 2016, the Decision of the Standing Committee of the National People’s Congress on Amending the
Law for Promoting Private Education of the PRC ((EEIARMEKNEHHZE B GHINER<hTE N R
RMBE (OELE>PUED) (the “Amendment”) was promulgated by Order No. 55 of the President of the PRC.
The Amendment will come into force on 1 September 2017. The Amendment establishes a new classification
system for private schools to be classified by whether they are established and operated for profit-making
purposes, and the sponsors of private schools may at their own discretion choose to establish non-profit or for-
profit private schools. Further, schools sponsors are not allowed to establish for-profit private schools that are
engaged in compulsory education.

The implementation of the Amendment will further be provided in the implementation regulations that are yet to
be published or introduced (the “Implementation Regulations”). It remains uncertain as to whether the
Implementation Regulations will bring any material adverse impact on our business. There is also significant
uncertainty as to the preferential tax treatments or other preferential treatments that our schools will enjoy
(whether as non-profit private schools or as for-profit schools if we choose to register certain schools of ours as
such) after the Amendment and/or the Implementation Regulations come into force. As the Amendment was only
recently promulgated and the Implementation Regulations are yet to be introduced, there may also be uncertainty
in terms of the interpretation and enforcement of the Amendment and the Implementation Regulations by the
relevant government authorities. There is no assurance that we will be able to operate our business in full

27



RISK FACTORS

compliance with the Amendment and/or Implementation Regulations as interpreted by the relevant government
authorities or at all. Should we fail to fully comply with the Amendment and/or the Implementation Regulations
as interpreted by the relevant government authorities, we may be subject to administrative fines or penalties or
other negative consequences which could materially and adversely affect our brand name and reputation, and our
business, financial condition and results of operations.

We are not able to predict or estimate the potential costs and expenses to adjust our structure according to the
Amendment and the Implementation Regulations. In addition, when the Amendment comes into effect and the
Implementation Regulations become available, our financial condition, results of operations can be materially
and adversely affected should registration of our schools as for-profit schools or non-profit schools incur
significant administration and financial costs.

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 sharpen our competitive edge in Henan Province and further expand our school network in other
attractive markets (i) by building and acquiring additional schools; and (ii) through an asset-light approach by
cooperating with third party partners. 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
prospectus for more information. We may not succeed in executing our growth strategies due to a number of
factors, including failure to do the following:

. increase student enrolment in our existing schools;

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

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

. identify suitable acquisition targets;

. establish cooperation with potential third party partners;

. effectively execute our expansion plans;

. acquire or lease suitable land sites 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 schools 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 changing student needs and

teaching methods;
. follow the expected timetable with respect to the development of new schools; and

. achieve the benefits we expect from our expansion.

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.
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We may not be able to successfully integrate businesses that we acquire, which may cause us to lose the
anticipated benefits from such acquisitions and to incur significant additional expenses.

One of our growth strategies is to grow our business by acquiring additional schools. We believe we 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:

. ability to find 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.

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

We rely substantially 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 curriculum and to upholding our reputation.
As of 31 August 2016, we had a team of 2,455 teachers.

We plan to continue to attract qualified teachers who have a strong command of their respective subject areas and
meet our high standards. We seek to hire teachers who are capable of delivering innovative and inspirational
classroom instructions. 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 schools we operate, is
relatively limited in China and in particular, in Henan Province where our schools operate. 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 ascertain 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 standards and
other key trends necessary to effectively teach their respective courses.

We may not be able to hire and retain a sufficient number of qualified teachers and qualified school personnel to
keep pace with our anticipated growth while maintaining consistent teaching quality and the overall quality of
our education programmes across different schools. If we are unable to recruit and retain an appropriate number
of qualified teachers and qualified school personnel, the quality of our services or overall education programmes
may decrease or be perceived to decrease in one or more of our schools, which may have a material and adverse
effect on our reputation, business and results of operations.
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Our University graduates’ employment rate and average starting salaries may decrease and satisfaction with
our University may otherwise decline.

Our University is positioned as a private higher education institution that equips our graduates with the practical
skills desired by employers in industries with significant recruiting demands, which enhances the competitive
advantages of our students in the job market as they are able to smoothly settle into the working environment and
embark on new tasks after graduation. Accordingly, the graduates of our University have achieved relatively high
employment rates and average starting salaries, which in turn, attracts increasing number of student applications
for our University.

However, we cannot guarantee that our University will continue to be able to design or modify our curriculum to
meet the expectations of the students enrolled in our University, prospective employers or 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. The graduates of our University 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 University graduates’ employment rate and average starting salaries may harm the reputation
of our University and the student enrolment in our University may decrease, which may have a material and
adverse impact on our results of operations and financial conditions.

Our K-12 education business depends on our ability to promptly and adequately respond to changes in
admission requirements for higher-level education and testing materials.

Our high school students are subject to college level admissions and assessment tests administered by
educational authorities in China or relevant educational institutions overseas, depending on where our students
choose to apply for higher education. Our middle and primary school students are subject to PRC high school and
middle school entrance exams, as applicable. The admission scores for the various universities, high schools or
middle schools in China usually change from year to year and so do the admission requirements for overseas
universities. Testing materials may also change in terms of focus areas, format and the manner in which such
tests are administered. These changes require us to continually update and enhance the courses and course
materials we offer and to continually train our students to take standardised tests so as to maximise their
performance on these tests. If we fail to adequately prepare our students for admission tests in our everyday
classroom teaching and any test preparation courses we offer, our students’ admissions rates to PRC and overseas
universities, PRC high schools and PRC middle schools, as applicable, may decrease and our programmes and
services may become less attractive to students. Furthermore, if we fail to timely develop and introduce new
education services and programmes in our schools based on the changing education standards in China and
abroad, our ability to attract and retain students may decrease. As a result, our reputation, business, financial
condition and results of operations may be materially and adversely affected.

Our K-12 school students’ academic performance may fall and satisfaction with our K-12 educational services
may decline.

The success of our business depends on our ability to maintain the quality of education we provide, which
includes students’ satisfactory learning experience, and to ensure the academic performance of our students. Our
K-12 schools may not be able to meet students’ and parents’ expectations for academic performance or help our
high school graduates achieve their college admissions goals. A student may not experience the academic
improvement that he or she expects and his or her performance may otherwise decline significantly due to
reasons beyond our control. There is no assurance that we can provide K-12 school learning experiences that are
satisfactory to all of our K-12 school students. Student and parent satisfaction with our K-12 educational
programmes may decline. We may also experience negative publicity or a decrease in word-of-mouth referrals.
In addition, we cannot ensure that our high school students will be accepted by universities at rates we have
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experienced in the past. Any such negative developments could result in students’ withdrawal from or
unwillingness to apply for our K-12 schools, and therefore have an adverse impact on our reputation. If we fail to
continue to attract and admit to our schools students of a suitable standard or at all, our business, financial
condition and results of operations may be materially and adversely affected.

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 local
education bureau 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 local civil affairs bureau and local education bureau, obtain a tax registration certificate from the local tax
bureau and approval from the local pricing administrative bureau for schools providing formal education. We
also need to obtain approval from the local education authorities as to the scale and scope of our University
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 schools, there is no assurance
that we will be able to obtain all required permits 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
noncompliant operations, the suspension of our noncompliant 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 regarding the maintenance of our approvals, licences and permits,
see the section headed “Business — Licences and Permits” in this prospectus.

Our business is heavily dependent on the market recognition of reputation and any damage to our reputation
would materially and adversely affect our business. Negative publicity concerning our schools or our Group
may adversely affect our reputation, business, growth prospect and our ability to recruit qualified teachers and

staff.

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 curriculums, teachers and teaching quality, the grades achieved by our students, the number
of our graduate students being accepted into domestic and overseas universities, accidents on campus, teacher or
student scandals, 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
schools and if our reputation is damaged, students’ and parents’ interest in our schools may decrease and our
business could be materially and adversely affected.

We have had negative publicity about our schools in the past, such as the news regarding three students at our
University who were injured in an incident outside our University campus by someone who was not our student.
We may be subject to additional negative publicity in the future, which, even if untrue, may damage our brand
image and reputation, deter prospective students and teachers and take up excessive time of our management and
other resources. As a result, our business, financial condition and results of operations may be materially and
adversely affected.
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Rebranding certain schools of ours from “the Affiliated High School of Peking University
(AL F AR BT H1E2)” to “YuHua (F%#)” may negatively impact our student enrolments.

Before we completed the unification of our brands under “YuHua (F°#)” in the second quarter of 2016, we had
operated a number of our K-12 schools under the brand name “the Affiliated High School of Peking University
(ALK M HE2 ), pursuant to the PKU Cooperation Agreement. In accordance with the PKU Cooperation
Agreement, Peking University granted us a non-exclusive licence to use the brand name, trademark and logo of
“the Affiliated High School of Peking University (ILZKEEMIE+E)” in the operation of our schools. We
launched our very first school, the Affiliated High School of Peking University, Henan Branch, under the brand
name “the Affiliated High School of Peking University (JLEUREEHTE 1 E2)” and subsequently established a total
of 16 schools in eight campuses using the same brand name. See the section headed “Business — Overview of
our Schools — Prior Cooperation with the Affiliated High School of Peking University” in this prospectus for
more information. We believe the brand “the Affiliated High School of Peking University (L5t RELHJE HEE)»
played a major role in helping us expand our market share at the earlier stage of our development and operations
and continued to have material influence over our students and their parents’ decisions to attend our schools. In
September 2014, we decided to phase-out the brand “the Affiliated High School of Peking University
(AL R ELHE HE2)” and rebrand all those schools as “YuHua (F#£)”, which is our own brand name that was
introduced in 2012. The business operations of these schools, such as employees, students recruitment and
teacher recruitments, among others, remained continuous and uninterrupted during the re-branding process.

Discontinuation of the operation of our schools under the brand “Affiliated High School of Peking University
(ALEUREL M H£2 ) may result in a diminished interest in attending our schools from potential students and their
parents. Our enrolled students may lose confidence in our education quality and brand awareness and choose to
transfer to other public or private schools. Any rumour, speculation or negative publicity arising from the phase-
out of our use of the brand “Affiliated High School of Peking University (ALHUREXMETE)” even if
unjustified, may also harm our reputation and ability to attract students. If we are not able to successfully execute
our rebranding plan and ensure a smooth transition into our new brand “YuHua ( F3)” our business, financial
position and results of operations may be materially and adversely affected.

We have developed our student base primarily through word-of-mouth referrals. However, we cannot assure you
that our marketing efforts will be successful or sufficient in promoting the new brand “YuHua (7°%)” or in
helping our schools remain competitive. If we are unable to further enhance our reputation and increase market
awareness of our programmes and curriculums after adopting the new brand, or if we are required to incur
excessive marketing and promotional expenses in order to remain competitive, our business, financial condition
and results of operations may be materially and adversely affected. If we are unable to maintain or sustain our
brand reputation and recognition, we may also be unable to maintain or increase student enrolment, which may
have a material adverse effect on our business, financial condition and results of operations.

Student enrolment in our University may decrease as a result of the termination of cooperation with Henan
Polytechnic University.

We entered the HPU Cooperation Agreement with Henan Polytechnic University in 2008, pursuant to which we
established Wanfang College, the predecessor of our University. During our cooperation with Henan Polytechnic
University, we developed our University’s Zhengzhou campus, which is a stand-alone campus in a different
location to Henan Polytechnic University. Pursuant to the HPU Cooperation Agreement, we paid an annual fee
based on the total tuition fees collected from students enrolled in bachelor’s degree programmes of our
University in each school year since the 2013/2014 school year.

To improve the profitability of our University and to better position it as a stand-alone tertiary education
provider, we entered into the HPU Termination Agreement to terminate our cooperation with Henan Polytechnic
University, following which our University ceased to have any affiliation with Henan Polytechnic University.
Subsequently we changed the name of our University to “Zhengzhou Technology and Business University” and
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stopped using the brand of “Wanfang College of Science & Technology” or “Henan Polytechnic University” in
our marketing activities or operations. The business operations of our University, such as employees, student
recruitment and teacher recruitment, among others, remained continuous and uninterrupted. See the section
headed “Business — Overview of our Schools — Prior Cooperation with Henan Polytechnic University” in this
prospectus for more information.

Termination of our cooperation with Henan Polytechnic University and operation of our University under the
new name ‘“Zhengzhou Technology and Business University” may result in a diminished interest in attending our
University from potential students and their parents. We cannot guarantee 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 University
may lose confidence in our education quality and brand awareness and choose to transfer to other public or
private universities. If we are not able to effectively market our University and increase the brand awareness, 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 generated all of our revenue from Henan Province and from a limited number of schools. We also
generated a significant portion of our revenue from our University.

As of 31 August 2016, we operated in nine cities in China, namely, Zhengzhou, Xuchang, Xingyang, Jiyuan,
Jiaozuo, Luohe, Kaifeng, Xinxiang and Hebi, all of which are located in Henan Province. Zhengzhou is
particularly important to our overall business as it is the home of five of our schools, including the University.
For the years ended 31 August 2014, 2015 and 2016, students enrolled in schools located in Zhengzhou
accounted for approximately 78.3%, 73.1% and 74.3%, respectively, of our total students and we generated
approximately 79.5%, 73.5% and 68.8%, respectively, of our revenue from our schools in Zhengzhou. We expect
that our schools in Zhengzhou will continue to generate the majority of our revenue for the foreseeable future.
For the years ended 31 August 2014, 2015 and 2016, we generated all of our revenue from our schools in Henan
province.

Consequently, we are highly susceptible to factors adversely affecting the PRC private education industry, or us,
in any of the limited geographic areas in which our schools are located. If Henan province or any of the cities in
which we operate, especially Zhengzhou, 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, especially
Zhengzhou, 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.

For the years ended 31 August 2014, 2015 and 2016, we generated approximately 39.4%, 40.2% and 37.7%,
respectively, of our revenue from our University. We expect that we will continue to generate a growing portion
of our revenue from our University in the foreseeable future. If any of our schools, especially our University,
experiences an event that materially and negatively affects its student enrolment, tuition, school operations or
reputation in general, our business, financial condition and results of operations may be materially and adversely
affected.

We had net current liabilities as of 31 August 2014, 2015 and 2016 and 31 December 2016. We may be
exposed to liquidation risks, and our business, financial condition and results of operation may be materially
and adversely affected as a result.

As of 31 August 2014, 2015 and 2016 and 31 December 2016, we had net current liabilities of approximately
RMB978.5 million, RMB872.6 million, RMB569.6 million and RMB627.4 million, respectively. We had net
current liabilities as of each of these dates primarily due to (i) advances from our Controlling Shareholders to
finance our capital expenditure and (ii) with respect to the net liabilities position as of 31 August 2015, the
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payment to Henan Polytechnic University in July 2015 consisting of annual fees and a one-off termination fee.
For additional information on our liquidity position, see the section headed “Financial Information — Current
Assets and Liabilities” in this prospectus. We may be exposed to liquidation risks, and our business, financial
condition and results of operation may be materially and adversely affected as a result of our net current liability
positions.

We cannot assure you that we will be able to obtain adequate financing to meet our future working capital
requirements and we may have net current liabilities in the future. The inability to obtain additional short-term
bank loans, loans or other additional financing on a timely basis, on acceptable terms or at all would materially
and adversely affect our ability to satisfy our working capital requirements. In addition, we cannot assure you
that we will be able to obtain additional working capital to execute our growth strategies, or that future expansion
of our school network will not materially and adversely impact the current or future level of working capital.
Furthermore, as we provide refund to students who withdraw from our schools, if a large number of students
withdraw from our schools, our financial position may be adversely impacted.

We plan to expand our school network by building three new high schools, and such expansion may result in
increase in depreciation costs and may adversely affect our operating results and financial position.

Historically and during the Track Record Period, we primarily expanded our school network by building our own
schools. The depreciation expenses related to our school buildings and facilities recorded under cost of revenue
amounted to approximately RMB53.4 million, RMB61.6 million and RMB69.0 million, respectively, for the year
ended 31 August 2014, 2015 and 2016.

As part of our business strategies to further expand our school network, we intend to add three new high schools
on certain existing school campuses and apply approximately RMB36.0 million out of the net proceeds from the
Listing to construct student dormitories and ancillary teaching facilities for those new high schools. For details of
the plan, please refer to the section headed “Business — Our Business Strategies — Strategically expand our
school network within Henan Province and into other attractive markets” in this prospectus. With the intended
constructions, it is expected that we would incur higher capital expenditures over the construction period. We
expect our capital expenditure for the year ended 31 August 2017 to be RMB200.0 million therefore, additional
depreciation costs will be reflected in our profit and loss, which may adversely affect our financial performance
and operating results.

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

We have experienced growth in revenue during the Track Record Period. Our historical growth was driven by the
increases in the number of students enrolled at our schools 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 schools 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 and Henan Province; (iii) increased competition 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
schools we operate due to our limited capacity, and we may not be as successful in carrying out our growth
strategies and expansion plans.

Moreover, we may not sustain our past growth rates in future periods, and we may not sustain our profitability on
a quarterly, interim or annual basis in the future. Our historical results, growth rates and profitability may not be
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indicative of our future performance and you should not rely on them to predict the future performance of our
Shares. See the section headed ‘Financial Information” in this prospectus 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.

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

We provide private K-12 and higher education to our students. Our future success heavily depends on the
continuing services of our executive Directors and senior management team, including Mr. Li, our Founder and
chairman, Ms. Li, our chief executive officer and executive Director, and the principals at our schools.

If one or more of our executive 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 educators 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 executive 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.

We maintain limited insurance coverage.

We maintain various insurance policies, such as school liability insurance to safeguard against risks and
unexpected events. However, our insurance coverage is still limited in terms of amount, scope and benefit. In
addition, we do not carry property insurance for the properties that are owned by third parties and are not
required to do so under applicable PRC laws and regulations. Consequently, we are exposed to various risks
associated with our business and operations. See the section headed “Business — Insurance” in this prospectus
for more information. We are exposed to risks including, but not limited to, accidents or injuries in our schools
that are beyond the scope of our insurance coverage, 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.

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 schools,
including those caused by or otherwise arising in connection with our school facilities or employees. For
example, a high school student of ours committed suicide in 2011 due to depression as a result of family dispute.
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 schools. For example, a primary school student of ours suffered injuries after
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he fell out of a classroom window in 2012. 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 reputation risk if our students or employees suffer injuries outside our
school campuses. For example, three students of our University were injured in an incident in 2016 outside the
campus by someone who was not our student. Such incident may discourage prospective students from applying
to or attending our schools. Furthermore, although we maintain certain liability insurance, this insurance
coverage may not be adequate to fully protect us from these kinds of claims and liabilities. In addition, we may
not be able to obtain liability insurance in the future at reasonable prices or at all. A liability claim against us or
any of our employees could adversely affect our reputation and student enrolment and retention. Even if
unsuccessful, such a claim could create unfavourable publicity, 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 a food quality incident.

During and subsequent to the Track Record Period, students at our schools purchased and may purchase food
from certain canteens operated by our schools or canteens that we outsourced to Independent Third Parties.
Although we continue to monitor the meal preparation process and regularly solicit feedback from our students,
we cannot assure you that food quality related incidents will not occur in the future. In the event of food quality
incidents 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.

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 schools, 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.

As of the Latest Practicable Date, we had not yet obtained proper building ownership certificates or certain other
requisite certificates or permits for 11 of our 32 owned buildings or groups of buildings and we had not obtained
the land use right certificate for parcel of the land we occupy for our University and our Xuchang YuHua Elite
School. See the section headed “Business — Properties — Owned Properties” in this prospectus for further
details. As a result, our rights to these buildings or groups of buildings and land 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;

. 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 RMB 100,000 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 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
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construction contract of the affected premises and/or temporary suspension of the usage of the affected
premises before the incident is rectified; and

. for the properties that we have put into use or construction activities without obtaining the planning and
construction 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, or be subject temporary suspension of the usage of the buildings or groups of buildings before
we obtain the relevant certificates.

In the event that we lose the rights to any of our land, buildings or groups of buildings, our use of such land,
buildings or groups of buildings may be limited, or we may be forced to relocate our schools 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. We are in the process of applying to the relevant government
authorities for the relevant outstanding certificates. However, we cannot guarantee you that we will be able to
obtain such outstanding certificates. 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.

We lease several of our school premises and may not be able to control the quality, maintenance and
management of these school premises, nor can we ensure we will be able to find suitable premises to replace
our existing school premises in the event our landlords refuse to renew the relevant lease agreements upon the
expiry of their terms.

Our schools lease a number of properties from certain related parties and Independent Third Parties. As of the
Latest Practicable Date, our schools leased 9 properties. See the section headed “Business — Properties” in this
prospectus for further details. Such school premises and school buildings and facilities were developed and are
maintained by our landlords. Accordingly, we are not in a position to effectively control the quality, maintenance
and management of such premises, buildings and facilities. In the event that the quality of the school premises,
buildings and facilities deteriorates, or if any or all of our landlords fail to properly maintain and renovate such
premises, buildings or facilities in a timely manner or at all, the operation of our schools could be materially and
adversely affected. In addition, if any of our landlords terminates the existing lease agreements, refuses to
continue to lease the premises to our schools when such lease agreements expire, or increase rent to the level not
acceptable to us, we will be forced to relocate our schools to other locations. We may not be able to find suitable
premises for such relocation without incurring significant time and costs, or at all. If this occurs, our business,
results of operations and financial condition could be materially and adversely affected.

Our legal right to certain leased properties could be challenged by property owners or other third parties.

As of 31 August 2016, we leased 10 properties, which were used as office and school premises. As of the Latest
Practicable Date, we leased 9 properties and we had not been provided with the building ownership certificates
by the landlords for two leased properties. As a result, there is a risk that the landlord from whom we lease such
property may not have the valid building ownership certificates for the premises they lease to us, or otherwise
may not have the right to lease such premises to us. According to our PRC Legal Adviser, in the event those
landlords do not have valid building ownership certificates, the relevant lease agreements may be deemed invalid
or we may face challenges from property owners or other third parties to the lessor’s rights. If any of our leases
were terminated as a result of challenges by third parties to the lessor’s rights, we may be forced to relocate the
affected premises and incur significant expenses, which may affect our operations at the school, and could
adversely affect our business, financial condition and results of operations.

Furthermore, we have not registered our lease agreements with the relevant government authorities. Under the
relevant PRC laws and regulations, we may be required to register and file with the relevant government
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authority executed leases. According to our PRC Legal Adviser, while the lack of registration will not affect the
validity and enforceability of the lease agreements, a fine ranging from RMB 1,000 to RMB 10,000 may be
imposed on the parties for each non-registered lease.

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 the Property Valuation Report set out in Appendix III to this prospectus
with respect to the appraised values of our properties is based on various assumptions, which are subjective and
uncertain in nature. The assumptions that Asia-Pacific Consulting and Appraisal Limited (“APA”) 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 APA 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 APA.

Our student enrolment may be restrained by the capacity of our schools.

Although our schools are able to accommodate more students in light of our current capacities, we may not be
able to admit all qualified students who would like to enrol in our schools in the future. Furthermore, without
building additional facilities such as classrooms and dormitories, we may not be able to expand our capacity at
our current campuses unless we relocate to other facilities in the local area with more space or capacity. If we fail
to expand our capacity as quickly as the demand for our services grows, or if we otherwise fail to grow by
establishing or acquiring additional schools or campuses, we might not be able to admit more potential students,
and our results of operations and business prospects could be adversely affected.

Failure to make adequate contributions to various employee benefit plans as required by PRC regulations may
subject us to penalties.

Companies operating in the PRC are required to participate in various employee benefit plans, including pension
insurance, unemployment insurance, medical insurance, work-related injury insurance, maternity insurance and
housing provident fund and contribute to the plans in amounts equal to certain percentage of salaries, including
bonuses and allowances, of their employees up to a maximum amount specified by the local government from
time to time at locations where they operate their business.

During the Track Record Period, we did not make full contributions to the social insurance plans and the housing
provident fund for certain number of our employees (the “Relevant Employees™”) as required by the relevant
PRC laws and regulations. As of the Latest Practicable Date, we had not received any notice from the local
authorities or any claim or request from the Relevant Employees in this regard. We estimate that the aggregate
amount of social insurance payments that we did not make was RMB2.7 million, RMB4.6 million and RMBS5.7
million for the years ended 31 August 2014, 2015 and 2016, respectively, and the housing provident fund
contributions that we did not make was RMB1.6 million, RMB2.5 million and RMB3.7 million for the same
periods, respectively. For more information, see the section headed “Business — Employees” in this prospectus.

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.
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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. For instance,
we have noticed that certain third-party companies engaging in private education business are operating under
the name “YuHua (F°%£)” or other names with such kind of similarity that may cause confusion or speculations
over whether there is any connection or cooperation between us and those Independent Third Parties, which may
harm our brand and reputation and adversely affect our results of operations.

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 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.

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 schools 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.

Although we plan to defend ourselves vigorously in any such litigation or legal proceedings, there is no
assurance that we will prevail in these matters. 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 schools 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 ((F#EARILAMBEINELRZ)) and the PRC Property Law (CHEEA
RALFIE Y HEL)), mortgages, pledges or other encumbrances should not be created on properties which are used
for public welfare facilities. The buildings or groups of buildings that certain schools of ours own and occupy
may be considered “public welfare facilities” according to the Law for Promoting Private Education (2003),
which provides that private education is considered in the nature of “public welfare” in the PRC. Accordingly,
education facilities of schools and kindergartens 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 schools 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
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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 schools and our financial condition will be materially and adversely affected.

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 schools. 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 H5N1 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 schools, which in turn may materially and adversely affect our financial condition and
results of operations. If any of these occur, our schools 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 schools. If any of these events materialise, our business,
financial condition and results of operations 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.

Our wholly-owned subsidiary WFOE entered into the Contractual Arrangements pursuant to which it is entitled
to receive substantially all of the economic benefits from our consolidated affiliated entities. See the section
headed “Contractual Arrangements” in this prospectus for more information.

Foreign investment in the education industry in China is extensively regulated and subject to numerous
restrictions. Under the Foreign Investment catalogue (¥ #7246 H #%)), foreign investors are prohibited
from investing in primary and middle schools in the PRC for students in grades one through nine. Foreign
investments in kindergarten education, high school education and higher education are also restricted to
cooperation with PRC domestic parties who are required to play a dominant role in the cooperation. Furthermore,
under the Implementation Opinions of the MOE on Encouraging and Guiding the Entry of Private Capital in the
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Fields of Education and Promoting the Healthy Development of Private Education issued by the MOE on 18 June
2012 (KBRS 5| R[] e A B S RO B e e 8 JR A9 B 22 1)), the foreign portion of the total
investment in a Sino-foreign joint venture kindergarten or high school is restricted to less than 50%. According to
the Regulation on Operating Sino-foreign Schools of the PRC ({3 A RILFN B 45 VEHELR 1)), which was
promulgated by the State Council on 1 March 2003 and became effective on 1 September 2003, foreign investors
in kindergartens, high schools and higher education must also be foreign education institutions with relevant
qualifications and experience. See the section headed “Regulations” in this prospectus for further details.

Accordingly, our subsidiaries in China, being regarded as foreign investments, are currently ineligible to apply
for the required education licences and permits in China for the operation of primary and middle schools. In
addition, although foreign investment in kindergartens, high schools and universities is not prohibited, our
subsidiaries in China are still ineligible to independently operate kindergartens, high schools and universities.
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 PRC laws or regulations in the future or fail to obtain or maintain any of the required permits or
approvals, 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 subsidiary or consolidated affiliated entities;

. discontinuing or restricting the operations of any related-party transactions among our PRC subsidiary or
consolidated affiliated entities;

. imposing fines or other requirements with which we or our PRC subsidiary or consolidated affiliated
entities may not be able to comply;

. requiring us to restructure our operations in such a way as to compel us to establish new entities, re-apply
for the necessary licences or relocate our businesses, staff and assets; or

. restricting the use of proceeds from our follow-on public offering or financing to finance our business and
operations in China.

If any of the above penalties is imposed on us, our business may be materially and adversely affected.

The Draft Foreign Investment Law proposes sweeping 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
primarily through contractual arrangements, such as our business, and our compliance with the Draft
Foreign Investment Law depends on the compliance by Mr. Li with the undertakings given by him, which the
Stock Exchange has limited power to enforce.

On 19 January 2015, the MOFCOM published the PRC Law on Foreign Investment (Draft for Comment) (1%
NRIEFNBISMEHE L (FREBCRE M) )) | or the Draft Foreign Investment Law. At the same time, the
MOFCOM published an accompanying explanatory note of the Draft Foreign Investment Law that contains
important information about the Draft Foreign Investment Law, 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
foreign invested enterprises, or the FIEs, primarily through contractual arrangements. The Draft Foreign
Investment Law is intended to replace the current foreign investment legal regime consisting of three laws: the
Sino-Foreign Equity Joint Venture Enterprise Law ({(FFAMF &R 2£1%)), the Sino-Foreign Cooperative Joint
Venture Enterprise Law ((HAME1ESEEMR3EIL)) and the Wholly Foreign-Invested Enterprise Law
(COMEARZER)), as well as detailed implementing rules. The Draft Foreign Investment Law 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, it may be regarded as a FIE and be
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restricted or prohibited from investment in certain industries listed on the negative list as published by the PRC
government (the “Negative List”) unless permission from the competent authority in the PRC 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 our industry). The Draft
Foreign Investment Law also provides that any FIEs operating in industries on the Negative List will require
entry clearance and other approvals that are not required of PRC domestic entities. As a result of the entry
clearance and approvals, certain FIE’s operating in industries on the negative list may not be able to continue to
conduct their operations through contractual arrangements.

Although the Draft Foreign Investment Law was released for consultation purposes, there is substantial
uncertainty regarding the Draft Foreign Investment Law, including with respect to its final content, adoption
timeline or effective date. While Mr. Li is of Chinese nationality and indirectly able to exercise the voting rights
over more than 50% of the issued share capital of our Company and will remain so immediately upon the Listing,
we cannot assure that our Company will be deemed as being controlled by a Chinese investor and that the
Contractual Arrangements will be deemed as a domestic investment under the Draft Foreign Investment Law.
Furthermore, the issues as to the level of “actual control” for being qualified as a domestic enterprise, how
existing domestic enterprises that are operated by foreign investors under contractual arrangements are to be
handled and what business will be classified as a “restricted business” or a “prohibited business” in the Negative
List, are yet to be clarified at this stage. In view of this uncertainty, 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 under which we operate our education business are
not treated as a domestic investment and/or that our education business is classified as “prohibited business” in
the Negative List under the Draft Foreign Investment Law as finally enacted, such Contractual Arrangements
may be deemed as 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, the
occurrence of such an event could have a material and adverse effect on our business, financial condition and
results of operations such that the financial results of our consolidated affiliated entities would no longer be
consolidated into our Group’s financial results and we would have to derecognise their assets and liabilities
according to the relevant accounting standards. An investment loss would be recognised as a result of such
derecognition.

As a measure to ensure the Contractual Arrangements remain a domestic investment and comply with the Draft
Foreign Investment Law, each of Mr. Li, one of our Controlling Shareholders, and Ms. Li, one of our executive
Directors, has given an undertaking in favour of our Company that, among other things, he or she will continue
to use his or her best efforts to give effect to the Contractual Arrangements. See 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 prospectus. Our
compliance with the Draft Foreign Investment Law depends on Mr. Li’s and Ms. Li’s continued adherence to the
terms of such undertaking. In the event that Mr. Li or Ms. Li breaches the undertaking, the Stock Exchange has
limited power to enforce the terms of the undertaking against Mr. Li or Ms. Li and as a result, the Contractual
Arrangements may be deemed invalid and illegal and we may be required to unwind the Contractual
Arrangements and/or dispose of our consolidated affiliated entities, which could have a material and adverse
effect on our business, financial condition and result of operations. In addition, it is uncertain whether the
measures to be adopted by us to maintain control over and receive economic benefits from our consolidated
affiliated entities alone will be effective in ensuring compliance with the Draft Foreign Investment Law (if and
when it becomes effective). In the event that such measures are not complied with, the Stock Exchange may take
enforcement actions against us, such as suspending trading in our Shares, which may have a material adverse
effect on the trading and liquidity of our Shares. For the details of the Draft Foreign Investment Law and the
negative list and its potential impact on our Company, and our potential measures to maintain control over and
receive economic benefits from our consolidated affiliated entities, see the section headed “Contractual
Arrangements — Development in PRC Legislation on Foreign Investment” in this prospectus.
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Furthermore, the undertakings given by Mr. Li and Ms. Li may require them to exercise their influence over our
Company to prevent us from issuing additional Shares (or securities convertible into Shares) if the effect of any
such issuance was to dilute their interest below a level sufficient to represent “control” under the Draft Foreign
Investment Law. This may, in turn, impact our ability to finance our future expansion plans or use Shares as
consideration for acquisitions or as a form of equity incentive for our management and employees. We also
cannot assure you that these undertakings will not serve as a disincentive to parties proposing to acquire a
material interest in our Shares or control of our Company, which may have a negative impact on the price and
liquidity of our Shares.

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 prospectus. 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 the total revenue in our Combined Financial Statements for the years ended 31 August 2014,
2015 and 2016, 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. Li, our chairman and one of our Controlling Shareholders, and Ms. Li, our executive Director and chief
executive officer and daughter of Mr. Li, are the beneficial owners of our consolidated affiliated entities.
Therefore, the interests of Mr. Li and Ms. Li as the beneficial owners of our consolidated affiliated entities may
differ from the interests of our Company as a whole. We cannot assure you that when conflicts of interest arise,
Mr. Li and/or Ms. Li 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. Li or Ms. Li 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. Li and/or Ms. Li, 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 agreements we entered into with Mr. Li and Ms. Li 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 interest of our consolidated affiliated entities may be subject to
certain limitations and we may incur substantial costs.

Pursuant to the Foreign Investment catalogue and the Sino-Foreign Regulation (<2 AR ILHNE] 405 AF
£45%f1)), a foreign investor may not invest in primary and middle schools (the “Foreign Ownership
Prohibition”), and in the case of investing in a Sino-foreign joint venture school offering kindergarten, high
school and higher education, must be a foreign education institution with relevant qualifications and experience
(the “Qualification Requirement”) and hold an interest of less than 50% (the “Foreign Ownership
Restriction”) with the domestic party playing a dominant role (the “Foreign Control Restriction”). If the
Foreign Ownership Prohibition, Foreign Ownership Restriction and Foreign Control Restriction are lifted, we
may be unable to unwind the Contractual Arrangements before we are in a position to comply with the
Qualification Requirement, or if we attempt to unwind the Contractual Arrangements before we are able to
comply with the Qualification Requirement we may be ineligible to operate our schools and university and may
be forced to suspend their operations, which could materially and adversely affect our business, financial
condition and results of operations.

Furthermore, we may incur substantial cost in the exercise of the option to acquire the equity interest of our
consolidated affiliated entities. Pursuant to the Contractual Arrangements, WFOE has the exclusive right to
require the shareholders of our consolidated affiliated entities to transfer any and all the shares of our
consolidated affiliated entities to WFOE and/or a third party designated by it, in whole or in part at any time and
from time to time, at the lowest price allowable under PRC laws and regulations at the time of transfer. If the
relevant PRC authorities determine that the purchase price for acquiring our consolidated affiliated entities is
below the market value, they may require 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 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 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
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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.

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 schools 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 operation 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 price 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 a result, 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 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 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 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 in favour of any aggrieved party. Our PRC Legal Adviser is also of the view that, even though
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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 — Summary of the Material Terms of the Contractual Arrangements — Dispute
Resolution” in this prospectus for details regarding the enforceability of the dispute resolution provisions in the
Contractual Arrangements as opined by our PRC Legal Adviser.

We rely on dividend and other payments from WFOE to pay dividends and other cash distributions to our
Shareholders and any limitation on the ability of 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 WFOE, our PRC subsidiary. The amount of dividends
paid to our Company by WFOE depends solely on the service fees paid to WFOE from our consolidated
affiliated entities. However, there are restrictions under PRC laws for the payment of dividends to us by WFOE.
For example, relevant PRC laws and regulations permit payments of dividends by WFOE only out of its retained
earnings, if any, as determined in accordance with PRC accounting standards and regulations. Under PRC laws
and regulations, 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, 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 WFOE to pay dividends to us and the limitations on the ability of consolidated affiliated entities to pay
service fees to WFOE could materially and adversely limit our ability to borrow money outside of China or pay
dividends to holders of our Shares.

Our consolidated affiliated entities may be subject to limitations on their ability to operate private education
business or make payments to related parties.

The principal regulations governing private education in China are the Law for Promoting Private Education
(R N R AL RAFCE fE4#E75)), which became effective as of 2003 and was revised in 2013, and the
Implementation Rules for the Law for Promoting Private Education (<% A\ R0 RMEE A AL F e 01))
(the “Implementation Rules”). Under these regulations, a private school may elect to be a school that does not
require reasonable returns or a school that requires reasonable returns. A private school that does not require
reasonable returns cannot distribute dividends to its school sponsors. At the end of each 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. For a private school that requires reasonable returns,
this amount is at least 25% of the annual net income of the school, while in the case of a private school that does
not require reasonable returns, this amount is at least 25% of the annual increase in the net assets of the school, if
any. A private school that requires reasonable returns must publicly disclose such election and additional
information required under the regulations. A private school shall consider factors such as the school’s tuition,
ratio of the funds used for education-related activities to the course fees collected, admission standards and
educational quality when determining the percentage of the school’s net income that would be distributed to the
investors as reasonable returns. All of our schools have elected to be private schools of which the sponsors do not
require reasonable returns. However, current PRC laws and regulations do not provide a formula or guidelines
for determining the amount of “reasonable returns” which can be distributed. In addition, current PRC laws and
regulations do not distinguish between the requirements or restrictions on a private school’s ability to operate its
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education business based on its status as a school of which the sponsors require a reasonable returns or a school
of which the sponsors do not require reasonable returns.

The Law for Promoting Private Education has been amended by the Decision of the Standing Committee of the
National People’s Congress on Amending the Law for Promoting Private Education of the PRC
(2B ARAREREHHZ B FRMES ChE AR B RIFBFMRELR) MPE))  (the “Amendment”) on
7 November 2016 and the Amendment will come into effect on 1 September 2017. Pursuant to the Amendment,
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 Amendment remains silent on the requirement of the development fund of the non-
profit schools or for-profit schools. For further details of the Amendment, see the section headed “Regulations —
Regulations on Private Education in the PRC — The Amendment to the Law for Promoting Private Education”
in this prospectus.

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 WFOE, which in turn depends on the
service fees paid to WFOE from our consolidated affiliated entities. Our PRC Legal Adviser advises us that
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 prospectus.

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 schools to WFOE, including retrospectively, to the extent that such
service fees are tantamount to “reasonable returns” 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
schools or, in a more extreme situation, revoke the operation permits of these schools, in which case we may, as a
preventative measure to avoid such ramifications, change the election made with respect to such schools of
which the sponsors require a “reasonable return”, which would in turn result in our schools ceasing to enjoy
certain preferential treatment.

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 schools. Under irrevocable powers of attorney, Mr. Li and Ms. Li 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
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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. For
example, the PRC government has implemented economic reform and measures emphasising the utilisation of
market forces in the development of the PRC economy. Economic reform measures, however, may be adjusted,
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;

. 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 prospectus 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;
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(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 WFOE, our subsidiary in China and a foreign-invested enterprise, cannot exceed statutory
limits and must be registered with the 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 (the “Stock Option Rules”, IS AN L5 B A 55 A8 A2 B A0 _E i 2 ) JoRE o mh et ) 4
TS AT BRI )93 K1), 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 the
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. 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 WFOE, our PRC
subsidiary. 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 existing PRC foreign exchange regulations,
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conversion of Renminbi is permitted, without prior approval from the 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 the 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 Hong Kong dollar and other currencies may fluctuate and is
affected by, among other things, changes in China’s political and economic conditions. From 1995 until July
2005, the conversion of the Renminbi into foreign currencies in the PRC, including the Hong Kong dollar and
U.S. dollar, has been based on fixed rates set by the PBOC. The PRC government, however, has, with effect from
21 July 2005, reformed the exchange rate regime by moving into a managed floating exchange regime based on
market supply and demand with reference to a basket of currencies. 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. Following this announcement, the Renminbi had appreciated from approximately RMB6.83 per
U.S. dollar to RMB6.12 per U.S. Dollar as of 15 June 2015. 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, 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.

Our revenue and costs are mostly denominated in Renminbi and most of our financial assets are also
denominated in Renminbi. 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
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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 1.4% in 2015. 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 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
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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 Judgments 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 (KB A1t B 75 Vs e Fll 47 IO 0 5 ELAR B8 ] AT 8 = A Bih el i
TER R S R 22 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.

All 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 judgments obtained
from non-PRC courts. The PRC does not have treaties providing for the reciprocal recognition and enforcement
of judgments 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 judgments 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 ({2 ANRIAEZEFTGHIL)) 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, CBHRIFEANE M b B #2 IBeA 36 R0 B P A8 B AR AT YE SR o i R SEA B B RE YA D) on 22 April
2009. SAT Circular 82 provides 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.
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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.

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 obtained confirmation letters from, and
conducted interviews with, the local tax bureaus in the areas where we operate our schools, which confirmed,
among other things, that our schools are 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. Pursuant to the Amendment which will come
into effect on 1 September 2017, 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. The taxation
policies applicable to for-profit private schools after the Amendment taking effect are yet to be introduced.
Therefore, the preferential tax treatment of our schools after the Amendment comes into full force 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
Amendment that are to be introduced. There is no guarantee that the preferential tax treatment that currently
applies to our schools will not change after the Amendment comes into effect. In addition, following the
execution of the Contractual Arrangements, WFOE will initially be subject to an income tax rate of 9% and
value-added tax in China.

These preferential tax treatments may be subject to change and we cannot provide any assurance that the
preferential tax rate applicable to WFOE will continue to apply in the future, and WFOE may therefore be
required to pay a higher rate of income tax in the future. 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.
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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, Mr. Li will, through his family trust, indirectly
control approximately 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, Mr. Li will, for the foreseeable future, through his 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 Mr. Li in the future, Mr. Li may
exercise control over our Company in ways that conflict with the interests of our other Shareholders, and
minority Shareholders could be disadvantaged.

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 (for itself and on behalf of the Over-allotment Option Grantor) 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;
. 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.
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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.

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 prospectus and pursuant to the
undertakings they have given to the Stock Exchange as described in the section headed “Contractual
Arrangements — Development in the PRC Legislation on Foreign Investment — Potential measures to maintain
control over and receive economic benefits from our consolidated affiliated entities” in this prospectus, 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 prospectus 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
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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 Pre-IPO Share
Option Scheme and 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.

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;
. our future results of operations, financial condition and cash flows;

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

. 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 our Company and Cayman Companies Law” in Appendix IV to
this prospectus.

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
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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 prospectus relating to the PRC economy and the education industry may
not be fully reliable.

Facts, forecasts and statistics in this prospectus relating to the PRC, the PRC economy, the education industry in
China, the PRC kindergarten, primary, middle and high school and 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, 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
prospectus relating to the PRC, the PRC economy, the education industry in China, the PRC kindergarten,
primary, middle and high school and 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.
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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. The Group’s management, business operations and assets are primarily
based outside Hong Kong. The principal management headquarters and senior management of the Group are
primarily based in China. The Directors consider that the appointment of executive Directors who will be
ordinarily resident in Hong Kong would not be beneficial to, or appropriate for, the Group and therefore would
not be in the best interests of the Company and the 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 Ms. Li, our chief executive officer and an executive Director, and
Mr. Xu Bin, our chief financial officer and joint company secretary, as well as their alternate
representative, Ms. Lai Siu Kuen, to be the principal communication channel at all times between the
Stock Exchange and the 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 the Directors (including the independent non-executive Directors)
promptly as and when required, including means to communicate with the Directors when they are
travelling;

() 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 Guotai Junan 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 an alternative 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 the Directors could be arranged through the authorised
representatives or the Compliance Adviser, or directly with the Directors within a reasonable time frame.
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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.

JOINT COMPANY SECRETARIES

Pursuant to Rules 3.28 and 8.17 of the Listing Rules, the company secretary must be an individual who, by virtue
of his academic or professional qualifications or relevant experience, is, in the opinion of the Stock Exchange,
capable of discharging the functions of the company secretary. The Stock Exchange considers the following
academic or professional qualifications to be acceptable:

(a) a Member of The Hong Kong Institute of Company Secretaries;

(b) a solicitor or barrister as defined in the Legal Practitioners Ordinance (Chapter 159 of the Laws of Hong
Kong); or

() a certified public accountant as defined in the Professional Accountants Ordinance (Chapter 50 of the
Laws of Hong Kong).

In assessing “relevant experience”, the Stock Exchange will consider the individual’s:
(a) length of employment with the issuer and other issuers and the roles he or she played;

(b) familiarity with the Listing Rules and other relevant law and regulations including the Securities and
Futures Ordinance, the Companies Ordinance, Companies (Winding Up and Miscellaneous Provisions)
Ordinance and the Takeovers Code;

(c) relevant training taken and/or to be taken in addition to the minimum requirement under Rule 3.29 of the
Listing Rules; and

(d) professional qualifications in other jurisdictions.

Our Company appointed Mr. Xu Bin and Ms. Lai Siu Kuen as joint company secretaries of the Company on
7 September 2016. Ms. Lai Siu Kuen is a fellow member of the Hong Kong Institute of Chartered Secretaries and
the Institute of Chartered Secretaries and Administrators in the United Kingdom and therefore meets the
qualification requirements under Note 1 to Rule 3.28 of the Listing Rules and is in compliance with Rule 8.17 of
the Listing Rules.

Mr. Xu has been the chief financial officer of our Company since 1 January 2016. Our Company believes that
Mr. Xu, by virtue of his knowledge and experience in handling corporate administrative matters, is capable of
discharging his functions as a joint company secretary. Further, our Company believes that it would be in the best
interests of our Company and the corporate governance of the Group to have as its joint company secretary a
person such as Mr. Xu who possesses the relevant experience of the Group’s financial, operational and investor
relations matters.

Accordingly, while Mr. Xu does not possess the formal qualifications required of a company secretary under
Rule 3.28 of the Listing Rules, 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 Rules 3.28 and 8.17 such that Mr. Xu may be
appointed as a joint company secretary of our Company. The waiver was granted for a three-year period on the
condition that Ms. Lai, as joint company secretary, will work closely with, and provide assistance to, Mr. Xu in
the discharge of his duties as our joint company secretary for an initial period of three years from the date of the
Listing. In addition, Mr. Xu will comply with the annual professional training requirement under Rule 3.29 of the
Listing Rules and will enhance his knowledge of the Listing Rules during the three-year period from the Listing
Date. We will further ensure that Mr. Xu has access to the relevant training and support that would enhance his

59



WAIVERS FROM COMPLIANCE WITH THE LISTING RULES AND
EXEMPTION FROM THE COMPANIES (WINDING UP AND MISCELLANEOUS
PROVISIONS) ORDINANCE

understanding of the Listing Rules and the duties of a company secretary of an issuer listed on the Stock
Exchange. The waiver will be revoked immediately if Ms. Lai ceases to provide assistance to Mr. Xu as the joint
company secretary during the three years after the Listing. At the end of the three-year period, we will liaise with
the Stock Exchange to enable it to assess whether Mr. Xu, having had the benefit of Ms. Lai’s assistance for three
years, will have acquired relevant experience within the meaning of Rule 3.28 of the Listing Rules so that a
further waiver will not be necessary.

See the section headed “Directors and Senior Management” in this prospectus for further information regarding
the qualifications of Mr. Xu and Ms. Lai.

CONNECTED TRANSACTIONS

We have entered into certain transactions which would 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, (ii) the annual cap requirement, and (iii) the requirement
of limiting the term of the continuing connected transactions set out in Chapter 14A of the Listing Rules for such
continuing connected transactions. For further details in this respect, see the section headed “Connected
Transactions” in this prospectus.

WAIVER AND EXEMPTION IN RELATION TO THE PRE-IPO SHARE OPTION SCHEME

Under Rule 17.02(1)(b) of, and paragraph 27 of Appendix 1A to, the Listing Rules, and paragraph 10(d) of Part I
of the Third Schedule to the Companies (Winding Up and Miscellaneous Provisions) Ordinance, this prospectus
is required to include, among other things, details of the number, description and amount of any shares in or
debentures of our Company which any person has, or is entitled to be given, an option to subscribe for, together
with certain particulars of each option, namely the period during which it is exercisable, the price to be paid for
shares or debentures subscribed for under it, the consideration (if any) given or to be given for it or for the right
to it and the names and addresses of the persons to whom it was given (the “Share Option Disclosure
Requirements”).

As of the Latest Practicable Date, our Company had granted options under the Pre-IPO Share Option Scheme to
329 grantees, including Directors, senior management and other connected persons of the Company and other
employees of our Group, to subscribe for an aggregate of 180,000,000 Shares, representing 6% of the total
number of Shares in issue immediately after completion of the Global Offering (assuming the options granted
under the Pre-IPO Share Option Scheme are not exercised and no Shares are granted under the Share Award
Scheme) on the terms 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 to this
prospectus.

Our Company has applied to the Stock Exchange and the SFC, respectively for, (i) a waiver from strict
compliance with the disclosure requirements under Rule 17.02(1)(b) of, and paragraph 27 of Appendix 1A to, the
Listing Rules; and (ii) a certificate of exemption under section 342A of the Companies (Winding Up and
Miscellaneous Provisions) Ordinance exempting the Company from strict compliance with the disclosure
requirements under paragraph 10(d) of Part I of the Third Schedule to the Companies (Winding Up and
Miscellaneous Provisions) Ordinance, on the ground that strict compliance with the above requirements would be
unduly burdensome for our Company for the following reasons:

(a) given that 329 grantees are involved, strict compliance with such disclosure requirements in setting out
full details of all the grantees under the Pre-IPO Share Option Scheme in the prospectus would be costly
and unduly burdensome for the Company in light of a significant increase in cost and timing for
information compilation, prospectus preparation and printing;
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(b)
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(d)

(e)

®

(€9)

(h)

®

as of the Latest Practicable Date, among all the grantees, 13 grantees were Directors, the senior
management or other connected persons of our Company and the remaining 316 grantees are only
employees of our Group, strict compliance with the Share Option Disclosure Requirements to disclose
names, addresses, and entitlements on an individual basis in this prospectus will require substantial
number of pages of additional disclosure that does not provide any material information to the investing
public;

given the nature of the business of the Company, it is extremely important for the Company to recruit and
retain talents and the success of the Company’s long-term development plan will very much depend on
the loyalty and contribution of the grantees;

the Pre-IPO Share Option Scheme forms a critical component in the compensations of the employees of
the Group, and the information relating to the share options granted to the grantees is highly sensitive and
confidential to the Group;

the full disclosure of the details of the grantees (which include their addresses) as well as the share
options granted to each of them, would provide the Group’s competitors with the Group’s employees’
compensation details and facilitate their soliciting activities which could adversely impact the Group’s
ability to recruit and retain valuable personnel;

the full disclosure on the share options granted to each of the grantees would also allow the employees of
the Group to gain access to the others’ compensation, which could negatively affect the employees’
morale, give rise to negative internal competitions, and lead to an increase in the costs for recruitment and
retention;

the grant and exercise in full of the options under the Pre-IPO Share Option Scheme will not cause any
material adverse impact in the financial position of our Company;

non-compliance with the above disclosure requirements would not prevent the Company from providing
its potential investors with an informed assessment of the activities, assets, liabilities, financial position,
management and prospects of the Company; and

material information relating to the options under the Pre-IPO Share Option Scheme will be disclosed in
this prospectus, including the total number of Shares subject to the Pre-IPO Share Option Scheme, the
exercise price per Share, the potential dilution effect on the shareholding and impact on earnings per
Share upon full exercise of the options granted under the Pre-IPO Share Option Scheme. The Directors
consider that the information that is reasonably necessary for the potential investors to make an informed
assessment of the Company in their investment decision making process has been included in this
prospectus.

In light of the above, our Directors are of the view that the grant of the waiver and exemption sought under this
application will not prejudice the interests of the investing public.

The Stock Exchange has agreed to grant to our Company a waiver under the Listing Rules on condition that:

(a)

on an individual basis, full details of the options granted under the Pre-IPO Share Option Scheme to each
of the Directors, the senior management and the other connected persons of the Company will be
disclosed 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 to this prospectus as
required under Rule 17.02(1)(b) of, and paragraph 27 of Appendix 1A to, the Listing Rules, and
paragraph 10 of Part I of the Third Schedule to the Companies (Winding Up and Miscellaneous
Provisions) Ordinance;
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(b)

(©)

(d)

(e)

®)

(€9)

(h)

®

for the remaining grantees (being the other grantees who are not Directors, the senior management or the
other connected persons of the Company), disclosure will be made, on an aggregate basis, of (1) their
aggregate number of grantees and number of Shares underlying the options under the Pre-IPO Share
Option Scheme, (2) the consideration paid for the grant of the options under the Pre-IPO Share Option
Scheme and (3) the exercise period and the exercise price of the options granted under the Pre-IPO Share
Option Scheme;

there will also be disclosure in this prospectus for the aggregate number of Shares underlying the options
under the Pre-IPO Share Option Scheme and the percentage of our Company’s total issued share capital
represented by such number of Shares as of the Latest Practicable Date;

the dilutive effect and impact on earnings per Share upon the full exercise of the options under the Pre-
IPO Share Option Scheme will be disclosed 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 to this prospectus;

a summary of the major terms of the Pre-IPO Share Option Scheme will be disclosed 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 to this prospectus;

the particulars of the waiver will be disclosed in this prospectus;

a full list of all the grantees (including those persons whose details have already been disclosed in this
prospectus) who have been granted the options under the Pre-IPO Share Option Scheme, containing all
the particulars as required under the Share Option Disclosure Requirements, will be made available for
public inspection in the section headed “Documents Delivered to the Registrar of Companies in Hong
Kong and Available for Inspection” in Appendix VI to this prospectus;

further information relating to the grantees who have been granted options is provided to the Stock
Exchange; and

the grant of certificate of exemption under the Companies (Winding Up and Miscellaneous Provisions)
Ordinance from the SFC exempting the Company from the disclosure requirements provided in
paragraph 10(d) of Part I of the Third Schedule to the Companies (Winding Up and Miscellaneous
Provisions) Ordinance.

The SFC has agreed to grant to our Company the certificate of exemption under section 342A of the Companies
(Winding Up and Miscellaneous Provisions) Ordinance on condition that:

(a)

(b)

on an individual basis, full details of the options under the Pre-IPO Share Option Scheme granted to each
of our Directors, the senior management of our Group and the other connected persons of the Company
will be disclosed 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 to this prospectus
as required by paragraph 10 of Part I of the Third Schedule to the Companies (Winding Up and
Miscellaneous Provisions) Ordinance;

for the remaining grantees (being the other grantees who are not Directors, the senior management or the
other connected persons of the Company), disclosure will be made of, on an aggregate basis, (1) their
aggregate number of grantees and the number of Shares underlying the options under the Pre-IPO Share
Option Scheme, (2) the consideration (if any) paid for the grant of the options under the Pre-IPO Share
Option Scheme and (3) the exercise period and the exercise price for the options granted under the Pre-
IPO Share Option Scheme;
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(©) a full list of all the grantees (including those persons whose details have already been disclosed in this
prospectus) who have been granted the options under the Pre-IPO Share Option Scheme, containing all
the particulars as required in paragraph 10(d) of Part I of the Third Schedule to the Companies (Winding
Up and Miscellaneous Provisions) Ordinance, will be made available for public inspection in the section
headed “Documents Delivered to the Registrar of Companies in Hong Kong and Available for
Inspection” in Appendix VI to this prospectus;

(d) the particulars of the exemption will be disclosed in this prospectus; and
(e) further information relating to the grantees who have been granted options is provided to the SFC.
Further details of the Pre-IPO Share Option Scheme are set forth 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 to this prospectus.

63



INFORMATION ABOUT THIS PROSPECTUS AND THE GLOBAL OFFERING

DIRECTORS’ RESPONSIBILITY FOR THE CONTENTS OF THIS PROSPECTUS

This prospectus, 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 prospectus 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 prospectus misleading.

GLOBAL OFFERING

This prospectus 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 prospectus 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 prospectus 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 prospectus 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 (for itself and on behalf of the Over-allotment Option
Grantor) 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 (for itself and on behalf of the Over-allotment Option Grantor) on the Price
Determination Date. The Price Determination Date is expected to be on or around Tuesday, 21 February 2017
and, in any event, not later than Monday, 27 February 2017 (unless otherwise determined between the Joint
Global Coordinators (for themselves and on behalf of the Underwriters) and our Company (for itself and on
behalf of the Over-allotment Option Grantor)). If, for whatever reason, the Offer Price is not agreed between the
Joint Global Coordinators and our Company on or before Monday, 27 February 2017, the Global Offering will
not become unconditional and will lapse immediately.

See the section headed “Underwriting” in this prospectus 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” in this prospectus and on the relevant Application Forms.

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” in this prospectus.
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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 prospectus 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 prospectus and/or the Application Forms in any jurisdiction other than Hong
Kong. Accordingly, this prospectus 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 prospectus 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 which may be issued pursuant to the exercise of
the options granted under the Pre-IPO Share Option Scheme and the Shares which may be granted under the
Share Award Scheme).

Dealings in the Shares on the Stock Exchange are expected to commence on Tuesday, 28 February 2017. 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 prospectus. Assuming that the Over-allotment Option is
exercised in full, the Over-allotment Option Grantor may be required to sell up to an aggregate of 112,500,000
existing 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.

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.
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SHARE REGISTRAR AND STAMP DUTY

Our principal register of members will be maintained in the Cayman Islands by our principal registrar, Maples
Fund Services (Cayman) Limited, in the Cayman Islands, and our Hong Kong register will be maintained by the
Hong Kong Share Registrar 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.

REGISTRATION OF SUBSCRIPTION, PURCHASE AND TRANSFER OF SHARES

We have instructed our Hong Kong Share Registrar, Computershare Hong Kong Investor Services Limited, and
it has agreed, not to register the subscription, purchase or transfer of any Shares in the name of any particular
holder unless and until the holder delivers a signed form to our Hong Kong Share Registrar in respect of those
Shares bearing statements to the effect that the holder:

. agrees with us and each of our Shareholders, and we agree with each Shareholder, to observe and comply
with the Cayman Companies Law and our Articles;

. agrees with us and each of our Shareholders that the Shares are freely transferable by the holders thereof;
and
o authorises us to enter into a contract on his or her behalf with each of our Directors, managers and officers

whereby such Directors, managers and officers undertake to observe and comply with their obligations to
our Shareholders as stipulated in our Articles.

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 prospectus 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 RMB0.88354 to HK$1.00, the
exchange rate prevailing on 3 February 2017 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$7.7582 to US$1.00,
being the noon buying rate as set forth in the H.10 statistical release of the United States Federal Reserve Board
on 3 February 2017.

TRANSLATION

If there is any inconsistency between the English version of this prospectus and the Chinese translation of this
prospectus, the English version of this prospectus shall prevail unless otherwise stated. However, if there is any
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inconsistency between the names of any of the entities mentioned in this English prospectus 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 prospectus between total and sum of amounts listed therein are due to
rounding.
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DIRECTORS AND PARTIES INVOLVED IN THE GLOBAL OFFERING

For further information on our Directors, see the section headed “Directors and Senior Management” in this
prospectus.

DIRECTORS
Name Address Nationality

Executive Directors

Mr. Li Guangyu 3/F (East), Unit 1, Block 7, Beida Huayuan =~ PRC
3 Mazhuang Street
Zhengdong New District, Zhengzhou
PRC

Ms. Li Hua 6/F (West), Unit 1, Block 3, Beida Huayuan PRC
3 Mazhuang Street
Zhengdong New District, Zhengzhou
PRC

Ms. Qiu Hongjun 6/F (East), Unit 1, Block 3, Beida Huayuan PRC
3 Mazhuang Street
Zhengdong New District, Zhengzhou

PRC
Independent non-executive Directors
Mr. Chen Lei Flat 4-502, Block B19 PRC
19 Yuquan Road
Shijingshan District, Beijing
PRC
Mr. Xia Zuoquan Flat 23A, Block D PRC

Jinxiu Huayuan, Overseas Chinese Town
Nanshan District, Shenzhen
PRC

Mr. Zhang Zhixue No. 106, Block A50 PRC
Zhongguanyuan
Peking University
Haidian District, Beijing
PRC

PARTIES INVOLVED IN THE GLOBAL OFFERING

Sole Sponsor CITIC CLSA Capital Markets Limited
18/F, One Pacific Place
88 Queensway
Hong Kong

Joint Global Coordinators CLSA Limited
18/F, One Pacific Place
88 Queensway
Hong Kong
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Merrill Lynch International
2 King Edward Street
London EC1A THQ
United Kingdom

CCB International Capital Limited
12/F CCB Tower

3 Connaught Road Central

Central

Hong Kong

Joint Bookrunners Hong Kong Public Offering

CLSA Limited

18/F, One Pacific Place
88 Queensway

Hong Kong

Merrill Lynch Far East Limited
55/F Cheung Kong Center

2 Queen’s Road Central
Central

Hong Kong

CCB International Capital Limited
12/F CCB Tower

3 Connaught Road Central

Central

Hong Kong

First Capital Securities Limited
Unit 4512, 45/F, The Center

99 Queen’s Road Central
Central

Hong Kong

Orient Securities (Hong Kong) Limited
28th and 29th Floor

100 Queen’s Road Central

Hong Kong

International Offering

CLSA Limited

18/F, One Pacific Place
88 Queensway

Hong Kong

Merrill Lynch International
2 King Edward Street
London ECI1A 1HQ
United Kingdom
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CCB International Capital Limited
12/F CCB Tower

3 Connaught Road Central

Central

Hong Kong

First Capital Securities Limited
Unit 4512, 45/F, The Center

99 Queen’s Road Central
Central

Hong Kong

Joint Lead Managers Hong Kong Public Offering

CLSA Limited

18/F, One Pacific Place
88 Queensway

Hong Kong

Merrill Lynch Far East Limited
55/F Cheung Kong Center

2 Queen’s Road Central
Central

Hong Kong

CCB International Capital Limited
12/F CCB Tower

3 Connaught Road Central

Central

Hong Kong

First Capital Securities Limited
Unit 4512, 45/F, The Center

99 Queen’s Road Central
Central

Hong Kong

Orient Securities (Hong Kong) Limited
28th and 29th Floor

100 Queen’s Road Central

Hong Kong

International Offering

CLSA Limited

18/F, One Pacific Place
88 Queensway

Hong Kong
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Auditors and Reporting Accountants

Legal Advisers to the Company

Legal Advisers to the Sole Sponsor and the
Underwriters
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Merrill Lynch International
2 King Edward Street
London ECI1A 1HQ
United Kingdom

CCB International Capital Limited
12/F CCB Tower

3 Connaught Road Central

Central

Hong Kong

First Capital Securities Limited
Unit 4512, 45/F, The Center

99 Queen’s Road Central
Central

Hong Kong

PricewaterhouseCoopers
Certified Public Accountants
22/F, Prince’s Building
Central

Hong Kong

As to Hong Kong and U.S. laws:

Skadden, Arps, Slate, Meagher & Flom and affiliates

42/F, Edinburgh Tower
The Landmark

15 Queen’s Road Central
Hong Kong

As to PRC law:

Tian Yuan Law Firm

10/F, CPIC PLAZA

28 Fengsheng Lane, Xicheng District
Beijing 100032

PRC

As to Cayman Islands law:

Maples and Calder (Hong Kong) LLP
53rd Floor, The Center

99 Queen’s Road Central

Hong Kong

As to Hong Kong and U.S. laws:

Sidley Austin

Level 39, Two International Finance Centre
8 Finance Street

Central

Hong Kong



DIRECTORS AND PARTIES INVOLVED IN THE GLOBAL OFFERING

As to PRC law:

Jingtian & Gongcheng

34/F, Tower 3, China Central Place
77 Jianguo Road

Chaoyang District

Beijing, 100025

PRC

Industry Consultant Frost & Sullivan (Beijing) Inc., Shanghai Branch Co.
Suite 1014-1018
Tower B
500 Yunjin Road
Shanghai
PRC

Property Valuer Asia-Pacific Consulting and Appraisal Limited
Room 1501(112), 15F, SPA Centre
53-55 Lockhart Road
Wanchai
Hong Kong

Compliance Adviser Guotai Junan Capital Limited
27/F Grand Millennium Plaza
181 Queen’s Road Central
Hong Kong

Receiving Bank Standard Chartered Bank (Hong Kong) Limited
15th Floor, Standard Chartered Tower
388 Kwun Tong Road, Kowloon
Hong Kong
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Registered Office The offices of Maples Corporate Services Limited
PO Box 309, Ugland House
Grand Cayman, KY1-1104
Cayman Islands

Head Office and Principal Place of Business in China  No. 21, 4/F, Block 10
3 Mazhuang Street
Zhengdong New District
Zhengzhou, PRC

Principal Place of Business in Hong Kong 36/F, Tower Two, Times Square
1 Matheson Street, Causeway Bay
Hong Kong

Company’s Website www.yuhuachina.com

(The information on the website does not form part
of this prospectus)

Joint Company Secretaries Mr. Xu Bin
71 Xidan Shoupa Hutong
Xicheng District, Beijing
PRC

Ms. Lai Siu Kuen (FCIS, FCS)
36/F, Tower Two, Times Square

1 Matheson Street, Causeway Bay
Hong Kong

Authorised Representatives Ms. Li Hua
6/F (West), Unit 1, Block 3, Beida Huayuan
3 Mazhuang Street
Zhengdong New District, Zhengzhou
PRC

Mr. Xu Bin

71 Xidan Shoupa Hutong
Xicheng District, Beijing
PRC

Audit Committee Mr. Chen Lei (Chairman)
Mr. Xia Zuoquan
Mr. Zhang Zhixue

Remuneration Committee Mr. Zhang Zhixue (Chairman)
Ms. Li Hua
Mr. Xia Zuoquan

Nomination Committee Mr. Li Guangyu (Chairman)
Mr. Xia Zuoquan
Mr. Zhang Zhixue

Compliance Adviser Guotai Junan Capital Limited
27/F Grand Millennium Plaza
181 Queen’s Road Central
Hong Kong
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Hong Kong Share Registrar

Principal Share Registrar and Transfer Office

Principal Banker
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INDUSTRY OVERVIEW

Certain information and statistics set out in this section and elsewhere in this prospectus relating to the
normal full-time education industry in China are derived from various government and other publicly
available sources, and from the market research report prepared by Frost & Sullivan, an independent industry
consultant which was commissioned by us (the “Frost & Sullivan Report”). The information extracted from
the Frost & Sullivan Report should not be considered as a basis for investments in the Offer Shares or as
opinion of Frost & Sullivan as to the value of any securities or the advisability of investing in our Company.
We believe that the sources of such information and statistics are appropriate for such information and
statistics and have taken reasonable care in extracting and reproducing such information and statistics. We
have no reason to believe that such information and statistics are false or misleading or that any fact has been
omitted that would render such information and statistics false or misleading in any material respect. Our
Directors have further confirmed, after making reasonable enquires and exercising reasonable care, that there
is no adverse change in the market information since the date of publication of the Frost & Sullivan Report or
any of the other reports which may qualify, contradict or have an impact on the information in this section. No
independent verification has been carried out on such information and statistics by us, the Sole Sponsor, the
Joint Global Coordinators, the Joint Bookrunners, the Joint Lead Managers, the Underwriters or any other
parties involved in the Global Offering or their respective directors, officers, employees, advisers, agents, and
no representation is given as to the accuracy or completeness of such information and statistics. Accordingly,
you should not place undue reliance on such information and statistics.

SOURCES OF INFORMATION

We commissioned Frost & Sullivan, an independent market research consulting firm which is principally
engaged in the provision of market research consultancy services, to conduct a detailed analysis of the PRC
private education market, the PRC private higher education market and the private fundamental education market
in PRC and Central China (collectively, the “Target Research Markets”).

During the preparation of the Frost & Sullivan Report, Frost & Sullivan performed both primary and secondary
research, and obtained knowledge, statistics, information and industry insights on the industry trends of the
Target Research Markets. Primary research involved discussing the status of the industry with leading industry
participants and industry experts. Secondary research involved reviewing company reports, independent research
reports and Frost & Sullivan’s proprietary database.

The Frost & Sullivan Report was compiled based on the following assumptions: (i) China’s economy is likely to
maintain steady growth in the next decade, (ii) China’s social, economic and political environment is likely to
remain stable in the forecast period from 2016 to 2020, and (iii) market drivers, such as Chinese families’ focus
on children’s education, support from PRC central and local governments, improved investment in private
education in China and the increase of household income and wealth, are likely to drive the Target Research
Markets. For the projection of total market size, Frost & Sullivan plotted available historical data against
macroeconomic data as well as data with respect to related industry drivers.

Frost & Sullivan is also of the view that: (i) there are inherent limitations in the methodology used by it,
including potential information gaps where interviewees have refused to divulge confidential data or figures and
incomplete statistics or unconscious omission of industry participants due to latent ownership or highly
fragmented characteristics for the market; and (ii) other methodologies may have yielded substantially different
outcomes with respect to the identity of the top private education groups and the estimates of their respective
student enrolment and market shares contained in the Frost & Sullivan Report, particularly due to the highly
fragmented nature of the PRC private education industry. Consequently, prospective investors are cautioned not
to place undue reliance on the rankings, student enrolment and market share estimates contained in this
prospectus.
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Frost & Sullivan is an independent global consulting firm, which was founded in New York in 1961. It offers
industry research and market strategies, and provides growth consulting and corporate training. We are
contracted to pay a fee of RMB460,000 to Frost & Sullivan in connection with the preparation of the Frost &
Sullivan Report. We have extracted certain information from the Frost & Sullivan Report in this section, as well
as in the sections headed “Summary”, “Risk Factors”, “Business”, “Financial Information™ and elsewhere in this
prospectus to provide our potential investors with a more comprehensive presentation of the industries in which
we operate.

OVERVIEW OF PRC PRIVATE EDUCATION INDUSTRY

In general, the PRC education industry can be categorised into formal education and informal education. Unlike
the informal education system, the formal education system provides students with the opportunity to earn
official certificates from the PRC government. The PRC formal education industry primarily consists of
fundamental education (also known as K-12 education) and higher education. Unless specified otherwise in this
prospectus, the PRC private education industry discussed only refers to the PRC private formal education
industry. The following diagram illustrates the composition of the PRC private education industry which is
similar to the composition of the PRC public education industry:
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In response to a shortfall in state funds for education in late 1970s and early 1980s, the PRC first allowed private
education in the early 1980s, with PRC private education experiencing rapid growth in the 1990s. Since then, the
PRC private education became an important force in the PRC education system. Generally, private schools in the
PRC have a higher level of operational independence. While most private schools in the PRC follow the required
curriculum system as public schools do, they tend to have more diverse and broader curriculum offerings and a
greater degree of flexibility in terms of the level of tuition fees they charge.

The PRC private education industry has exhibited strong growth over the past five years, primarily driven by
favourable policies and regulations on private education and rising personal consumption in the PRC. According
to the Frost & Sullivan Report, total revenue generated by the PRC private education industry was RMB287.9
billion in 2015, compared to RMB174.0 billion in 2011, representing a CAGR of approximately 13.4%. The total
revenue generated by the PRC private education industry is expected to increase from RMB287.9 billion in 2015
to RMB494.8 billion in 2020, representing a CAGR of approximately 11.4%, according to the Frost & Sullivan
Report.

OVERVIEW OF THE PRIVATE HIGHER EDUCATION INDUSTRY IN CHINA

The private higher education industry in China experienced rapid growth and entered into regulated development
in the 1990s as the PRC regulatory authorities began to implement a regulatory framework to govern private
higher education, according to the Frost & Sullivan Report. Private higher education institutions in China can be
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divided into two categories: Private HEIs (FH¥FE7 =4%) and Independent Colleges (3ZE:BT). In accordance
with applicable PRC relevant regulations, Private HEIs refer to higher education institutions established by non-
state organisations or individuals with non-state funds; whole Independent Colleges refer to colleges which only
engage in undergraduate education and are established through cooperation between normal higher education
institutions engaging in undergraduate or graduate education and non-state organisations or individuals with non-
state funds. Private HEIs generally can offer junior college, undergraduate and/or post-graduate programmes and
are operated independently while Independent Colleges may offer undergraduate programmes and are normally
affiliated to public universities. Private HEIs and Independent Colleges are different from public higher
education institutions mainly due to the fact that public higher education institutions are generally operated by
the PRC national or local governments and their major source of capital is PRC state expenditure on education.

Both Private HEIs and Independent Colleges are governed by the Higher Education Law of the PRC
(PHEANRILMEHELEFE)  and the Law for Promoting Private Education of the PRC
(N R B A F fE#E1%) and its implementation regulations. Private HEIs are also governed by the
Several Provisions on the Administration of Non-state-operated Colleges and Universities
(R o S AR A B THLZE) which was issued by the MOE on 3 February 2007 and subsequently amended
on 10 November 2015. Independent Colleges are more specifically governed by the Measures for the
Establishment and Administration of Independent Colleges (#3752 Fi % & 84 H#%), which was promulgated
on 22 February 2008 and amended on 10 November 2015.

The main difference between Private HEIs and Independent Colleges is that Independent Colleges are established
through cooperation between normal higher education institutions and qualified non-state organisations or
individuals. The cooperation parties shall enter into a cooperation agreement setting out the key terms of the
cooperation, such as each party’s total planned investment, investment method, the rights and obligations as well
as the amount or calculation method of annual fees to be paid to the normal higher education institutions. In
terms of the Independent College’s operations, the normal higher education institutions normally provide the
necessary intellectual property rights, such as their names, logos and trademarks, as well as certain education and
teaching resources, which the non-state organisations or individuals provide, among others, capital, land use
rights and teaching facilities. In addition, very few Private HEIs offer post-graduate programmes. The
programmes offered by Private HEIs and Independent Colleges primarily include bachelor’s degree programmes,
which normally take four years of full-time study to complete, and junior college diploma programmes, which
normally take three years of full-time study to complete. The tuition fees charged for the bachelor’s degree
programmes are generally higher than the tuition fees charged for the junior college diploma programmes.

Market Size of the PRC Private Higher Education Industry

According to the Frost & Sullivan Report, from 2011 to 2015, the total number of private higher education
institutions in China increased from approximately 698 to 734, among which the total number of Private HEI
increased from 389 to 459.
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In addition, total revenue generated by the PRC private higher education industry was RMB92.6 billion in 2015,
compared to RMB64.6 billion in 2011, representing a CAGR of approximately 9.4%, and is expected to reach
RMB156.3 billion in 2020. The following chart illustrates the total revenue generated by the PRC higher
education industry from 2011 to 2015, and the forecast of revenue from 2016 to 2020:

Total Revenue of Private Higher Education Industry (China), 2011-2020E
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Student Enrolment in the PRC Private Higher Education Industry

Increasing wealth and greater demand for higher education and academic qualifications have contributed to the
growth of the PRC higher education sector. According to the Frost & Sullivan Report, total number of student
enrolment in the PRC private higher education increased from 5.1 million in 2011 to 6.1 million in 2015,
representing a CAGR of approximately 4.9%. It is expected that the total number of student enrolments in the
PRC private higher education will reach 8.7 million in 2020, according to the Frost & Sullivan Report. The
following chart illustrates the total number of student enrolments in the PRC higher education industry from
2011 to 2015, and the forecast from 2016 to 2020:

Total Number of Student Enrolments in Private Higher Education (China), 2011-2020E
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Based on the Frost & Sullivan Report, the penetration rate of PRC private higher education has increased from
20.4% in 2011 to 21.7% in 2015, and is expected to reach 27.2% in 2020. The increase indicates an increasing
number of students attending private universities or colleges. The following chart illustrates the penetration rate
of private higher education by number of student enrolments from 2011 to 2015, and the forecast from 2016 to
2020:

Penetration Rate of Private Higher Education by Number of Student Enrolments (China), 2011-2020E
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Market Drivers and Development Trends in the PRC Private Higher Education Industry

The development of the private higher education market in the PRC is driven primarily by (i) increasing
household wealth and demand for higher education in the PRC, (ii) growing market demands for more technical
talent in all areas; and (iii) increasing diversification and educational quality in the private higher education in the
PRC, according to the Frost & Sullivan Report.

The developmental trends of the private higher education industry in the PRC mainly include (i) increasing
number of private higher education institutions, (ii) differentiation and specialisation of the private junior
colleges and other education organisations that provides practical trainings, and (iii) capacity and qualification
upgrade of the PRC private higher education institutions, according to the Frost & Sullivan Report.

OVERVIEW OF PRC PRIVATE FUNDAMENTAL EDUCATION INDUSTRY

PRC fundamental education includes four stages of education, namely preschool education, primary school
education, middle school education and high school education. While public schools have traditionally played a
dominate role in the fundamental education industry, the private fundamental education is becoming an
important force in the Chinese fundamental education system based in part on growing support from the
government.

Market Size and Trends in the PRC Private Fundamental Education Industry

According to the Frost & Sullivan Report, the total revenue generated by the PRC private fundamental education
industry was RMB184.2 billion in 2015, compared to RMB99.2 billion in 2011, representing a CAGR of
approximately 16.7%. The rapid growth in total revenue of the PRC private fundamental education industry was
the result of the increased student enrolments in private schools which was primarily driven by Chinese parents’
increasing desire to send their children to private schools for better education. According to the Frost & Sullivan
Report, total revenue generated by the PRC private fundamental education industry is expected to reach
RMB325.5 billion in 2020.
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The following chart illustrates the total revenue generated by the PRC private fundamental education industry
from 2011 to 2015, and the forecast of revenue from 2016 to 2020:

Total Revenue of Private Fundamental Education Industry (China), 2011-2020E
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Student Enrolment in the PRC Private Fundamental Education Industry

According to the Frost & Sullivan Report, over the past years the number of students who have enrolled in
private schools offering fundamental education has experienced a stable growth. The total number of students
enrolled in PRC private schools offering fundamental education increased from 29.4 million in 2011 to 37.8
million in 2015, representing a CAGR of approximately 6.5%. The total number of students enrolled in private
schools is expected to increase to 48.0 million in 2020, at a CAGR of approximately 4.9%. The driving factors
underlying the expected future growth include favourable government policies, support for private schools and
increased demand for private school fundamental education from parents. The diagram below sets forth the
number of students enrolled in private fundamental education in China from 2011 to 2015, as well as a forecast
of student enrolment from 2016 to 2020:
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According to the Frost & Sullivan Report, the penetration rate of private schools in the overall PRC fundamental
education system, which represents the number of students enrolled in private schools as a percentage of the total
number of students enrolled in the schools in the PRC fundamental education system, increased from 14.1% in
2011 to 18.3% in 2015, indicating a higher preference for private schools over public schools among students.
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The penetration rate is expected to reach 21.3% in 2020. The diagram below sets forth the penetration rate of
private schools offering fundamental education in the PRC from 2011 to 2015, as well as a forecast of the
penetration rate from 2016 to 2020:

Penetration Rate of Private Schools in Fundamental Education by Number of Student
Enrolments (China), 2011-2020E
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Tuition and Miscellaneous Fees for Private Schools Offering Fundamental Education

According to the Frost & Sullivan Report, tuition and miscellaneous fees of private schools offering fundamental
education are usually higher than those of public schools offering fundamental education, primarily because
public schools rely on state funding to support their operations whereas private schools mostly rely on private
investment, tuition and miscellaneous fees. In 2015/2016 school year, the average annual tuition and
miscellaneous fees per student in private kindergartens, primary schools, middle schools and high schools in the
PRC were estimated to be approximately RMB3,235, RMB2,567, RMB3,289 and RMB7,719, respectively,
according to the Frost & Sullivan Report. According to the Frost and Sullivan Report, the average tuition fees,
including miscellaneous fees, per student for bachelor’s degree programme and junior college diploma
programme of the private universities in Henan Province were RMB10,840 and RMB7,060, respectively.
Further, premium private schools that offer more diversified curriculums and have better facilities normally
charge higher levels of tuition fees than this average.

OVERVIEW OF THE PRIVATE FUNDAMENTAL EDUCATION INDUSTRY IN CENTRAL CHINA

Central China, which includes Henan, Hubei and Hunan Provinces, had a total population of 221.2 million in
2015, which is expected to reach 224.6 million in 2020, according to the Frost & Sullivan Report. This densely
populated region of China is undergoing a rapid urbanisation process. From 2011 to 2015, the urban population
of Central China grew from 97.7 million to 112.2 million, at a CAGR of approximately 3.5%, which is higher
than that of the PRC generally, according to the Frost & Sullivan Report. In view of the local governments’ plan
for further urbanisation, it is estimated that the urban population of Central China will reach 133.6 million in
2020, which will drive the demand for education, according to the Frost & Sullivan Report.

In addition, in line with the stable growth in per capital disposable income of urban households and per capital
annual living expenditure of urban households in Central China, the per capita expenditure on education in
Central China grew from RMBS597 in 2011 to RMB1,038 in 2015, at a CAGR of approximately 14.8%,
according to the Frost & Sullivan Report. Frost & Sullivan estimates that the per capita annual living expenditure
on education in Central China will reach RMB1,456 in 2020, at a CAGR of approximately 7.0%, due to
increased family wealth and growing willingness of parents to spend on better education resources.
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Market Size of the Private Fundamental Education Industry in Central China

According to the Frost & Sullivan Report, the total revenue generated by the private fundamental education
industry in Central China was RMB28.9 billion in 2015, compared to RMB13.8 billion in 2011, representing a
CAGR of approximately 20.4%. This increase in total revenue was mainly driven by (i) rapid economic growth
in Central China and increased urbanisation; (ii) growing household income level and wealth, which allows
parents to increase their investment in their children’s education; (iii) increased social awareness of the benefits
of attending private schools and (iv) favourable regulatory and policy environment that has become conducive to
the development of the private fundamental education in Central China. In addition, the total revenue to be
generated by the private fundamental education industry in Central China is expected to reach RMB51.3 billion
in 2020, according to the Frost & Sullivan Report.

The following chart illustrates the total revenue generated by the private fundamental education industry in
Central China from 2011 to 2015, and the forecast of revenue from 2016 to 2020:

Total Revenue of Private Fundamental Education Industry (Central China), 2011-2020E
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Student Enrolment in the Private Fundamental Education Industry in Central China

According to the Frost & Sullivan Report, the total number of students enrolled in the private fundamental
education schools in Central China increased from 5.8 million in 2011 to 8.2 million in 2015, representing a
CAGR of approximately 9.1%, and is expected to reach 11.0 million in 2020. The growth in student enrolment
was mainly attributable to the growth of kindergarten student enrolment, which increased from 3.3 million in
2011 to 5.0 million in 2015, representing a CAGR of approximately 11.1%, mainly as a result of higher birth rate
in the region during the same period. The increase in student enrolment is also contributed by accelerated
economic development and increased urbanisation, which increased parents’ disposable income for investment in
private education for their children. The diagram below sets forth the number of students enrolled in private
fundamental education in Central China from 2011 to 2015, as well as a forecast of student enrolment expected
from 2016 to 2020.
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Total Number of Student Enrolments of Private Fundamental Education (Central China), 2011-2020E
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According to the Frost & Sullivan Report, the penetration rate of private schools in the overall fundamental
education system in Central China has increased over the past five years. Student enrolment in private schools
increased from 15.0% of total fundamental school enrolment in 2011 to 22.1% in 2015, indicating more students
have chosen to attend private schools rather than public ones. The penetration rate is expected to reach 27.0% in
2020, according to the Frost & Sullivan Report. Among the three provinces in Central China, Henan Province
had the highest penetration rate of 24.3% in 2015, primarily due to its largest school-age population and more
limited public education resources. The following diagram illustrates the penetration rate of private schools in the
private fundamental education industry in Central China in terms of student enrolment from 2011 to 2015, and a
forecast of penetration rates from 2016 to 2020.

Penetration Rate of Private Schools in Fundamental Education by Number of Student
Enrolments (Central China), 2011-2020E
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Drivers and Development Trends of the Private Fundamental Education Market in Central China

The development of the private fundamental education market in Central China is driven primarily by the strong
support from the PRC central government and local governments in the development of private education. Since
the promulgation of the National Medium-to-Long Term Educational Reform and Development Plan (2010-2020)
(5T R H B 2 AT EFT #IANZE (20104F-20204F)) in 2010, the Chinese government has issued a series of
policies and regulations to encourage and promote the development of private education. For example, the 12
Five-Year Plan for National Economic and Social Development (I ECAEERIFL £ 5 RET {7 F A BIATZ )
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issued by the National People’s Congress (i) encouraged the private capital to flow into the education business
and called for equal treatment to private schools and public schools, (ii) called for enhanced legal protection on
the development of private education, and (iii) advocated international cooperation between Chinese schools and
their foreign counterparts to further improve the internationalisation of the Chinese education industry.

In addition, the continuous growth of the school-age population in Central China as well as the limited public
education resources and the increased household income and greater demand for high quality education in
Central China are also the driving factors behind the development of the private fundamental education market in
Central China, according to the Frost & Sullivan Report.

The developmental trends of the private fundamental education industry in Central China mainly include (i) the
increased penetration of private fundamental education in Central China as a result of the increasing emphasis on
the well-rounded development of the children by their parents; (ii) strong demand for private education in Central
China due to the continuing growth of the school-age population; (iii) rise of more strong local brands and
increasing importance of school reputation in Central China as local brands are expected to rapidly develop and
undergo increasing consolidation; and (iv) differentiation and internationalisation of private fundamental
education in Central China.

OVERVIEW OF THE PRIVATE FUNDAMENTAL EDUCATION INDUSTRY IN HENAN PROVINCE

Henan Province has the largest registered population and generated the fifth largest GDP of RMB3.7 trillion
among all provinces in China, according to the Frost & Sullivan Report. Based on its large population base,
Henan has been one of the largest private fundamental education markets in China in terms of total student
enrolment. According to the Frost & Sullivan Report, the students enrolled in the private schools providing
fundamental education were approximately 4.7 million in 2015.

Market Size of the Private Fundamental Education Industry in Henan Province

According to the Frost & Sullivan Report, total revenue generated by the private fundamental education industry
in Henan Province was RMB15.7 billion in 2015, compared to RMB7.5 billion in 2011, representing a CAGR of
approximately 20.2%. This increase in total revenue was mainly driven by the rising tuition fees and growth of
student enrolments due to the insufficient public education resources in Henan Province. In addition, the total
revenue to be generated by the private fundamental education industry in Henan Province is expected to reach
RMB26.8 billion in 2020, according to the Frost & Sullivan Report.
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The following chart illustrates the total revenue generated by the private fundamental education industry in
Henan Province from 2011 to 2015, and the forecast of total revenue from 2016 to 2020:

Total Revenue of Private Fundamental Education Industry (Henan Province), 2011-2020E
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Student Enrolment in the Private Fundamental Education Industry in Henan Province

According to the Frost & Sullivan Report, the total number of students enrolled in the private fundamental
education in Henan Province increased from 3.2 million in 2011 to 4.7 million in 2015, representing a CAGR of
approximately 10.1%, and is expected to reach 6.4 million in 2020. The growth in student enrolment was mainly
attributable to the growth of preschool student enrolment, which increased from 1.5 million in 2011 to
2.5 million in 2015, representing a CAGR of approximately 13.7%. The stable increase in student enrolment is
also contributed by the large yet growing population base in Henan Province. The diagram below sets forth the
number of students enrolled in private fundamental education in Henan Province from 2011 to 2015, as well as a
forecast of student enrolment expected from 2016 to 2020.
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According to the Frost & Sullivan Report, the penetration rate of private schools in the overall fundamental
education system in Henan Province has increased over the past five years. Student enrolment in private schools
increased from 15.7% of total fundamental school enrolment in 2011 to 24.3% in 2015, indicating more students
have chosen to attend private schools rather than public schools. The penetration rate is expected to reach 28.8%
in 2020, according to the Frost & Sullivan Report. The following diagram illustrates the penetration rate of
private schools in the private fundamental education industry in Henan Province in terms of student enrolment
from 2011 to 2015, and a forecast of penetration rates from 2016 to 2020.

Penetration Rate of Private Schools in Fundamental Education by Number of Student Enrolments (Henan
Province), 2011-2020E
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COMPETITIVE LANDSCAPE
Competitive Landscape of the PRC Private Full-coverage Education Market

According to the Frost & Sullivan Report, the private education market in the PRC is highly fragmented.
Full-coverage education refers to education covering kindergarten to university. Very few market players are
able to provide full-coverage education services. With a total number of 48,220 students, we were the largest
market player in terms of student enrolment in the 2015/2016 school year among the players with full-coverage
education services in the PRC private education industry. The following table illustrates the ranking of the top
five market players with full-coverage private education services in 2015/2016 school year:

Student Enrolments of Leading Players with Full-Coverage Private Education Services (China),

2015/2016 School Year

Student Enrolments
Rank Market Players (Thousand Students)
1 Our Group 48.2
2 Company A 42.7
3 Company B 32.7
4 Company C 30.0
5 Company D 21.9

Source: Frost & Sullivan

Competitive Landscape of the Private Higher Education Industry in China

According to the Frost & Sullivan Report, China’s private formal higher education market is highly fragmented.
In 2015, the total number of private formal higher educational institutions reached 734, and the operations of
higher educational institutions are relatively less local market-based than fundamental education, because
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China’s Gaokao and admission system is a nationwide system whereby cross-region admission and enrolment is
a common practice.

According to the Frost & Sullivan Report, our University was the third largest private higher education
institution in China, in terms of student enrolment in 2015/2016 school year. The following table illustrates the
ranking and market share of the five largest private universities in China in 2015/2016 school year:

Student Enrolments of Leading Private Higher Education Institutions (China), 2015/2016 School Year

Student Enrolments

Rank Market Players (Thousand Students) Market Share
1 University/College 1 314 0.51%
2 University/College J 27.5 0.45%
3 Our University 25.1 0.41 %
4 University/College K 24.0 0.39%
5 University/College L 23.4 0.38%

Source: Frost & Sullivan

Competitive Landscape of the Private Fundamental Education Market in Central China

By the end of 2015, the top five market players in the private fundamental education market in Central China
together held 1.2% market share in terms of student enrolment. With a total number of 23,157 students enrolled
in the private fundamental education, we were the largest market player in terms of student enrolment in the
private fundamental education market in Central China in 2015, accounting for approximately 0.3% market
share. The following table illustrates the ranking of the top five market players in the private fundamental
education market in Central China in 2015/2016 school year:

Student Enrolments of Leading Players in Private Fundamental Education Market (Central China),

2015/2016 School Year
Student Enrolments
Rank  Market Players (Thousand Students) Market Share
1 Our Group 23.2 0.28%
2 Company E 22.6 0.28%
3 Company F 19.5 0.24%
4 Company G 16.8 0.21%
5 Company H 14.2 0.17%

Source: Frost & Sullivan

ENTRY BARRIERS FOR THE PRC PRIVATE EDUCATION INDUSTRY

According to the Frost & Sullivan Report, the PRC private education industry has fairly high entry barriers. In
particular, the high school market has relatively higher entry barriers, because students and parents place more
emphasis on the reputation and education quality of the high schools due to the imminent needs of applying for
universities. Therefore, full-coverage private education operators with reputable high schools will have more
competitive advantages in the full-coverage private education market, as students tend to enrol in the primary
schools operated by such operators at an early age to secure seats of the high schools within the same school
systems in the future. Specific entry barriers are set forth below:

. Approvals of the government: School operators of private schools in the PRC are required to obtain and
maintain a series of approvals, licences and permits issued by the relevant PRC governmental authorities.
There are laws and regulations issued by the central and local governments regulating various matters of
private school operations. The process to obtain approval is lengthy and complex, which becomes a natural
barrier for the industry, especially for new school operators. Companies with track records of running
private schools may therefore have advantages in applying for approvals for the government;
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Brand awareness and source of students: For private schools, brand awareness is critical because it is one
of the most important factors that parents and students consider when choosing schools. A private school
with a long operating history and well-established reputation is more attractive to parents and students than
new schools. Establishing brand awareness and reputation takes time and experience;

Qualified teachers: The quality of education hinges largely on the quality of the teachers. Due to the
demand for smaller class sizes and a general shortage of qualified and experienced teachers, school
operators who wish to expand their existing schools or establish new schools are faced with pressure to
attract and retain high-quality teachers. In addition, qualified teachers are usually more attracted to public
schools and well-established private schools;

Sufficient initial capital and long-term investment: The establishment of a school in the PRC requires a
large initial capital investment for the acquisition of the land use rights and the construction of a campus
and school facilities, as well as other related expenses. The establishment of a school also requires an on-
going long-term investment commitment in addition to the initial capital outlay. Thus, school operators’
ability to secure sufficient capital is critical; and

Availability of land and relevant facilities: The availability of land and relevant facilities remains a
challenge for new market entrants as a result of tight supply of available land in certain cities and regions
in the PRC and the rising rental costs. A sufficient area of land and adequate school facilities are basic
requirements to operate schools and have a direct impact on the class size and quality of education that
school operators can offer. Based on the foregoing, considerable time and resources are required for school
operators to establish new schools in a new location.
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HISTORY, REORGANISATION AND CORPORATE STRUCTURE

OVERVIEW

We established our first school, Zhengzhou YuHua Elite School, in 2001 under the name “the Affiliated High
School of Peking University, Henan Branch” pursuant to the PKU Cooperation Agreement. Our Founder, Mr. Li,
funded our first school with his own financial resources accumulated from operating a trading business. In 2005,
we expanded to offer primary and kindergarten education through the establishment of Zhengzhou YuHua Elite
Primary School and Zhengzhou YuHua Elite Bilingual Kindergarten. In 2009, we began offering higher
education through Wanfang College in cooperation with Henan Polytechnic University (77 # T K£2), which we
subsequently converted to Zhengzhou Technology and Business University in 2016. In 2014, we entered into the
PKU Termination Agreement to terminate the use of “the Affiliated High School of Peking University” brand
name in connection with the rebranding of our schools as “YuHua”. We operated one university and 24 private
schools for grades K-12 in 16 campuses as of the Latest Practicable Date. Approximately 48,220 students were
enrolled in our schools in the 2015/2016 school year.

KEY MILESTONES

Year Event

2001  Our first school, Zhengzhou YuHua Elite School, began operation under the name “the Affiliated High
School of Peking University, Henan Branch”

2005 Our first primary school and kindergarten, Zhengzhou YuHua Elite Primary School and Zhengzhou
YuHua Elite Bilingual Kindergarten, began operation

2009 We began offering higher education services as our university, Wanfang College, commenced operations
under our Group

2011 We expanded our operation outside Zhengzhou
2012  We began our centralised management of our “YuHua” brand name

2014 We entered into the PKU Termination Agreement to terminate the use of “the Affiliated High School of
Peking University” brand name®

2016 The MOE released approval for the conversion of the Zhengzhou Technology and Business University
from Wanfang College®

Notes:

(1) See the section headed “Business — Overview of our Schools — Prior Cooperation with the Affiliated High School of Peking
University” in this prospectus and the paragraph headed “— Prior Cooperation with the Affiliated High School of Peking
University” in this section for further details.

2) See the section headed “Business — Overview of our Schools — Prior Cooperation with Henan Polytechnic University” in this

prospectus and the paragraph headed “— Prior Cooperation with Henan Polytechnic University” in this section for further details.

OUR CONSOLIDATED AFFILIATED ENTITIES
Our PRC Holdcos

The following table sets out the details of our PRC Holdcos as of the Latest Practicable Date:

Company Establishment date  Registered capital Principal business activities

YuHua Investment Management 23 November 1993 RMBS50,000,000 Education investment
(universities)

Zhengzhou YuHua Education 9 April 2004 RMB50,000,000 Education investment (primary,

Investments middle and high schools)

Zhengzhou Zhongmei Education 21 July 2011 RMB50,000,000 Education investment

Investments (kindergartens)
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YuHua Investment Management

YuHua Investment Management was established as a limited liability company under the laws of the PRC under
the name “Hainan Yangpu Shuangxing International Trading Company Limited” (17 & ¥ %2 B HE 5 A
FRZ27]) and with an initial registered share capital of RMB5,000,000. YuHua Investment Management changed
its name to its current name on 19 February 2000, and was held as to 80% by Mr. Li and as to 20% by Ms. Liu
Chunhua (¥1%%#) (the spouse of Mr. Li) from 16 February 2000 to 12 June 2016. Ms. Liu Chunhua transferred
all her equity interests in YuHua Investment Management to Ms. Li for nil consideration on 12 June 2016. As of
the Latest Practicable Date, YuHua Investment Management held, and was the sponsor of, Zhengzhou
Technology and Business University.

Zhengzhou YuHua Education Investments

Zhengzhou YuHua Education Investments was established as a limited liability company under the laws of the
PRC by Mr. Li and Ms. Liu Chunhua with an initial registered share capital of RMB20,000,000. Ms. Liu
Chunhua transferred all her equity interests in Zhengzhou YuHua Education Investments for nil consideration on
19 April 2016. As of the Latest Practicable Date, Zhengzhou YuHua Education Investments held, and was the
sponsor of, 16 schools.

Zhengzhou Zhongmei Education Investments

Zhengzhou Zhongmei Education Investments was established as a limited liability company under the laws of the
PRC by Mr. Li, Ms. Li and Ms. Liu Chunhua with an initial registered share capital of RMB50,000,000. Ms. Liu
Chunhua transferred all her equity interests in Zhengzhou Zhongmei Education Investments for nil consideration
on 31 March 2016. As of the Latest Practicable Date, Zhengzhou Zhongmei Education Investments held, and was
the sponsor of, eight kindergartens.

Mr. Li, Ms. Li and Ms. Liu Chunhua have been acting in concert under the instruction of Mr. Li since the
establishment of the Group so that the PRC Holdcos have been throughout the Track Record Period and continue
to be under the ultimate control of Mr. Li. Since the incorporation of the PRC Holdcos, all shareholders’
resolutions of the PRC Holdcos have been passed unanimously. Such concert party arrangement was confirmed
by Mr. Li, Ms. Li and Ms. Liu Chunhua in writing on 18 August 2016.
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Our Schools

The date of commencement of operation and registered capital as of the Latest Practicable Date of each of our 25
schools are shown below:

Commencement
date of Registered capital as of the Latest

Campus operation® Practicable Date
University
Zhengzhou Technology and Business University® ....... September 2009 RMB 100,000,000
High School
Zhengzhou YuHua Elite School ................... ... September 2001 RMB20,000,000
Jiaozuo YuHua Elite School . ............ ... ... ...... September 2011 RMB10,000,000
Luohe YuHua Elite School . ........ .. ... ............ September 20163 RMB10,000,000
Middle School
Zhengzhou YuHua Elite School ................... ... September 2001 RMB20,000,000
XingyangYuHua Shengshi Elite School ................ September 2011 RMB1,000,000
Jiaozuo YuHua Elite School . ............ ... ... ...... September 2011 RMB10,000,000
Kaifeng YuHua Elite School ................. ... .. ... September 2012 RMB3,000,000
Luohe YuHua Elite School . ......... ... .. ........... September 2013 RMB10,000,000
Xuchang YuHua Elite School .................. ... ... September 2014 RMB3,000,000
Jiyuan YuHua Elite School .......................... September 2014 RMB1,000,000
Primary School
Zhengzhou YuHua Elite Primary School ............... September 2005 RMB10,000,000
Jiaozuo YuHua Elite School .............. ... ... ..... September 2011 RMB10,000,000
Kaifeng YuHua Elite School ................. ... .. ... September 2012 RMB3,000,000
Luohe YuHua Elite School . ........ .. ... ............ September 2013 RMB10,000,000
Xuchang YuHua Elite School ..................... ... September 2014 RMB3,000,000
Jiyuan YuHua Elite School ......... ... .. ... .. .... September 2014 RMB1,000,000
Kindergarten
Zhengzhou YuHua Elite Bilingual Kindergarten ......... September 2005 RMBS5,000,000
Xingyang YuHua Elite Kindergarten .................. September 2011 RMB1,000,000
Xinxiang Weibin District YuHua Elite Kindergarten . . . . .. September 2011 RMB1,000,000
Hebi Qibin District YuHua Elite Bilingual Kindergarten ... September 2011 RMB1,000,000
Jiaozuo Urbanisation Pilot Zone YuHua Elite

Kindergarten ............ .. .. .. i September 2011 RMB1,000,000
Luohe YuHua Elite Bilingual Kindergarten ............. September 2013 RMB1,000,000
Xuchang Weidu District YuHua Elite Bilingual

Kindergarten ............ .. .. .. i September 2014 RMB1,000,000
Jiyuan YuHua Elite Bilingual Kindergarten ............. September 2014 RMB1,000,000
Notes:
(1) The date of commencement of operation refers to the date on which the university or school began classes.
2) Zhengzhou Technology and Business University was formerly known as Wanfang College. The date of commencement of operation

of Zhengzhou Technology and Business University refers to the date of commencement of operation of Wanfang College.
3) As of 31 August 2016, the high school of Luohe YuHua Elite School had not commenced its operation. Its operation commenced in
September 2016.

PRIOR COOPERATION WITH THE AFFILIATED HIGH SCHOOL OF PEKING UNIVERSITY

Before completion of the unification of the branding of our schools under “YuHua” in the second quarter of
2016, we marketed and operated certain schools of ours under the brand name “the Affiliated High School of
Peking University” pursuant to the PKU Cooperation Agreement which was entered into in 2001. As a step to
rebrand these schools as “YuHua” which is our own brand name that has been put into use since September
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2015, we entered into the PKU Termination Agreement to terminate the use of “the Affiliated High School of
Peking University” brand name. We have obtained the relevant approvals from the local education authorities for
the change of names of the relevant schools and are in the process of obtaining the requisite updated certificates
and permits with the new names. Our PRC Legal Adviser has advised that there is no legal impediment for us to
obtaining these certificates and permits. See the section headed “Business — Overview of our Schools — Prior
Cooperation with the Affiliated High School of Peking University” in this prospectus for further details of our
prior cooperation with the Affiliated High School of Peking University.

PRIOR COOPERATION WITH HENAN POLYTECHNIC UNIVERSITY

On 22 April 2008, YuHua Investment Management entered into the HPU Cooperation Agreement with Henan
Polytechnic University, an Independent Third Party. Pursuant to the HPU Cooperation Agreement, YuHua
Investment Management established Wanfang College (since renamed Zhengzhou Technology and Business
University) on its new, stand alone campus in Zhengzhou, Henan province in 2009.

Since its inception, Zhengzhou Technology and Business University has operated on a stand-alone basis on its
own distinct campus, and has been accounted for as a separate business entity to Henan Polytechnic University.
On 18 July 2015, YuHua Investment Management entered into the HPU Termination Agreement with Henan
Polytechnic University to terminate the HPU Cooperation Agreement and its cooperation with Henan
Polytechnic University, following which Zhengzhou Technology and Business University ceased to have any
affiliation with Henan Polytechnic University whatsoever.

According to the Opinions of Ministry of Education to Establishment of Ordinary Tertiary Schools of Eleventh
Five-year ((BE EBIR “+— 7 W@ w55 22 TARRIEE L)) | the conversion of an independent college
into a private higher education institution shall conform with the procedure for establishing a higher education
institution. The Higher Education Law of the PRC and Interim Provisions on Establishment of Ordinary
Undergraduate Schools (CE#AFHEEA R &1 THLE )) sets out the procedure for the establishment of an ordinary
undergraduate school, which Zhengzhou Technology and Business University has followed in its conversion
process. As required by the procedure, the board of directors of Wanfang College filed an application for
conversion into a private higher education institution (i.e. Zhengzhou Technology and Business University) with
the Henan Provincial Government and the MOE, and the MOE has released such approval to the Henan
Provincial Government. Zhengzhou Technology and Business University is in the process of obtaining the new
Permit for Operating a Private School (FHFE:IHFEE #F 1] #8) and Registration Certificate of a Privately Run Non-
Enterprise Institution (R##IF&2EHA & 5L7). As advised by our PRC Legal Adviser, there is currently no legal
impediment for Zhengzhou Technology and Business University to obtaining these permits, and, in the
meantime, we remain permitted to operate Zhengzhou Technology and Business University in all respects.

CORPORATE REORGANISATION

In preparation for the Global Offering and in order to streamline our corporate structure, we undertook the
following reorganisation (the “Reorganisation”):

1. Incorporation of Offshore Group Companies
Our Company

Our Company was incorporated as an exempted company with limited liability in the Cayman Islands on
25 April 2016 with an authorised share capital of US$50,000 divided into 50,000 shares with par value of
US$1.00 each.

On the same day, GuangYu Investment acquired one share from the incorporator at par value. Our Company then
issued and allotted an additional 7,999 shares at par value to GuangYu Investment and an aggregate of
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2,000 shares at par value to five companies which held the shares for GuangYu Investment as nominees. On
7 July 2016, to terminate the nominee arrangement, the five companies transferred their respective interests in the
issued share capital of the Company to GuangYu Investment at par value. Upon completion of these transfers,
GuangYu Investment owned all of the issued share capital of our Company.

On 7 September 2016, the authorised share capital of our Company was increased by HK$500,000 divided into
50,000,000,000 Shares. On the same day, our Company allotted and issued 2,250,000,000 Shares to GuangYu
Investment for a subscription price of HK$22,500. Immediately following the allotment and issue of the
2,250,000,000 Shares, our Company repurchased 10,000 shares of par value US$1.00 each from GuangYu
Investment at an aggregate consideration of HK$22,500 which was paid out of the proceeds of the aforesaid
subscription. Immediately following the repurchase, the authorised share capital of our Company was reduced by
the cancellation of 50,000 shares of par value of US$1.00 each and became HK$500,000 divided into
50,000,000,000 Shares.

BVI YuHua

BVI YuHua was incorporated as a limited liability company under the laws of the BVI on 28 April 2016 with an
authorised share capital of US$50,000 divided into 50,000 shares with par value of US$1.00 each. On the same
day, one share of BVI YuHua was issued and allotted to our Company at par value.

HongKong Yuhua

HongKong Yuhua was incorporated as a limited liability company under the laws of Hong Kong on 12 May 2016
with a share capital of HK$1,000 divided into 1,000 shares of HK$1.00 each. BVI YuHua was the sole founding
member and the holder of 1,000 shares.

2. Reorganisation within our Consolidated Affiliated Entities

Between March 2016 to June 2016, we undertook the following reorganisation within our consolidated affiliated
entities so as to streamline our corporate structure.

The following chart shows the Group structure immediately before the reorganisation within our consolidated
affiliated entities:

Mr. Li Ms. Li Ms. Liu Chunhua
(Note 1) (Note 1) (Note 1)

I |
v A4

YuHua Investment Management Zhengzhou YuHua Education Investments ZhengZhOIiritts)ilnglreT;;ls Education
(PRC) (PRC) (PRC)
| ¢ 100% ¢ 100%
100% 100% . . Jiaozuo Urbanisation Pilot Zone YuHua
v o v o Zhengzhou YuHua Elite Primary School Elite Kindergarten
Zhengzhou i istri i
Zhengzhou . . Xuchang Weidu District YuHua Elite
Techno!ogy and VuHua Elite Jiaozuo YuHua Elite School Bilingual Kindergarten
Business School
University Luohe YuHua Elite School Xingyang YuHua Elite Kindergarten

Xinxiang Weibin District YuHua Elite
Kindergarten

Hebi Qibin District YuHua Elite Bilingual

| Kaifeng YuHua Elite School
¢100%  $100%

Xi YuHua Shengshi Elite School
Xuchang Jiyuan ingyang YuHua Shengshi Elite Schoo Kindergarten
YuHua || YuHua Zhengzhou YuHua Elite Bilingual Luohe YuHua Elite Bilingual
Elite Elite Kindergarten Kindergarten
School School Jiyuan YuHua Elite Bilingual

Kindergarten
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Note:

(1) Immediately prior to the Reorganisation, YuHua Investment Management was owned by Mr. Li as to 80% and Ms. Liu Chunhua as
to 20%, Zhengzhou YuHua Education Investments was owned by Mr. Li as to 36%, Ms. Li as to 60% and Ms. Liu Chunhua as to
4%, and Zhengzhou Zhongmei Education Investments was owned by Mr. Li as to 60%, Ms. Li as to 20% and Ms. Liu Chunhua as to
20%.

Transfers of equity interests in our PRC Holdcos

Since the establishment of our first school, all three PRC Holdcos have been under the control of Mr. Li, Ms. Li
(the daughter of Mr. Li) and Ms. Liu Chunhua (the spouse of Mr. Li). In preparation for the Global Offering, Ms.
Liu Chunhua transferred all her equity interests in our PRC Holdcos to Ms. Li for nil consideration. The
following table sets out the shareholding structure of all three PRC Holdcos before and after the equity transfers:

Equity interests before Equity interests after Completion date of
Company transfer transfer transfer
YuHua Investment Mr. Li 80% Mr. Li 80% 12 June 2016
Management Ms. Liu Chunhua 20% Ms. Li 20%
Zhengzhou YuHua Mr. Li 36% Mr. Li 36% 19 April 2016
Education Investments Ms. Li 60% Ms. Li 64%

Ms. Liu Chunhua 4%

Zhengzhou Zhongmei Mr. Li 60% Mr. Li 60% 31 March 2016
Education Investments Ms. Li 20% Ms. Li 40%

Ms. Liu Chunhua 20%

Transfers of schools between our PRC Holdcos
The following were key steps of the transfers of our schools:

(6)) The transfer of Xuchang YuHua Elite School from Zhengzhou YuHua Elite School to Zhengzhou YuHua
Education Investments was completed on 10 March 2016 for nil consideration.

(i1) The transfer of Jiyuan YuHua Elite School from Zhengzhou YuHua Elite School to Zhengzhou YuHua
Education Investments was completed on 10 March 2016 for nil consideration.

(iii))  The transfer of Zhengzhou YuHua Elite School from YuHua Investment Management to Zhengzhou
YuHua Education Investments was completed on 4 May 2016 for nil consideration.

(iv)  The transfer of Zhengzhou YuHua Elite Bilingual Kindergarten from Zhengzhou YuHua Education
Investments to Zhengzhou Zhongmei Education Investments was completed on 7 June 2016 for nil
consideration.

According to the Law for Promoting Private Education of the PRC (Amended in 2013) ({rhi#E ARILA
RIFAH D) (20134E1£7T)), the sponsor of a private school shall initiate the change of sponsor of a private
school and obtain approval from the relevant competent education authority. Following the examination and
approval by the competent education authority, the private school shall file and register the change of the sponsor
with the Ministry of Civil Affairs of the PRC (the “MCA”) or its local counterparts where the private school is
registered as a privately run non-enterprise institution (F#¥IF23E%(7). As advised by our PRC Legal Adviser,
the transfers of equity interests in our PRC Holdcos, transfers of schools and change of sponsors of the schools
transferred as set out above have been duly effected in accordance with all applicable laws and regulations in the
PRC.
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The following chart shows the structure of our consolidated affiliated entities immediately after the transfers set
out above:

Mr. Li Ms. Li
(Note 1) (Note 1)
| I
v y
YuHua Investment Management Zhengzhou YuHua Education Investments Zhengzhou Zhongmei Education
Investments
(PRC) (PRC) (PRC)
¥ 100% ¥ 100% y 100%
Zhengzhou Techpology and Business Zhengzhou YuHua Elite School Zhengzhou \"uHua Elite Bilingual
University Kindergarten
Xuchang YuHua Elite School Jiaozuo Urbanisation Pilot Zone YuHua

Elite Kindergarten

Xuchang Weidu District YuHua Elite
Bilingual Kindergarten

Jiyuan YuHua Elite School

Zhengzhou YuHua Elite Primary School Xingyang YuHua Elite Kindergarten

Xinxiang Weibin District YuHua Elite
Kindergarten
Hebi Qibin District YuHua Elite Bilingual
Kindergarten
Luohe YuHua Elite Bilingual
Kindergarten

Jiaozuo YuHua Elite School

Luohe YuHua Elite School

Kaifeng YuHua Elite School

Jiyuan YuHua Elite Bilingual

Xingyang YuHua Shengshi Elite School Kindergarten

Note:

(1) YuHua Investment Management is owned by Mr. Li as to 80% and Ms. Li as to 20%. Zhengzhou YuHua Education Investments is
owned by Mr. Li as to 36% and Ms. Li as to 64%. Zhengzhou Zhongmei Education Investments is owned by Mr. Li as to 60% and
Ms. Li as to 40%.

3. Establishment of WFOE

On 22 July 2016, WFOE was established in the PRC as a wholly-foreign owned enterprise with a registered
capital of US$500,000, which was wholly-owned by HongKong Yuhua.

4. Entry into of the Contractual Arrangements

On 7 September 2016, WFOE and other parties entered into various agreements which constitute the Contractual
Arrangements with our PRC Holdcos, under which all economic benefits arising from the business of our
consolidated affiliated entities are transferred to WFOE to the extent permitted under the PRC laws and
regulations by means of services fees payable by our PRC Holdcos to WFOE. See the section headed
“Contractual Arrangements” in this prospectus for further details of the Contractual Arrangements.
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CORPORATE STRUCTURE

Corporate structure after the Reorganisation and before the Global Offering

The following chart depicts the shareholding and beneficial ownership structure of our Group immediately
following the Reorganisation and prior to the completion of the Global Offering:

Mr. Li
(Note I)

+ 100%

GuangYu Investment
(BVI)

} 100%

Company
(Cayman)

v 100%

BVI YuHua
(BVI)

¥ 100%

HongKong Yuhua
(HK)

-————"

Onshore

Henan Hantang
(PRC) (Note 3)

-

I (Note 2)

* (Note 2)

I (Note 2)

YuHua Investment Management
(PRC)

Zhengzhou YuHua Education Investments
(PRC)

Zhengzhou Zhongmei Education
Investments
(PRC)

v 100%

v 100%

v 100%

Zhengzhou Technology and Business
University

Zhengzhou YuHua Elite School

Zhengzhou YuHua Elite Bilingual
Kindergarten

<4— Direct ownership

<4- - » Contractual Arrangements.
See the section headed
"Contractual Arrangements
in this prospectus for

"

Xuchang YuHua Elite School

Jiaozuo Urbanisation Pilot Zone YuHua
Elite Kindergarten

Jiyuan YuHua Elite School

Xuchang Weidu District YuHua Elite
Bilingual Kindergarten

Zhengzhou YuHua Elite Primary School

Xingyang YuHua Elite Kindergarten

Jiaozuo YuHua Elite School

Xinxiang Weibin District YuHua Elite

Kindergarten
Luohe YuHua Elite School Hebi Qibin Dlstr.lct YuHua Elite Bilingual
Kindergarten
Kaifeng YuHua Elite School Luohe YuHua Elite Bilingual
Kindergarten

Xingyang YuHua Shengshi Elite School

Jiyuan YuHua Elite Bilingual
Kindergarten

Mr. Li, as settlor, controls GuangYu Investment through a trust established for the benefit of, among others, Mr. Li, Ms. Li and other

YuHua Investment Management is owned by Mr. Li as to 80% and Ms. Li as to 20%. Zhengzhou YuHua Education Investments is

owned by Mr. Li as to 36% and Ms. Li as to 64%. Zhengzhou Zhongmei Education Investments is owned by Mr. Li as to 60% and
Ms. Li as to 40%. To consolidate our control of our consolidated affiliated entities, we entered into the Contractual Arrangements
with Mr. Li, Ms. Li and our PRC Holdcos. See the section headed “Contractual Arrangements” in this prospectus for further details.

further details.
Notes:
(6]
beneficiaries as nominated by Mr. Li from time to time.
(@)
3) Henan Hantang was established on 8 August 2016.
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Corporate structure immediately following the Global Offering

The following chart depicts the shareholding and beneficial ownership structure of our Group immediately
following the completion of the Global Offering, assuming that the Over-allotment Option and the options
granted under the Pre-IPO Share Option Scheme are not exercised and no Shares are awarded under the Share
Award Scheme:

Mr. Li
(Note 1)

*100%

GuangYu Investment
(BVI) Public Shareholders

I 75% 25%

v

Company
(Cayman)

v 100%

BVI YuHua
(BVI)

v 100%

HongKong Yuhua
(HK) 100%

\4 \ 4 Onshore

WFOE Henan Hantang
I_ —_—— — — (PRC) — — — — — 'I (PRC) (Note 3)

I (Note 2) * (Note 2) I (Note 2)

YuHua Investment Management Zhengzhou YuHua Education Investments ZhengZhOl;nZV};Z?flzsls Education

(PRC) (PRC) (PRC)
v 100% vy 100% v 100%
Zhengzhou YuHua Elite Bilingual
Kindergarten

Zhengzhou Technology and Business

. - Zhengzhou YuHua Elite School
University

Jiaozuo Urbanisation Pilot Zone YuHua
Elite Kindergarten
Xuchang Weidu District YuHua Elite
Bilingual Kindergarten

Xuchang YuHua Elite School

Jiyuan YuHua Elite School

Zhengzhou YuHua Elite Primary School Xingyang YuHua Elite Kindergarten

. . Xinxiang Weibin District YuHua Elite
Jiaozuo YuHua Elite School

. . Kindergart
<4— Direct ownership TN t{nf;g; enEl. = :
«- - » Contractual Arrangements. Luohe YuHua Elite School ebi Qibin Dis rict Yutlua Ehte Bilingual
. Kindergarten
See the section headed Toote Y olon Blite Bilinewal
uohe YuHua Elite Bilingua
"Contractual Arrangements" Kaifeng YuHua Elite School - ¢
in thi tus f Kindergarten
1n this prospectus for - —
. . R Jiyuan YuHua Elite Bilingual
further details. Xingyang YuHua Shengshi Elite School Kindergarten
Notes:
(1) Mr. Li, as settlor, controls GuangYu Investment through a trust established for the benefit of, among others, Mr. Li, Ms. Li and other
beneficiaries as nominated by Mr. Li from time to time.
(2) YuHua Investment Management is owned by Mr. Li as to 80% and Ms. Li as to 20%. Zhengzhou YuHua Education Investments is

owned by Mr. Li as to 36% and Ms. Li as to 64%. Zhengzhou Zhongmei Education Investments is owned by Mr. Li as to 60% and

Ms. Li as to 40%. To consolidate our control of our consolidated affiliated entities, we entered into the Contractual Arrangements

with Mr. Li, Ms. Li and our PRC Holdcos. See the section headed “Contractual Arrangements” in this prospectus for further details.
3) Henan Hantang was established on 8 August 2016.
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SAFE REGISTRATION

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 (Bl 5 A&
RO RRIR 192 7] B4 SRR BCE SN BT I ) 4@ R, “Circular 377), 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 (EINE—Z L ABCEEIZIE/MNEE HECEIESR, “Circular 137),
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. Li completed the registration under Circular 13 and Circular 37 on
24 June 2016.
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OVERVIEW

We were the largest provider of private education from kindergarten to university in China by student enrolments
in the 2015/2016 school year, according to the Frost & Sullivan Report. We had 48,220 students enrolled at our
schools for the 2015/2016 school year, giving us a market share of approximately 0.11% in the fragmented PRC
private education industry according to the Frost & Sullivan Report. Our University, Zhengzhou Technology and
Business University, had 25,063 students enrolled in the 2015/2016 school year, while our 24 “YuHua” branded
private schools for K-12 on 16 campuses had an aggregate of 23,157 students enrolled in the same school year.
With our significant scale and extensive experience in the private education industry, we believe we are well-
placed to benefit from growth and consolidation within the fragmented private education industry.

All of our schools are located in Henan Province, a province that has the largest registered population and
generated the fifth largest GDP of RMB3.7 trillion among all provinces in China in 2015, according to the Frost
& Sullivan Report. The favourable demographics of Henan Province have facilitated the growth of our school
network from our inception in 2001 with a single high school to one University and 24 K-12 schools across nine
cities with 48,220 students in the 2015/2016 school year. We intend to continue to strengthen our leading
position in Henan Province as well as to selectively expand to the surrounding regions of Henan Province. We
believe our advanced and established management system has supported our previous business expansion and,
together with the growing recognition of our “YuHua” brand, will continue to help us successfully replicate our
operating model in new markets.

Our University education and K-12 education are designed to serve different target groups and achieve distinct
learning outcomes. Our University offers comprehensive tertiary level education aimed at equipping our students
with the practical knowledge and skills to prosper in their careers. Our University has established a strong
reputation and achieved the fastest growth among the five largest private higher education institutions in terms of
student enrolment in the PRC over its seven years of development. According to the Frost & Sullivan Report, our
University had the third highest student enrolments in the 2015/2016 school year among private higher education
institutions in China. In February 2016, our University ranked second in terms of overall strength in the
Independent College category of the PRC university rankings published by the China University Alumni
Association. Our University’s Initial Employment Rate was 91.3%, 91.0% and 83.3% in 2013, 2014 and 2015,
respectively. In contrast, the Initial Employment Rate of colleges and universities in China as a whole was
77.4%, 77.5% and 77.7% in 2013, 2014 and 2015, respectively, according to the Frost & Sullivan Report. We
attribute our high employment rate to our strong focus on career services, the high quality of our curriculum that
adapts to changes in industry demands and our close collaboration with prospective employers.

Our K-12 schools provide education from kindergarten to high school, allowing us to attract students at an early
age and create a stable and sustainable student pipeline. We emphasise the well-rounded development of our
students and have structured our curriculum to ensure the high quality of our education and inspire and encourage
our students to explore their individual interests. Our K-12 schools are also committed to maximising our
students’ opportunities to enter top-tier universities in China and reputable colleges and universities abroad. For
example, for the Gaokao administered in 2014, 2015 and 2016, approximately 17.7%, 11.4% and 14.2% of our
participating high school students were admitted into Tier One Universities in China, respectively, including
Peking University, Tsinghua University and Fudan University, among others. This compares to approximately
8.1%, 8.2% and 9.1%, respectively, of the graduating high school students of Henan Province admitted to first
tier universities (which include all Tier One Universities) in China for the same period, according to the Frost &
Sullivan Report. Since our inception in 2001, our high schools have had a total of 12 students who achieved the
highest score at the provincial or municipal level in the Gaokao, more than any other private school operator in
Henan Province. Those students were recognised as Zhuangyuan (IK7T), which is known as the highest academic
achievement in the Gaokao. We believe our students’ accomplishments are viewed as a strong endorsement of
our teaching quality and have greatly enhanced our reputation. Our high school graduates have also previously
been admitted to well-recognised colleges and universities overseas, including the University of California,
Berkeley, the University of Nottingham and the University of Sydney.
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We have experienced significant growth in our student enrolments, revenue, gross profit and Adjusted Net Profit
over the Track Record Period. Our overall student enrolment grew from 35,431 for the 2013/2014 school year to
48,220 for the 2015/2016 school year. Our revenue increased from RMBS599.3 million for the year ended
31 August 2014 to RMB697.7 million for the year ended 31 August 2015, and further to RMB781.3 million for
the year ended 31 August 2016. Our gross profit increased from RMB266.8 million for the year ended 31 August
2014 to RMB318.3 million for the year ended 31 August 2015, and further to RMB406.2 million for the year
ended 31 August 2016. Our profit for the year decreased from RMB207.8 million for the year ended 31 August
2014 to RMBY1.2 million for the year ended 31 August 2015, and then increased to RMB311.7 million for the
year ended 31 August 2016. Our Adjusted Net Profit increased from RMB207.8 million for the year ended
31 August 2014 to RMB245.1 million for the year ended 31 August 2015, and further to RMB322.1 million for
the year ended 31 August 2016. For discussions of Adjusted Net Profit, see the section headed “Financial
Information — Non-IFRS Measure” in this prospectus.

OUR COMPETITIVE STRENGTHS

We believe the following competitive strengths contribute to our success and differentiate us from our
competitors:

We are the largest provider of private education from kindergarten to university in China

We were the largest private school operator of kindergarten to university education in China in terms of student
enrolments in the 2015/2016 school year, according to the Frost & Sullivan Report. We launched our first school
in Zhengzhou, Henan Province in 2001. Since then, we have rapidly developed a large student base through the
expansion of our school network in Henan Province, which has the highest student enrolments among all
provinces in China. We operate one university and 24 K-12 schools in 16 campuses across nine cities that
enrolled a total of 48,220 students in the 2015/2016 school year. We believe our significant scale and extensive
experience in operating private schools to a high standard, together with the trust that we have gained from
students, parents and teachers, position us well to further enhance our brand awareness, increase our market share
in existing markets and enter new markets with strong demand for high-quality education.

Our University ranked third among private higher education institutions in China in terms of student enrolments
in the 2015/2016 school year, according to the Frost & Sullivan Report. Over the past seven years of
development, our University has achieved the fastest growth among the five largest private higher education
institutions in terms of student enrolments in the PRC. Since commencing operations in the 2009/2010 school
year, our University has grown its student enrolments to 25,063 in the 2015/2016 school year, representing an
average annual growth of approximately 3,580 students which is higher than the average annual growth in
student enrolments of 300 students per private university/college in China from the 2008/2009 school year to the
2015/2016 school year, according to the Frost & Sullivan Report.

Our K-12 schools cover the full range of private fundamental education from kindergarten to high school,
allowing us to attract students at an early age and maintain a stable student pipeline. We estimate that the
percentage of students graduating from our kindergartens who continued to attend our primary schools, from our
primary schools to attend our middle schools, and from our middle schools to attend our high schools ranged
approximately from 85% to 95% (as calculated based on only schools located on the same or adjacent campuses)
during the Track Record Period. We were the largest private K-12 school operator in Central China in terms of
student enrolments in the 2015/2016 school year according to the Frost & Sullivan Report. Our K-12 schools
experienced significant growth in student enrolments during the Track Record Period, growing from 15,863 in
the 2013/2014 school year to 23,157 in the 2015/2016 school year.
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As an education group providing kindergarten through university education, we are able to accommodate the
educational needs of students of different grade levels. We believe the comprehensiveness of our school system
enhances our reputation and the attractiveness of our schools and is essential for the maintenance of our market
position and overall competitiveness. In addition, the economies of scale garnered through our large and still
growing school network, together with our centralised management system, have lowered the average
administrative costs of our schools. Our enhanced reputation in and beyond the region as well as the reduced
marginal administrative costs of new schools would, in turn, expedite our school network expansion.

Our outstanding reputation underpins our high business visibility, providing a strong platform for our
business growth

We believe the visibility of our business’s growth hinges largely on our ability to continuously attract students to
our schools at the premium fees we charge, which in turn is built on our outstanding reputation and brand. During
the Track Record Period, the number of admission applications consistently exceeded the number of seats we
offered in our schools, which reflects our strong reputation as a provider of high-quality private education. For
example, for the 2015/2016 school year, the admission rate for our Zhengzhou YuHua Elite School (high school),
Zhengzhou YuHua Elite School (middle school), Zhengzhou YuHua Elite Primary School (primary school) and
Zhengzhou YuHua Elite Bilingual Kindergarten (kindergarten) was 20.0%, 23.0%, 30.0% and 35.0%,
respectively. Our University had a utilisation rate of 83.5% for the 2015/2016 school year, which demonstrates
strong demand for places at our University. Our Grade 1-12 coverage provides us with the ability to attract
students at an early age and retain them within our school system as they progress through their education. Our
six primary schools, with total enrolments of 7,241 students for the 2015/2016 school year, forms the basis for
our Grade 1-12 school pipeline. Our eight kindergartens recorded an average utilisation rate of 76.6% for the
2015/2016 school year despite two of them having newly opened in the 2014/2015 school year. We believe our
experienced and dedicated teachers as well as essential-qualities-oriented schooling principle in each of our K-12
schools and our University, combined with our leading position in the private education market, allow us to
attract and maintain a large student base.

We believe that the excellence of our education services is manifested by our ability to charge higher tuition than
public schools and most private schools. For the 2015/2016 school year, the listed tuition fees charged for
bachelor’s degree programmes and junior college diploma programmes of our University were RMB13,100 ~
RMB15,100 and RMBS,900, respectively, which was generally higher than the average tuition level of private
universities in Henan Province. According to the Frost and Sullivan Report, the average tuition fees, including
miscellaneous fees, per student for bachelor’s degree programmes and junior college diploma programmes of
private universities in Henan Province were RMB 10,840 and RMB7,060, respectively. According to the Frost &
Sullivan Report, the annual average tuition fees, including miscellaneous fees, in private high schools, middle
schools, primary schools and kindergartens in China were estimated to be RMB7,719, RMB3,289, RMB2,567
and RMB3,235, respectively, in the 2015/2016 school year, while the listed tuition fees, including boarding fees
if any, of our high schools, middle schools, primary schools and kindergartens were RMB19,500~RMB33,500,
RMB12,000~RMB33,500, RMB14,000~RMB34,000 and RMB16,000~RMB32,500, respectively, in the
2015/2016 school year.

Our reputation for providing high-quality education is commensurate with the premium fees we charge. Our
ability to attract and retain students through our school system — and be able to charge our tuition fee
corresponding to the great education services we offer to our students — provides us with high visibility
regarding future enrolments, revenues and cash flows, which in turn serves as a platform for our planned future
growth.

The courses and curriculum we offer cater to the educational needs of both our University and K-12
students and students’ families

The quality of education that we provide and the outcomes we achieve for our students are critical to our success.
We have structured our curriculum to ensure the high quality of our education and inspire and encourage our
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students to explore their individual interests. Due to the different nature, target groups and educational
philosophies, the curriculums of our University and K-12 schools have distinct structures, subjects, intended
learning outcomes and learning and teaching methods.

As a private higher education institution, in order to compete more effectively with other public higher education
institutions, our University emphasises the practical application of knowledge so that students stand out in the job
market upon graduation and thrive in their careers. We offer approximately 850 public courses, basic courses,
specialised courses and elective courses, with many courses and programmes specifically tailored to cater
towards current and foreseeable job market trends. For example, we own a simulated aircraft cabin to provide
practical training to students enrolled in the in-flight service major of the art department of our University. The
focus of our University on tailoring courses to the demands of the workforce has been effective and is reflected
in the higher Initial Employment Rate of our graduates in comparison with those university graduates in China as
a whole in 2013, 2014 and 2015, according to the Frost & Sullivan Report. We believe the evolving and practical
courses offered by our University benefit the career development of our graduates, thus enhancing our potential
University enrolments nationwide.

Our K-12 schools focus on providing high-quality education services to a sizable and expanding addressable
market, encompassing families in the growing middle and upper-middle classes, who have enhanced awareness
of the importance of education and are able to afford high-quality education. The quality of the K-12 education
we provide is reflected in the outstanding achievements of our students. For the Gaokao administered in 2014,
2015 and 2016, approximately 17.7%, 11.4% and 14.2% of our participating high school students were admitted
to Tier One Universities in China, including several students who were accepted into Peking University,
Tsinghua University and Fudan University. This compares to approximately 8.1%, 8.2% and 9.1%, respectively,
of the graduating high school students of Henan Province admitted to first tier universities (which include all Tier
One Universities) in China for the same periods according to the Frost & Sullivan Report. Since 2001, 12
students of our high schools achieved the highest score at the provincial or municipal level in the Gaokao and
been recognised as Zhuangyuan (IR7T), which is known as the highest academic achievement in the Gaokao.
Academic achievements of our high school students are also well recognised by respected overseas colleges and
universities with several of our students admitted to various well-recognised overseas colleges and universities,
including, among others, the University of Toronto, the University of Nottingham and the University of Sydney,
during the Track Record Period.

In addition to the mandatory K-12 courses, our K-12 school curriculum is distinguished by its diverse elective
courses designed to foster well-rounded personalities and nourish the individual talents of our students. Our
elective courses include a variety of art courses, such as acting and performance, broadcasting and hosting, film
directing and folk dance, as well as international courses such as English, Japanese and Korean language and
culture courses. The success of our elective courses has resulted in 152, 169 and 150 of our high school graduates
being accepted into art or physical education schools or art or physical education majors of reputable PRC
universities in the Gaokao administrated in 2014, 2015 and 2016. Our international course portfolio is designed
to create a global mindset for our students and help them achieve sustainable success against the backdrop of
globalisation. We believe our dynamic and multifaceted educational philosophy and essential-qualities-oriented
schooling differentiate us from public schools, which predominantly focus on preparing students for standardised
tests. These features of our education are particularly attractive to the rising number of middle- and upper-
middle- class families in China who pay more attention to the well-rounded development of their children.

Our centralised management system, unique corporate culture and effective management skills enable us
to successfully replicate our highly scalable business model in new markets

Since our inception, we have been committed to adopting modern enterprise management systems to efficiently
manage our schools. As our school network has expanded significantly over the past decade, we believe our
commitment to centralised and standardised management is even more essential to the success of our business.
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The core aspects of our schools’ operations, such as finance, marketing, human resources, procurement, assets,
outsourcing services and student enrolments, are managed centrally by our Group. Although each of our schools
is managed on a day-to-day basis by a principal assisted by several vice principals, we provide detailed policies
and guidelines to assist with the management of daily operations and teaching activities of our schools. Our
principals are required to report to our senior management on a weekly basis, providing our senior management
with direct access to the information critical to our day-to-day operations. We have also fostered a corporate
DNA of collaboration, accountability and efficiency and created a family-like business culture and a sense of
connection and belonging within our Group, which has been successfully instilled into the ethos of our
headquarters management and each of our schools and helped us maintain a low teacher turnover rate during the
Track Record Period. Our core ethos is also instilled in each new school we have opened through our talent
reserve programme, which involves a dedicated group of experienced teachers and administrative staff from
within our existing schools who are partnered with, and work alongside, newly recruited teachers and other staff
in the lead-up to the opening of a new school and for a period thereafter. We believe our centralised management
and unique corporate culture help us efficiently allocate resources among our schools, 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 the extensive experience in the private education industry accumulated in the early years of our operations,
we integrated our University smoothly into our school network after we established Wanfang College, the
predecessor of our University, in 2009. Leveraging our centralised management systems and standardised
management guidelines, our University has achieved average annual growth in student enrolments of
approximately 3,580 over each of the past seven years, which is higher than the industry average of
approximately 300 students per year, according to the Frost & Sullivan Report. With the support of our talent
reserve programme, we grew our K-12 school network from 17 schools as of 31 August 2014 to 24 schools as of
31 August 2016. We believe our advanced and established management system, unique corporate culture and
effective management skills have supported our previous business expansion and will continue to help us
successfully replicate our operating model in new markets.

We have an experienced management team with 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 mindset and skills. Our Founder and chairman, Mr. Li, established our first
school in Zhengzhou in 2001 and has since led the expansion of our school network from a single high school
into one university and 24 K-12 schools. Our executive Director and chief executive officer, Ms. Li, joined our
Group in 2009. Both Mr. Li and Ms. Li have extensive knowledge and experience in managing private schools
and a deep understanding of the PRC private education industry.

The commitment and achievements of our chairman and chief executive officer in the development of the private
education sector in China and our business lie beneath our success, which, in turn, has earned them significant
recognition. Mr. Li serves as a representative of the National People’s Congress of the PRC (& A RAERKE),
the vice chairman of the Chinese Association for Non-Government Education (1B A E ) and has been
awarded the title of National Model Worker (%5 Ei##). Ms. Li serves as a representative of the Zhengzhou
Municipal People’s Congress (¥ ARMEKE), a member of the National Committee of the All-China
Youth Federation (H#E2BH 455 ®) and a representative of the National Representative Conference of
Communist Youth League of China ('3t F 2B LR ).

We also have a team of seasoned senior and mid-level management, including principals, head teachers,
managers and department directors, many of whom have been in the education industry for years and have
substantial experience in school management. The vast majority of our senior and mid-level management 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 strive to provide our employees opportunities to grow with
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our Company, as we believe they can gain a deep understanding of our business, culture and value and will be
equipped with an ownership mentality through such a process.

OUR BUSINESS STRATEGIES

We aspire to become a pre-eminent leader in private education in China, applying the time-tested expertise we
have garnered to provide a growing number of students with the knowledge, skills, values and opportunities to
prosper in their lives. We also aspire to maintain and strengthen our position as the largest education group
offering kindergarten to university private education in China. To achieve this goal, we plan to pursue the
following business strategies:

Strategically expand our school network within Henan Province and into other attractive markets

Our strategically located schools, together with our teaching staff, are the core assets of our operations. We
intend to further expand our school network to enhance our geographic coverage, increase student enrolments
and bolster our business growth.

With respect to geography

We intend to build or acquire additional schools in Henan Province to further capitalise on the opportunities that
its large and growing middle class provides. We believe our deep understanding of the Henan private education
market, proximity of our existing operations, close relationships with local governments, teachers and families
and position as market leader are highly favourable to our continued successful expansion in Henan Province.
We intend to focus on the cities within Henan Province that we do not currently have a presence. Depending on
the target city’s economic conditions, population and competitive landscape, we may either acquire existing
schools and upgrade their facilities to meet our standards or build new schools. We also intend to expand our
school network into other developed regions of China with attractive market opportunities through establishing
our own new schools or selective acquisitions. To the extent possible, we plan to prioritise our expansion to the
surrounding regions of Henan Province due to the proximity to our existing markets.

With respect to school type

We plan to add new universities primarily through acquisitions. Given our extensive operational experience in
private university management, we intend to acquire suitable private universities and put them on a path of rapid
development with our effective management skills. We intend to continue to identify and assess potential targets
meeting the following criteria: (i) no less than 10,000 enrolled students; (ii) located in our preferred regions; and
(ii1) with a preference towards medical schools or normal schools (FH#EE2BE). As of the Latest Practicable Date,
we had not identified any specific acquisition target. We may also consider building new universities by
partnering with renowned foreign universities. See the strategy headed in this section “— Establish cooperation
with renowned foreign education institutions and expand our international course offerings”.

With respect to K-12 schools, we plan to add more high schools on vacant land within our existing school
campuses in the next three years to meet the needs of graduating students at our middle schools to stay in our
“YuHua” school system. Specifically, we plan to establish a high school in each of our Xuchang YuHua Elite
School campus, Kaifeng YuHua Elite School campus and Jiyuan YuHua Elite School campus each with a
planned capacity of approximately 3,000 students. As of 31 August 2016, we had seven middle schools with a
total capacity of 17,800 students but only three high schools with a total capacity of 7,900 students. By increasing
our high school capacity, we will be able to retain more graduates of our middle schools to pursue further
education within our school system. While all the three planned new high schools will be located in our existing
campuses, the existing teaching buildings in these campuses have extra capacity to accommodate the students to
be enrolled in these new high schools. We plan to invest up to an aggregate of approximately RMB36.0 million
to construct certain additional student dormitories and other ancillary teaching facilities in these three new high
schools.
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The table below sets forth the details of the buildings expected to be constructed for our new high schools and the
associated costs:

Type of
Campus Building/Facility Number Capacity Cost
Student Dormitory 1 Approximately 2,000 Approximately
students RMB10.0 million
Xuchang Yuhua Elite School
Campus Ancillary teaching Depending on N/A Approximately
facilities the needs of RMB2.0 million
teaching
activities
Total Approximately
RMB12.0 million
Student Dormitory 1 Approximately 2,000 Approximately
Kaifeng Yuhua Elite School students RMB10.0 million
Campus Ancillary teaching Depending on N/A Approximately
facilities the needs of RMB2.0 million
teaching
activities
Total Approximately
RMB12.0 million
Student Dormitory 1 Approximately 2,000 Approximately
Jiyuan Yuhua Elite School students RMB10.0 million
Campus Ancillary teaching Depending on N/A Approximately
facilities the needs of RMB2.0 million
teaching
activities
Total Approximately
RMB12.0 million
Total cost Approximately
RMB36.0 million

We expect the payback time of these three new high schools to be generally in line with that of our existing
schools, which was around five to seven years. We expect the construction of our new high schools to be funded
by the proceeds of the Global Offering. See the section headed “Future Plans and Use of Proceeds” for more
information. As a result, we expect to incur higher capital expenditures over the construction period and our
depreciation costs are expected to increase. We may experience a short term decrease in our gross margin due to
our expansion, but with our student enrolment in our new schools ramping up, we expect our gross margin to
return to a level consistent with that was achieved during the Track Record Period.

In the longer term, we plan to selectively transition from our current model of generally owning all the premises
that our schools occupy, to an asset-light model of expanding our K-12 school network primarily through
cooperating with third party partners. By taking this approach, we believe we will be able to reduce capital outlay
in establishing new schools while generating higher returns on capital. We expect our potential third party
partners including, among others, local governments, property developers and other public and private school
owners, to provide land use rights to the campus sites and build necessary school facilities that meet our
standards, while we will operate and manage the new schools and provide teachers. We will collect the tuition
fees from the students enrolled in the new schools and pay rent to our potential third party partners for the use of
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campus site and relevant buildings by the new schools. We believe we will be able to expedite our expansion
process and increase our revenue with the asset-light model. We expect such rent as a percentage of our total cost
of revenue to increase as a result of our gradual adoption of the asset-light model.

We may also consider building or acquiring certain K-12 schools in desirable locations. We will take into
consideration the following criteria when identifying acquisition targets: (i) general economic conditions of the
city in which a target school is located; (ii) demand for private education in the city and its neighbouring areas;
(iii) level of government support in promoting private education; (iv) valuation of the target school; and
(v) growth potential of the target school. As of the Latest Practicable Date, we had not identified any specific
acquisition target or entered into any definitive agreement with any third party.

Further increase the capacity and utilisation rate of our existing schools

A portion of the land underlying our campuses is unused, which provides us with the scope to build more
dormitories, teaching buildings and other necessary facilities to accommodate additional students that we intend
to enrol in the future and drive further growth in our revenue. In addition, certain schools of ours have been
established only recently and have not reached their full capacity. We intend to increase their utilisation rate by
recruiting more students, which will not materially increase fixed costs, resulting in lower per student costs and
improved margins.

With respect to the universities, we intend to increase the capacity of our University by expanding our campus
and aim to increase student enrolment to improve the utilisation rate of our University. In particular, we plan to
construct additional buildings on our existing University campus. In view of the additional school facilities to be
developed in line with our campus development plan, we expect the capacity of our University to continue to
grow. The admission quota for universities for each school year is approved by the relevant education regulatory
authorities. We may apply for an additional annual admission quota in the future, taking into account various
factors, including, among others, the demand for places in our University, the capacity of our University and our
operating efficiency. With respect to K-12 schools, we intend to focus on increasing the capacity of our existing
K-12 schools by constructing additional school facilities on the unused land in response to the increasing number
of applications for admission to our K-12 schools.

Continue to upgrade the quality of education, enhance our reputation and brand, optimise our pricing and
improve our profitability

Our student enrolment has, to date, been driven primarily by word-of-mouth referrals. Therefore the quality of
our education and image of our brand are crucial to our business growth. We intend to continue to enhance our
ability to provide premium quality education and promote our “YuHua” brand name.

We expect graduates of our University to be not only academically prepared but also equipped with essential
practical skills. We plan to achieve this by offering more practical training and workshops to our students and
launching more internship programmes by reaching out to and collaborating with more potential employers.

We also plan to further diversify our course offerings in our K-12 schools and develop more individualised
elective courses to meet each student’s interest and characteristics. We plan to form a curriculum development
committee consisting of principals, experienced teachers, student representatives, parent representatives and
outside education experts to advise us on school-based elective course development. We plan to introduce a
variety of new courses while consistently seeking to improve the quality of our existing courses. In particular, we
plan to enhance our competitive advantage in art course offerings by introducing advanced art courses taught by
experienced art teachers and part time professionals with extensive knowledge and experience in art related
industries.
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Historically, except during the initial stage of our operations, we carried out limited marketing efforts to promote
our schools because the demand for places in our schools remained strong. However, while we execute our
strategy of entering new markets, we plan to enhance our marketing and branding efforts to increase the
awareness of our “YuHua” brand. In addition to traditional advertisements on TV and newspaper, we plan to
enhance our utilisation of new and targeted marketing techniques, such as Weibo, WeChat and online advertising
to target potential students and their parents.

We believe one of the most significant factors affecting our profitability is our tuition level. Given our leading
position in our existing markets, our outstanding reputation, our premium education quality and the strong
demand for our services, we believe we will be able to optimise our pricing while maintaining a stable student
pipeline. We plan to continue to adjust our tuition level in the future based on the inflation level, expectation of
students and parents, staff cost, pricing strategy of competitors, market research and analysis.

Continue to improve the quality of our management and teachers and upgrade the teaching methods

We believe our experienced and dedicated teachers and management are critical to our ability to deliver high-
quality education services consistently. We intend to attract and retain qualified teachers by offering competitive
employee benefits package, better career advancement opportunities and continuous training programmes. In
addition to maintaining competitive compensation levels, we adopted our Pre-IPO Share Option Scheme and
Share Award Scheme to reward and incentivise key teachers and management members. We plan to further
improve our performance review and promotion system to prepare our teachers and other staff for career
progression and continuously improve their performances. We believe these measures may help us further lower
our teacher turnover rate.

We intend to continue to encourage our teachers to explore new teaching methods and approaches, such as active
and collaborative learning and blended learning of in-class and online experiences. We plan to offer additional
training programmes to our teachers, which will primarily focus on: (i) professional ethics, (ii) teaching
techniques, (iii) course subject matters, and (iv) education theories and philosophies. We plan to upgrade our
teaching facilities and incorporate more high-tech teaching equipment and tools. We plan to enforce stringent
teacher selection criteria to recruit teachers familiar with modern teaching techniques and with international
exposure.

Establish cooperation with renowned foreign education institutions and expand our international course
offerings

China has become a focus of growth for international branch campuses of leading foreign universities in recent
years. We believe this trend of building a presence in China through foreign universities offers a unique and
valuable opportunity to us. We plan to explore the possibility of establishing a new university by partnering with
a top tier foreign university that is willing to open an international campus in China. By building and managing
an international campus of a leading foreign university, we believe we will be able to substantially enhance our
brand image and recruit quality students from all over the world. The internationalisation of our Group and our
schools will greatly improve our education quality and grow our business.

To accommodate the growing demand from our students for international exposure and to promote the
internationalisation of our education services, we intend to broaden our international course offerings and offer
overseas exchange programmes with partnered foreign education institutions. We plan to offer advanced English
elective courses taught by experienced foreign teachers as a supplement to our mandatory English courses, to
expose our students to western literature and culture. We also plan to set up a foreign education counselling
office to provide guidance and counselling to those students who are interested in applying to foreign high
schools and colleges. We plan to partner up with more leading foreign high schools and universities around the
world to create additional student exchange programmes for our students to experience different learning
environments and cultures.
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OUR EDUCATIONAL PHILOSOPHY

Our fundamental educational objectives are to foster modern talent with leadership and lifelong learning
capabilities and nurture great minds to contribute to the future development of the Chinese nation
(HEEEAA SR B FEB RN BARIE AT B EE RGN FEREEER I E”). As an educational service
provider, we believe we are entrusted to nurture the future of our society, and we aim to provide our educational
services in a manner consistent with the values and attitudes in which we believe. The curriculums for our
University and K-12 schools not only accommodate the eagerness of our students to achieve academic
excellence, but also emphasise well-rounded development.

OVERVIEW OF OUR SCHOOLS

As of 31 August 2016, we had 25 schools, including one university and 24 K-12 schools, through which we offer
private education with comprehensive educational programmes. In response to the strong demand for high-
quality education in Henan Province, we proactively expanded our school network during the Track Record
Period. The following table sets forth the numbers of our schools as of the dates indicated:

As of 31 August

2014 2015 2016
UNIVETSIEY .« vttt ettt et e e e e e e e e e e e 1 1 1
Grade 1-12 schools . . ... i 11 16)  16@
Kindergartens . . . .. ..ot e 6 8 8
Total . ... e 18 25 25
Notes:
(1) Includes the Affiliated High School of Peking University, Henan Branch, Gongyi Campus, which we operated from September 2014

to August 2015. It was sold to an Independent Third Party pursuant to a transfer agreement we entered into in August 2015, which
became effective in September 2015.

2) Includes the high school on Luohe YuHua Elite School campus, which had been established but was not yet put into operation as of
31 August 2016. It commenced operation in September 2016.
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The following map sets forth the geographical location of our schools as of 31 August 2016 and the number of
schools in each location:
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All of our schools are located in Henan Province, China. The table below sets forth the campus, name and
commencement date of operation of each of our schools and the cities where they are located as of 31 August 2016:

Commencement

Campus® date of operation Location
University
Zhengzhou Technology and Business University (¥ T.hi5%pz) September 2009 Zhengzhou
High School
Zhengzhou YuHua Elite School (31 53 FEREAL) September 2001 Zhengzhou
Jiaozuo YuHua Elite School (ffET FEHEE LK) September 2011 Jiaozuo
Luohe YuHua Elite School (BT FEEE ) September 20163 Luohe
Middle School®
Zhengzhou YuHua Elite School (¥ 3# g5 %) September 2001 Zhengzhou
Xingyang YuHua Shengshi Elite School (583 # A #5524 1%) September 2011 Xingyang
Jiaozuo YuHua Elite School (FfFT 3 H5REAL) September 2011 Jiaozuo
Kaifeng YuHua Elite School (i 7 # #5554 4%) September 2012 Kaifeng
Luohe YuHua Elite School (i 53 5 5 2 4) September 2013 Luohe
Xuchang YuHua Elite School (7F5& T E#EL) September 2014 Xuchang
Jiyuan YuHua Elite School (¥R i 33 T EBE) September 2014 Jiyuan
Primary School
Zhengzhou YuHua Elite Primary School (%1 i =% #{ 5/ V) September 2005 Zhengzhou
Jiaozuo YuHua Elite School (|fE FEHEE LK) September 2011 Jiaozuo
Kaifeng YuHua Elite School (B#H 1 Tz £ 4z) September 2012 Kaifeng
Luohe YuHua Elite School (BT FHEE ) September 2013 Luohe
Xuchang YuHua Elite School (#8& T HE ) September 2014 Xuchang
Jiyuan YuHua Elite School (FiR i3 # f5iE) September 2014 Jiyuan
Kindergarten
Zhengzhou YuHua Elite Bilingual Kindergarten (¥ i 53 75 35 4) i ) September 2005 Zhengzhou
Xingyang YuHua Elite Kindergarten (%8s i3 # £ 554)) 5 k) September 2011 Xingyang
Xinxiang Weibin District YuHua Elite Kindergarten September 2011 Xinxiang
T T 78388 I 7 1 L B ) S )
Hebi Qibin District YuHua Elite Bilingual Kindergarten September 2011 Hebi
(e B TS I T 2 T B S 40 S )
Jiaozuo Urbanisation Pilot Zone YuHua Elite Kindergarten September 2011 Jiaozuo
(H A T SR — AL 8 o 2 T B 4D S )
Luohe YuHua Elite Bilingual Kindergarten (¥ i 3 55 ¥ 754} 5 k) September 2013 Luohe
Xuchang Weidu District YuHua Elite Bilingual Kindergarten September 2014 Xuchang
(FF B T B i 3 3 T 5 8 R 4 L )
Jiyuan YuHua Elite Bilingual Kindergarten (35 iy =3 T 53 & i 4 5 ) September 2014 Jiyuan

Notes:

€]

(@)
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Before we completed the unification of the branding of our schools under “YuHua (3°%%)” in the second quarter of 2016, we had
operated certain schools of ours under the brand name “the Affiliated High School of Peking University” (LR E2HE HEL). For
more information, see the paragraph headed “— Prior Cooperation with the Affiliated High School of Peking University” in this
section.

We established Wanfang College, the predecessor of our University, in 2009 pursuant to the HPU Cooperation Agreement entered
with Henan Polytechnic University. Our University commenced schooling in September 2009. In July 2015, we ceased to cooperate
with Henan Polytechnic University, following which our University ceased to have any affiliation with Henan Polytechnic
University. For more information of the history of our University and its predecessor, see the section headed ‘“History,
Reorganisation and Corporate Structure — Prior Cooperation with Henan Polytechnic University” in this prospectus and the
paragraph headed “— Prior Cooperation with Henan Polytechnic University” in this section.

As of 31 August 2016, the high school in Luohe YuHua Elite School campus had not been put into operation. It commenced
operation in September 2016.

From September 2014 to August 2015, we operated the Affiliated High School of Peking University, Henan Branch, Gongyi
Campus in Gongyi, Henan Province. We sold the Affiliated High School of Peking University, Henan Branch, Gongyi Campus to an
Independent Third Party pursuant to a transfer agreement we entered into in August 2015, which became effective in September
2015. As of 31 August 2016, we did not have any interest in the Affiliated High School of Peking University, Henan Branch,
Gongyi Campus.
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Student Enrolment

For the 2015/2016 school year, we had an aggregate of 48,220 students enrolled in our schools, including 25,063
students at our University and 23,157 students at our K-12 schools. For the 2013/2014, 2014/2015 and 2015/2016
school years, almost all of the students enrolled in our University, high schools and middle schools are boarding
students as we require all the students enrolled in those schools to reside in school dormitories, except a very
limited number of students who chose to live off-campus upon our approval on a case-by-case basis. For the
2013/2014, 2014/2015 and 2015/2016 school years, the boarding students who reside in our school dormitories
accounted for approximately 72%, 70% and 68% of the students enrolled in our primary schools and
approximately 20%, 16% and 11% of the students enrolled in our kindergartens, respectively. The following
table sets forth information relating to the student enrolment for each of our schools for the school years
indicated:

Student Enrolment for the School Year®

School 2013/2014*  2014/2015*  2015/2016*
University

Zhengzhou Technology and Business University . .................. 19,568 23,692 25,063
Subtotal (University) .. .. ...t 19,568 23,692 25,063
High Schools

Zhengzhou YuHua Elite School ........ ... .. ... .. .. ... ...... 3,380 3,451 3,541
Jiaozuo YuHua Elite School ....... ... ... ... .. ... .. .. ... 938 1,376 1,753
Luohe YuHua Elite School® ... ... ... ... .. . . .. .. . .. ... — — —
Subtotal (High Schools) ........ ... ... .. .. . i 4,318 4,827 5,294
Middle Schools

Zhengzhou YuHua Elite School ......... ... ... ... ... ... .. ... 1,726 1,663 1,398
Xingyang YuHua Shengshi Elite School ......... ... .. ... ... ..., 1,669 2,159 1,974
Jiaozuo YuHua Elite School . ........ ... ... ... . . ... . . . 1,486 1,239 1,250
Kaifeng YuHua Elite School .......... .. .. .. ... .. .. ... ...... 404 758 1,161
Luohe YuHua Elite School ........ ... .. .. .. . . ... . ... ... 338 745 975
Xuchang YuHua Elite School .......... .. ... .. ... ... ... .. ... — 408 842
Jiyuan YuHua Elite School ....... ... ... ... ... . .. ... — 162 265
The Affiliated High School of Peking University, Henan Branch,

Gongyi Campus® ... .. — 117 —
Subtotal (Middle Schools) .. ........ . 5,623 7,251 7,865
Primary Schools
Zhengzhou YuHua Elite Primary School ......................... 2,286 2,244 2,358
Jiaozuo YuHua Elite School . ......... ... ... ... . . ... . . .. 955 881 1,031
Kaifeng YuHua Elite School ........ ... .. .. . .. .. ... ... ... 514 738 1,292
Luohe YuHua Elite School .. ...... ... .. . . . . . . . .. 252 682 1,018
Xuchang YuHua Elite School ......... ... ... ... . ... ... .. ... — 510 1,108
Jiyuan YuHua Elite School ......... ... .. .. ... .. . .. .. ... — 358 434
Subtotal (Primary Schools) .......... ... .. .. i 4,007 5,413 7,241
Kindergartens
Zhengzhou YuHua Elite Bilingual Kindergarten ................... 814 811 853
Xingyang YuHua Elite Kindergarten ............................ 232 231 235
Xinxiang Weibin District YuHua Elite Kindergarten .. .............. 255 291 310
Hebi Qibin District YuHua Elite Bilingual Kindergarten . ............ 293 301 306
Jiaozuo Urbanisation Pilot Zone YuHua Elite Kindergarten .......... 276 338 356
Luohe YuHua Elite Bilingual Kindergarten ....................... 45 159 246
Xuchang Weidu District YuHua Elite Bilingual Kindergarten . . ... .. .. — 140 317
Jiyuan YuHua Elite Bilingual Kindergarten ....................... — 125 134
Subtotal (Kindergartens) .. ........ ...t 1,915 2,396 2,757
Total . ... ... .. . 35,431 43,579 48,220
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Notes:
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(@)
3

Except as specified otherwise in this prospectus, we use 31 August 2014, 31 August 2015 and 31 August 2016 to present our
business operating data for the 2013/2014 school year, 2014/2015 school year and 2015/2016 school year, respectively.

The student enrolment information during the Track Record Period is based on the official records of the relevant PRC education
authority and the internal records of our schools.

As of 31 August 2016, the high school of Luohe YuHua Elite School had not been put into operation. It commenced operation in
September 2016.

From September 2014 to September 2015, we operated the Affiliated High School of Peking University, Henan Branch, Gongyi
Campus in Gongyi, Henan Province. We sold the Affiliated High School of Peking University, Henan Branch, Gongyi Campus to an
Independent Third Party pursuant to a transfer agreement we entered into in August 2015, which became effective in September
2015.
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Capacity and Utilisation

For the 2013/2014, 2014/2015 and 2015/2016 school years, our schools had a total capacity to accommodate
approximately 55,300, 62,550 and 71,200 students, respectively and the corresponding utilisation rate of all of
our schools as a whole was approximately 64.1%, 69.7 and 67.7%. The following table sets forth information
relating to the capacity and utilisation rate of each of our schools for the 2013/2014, 2014/2015 and 2015/2016

school years:

Capacity for Students for the

School Utilisation Rate for the

Commencement School Year® School Year®
date of

School operation" 2013/2014 2014/2015 2015/2016 2013/2014 2014/2015 2015/2016
University
Zhengzhou Technology and Business University ........ September 2009® 27,000 27,000 30,000 72.5% 87.7%  83.5%
Subtotal (University) ..............c.oeuuiuiennnnan. 27,000 27,000 30,000 72.5% 87.7%  83.5%
High School
Zhengzhou YuHua Elite School ..................... September 2001 4,000 4,000 4,000 84.5% 86.3%  88.5%
Jiaozuo YuHua Elite School ........................ September 2011 1,900 1,900 1,900 49.4% 72.4%  92.3%
Luohe Yuhua Elite School® ........................ September 2016 — — 2,000 — — —
Subtotal (High School) . ......... ... ... ... ..... 5,900 5,900 7,900 73.2% 81.8%  67.0%
Middle School
Zhengzhou YuHua Elite School ..................... September 2001 1,700 1,700 1,700 101.5% 97.8% 82.2%
Xingyang YuHua Shengshi Elite School . .............. September 2011 4,800 4,800 4,800 34.8% 45.0%  41.1%
Jiaozuo YuHua Elite School ........................ September 2011 1,600 1,600 1,600 92.9% 77.4% 78.1%
Kaifeng YuHua Elite School ........................ September 2012 2,250 2,250 3,000 18.0% 33.7% 38.7%
Luohe YuHua Elite School ......................... September 2013 2,000 2,000 2,000 16.9% 37.3% 48.8%
Xuchang YuHua Elite School ....................... September 2014 — 1,900 2,800 — 21.5% 30.1%
Jiyuan YuHua Elite School ......................... September 2014 — 1,900 1,900 — 8.5% 13.9%
The Affiliated High School of Peking University, Henan

Branch, Gongyi Campus© . ....................... September 2014 — 400 — — 29.3% —
Subtotal (Middle School) ....................... . ... 12,350 16,150 17,800 45.5% 449%  442%
Primary School
Zhengzhou YuHua Elite Primary School . .............. September 2005 2,700 2,700 2,700 84.7% 83.1%  87.3%
Jiaozuo YuHua Elite School ........................ September 2011 1,500 1,500 1,500 63.7% 58.7%  68.7%
Kaifeng YuHua Elite School ........................ September 2012 1,200 1,200 2,200 42.8% 61.5% 58.7%
Luohe YuHua Elite School ......................... September 2013 2,000 2,000 2,000 12.6% 56.8%  50.9%
Xuchang YuHua Elite School ....................... September 2014 — 1,200 2,200 — 42.5%  50.4%
Jiyuan YuHua Elite School ......................... September 2014 — 1,300 1,300 — 27.5%  33.4%
Subtotal (Primary School) .......................... 7,400 9,900 11,900 54.1% 547%  60.8%
Kindergarten
Zhengzhou YuHua Elite Bilingual Kindergarten . . .. ... .. September 2005 900 900 900 90.4% 90.1%  94.8%
Xingyang YuHua Elite Kindergarten . ................. September 2011 250 250 250 92.8% 924%  94.0%
Xinxiang Weibin District YuHua Elite Kindergarten . . ... September 2011 350 350 350 72.9% 83.1%  88.6%
Hebi Qibin District YuHua Elite Bilingual Kindergarten .. September 2011 350 350 350 83.7% 86.0%  87.4%
Jiaozuo Urbanisation Pilot Zone YuHua Elite

Kindergarten . ....... ...t September 2011 400 400 400 69.0% 84.5% 89.0%
Luohe YuHua Elite Bilingual Kindergarten ............ September 2013 400 400 400 11.3% 39.8%  61.5%
Xuchang Weidu District YuHua Elite Bilingual

Kindergarten . .......... .. ..ot September 2014 — 500 500 — 28.0%  63.4%
Jiyuan YuHua Elite Bilingual Kindergarten ............ September 2014 — 450 450 — 278%  29.8%
Subtotal (Kindergarten) ............. ... ...coooiu... 2,650 3,600 3,600 72.3% 66.6%  76.6%
Total ........ ... ... ... ... . .. .. . . i oL 55,300 62,550 71,200 64.1% 69.7%  61.7%
Total for developed schools”) . ...................... 47,000 50,050 60,050 72.1% 80.3% 75.1%
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Notes:
(1) The date of commencement of operation refers to the date on which the university or school began classes.
2) All of our University, high schools, middle schools and primary schools are boarding schools. Our kindergartens generally enrol day

students. As such, the capacity for student enrolment at our University, high schools, middle schools and primary schools is
estimated based on the approximate number of students that the dormitories were designed to accommodate according to our
dormitory building floor plan. For our kindergartens, the capacity for student enrolment is estimated based on the approximate
number of beds used for naps in the kindergartens.

3) School utilisation rate equals the student enrolments divided by the school capacity. During the initial stages of operation for newly
established schools we may not offer all of the student places that a school is designed to accommodate to ensure that the school is
operated fully in accordance with our principles and standards and has sufficient teacher and other support, but will strategically
increase the number of places offered in future school years as the operations mature. The school utilisation rate of our Zhengzhou
YuHua Elite School for the 2013/2014 school year exceeded 100% primarily due to the fact that a limited number of our students at
such school were commuter students who did not live on campus and therefore did not occupy any beds in the dormitories.

“) Zhengzhou Technology and Business University was formerly known as Wanfang College. The date of commencement of operation
of Zhengzhou Technology and Business University refers to the date of commencement of operation of Wanfang College.

5) As of 31 August 2016, the high school of Luohe Yuhua Elite School had a student capacity of 2,000 but had yet to be put into
operation. It commenced operation in September 2016.

(6) From September 2014 to September 2015, we operated the Affiliated High School of Peking University, Henan Branch, Gongyi
Campus in Gongyi, Henan Province. We sold the Affiliated High School of Peking University, Henan Branch, Gongyi Campus to an
Independent Third Party pursuant to a transfer agreement that we entered into in August 2015, which became effective in September
2015.

7 For the 2013/2014, 2014/2015 and 2015/2016 school year, the developed schools refer to those schools which commenced
operations in or before 2011/2012, 2012/2013 and 2013/2014 school year, respectively.

Prior Cooperation with Henan Polytechnic University

Leveraging our experience in the private education industry accumulated in the early years of our operations, we
entered the private higher education market in September 2009 by partnering with Henan Polytechnic University
to establish Wanfang College, the predecessor of our University. Pursuant to the HPU Cooperation Agreement
entered into with Henan Polytechnic University, we developed our University’s Zhengzhou campus, which is a
stand-alone campus in a different location to Henan Polytechnic University, and we were obligated to pay an
annual fee that equals 18% of the total tuition fees collected from students enrolled in bachelor’s degree
programmes of our University in each school year since the 2013/2014 school year.

With our outstanding reputation and centralised management system, we successfully grew the number of
students enrolled in our University to 23,692 for the 2014/2015 school year. As our University had established a
well-regarded reputation for providing high quality education and recorded continuous revenue growth, we
believed we could further improve the profitability of our University by positioning it as a stand-alone tertiary
education provider and ceasing our cooperation with Henan Polytechnic University. In July 2015, we entered into
the HPU Termination Agreement with Henan Polytechnic University to termination our cooperation. Pursuant to
the HPU Termination Agreement, we made payments of an aggregate of RMB232.0 million to Henan
Polytechnic University consisting of annual fees and a one-off termination fee, and our obligation to pay a future
annual fee that equals 18% of the total tuition fees collected from students enrolled in bachelor’s degree
programmes of our University to Henan Polytechnic University in each school year ceased. After the termination
of our cooperation with Henan Polytechnic University, we are able to capture the margins of our University that
we previously ceded to Henan Polytechnic University and we believe the gross margin improvement resulted
therefrom will benefit our Group and our Shareholders as a whole in the long run. The business operations of our
University, such as employees, students recruitment and teacher recruitments, among others, remained
continuous and uninterrupted. The number of students enrolled in our University was 25,063 for the 2015/2016
school year, which was higher than the number of students enrolled for the 2014/2015 school year of 23,692
before the termination of cooperation. There was no dispute between Henan Polytechnic University and us
arising out of or in relation to our cooperation or the subsequent termination of such cooperation.

Following the termination of cooperation with Henan Polytechnic University, our University changed its status
from an Independent College affiliated with Henan Polytechnic University to a Private HEI owned by our Group
and changed its name from Wanfang College to Zhengzhou Technology and Business University in 2016 upon
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the approval of the MOE. The status change of our University has no material tax or regulatory implications on
our business. Such status change has not affected our operational model and financial performance during the
Track Record Period and we do not expect it will affect our operational model and financial performance in the
future. For more information of the history of our University and its predecessor, see the section headed “History,
Reorganisation and Corporate Structure — Prior Cooperation with Henan Polytechnic University” in this
prospectus. For risks associated with the termination of cooperation with Henan Polytechnic University, see the
section headed “Risk Factors — Risks Relating to our Business and our Industry — Student enrolment in our
University may decrease as a result of the termination of cooperation with Henan Polytechnic University” in this
prospectus.

Prior Cooperation with the Affiliated High School of Peking University

Before we completed the unification of the branding of our schools under “YuHua (5°%)” in the second quarter
of 2016, we operated certain schools of ours under the brand name ‘“the Affiliated High School of Peking
University” (AL KM 8 1) pursuant to the PKU Cooperation Agreement. In accordance with the agreement,
the Affiliated High School of Peking University granted us a non-exclusive licence to use the brand name,
trademark and logo of “the Affiliated High School of Peking University (AL RELH B H52)” in the operation of
our schools. Under this arrangement, we were obligated to pay an annual fee of RMB1.3 million each calendar
year. We launched our first school, the Affiliated High School of Peking University, Henan Branch, under the
brand name “the Affiliated High School of Peking University” in September 2001 and subsequently established a
total of 16 schools in eight campuses using the same brand name.

As our business continued to expand, we believed operating all of our schools under one unified brand name that
we own will allow us to streamline our marketing efforts in promoting our schools in new markets and further
boost our growth. Therefore, in September 2014, we decided to phase-out the brand “Affiliated High School of
Peking University” and rebrand all those relevant schools as “YuHua”, which is our own brand name that was
introduced in 2012. Pursuant to the PKU Termination Agreement entered into between Affiliated High School of
Peking University and us in September 2014, the licence of the brand “Affiliated High School of Peking
University” was terminated with a grace period to July 2016 for us to update the names of our schools. We
agreed to pay an aggregate of RMB11.7 million in royalties to Affiliated High School of Peking University for
the non-exclusive licence in accordance with the PKU Termination Agreement and had paid RMB10.4 million as
of the Latest Practicable Date. There was no termination fee payable arising out of the termination of our
cooperation with the Affiliated High School of Peking University, nor was there any dispute between the
Affiliated High School of Peking University and us. From the establishment of the cooperation with the
Affiliated High School of Peking University to the termination of such cooperation in second quarter 2016, the
Affiliated High School of Peking University was not involved in the management of any of our schools. We have
informed the students and parents of our decision to unify our brand through various channels, such as parents’
meeting or letters to parents, among others, after such decision was made. All the existing students enrolled in
any school affected at the time of the school name change would receive graduation diploma bearing the original
name of such school upon their graduation. The new students enrolled in the relevant schools after the school
name change will receive graduation diploma bearing the new names upon their graduation, which has been
clearly explained to them when they applied to the relevant school. The business operations of these schools,
such as employees, student recruitment and teacher recruitment, among others, remained continuous and
uninterrupted during the re-branding process. During the Track Record Period and up to the Latest Practicable
Date, we did not have any material dispute or complaint in relation to the unification of our brand. For risks
associated with the rebranding, see the section headed “Risk Factors — Risks Relating to our Business and our
Industry — Rebranding certain schools of ours from “the Affiliated High School of Peking University
(ALEUREL B 52 to ““YuHua (F°%£)” may negatively impact our student enrolments” in this prospectus.
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Tuition Fees

All students at our University, high schools, middle schools and primary schools are boarding students, except a
limited number of day students who are permitted to live off-campus due to various reasons, such as proximity to
their family homes. All our students at our kindergartens are day students, except certain boarding students who
choose to live in our on-campus dormitories. Tuition fees are generally received prior to the beginning of each
school year. The tuition fees that we charge each boarding student are inclusive of boarding fees, which range
from RMB 1,000 to RMB2,000. For our kindergartens and certain primary schools, the tuition fees that we charge
also include meal fees.

For the years ended 31 August 2014, 2015 and 2016, we derived all of our revenue from the tuition fees,
including boarding fees and meal fees, from all of our schools. For our schools other than our kindergartens, we
require students and their families to pay tuition fees (including boarding fees and meal fees) for the entire school
year upfront. For our kindergartens, we require students and their families to pay tuition fees prior to each month
or each semester. See the section headed “Financial Information — Critical Accounting Policies, Judgements and
Estimates” in this prospectus.

The following table sets forth the listed tuition fees information for our schools for the 2013/2014, 2014/2015,
2015/2016 and 2016/2017 school years:

Listed Tuition FeesV2

2013/2014 2014/2015 2015/2016 2016/2017
school year school year school year school year
(RMB) (RMB) (RMB) (RMB)

University
Bachelor’s degree programmes
Junior college diploma programmes

High schools

Middle schools

Primary schools

Kindergartens

13,100~15,100
8,900
20,000~33,000
8,000~33,000
8,000~30,000
17,000~26,500

13,100~15,100

8,900
21,000~31,500
11,000~31,500
14,500~32,000
16,000~28,500

13,100~15,100

8,900
19,500~33,500
12,000~33,500
14,000~34,000
16,000~32,500

13,100~15,100

8,900
20,500~35,500
13,000~35,500
15,000~39,000
17,000~35,000

Notes:

(1) Tuition fees shown above for our University, high schools, middle schools and primary schools include boarding fees. Tuition fees
shown above for our kindergartens and certain primary schools include meal fees.

2) The tuition fees information shown above does not cover the tuition fees of the foreign language programmes, namely China-Korea
programme, China-U.S. programme and China-Australia programme, offered by our high schools to a limited number of students.
Our foreign language programmes are PRC education programmes with enhanced foreign language courses. For the 2013/2014
school year, 2014/2015 school year, 2015/2016 school year and 2016/2017 school year, the tuition fees of our foreign language
programmes were approximately RMB36,000, RMB34,500~RMB58,500, RMB38,500~60,500 and RMB40,500~62,500,
respectively.

During the Track Record Period, we generally raised our K-12 schools tuition fees each school year. For the
2013/2014 school year, the lower ends of the listed tuition fees range of our middle schools and primary schools
were approximately RMB8,000, because we launched our Kaifeng YuHua Elite School campus in September
2012, which charged relatively lower tuition fees per student for the 2012/2013 and the 2013/2014 school years
to attract student enrolment as part of our marketing strategy. For each of the 2014/2015 school year and
2015/2016 school year, the lower end and/or higher end of the listed tuition fees range for our K-12 schools
dropped by RMB500~RMB1,500 as compared to the previous year, respectively. The slight drop was primarily
because we excluded the meal fees from the listed tuition fees of certain schools, as we ceased to procure
catering services for students at such schools. Instead, students at those schools started to purchase meals directly
from the canteens operated by Independent Third Parties.

Subject to necessary governmental approvals, we intend to raise the tuition fees of our University in the
201772018 school year. For our University, according to our tuition fee policy, any increase is only applicable to
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the incoming first year students and the tuition fee rate for the existing students remains the rate they paid for
their first year for the duration of their courses. For our K-12 schools, subject to necessary governmental
approvals, we normally raise the tuition fees every school year. Our existing K-12 students are entitled to pay the
pre-raise rate if they can pay the tuition fees for the upcoming school year in full before a deadline set by our
schools, which is normally mid-to-late May. During the Track Record Period, almost all of our existing K-12
students chose to pay tuition fees in advance to enjoy the discount provided by the pre-increase rate. With respect
to students who leave during the school year, we have tuition refund policies in line with relevant rules.

We have tuition refund policies in place at our schools with respect to students who leave during the school year.
For our University, if a student enrols and pays tuition fees but leaves school before the end of the school year,
we will refund the tuition fees for any remaining full academic months, calculated on a 12-academic-month
basis. For our K-12 schools, if a student enrols and pays tuition fees but (i) leaves school before they complete
one half academic month, we will deduct a half month of tuition fees; (ii) leaves school after they complete one
half academic month but before they finish a full academic month, we will deduct one month of tuition fees; (iii)
leaves school after they finish a full academic month but before they finish two full academic months, we will
deduct two months of tuition fees; (iv) leaves school after they finish two full academic months but before they
finishes four and a half academic months, we will deduct half of the full tuition fees; (v) leaves school after they
finish four and a half academic month but before 1 April of the school year, we will refund the tuition fees based
on the remaining days of the school year on a pro rata basis; and (vi) leaves school on or after 1 April of the
school year, we will not refund any tuition fees.

Classes, Facilities and School Management

Despite our rapid expansion since our inception, we continue to emphasise modest-sized classes in our K-12
schools to stimulate our students’ interest and promote interaction within the classroom setting, which we believe
also allows our teachers to devote more time and attention to each student. The size of the classes at our high
schools and middle schools is typically no more than 50 students; the size of the classes at our primary schools is
typically between 30 to 40 students; and the size of the classes at kindergartens is typically between 26 to 30
students. We also encourage our teachers to adopt various teaching styles so that each student receives an
education tailored to maximise his or her learning potential. We believe all these factors contribute to the high
quality of our education and high levels of student and parent satisfaction, which are reflected in our long student
tenure and high retention rates.

Our schools generally have a variety of campus facilities, including multi-media rooms, laboratories, libraries,
administrative offices, cafeterias and dormitories, gymnasiums, outdoor fields and courts (such as basketball,
tennis and/or soccer courts) and staff apartments. Each of our schools is managed on a day-to-day basis by its
principal, who is assisted by several vice principals responsible for one or more specific aspects of our schools’
operations, such as curriculum, security and logistics and student affairs. The finance and human resources of
each school are under the centralised management by our Group-level finance and human resource departments,
respectively. We believe this management system allows us to maximise the capabilities of our teachers and
administrative personnel to enhance the quality of education we provide and promote students’ well-being.

Each of our high schools, middle schools and primary schools has a team of counsellors to provide care, support
and guidance to our students. One to two counsellors are assigned to each floor of each student dormitory
building to regularly inspect the student dormitories to ensure orderly, safe, clean and healthy living conditions
for our students and help students with social and behavioural issues. Counsellors also regularly communicate
with the parents of our students and keep them updated of the boarding students’ status and academic
performance. We also have on-campus healthcare staff and mental-health counsellors at each of our schools to
create a healthy and safe campus environment for our students. See the paragraph headed “— Health and Safety
Matters” in this section for further details.
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OUR UNIVERSITY

As of 31 August 2016, we operated one university, namely Zhengzhou Technology and Business University,
which is a Private HEI offering junior college and undergraduate education. We established Wanfang College,
the predecessor of our University, in 2009 by partnering with Henan Polytechnic University. From the
commencement of schooling of our University in September 2009, our University had operated as an
Independent College affiliated to Henan Polytechnic University on its own stand-alone campus. We entered into
the HPU Termination Agreement in July 2015 to terminate our cooperation with Henan Polytechnic University
and converted the status of our University into a Private HEI upon the approval of the MOE in April 2016. In
February 2016, our University ranked second in terms of overall strength in the Independent College category of
the PRC university rankings published by the China University Alumni Association. For more information of the
history of our University, see the section headed “History, Reorganisation and Corporate Structure — Prior
Cooperation with Henan Polytechnic University” in this prospectus.

Our University is located in the Zhengdong New Area District of Zhengzhou, Henan Province. For the
2015/2016 school year, 25,063 students were enrolled at our University and 600 teachers were employed by our
University. Our University accepts students from all across China, who are admitted based on the scores they
achieve in the Gaokao and in accordance with the national and local admission standards and procedures. See the
paragraph headed “— Our Students and Student Recruitment — Our Students” in this section for further details.

Our University is positioned to equip our graduates with the practical skills desired by employers in industries
with significant recruiting demands, which we believe enhances the competitive advantages of our students in the
job market and enables them to smoothly settle into working environments. The high employment rate of the
graduates of our University in turn attracts an increasing number of student applications for our University.

Curriculum and Degrees

Our University currently offers bachelor’s degree and junior college diplomas, which are recognised by the
MOE. It generally takes four years of full-time study for students enrolled in our bachelor’s degree programme to
complete the bachelor’s degree, while it generally takes three years of full-time study to complete our junior
college diploma programme. For the 2015/2016 school year, we had 14,853 students enrolled in our bachelor’s
degree programme and 10,210 students enrolled in our junior college diploma programme, respectively. As of
the Latest Practicable Date, we did not offer any graduate degrees or programmes.

As a university with a focus on applied technologies, our University currently offers 48 majors with bachelor’s
degree and 24 majors with junior college diplomas as of 31 August 2016. The applied technologies majors
include civil engineering, geomatics engineering, geological engineering, safety engineering, computer science
and technology, electrical engineering and automation, mechanical design manufacturing and automation. Other
majors include international economy and trade, marketing, e-commerce, business management, accounting and
financial management. Our University offers approximately 850 public courses, basic courses, specialised
courses and elective courses. As a general principle, our University requires that all students take core courses in
certain foundational skills, such as mathematics and English, which hold the key to opportunities in their later
study and life. We also provide career training programmes and workshops to our students to get them prepared
for their respective career ahead. We believe the curriculum of great breadth and various workshops and
programmes offered by our University equip our students with competitive advantages in the job market. For
students with excellent academic records, in addition to scholarships and grants offered by the MOE, the
University also offers scholarships and grants.

We believe what our students ultimately take away from their education at our University largely depends on the
careful planning of our academic programmes. Based on the syllabus designed by the MOE, the University takes
into account its educational objectives and the overall quality of the students when designing appropriate course
materials. We encourage our University teachers to choose the course materials that fit their teaching methods
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and match the learning potential of the students. While we emphasise theoretical in-class teaching and learning,
we also encourage our students to take practical courses or participate in internships to sharpen their practical
skills.

Grade Assessment, Graduation and Employment

Final grades of the University students are based on grades from mid-term and final written examinations, oral
examinations, marks received for class participation, homework and periodic appraisals. Specific grading scales
are determined by the academic affair office of our University.

We have a dedicated career planning office at our University that provides a wide range of services to our
students who seek employment or internship opportunities. The career planning office not only serves as a
platform to gather and disseminate employment information, but also helps our students explore the life, work
and learning options available to them. When our students approach the career planning office for counselling
services, the professionally trained staff will offer career advice based on the student’s personal interests and
preference and fine-tune his or her work and learning plans. The career planning office 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 skillset.

We maintain close relationships with major employers of our graduates to cooperate with them on graduate
employment and internship placement opportunities. Our University has partnered with the human resources and
social security bureau of the Kunshan Development Zone, which organises enterprises located in the Kunshan
Development Zone to provide internship and employment opportunities to students of our University. We also
provide employment-related training and career planning sessions to our students. For example, our University
owns a simulated aircraft cabin through which practical training is offered to students enrolled in the in-flight
service major of the art department of our University. Our University’s Initial Employment Rate was 91.3%,
91.0% and 83.3% in 2013, 2014 and 2015, respectively. In contrast, the Initial Employment Rate of colleges and
universities in China as a whole was 77.4%, 77.5% and 77.7% in 2013, 2014 and 2015, respectively, according to
the Frost & Sullivan Report.

Graduates of our University generally possess technical skills that can be immediately applied to workplaces,
therefore they have more immediate value to employers and are able to command a higher salary. For the
2013/2014, 2014/2015 and 2015/2016 school years, the average starting salary of the graduates from our
University with bachelor’s degree was RMB2,840, RMB3,140 and RMB3,401, respectively, while the average
starting salary of the graduates from our University with junior college diplomas was RMB2,534, RMB2,690 and
RMB2,914, respectively.

We believe we were able to achieve a high employment rate and average starting salary for the University’s
graduating students primarily because of the carefully tailored academic programmes that we offer, the
employment-related training that has been provided to our students, and the assistance we provide to our students
in identifying potential employment opportunities.

OUR HIGH SCHOOLS, MIDDLE SCHOOLS AND PRIMARY SCHOOLS

As of 31 August 2016, we had (i) three high schools that enrolled a total of 5,294 students; (ii) seven middle
schools that enrolled a total of 7,865 students; and (iii) six primary schools that enrolled a total of 7,241 students.
As of 31 August 2016, our high schools, middle schools and primary schools employed a total of 1,440 teachers.
Our high schools, middle schools and primary schools generally recruit students within Henan Province but are
also open to students nationwide.
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Curriculum and Diploma

The curriculum for our high schools, middle schools and primary schools consist of the curriculum mandated by
the PRC regulatory authorities, together with individualised school-based elective courses. All courses under the
PRC government mandated curriculum are taught by PRC-certified teachers using textbooks and materials
designated by relevant PRC authorities.

In our high schools, the curriculum mandated by the PRC regulatory authorities are primarily formulated towards
the Gaokao for our high school students. Our middle schools and primary schools offer the full curriculum
required by the PRC compulsory education system, which focuses on inspiring curiosity and developing learning
skills of our students by creating an interesting, productive and friendly study environment. Students who have
completed all courses required under the PRC compulsory education curriculum are eligible to obtain a PRC high
school diploma, middle school diploma or primary school diploma, as applicable.

In addition, our high schools, middle schools and primary schools offer a wide variety of elective courses that are
normally unavailable in public schools. Our students are able to shape a course of study to meet their own
objectives and develop their own interests. As a private education group, we have flexibility in designing these
additional elective courses in order to develop an individualised school-based curriculum for each of our schools
based on, among other things, the learning patterns and interests of the respective student body and the cultural
and social characteristics of the city in which the respective school operates. These elective courses are aimed at
further stimulating students’ learning ability and preparing them to become more well-rounded individuals. As of
31 August 2016, we offered a total of 47, 47 and 42 school-based elective courses at our high schools, middle
schools and primary schools, respectively. The school-based elective courses we have developed generally fall
within the following categories: (i) music, sports and art; (ii) new technologies; (iii) everyday life skills; (iv)
personal development and moral character; and (v) foreign languages. Our school-based elective curriculum
includes pop music, piano, calligraphy, fashion design, cooking, basic Korean, basic Japanese, film and acting,
basketball, volleyball, soccer, jazz dance, ceramics, origami, flower arrangements and social etiquette. Students
are encouraged but not required to enrol in school-based elective courses. The success of our elective courses has
resulted in 152, 169 and 150 of our high school graduates being accepted into art or physical education schools or
art or physical education majors of reputable PRC universities in the Gaokao administrated in 2014, 2015 and
2016. We believe academics is about more than just coursework; it is about inspiring curious minds. Therefore,
we also offer students the opportunity to participate in a variety of after-school programmes and clubs that
supplement classroom teaching.

Our high schools also offer three foreign language programmes, namely our China-Korea programme, China-
U.S. programme and China-Australia programme, to a limited number of students. These foreign language
programmes are PRC education programmes with enhanced foreign language courses, tailored for the students
who plan to pursue further educations abroad after graduation. We charge premium tuition fees for our foreign
language programmes. The students enrolled in our foreign language programmes are eligible to obtain a PRC
high school diploma after they have completed all courses required under the PRC compulsory education
curriculum.

Assessment, Grading and Graduation

Final grades at our high schools, middle schools and primary schools generally represent a combination of the
grades received by students for written examinations and marks received for class participation, quizzes, reports
and homework. Our high school and middle school students also participate in regional and city-wide standard
examinations during mid-term and final examination periods, the structure, content and grading scales of which
are set in accordance with the requirements of the Gaokao or Zhongkao, as applicable.

Students in our high schools have consistently achieved outstanding results in the Gaokao. For the Gaokao
administered in 2014, 2015 and 2016, approximately 17.7%, 11.4% and 14.2%, respectively, of the students at
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our high schools who participated were admitted to Tier One Universities in China, including Peking University,
Tsinghua University and Fudan University. This compares to approximately 8.1%, 8.2% and 9.1%, respectively,
of the graduating high school students of Henan Province admitted to first tier universities (which include all Tier
One Universities) in China for the same period, according to the Frost & Sullivan Report. Since our inception in
2001, our high schools had a total of 12 students who achieved the highest score at the provincial or municipal
level in the Gaokao, more than any other private school operators in Henan Province. Such students were
recognised as Zhuangyuan (IKJC), which is known as the highest academic achievement in the Gaokao. We
believe our students’ accomplishments are viewed as a strong endorsement of our teaching quality and have
greatly enhanced our reputation.

Academic achievements of our high school students are well recognised by respected overseas colleges and
universities. For the 2013/2014, 2014/2015 and 2015/2016 school years, 11, 24 and 52 graduating high school
students at our high schools, respectively, were accepted by various well-recognised overseas colleges and
universities overseas, including, among others, the University of California, Berkeley, the University of
Nottingham and the University of Sydney.

OUR KINDERGARTENS

As of 31 August 2016, we operated eight kindergartens in eight cities of Henan Province. For 2015/2016 school
year, our kindergartens enrolled 2,757 students and employed 415 teachers. We generally admit students ages
three and above in principle into our kindergartens. We generally offer full-day programmes at our kindergartens.
Although generally our kindergartens are not boarding schools, they provide beds for children to take naps.
Generally, students at our kindergartens attend K1 through K3 classes based on their respective age. We have a
pre-kindergarten class designed as an early learning programme to prepare children aged two to three for their
kindergarten study, which is only offered to a small number of students.

Our kindergartens are designed to encourage creative thinking, building independent problem-solving skills and
instilling confidence in children at an early age. We use an integrated kindergarten programme that aims to
stimulate our students’ interest to explore the world around them, and awaken their inner learning capabilities so
that they are well-prepared for the challenging primary school coursework ahead. The course materials we use
combine different aspects of learning to expose our students to various important subjects, including social
studies, health, language, science and arts. Our kindergartens also offer additional courses to the students to
nurture their interests in art. Those additional courses include board games, painting, dance, English drama and
skating.

Generally, a place at our primary schools is reserved for each graduating student at our kindergartens if his or her
parents wish to continue his or her education in schools operated by our Group.

OUR STUDENTS AND STUDENT RECRUITMENT
Our Students

We seek passionate and creative students who want to take advantage of the opportunities we offer for growth in
the classroom and in our community. For the 2013/2014, 2014/2015 and 2015/2016 school years, we enrolled an
aggregate number of 35,431, 43,579 and 48,220 students, respectively.

Our University participates 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 Gaokao. Each province in the PRC sets its own standard levels of the Gaokao scores for
different academic concentrations, and the universities in each province then evaluate and admit prospective
students based on the respective scores and specific aspirations in students’ applications, which usually rank
universities in several categories with the first choice being the school the student wants to attend the most. For
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each new school year, the local PRC education bureau will issue a student recruitment plan to our University that
contains an admission quota designating the number of students that our University is allowed to admit for the
upcoming school year. We may apply for an additional annual admission quota in the future, taking into account
various factors, including, among others, the demand for places in our University, the capacity of our University
and our operating efficiency.

Our high school admission process is highly selective and seeks to enrol students with excellent academic
records and high learning potential. We implement consistently high admission standards in all of our high
schools to ensure fair and consistent admission results. Admissions to our high schools require successful
completion of grade nine in the middle school programme and achieving a sufficiently high score in the
Zhongkao. In addition, we give extra consideration to (i) students who received first prizes or above in various
official student contests involving scientific innovation, writing and arts, among others, and (ii) students who
demonstrate artistic promise. For our middle schools, we generally reserve places for graduates from our primary
schools if they wish to continue their study in our school network. Our middle schools are also open to applicants
graduating from other private schools or public schools, who are generally required to take entrance
examinations organised by our middle schools and are selectively admitted based on the test results. Similar to
our high school admissions, we give extra consideration to students’ applications if they have attained other
extracurricular achievements outside the school or demonstrate artistic talents. For our primary schools, we
generally require student applicants and their parents to go through an interview process so that we are able to
selectively admit intelligent and well-rounded students to join our programmes. For our kindergartens, our
admission policies are more flexible. We normally hold interviews with the parents of our potential students and
assess if those students would fit in our kindergarten programmes. Our high schools, middle schools, primary
schools and kindergartens are not subject to any admission quota issued by the PRC education authorities. In
general, upon graduating from our kindergartens, the primary schools or middle schools, a large majority of our
students may choose to apply for admission to the respective next level within our school system.

Student Recruitment

Our new student enrolment has historically been driven primarily by word-of-mouth referrals. Based on the
feedback we received from our students and their parents, we believe they are generally satisfied with the high
quality education we provide and willing to help us attract more students through referrals. In addition, after over
15 years of operations, we have built a highly engaged and vibrant community of alumni, who we believe have
passionate and genuine emotional connections with our schools. Other than referrals, we also employ a range of
marketing and recruiting methods to attract students and increase enrolment at our schools, such as information
session, advertisements and brochures.

For our University, a temporary student recruitment team consisting of over 100 teachers is normally formed
during the recruitment season. Those recruitment teachers visit high schools in major cities in Henan Province to
hold information sessions and recruit students for our University. We also encourage students at our University
to engage with the graduating students at their previous high schools to promote the brand awareness of our
University.

For our K-12 schools, approximately 83.5% of our newly enrolled students were recruited through referrals for
the 2015/2016 school year based on our estimate. New enrolments through word-of-mouth referrals have
benefited from our large student base, as well as our reputation, brand and quality of education and increased our
sales and marketing efficiency. We also increase the awareness of our “YuHua” brand by inviting our students’
parents, the media and the public to attend our anniversary gala and other on-campus events and communicate
with our students and teachers face-to-face.

We also plan to utilise new and targeted marketing techniques, such as Weibo, WeChat and online advertising,
targeting potential students and their parents and offering individual informational meetings. Each school campus
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runs a WeChat public account that publishes news and events about our Group and our schools from time to
time. As of the Latest Practicable Date, the WeChat public accounts held by our schools had an aggregate of
approximately 550,000 followers.

TEACHERS AND TEACHER RECRUITMENT

We believe that our team of experienced and dedicated teachers has been crucial to our success. As an operator
of private schools, we can provide better incentives to independently recruit qualified teachers who fit our hiring
criteria and can thrive in our schools. 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 31 August 2016, we had 2,455 teachers. Approximately 73.0% of our
teachers as of such date have a bachelor’s degree or above, and approximately 22.3% of our teachers have a
master’s degree or above. We also value the recognition bestowed upon our teachers who have achieved teaching
excellence. During the Track Record Period, we maintained a low teacher turnover rate.

The following table sets forth the number of our teachers for the school years indicated:

For the school year®

School 2013/2014* 2014/2015*% 2015/2016*
UNIVETSILY .ottt et e et e e e 346 360 600
Grade 1-12SchoolS ... oot 1,364 1,575 1,440
Kindergartens . .. ...t 377 353 415
Total . ... 2,087 2,288 2,455
Note:

* We use 31 August 2014, 31 August 2015 and 31 August 2016 to calculate our business operating data for 2013/2014 school year,

2014/2015 school year and 2015/2016 school year, respectively.
(1) Does not include teachers with full-time administrative responsibilities or part-time teachers.

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 usually consider his or her prior
teaching experience, academic record, graduation certificate and reference letters as well as his or her
performance in the interview. We also conduct background check for our candidates during the recruiting
process. For certain schools of ours, we require applicants to teach a live class as part of his or her application
process. From time to time we hire qualified teachers laterally from other public and private schools in Central
China and elsewhere in the PRC. All the PRC teachers who teach courses in our schools are required to obtain
valid teacher qualification certificates (¥l &%) issued by the PRC government before they can be involved in
the teaching activities, and in the case of foreign teachers, valid foreign expert certificates (/M £ %) issued by
the PRC government is required. As of 31 August 2016, all our teachers who teach courses in our schools held
valid teacher qualification certificates or foreign expert certificates, as the case may be.

Newly hired teachers undergo mandatory training programmes that cover teaching skills and techniques. 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 and admission standards and other trends. We also
implement ongoing monitoring and evaluation procedures for our teachers. During the school year, we monitor
the teaching quality of our teachers and conduct evaluations of our teachers from time to time. We may take into
consideration the performance of each teacher when making decisions regarding their compensation.

As a private education institution, we believe we offer compensation to our teachers that is competitive relative
to that offered by public schools. Compensation typically includes a base salary and a performance bonus, which
is generally based on the teaching quality, performance of the students, work attendance and other factors.
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COMPETITION

The educational services market in China is rapidly evolving, highly fragmented and competitive. According to
the Frost & Sullivan Report, the number of private K-12 schools and private universities in China was
approximately 159,700 and 734, respectively, as of the end of 2015. The proportion of the number of students in
private kindergartens, primary schools, middle schools, high schools and universities in 2015/2016 school year
were approximately 54.0%, 7.4%, 11.7%, 10.8% and 21.7% of the total number of students in kindergartens,
primary schools, middle schools, high schools and universities in China, respectively. As we operate in Henan
Province, we face competition primarily from public and private schools in Central China, in particular from
those that operate in the same areas. We believe our principal competitive advantages include:

. our full range of K-12 to university education and extensive operating experience;

. brand recognition;

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

. our centralised management system;

. our unique corporate culture and experienced management with effective management skills;

. our highly scalable and replicable business model,;

. students’ academic performance, in particular, achievements in Gaokao scores that allowed students to

apply to and be admitted by Tier One Universities in the PRC;

. high employment rate of the graduates of the University;
. overall student experience and parents’ satisfaction; and
. ability to attract and retain qualified teachers.

We expect the competition in the private education market to persist and intensify. We believe we are able to
compete effectively due to our strong reputation and established programmes. However, some of our existing and
potential competitors, especially public schools, 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 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 — Competitive Landscape” in this prospectus for more
information.

CUSTOMERS AND SUPPLIERS

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

Our suppliers primarily comprise meal catering companies, suppliers for text books, uniforms and teaching
equipment vendors. For the years ended 31 August 2014, 2015 and 2016, purchases from our five largest
suppliers amounted to RMB32.8 million, RMB43.7 million and RMB48.5 million, respectively, which
represented 32.1%, 42.5% and 47.3% of our total purchases in the same year. During the same periods, purchases
from our largest supplier amounted to RMB11.2 million, RMB21.0 million and RMB24.7 million, respectively,
which represented 11.0%, 20.4% and 24.1% of our total purchases in the same year. Our largest supplier during
the Track Record Period is an independent third party catering service provider who provides catering services to
certain schools of ours. 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 11 trademarks and 58 domain names in the PRC. In addition, as of
the Latest Practicable Date, we had made three trademark applications in Hong Kong. As of the Latest
Practicable Date, we had no copyrights or patents which we consider to be or may be material to our business,
results of operations or financial condition. See the section headed “B. Further Information about our Business —
2. Intellectual property rights” in Appendix V to this prospectus for more information.

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. See 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 prospectus for the risks that we may face in this respect.

AWARDS AND RECOGNITIONS

We have received certain 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 have received:

Year Award / Accreditation Awarding Organisation Awarded Entity

2016 Ranked 24 in Independent College China University Alumni Zhengzhou
category of the PRC university Association Technology and
ranking in terms of overall Business University
strength

2016 Ranked 1t in Independent College ~ China University Alumni Zhengzhou
category of the Henan university Association Technology and
ranking in terms of overall Business University
strength

2015 Top 100 Most Prestigious Middle ~ Organisational Committee of Zhengzhou YuHua
Schools Outstanding Middle School Elite School

Principal Forum

We are also members or committee members of certain educational associations. The following table sets forth
some of the positions we currently hold:

Seat or Membership Organisation Entity

Deputy Chair Henan Private Education Association Zhengzhou Technology
(TP A 1 e and Business University

Deputy Chair Preschool Education Committee of Henan Private ~ Zhengzhou YuHua Elite
Education Association Bilingual Kindergarten

(T RBA T ERAETZAE)
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EMPLOYEES

As of 31 August 2014, 2015 and 2016, we had 3,494, 3,807 and 4,079 employees, respectively. Substantially all
of our employees are located in Henan province. The following table sets forth the total number of employees by
function as of 31 August 2016:

Function Number of Employees % of Total
Teachers . ... ... 2,455 60.2
Administrative staff . ...... .. ... 871 21.4
Marketing staff .. ... . 5 0.1
Other staff . ... ... . 748 18.3
Total .. ... 4,079 100.0

As required by the PRC laws and regulations, we participate in various employee social security plans for our
employees that are administered by local governments, including, among others, housing provident fund, pension,
medical insurance, social insurance and unemployment insurance. During the Track Record Period and up to the
Latest Practicable Date, we did not make full contributions to the social insurance plans and the housing provident
fund for a certain number of our employees in accordance with relevant PRC laws and regulations due to the
personal reasons of certain employees. This was primarily caused by different levels of acceptance of the social
insurance plans by our employees and inconsistent implementation or interpretation of relevant laws and regulations
by local authorities in the PRC. We estimate that the aggregate amount of social insurance payments that we did not
make due to the personal reasons of certain employees was RMB2.7 million, RMB4.6 million and RMB5.7 million
for the years ended 31 August 2014, 2015 and 2016, respectively, and the housing provident fund contributions that
we did not make was RMB1.6 million, RMB2.5 million and RMB3.7 million for the same periods, respectively.

Our PRC Legal Adviser has advised us that, pursuant to the Social Insurance Law of the PRC, if we fail to pay
the full amount of social insurance premiums as required, the local social insurance agencies may require us to
pay the overdue amount within a certain stipulated period and may impose a fine equivalent to 0.05% of the
overdue payment per day from the date on which the payment is payable. If such payment is not made within the
stipulated period, the competent authority may further impose a fine from one to three times the amount of the
overdue payment. We and our PRC Legal Adviser have conducted interviews with the relevant local competent
authorities and the officers of the relevant competent authorities have confirmed that it is lawful for our schools
to pay the social insurance premiums at the local minimum standard and with respect to any unpaid social
insurance premium due to the personal reasons of the employees, our schools would not be held responsible or
penalised. We have also obtained confirmation letters from relevant local competent authorities, which
confirmed that (i) our schools have paid the social insurance premiums in accordance with relevant PRC laws
and regulations and no payment is overdue; and (ii) none of our schools have been or might be penalised by the
local social insurance agencies.

Our PRC Legal Adviser has further advised us that, pursuant to the Regulations on Management of Housing
Provident Fund, if we do not pay the full amount of housing provident fund as required, the housing provident
fund management centre may order us to make the payment outstanding within a stipulated period; if the
payment is not made within the stipulated period, an application may be made to the Chinese Courts for
compulsory enforcement. We and our PRC Legal Adviser have conducted interviews with the relevant local
competent authorities and the officers of the relevant competent authorities have confirmed that it is lawful for
our schools to pay the housing provident fund at the local minimum standard and with respect to any unpaid
housing provident fund due to the personal reasons of the employees, our schools would not be held responsible
or penalised. We have also obtained confirmation letters from relevant local competent authorities, which
confirm that (i) our schools have paid the housing provident fund in accordance with relevant PRC laws and
regulations and no payment is overdue; and (ii) none of our schools have been or might be penalised by the
housing provident funds collection institution.
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We have, however, made provisions for the social insurance premium and housing provident fund contributions
which were unpaid due to personal reasons of certain employees so that we will be able to meet the competent
authorities’ request for payments in the unlikely event that any of them requests so. For the reasons set out above,
our Directors are of the view that this will not have a material adverse impact on our business operations or
financial condition as a whole. Going forward, we will make relevant contributions in accordance with the
relevant PRC laws and regulations.

Certain schools of ours have established a labour union and our employees may join the labour union of their
respective school voluntarily. During the Track Record Period, we have not experienced 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 the paragraph headed
“— Teachers and Teacher Recruitment” in this section for details of our training and recruitment policies for our
teachers and other educational staff.

PROPERTIES

As of 31 August 2016 and as of the Latest Practicable Date, we owned 10 parcels of land in the PRC with a total
gross site area of approximately 884,445.6 square metres and had 32 buildings or groups of buildings. All of the
above properties are used for non-property activities as defined under Rule 5.01(2) of the Listing Rules. As of the
Latest Practicable Date, we also leased 9 properties. See the section headed “Property Valuation Report” in
Appendix III to this prospectus for more information.

Owned Properties
Land
The following table sets forth a summary of the land use rights we owned as of 31 August 2016:

No. Land Use Right Owner Description/Location Gross Site Area  Existing Use Expiry Date

(square metres)
1 YuHua Investment The north side of 58,160.0 Education June 2051
Management Xinchun Road,
Bagian County,
Xinzheng City

2 YuHua Investment The north side of 78,666.7 Education July 2051
Management Xinchun Road,
Bagian County,
Xinzheng City

3 Zhengzhou YuHua The south of Shiji 196,070.0 Science and No expiry date*
Education Investments Road and the east Education
of Jiuzhou Road,
High-tech Zone

4 Zhengzhou YuHua The east of 44,727.9 Education No expiry date*
Education Investments Mazhuang Street
and the north of
Nongye East Road,
Longhu South
District and
Zhengdong New
District,
Zhengzhou City
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No. Land Use Right Owner

Description/Location Gross Site Area  Existing Use

Expiry Date

5  Zhengzhou Technology and
Business University

6  Zhengzhou Technology and
Business University

7  Zhengzhou Technology and
Business University

8 Luohe YuHua Elite School

9 Luohe YuHua Elite School

10 Kaifeng YuHua Elite School

(square metres)
The south side of 77,832.0 Science and
Fengyang Road, Education
the east side of
Longyang West
Road, the west side
of Longyang Road
and the north side
of Jicheng Road,
Baishazu Unit

The north side of 146,644.1 Science and
Jicheng Road, the Education
south side of

Fengyang Road,

the west side of

Longyang Road

and the east side of

Qiancheng Road,

Baishazu Unit

Xing County, Jiayu  40,090.0 Education
Town, Xingyang
City

The intersection 64,983.2 Science and
between Cuihua Education
Mount Road and

Furong River Road,

Yuanhui District

The intersection 116,960.0 Science and
between Cuihua Education
Mount Road and

Furong River Road,

Yuanhui District

The west of Fifth 60,311.8 Science and
Avenue, the east of Education
Sixth Avenue and

the south of Jinyao

Road, Kaifeng New

District

No expiry
date*

No expiry
date*

No expiry
date*

No expiry
date*

No expiry
date*

No expiry
date*

Note:

* Pursuant to the Urban Real Estate Law of the PRC promulgated on 1 January 1995 and amended on 27 August 2009, the allocation
of land use right shall mean the allocation of a piece of land by the people’s government above the county level to a land user in
accordance with the law after necessary compensation or settlement costs have been paid. The land use right obtained through
allocation in accordance with the law, except those prescribed otherwise by the laws and administrative rules, has no time limit.

Therefore, these land use rights owned by us, which were obtained through allocation, have no time limit on their use.

As of the Latest Practicable Date, we had not obtained the land use right certificates for (i) part of the land used
by our University (“Land I"’), which was due to an adjustment to the administrative territory between Zhongmu
County and Zhengdong New District by the PRC government; and (ii) land used by our Xuchang Yuhua Elite
School campus (“Land II"’), which was due to adjustments to the land use right transfer procedures by the local

land administration authority.

According to the relevant provisions in the PRC Law of Land Administration and the PRC Urban and Rural
Planning Law, we are required to apply for and obtain the land use right certificates for all of the land used by us.
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Our PRC Legal Adviser advises that pursuant to these provisions, the land administration authority above county
level in the PRC may re-enter and regain possession of the lands for which we have not obtained the land use
right certificates, confiscate the buildings and facilities on such lands and impose fines on us.

In May 2013, we entered into a land re-arrangement agreement with the governmental body of the district where
Land I is located (the “Land I Agreement”), pursuant to which, the local government agreed to arrange to
relocate certain planned development projects of our University from the original site to Land I, which is
adjacent to the original site, in accordance with the urban planning policies of Zhengzhou.

In August 2013, we entered into a school investment agreement with the government of the district where Land II
is located (the “Land II Agreement”), pursuant to which, the local government agreed to (i) allocate Land II to
us for the purpose of establishing Xuchang Yuhua Elite School, (ii) arrange to issue the land use right certificate
for Land II to us, and (iii) guarantee the legality and validity of the usage of Land II by us.

We have obtained (i) a confirmation letter issued by the Bureau of Land and Resources of Zhongmu County
relating to the land use right of Land I, and (ii) a confirmation letter issued by the Bureau of Land and Resources
of Xuchang City, Weidu Branch relating to the land use right of Land II. Pursuant to these confirmation letters,
the competent authorities have confirmed that (a) the use of Land I and Land II is consistent with the relevant
PRC laws, regulations and policies; (b) we and our schools will not be subject to above mentioned administrative
penalties; and (c) there is no legal impediment for the relevant schools to obtain the land use right certificates.

Based on (i) the locations of Land I and Land II, (ii) the relevant land laws and regulations and (iii) the
description of the scope of responsibility of those government authorities set out on their websites, our PRC
Legal Adviser is of the view that those government authorities are the competent authorities in giving such
confirmation letters. Based on the Land I Agreement, the Land II Agreement and such confirmation letters, our
PRC Legal Adviser is of the view that (i) the competent authorities have agreed that the relevant schools may use
Land I and Land II and (ii) the use of Land I and Land II by the relevant schools will not be regarded as illegal by
the competent authorities nor will the competent authorities initiate any administrative action against us or
impose any penalty or fine on us as a result of such usage.

Based on (i) the confirmation letters obtained from the relevant competent authorities; (ii) our PRC Legal
Adviser’s opinion as mentioned above; (iii) the immateriality of Land I to our business operations as a whole
because the buildings located on Land I are four dormitories for our students, teachers and administrative staff
and the area of Land I only accounts for approximately 15% of total area of the lands that our Group uses; and
(iv) the immateriality of Land II to our business operations as a whole because the students enrolled on Xuchang
Yuhua Elite School campus, which occupies Land II, only accounted for less than 5% of our total enrolled
students for the 2015/2016 school year, our Directors are of the view that the lack of land use right certificates
for Land I and Land II is not material to our business operations or financial conditions as a whole.

We are in the process of obtaining the land use right certificates for Land I and Land II. Based on our continuous
communications with the relevant competent authorities, we expect to obtain the land use right certificates for the
Land I and Land II before March 2018. We will continue to use our best efforts to cooperate with the relevant
land administration authorities and disclose the progress and status of obtaining such land use right certificates as
appropriate in our interim and annual reports.

Given (i) the confirmation letters obtained from the relevant competent authorities, (ii) the Land I Agreement and

the Land I Agreement, and (iii) our PRC Legal Adviser’s opinions as mentioned above, our Directors are of the
view that there is no potential risk of us being required to relocate the relevant schools on Land I and Land II.
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Buildings or Groups of Buildings

As of 31 August 2016 and as of the Latest Practicable Date, we had 32 buildings or groups of buildings located
in the PRC. All of these buildings or groups of buildings have been designed for education-related usage
(including canteen, dormitory, warehouse and recreational usage).

We have not obtained proper building ownership certificates or other requisite certificates or permits for 11 of
our 32 owned buildings or groups of buildings (the “Relevant Owned Buildings™), due in part to changes to the
urban planning in the cities where we operate, administrative oversight by our management and their
unfamiliarity with the relevant regulatory requirements. The Relevant Owned Buildings are located in our
University, Xingyang Yuhua Elite School campus, Jiaozuo Yuhua Elite School campus, Luohe Yuhua Elite
School campus, Xuchang Yuhua Elite School campus, Kaifeng Yuhua Elite School campus and Zhengzhou
Yuhua Elite Primary School campus and Zhengzhou Yuhua Elite School campus. The Relevant Owned
Buildings are used for education-related purposes. We have obtained confirmation letters from local government
authorities, where the Relevant Owned Buildings are located, which confirmed that (i) the project planning,
construction, quality, fire-control, security and environmental protection of the Relevant Owned Buildings were
in compliance with relevant laws and regulations, (ii) the relevant schools will not be subject to administrative
actions, fines or other penalties imposed by the relevant government authorities, and (iii) there is no legal
impediment for us to obtain the certificates and permits. Based on (i) the locations of the Relevant Owned
Buildings, (ii) the relevant building construction laws and regulations and (iii) the descriptions of the scope of
responsibility of those government authorities set out on their websites, our PRC Legal adviser is of the view that
those government authorities are the competent authorities in giving such confirmation letters. Our PRC Legal
Adviser has further advised that, based on the written confirmations issued by these relevant government
authorities, we will not be subject to administrative actions, fines or other penalties imposed by these government
authorities nor will the operation of our schools be materially affected due to the failure to obtain these
certificates and permits for the Relevant Owned Buildings. As of the Latest Practicable Date, no administrative
action, fine or penalty had been imposed on us by the relevant government authorities, nor had any of our schools
been required to rectify the lack of certificates or permits or had any of their rights to use the Relevant Owned
Buildings challenged by third party. Based on the above, our Directors are of the view that there is no potential
risk of us being required to relocate the relevant schools that occupy the Relevant Owned Buildings. For the risks
that we may face due to the lack of the relevant certificates and permits for the Relevant Owned Buildings, see
the section headed “Risk Factors — Risks Relating to our Business and our Industry — We are subject to
extensive governmental approvals and compliance requirements in relation to the lands, buildings or groups of
buildings that we own” in this prospectus.

We have implemented extensive and comprehensive measures to rectify this issue. We are in the process of
applying to relevant government authorities for the relevant outstanding certificates and permits and are closely
following up with the government authorities with respect to our applications. We have also engaged our PRC
Legal Adviser to provide a series of in-house trainings and intend to provide these trainings on a regular basis to
our school management with respect to compliance with the regulatory requirements relating to building
ownership certificates and other requisite certificates or permits. We have also adopted a set of internal
guidelines for our school management to ensure that they are properly guided to comply with the aforesaid
regulatory requirements. 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 tackle any issue that may
arise in the process of the rectification. According to the confirmation letters received from the relevant
government authorities, there is no legal impediment for us to obtaining the certificates and permits. We expect
to obtain all the relevant outstanding certificates and permits of the Relevant Owned Buildings before March
2018. We will use our best efforts to cooperate with the relevant authorities to expedite the process. We will
disclose the process of the rectification in our interim or annual reports as appropriate and where applicable,
explanation for any delay in such rectification.
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Based on the above, our Directors are of the view that the failure to obtain each of the relevant certificates and
permits for the Relevant Owned Properties will not have a material adverse effect on our operations and financial
condition as a whole because: (i) we are in the process of applying to the relevant government authorities for the
relevant outstanding certificates and permits; (ii) we have obtained the confirmation letters issued by the
competent government authorities which confirmed that there is no legal impediment for us to obtain the
certificates and permits; and (iii) we have obtained the confirmation letters issued by the competent government
authorities confirming that we would not be subject to administrative actions, fines or other penalties.

We have obtained confirmations from the relevant building construction authorities that the construction of the
Relevant Owned Buildings is in compliance with relevant laws and regulations and the quality of the
construction work is satisfactory. We also obtained confirmations from relevant fire-control and public security
authorities that the Relevant Owned Buildings meet the relevant fire-control standards and do not violate any
fire-control laws or regulations. We inspect and maintain the properties on a regular basis with a view to ensuring
satisfactory safety conditions. Based on the safety records and the measures that we have taken, we believe the
Relevant Owned Buildings are fit and safe for education purposes.

Leased Properties

As of 31 August 2016, we leased 10 properties. As of the Latest Practicable Date, we also leased 9 properties. In
addition, the relevant lease agreements our schools have entered into with our landlords were not registered with
the relevant PRC government authorities. Our PRC Legal Adviser has advised us that we may be required by the
relevant PRC authorities to register the relevant lease agreements within a prescribed time limit. If we fail to do
so, we may be subject to fines ranging from RMB 1,000 to RMB 10,000 for each non-registered lease. However,
as of the Latest Practicable Date, we have not been fined by the relevant PRC authorities with respect to these
non-registered leases, and our PRC Legal Adviser has advised us that the non-registration of such lease
agreements would not affect their validity. For further details on the risks associated with our leased properties,
see the section headed “Risk Factors — Risks Relating to our Business and our Industry — We lease several of
our school premises and may not be able to control the quality, maintenance and management of these school
premises, nor can we ensure we will be able to find suitable premises to replace our existing school premises in
the event our landlords refuse to renew the relevant lease agreements upon the expiry of their terms” in this
prospectus.

INSURANCE

We maintain various insurance policies, such as school liability insurance to safeguard against risks and
unexpected events. 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 prospectus 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,
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 schools we operate currently.

Our University was converted from Wanfang College of the Henan Polytechnic University upon the approval of
the Ministry of Education of the PRC (CECH BB R S pe BE TSR 8 75 R 2 Be st 3 00 M) L 7o B2 5 1) B )
(##£EK[2016]955%)) on 21 April 2016. Pursuant to the aforesaid approval, our University shall apply for the new

131



BUSINESS

private school operating licence, registration certificate of a privately-run non-enterprise institution as well as
other required permits in the name of Zhengzhou Technology and Business University. On 30 September 2016,
we and our PRC Legal Adviser consulted the Education Department of Henan Province on the issue of renewal
of permits. We were advised by the responsible officer that (i) the private school operating licence of Wanfang
College shall be altered to reflect the conversion of Wanfang College to Zhengzhou Technology and Business
University; (ii) given our University is in the process of obtaining the new private school operating licence as
well as other required permits, the operation of our University shall not be affected; and (iii) the estimated date
on which our University will obtain all renewed permits shall ultimately be determined by the relevant competent
authorities. Based on the above interview, our PRC Legal Adviser is of the view that (a) Wanfang College has
obtained the approval for conversion into Zhengzhou Technology and Business University and the remaining
procedures to apply for private school operating licence and registration certificate of a privately-run non-
enterprise institution are routine procedures only; (b) there is no legal impediment for our University to obtain
these permits after the conversion; and (c) our University may continue its operation before the new permits are
issued. As of the Latest Practicable Date, we had not been informed by the relevant competent authorities of the
date on which our University may obtain the renewed permits. We will continue to proactively cooperate with
relevant authorities and use our best efforts to complete the renew process as soon as possible. We will disclose
the progress and status of the permit renewal in our interim or annual reports as appropriate. For further details of
the conversion, see the section headed “History, Reorganisation and Corporate Structure — Prior Cooperation
with Henan Polytechnic University” in this prospectus.

For risks and uncertainties associated with our licences, approvals and permits, see the section headed “Risk
Factors — Risks Relating to our Business and our Industry — 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” in this prospectus.
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The table below sets forth details of our material licences and permits:

Licence/Permit® Holder Granting authority Grant date  Expiry date
Private school operating licence =~ Zhengzhou Education Department of ~ May 2015 May 2016®
Technology and Henan Province
Business University Government
Private school operating licence =~ Zhengzhou YuHua Zhengzhou Education May 2016  May 2024
Elite School Bureau
Private school operating licence ~ Xuchang YuHua Elite  Xuchang Weidu District March 2016 March 2024
School Education and Sports
Bureau
Private school operating licence ~ Jiyuan YuHua Elite Jiyuan Education Bureau March 2016  July 2022
School
Private school operating licence  Jiaozuo YuHua Elite ~ Jiaozuo Education March 2016 March 2024
School Bureau
Private school operating licence ~ Luohe YuHua Elite Luohe Education Bureau March 2016 March 2020
School
Private school operating licence ~ Kaifeng YuHua Elite =~ Kaifeng Education March 2016 March 2020
School Bureau
Private school operating licence ~ Xingyang YuHua Xingyang Education and ~ April 2015 March 2023
Shengshi Elite School  Sports Bureau
Private school operating licence =~ Zhengzhou YuHua Zhengzhou Zheng Dong ~ April 2016  April 2024
Elite Primary School =~ New District Education,
Culture and Sports
Bureau
Private school operating licence =~ Zhengzhou YuHua Zhengzhou Zheng Dong June 2016  June 2024
Elite Bilingual New District Education,
Kindergarten Culture and Sports
Bureau
Private school operating licence ~ Jiaozuo Urbanisation  Jiaozuo New District April 2016  April 2024
Pilot Zone YuHua Elite Social Affairs Bureau
Kindergarten
Private school operating licence =~ Xuchang Weidu Xuchang Weidu District  March 2016 March 2018
District YuHua Elite  Education and Sports
Bilingual Kindergarten Bureau
Private school operating licence ~ Xingyang YuHua Elite Xingyang Education and ~ September September
Kindergarten Sports Bureau 2013 2021
Private school operating licence ~ Xinxiang Weibin Xinxiang Education September September
District YuHua Elite ~ Bureau 2016 2019
Kindergarten
Private school operating licence =~ Hebi Qibin District Hebi Qibin District November November
YuHua Elite Bilingual Education, Culture and 2015 2023
Kindergarten Sports Bureau
Private school operating licence ~ Luohe YuHua Elite Luohe Education Bureau =~ May 2016  May 2020
Bilingual Kindergarten
Private school operating licence  Jiyuan YuHua Elite Jiyuan Education Bureau  April 2016  July 2018
Bilingual Kindergarten

Notes:

(1) To maintain each of our private school operating licences, the respective school is required to pass an annual inspection regardless of
whether such licence bears an expiry date or not. As of the Latest Practicable Date, each of our schools had passed the latest annual
inspection.

2) A rpenewal application has been filed with the relevant government authorities. For further details, see the section headed “History,

Reorganisation and Corporate Structure — Prior Cooperation with Henan Polytechnic University” in this prospectus.

133



BUSINESS

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 schools 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 schools. For certain schools of ours, we have engaged a qualified property management company to provide
property security services. During the Track Record Period and up to the Latest Practicable Date, save as
described below, we did not experience any serious accident, medical situation or safety issue involving our
students.

In 2011, a high school student at Zhengzhou YuHua Elite School committed suicide in 2011 due to depression as
a result of family dispute. After the incident, the parents of the deceased student did not raise any claims against
us. As a humanitarian act, we paid RMB50,000 condolence money to the family of the deceased student.
Subsequently, we strengthened our efforts in providing psychological counselling to our students.

In 2012, a primary school student at Zhengzhou YuHua Elite Primary School fell from the second floor of a
teaching building and suffered a fracture. We sent the student to the local hospital immediately and paid
RMBS5,000 in medical fees. The parents of such student were satisfied with our handling of this incident and the
student continued his study in our school network. In 2013, a primary school student at Zhengzhou YuHua Elite
Primary School fell from the third floor of a teaching building and suffered from pulmonary contusion and a
fracture. We sent such student to local hospital immediately and paid RMB30,000 in medical fees. The parents of
the injured student did not initiate any legal proceedings against us. After those two incidents, we installed fences
to all our class windows and enhanced our education on student safety issues to our teachers and other staff.

In 2016, three students at our University were injured in an incident outside our University campus by someone
who was not our student. Although we were deemed not responsible for this out-of-campus incident, we
enhanced our school security management and regularly educated our students on self-protection.

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 prospectus.

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. Our PRC Legal Adviser,
Tian Yuan Law Firm, is of the opinion that, other than disclosed in the paragraphs headed “Employees” and
“Properties — Owned Properties” in this section, we have complied with all relevant PRC laws and regulations
in all material respects during the Track Record Period and up to the Latest Practicable Date.

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.
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See the paragraphs headed “Employees” and “Properties — Owned Properties” in this section for a description of
certain legal matters relating to our compliance with certain employee benefits and property related laws and
regulations which, for the reasons described in those paragraphs, our Directors consider to be immaterial in
nature.

INTERNAL CONTROL AND RISK MANAGEMENT
Internal Control

We have engaged an independent internal control consultant (the “Internal Control Consultant”) to conduct an
assessment of our internal control system in respect of Practice Note 21. 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 June 2016 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 combined financial information prepared in accordance with IFRS
during the Track Record Period as set out in Appendix I to this prospectus 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 Company’s system of internal control with regard to those actions taken by our Company and
reported further commentary in September 2016. 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 schools has designated the relevant personnel
who will be responsible for monitoring our on-going compliance with the relevant PRC laws and regulations that
govern our business operations and overseeing the implementation of any necessary measures. In addition, we
plan to provide our Directors, senior management (including the principals and vice principals of our schools)
and employees involved with continuing training programmes and/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. Our chief financial officer, Mr. Xu Bin, is responsible for ensuring our overall on-going
compliance.

With respect to our property title defects, we have implemented the following internal control measures to ensure
our compliance with property laws and regulations:

. Before we purchase any properties and enter into any new lease, our directors and senior management will
conduct enhanced due diligence to ensure there are no title issues and legal issues. The enhanced due
diligence includes, among others, (i) examining the relevant land use right certificates and building title
ownership documents; (ii) verifying such certificates and documents with the land administration authority
and building administration authority and confirming the ownership; (iii) checking with building
administration authority to ascertain whether any mortgage, charge or other security are attached to the
building; and (iv) conducting site visits;

. We will obtain the requisite licences and permits (including but not limited to land use right certificates and
building ownership certificates) as and when required by the laws and regulations and follow the requisite
procedures relating to construction and work completion of buildings;

. We have engaged Tian Yuan Law Firm, our PRC Legal Advisor, to advise us on the issues relating to title
of properties and compliance of property laws and regulations;

. We have established a set of policies and procedures for property purchase and leasing arrangement to
enhance our internal approval process; and

J Mr. Xu Bin, our chief financial officer, will monitor the implementation of the above measures and will
check whether there is any non-compliance going forward.
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In addition, we have also implemented the following internal control measures to ensure our compliance with
relevant social security laws and regulations:

. The manager of the human resources departments of our Group will review the reporting and contributions
of social insurance and housing provident fund for the employees of our Group regularly;

. Our human resources department will also consult Tian Yuan Law Firm, our PRC legal advisor, on the
requirements under the relevant PRC laws and regulations in relation to social insurance and housing
provident fund;

. Training on relevant social security and housing provident fund laws and regulations will be arranged for
our management from time to time to keep them abreast of these areas;

. Our human resources department will organise information sessions for our employees and urge them to
make contributions/payments in accordance with relevant social security and housing provident fund laws
and regulations; and

. The manager of the human resources department will report to Mr. Xu Bin, our chief financial officer, on
the legal and regulatory compliance and provide improvement recommendations when required.

Taking into account the internal control measures implemented by us in connection with the non-compliance
incidents disclosed under the paragraph headed “— Legal Proceedings and Compliance” in this section, the on-
going monitoring and supervision by our Board and the principals of our schools with the assistance from
professional external advisers where required, and the fact that, as confirmed by the Directors, the non-
compliance incidents did not involve fraud or dishonesty, our Directors are of the view that our enhanced internal
control measures are adequate and effective; the suitability of our Directors is compliant with Rules 3.08 and
3.09 of the Listing Rules; and our Company is suitable for listing under Rule 8.04 of the Listing Rules. Based on
the due diligence documents, discussions with our Directors, our PRC’s Legal Advisers and our Directors’
confirmation, the Sole Sponsor concurs with the views of our Directors.

Risk Management

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

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 schools,
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, including school liability insurance; 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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CONTRACTUAL ARRANGEMENTS

BACKGROUND TO THE CONTRACTUAL ARRANGEMENTS

We currently conduct our private education business through our consolidated affiliated entities in the PRC as
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. PRC
laws and regulations currently prohibit foreign ownership of primary and middle schools in the PRC and restrict
the operation of kindergartens, high schools and higher education institutions to Sino-foreign ownership, in
addition to imposing a qualification requirement on the foreign owners. Further, government approvals in respect
of Sino-foreign ownership in the private education sector have, with very limited exception, been withheld. We
do not hold any direct equity interest 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 EDUCATION
INDUSTRY

Primary school and middle school education

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 35 R M) G AZE g
HE RO (2 e R Y EU S ) 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 (Amended in 2015) (OMFABCEESEIEE ABL) 20154FE7T) (the
“Foreign Investment Catalogue”).

Under the Foreign Investment Catalogue, the latest amendment to which was promulgated by the NDRC and the
MOFCOM in March 2015 and became effective on 10 April 2015, primary schools and middle schools offering
compulsory education for students from grade one to nine fall within the “prohibited” category. As a result of the
prohibition on foreign ownership, foreign investors (including individuals, companies, partnerships, educational
institution and any other entities) are prohibited from owning primary schools or middle schools in the PRC,
whether through direct investments or through wholly-owned subsidiaries in the PRC.

For this reason, the primary and middle schools operated by us in the PRC are held by Zhengzhou YuHua
Education Investments, which is directly or indirectly wholly-owned by the Registered Shareholders, and
controlled by us pursuant to the Contractual Arrangements.

Our PRC Legal Adviser has opined that all possible actions or steps necessary for it to confirm that the
Contractual Arrangements with respect to the operation of primary and middle school businesses are valid, legal
and binding and do not contravene PRC laws and regulations have been taken.

Kindergarten, high school and higher education

Pursuant to the Foreign Investment Catalogue, the provision of kindergarten, high school and higher education in
the PRC falls within the “restricted” category. In particular, the Foreign Investment Catalogue explicitly restricts
kindergartens, high schools and higher education institutions to Sino-foreign cooperation, which means that
foreign investors may only operate kindergarten, high schools and higher education institutions through joint
ventures with PRC incorporated entities that are in compliance with the Sino-Foreign Regulation. In addition, the
Foreign Investment 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 cooperative educational institution (the “Foreign Control Restriction”).
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In relation to the interpretation of Sino-foreign cooperation, pursuant to the Regulation on Sino-Foreign
Cooperation in Operating Schools (113 A RILANE A5 VEHFEL G A), 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 a kindergarten, high school and higher education institutions (a “Sino-
Foreign 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 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.

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.

On 7 September 2016, with the assistance of our PRC Legal Adviser, we consulted a responsible officer of the
Policy and Regulation Office of the Education Department of Henan Province, being the competent authority as
advised by our PRC Legal Adviser to issue such confirmation. We were advised by the aforesaid responsible
officer that the execution of the Contractual Arrangements is not restricted or prohibited by PRC laws and
regulations and does not require approval from the education authorities. Our PRC Legal Adviser is of the view
that the aforesaid responsible officer is the competent person to provide the confirmation on the basis that
according to the official website of the Education Department the Policy and Regulations Office is responsible
for, among other things, enforcement and supervision of laws and regulations relating to the education system.

On 14 July, 30 September, 4 November 2016 and 23 December 2016, with the assistance of our PRC Legal
Adviser, we consulted the director of the International Cooperation and Exchange Office of the Education
Department of Henan Province (the “office director”), being the competent authority as advised by our PRC
Legal Adviser to issue such confirmation in respect of the matters relating to the Sino-Foreign Joint Venture
Private Schools relevant to us. We were advised by the office director that:

1. the Foreign Ownership Restriction applies to Sino-Foreign Joint Venture Private Schools in Henan
Province;

2. it currently does not intend to approve Sino-Foreign Joint Venture Private Schools in the foreseeable
future;

3. Sino-foreign cooperation in operating schools must strictly abide by the Sino-Foreign Regulation and its

Implementing Rules and the two cooperating parties must be equally qualified educational institutions;

4. approvals granted previously for the four Sino-foreign joint venture schools in Henan Province were due
to specific policy reasons and the Group would not be granted approval to set up Sino-Foreign Joint
Venture Private Schools due to policy reasons;

5. the Sino-Foreign Regulation does not prescribe how a foreign investor is considered as having “high
quality of education”; and

6. the schools which we are currently in cooperation with, namely Daejeon Girls’ Middle Schools
(KHZ 7 EEF), Daejeon Middle School (KHHE:£L), Jeju National University (B2 KEY) and
Pukyong National University (B32ZBEK%) may fulfil the Qualification Requirement for foreign
investors should there be any policy of introducing foreign education investors in the future.
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Our PRC Legal Adviser is of the view that the aforesaid office director is the competent person to provide the
confirmation on the basis that they have good and authoritative understanding of the PRC laws and regulations
regarding Sino-foreign cooperative education and its actual implementation in Henan Province 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 which is 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
specific unit responsible for handling the establishment and holding of Sino-foreign cooperative
educational institutions and projects in Henan Province.

Except for four Sino-foreign joint venture schools in Henan Province which were approved by the MOE, our
Company is not aware of any applications in respect of Sino-foreign joint venture schools, whether private or
public, previously submitted for approval with the authority in Henan Province. See the section headed
“Regulations — Regulations on Private Education in the PRC” in this prospectus for further details of the laws
and regulations applicable to private schools in the PRC.

Given the policy adopted by the Education Department of Henan Province as summarised above, it is not
practicable for us to seek to apply to reorganise any of our consolidated affiliated entities as a Sino-Foreign 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 expend 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
Joint Venture Private School 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 Education Industry — Circumstances in which we
will unwind the Contractual Arrangements” and “— PRC Laws and Regulations relating to Foreign Ownership
in the Education Industry — Plan to comply with the Qualification Requirement” in this section for further
details.

Due to the regulatory restrictions stated above, our high schools are in the form of a domestic Chinese high
school and we do not hold any direct equity interest in, but rather control by way of the Contractual
Arrangements with, such schools.

As of the Latest Practicable Date, we had not encountered any interference or encumbrance from any governing
bodies in relation to the Contractual Arrangements. The combined financial results of our consolidated affiliated
entities, which engage in education service, are consolidated into those of our Group. Our PRC Legal Adviser
has opined that each of our consolidated affiliated entities has been legally established and the Contractual
Arrangements in relation to the operation of schools are valid, legal and binding and do not contravene PRC laws
and regulations. According to our PRC Legal Adviser, under PRC laws and regulations, the failure to meet the
Qualification Requirement and the adoption of the Contractual Arrangements to operate our schools do not
render our education business as illegal operations in the PRC.

Circumstances in which we will unwind the Contractual Arrangements

Under the Sino-Foreign Regulation, foreign investment in kindergartens, high schools and higher education
institutions in the PRC is required to be in the form of cooperation between domestic educational institutions and
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foreign educational institutions and subject to the Foreign Ownership Restriction and the Foreign Control
Restriction, foreign investors can only hold less than 50% interest in a Sino-Foreign Joint Venture Private School
and not less than 50% of the governing body of the kindergarten, high school or higher education institution must
be appointed by the Chinese investors.

In the event that the Qualification Requirement is removed or we are able to meet the Qualification Requirement
but (a) the Foreign Ownership Restriction and the Foreign Control Restriction remain; (b) the Foreign Ownership
Restriction remains and the Foreign Control Restriction is removed; (c) the Foreign Ownership Restriction is
removed and the Foreign Control Restriction remains; or (d) both the Foreign Ownership Restriction and the
Foreign Control Restriction are removed, as permitted by the applicable PRC laws and regulations at the relevant
time:

1. in circumstance (a), our Company will partially unwind the Contractual Arrangements and directly hold
an equity interest of less than 50% in the relevant school (such as a 49.99% equity interest) as our
Company or any of its subsidiaries, as a foreign investor, can only hold a portion of the total investment
in a Sino-Foreign Joint Venture Private School up to no more than 50%. However, our Company will not
be able to control such school without the Contractual Arrangements in place with respect to the domestic
interests. Accordingly, if the Foreign Ownership Restriction and the Foreign Control Restriction remain,
regardless of whether the Qualification Requirement is removed, our Company will still rely on the
Contractual Arrangements to establish control over the schools. Our Company will also acquire rights to
appoint members to the board of directors of the school who together shall constitute less than 50% of the
board of directors of the relevant school. We will then control the voting power of the other members of
the board of directors appointed by the domestic interest holder(s) by way of the Contractual
Arrangements;

2. in circumstance (b), we will partially unwind the Contractual Arrangements and directly hold an equity
interest of less than 50% in the relevant school (such as a 49.99% equity interest) as our Company or any
of its subsidiaries, as a foreign investor, can only hold a portion of the total investment in a Sino-Foreign
Joint Venture Private School up to no more than 50%. However, our Company will not be able to control
such school without the Contractual Arrangements in place with respect to the domestic interests. Our
Company will also acquire rights to appoint all members to the board of directors of the school;

3. in circumstance (c), notwithstanding we will be able to hold a majority interest in Sino-Foreign Joint
Venture Private Schools, the Sino-Foreign Regulation still dictates that there be a domestic interest in the
school and we will not be eligible to operate the schools by ourselves. Under such circumstances, we will
acquire rights to appoint members to the board of directors of the school who together shall constitute less
than 50% of the board of directors of the relevant school. We will then control the voting power of such
members appointed by the domestic interest holder(s) by way of the Contractual Arrangements. We also
plan to directly hold the maximum percentage of equity interests permitted by the relevant laws and
regulations in the relevant schools, subject to the approval of relevant government authorities. We will
continue to control the remaining minority domestic interests that our Company intends to consolidate
pursuant to the Contractual Arrangements; and

4. in circumstance (d), our Company will be allowed to directly hold 100% of the interests in our schools
and our Company will fully unwind the Contractual Arrangements and directly hold all equity interest in
the schools. Our Company will also acquire rights to appoint all members to the board of directors of the
schools.

In addition, we have decided that, if the PRC regulatory environment changes and all of the Qualification
Requirement, the Foreign Ownership Restriction and the Foreign Control Restriction are removed (and assuming
there are no other changes in the relevant PRC laws and regulations), WFOE will exercise the call option under
the Exclusive Call Option Agreements in full to unwind the Contractual Arrangements so that we are able to
directly operate our schools without using the Contractual Arrangements or include only the domestic interests
under the Contractual Arrangements.
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On 8 October 2016, the National Development and Reform Commission and the Ministry of Commerce of the
PRC published the No. 22 Announcement of 2016  (FHEARIEFIEEE 58 R UCEER B &
e RSB BB 820 16 4R 5522980 45)  (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 (as
defined in the paragraph headed “— Operation of the Contractual Arrangements — Decision on Amending Four
Inbound Investment Laws” in this section) (i.e., the “Negative List”), should be consistent with the Foreign
Investment Catalogue. Based on the Announcement, the Decision and the current legal regime, our PRC Legal
Adviser advises that the Announcement and the Decision do not seek to change any existing policy for existing
foreign investments (i.e., whether foreign investments are encouraged, permitted, restricted or prohibited in any
particular industry (including the education industry)) and the promulgation of the Announcement and the
Decision should not have any impact on our business operations. Based on the above, the education industry will
most likely be listed on the “Negative List” under the current version of the discussion draft of the proposed
Foreign Investment Law (13 A R LA SNE % 41%) (the “Draft FIL”), which may be issued when the Draft FIL
comes into effect in the future and the details of which are expected to be similar to the Foreign Investment
Catalogue. If however the education industry is not listed on the “Negative List” and our Company can legally
operate our business under the PRC laws, we will then proceed to fully unwind the Contractual Arrangements in
compliance with the applicable PRC laws and regulations and directly hold all equity interests in the PRC
Holdcos.

If we are allowed to hold all equity interests in the PRC Holdcos directly before the Amendment (as defined
below) comes into effect, and to ensure that we can extract the economic benefits from our schools, we intend to
procure our schools to elect to be private schools whose sponsors require “reasonable returns” as and when
appropriate. Such decision to make the election will ultimately be made in the best interests of our Company and
our Shareholders and in compliance with all of the applicable laws and regulations (including but not limited to
the Listing Rules and guidance letters issued by the Stock Exchange from time to time).

Based on the current circumstances and the existing legal regime and as advised by our PRC Legal Adviser, the
Directors are of the view that should we decide to make the election referred to above: (i) we will be able to
make such election for and operate our schools as schools whose sponsors require “reasonable returns” without
any legal impediment; and (ii) we can extract the economic benefits from our schools by ensuring them to
achieve “reasonable returns” and procuring the same to declare and distribute dividends to their respective
holding entities which we own directly. Once our schools have elected to operate as schools whose sponsors
require “reasonable returns”, we will comply with all applicable laws and regulations relating to the operation of
schools whose sponsors require “reasonable returns”. We may, as requested by the relevant tax authorities, be
required to pay income taxes at the tax rate of 25%. Further, as required by the Implementation Rules for the Law
for Promoting Private Education, our schools will be required to allocate a certain amount to its development
fund at the end of their fiscal years for the construction or maintenance of the school or procurement or upgrade
of education equipment which should not be less than 25% of the annual net income of the school instead of the
annual increase in the net assets of the schools (which apply to schools whose sponsors do not require reasonable
returns). Under the Temporary Regulations on Value-added Tax ((H{EBLE17#%])), WFOE as a small-scale
taxpayer will be required to pay value-added tax at a tax rate of 3% for the services rendered to our schools under
the Contractual Arrangements. As WFOE will no longer receive service fees for the purpose of extracting
economic benefits from our schools, WFOE will not be required to pay any value-added tax for such services.

As advised by the Company’s PRC Legal Adviser, none of the current PRC laws and regulations specifically
provides for different requirements or restrictions on private school operators’ ability or qualification for
operating schools whose sponsors require reasonable returns or schools whose sponsors do not require reasonable
returns. Based on the above, we expect that there should not be any operational implication should we procure
our schools to make the aforesaid election.
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Should we decide to operate our schools as for-profit private schools after the Amendment comes into effect, as
advised by our PRC Legal Adviser, other than service fees paid from these schools, we are entitled to obtain the
economic benefits from these for-profit private schools through dividends distributed from these schools (if we
hold the equity interests in the PRC Holdcos directly without the Contractual Arrangements to the extent
permissible under the applicable PRC laws and regulations). For our schools that remain as non-profit private
schools, we will continue to derive the economic benefits from these schools mainly through receiving the
service fees with or without direct ownership in the equity interests of the PRC Holdcos.

Plan to comply with the Qualification Requirement

We have adopted a specific plan and begun to take concrete steps which we reasonably believe are meaningful
endeavours to demonstrate compliance with the Qualification Requirement.

1. On 1 October 2013, we signed a letter of intent with Daejeon Girls’ Middle School (K H %5 H1E:4%) of
Korea Republic (“DGMS”) pursuant to which Daejeon Girls’ Middle School expressed its intent to,
among other things, cooperate with our schools and collaborate in organising exchange and teaching
activities.

2. On 1 October 2013, we signed a letter of intent with Daejeon Middle School (KM HE4%) of Korea
Republic pursuant to which Daejeon Middle School expressed an intent to cooperate with our schools and
collaborate in organising exchange and teaching activities.

3. On 1 October 2013, we signed a letter of intent for cooperation in running schools with DGMS pursuant
to which:

@) DGMS agreed to send Korean speaking teachers to teach Sino-Korean international classes and
Korean language courses at our high school classes and we agreed to bear the related costs;

(ii) we agreed to send our teachers to teach Chinese culture classes and Chinese language courses at
DGMS’s middle school classes and DGMS agreed to bear the related costs;

(iii))  our middle school students may undertake DGMS’s courses and receive certificates upon
completion of the courses; and

(iv)  we will establish an overseas training base for certain graduates of our University at DGMS.

4. On 21 October 2013, Zhengzhou YuHua Elite School signed a cooperation agreement with International
Exchange Department of Jeju National University (2321 K2) of Korea Republic pursuant to which
Jeju National University agreed to, among other things, cooperate with Zhengzhou YuHua Elite School in
respect of Korean language education and cultural exchange programmes and assist in the admission of
graduates of Zhengzhou YuHua Elite School to Jeju National University.

5. On 12 January 2015, Zhengzhou YuHua Elite School signed an agreement with International Exchange
Department of Pukyong National University (B.ZBEK%E) of Korea Republic pursuant to which
Pukyong National University agreed to provide students of Zhengzhou YuHua Elite School with language
training opportunities and assist in the admission of graduates of Zhengzhou YuHua Elite School to
Pukyong National University.

To the best of the Directors’ knowledge and belief, other than the letter of intent for cooperation in running
schools signed with DGMS on 1 October 2013 mentioned above, the abovementioned letters of intent and
agreements are legally binding.

To further demonstrate compliance with the Qualification Requirement, we are also in the process of
communicating or negotiating with certain experienced and reputational overseas education service providers in
various forms of potential cooperation, including but not limited to expanding our school network abroad. We
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will keep our Shareholders informed should we make any substantial progress in reaching cooperation
agreements with these overseas education service providers.

On top of the above, and to prepare for the potential expansion of our business to the overseas, we have
established a Hong Kong subsidiary, HongKong Yuhua, which will serve as the main control hub of our overseas
business and will be responsible for:

1. negotiating and executing contracts for international business cooperation, such as contracts for
cooperation with foreign education institutions in organising international classes or courses;

2. investing in or acquiring overseas education businesses as and when appropriate;
3. holding our overseas intellectual property rights and licensing them to our international partners; and
4. recruiting overseas education business professionals and advisers, and acting as the direct employer of

any personnel based outside the PRC.

Our PRC Legal Adviser is of the view that while Sino-foreign cooperative schools are to be jointly established by
both foreign and domestic educational institutions, 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 that it meets the Qualification Requirement. Based on the interviews
conducted with the Education Department of Henan Province and the steps that we have undertaken as
mentioned above, our PRC Legal Adviser is of the view that we have taken all reasonable steps towards fulfilling
the Qualification Requirement.

For taking the steps mentioned above, we incurred approximately RMB3 million for each of the three years
ended 31 August 2016 and expect to incur RMB3 million for the year ending 31 August 2017. We will disclose
our progress in the implementation of our overseas expansion plans and updates to the Qualification Requirement
in our annual and interim reports to inform the public investors after the Listing as and when appropriate.

We have undertaken to the Stock Exchange that we will:

1. under the guidance of our PRC Legal Adviser, continue to keep ourselves updated with regard to all
relevant regulatory developments and guidance relating to the Qualification Requirement; and

2. provide periodic updates in our annual and interim reports after Listing to inform our Shareholders of our
efforts and actions undertaken with the Qualification Requirement.

OPERATION OF THE CONTRACTUAL ARRANGEMENTS

In order to comply with the PRC laws and regulations as set out above while availing ourselves to international
capital markets and maintaining effective control over all of our operations, on 7 September 2016, our wholly-
owned subsidiary, WFOE entered into various agreements that together constitute the Contractual Arrangements
with, among others, our consolidated affiliated entities, under which substantially all economic benefits arising
from the business of our consolidated affiliated entities are transferred to WFOE to the extent permitted under the
PRC laws and regulations by means of services fees payable by our consolidated affiliated entities to WFOE.
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The following simplified diagram illustrates the flow of economic benefits from our PRC Holdcos to us under
the Contractual Arrangements:

WFOE }\ ] The Registered Shareholders
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Our PRC Holdcos and their subsidiaries

Notes:
“——” denotes direct legal and beneficial ownership in the equity interest.
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‘———” denotes contractual relationship.
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——-=" denotes the control by WFOE over the Registered Shareholders through (1) powers of attorney to exercise all shareholders’ rights in
our PRC Holdcos, (2) exclusive options to acquire all or part of the equity interests in our PRC Holdcos and (3) equity pledges over
the equity interests in our PRC Holdcos.

Summary of the Material Terms of the Contractual Arrangements

A description of each of the specific agreements that comprise the Contractual Arrangements is set out below.

Exclusive Management Consultancy and Business Cooperation Agreements

Pursuant to the exclusive management consultancy and business cooperation agreements dated 7 September 2016
entered into by and between (i) WFOE, YuHua Investment Management and its subsidiary and the Registered
Shareholders, (ii)) WFOE, Zhengzhou YuHua Education Investments and its subsidiaries and the Registered
Shareholders and (iii) WFOE, Zhengzhou Zhongmei Education Investments and its subsidiaries and the
Registered Shareholders (the “Exclusive Management Consultancy and Business Cooperation Agreements”),
WFOE has the exclusive right to provide, or designate any third party to provide each of our consolidated
affiliated entities with corporate management and educational services, intellectual property licensing services as
well as technical and business support services. Such services include the provision of advisory services and
recommendations on asset and business operation, debt disposal, material contracts (including negotiations,
execution and performance of the same), and mergers and acquisitions, educational software, course materials
and research and development, employee on-the-job management training, technology development, transfer and
consulting services, public relation services, market survey, research and consulting services, market
development and planning services, human resources and internal information management, network
development, upgrade and ordinary maintenance services, sales of proprietary products, software, trademark,
domain name and know-how and/or the use of related intellectual property rights, and other additional services as
the parties may mutually agree from time to time. Without WFOE’s prior written consent, none of our
consolidated affiliated entities may accept services covered by the Exclusive Management Consultancy and
Business Cooperation Agreements from any third party.

WFOE owns all intellectual property rights arising out of the performance of this agreement. Our consolidated
affiliated entities agree to pay the entirety of their total income (net of costs, expenses, taxes and payments
required by the relevant laws and regulations to be reserved or withheld).

Pursuant to the Exclusive Management Consultancy and Business Cooperation Agreements, without the prior
written approval from WFOE, our consolidated affiliated entities shall not enter into any transaction (save as
those transactions entered into in the ordinary course of business) that may affect its assets, obligations, rights or
operation, including but not limited to (i) the provision of any security or guarantee in favour of any third party
or the creation of any encumbrances in relation to its assets; (ii) the entering into of any loan or debt obligations
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in favour of any third party; and (iii) in relation to any third party the disposal, acquisition or otherwise dealing of
any assets (including but not limited to intellectual properties) with a value higher than RMB500,000.

In addition, under the Exclusive Management Consultancy and Business Cooperation Agreements, without the
prior written consent of WFOE, none of the consolidated affiliated entities shall change or remove the members
of its board of directors who are appointed by WFOE in accordance with the articles of association of each of our
consolidated affiliated entities. WFOE also has the right to appoint the school principals, general managers,
financial controllers and other senior managers of our consolidated affiliated entities. WFOE has absolute control
over the distribution of dividends or any other amounts to the shareholders of our consolidated affiliated entities
as our consolidated affiliated entities and their shareholders have undertaken not to make any distribution without
WEFOE’s prior written consent.

Exclusive Call Option Agreements

Under the exclusive call option agreements dated 7 September 2016 entered into by and between (i) WFOE,
YuHua Investment Management and the Registered Shareholders, (ii) WFOE, Zhengzhou YuHua Education
Investments and the Registered Shareholders and (iii) WFOE, Zhengzhou Zhongmei Education Investments and
the Registered Shareholders (the “Exclusive Call Option Agreements”), the Registered Shareholders
unconditionally and irrevocably agreed to grant WFOE or its designated third party an exclusive option to
purchase all or part of the equity interests in the PRC Holdcos, as the case may be, for the minimum amount of
consideration permitted by applicable PRC laws and regulations, under circumstances in which WFOE or its
designated third party is permitted under PRC laws and regulations to own all or part of the equity interests of the
PRC Holdcos. Where the purchase price is required by the relevant PRC laws and regulations to be an amount
other than nil consideration, the Registered Shareholders shall return the amount of purchase price they have
received to WFOE or its designated third party. We have the sole discretion to decide when to exercise the
option, and whether to exercise the option in part or in full. The key factor for us to decide whether to exercise
the option is whether the current regulatory restrictions on foreign investment in or control of the educational
business will be removed in the future, the likelihood of which we were not in a position to know or comment on
at the Latest Practicable Date.

In order to prevent the flow of the assets and value of our consolidated affiliated entities to their respective
shareholders, pursuant to the Exclusive Call Option Agreements, none of the assets of our PRC Holdcos are to be
sold, transferred or otherwise disposed of without the written consent of WFOE. In addition, under the Exclusive
Call Option Agreements, none of the Registered Shareholder may transfer or permit the encumbrance of or allow
any guarantee or security to be created on any of his or her equity interests in our PRC Holdcos without WFOE’s
prior written consent.

In the event that the Registered Shareholders receive any profit distribution or dividend from our PRC Holdcos,
the Registered Shareholders must immediately pay or transfer such amount (subject to the relevant tax payment
being made under the relevant laws and regulations) to WFOE or its designated third party. If WFOE exercises
this option, all or any part of the equity interests in our PRC Holdcos acquired would be transferred to WFOE
and the benefits of equity ownership would flow to WFOE and its shareholders.

Equity Pledge Agreements

Pursuant to the equity pledge agreements dated 7 September 2016 entered into by and between (i) WFOE,
YuHua Investment Management and the Registered Shareholders, (ii) WFOE, Zhengzhou YuHua Education
Investments and the Registered Shareholders and (iii) WFOE, Zhengzhou Zhongmei Education Investments and
the Registered Shareholders (the “Equity Pledge Agreements”), the Registered Shareholders unconditionally
and irrevocably pledged all of the equity interests in YuHua Investment Management, Zhengzhou YuHua
Education Investments and Zhengzhou Zhongmei Education Investments respectively, to WFOE to guarantee (i)
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performance of the obligations of YuHua Investment Management, Zhengzhou YuHua Education Investments
and Zhengzhou Zhongmei Education Investments and their respective subsidiaries under the Exclusive
Management Consultancy and Business Cooperation Agreements, (ii) performance of their and the Registered
Shareholders’ obligations under the Exclusive Call Option Agreements and the Powers of Attorney (as defined
below). Under the Equity Pledge Agreements, the Registered Shareholders have agreed that, without the prior
written consent of WFOE, they will not transfer or dispose the pledged equity interests or create or allow any
third party to create any encumbrance on the pledged equity interests that would prejudice WFOE’s interest.

We filed the Equity Pledge Agreements, the identification cards of the shareholders, the business licences of our
consolidated affiliated entities and other relevant documents with the corresponding local State Administration
Bureau for Industry and Commerce and completed the registrations for the three equity pledges. The equity
pledge registration of YuHua Investment Management was completed on 22 September 2016, with the Hainan
Yangpu Administration Bureau for Industry and Commerce. The equity pledge registration of Zhengzhou YuHua
Education Investments was completed on 9 September 2016, with the Zhengzhou Administration Bureau for
Industry and Commerce. The equity pledge registration of Zhengzhou Zhongmei Education Investments was
completed on 13 September 2016, with the Zhengzhou Administration Bureau for Industry and Commerce. Our
PRC Legal Adviser has confirmed that the Equity Pledge Agreements have been duly registered with the relevant
PRC legal authority pursuant to the PRC laws and regulations. The Equity Pledge Agreements shall remain valid
until (i) the satisfaction of all the contractual obligations of YuHua Investment Management, Zhengzhou YuHua
Education Investments and Zhengzhou Zhongmei Education Investments and their respective subsidiaries and
the Registered Shareholders in full under the Exclusive Management Consultancy and Business Cooperation
Agreements, Exclusive Call Option Agreements and the Powers of Attorney, or (ii) the nullification or
termination of the Exclusive Management Consultancy and Business Cooperation Agreements, the Exclusive
Call Option Agreements and the Powers of Attorney, whichever is later.

To further enhance our Company’s security over our schools, our Company has taken measures to ensure that the
company seals of the schools are properly secured, are within the full control of the Company and cannot be used
by the Registered Shareholders without their permission. Such measures include arranging for the company seals
of the schools to be kept in the safe custody of the finance department of our Group and setting up lines of
authority for using the company seals, financial chops and business registration certificates such that the
company seals, financial chops and business registration certificates can only be used under direct authorisation
of our Company.

Powers of Attorney

Each of the Registered Shareholders has executed an irrevocable power of attorney dated 7 September 2016 (the
“Powers of Attorney”) appointing WFOE, or any person designated by WFOE (excluding Mr. Li, Ms. Li or
other non-independent persons or persons who may give rise to conflicts of interests), as his or her attorney-in-
fact to appoint directors and vote on his or her behalf on all matters of YuHua Investment Management,
Zhengzhou YuHua Education Investments or Zhengzhou Zhongmei Education Investments requiring
shareholders’ approval under its respective articles of associations and under the relevant PRC laws and
regulations. These Powers of Attorney remain effective as long as the Registered Shareholders remain
shareholders of YuHua Investment Management, Zhengzhou YuHua Education Investments or Zhengzhou
Zhongmei Education Investments, unless WFOE requests to replace the appointed designee under the Powers of
Attorney.

The articles of association of our PRC Holdcos state that the shareholders, in a shareholders’ meeting, have the
power to approve its operating strategy and investment plan, elect the members of the board of directors and
approve their compensation, and review and approve the annual budget and earning distribution plan. Therefore,
through the irrevocable power of attorney arrangement, we and WFOE, have the ability to exercise effective
control over our PRC Holdcos through shareholder votes and, through such votes, to also control the composition
of the board of directors for our PRC Holdcos.
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In addition, the Powers of Attorney specifically provide that the attorney-in-fact is entitled to sign minutes, file
documents with the relevant companies registries.

Those of our powers to direct the activities of our PRC Holdcos that most significantly impact these entities’
economic performance include:

1. as the attorney-in-fact of shareholders, we elect all members of the board of directors for each of our PRC
Holdcos, approve the director compensation, review and approve annual budget and vote on all matters
that requiring approval from shareholders;

2. through the control over the boards of directors of our PRC Holdcos, we appoint all senior management,
approve executive compensation and review and approve operating, investing, and financing plans; and

3. through control over the management team, we effectively control the daily operations of our PRC
Holdcos.

Dispute Resolution

In the event of any dispute with respect to the interpretation or performance of the provisions, each of the
Exclusive Management Consultancy and Business Cooperation Agreements, Exclusive Call Option Agreements
and Equity Pledge Agreements stipulate that the parties shall negotiate in good faith to resolve the dispute. In the
event the parties fail to reach an agreement on the resolution of such a dispute, any party may submit the relevant
dispute to the China International Economic and Trade Arbitration Commission for arbitration, in accordance
with the then effective arbitration rules. The arbitration shall be conducted in Beijing, and the language used
during arbitration shall be Chinese. The arbitration ruling shall be final and binding on all parties.

The dispute resolution clause of each of the Contractual Arrangements also provide that the arbitral tribunal may
award remedies over the shares or land assets of our consolidated affiliated entities, injunctive relief (e.g. for the
conduct of business or to compel the transfer of assets) or order the winding up of the consolidated affiliated
entities; and the courts of Hong Kong, the Cayman Islands (being the place of incorporation of our Company)
and the PRC (being the place of incorporation of our consolidated affiliated entities) also have jurisdiction for the
grant and/or enforcement of the arbitral award and the interim remedies against the shares or properties of our
consolidated affiliated entities.

However, our PRC Legal Adviser has advised that the tribunal has no power to grant such injunctive relief, nor
will it be able to order the winding up of our consolidated affiliated entities pursuant to current PRC laws. In
addition, interim remedies or enforcement orders granted by overseas courts such as those of Hong Kong and the
Cayman Islands may not be recognisable or enforceable under the current PRC laws.

Our PRC Legal Adviser has advised us that the practical consequences for the Group arising from the possible
non-enforceability of provisions in the agreements underlying the Contractual Arrangements are as follows:

1. should WFOE intend to seek interim remedies in support of the arbitration when formation of the arbitral
tribunal is pending or under appropriate circumstances, WFOE may either seek (i) the interim remedies
available from a PRC arbitral tribunal described below, or (ii) the interim remedies before a PRC court
pursuant to Articles 100 and 101 of the PRC Civil Procedure Law and Article 28 of the PRC Arbitration
Law, rather than before any courts in Hong Kong or the Cayman Islands.

2. under the current PRC law, the remedies that arbitral tribunals, including the China International
Economic and Trade Arbitration Commission, are empowered to award are limited to the following:

. cessation of infringements;
. removal of obstacles;
. elimination of dangers;
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. return of property;
. restoration of original condition;
. repair, reworking or replacement;
. compensation for losses;
. payment of breach of contract damages;
. elimination of ill effects and rehabilitation of reputation; and
. extension of apology.
3. as the remedies that the China International Economic and Trade Arbitration Commission is empowered

to award do not include injunctive reliefs or winding up orders, under PRC law, WFOE can only seek
similar but not identical remedies, such as cessation of infringements or return of property, from the
China International Economic and Trade Arbitration Commission. Alternatively, WFOE may seek similar
remedies from a competent court, such as interim measures (e.g., asset preservation) over the assets or
shares of our consolidated affiliated entities and winding up orders against the consolidated affiliated
entities under appropriate circumstances.

4. even if the abovementioned provisions may not be enforceable under the current PRC laws, our PRC
Legal Adviser has confirmed that the remaining provisions of the dispute resolution clauses are legal,
valid and binding on the parties to the agreements under the Contractual Arrangements.

Succession

The provisions set out in the Contractual Arrangements are also binding on the successors of the Registered
Shareholders, as if each of the successors was a signing party to the Contractual Arrangements. Although our
Contractual Arrangements do not specify the identity of the successors to such shareholders, under the succession
law of the PRC, the statutory successors include the spouse, children, parents, brothers, sisters, paternal
grandparents and the maternal grandparents and any breach by the successors would be deemed to be a breach of
the Contractual Arrangements. In case of a breach, WFOE or our Company can enforce its right against the
successors. Further, pursuant to the Powers of Attorney, in the event of death or any other event which causes the
inability of any of the Registered Shareholders to perform their day-to-day obligations, the successor of any of
the Registered Shareholders is to inherit any of the rights and obligations of any of the Registered Shareholders
subject to him or her being bound by the provisions of the Powers of Attorney.

Therefore, our PRC Legal Adviser is of the view that (i) the Contractual Arrangements provide protection to our
Group even in the event of death of the Registered Shareholders; and (ii) the death of any of the Registered
Shareholders would not affect the validity of the Contractual Arrangements, and WFOE or our Company can
enforce its rights under the Contractual Arrangements against the successors of the Registered Shareholders.

Conflicts of Interests

To ensure our effective control over our consolidated affiliated entities, we have implemented measures to
protect against the potential conflicts of interest between our Company and the Registered Shareholders.
Pursuant to the Exclusive Call Option Agreements, the Registered Shareholders granted us or our designated
third party an exclusive option to purchase part or all of the equity interests in our PRC Holdcos, under
circumstances in which we or our designated third party is permitted under PRC laws and regulations to own all
or part of the equity interests in our PRC Holdcos. Under the irrevocable Powers of Attorney executed by each of
the Registered Shareholders, they appointed WFOE, or any person designated by WFOE (excluding Mr. Li, Ms.
Li or other non-independent persons or persons who may give rise to conflicts of interests) as their respective
attorney-in-fact to appoint directors and vote on their behalf on all matters of our PRC Holdcos requiring
shareholders’ approval under their articles of associations and under the relevant PRC laws and regulations.
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Furthermore, there are mechanisms in place to protect against the spouses of Mr. Li and Ms. Li from exercising
any control or influence over the consolidated affiliated entities. Each of the spouses of Mr. Li and Ms. Li
executed an irrevocable undertaking dated 7 September 2016 (the “Spouse’s Undertaking”) whereby the spouse
expressly and irrevocably (i) acknowledge the entry into of the Contractual Arrangements by Mr. Li and Ms. Li
(as the case may be); (ii) undertake that he or she shall not take any actions that are in conflict with purpose and
intention of the Contractual Arrangements, including but not limited to acknowledging that any equity interests
held by Mr. Li or Ms. Li (as the case may be) do not fall within the scope of their community properties; and (iii)
confirm that his or her consent and approval is not required for the implementation of the Contractual
Arrangements, any amendments thereto or the termination thereof.

The Registered Shareholders have undertaken that during the period that the Contractual Arrangements remain
effective, (i) unless otherwise agreed to by WFOE in writing, they will not, directly or indirectly (either on their
own account or through any natural person or legal entity) participate, or be interested, or engage in, acquire or
hold (in each case whether as a shareholder, partner, agent, employee or otherwise) any business which is or may
potentially be in competition with the businesses of our consolidated affiliated entities or any of their respective
affiliates; and (ii) they will not obtain any benefit from any entities or businesses which are or may potentially be
in competition with businesses of our consolidated affiliated entities. Based on the above, our Directors are of the
view that the measures we have adopted are sufficient to mitigate the risks associated with the potential conflicts
of interest between our Group and the Registered Shareholders and that these measures are sufficient to protect
our Group’s interest in the consolidated affiliated entities.

Loss Sharing

None of the agreements constituting the Contractual Arrangements provide that the Company or WFOE is
obligated to share the losses of our consolidated affiliated entities or provide financial support to our consolidated
affiliated entities. Further, each of our PRC Holdcos is a limited liability company and shall be solely liable for
its own debts and losses with assets and properties owned by it. Under PRC laws and regulations, our Company
or WFOE, as the primary beneficiary of our consolidated affiliated entities, is not required to share the losses of
our consolidated affiliated entities or provide financial support to our consolidated affiliated entities. Despite the
foregoing, given that our Group conducts its businesses in the PRC through our consolidated affiliated entities
which hold the requisite PRC licences and approvals, and that our consolidated affiliated entities’ financial
condition and results of operations are consolidated into our Company’s Combined Financial Statements and
results of operations under the applicable accounting principles, our Company’s business, financial condition and
results of operations would be adversely affected if our consolidated affiliated entities suffer losses. Therefore,
the provisions in the Contractual Arrangements are tailored so as to limit, to the greatest extent possible, the
potential adverse effect on WFOE and our Company resulting from any loss suffered by our consolidated
affiliated entities.

For instance, as provided in the Exclusive Call Option Agreements, none of the assets of our consolidated
affiliated entities are to be sold, transferred or otherwise disposed of without the written consent of our Company.
In addition, under the Exclusive Call Option Agreements, none of the Registered Shareholders may transfer or
permit the encumbrance of or allow any guarantee or security to be created on any of his or her equity interests in
our PRC Holdcos without our Company’s prior written consent.

In addition, under the Exclusive Management Consultancy and Business Cooperation Agreements, without the
prior written consent of WFOE, our consolidated affiliated entities shall not change or remove the members of
the boards of directors who are appointed by WFOE in accordance with the memorandum and articles of
association of each of our consolidated affiliated entities. WFOE also has the right to appoint the school
principals, financial controllers and other senior managers of our consolidated affiliated entities. WFOE has
absolute control over the distribution of dividends or any other amounts to the shareholders of our consolidated
affiliated entities as our consolidated affiliated entities and their Registered Shareholders have undertaken not to
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make any distribution without the prior written consent of WFOE. WFOE also has the right to periodically
receive or inspect the accounts of our consolidated affiliated entities and the financial results of our consolidated
affiliated entities can be consolidated into our Group’s financial information as if they were our Group’s
subsidiaries.

Liquidation

According to the Exclusive Management Consultancy and Business Cooperation Agreements and the Exclusive
Call Option Agreements, the Registered Shareholders have undertaken to appoint a committee designated by
WFOE as the liquidation committee upon the winding up of our consolidated affiliated entities to manage their
assets. However, in the event of a mandatory liquidation required by PRC laws or bankruptcy liquidation, all of
the remaining assets and residual interests of consolidated affiliated entities shall be transferred to WFOE after
such liquidation pursuant to PRC laws.

Insurance

Our Company does not maintain an insurance policy to cover the risks relating to the Contractual Arrangements.

Our Confirmation

As of the Latest Practicable Date, we had not encountered any interference or encumbrance from any PRC
governing bodies in operating its businesses through our consolidated affiliated entities under the Contractual
Arrangements.

LEGALITY OF THE CONTRACTUAL ARRANGEMENTS

Based on the above, our PRC Legal Adviser is of the opinion that the Contractual Arrangements are narrowly
tailored to minimise the potential conflict with relevant PRC laws and regulations and that:

1. each of WFOE and our consolidated affiliated entities is a duly incorporated and validly existing
company or school, and their respective establishment is valid, effective and complies with the relevant
PRC laws, each of the Registered Shareholders is a natural person with full civil and legal capacity, and
each of WFOE, our consolidated affiliated entities and the Registered Shareholders has obtained all
necessary board and shareholder approvals and authorisations to execute and perform the Contractual
Arrangements;

2. as of the date of issuing their legal opinion, no PRC laws and regulations explicitly prohibit contractual
arrangements in the private education industry in the PRC and none of the content or the execution of the
Contractual Arrangements violates any provisions of PRC laws. Parties to each of the agreements are
entitled to execute the agreements and perform their respective obligations thereunder. Each of the
agreements is binding on the parties thereto and none of them would be deemed as “concealment of
illegal intentions with a lawful form™ and void under the PRC Contract Law;

3. none of the Contractual Arrangements violates any provisions of the articles of association of our
consolidated affiliated entities or WFOE;

4. each of the Contractual Arrangements is binding on the assignees or successors of the parties thereto. In
the event of bankruptcy of any of our consolidated affiliated entities, WFOE or our Company is entitled
to enforce its rights against the assignees or successors of any of the shareholder of our consolidated
affiliated entities;

5. the parties to each of the Contractual Arrangements are not required to obtain any approvals or
authorisations from the PRC governmental authorities, except that the Exclusive Call Option Agreements
are subject to approval by the MOFCOM or its branch, and registration with the local administration
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bureau for industry and commerce upon the exercise by the Company of its rights under the Exclusive
Call Option Agreements to acquire all or part of the equity interests in our PRC Holdcos. On 8 August
2006, six PRC governmental and regulatory agencies, including the MOFCOM and the CSRC,
promulgated the M&A Rules, a regulation with respect to the mergers and acquisitions of domestic
enterprises by foreign investors that became effective on 8 September 2006 and revised on 22 June 2009.
Pursuant to the M&A Rules, the acquisition of a PRC domestic enterprise by a Foreign Investor (as
defined in the M&A Rules) is subject to approval by, and registration with the relevant PRC regulatory
authorities. In the event that our Company exercises its rights under the Exclusive Call Option
Agreements to acquire all or part of the equity interests in our PRC Holdcos, it may be required to obtain
the approval of relevant PRC regulatory authorities pursuant to the M&A Rules;

6. neither WFOE nor our Company is obligated to share the losses of our consolidated affiliated entities and
the Registered Shareholders or provide financial support to our consolidated affiliated entities and the
Registered Shareholders. Each of our consolidated affiliated entities is a limited liability company or
school and is solely liable for its own debts and losses attributable to the assets and properties owned by
it;

7. each of the Contractual Arrangements is valid, legal and binding under PRC laws, except for the
following provisions regarding dispute resolution and the liquidating committee:

(i) the Contractual Arrangements provide that any dispute shall be submitted to the China International
Economic and Trade Arbitration Centre for arbitration, in accordance with the then effective
arbitration rules. The arbitration shall be conducted in Beijing. They also provide that the arbitrator
may award interim remedies over the shares or land assets of our consolidated affiliated entities or
injunctive relief (e.g. for the conduct of business or to compel the transfer of assets) or order the
winding up of our consolidated affiliated entities; and the courts of Hong Kong, the Cayman Islands
(being the place of incorporation of the Company) and the PRC (being the place of incorporation of
our consolidated affiliated entities) also have jurisdiction for the grant and/or enforcement of the
arbitral award and the interim remedies against the shares or properties of our consolidated affiliated
entities. However, our PRC Legal Adviser has advised that the tribunal has no power to grant such
injunctive relief, nor will it be able to order the winding up of our consolidated affiliated entities
pursuant to the current PRC laws. In addition, interim remedies or enforcement order granted by
overseas courts such as those of Hong Kong and the Cayman Islands may not be recognisable or
enforceable in the PRC; and

(i) the Contractual Arrangements provide that the shareholders of our consolidated affiliated entities
undertake to appoint a committee designated by WFOE as the liquidation committee upon the
winding up of our consolidated affiliated entities to manage their assets. However, in the event of a
mandatory liquidation required by PRC laws or bankruptcy liquidation, these provisions may not be
enforceable under PRC Laws.

Our Directors are of the view that the Contractual Arrangements are narrowly tailored because the Contractual
Arrangements are only used to enable our Group to control our consolidated affiliated entities which engage in
the operation of kindergartens, primary schools, middle schools, high schools and higher education where the
PRC laws and regulations currently prohibit foreign ownership of primary schools and middle schools in the
PRC and restrict operation of kindergartens, high schools and higher education institutions to Sino-foreign
ownership, in addition to imposing Qualification Requirements on the foreign owners and withholding
government approval in respect of Sino-foreign ownership which are currently impracticable for us to meet or
obtain.

Our schools are currently held through the PRC Holdcos which are special investment vehicles established to
hold the schools and do not carry out any other business. Our PRC Legal Adviser advises (i) that our ability to
enforce our rights and protect our interests under the current Contractual Arrangements is no less effective than

151



CONTRACTUAL ARRANGEMENTS

in the case where the Contractual Arrangements were entered into directly between WFOE, the Registered
Shareholders and each of our schools only; and (ii) that the current structure of the Contractual Arrangement
offers the best available protection in our favour under the PRC laws and regulations due to the existence of the
PRC Holdcos and the pledge over the equity interests in the PRC Holdcos created pursuant to the Equity Pledge
Agreements. As advised by our PRC Legal Adviser, schools sponsors cannot pledge their interests in their
schools and any purported pledge of such interests (if any) would be unenforceable under the PRC laws and
regulations. Accordingly, it is necessary and in our best interest for WFOE to adopt the current structure of the
Contractual Arrangements to maintain our control over the PRC Holdcos and our schools.

Our PRC Legal Adviser further advises that WFOE’s right to receive the service fees from our consolidated
affiliated entities does not contravene any PRC laws or regulations and that the 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. The service fees are paid by PRC Holdcos and the schools (i.e., the consolidated affiliated
entities) as consideration for obtaining services provided by WFOE. The services provided by WFOE include,
among other things, providing educational software and course materials, employee training, technology
development, transfer and consultation services, public relation services, market surveys, and trademark and
know-how licensing, in each case as required by the consolidated affiliated entities in their ordinary course of
business. According to our PRC Legal Adviser, no current PRC laws or regulations restrict or prohibit WFOE’s
contractual rights to receive service fees from our consolidated affiliated entities (which include the PRC
Holdcos and our schools) for the services rendered under the Contractual Arrangements irrespective of whether
our schools are being operated as schools of which the sponsors require “reasonable returns” or schools of which
the sponsors do not require “reasonable returns” or for-profit schools or non-profit schools. On 4 November
2016, with the assistance of our PRC Legal Adviser, we consulted the responsible officer of the Development
and Planning Office of the Education Department of Henan Province, being the competent authority as advised
by our PRC Legal Adviser to issue such confirmation in respect of the matters relating to the operation and
management of the schools. We were advised by the aforesaid responsible officer that the payment of service
fees is made on the basis of the service relationship between WFOE and the PRC Holdcos and our schools,
which will not be regarded as “reasonable returns” being distributed to the sponsors of the schools. During the
period from 12 July 2016 to 15 July 2016, with the assistance of our PRC Legal Adviser, we also consulted with
the relevant local tax bureaus where our schools are located and the officials confirmed that the payment of
service fees will not be deemed as circumvention of the selection made by the sponsors of our schools to not
require “reasonable returns”, nor will it affect the preferential tax treatments of the schools.

We have been advised by our PRC Legal Adviser, however, that there are substantial uncertainties regarding the
interpretation and application of current and future PRC laws and regulations. Accordingly, there can be no
assurance that the PRC regulatory authorities will not in the future take a view that is contrary to the above
opinion of our PRC Legal Adviser. We have been further advised by our PRC Legal Adviser that if the PRC
government finds that the Contractual Arrangements do not comply with PRC government restrictions on foreign
investment in the education business, we could be subject to severe penalties, which could include:

1. revoking the business and operating licences of WFOE and our consolidated affiliated entities;

2. restricting or prohibiting related party transactions between WFOE and our consolidated affiliated
entities;

3. imposing fines or other requirements with which we, WFOE and our consolidated affiliated entities may

find it difficult or impossible to comply;

4. requiring us, WFOE and our consolidated affiliated entities to restructure the relevant ownership structure
or operations; and

5. restricting or prohibiting the use of any proceeds from the Global Offering to finance our business and
operations in the PRC.

152



CONTRACTUAL ARRANGEMENTS

The imposition of any of these penalties could have a material adverse effect on our ability to conduct our
business. See the section headed “Risk Factors — Risks Relating to our Contractual Arrangements” in this
prospectus.

Accounting Aspects of the Contractual Arrangements
Consolidation of Financial Results of our Consolidated Affiliated Entities

Under the Exclusive Management Consultancy and Business Cooperation Agreements, it was agreed that, in
consideration of the services provided by WFOE, each of the consolidated affiliated entities will pay services
fees to WFOE. The services fees, subject to WFOE’s adjustment, are equal to the entirety of the total income of
the consolidated affiliated entities (net of costs, expenses, taxes and payments required by the relevant laws and
regulations to be reserved or withheld). WFOE may adjust the services fees at its discretion and allow the
consolidated affiliated entities to retain sufficient working capital to carry out any growth plans. WFOE also has
the right to periodically receive or inspect the accounts of the consolidated affiliated entities. Accordingly,
WFOE has the ability, at its sole discretion, to extract substantially all of the economic benefit of the
consolidated affiliated entities through the Exclusive Management Consultancy and Business Cooperation
Agreements.

In addition, under the Exclusive Management Consultancy and Business Cooperation Agreements, WFOE has
absolute contractual control over the distribution of dividends or any other amounts to the equity holders of the
consolidated affiliated entities as WFOE’s prior written consent is required before any distribution can be made.
In the event that the registered shareholders of the consolidated affiliated entities receive any profit distribution
or dividend from the consolidated affiliated entities, the registered shareholders must immediately pay or transfer
such amount (subject to the relevant tax payment being made under the relevant laws and regulations) to the
Company.

As a result of these Contractual Arrangements, our Company has obtained control of the consolidated affiliated
entities through WFOE and, at our Company’s sole discretion, can receive substantially all of the economic
interest returns generated by the consolidated affiliated entities. Accordingly, the consolidated affiliated entities’
results of operations, assets and liabilities, and cash flows are consolidated into the Company’s financial
statements.

In this regard, our Directors consider that the Company can consolidate the financial results of the consolidated
affiliated entities into our Group’s financial information as if they were our Company’s subsidiaries. The basis of
consolidating the results of the consolidated affiliated entities is disclosed in note 3 to the Accountants’ Report
set out in Appendix I to this prospectus.

DEVELOPMENT IN PRC LEGISLATION ON FOREIGN INVESTMENT
Draft New Foreign Investment Law

The MOFCOM published a discussion draft of the proposed Foreign Investment Law
(2N RILANE S £ 412 (the “Draft FIL”) in January 2015 aiming to, upon its enactment, replace the major
existing laws and regulations governing foreign investment in the PRC. The MOFCOM has solicited comments
on this draft and substantial uncertainties exist with respect to its final form, enactment timetable, interpretation
and implementation. The Draft FIL, if enacted as proposed, may materially impact the entire legal framework
regulating foreign investments in the PRC.

Among other things, the Draft FIL purports to introduce the principle of “actual control” in determining whether
a company is considered a foreign invested enterprise, or an foreign invested entity (“FIE”). The Draft FIL
specifically provides that entities established in the PRC but “controlled” by foreign investors will be treated as
FIEs, whereas an entity organised in a foreign jurisdiction, but cleared by the authority in charge of foreign
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investment as “controlled” by PRC entities and/or citizens, would nonetheless be treated as a PRC domestic
entity for investment in the “restricted category” on the “negative list” to be issued, subject to the examination of
the relevant authority in charge of foreign investment. For these purposes, “control” is broadly defined in the
draft law to cover any of the following summarised categories:

* holding directly or indirectly 50% or more of the equity interest, assets, voting rights or similar equity
interest of the subject entity;

e 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

e 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 FIE. “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 defines “actual controllers” as the natural persons or enterprises that directly or indirectly control
foreign investors or foreign-invested enterprises.

If an entity is determined to be an FIE, and its investment amount exceeds certain thresholds or its business
operation falls within a “negative list” to be separately issued by the State Council in the future, market entry
clearance by the authority in charge of foreign investment would be required.

The “variable interest entity” structure, or VIE structure, has been adopted by many PRC-based companies, and
has been adopted by our Company in the form of the Contractual Arrangements, to establish control of our
consolidated affiliated entities by WFOE, through which we operate our education business in PRC. Under the
Draft FIL, variable interest entities that are controlled via contractual arrangements would also be deemed as
FIEs, if they are ultimately “controlled” by foreign investors. For companies with a VIE structure in an industry
category that is in the “restricted category” on the “negative list” it is possible that the existing VIE structure may
be deemed legitimate only if the ultimate controlling person(s) is/are of PRC nationality (either PRC state-owned
enterprises or agencies, or PRC citizens). Conversely, if the actual controlling person(s) is/are of foreign
nationalities, then the variable interest entities will be treated as FIEs and any operation in the industry category
on the “negative list” without market entry clearance may be considered as illegal.

Pursuant to the Draft FIL, as far as the new VIE structures are concerned, if a domestic enterprise under the VIE
structure is controlled by Chinese nationals, such 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, such 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 permission.

The Draft FIL stipulates restriction of foreign investment in certain industry sectors. The “negative list” sets out
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 sector 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
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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, provided that the
foreign investors are required to fulfil certain conditions and apply for permission before making such
investment.

Notwithstanding that the accompanying explanatory notes to the Draft FIL (the “Explanatory Notes”) do not
provide a clear direction in dealing with VIE structures existing before the Draft FIL becoming effective, which
were still pending for further study as of the Latest Practicable Date, the Explanatory Notes contemplate three
possible approaches in dealing with FIEs with existing VIE structures and conducting business in an industry
falling in the “negative list”:

1. requiring them to make a declaration to the competent authority that the actual control is vested with
Chinese investors, after which the VIE structures may be retained;

2. requiring them to apply to the competent authority for certification that their actual control is vested with
Chinese investors and, upon verification by the competent authority, the VIE structures may be retained;
and

3. requiring them to apply to the competent authority for permission to continue to use the VIE structure.

The competent authority together with the relevant departments will then make a decision after taking
into account the actual control of the FIE and other factors.

Where foreign investors and FIEs 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, 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 of (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.

If foreign investors make investments in the sectors specified in the Catalogue of Prohibitions, the competent
authorities for foreign investment in the province, autonomous region and/or municipality directly under the
Central Government at the place where the investments are made shall order them to cease the implementation of
the investments, dispose of any equity or other assets within a prescribed time limit, confiscate any illegal gains
and impose a fine of not less than RMB 100,000 but not more than RMB1 million or of not more than 10% of
illegal investments.

If foreign investors or FIEs are in violation of the provisions of the Draft FIL, including by way of failing to
perform on schedule, or evading the performance of, the information reporting obligation, or concealing the truth
or providing false or misleading information, the competent authorities for foreign investment in the province,
autonomous region and/or municipality directly under the Central Government at the place where the
investments are made shall order them to make rectifications within a prescribed time limit, if they fail to make
rectifications within the prescribed time limit, or the circumstances are serious, a fine of not less than
RMB50,000 but not more than RMB500,000 or of not more than 5% of the investments shall be imposed.

Potential impact on our Company if the Contractual Arrangements are not treated as domestic investment

If the Draft FIL is promulgated in the current draft form, on the basis that (i) Mr. Li, who is of Chinese
nationality, will control an aggregate of 75% of the issued share capital of our Company upon completion of the
Global Offering (assuming 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); (ii) our Company through
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WFOE exercises effective control over our consolidated affiliated entities pursuant to the Contractual
Arrangements, our PRC Legal Adviser is of the view that we can apply for the recognition of the Contractual
Arrangements as a domestic investment and it is likely that the Contractual Arrangements will be considered as
legal.

If the operation of our schools is no longer on the “negative list” and we can legally operate the education
business under PRC Laws, WFOE will exercise the call option under the Exclusive Call Option Agreements to
acquire the equity interest of in the PRC Holdcos and unwind the Contractual Arrangements subject to
reapproval by the relevant authorities.

If the operation of our schools is on the “negative list” and the Draft FIL as finally enacted is refined or deviates
from the current draft, depending on the treatment of existing VIE structures, the Contractual Arrangements may
be regarded as invalid and illegal. As a result, we will not be able to operate our schools through the Contractual
Arrangements and would lose our rights to receive the economic benefits of our consolidated affiliated entities.
As a result, the financial results of our consolidated affiliated entities would no longer be consolidated into our
Group’s financial results and we would have to derecognise their assets and liabilities according to the relevant
accounting standards. An investment loss would be recognised as a result of such derecognition.

Nevertheless, considering that a number of existing entities engaged in the education industry, some of which
have obtained listing status abroad, are operating under contractual arrangements, our Directors are of the view
that it is unlikely, if the Draft FIL is promulgated, that the relevant authorities will take retrospective effect to
require the relevant enterprises to remove the contractual arrangements. Our PRC Legal Adviser believes that the
PRC government is likely to take a relatively cautious attitude towards the supervision of foreign investments
and the enactment of laws and regulations impacting them, and make decisions according to different situations
in practice.

Further, our PRC Legal Adviser is of the view that: (1) assuming that the Draft FIL is eventually enacted, the
Contractual Arrangements shall not be restricted or prohibited by the PRC laws and regulations and shall remain
valid and enforceable given that the current draft of the Foreign Investment Law (if enacted) will not have any
conceivable difference in terms of substance to the current foreign investment restrictions or prohibitions
applicable to the Business; (ii) based on the previous consultation with the responsible officer of the Education
Department of Henan Province who confirmed that the execution of the Contractual Arrangements is not
restricted or prohibited by PRC laws and regulations and does not require approval from the education
authorities, the same treatment is expected to apply when the Draft FIL is enacted; and (iii) the Decision does not
create any additional legal impediment for us to operating our business through the Contractual Arrangements.
Based on the view above, our Directors are of the view that our Company will be able to continue to control and
operate, and can extract the economic benefits from our schools through the Contractual Arrangements (or an
adjusted version of the Contractual Arrangements if required) should the education industry (to which our
business belong to) fall within the “Negative List”. Should the Contractual Arrangements be regarded as invalid
and illegal when the Draft FIL is promulgated, which according to our PRC Legal Adviser is an extremely
remote scenario, we will use our best efforts to apply for approvals to own the schools in the form of direct
beneficial ownership to the extent permissible under the PRC laws and regulations.

However, there are uncertainties as to the definition of control that may be adopted in the Draft FIL as finally
enacted, and the relevant government authorities will have a broad discretion in interpreting the law and may
ultimately take a view that is inconsistent with our PRC Legal Adviser’s understanding. See the section headed
“Risk Factors — Risks relating to our Contractual Arrangements” in this prospectus for further details of the
risks we face relating to our Contractual Arrangements. In any event, our Company will take reasonable steps in
good faith to seek compliance with the enacted version of the Foreign Investment Law, if and when it comes into
force.
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Potential measures to maintain control over and receive economic benefits from our consolidated affiliated
entities

As mentioned above, our PRC Legal Adviser is of the view that the Contractual Arrangements are likely to be
deemed as a domestic investment if the Draft FIL were to become effective in its current form and content.

To ensure the Contractual Arrangements are likely to continue to be viewed as a domestic investment so that our
Group can maintain control over our consolidated affiliated entities and receive all economic benefits derived
from our consolidated affiliated entities, each of Mr. Li and Ms. Li has given an undertaking (the
“Undertaking”) to our Company, and our Company has agreed with the Stock Exchange to enforce such
Undertaking, that during the subsistence of the Contractual Arrangements, each of Mr. Li and Ms. Li will use his
or her best efforts to do and procure our Company to do all such possible acts which are necessary to give effect
to the Contractual Arrangements and/or to enable the continuation of business operations of our consolidated
affiliated entities as a result of any impact due to the promulgation and implementation of the New Foreign
Investment Law and other future laws and regulations relating to foreign investment and in particular:

1. Mr. Li maintaining his Chinese nationality and citizenship while he remains as our Controlling
Shareholder;
2. not terminating the concert party arrangement between Mr. Li, Ms. Li and Ms. Liu Chunhua (the

“Concert Group”) without the prior written consent of our Company; and

3. in the event of any transfer or disposal by Mr. Li of a shareholding that may result in the transferee(s)
acquiring “control” over the Company (as defined in the Draft FIL or the New Foreign Investment Law
(as enacted), as the case may be), he will (as may be relevant) (a) procure that the transferee(s) provide an
undertaking on substantially the same terms and conditions as the one provided by Mr. Li and Ms. Li to
our Company and (b) demonstrate to the reasonable satisfaction of our Company and the Stock Exchange
that the Contractual Arrangements will continue to be viewed as a domestic investment under the Draft
FIL or the New Foreign Investment Law (as enacted), as the case may be.

The Undertaking will become effective from the date of the listing of our Shares on the Stock Exchange and will
remain effective until the earlier of the occurrence of the following events: (i) Mr. Li ceasing to be one of our
Controlling Shareholders and an actual controller of our Company or any of our PRC Holdcos; (ii) Ms. Li
ceasing to be an actual controller of any of our PRC Holdcos; (iii) compliance with the relevant requirements
under the New Foreign Investment Law or applicable foreign investment laws (together with, if any, all
subsequent amendments or updates, as promulgated) as finally enacted is not required and the Stock Exchange
has consented to this; (iv) compliance with the Undertaking is no longer required, as advised by the Stock
Exchange, or (v) the Stock Exchange and any applicable Chinese regulatory departments have consented to such
termination. To the extent that only part of the Undertaking above is no longer required as a result of any of the
events in (iii), (iv) or (v) of the preceding sentence occurring, only such part of the Undertaking that is no longer
required shall cease to be effective. To the extent that the Undertaking (or any part thereof) is no longer effective,
the Company will issue an announcement as soon as practicable.

Taking into account that Mr. Li can only transfer his interests in our Company in circumstances where the
transfer is in compliance with the New Foreign Investment Law as finally enacted, such arrangement will ensure
that the control of our Company will at all times be in accordance with the requirements of the New Foreign
Investment Law as finally enacted. For the avoidance of doubt, as advised by our PRC Legal Adviser, there are
no legal restrictions under the current PRC laws and regulations for Mr. Li to transfer his interests in our
Company.

Based on the view of our PRC Legal Adviser and the aforesaid Undertaking given by Mr. Li and Ms. Li, our
Directors and the Sole Sponsor are of the view that (i) the Contractual Arrangements are likely to be deemed as a
domestic investment and to be permitted to continue in the event that the New Foreign Investment Law is finally
enacted; and (ii) our Group can maintain control over our consolidated affiliated entities and receive all economic
benefits derived from our consolidated affiliated entities.
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Notwithstanding the above, there may be uncertainties that the above measures to maintain control over and
receive the economic benefit from our consolidated affiliated entities alone may not be effective in ensuring
compliance with the New Foreign Investment Law together with, if any, all its subsequent amendments or
updates, as promulgated (if and when it becomes effective). In the event that such measures are not complied
with, the Stock Exchange may take enforcement actions against us which may have a material adverse effect on
the trading of our Shares. See the section headed “Risk Factors — Risks Relating to our Contractual
Arrangements” in this prospectus.

Decision on Amending Four Inbound Investment Laws

On 3 September 2016, the Standing Committee of the National People’s Congress of the PRC
(ZEBE K ¥ %57 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” ({22 BIAK H Z € B & tie< v 3 RSLRIE S0 A 360> S U AR LI U E ), the “Decision”) which
came into effect on 1 October 2016 and seeks to revise the current foreign investment legal regime. See the
section headed “Regulations — Regulations on Private Education in the PRC — Decision on Amending Four
Inbound Investment Laws” in this prospectus for further details.

COMPLIANCE WITH THE CONTRACTUAL ARRANGEMENTS

Our Group has adopted the following measures to ensure the effective operation of our Group with the
implementation of the Contractual Arrangements and our compliance with the Contractual Arrangements:

1. major issues arising from the implementation and compliance with the Contractual Arrangements or any
regulatory enquiries from government authorities will be submitted to our Board, if necessary, for review
and discussion on an occurrence basis;

2. our Board will review the overall performance of and compliance with the Contractual Arrangements at
least once a year;

3. our Company will disclose the overall performance and compliance with the Contractual Arrangements in
our annual reports;

4. our Directors undertake to provide periodic updates in our annual reports regarding the qualification
requirement as stipulated under the paragraph headed “— Background of the Contractual Arrangements”
in this section and the latest development of the Draft FIL as disclosed under the paragraph headed “—
Development in PRC Legislation on Foreign Investment” in this section, including the latest relevant
regulatory development as well as our plan and progress in acquiring the relevant experience to meet the
qualification requirement; and

5. our Company will engage external legal advisers or other professional advisers, if necessary, to assist the
Board to review the implementation of the Contractual Arrangements, review the legal compliance of
WFOE and our consolidated affiliated entities to deal with specific issues or matters arising from the
Contractual Arrangements.

In addition, we believe that our Directors are able to perform their roles in our Group independently and we are
capable of managing our business independently after the Listing under the following measures:

6. the decision-making mechanism of the Board as set out in the Articles includes provisions to avoid
conflict of interest by providing, amongst other things, that in the event of conflict of interest in such
contract or arrangement which is material, a Director shall declare the nature of his or her interest at the
earliest meeting of the Board at which it is practicable for him or her to do so, and if he or she is to be
regarded as having material interest in any contracts or arrangements, such Director shall abstain from
voting and not be counted in the quorum;
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each of our Directors is aware of his or her fiduciary duties as a Director which requires, among other
things, that he or she acts for the benefits and in the best interests of our Company;

we have appointed three independent non-executive Directors, comprising half of our Board, to provide a
balance of the number of interested and independent Directors with a view to promoting the interests of
our Company and our Shareholders as a whole; and

we will disclose in accordance with the requirements under the Listing Rules regarding decisions on
matters reviewed by the Board (including independent non-executive Directors) relating to any business
or interest of each Director and his or her associates that competes or may compete with the business of
our Group and any other conflicts of interest which any such person has or may have with our Group.
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PRC LAWS AND REGULATIONS RELATING TO FOREIGN INVESTMENT IN EDUCATION
Foreign Investment Industries Guidance Catalogue (Amended in 2015)

Pursuant to the Foreign Investment Industries Guidance Catalogue (Amended in 2015) ((Hhri#i & E45 5 H
B> (2015%FE3T)), the “Foreign Investment Catalogue™) which was amended and promulgated by the NDRC
and the MOFCOM on 10 March 2015 and became effective on 10 April 2015, kindergarten education, high
school education and higher education are restricted industries for foreign investors, and foreign investments are
only allowed to invest in kindergarten education, high school education and higher education in cooperative ways
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. In addition, according to the
Foreign Investment Catalogue, foreign investors are prohibited from investing in compulsory education, namely
primary school to middle school.

Sino-foreign cooperation in operating schools is specifically governed by the Regulation on Operating Sino-
foreign Schools of the PRC (CH#E A RILFIE s A5 PRI 6])), which was promulgated by the State Council
on 1 March 2003 and became effective on 1 September 2003 and amended on 18 July 2013, the Law for
Promoting Private Education of the PRC ((h#E A\ RALAE R F L #E%)), and the Implementing Rules for the
Regulations on Operating Sino-foreign  Schools (A RILFIER hAMEAE MR MR BT I FZ)),  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. Our PRC Legal Adviser has advised that
based on their 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. PRC-foreign cooperative schools are not permitted,
however, to engage in compulsory education and military, police, political and other kinds of education that are
of a special nature in the PRC. 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 cooperation 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
(CBRTA S AN 5 | 5 I ] e A\ B0 SR RO 7 R e R 9 002 f2)) 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%.

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
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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 implementing 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. 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 our industry). 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

(©) 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.

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:
1) holding directly or indirectly 50% or more of the equity interest, assets, voting rights or similar equity

interest of the subject entity;

161



REGULATIONS

(ii) 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

(i)  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 make investments in the sectors specified in the Catalogue of Prohibitions, 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 cease the implementation of such investments, dispose of equity or other assets within a prescribed time
limit, confiscate illegal gains, if any, and impose a fine of not less than RMB 100,000 but not more than RMB1.0
million or of not more than 10% of illegal investments.

Where foreign investors make investments in the sectors specified in the Catalogue of Restrictions without
authorisation, the competent authorities of foreign investment of the people’s governments of provinces,
autonomous regions and municipalities directly under the PRC central government at the place where the
investments are made shall order them to cease the implementation of such investments, dispose of equity or
other assets within a prescribed time limit, confiscate illegal gains, if any, and impose a fine of not less than
RMB100,000 but not more than RMB 1.0 million or of not more than 10% of illegal investments.

Where foreign investors or foreign-invested enterprises are in violation of the provisions of the Draft FIL,
including 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 within a prescribed time limit; if they fail to make
rectifications within the prescribed time limit, or the circumstances are serious, a fine of not less than
RMB50,000 but not more than RMB500,000 or of not more than 5% of the investments shall be imposed.

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 (&P ARUFEKE, the “NPC”) enacted the
Education Law of the PRC (1A RILMBE A FIL) 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
(R N R ILFE BREBCE (R R 191)) 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
(R FFAI#E), and shall be registered with the Ministry of Civil Affairs of the PRC
(FHE N R B, the “MCA”) or its local counterparts as a privately run non-enterprise institution
(RHIE A2 H07). Each of our schools has obtained the Permit for Operating a Private School and has been
registered with the relevant local counterpart of the MCA.

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.
Public schools that provide compulsory education are not permitted to be converted into private schools. 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. Furthermore, the textbooks selected by the private primary schools and middle
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schools for teaching state fundamental classes should be approved in accordance with the relevant laws and
regulations, and the curriculum arrangements of the teaching courses should be in conformity with the provisions
of the MOE. 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 ({*h#E A RILAIE Zififiik)) 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 schools (excluding the kindergartens) 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 Decision of the Standing Committee of the National People’s Congress on Amending the Law for Promoting
Private Education of the PRC ((ZEBI A RAMRK G H 5 Z& 8 BB < b ¥ A RIEHN B RIFBE S E> 1R E))
(the “Amendment”) has been promulgated by Order No. 55 of the President of the PRC on 7 November 2016.
The Amendment shall come into force on 1 September 2017.

Pursuant to the Education Law of the PRC and the Higher Education Law of the PRC before the Amendment
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 Amendment, 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 Amendment 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 Amendment,
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 after the Amendment comes into force.

According to the Amendment, the key features of the aforesaid new classification system for private schools
include the following:

. 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. Operation surplus refers to annual net balance of the school after
deduction of costs for school operations, donations received government subsidies, reserved development
fund and other expenses as required by the 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 surplus of non-profit schools shall be used for the
operation of the schools;

. for-profit private schools are entitled to set their own tuition fees and other miscellaneous fees without the
need to seek prior approvals from or report to the relevant government authorities. The collection of fees by
non-profit private schools, on the other hand, shall be regulated by the provincial, autonomous regional or
municipal governments;
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. private schools (for-profit and non-profit) may enjoy preferential tax treatments. Non-profit private schools
will be entitled to the same tax benefits as public schools. Taxation policies for for-profit private schools
after the Amendment taking effect are still unclear as more specific provisions are yet to be introduced;

. where there is construction or expansion of a non-profit private school, the school may acquire the required
land use rights in the form of allocation by the government as a preferential treatment. Where there is
construction or expansion of a for-profit private school, the school may acquire the required land use rights
by purchasing them from the government;

. the remaining assets of non-profit private schools after liquidation shall continue to be used for the
operation of non-profit schools. The remaining assets of for-profit private schools shall be distributed to the
sponsors in accordance with the PRC Company Law (as defined below); and

. people’s governments at or above the county level may support private schools by subscribing to their
services, provision of student loans and scholarships, and leases or transfers of unused state assets. The
governments may further take such measures as government subsidies, bonus funds and incentives for
donation in support of non-profit private schools.

In addition, the Amendment 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.

Should the Amendment come into full force on 1 September 2017, by choosing to be registered as non-profit
private schools, private schools established prior to the publication date of the Amendment shall revise their
articles of association in accordance with the Amendment 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
(B B BA A BB AL & 7 5 B A A O A (PR BRI A5 T35 /) (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.

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 (EHFEERLMEIEFEMAMN), reflecting the new classification
system for private schools as set out in the Amendment. Pursuant to these implementation rules, if a private
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school established before promulgation of the Amendment 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.

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
(CEFIIE R AREA BB PEEL AR 1)), 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 Amendment 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 Amendment and the impact on our business model brought by the Amendment:

. 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.

We will adjust our structure in accordance with our business needs and circumstances when the Amendment
comes into effect and the Implementation Regulations become available. We will keep the non-profit status of
our schools engaged in compulsory education and we will consider adjusting other schools’ structure to operate
as for-profit or non-profit private schools pursuant to the Amendment and the Implementation Regulations when
they come into force, by taking into account, among other things, the following factors:

. the practicability, costs and benefits of operating for-profit private schools and non-profit private schools;

. the legal requirements applicable to for-profit private schools and non-profit private schools and our ability
to meet these requirements;

. the costs of authenticating various parties’ property rights and taxes and fees to be paid for registration as
for-profit private schools; and

. the favourable policies applicable to for-profit schools and non-profit schools (e.g., tax benefits and rates of
discount for for-profit schools).

The decision to adjust our schools’ structure will ultimately be made in the best interests of our Company and our
Shareholders and in compliance with all of the applicable laws and regulations (including but not limited to the
Listing Rules and guidance letters issued by the Stock Exchange from time to time). Given the significant
uncertainty regarding the Implementation Regulations, we are unable to predict or estimate the impact on our
operations and financial performance should we adjust the structure of our schools to operate as for-profit private
schools or non-profit private schools in accordance with the enacted Amendment and Implementation
Regulations.
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Integration of Three Certificates into One

According to the Circular of the State Council on Approving and Forwarding the General Scheme of System
Construction of Uniform Social Credit Code for Legal Persons and Other Organisations by the National
Development and Reform Commission and Other Departments (<5 g B St 58 Ji ple i 22 55 B P i AR Ho At
AR AT — At (5 A QRS ] B R A 7 R B8 1)) promulgated and came into effect on 11 June 2015 and the
Circular of the Central Office of the MCA on Printing and Distributing the Implementation Scheme of Uniform
Social Credit Code for Social Organisations (Trial) (FBUASHF. BEBH A EDEE Chb @ Ak — 4L & (5 AR B 7 38
(#lf7) ) HY@H) promulgated and came into effect on 30 December 2015, a registration system of uniform
social credit code shall be implemented for social organisations (including social groups, privately run non-
enterprise institutions and foundations). Newly registered social organisations shall be issued registration
certificates with uniform social credit codes by the civil affairs departments, while neither organisation code
certificates nor tax registration certificates shall be issued to such social organisations. All of our schools have
applied to renew their registrations with the local counterparts of the MCA in Henan province and most of them
have completed such renewal of registration and have been allocated the Uniform Social Credit Code.

Sponsor’s Reasonable Returns

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, 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.

The election to establish a private school whose sponsor requires reasonable returns must be set out in the articles
of association of the school. The percentage of the school’s annual net balance that can be distributed as
reasonable return shall be determined by the school’s executive council, board of directors or other forms of the
decision-making body, taking into consideration the following factors: (i) items and criteria for the school’s fees;
(i) the ratio of the school’s expenses used for educational activities and improving the educational conditions to
the total fees collected; and (iii) the school operation level and educational quality. The relevant information
relating to the school operation level and the quality of education shall be publicly disclosed before the
determination of the percentage of the school’s annual net balance that can be distributed as reasonable returns.
Such information and the decision to distribute reasonable returns shall also be filed with the approval authorities
within 15 days from the decision made. However, none of the current PRC laws and regulations provides a
formula or guidelines for determining the extent to which “reasonable return” can be distributed. In addition,
none of the current PRC laws or regulations set forth any requirements or restrictions on a private school’s ability
to operate its education business that differ based on whether such school’s sponsor requires reasonable returns.
All of our schools elected to be private school whose sponsor does not require reasonable returns.

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. Private schools whose sponsor does not require reasonable returns shall be entitled to the same
preferential tax treatment as public schools, while the preferential tax treatment policies applicable to private
schools whose sponsor require reasonable returns shall be formulated by the finance authority, taxation authority
and other authorities under the State Council. To date, however, no regulations have been promulgated by such
authorities in this regard.
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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, 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 Amendment, 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.

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 ((RHFHE
W B P AT %)), 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 (/%A RILAE AT &I
A4k & R &) 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
(G R A RAFERR W B 4 P AT 1% )) 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 ({X##FmIi&). 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 schools are located, have in practice stopped using the Fee Charge Permits in
their daily administration. As a result, all of our schools do not have Fee Charge Permits. All our schools have
also obtained certification from the competent governmental pricing authorities certifying that each of our
schools 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
(K2 5% e iy o 2 B B0 ) BT s 2 7 T s o 3 i = v AR B R4 ), “Cireular 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
(KR % <1 2 5% e i 2 2 U S I 7 BB W 8 Tl ) S D o6 5 v 554% B A AR > 028 1)), the Fee Charge
Permit annual review shall be cancelled in Henan Province from 1 January 2016. 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 (& AREBU) published the Opinions of the
People’s Government of Henan Province on Further Deepening Price Reform (< & A RBUR B A — 2 TR AL
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HHE ) L), 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 uplifted; (ii) the government control over the education related fees for privately-run formal education
shall be uplifted 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.

In view of the promulgation of the Price Reform Opinions, we are no longer required to file the fee charges for
our kindergartens with the relevant government authorities and now enjoy better flexibility in terms of
determining the fees charged by our kindergartens. We also expect that there will be less restrictions over the
tuition fees charged by our other schools or University in the foreseeable future.

Collecting Fees

Pursuant to the Notice on Regulations Applicable to Service Charges and Fees Collected-on-behalf in the
Primary and Middle Schools (B S /N AR B 1 i 2 A Al 22 78 AT BRI P A9 %8 1)) jointly promulgated by
the NDRC and the MOE on 23 July 2010, services charges and fees collected-on-behalf should be publicly
disclosed and paid on a voluntary and non-profit basis. “Service charges” refer to fees charged by primary or
middle schools for services provided by the school after completion of normal teaching that are selected by
students or parents on a voluntary basis. “Fees collected-on-behalf” refer to fees collected by primary and middle
schools on behalf of third parties that provide services (that are selected on a voluntary basis by students or
parents) for the convenience of students’ learning and living in primary and middle schools.

Regulations on Safety and Health Protection of Schools

Pursuant to the Food Safety Law of the PRC ({3 A RILFIE £ i % 423%)), 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 (CEARCF 5 BLERAf SR A T &1 22 4 KR E D), 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 (CBJA 50 B SR A 1 A5 By i il £ it i A %2 28 TAR 928 A0)), 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.

According to the Administrative Measures of Safety of Kindergartens, Primary and Middle School
(/N A S Bl 42 A2 B D), which was promulgated on 30 June 2006 and became effective on 1 September
2006, schools should strictly implement Regulations on Hygiene Administration of School Canteens and
Collective Dining of Students ((E:A 4 BLEL A S 88 #8142 4 PR AE D)) and Standards on Hygiene of Catering
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Industry and Delivery Entity of Collective Dining (< fkER 5 M 4 f 2k B A& AE BiHE)), 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 (CBHIAME—HMN5m AL
B %A TAEREA)) 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
(TR A B B AR R il 2 22 B B P )), which was promulgated on 2 March 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 Law on the Protection of Minors of the PRC ({H#E A RFLFIE A BAE AR i#75)), which was
amended on 26 October 2012 and became effective in January 2013, schools, kindergartens and nurseries shall
establish safety system, improve safety education among the minors and adopt measures to guarantee their
personal safety.

In accordance with the Regulation on Safety Management of Middle, Primary Schools and Kindergartens
(/NG 5 B 2 A2 6 B R D), which was promulgated on 30 June 2006 and became effective on 1 September
2006, schools shall be responsible for safety management and education, establish and improve internal safety
management system and safety emergency response mechanism, incorporate safety education into its teaching
content and carry out safety education among students.

According to the Regulation on Sanitary Work of Schools ((E:F4#2E TAEMRA1)), 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.

Regulations on Compulsory Education

According to the Law for Compulsory Education of the PRC (¥ NRILFIBFEHLFIL)), which was
promulgated by the NPC on 12 April 1986 and was amended by the tenth Standing Committee of the NPC on
29 June 2006 and by the twelfth Standing Committee of the NPC on 24 April 2015, a nine-year system of
compulsory education, including six years of primary school and three years of middle school, was adopted.

Further, the MOE issued the Reform Guideline on the Curriculum System of Compulsory Education (Trial)
(CERZEE AR MR A2 (7017))) on 8 June 2001, which became effective on the same day, pursuant to which
schools providing compulsory education shall follow a “state-local-school” three-tier curriculum system. In other
words, schools must follow the state curriculum standard for state courses, while the local educational authorities
have the power to determine the curriculum standard for other courses, and schools may also develop curriculum
that are suitable for their specific needs.
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Regulations on the Operation of High Schools

The MOE has promulgated several regulations on the operation of high schools, which mainly concern the choice
of textbooks, the curriculum system and the graduation exam system.

According to the Circular of the Central Office of the MOE on the Selection of the Trial Textbooks for the
Curriculum of High Schools (CECF H S BEBH 7 804 s OB s ie SR 20b 188 F TAER 78 %0)) promulgated on
26 April 2005 and the Interim Measures for the Management of the Selection of the Primary and Middle School
Textbooks ({H/INEREZRLE18 I FET AT 1)) promulgated and came into effect on 30 September 2014, the
textbooks used by the primary and middle schools can only be selected from the catalogue issued by the MOE;
and the provincial education authority is in charge of textbook selection within its relevant administrative
jurisdiction and has the power to approve the curriculum system applied in the primary and middle schools
within the province.

Further, the MOE issued the Notice on Developing Trial Curriculum System in High Schools (CZX& B b

2 HORTRR AR EBE T AR 9% 1)), the Guidance on Strengthening Instruction on Developing Trial Curriculum
System in High Schools (CZECE #B B 1 — 5 fin i 5 2 s vh b A BB AR Y46 32 5L)), the Notice on Propelling
2006 Trial Curriculum System in High Schools (CECR A2 B B A 20064 Hi A ¥ 4 i o s e B B LA 2@ )
and the Notice on Propelling 2007 Trial Curriculum System in High Schools (CEUH #iHE. BER] 122007
A s PR R B L AERYAEA)) from 2003 through 2007, pursuant to which the MOE developed a new
curriculum system in high schools nationwide, and the implementation of such curriculum system is carried on
mainly by the provincial educational authorities while the MOE mainly provides guidance to its local
counterparts. Under the guidelines of the MOE and subject to approval by the respective provincial educational
authorities, the high schools may adopt their own unique curriculum system.

In addition to the supervision and administration in textbooks and curriculum system applied in high schools, the
PRC government also provides strict guidelines on the graduation exam system. According to the National
Educational Committee’s Opinions on Carrying Graduation Exam System in High Schools (<EZ#ZBR1E
TEm T ETREGEHEZRE L), the “Graduation Exam System Opinions™”) which became effective from
20 August 1990, the graduation exam is a standard exam uniformly organised by the provincial educational
authorities to determine the studying results of high school graduates, who can only obtain a high school diploma
after passing such graduation exam. Thereafter, the MOE promulgated the Opinions on the Reform of the
Graduation Exam System in High Schools (CBAE 7 i 3 236 & 25 i BB 19 Z L), the “Reform Opinions”)
on 15 March 2000. Based on the Reform Opinions, passing the uniform Graduation Exam is no longer a
prerequisite condition for obtaining a high school diploma. Upon approval by a provincial educational
administration, a high school may conduct the graduation exam its own way, including selecting the subjects and
determining the scope of such exam.

The Regulations on the Administration of Independent College and Private University

On 29 August 1998, the Standing Committee of the NPC (2B A K H % H &) enacted the Higher Education
Law of the PRC ((F#EANRIEME FHELFIL), the “Higher Education Law”), which was amended by the
Standing Committee of the NPC on 27 December 2015. The Higher Education Law sets forth provisions relating
to the higher education systems of the PRC, including an education for academic qualifications system
comprising special course education, regular course education and graduate programme, and a system of
education for non-academic qualifications. The Higher Education Law stipulates that the government formulates
plans for the development of higher education, runs higher education institutions and promotes higher education
in various ways. Furthermore, it provides that in principle, enterprises, institutions, public organisations and
individual citizens are encouraged to run higher education institutions in accordance with PRC laws and
regulations. The Higher Education Law also stipulates that some basic conditions shall be fulfilled for the
establishment of a higher education institution, and the establishment, modification or termination of a higher
education institution shall, in accordance with the relevant PRC laws and regulations, go through the procedures
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of appraisal, approval, confirmation, registration or filing. On 27 December 2015, the Higher Education Law was
amended (the “amended Higher Education Law”), which became effective on 1 June 2016. The amended
Higher Education Law revised Article 24 of the old law, which prohibits any organisation or individual from
establishing or operating a higher education institution for profit-making purposes. Accordingly, the amended
Higher Education Law allows the establishment or operation of higher education institutions for profit-making
purposes. Furthermore, the amended Higher Education Law allows a higher education institution to raise funds
via multiple channels. Where the parties running a higher education institution shall bear the bulk of investment,
the persons receiving higher education shall bear the costs in a reasonable manner.

According to the Measures for the Establishment and Administration of Independent Colleges
(B2 ER B % 8 B BEIEE ), which was promulgated on 22 February 2008 and came into effect on 1 April 2008,
the term “independent college” refers to higher education institutions engaging in undergraduate diploma
education, which are set up by the cooperation between colleges and universities providing undergraduate and
graduate diploma education, on the one hand, and non-state social organisations or individuals, on the other hand,
with non-state funds. In 2009, YuHua Investment Management set up an independent college, i.e. Wanfang
College of Science & Technology Henan Polytechnic University via the cooperation with Henan Polytechnic
University.

According to the Opinions of the MOE to Establishment of Ordinary Tertiary Schools of Eleventh Five-year
CHEF BT “+—I7 W = AR B TAERE 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 (CEHEARHERS EE1TRIE)) provides for the procedure of the establishment of an ordinary
undergraduate school, which Zhengzhou Technology and Business University has followed in its conversion
process. As required by the procedure, the board of directors of Wanfang College of Science & Technology
Henan Polytechnic University has filed an application for conversion into a private higher education institution
(i.e. Zhengzhou Technology and Business University) with the Henan Provincial Government and the MOE for
conversion and the MOE has released such approval to the Henan Provincial Government. Zhengzhou
Technology and Business University is in the process of obtaining the new Permit for Operating a Private School
(RAFERACHELFFAT#)  and  Registration Certificate for a Privately Run Non-Enterprise Institution
(RIIE A BN RLRE). As advised by our PRC Legal Adviser, there is currently no legal impediment for
Zhengzhou Technology and Business University to obtain these permits.

The Guidelines for Overseas Study Tour participated by the Primary and Middle School Students (Trial)

The MOE promulgated the Guidelines for Overseas Study Tour Participated by the Primary and Middle School
Students (Trial) ({H/NERERA: BRI AMIFELIRATIG BN 45 /e (#l47)), the “Overseas Study Tour Guidelines”) on
14 July 2014. The Overseas Study Tour Guidelines stipulate that overseas study tours participated in by primary
and middle school students (the “Overseas Study Tours”) means, by adapting to the characteristics of the
primary and middle school students and the educational needs, programmes that organise the primary and middle
school students to go overseas to learn foreign languages and attend other short-term curriculum, participate in
artistic performances, compete in contests, visit schools, attend summer or winter school programmes, or take
part in other activities that help the students expand their horizons and promote enrichment and enhancement, in
the manner of group travel and group accommodation during the academic term or vacation. Overseas Study
Tours attended by the primary and middle school students shall follow the principles of safety, civility and
efficiency. The schedule for study, from the perspective of both the content and the duration, shall be no less than
half of the entire schedule. The organiser shall choose legitimate and qualified cooperation institutions, and stress
the importance of safe education, and shall appoint a guiding teacher for each group. The organiser shall apply
the rules of cost accounting, notify the students and their supervisors of the composition of the fees and expenses,
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and enter into an agreement as required by law. The school and its staff shall not seek any economic benefit from
organising its own students to attend an Overseas Study Tour. Our schools do not charge students for organising
Overseas Study Tours.

QOutline of China’s National Plan for Medium- and Long-Term Education Reform and Development
(2010-2020)

On 8 July 2010, the PRC central government promulgated the Outline of China’s National Plan for Medium and
Long-Term Education Reform and Development (2010-2020) (EIZ H & HIZHE Sofgs S #1402 (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, profit-making private education entities and non-profit private
education entities. On 24 October 2010, the General Office of the State Council (BIHSBEHFAME) issued the
Notices on the National Education System Innovation Pilot (B B i B ZZ0H 8 i BCf stUE @ A, the “Pilot
Notice”). Following the Pilot Notice, the MOE submitted to the State Council A Series of Suggested
Amendments to the Educational Law ((BEEH M ETEERE (L%FH) ), the “Suggested Draft
Education Law Amendments”) which were published by the legislation office of the State Council on
5 September 2013 and led to the amended Education Law and the Proposed Amendments mentioned above.

Decision on Amending Four Inbound Investment Laws

On 3 September 2016, the Standing Committee of the National People’s Congress of the PRC
(BN R HZE®) 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” ((22BIAKH Ze € BB o< b 2 N RILRN B S A 285> 2F TU AR IR E ), 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 ({3 A RILF B SN ER37%)), the Sino-Foreign Equity
Joint Venture Enterprise Law ((FP#EARILHBE o5 ERE ML), the Sino-Foreign Cooperative Joint
Venture Enterprise Law (tH3E A RILFIE sh oG VEREHE 42 2£34)) and the Law on the Protection of Investment of
Taiwan Compatriots (3 A B 22 i [ fu B G IR ).

The Decision makes significant changes to the PRC foreign investment legal regime whereby the current system
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 are not required for PRC domestic entities. On 8 October 2016, the NDRC and
the MOFCOM published the No. 22 Announcement of 2016 (438 AR IR B 585 A UCEZ B & A
i RSB BB 82016 4R 5522980 45)  (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) (PP &R IR E H &% (20155 1E3T)).

PRC LAWS AND REGULATIONS RELATING TO PROPERTY IN THE PRC

Pursuant to the Property Law of the PRC ((H#EARILMBEYHEL), 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 schools cannot be mortgaged.
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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.

PRC LAWS AND REGULATIONS RELATING TO TRADEMARK AND DOMAIN NAME
Trademark

Pursuant to the Trademark Law of the PRC (¥ ARIFIE ML), 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
(0 2 T4 T B B4R R P D), 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 Measures for the Administration of Internet Domain Names of China
(i B EL G A A Ja 44 A BB D), which was promulgated by the Ministry of Industry and Information Technology
of the PRC ('3 A\ RALFIE TEAE EALEE) on 5 November 2004 and with effect from 20 December 2004,
“domain name” shall refer to the character mark of hierarchical structure, which identifies and locates a computer
on the internet and corresponds to the Internet protocol (IP) address of that computer and the principle of “first
come, first serve” is followed for the domain name registration service. After completing the domain name
registration, the registrant becomes the holder of the domain name registered by him/it. Furthermore, the holder
shall pay operation fees for registered domain names on time in accordance with the schedule set by the relevant
domain name registrar. If the domain name holder fails to pay the corresponding fees as required, the original
domain name registrar will cancel the domain name and notify the holder in writing.

PRC LAWS AND REGULATIONS RELATING TO LABOUR PROTECTION

According to the Labour Law of the PRC ((F#EARILAEZH)), 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 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 ({4 #)&1[7i%)), 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 ({358 &IRIEE M), 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
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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
(R (R B B A 170 11)), the Regulations on Work Injury Insurance ((TAZPRBE#MH1)), the Regulations on
Unemployment Insurance ((FZEfRERIEH])) and the Trial Measures on Employee Maternity Insurance of
Enterprises (30 T/EFREUTHHE)), 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) (CFLE{RERIL)),
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 (CTE "B Ak 2E 9 5M BN 2 AL & (- B 47 917%)), 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 ({f£55 AR&E B A1), 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 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 ARILFIE 3ET138L1%)), 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 RILHANE PG BIL Bk #1)), 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
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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 non-
resident 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 (<FFBCHREZ B 48R BN E A BUILBOR @A), “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 ((HFBUES - B ZHE%H; 48R B A
IR ECT 5555 8 SEBURUICE B B R 9% AD)), “Circular 37), 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 implementing 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 schools elected to be schools whose sponsor does
not require reasonable return.

According to the Amendment, 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 after the Amendment taking effect are yet to be introduced. Therefore, the
preferential tax treatment of our schools after the Amendment comes into full force 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 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 (PRI MR A Y51 Pl AT SBR[ B 17 30 P 13 B Ak O 2 S AOBE AN B LA iR L9 2 E)), 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 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 (B ZBEH5 885 B BT I o i SR A
IR A1) promulgated by the State Administration of Taxation of the PRC (14 A R AL AN B ZBLH; 4 J5)), the
“SAT”) and became effective on 2 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.
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Pursuant to the Administrative Measures for Tax Agreements Treatment for Non-resident Taxpayers
(CHF i RANBE N =2 Bl i o2 o A BERL D), 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 (C& B8 174&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
CEFBETIRGIEIEAA])), which was promulgated by the MOF and the SAT and came into effect on
25 December 1993, amended on 22 May 1997, 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{EFLE17#%1)), 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 (CHEBLEATHGIEEAMAD), 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(CE EB RIS (R U 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 (A 21k BA‘E 3B i BUR (AR sURE AR,
“Circular 36”), which was promulgated on 23 March 2016 and became effective 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 exempt from house property tax and urban land use tax. Schools and
kindergartens which expropriate arable land upon approval shall be exempt from arable land use tax. Schools and
educational institutions established by any enterprises, government affiliated institutions, social groups or other
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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#EANRILMELAFE)), 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 ({2 ARILHESMEE FHRA1)), 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.

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 (BT A& R @ R0k H 192 75
SR B R REBE SN AT B R RE A9 %)), “Circular 377), 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
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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 (B2 flifb Al o i H A &A1 e
PR AVEA)), “Circular 13”), which was promulgated on 13 February 2015 and implemented 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 (CFZ<41HER LS BHIA BCE P 1%
B A A AR 5 45 HEAE B T UAYE ), “Circular 197), 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.

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  (CEZHNHEA BEJa) B A i AL E A TH H 45 MEAS BLECR V@), or
“Circular 16”), 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
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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.

Regulations on Loans to and Direct Investment in the PRC Entities by Offshore Holding Companies

According to the Implementation Rules for the Provisional Regulations on Statistics and Supervision of Foreign
Debt (OMe#iHT 8 M G40 1)) promulgated by SAFE on 24 September 1997 and the Interim Provisions on the
Management of Foreign Debts (OMEEHEFTHEE)) promulgated by SAFE, the NDRC and the MOF and
effective from 1 March 2003, loans by foreign companies to their subsidiaries in China, which accordingly are
foreign-invested enterprises, are considered foreign debt, and such loans must be registered with the local
branches of the SAFE. Under the provisions, these foreign-invested enterprises must submit the registration
application to the local branches of SAFE within 15 days from the date on which the loan agreements for the
foreign debt are executed and the registration should be completed within 20 working days from the date on
which the local branch of SAFE receives all application materials. In addition, the total amount of accumulated
medium-term and long-term foreign debt and the balance of short-term debt borrowed by a foreign-invested
enterprise is limited to the difference between the total investment and the registered capital of the foreign-
invested enterprise. Total investment of a foreign-invested enterprise is the total amount of capital that can be
used for the operation of the foreign-invested enterprise, as approved by the MOFCOM or its local counterpart,
and may be increased or decreased upon approval by the MOFCOM or its local counterpart. Registered capital of
a foreign-invested enterprise is the total amount of capital contributions of the foreign-invested enterprise
subscribed to by its foreign holding company or owners, as approved by the MOFCOM or its local counterpart
and registered at the SAIC or its local counterpart.

According to applicable PRC regulations on foreign-invested enterprises, capital contributions from a foreign
holding company to its PRC subsidiaries, which are considered foreign-invested enterprises, may only be made
when approval by the MOFCOM or its local counterpart is obtained. In approving such capital contributions, the
MOFCOM or its local counterpart examines the business scope of each foreign invested enterprise under review
to ensure it complies with the Foreign Investment Catalogue, which classifies industries in China into three
categories: “encouraged foreign investment industries”, “restricted foreign investment industries” and
“prohibited foreign investment industries”. Our PRC subsidiaries, WFOE and Henan Hantang, each of which is a
foreign-invested enterprise, are not engaged in any prohibited or restricted businesses listed in the Foreign
Investment Catalogue and none of them has incurred foreign debt.

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) (KB SN % O IS AR 26U BUE D), 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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RELATIONSHIP WITH OUR CONTROLLING SHAREHOLDERS

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. Li, will, through his control over Baikal Lake
Investment and GuangYu Investment, be interested in an aggregate of 75% of the issued share capital of our
Company.

Mr. Li, our ultimate Controlling Shareholder, is one of our executive Directors and the chairman of the Board.
For further background of Mr. Li, see the section headed “Directors and Senior Management” in this prospectus.

Competition

Each of our Controlling Shareholders confirms that as of the Latest Practicable Date, he or it did not have any
interest in a business, apart from the business of our Group, which competes or is likely to compete, directly or
indirectly, with our business, and requires disclosure under Rule 8.10 of the Listing Rules.

INDEPENDENCE FROM CONTROLLING SHAREHOLDERS

Having considered the following factors, our Directors are satisfied that we are capable of carrying on our
business independently from our Controlling Shareholders and their close associates after the Listing.

Management Independence

Our Directors consider that our Board and senior management will function independently from our Controlling
Shareholders because:

(a) Board structure

Our Board comprises six Directors, among them are three executive Directors and three independent non-
executive Directors. Even though two of our executive Directors are one of our Controlling Shareholders
(i.e. Mr. Li) and his daughter (i.e. Ms. Li), none of the other Directors, who form the majority of our Board, is a
Controlling Shareholder, or a party acting in concert with our Controlling Shareholders.

Furthermore, our independent non-executive Directors have extensive experience in corporate management and
have been appointed to ensure that the decisions of our Board are made only after due consideration of
independent and impartial opinions.

Our Directors believe that the balanced mix of Directors with different professional backgrounds and expertise
will provide us with balanced views and opinions, which are in the interests of the Company and our
Shareholders as a whole. Our Board acts collectively and makes decisions in accordance with the Articles and
applicable laws and regulations, so no single Director or Controlling Shareholder is supposed to be able to make
any decisions unless authorised by our Board.

(b) Disclosure of interests

According to the Articles, a Director who to his or her knowledge is in any way, whether directly or indirectly,
interested in a contract or arrangement or proposed contract or arrangement with our Company shall declare the
nature of his or her interest at the meeting of our Board at which the question of entering into the contract or
arrangement is first considered, if he or she knows his or her interest then exists, or in any other case at the first
meeting of our Board after he or she knows that he or she is or has become so interested. In addition, a Director
shall not vote (nor be counted in the quorum) on any resolution of our Board approving any contract or
arrangement or any other proposal in which he or she or any of his or her close associates (as defined in the
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Articles) is materially interested except for certain circumstances as set out in the Articles. For details, see the
section headed “Summary of the Constitution of our Company and Cayman Companies Law” in Appendix IV to
this prospectus.

(c) Participation and voting in our Board meeting

According to the Articles, questions arising at our Board meetings shall be determined by a majority of votes. In
the case of any equality of votes, the chairman of the meeting shall have an additional or casting vote. As noted
above, the majority of our Board is represented by Directors who are not our Controlling Shareholders or parties
acting in concert with our Controlling Shareholders, and therefore we are of the view that our Board is capable of
making corporate decisions independently from our Controlling Shareholders.

(d) Participation and voting in general meeting

There are no limitations under the Cayman Companies Law or the Memorandum and Articles on the rights of
any holders of Shares to hold or vote such Shares in accordance with the Memorandum and Articles. Where our
Company has knowledge that any Shareholder is under the rules of the Designated Stock Exchange (as defined in
the Articles) required to abstain from or restricted from voting on any particular resolution of our Company or
restricted to vote only for or only against any particular resolution of our Company, any votes cast by or on
behalf of such Shareholder in contravention of such requirement or restriction shall not be counted. Any
transaction or arrangement between us and our Controlling Shareholders or their associates shall be governed by
Chapter 14A of the Listing Rules, which provides that certain categories of connected transactions shall be
subject to independent Shareholders’ approval.

Operational Independence

Save as disclosed in the section headed “Business — Properties” and “Business — Licences and Permits” in this
prospectus, our Group holds all relevant licences and owns all relevant intellectual properties and facilities
necessary to carry on our business of providing education services. We have sufficient capital, facilities and
employees to operate our business independently from our Controlling Shareholders. We also have independent
access to our customers and suppliers and an independent management team to operate our business.

To the best knowledge of our Directors, all our suppliers are Independent Third Parties.

Financial Independence

We have an independent internal control and accounting systems. We also have an independent finance
department responsible for discharging the treasury function. We are capable of obtaining financing from third
parties, if necessary, without reliance on our Controlling Shareholders.

No loans or guarantees provided by, or granted to, any of our Controlling Shareholders or their respective
associates will be outstanding as of the Listing Date.

Based on the above, our Directors are of the view that they and our senior management are capable of carrying

on our business independently of, and do not place undue reliance on our Controlling Shareholders and their
close associates after the Listing.
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CORPORATE GOVERNANCE MEASURES

Our Directors recognise the importance of good corporate governance in protecting our Shareholders’ interests.
We have adopted the following measures to safeguard good corporate governance standards and to avoid
potential conflict of interests between our Group and our Controlling Shareholders:

(a)

(b)

()

(d)

(e)

®

(€9)

under the Articles, where a Shareholders’ meeting is to be held for considering proposed transactions in
which any of our Controlling Shareholders or any of their associates has a material interest, the relevant
Controlling Shareholders or their associate will not vote on the relevant resolutions;

our Company has established internal control mechanisms to identify connected transactions. Upon the
Listing, if our Company enters into connected transactions with our Controlling Shareholders or any of
their associates, our Company will comply with the applicable Listing Rules;

the independent non-executive Directors will review, on an annual basis, whether there are any conflicts
of interests between the Group and our Controlling Shareholders (the “Annual Review”) and provide
impartial and professional advice to protect the interests of our minority Shareholders;

our Controlling Shareholders will undertake to provide all information necessary, including all relevant
financial, operational and market information and any other necessary information as required by the
independent non-executive Directors for the Annual Review;

our Company will disclose decisions on matters reviewed by the independent non-executive Directors
either in its annual reports or by way of announcements as required by the Listing Rules;

where our Directors reasonably request the advice of independent professionals, such as financial
advisers, the appointment of such independent professionals will be made at our Company’s expenses;
and

we have appointed Guotai Junan Capital Limited as our compliance adviser to provide advice and
guidance to us in respect of compliance with the applicable laws and regulations, as well as the Listing
Rules, including various requirements relating to corporate governance.

Based on the above, our Directors are satisfied that sufficient corporate governance measures have been put in
place to manage conflicts of interest that may arise between our Group and our Controlling Shareholders, and to
protect our minority Shareholders’ interests after the Listing.
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CONTINUING CONNECTED TRANSACTIONS

We have entered into the following continuing agreements and arrangements with our connected persons in our
ordinary and usual course of business. Upon the Listing, these transactions will constitute continuing connected
transactions under the Listing Rules.

Proposed annual cap for the year ending
31 August

Transactions Applicable Listing Rules Waiver Sought 2017 2018 2019
(inRMB)  (inRMB) (in RMB)

Exempt continuing connected transactions

1. Unit 19 Lease 14A.34, 14A.52, Not applicable 154,392 154,392M Not
14A.53 and 14A.76 applicable®

2. Unit 20 and 22 Lease 14A.34, 14A.52, 14A.53 Not applicable 383,088 383,088M Not
and 14A.76 applicable®

3. Unit 21 Lease 14A.34, 14A.52, Not applicable 178,884 178,884 Not
14A.53 and 14A.76 applicable®

Non-exempt continuing connected transactions

1. Contractual Arrangements  14A.34, 14A.35, 14A.36, Requirements as to Not Not Not
14A.49, 14A.52, 14A.53 to  announcement, circular, applicable applicable applicable
59 and 14A.71 shareholders approval,

annual cap, and terms not
more than three years

Notes:
(1) The annual cap is calculated on the basis that the lease will terminate in accordance with its terms (i.e. by the end of August 2018).
2) The Group will reassess its business needs before considering whether it will renew these leases at the expiry of the terms, and will

comply with the relevant requirements under the Listing Rules when it enters into new lease agreements.

EXEMPT CONTINUING CONNECTED TRANSACTION
1. Unit 19 Lease

On 1 September 2016, Zhengzhou YuHua Education Investments entered into lease agreements with Ms. Li
(the “Unit 19 Lease”), pursuant to which Zhengzhou YuHua Education Investments leased from Ms. Li an
office located in Zhengzhou City, Henan Province. The term of the lease shall be two years from
1 September 2016 and the annual rent payable shall be RMB154,392. The Directors are of the view that the
transactions contemplated in the Unit 19 Lease are on normal commercial terms.

Listing Rules implication

Ms. Li is the chief executive officer and an executive director of our Company upon the Listing, and
therefore a connected person of our Company under Rule 14A.07(1) of the Listing Rules.

2. Unit 20 and 22 Lease

On 1 September 2016, Zhengzhou YuHua Education Investments entered into lease agreements with
Zhengzhou Corn Culture Communication Co., Ltd. (FMIZERSALEREABRAF) (the “Unit 20 and 22
Lease”), pursuant to which Zhengzhou YuHua Education Investments leased from Zhengzhou Corn Culture
Communication Co., Ltd. an office located in Zhengzhou City, Henan Province. The term of the lease shall
be two years from 1 September 2016 and the annual rent payable shall be RMB383,088. The Directors are
of the view that the transactions contemplated in the Unit 20 and 22 Lease are on normal commercial terms.

Listing Rules implication

Zhengzhou Corn Culture Communication Co., Ltd is held as to 99.75% by Ms. Li and the remaining 0.25%
by Mr. Li. As Ms. Li is a connected person of our Company, Zhengzhou Corn Culture Communication Co.,

Ltd. is an associate of Ms. Li and hence a connected person of our Company pursuant to Rules 14A.07(4)
and 14A.12(1)(c) of the Listing Rules.
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3. Unit 21 Lease

On 1 September 2016, Zhengzhou YuHua Education Investments entered into lease agreements with Ms.
Liu Chunhua (the spouse of Mr. Li) (the “Unit 21 Lease”), pursuant to which Zhengzhou YuHua Education
Investments leased from Ms. Liu Chunhua an office located in Zhengzhou City, Henan Province. The term
of the lease shall be two years from 1 September 2016 and the annual rent payable shall be RMB178,884.
The Directors are of the view that the transactions contemplated under the Unit 21 Lease are on normal
commercial terms.

Listing Rules implication

Mr. Li is an executive director and a substantial shareholder of our Company, and therefore a connected
person of our Company under Rule 14A.07(1) of the Listing Rules. Ms. Liu Chunhua is the spouse of
Mr. Li, and therefore an associate of Mr. Li and hence a connected person of our Company pursuant to
Rules 14A.07(4) and 14A.12(1)(a) of the Listing Rules.

As the appropriate annual rent payable by us for the Unit 19 Lease, the Unit 20 and 22 Lease and the Unit 21
Lease will be less than HK$3,000,000, the connected transactions contemplated under the leases constitute de
minimis connected transactions under Rule 14A.76 of the Listing Rules and are exempt from the reporting,
announcement and independent shareholders’ approval requirements under Chapter 14A of the Listing Rules.

Annual Cap

Before we entered into the above lease agreements, we did not incur any amount relating to such leases. The
proposed annual cap for each of the years ending 31 August 2017 and 2018 is RMB 154,392, RMB383,088 and
RMB178,884 for the Unit 19 Lease, the Unit 20 and 22 Lease and the Unit 22 Lease, respectively, which is
determined based on the prevailing market rent in the area in Zhengzhou City, Henan Province.

NON-EXEMPT CONTINUING CONNECTED TRANSACTION
Contractual Arrangements
Background

As disclosed in the section headed “Contractual Arrangements” in this prospectus, due to regulatory restrictions
on foreign ownership in our schools in the PRC, we conduct a substantial portion of our business through our
consolidated affiliated entities in the PRC. We do not hold any equity interests in our consolidated affiliated
entities which are held by Mr. Li and Ms. Li. Rather, through the Contractual Arrangements, we effectively
control these consolidated affiliated entities and are able to derive substantially all of their economic benefits,
and expect to continue to do so. The Contractual Arrangements among us, WFOE, our consolidated affiliated
entities and the Registered Shareholders enable us to (i) receive substantially all of the economic benefits from
our consolidated affiliated entities in consideration for the services provided by WFOE; (ii) exercise effective
control over our consolidated affiliated entities; and (iii) hold an exclusive option to purchase all or part of the
equity interests in our consolidated affiliated entities when and to the extent permitted by PRC laws.

The Contractual Arrangements consist of five types of agreements: (a) the Exclusive Management Consultancy
and Business Cooperation Agreements, (b) the Exclusive Call Option Agreements, (c) the Equity Pledge
Agreements, (d) the Powers of Attorney and (e) the Spouse’s Undertakings (terms are defined in the section
headed “Contractual Arrangements” in this prospectus). See the section headed “Contractual Arrangements” in
this prospectus for detailed terms of these agreements.
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Listing Rules implications

The table below sets forth the connected persons of our Company involved in the Contractual Arrangements and
the nature of their connection with our Group. The transactions contemplated under the Contractual
Arrangements constitute continuing connected transactions of our Company under the Listing Rules upon
Listing.

Name Connected relationships

Mr. Li Mr. Li is an executive director and a substantial shareholder of our
Company, and therefore a connected person of our Company under Rule
14A.07(1) of the Listing Rules.

Ms. Li Ms. Li is the chief executive officer and an executive director of our
Company upon the Listing, and therefore a connected person of our
Company under Rule 14A.07(1) of the Listing Rules.

Our Directors (including the independent non-executive Directors) are of the view that the Contractual
Arrangements and the transactions contemplated therein are fundamental to our Group’s legal structure and
business, that such transactions have been and will be entered into in the ordinary and usual course of business of
our Group, are on normal commercial terms and are fair and reasonable and in the interests of our Company and
our Shareholders as a whole. Accordingly, notwithstanding that the transactions contemplated under the
Contractual Arrangements and any new transactions, contracts and agreements or renewal of existing
transactions, contracts and agreements to be entered into, among others, by any of our PRC Holdcos and any
member of our Group (“New Intergroup Agreements” and each of them, a “New Intergroup Agreement”)
technically constitute continuing connected transactions under Chapter 14A of the Listing Rules, our Directors
consider that, given that our Group is placed in a special situation in relation to the connected transactions rules
under the Contractual Arrangements, it would be unduly burdensome and impracticable, and would add
unnecessary administrative costs to our Company if such transactions are subject to strict compliance with the
requirements set out under Chapter 14A of the Listing Rules, including, among others, the announcement and
independent shareholders’ approval requirements.

Application for waiver

In view of the Contractual Arrangements, we have applied to the Stock Exchange for, and the Stock Exchange
has granted, a waiver from strict compliance with (i) the announcement and independent shareholders’ approval
requirements under Chapter 14A of the Listing Rules in respect of the transactions contemplated under the
Contractual Arrangements pursuant to Rule 14A.105 of the Listing Rules, (ii) the requirement of setting an
annual cap for the transactions under the Contractual Arrangements under Rule 14A.53 of the Listing Rules, and
(iii) the requirement of limiting the term of the Contractual Arrangements to three years or less under Rule
14A.52 of the Listing Rules, for so long as our Shares are listed on the Stock Exchange subject however to the
following conditions:

(a) No change without independent non-executive Directors’ approval

No change to the Contractual Arrangements (including with respect to any fees payable to WFOE thereunder)
will be made without the approval of the independent non-executive Directors.

(b) No change without independent Shareholders’ approval

Save as described in paragraph (d) below, no change to the agreements governing the Contractual Arrangements
will be made without the approval of our Company’s independent Shareholders. Once independent Shareholders’
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approval of any change has been obtained, no further announcement or approval of the independent Shareholders
will be required under Chapter 14A of the Listing Rules unless and until further changes are proposed. The
periodic reporting requirement regarding the Contractual Arrangements in the annual reports of our Company (as
set out in paragraph (e) below) will however continue to be applicable.

(c¢) Economic benefits flexibility

The Contractual Arrangements shall continue to enable our Group to receive the economic benefits derived by
the consolidated affiliated entities through (i) our Group’s option (if and when so allowed under the applicable
PRC laws) to acquire, all or part of the entire equity interests in the consolidated affiliated entities for nil
consideration or the minimum amount of consideration permitted by applicable PRC laws and regulations,
(ii) the business structure under which the profit generated by the consolidated affiliated entities is substantially
retained by our Group, such that no annual cap shall be set on the amount of service fees payable to the WFOE
by our consolidated affiliated entities under the exclusive management consultancy and business cooperation
agreements, and (iii) our Group’s right to control the management and operation of, as well as, in substance, all
of the voting rights of the consolidated affiliated entities.

(d) Renewal and reproduction

On the basis that the Contractual Arrangements provide an acceptable framework for the relationship between
our Company and its subsidiaries in which our Company has direct shareholding, on the one hand, and the
consolidated affiliated entities, on the other hand, that framework may be renewed and/or reproduced upon the
expiry of the existing arrangements or in relation to any existing or new wholly foreign owned enterprise or
operating company (including branch company) engaging in the same business as that of our Group which our
Group might wish to establish when justified by business expediency, without obtaining the approval of the
Shareholders, on substantially the same terms and conditions as the existing Contractual Arrangements. The
directors, chief executive or substantial shareholders of any existing or new wholly foreign owned enterprise or
operating company (including branch company) engaging in the same business as that of our Group which our
Group may establish will, upon renewal and, or reproduction of the Contractual Arrangements, however be
treated as connected persons of our Company and transactions between these connected persons and our
Company other than those under similar contractual arrangements shall comply with Chapter 14A of the Listing
Rules. This condition is subject to relevant PRC laws, regulations and approvals.

(e) Ongoing reporting and approvals
Our Group will disclose details relating to the Contractual Arrangements on an on-going basis as follows:

. The Contractual Arrangements in place during each financial period will be disclosed in our Company’s
annual report and accounts in accordance with the relevant provisions of the Listing Rules.

. Our independent non-executive Directors will review the Contractual Arrangements annually and confirm
in our Company’s annual report and accounts for the relevant year that (i) the transactions carried out
during such year have been entered into in accordance with the relevant provisions of the Contractual
Arrangements, (ii) no dividends or other distributions have been made by our consolidated affiliated
entities to the holders of its equity interests which are not otherwise subsequently assigned or transferred to
our Group, and (iii) any new contracts entered into, renewed or reproduced between our Group and the
consolidated affiliated entities during the relevant financial period under paragraph (d) above are fair and
reasonable, or advantageous to our Shareholders, so far as our Group is concerned and in the interests of
the Shareholders as a whole.

. Our Company’s auditor will carry out review procedures annually on the transactions carried out pursuant
to the Contractual Arrangements and will provide a letter to our Directors with a copy to the Stock
Exchange confirming that the transactions have received the approval of our Directors, have been entered
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into in accordance with the relevant Contractual Arrangements and that no dividends or other distributions
have been made by our consolidated affiliated entities to the holders of its equity interests which are not
otherwise subsequently assigned or transferred to our Group.

. For the purpose of Chapter 14A of the Listing Rules, and in particular the definition of “connected person”,
our consolidated affiliated entities will be treated as our Company’s subsidiaries, but at the same time, the
directors, chief executives or substantial shareholders of the consolidated affiliated entities and its
associates will be treated as connected persons of our Company (excluding for this purpose, the
consolidated affiliated entities), and transactions between these connected persons and our Group
(including for this purpose, the consolidated affiliated entities), other than those under the Contractual
Arrangements, will be subject to requirements under Chapter 14A of the Listing Rules.

J Our consolidated affiliated entities will undertake that, for so long as the Shares are listed on the Stock
Exchange, the consolidated affiliated entities will provide our Group’s management and our Company’s
auditor full access to its relevant records for the purpose of our Company’s auditor’s review of the
connected transactions. In addition, we have also applied to the Stock Exchange for, and the Stock
Exchange has granted, a waiver pursuant to Rule 14A.105 of the Listing Rules from strict compliance with
(1) the announcement and independent shareholders’ approval requirements under Chapter 14A of the
Listing Rules in respect of the transactions contemplated by any New Intergroup Agreements, (ii) the
requirement of setting an annual cap for the fees payable by/to any member of our Group to/from our
consolidated affiliated entities in any New Intergroup Agreements, and (iii) the requirement to limit the
term of any New Intergroup Agreement to three years or less, for so long as Shares are listed on the Stock
Exchange. The waiver is subject to the condition that the Contractual Arrangements subsist and that the
consolidated affiliated entities will continue to be treated as our Company’s subsidiaries, but their
directors, chief executives or substantial shareholders of the consolidated affiliated entities and its
associates will be treated as connected persons of our Company (excluding for this purpose, our
consolidated affiliated entities), and transactions between these connected persons and our Group
(including for this purpose, our consolidated affiliated entities), other than those under the Contractual
Arrangements, will be subject to requirements under Chapter 14A of the Listing Rules. We will comply
with the applicable requirements under the Listing Rules, and will immediately inform the Stock Exchange
if there are any changes to these continuing connected transactions.

CONFIRMATION FROM THE SOLE SPONSOR

The Sole Sponsor has reviewed the relevant documents and information provided by our Group, has obtained
necessary representations and confirmations from our Company and our Directors and has participated in the due
diligence and discussions with our management and our PRC Legal Adviser. Based on the above, the Sole
Sponsor is of the view that the Contractual Arrangements are fundamental to our Group’s legal structure and
business operations and that the Contractual Arrangements have been entered into in our ordinary and usual
course of business, on normal commercial terms and are fair and reasonable and are in the interests of the
Shareholders as a whole.

The Sole Sponsor is of the view that with respect to the term of the relevant agreements underlying the
Contractual Arrangements which is of an indefinite duration, it is a justifiable and normal business practice to
ensure that (i) the financial and operational policies of the consolidate affiliated entities can be effectively
controlled by the WFOE, (ii) the WFOE can obtain the economic benefits derived from the consolidated
affiliated entities, and (iii) any possible leakages of assets and values of the consolidated affiliated entities can be
prevented, on an uninterrupted basis.
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Our Board comprises three executive Directors and three independent non-executive Directors:

Date of
Date of joining appointment asa  Roles and
Name Age Position our Group Director responsibilities
Li Guangyu(Note) 53 Chairman of the 19 February 2000 25 April 2016 Strategic
(T Board and development,
executive Director overall
operational
management and
major decision
making
Li Hua (Z/E)Nete) 29  Vice chairman of 1 July 2009 7 September Strategic
the Board, chief 2016 development and
executive officer daily
and executive management
Director
Qiu Hongjun 50 Executive 1 July 2004 7 September Overseeing
(AL ) Director, financial 2016 financial
controller, vice operations and
president public relations
Chen Lei (%#) 44  Independent non-  Date of this prospectus 7 September Supervising and
executive Director 2016 providing
independent
judgement to our
Board
Xia Zuoquan 53 Independent non- Date of this prospectus 7 September Supervising and
(A executive Director 2016 providing
independent
judgement to our
Board
Zhang Zhixue 49 Independent non- Date of this prospectus 7 September Supervising and
(IREE) executive Director 2016 providing
independent
judgement to our
Board
Note:

Ms. Li is the daughter of Mr. Li.

Executive Directors

Mr. Li Guangyu (#)5) was first appointed as a Director on 25 April 2016. He was redesignated as an
executive Director and appointed as the chairman of the Board and the chairman of the nomination committee on
7 September 2016. Mr. Li also holds the following positions with other members of our Group:

. director of YuHua Investment Management (since 19 February 2000);
. director of Zhengzhou YuHua Education Investments (since 9 April 2004);

. chairman of the board of directors of Zhengzhou Technology and Business University (since 13 March
2009); and
. chairman of the board of directors of Zhengzhou Zhongmei Education Investments (since 21 July 2011).

Mr. Li has more than 15 years of experience in the education industry, and is the chairman of the board of
directors of our University and all of our 24 private schools for grades K-12. In July 2004, he was selected as one
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of the ten outstanding figures in the private education industry in China (1ERMZEE TREELAY) by
Guangming Daily OtBIH#). In April 2010, Mr. Li received the National Outstanding Worker Award
(B TAE#) from the State Council of the PRC. Mr. Li was also a member of the National People’s
Congress and the vice chairman of the China Association for Non-Government Education (4B R HFEH i &).
During the past three years, Mr. Li was not a director of any listed companies.

Mr. Li graduated from the Changchun Institute of Optics and Fine Mechanics (&= FGERR 5 HAMELBE, currently
known as the Changchun University of Science and Technology (R#H . Tk #£%)), majoring in laser technology in
July 1983, and received his master’s degree in Business Administration from the Guanghua School of
Management, Peking University (At5 REEHEE HELRT) in July 2007.

Ms. Li Hua (318) was first appointed as an executive Director and as the vice chairman of the Board on
7 September 2016. Ms. Li is also our chief executive officer and holds the following positions with other
members of our Group:

. director of Zhengzhou Zhongmei Education Investments (since 21 July 2011); and

. director of Zhengzhou YuHua Education Investments (since 19 April 2016).

Ms. Li has more than seven years of experience in the education industry, and is a member of the board of
directors of Zhengzhou Technology and Business University and all of our 24 private schools of grades K-12.
Ms. Li worked as an officer at Zhengzhou YuHua Elite School between March to July 2009, where she was
responsible for managing the daily operations and strategic planning of the school. From July 2009 to July 2010,
Ms. Li was a teaching assistant and counsellor at Zhengzhou Technology and Business University, where she
was responsible for lecturing and managing the counselling programme and student activities.

Ms. Li has been a committee member of the 12th Session of All-China Youth Federation
(FHERE 5 AR5 &5 T —JE) since July 2015. She was also a representative of Henan Province for the 17th
Communist Youth League National Representative Conference ('FI3LE £ 387 4 M 25 + LR AFKE) and
a representative of Xinzheng (¥7%F) for the 14th People’s Congress of Zhengzhou (¥ 756+ i N RAERA &),
In May 2012, Ms. Li received the Henan Province May Fourth Youth Prize (/& TiVU % 4 4€ 5 256H#) from the
Henan Communist Youth League ('BIJL7 [EF# %) and the Henan Youth Federation (R #& & FH4 ).
She also received the Henan Province Individual Honour for Innovative Women (¥ & &t & Al F 5L
HEMR A ZEE) in July 2012 from the Henan Woman Federation (177 & % 2 5 €) and the Outstanding Committee
Member Honour (F & HEHGEEFZESE) from the Henan Youth Federation in January 2013. In
November 2014, Ms. Li was awarded the Individual Award for Innovations in Henan Private Education
(TR B RAFAE S A58 by the Henan Province Education Department (7 & %X & HE). During the past
three years, Ms. Li was not a director of any listed companies.

Ms. Li received her bachelor’s degree in Philosophy from Peking University in July 2010.

Ms. Qiu Hongjun (BRAL5E) was first appointed as an executive Director on 7 September 2016. Ms. Qiu is also
our financial controller and vice president. She is responsible for overseeing our financial affairs. Ms. Qiu also
holds the following positions with other members of our Group:

. director of Zhengzhou Zhongmei Education Investments (since 21 July 2011); and

. director of Zhengzhou YuHua Education Investments (since 19 April 2016).

Ms. Qiu has more than 12 years of experience in the education industry, and is a member of the board of
directors of all of our 24 private schools of grades K-12. From 2002 to 2004, she was the deputy branch president
of Nanjing branch of Shenzhen Development Bank (currently known as Pingan Bank). Since joining our Group,

Ms. Qiu has been overseeing our financial affairs and has since then accumulated substantial financial
experience. During the past three years, Ms. Qiu was not a director of any listed companies.

190



DIRECTORS AND SENIOR MANAGEMENT

Ms. Qiu received her diploma in Finance from the Central Radio and Television University (Y& B4 KL,
currently known as the Open University of China (2 % F UK £%)) (distance learning) in October 2003.

Independent Non-Executive Directors

Mr. Chen Lei (B#%) was appointed as an independent non-executive Director and the chairman of the audit
committee on 7 September 2016, taking effect on the date of this prospectus. Mr. Chen is primarily responsible
for supervising and providing independent judgement to our Board. Mr. Chen is our Director who has the
appropriate professional accounting or related financial management expertise for the purpose of Rule 3.10(2) of
the Listing Rules through his experience listed below.

Mr. Chen has been serving as an associate professor of accounting and assistant dean at the Guanghua School of
Management, Peking University since July 2008. Mr. Chen served as an assistant professor of accounting at
Robinson College of Business, Georgia State University in the United States from August 2004 to June 2008.

Mr. Chen currently serves as an independent non-executive director of Sugon Information Industry Co., Ltd
(FELfE B ZE My A B2 Fl), a company listed on the Shanghai Stock Exchange (stock code: 603019) (since May
2015), Huadian Heavy Industries Co., Ltd (E®RE LRMHAMR AT, a company listed on the Shanghai Stock
Exchange (stock code: 601226) (since July 2014) and Beijing Da Bei Nong Technology Holdings Co., Ltd
(ALRCRAC R R IR A R A Fl), a company listed on the Shenzhen Stock Exchange (stock code: 002385)
(since December 2013).

Mr. Chen received his bachelor’s degree in Economics from Tsinghua University, his master’s degree in
Economics from Indiana University and his doctorate degree in Accounting from the University of Texas at
Dallas in July 1996, September 1999 and August 2004, respectively.

Mr. Chen has been and remains responsible for the following areas in his capacity as an associate professor of
Accounting and a director of listed companies, through which he has gained the financial management expertise
required under Rule 3.10(2) of the Listing Rules:

. lecturing on and teaching accounting, auditing and financial management related courses as associate
professor of Accounting at Guanghua School of Management, Peking University;

. acting as the executive director of the master in Professional Accounting programme
(& wHiE L HEE R HAE) at the Guanghua School of Management, Peking University;

. acting as a specialist in audit committees of the listed companies mentioned above and involvement in their
financial management, including in annual budget meetings, periodic financial reviews, annual financial
audits and reporting; and

. working closely with the listed companies in the preparation of their financial statements, valuation
analysis, participation in pricing and negotiation of transaction terms, preparation of offer document
disclosures and other related financial documents in advance of their public offerings in the Shenzhen
Stock Exchange and the Shanghai Stock Exchange.

Mr. Xia Zuoquan (2f£4%) was appointed as an independent non-executive Director on 7 September 2016,
taking effect on the date of this prospectus. Mr. Xia is primarily responsible for supervising and providing
independent judgement to our Board.

Mr. Xia is one of the founders of the BYD Group (tLEn#H %), and currently serves as a non-executive director
of BYD Company Limited, a rechargeable battery, handset components and automobile manufacturer listed on
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the Stock Exchange (stock code: 1211) (since March 2008) and the Shenzhen Stock Exchange (stock code:
002594) (since June 2002). He also currently serves as an independent non-executive director of China Baofeng
(International) Limited (since February 2016), a company listed on the Stock Exchange (stock code: 3966) and a
director of Guangdong Beizhi Cepin Network Technology Co., Ltd. (552 HIHE A4 FLH R A3 A FRA ) (since
June 2015), a technology company listed on the PRC National Equities Exchange and Quotations (stock code:
833907). Mr. Xia is also the vice chairman (&I # ) of the BYD Charity Foundation (FCHE##H 2535 54 ).

Mr. Xia received his bachelor’s degree in Computer Science (correspondence course) from the Beijing Institute
of Tron and Steel Engineering (ALAU##E2EE, currently known as the University of Science & Technology of
Beijing (LA FHIAE)) in September 1987 and his master’s degree in Business Administration from the
Guanghua School of Management, Peking University in 2007.

Mr. Zhang Zhixue (%&%) was appointed as an independent non-executive Director and the chairman of the
remuneration committee in 7 September 2016, taking effect on the date of this prospectus. Mr. Zhang is primarily
responsible for supervising and providing independent judgement to our Board.

Mr. Zhang has been a professor of Organisation and Strategic Management at the Guanghua School of
Management, Peking University since August 2008.

Mr. Zhang currently serves as an independent non-executive director of Ever-Glory International Group, Inc.
(since March 2008), a company listed on NASDAQ (stock symbol: EVK). Mr. Zhang is also currently an
independent director of the Bank of Guizhou (#JH#4T) and Sunshine Insurance Group Inc.
FoeiR B BB A BR 22 ). He also served as an independent non-executive director of Creative Distribution
Automation Co., Ltd. Atm ISR BB LM AP H), a company listed on the Shenzhen Stock Exchange
(stock code: 002350), from March 2010 to March 2016.

Mr. Zhang received his bachelor’s degree in Education from Henan University (1% K%£?%), his master’s degree in
Psychology from Beijing Normal University (AL5tHi#i A% and his doctorate degree in Philosophy from the
University of Hong Kong in July 1988, July 1991 and December 1998, respectively.

SENIOR MANAGEMENT
The following table provides information about our senior management (besides our executive Directors):

Date of appointment

Date of joining  as senior Roles and
Name Age Position our Group management responsibilities
XuBin ......... 33 Chief financial officer 1 January 2016 1 January 2016 Overseeing financial
operations

Mr. Xu Bin (%) was appointed as our chief financial officer on 1 January 2016. He is responsible for
overseeing our Company’s financial affairs.

Before joining our Group, Mr. Xu was the vice president and co-chief financial officer of China Maple Leaf
Education Systems Limited, a company listed on the Stock Exchange (stock code: 1317), from 16 February 2013
to 16 June 2015. He also worked as an accountant at Citco Financial Group, an international financial services
provider, from November 2007 to May 2010, and an investment banking associate at Essence Securities Co.,
Ltd., a financial and securities brokerage services provider based in China, from November 2011 to February
2013.

Mr. Xu received his bachelor’s degree in Economics and Finance from the University of Toronto, Canada in
November 2007 and a master’s degree in Finance from the University of Cambridge, United Kingdom in May
2012.
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JOINT COMPANY SECRETARIES

Mr. Xu Bin (#%%%), one of our joint company secretaries, was appointed on 7 September 2016. He is also our
senior management. See the paragraph above in this section for details of his qualification.

Ms. Lai Siu Kuen (#4#), one of our joint company secretaries, was appointed on 7 September 2016. Ms. Lai
is a senior manager of the listing services department of TMF Hong Kong Limited. She has over 16 years of
professional and in-house experience in the company secretarial field. Prior to joining TMF Hong Kong Limited,
Ms. Lai worked in the corporate services division of KPMG Hong Kong, Hutchison International Limited (from
22 June 2009 to 13 February 2013), and Chow Sang Sang Holdings International Limited (from 14 January 2005
to 21 June 2009). Ms. Lai received her bachelor of Arts degree in Accountancy from The Hong Kong
Polytechnic University in 1997. Ms. Lai is a fellow member of the Hong Kong Institute of Chartered Secretaries
(since 9 October 2012) and the Institute of Chartered Secretaries and Administrators in United Kingdom (since 9
October 2012).

DIRECTORS’ AND SENIOR MANAGEMENT’S REMUNERATION

For the details of the service contracts and appointment letters that we have entered into with our Directors, see
the section headed “Statutory and General Information — C. Further Information about our Directors —
1. Particulars of Directors’ service contracts and appointment letters” in Appendix V to this prospectus.

The aggregate amount of fees, salaries, allowances and retirement benefits scheme contributions we paid to our
Directors in respect of the financial years ended 31 August 2014, 2015 and 2016 were RMBO0.474 million,
RMBO0.627 million and RMBO0.687 million, respectively. Further information on the remuneration of each
Director during the Track Record Period is set out in note 31 to the Accountants’ Report as set out in Appendix I
to this prospectus.

During the Track Record Period, no remuneration was paid to our Directors as an inducement to join or upon
joining our Group. No compensation was paid to, or receivable by, our Directors or past Directors during the
Track Record Period for the loss of office as Director of any member of our Group or of any other office in
connection with the management of the affairs of any member of our Group. None of our Directors waived any
emoluments during the Track Record Period.

Under the arrangements currently in force, the aggregate amount of remuneration (excluding any discretionary
bonus which may be paid) payable by our Group to our Directors for the financial year ending 31 August 2017 is
expected to be approximately RMBO0.805 million.

The five highest paid individuals of our Group for the financial years ended 31 August 2014, 2015 and 2016
included one, one and one Director, respectively, whose remunerations are included in the aggregate amount of
fees, salaries, allowances and retirement benefits scheme contributions we paid to the relevant Directors set out
above. For the financial years ended 31 August 2014, 2015 and 2016, the aggregate amount of fees, salaries,
allowances and retirement benefits scheme contributions we paid to the remaining four, four and four highest
paid individuals who are neither a Director nor chief executive of our Group were RMBO0.931 million,
RMB0.990 million and RMB1.094 million, respectively.

During the Track Record Period, no remuneration was paid to the five highest paid individuals of our Group as
an inducement to join or upon joining our Group. No compensation was paid to or receivable by such individuals
during the Track Record Period for the loss of any office in connection with the management of the affairs of any
member of our Group.
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Save as disclosed above, no other payments have been paid or are payable in respect of the Track Record Period
to our Directors by our Group.

CORPORATE GOVERNANCE
Audit Committee

We have established an audit committee in compliance with Rule 3.21 of the Listing Rules and the Corporate
Governance Code set out in Appendix 14 to the Listing Rules. The primary duties of the audit committee are to
review and supervise the financial reporting process and internal controls system of the Group, review and
approve connected transactions and to advise the Board. The audit committee comprises three independent non-
executive Directors, namely Mr. Chen Lei, Mr. Xia Zuoquan and Mr. Zhang Zhixue. Mr. Chen Lei, being the
chairman of the committee, is appropriately qualified as required under Rules 3.10(2) and 3.21 of the Listing
Rules.

Remuneration Committee

We have established a remuneration committee in compliance with Rule 3.25 of the Listing Rules and the
Corporate Governance Code set out in Appendix 14 to the Listing Rules. The primary duties of the remuneration
committee are to review and make recommendations to the Board regarding the terms of remuneration packages,
bonuses and other compensation payable to our Directors and senior management. The remuneration committee
comprises one executive Director, namely Ms. Li, and two independent non-executive Directors, namely Mr.
Zhang Zhixue and Mr. Xia Zuoquan. Mr. Zhang Zhixue is the chairman of the committee.

Nomination Committee

We have established a nomination committee in compliance with the Code on Corporate Governance set out in
Appendix 14 to the Listing Rules. The primary duties of the nomination committee are to make
recommendations to our Board regarding the appointment of Directors and Board succession. The nomination
committee comprises one executive Director, namely Mr. Li, and two independent non-executive Directors,
namely Mr. Zhang Zhixue and Mr. Xia Zuoquan. Mr. Li is the chairman of the committee.

COMPLIANCE ADVISER

We have appointed Guotai Junan Capital Limited as our compliance adviser (the “Compliance Adviser”)
pursuant to Rule 3A.19 of the Listing Rules. Our Compliance Advisor will provide us with guidance and advice
as to compliance with the Listing Rules and applicable Hong Kong laws. Pursuant to Rule 3A.23 of the Listing
Rules, our Compliance Adviser will advise our Company in certain circumstances including:

(a) before the publication of any regulatory announcement, circular, or financial report;

(b) where a transaction, which might be a notifiable or connected transaction, is contemplated, including
share issues and share repurchases;

(c) where we propose to use the proceeds of the Global Offering in a manner different from that detailed in
this prospectus or where the business activities, development or results of our Group deviate from any
forecast, estimate or other information in this prospectus; and

(d) where the Stock Exchange makes an inquiry to our Company regarding unusual movements in the price
or trading volume of its listed securities or any other matters in accordance with Rule 13.10 of the Listing
Rules.

The term of appointment of our Compliance Adviser shall commence on the Listing Date and is expected to end
on the date on which we comply with Rule 13.46 of the Listing Rules in respect of our financial results for the
first full financial year commencing after the Listing Date.

194



DIRECTORS AND SENIOR MANAGEMENT

CORPORATE GOVERNANCE CODE

We aim to achieve high standards of corporate governance which are crucial to our development and safeguard
the interests of our Shareholders. To accomplish this, we expect to comply with the Corporate Governance Code
after the Listing.

COMPETITION

Each of our Directors confirms that as of the Latest Practicable Date, he or she did not have any interest in a
business, apart from the business of our Group in which Mr. Li and Ms. Li are interested, which competes or is
likely to compete, directly or indirectly, with our business, and requires disclosure under Rule 8.10 of the Listing
Rules.
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SUBSTANTIAL SHAREHOLDERS

So far as our Directors are aware, immediately following the completion of the Global Offering and assuming
that 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, the following persons are expected to have an interest
and/or short positions in the Shares or underlying shares of our Company which would fall to be disclosed to us
pursuant to the provisions of Divisions 2 and 3 of Part XV of the SFO, or, who are, directly or indirectly,
interested in 10% or more of the nominal value of any class of our share capital carrying rights to vote in all
circumstances at general meetings of our Company:

Name of substantial Capacity/Nature of Number of Shares / Approximate percentage of
shareholder Interest underlying shares interest in our Company
LI Guangyu Founder and beneficiary of 2,250,592,470 75.02%

(ZETF) (Notes 1 and 3) a discretionary trust;

interest in a controlled
corporation; beneficial

owner
Baikal Lake Investment Interest in a controlled 2,250,000,000 75.00%
Holdings Limited (Nete 1) corporation
GuangYu Investment Registered owner 2,250,000,000 75.00%
Holdings Limited (Note 1)
TMF (Cayman) Ltd. ere2)  Trustee of the discretionary 2,250,000,000 75.00%
trust
BOCOM International Beneficial owner 195,914,000 6.53%
Prosperity Investment
Limited (Note 4)
Notes:
(1) The entire share capital of GuangYu Investment is held by Baikal Lake Investment, as the nominee of TMF (Cayman) Ltd., the
trustee of Nan Hai Trust. Nan Hai Trust was established by Mr. Li (as the settlor) on 6 September 2016 as a discretionary trust for
the benefit of, among others, Mr. Li and Ms. Li.
2) TMF (Cayman) Ltd. is the trustee of Nan Hai Trust.
3) Includes Mr. Li’s entitlement to receive up to 592,470 Shares pursuant to the exercise of options granted to him under the Pre-IPO
Share Option Scheme, subject to the conditions (including vesting conditions) of these options.
“) BOCOM International Prosperity Investment Limited is a direct wholly-owned subsidiary of BOCOM International Asset

Management Limited, which is wholly owned by BOCOM International Holdings Company Limited, which is in turn wholly owned
by Bank of Communications Co., Ltd.. Therefore each of BOCOM International Asset Management Limited, BOCOM International
Holdings Company Limited and Bank of Communications Co., Ltd. is deemed to be interested in the Shares held by BOCOM
International Prosperity Investment Limited under the SFO. The number of Shares and percentage of shareholding of BOCOM
International Prosperity Investment Limited are calculated based on the Offer Price of HK$1.98 (being the low-end of the Offer
Price range set out in this prospectus).

Except as disclosed above, our Directors are not aware of any other person who will, immediately following the
completion of the Global Offering, have any interest and/or short positions in the Shares or underlying shares of
our Company which would fall to be disclosed to us pursuant to the provisions of Divisions 2 and 3 of Part XV
of the SFO, or, who are, directly or indirectly, interested in 10% or more of the nominal value of any class of our
share capital carrying rights to vote in all circumstances at general meetings of our Company. Our Directors are
not aware of any arrangement which may at a subsequent date result in a change of control of our Company.
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AUTHORISED AND ISSUED SHARE CAPITAL

The following is a description of the authorised and issued share capital of our Company in issue and to be issued
as fully paid or credited as fully paid immediately following the completion of the Global Offering:

Authorised Share Capital

Aggregate nominal
Number of Shares value of Shares

50,000,000,000 HK$500,000

Issued Share Capital

The issued share capital of our Company immediately following the completion of the Global Offering will be as
follows:

Aggregate nominal

Number of value of Shares % of the issued
Shares Description of Shares (HK$) share capital
2,250,000,000 Shares in issue as of the date of this prospectus 22.500 75.0%

750,000,000 Shares to be issued under the Global Offering 7,500 25.0%
3,000,000,000 Shares in total 30,000 100.0%
ASSUMPTIONS

The above table assumes that (i) the Global Offering becomes unconditional and Shares are issued pursuant to
the Global Offering and (ii) any options granted under the Pre-IPO Share Option Scheme are not exercised and
no Shares are granted under the Share Award Scheme. The above tables also do not take into account any Shares
which may be issued or repurchased by us under the general mandates granted to our Directors as referred to
below.

RANKING

The Offer Shares will rank pari passu in all respects with all Shares currently in issue or to be issued as
mentioned in this prospectus, and will qualify and rank equally for all dividends or other distributions declared,
made or paid on the Shares on a record date which falls after the date of this prospectus.

CIRCUMSTANCES UNDER WHICH GENERAL MEETINGS ARE REQUIRED

Our Company has only one class of Shares, namely ordinary shares, and each ranks pari passu with the other
Shares.

Pursuant to the Cayman Companies Law and the terms of the Memorandum of Association and Articles of
Association, our Company may from time to time by ordinary resolution of shareholders (i) increase its capital;
(ii) consolidate and divide its capital into shares of larger amount; (iii) divide its shares into several classes; (iv)
subdivide its shares into shares of smaller amount; and (v) cancel any shares which have not been taken. In
addition, our Company may subject to the provisions of the Cayman Companies Law reduce its share capital or
capital redemption reserve by its shareholders passing a special resolution. See the section headed “Summary of
the Constitution of our Company and Cayman Companies Law — Summary of the Constitution of the Company
— Articles of Association — Alteration of capital” in Appendix IV to this prospectus for further details.
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PRE-IPO SHARE OPTION SCHEME AND SHARE AWARD SCHEME

We adopted the Pre-IPO Share Option Scheme and the Share Award Scheme. See the section headed “Statutory
and General Information — D. Pre-IPO Share Option Scheme and Share Award Scheme” in Appendix V to this
prospectus for further details of the Pre-IPO Share Option Scheme and the Share Award Scheme.

GENERAL MANDATE TO ISSUE SHARES

Subject to the Global Offering becoming unconditional, our Directors have been granted a general unconditional

mandate to allot, issue and deal with Shares with a total nominal value of not more than the sum of:

. 20% of the aggregate nominal value of the Shares in issue immediately following completion of the Global
Offering (excluding any Shares which may be issued pursuant to the exercise of the options granted under
the Pre-IPO Share Option Scheme and the Share Award Scheme); and

. the aggregate nominal value of Shares repurchased by us under the authority referred to in the paragraph
headed “— General Mandate to Repurchase Shares” in this section.

This general mandate to issue Shares will expire at the earliest of:

. the conclusion of the next annual general meeting of our Company unless otherwise renewed by an
ordinary resolution of our Shareholders in a general meeting, either unconditionally or subject to
conditions;

. the expiration of the period within which our Company’s next annual general meeting is required by the
Memorandum of Association and Articles of Association or any other applicable laws to be held; or

. the date on which it is varied or revoked by an ordinary resolution of our Shareholders passed in a general
meeting.

See the section headed “Statutory and General Information — A. Further Information about our Company,

Subsidiaries and Consolidated Affiliated Entities — 4. Resolutions of the sole shareholder of our Company dated
8 February 2017 in Appendix V to this prospectus for further details of this general mandate to allot, issue and
deal with Shares.

GENERAL MANDATE TO REPURCHASE SHARES

Subject to the Global Offering becoming unconditional, our Directors have been granted a general unconditional
mandate to exercise all the powers of our Company to repurchase our own securities with nominal value of up to
10% of the aggregate nominal value of our Shares in issue immediately following the completion of the Global
Offering (excluding any Shares which may be issued pursuant to the exercise of the options granted under the
Pre-IPO Share Option Scheme and the Share Award Scheme).

The repurchase mandate only relates to repurchases made on the Stock Exchange, or on any other stock exchange
on which our Shares are listed (and which are recognised by the SFC and the Stock Exchange for this purpose),
and which are in accordance with the Listing Rules. A summary of the relevant Listing Rules is set out in the
section headed ““Statutory and General Information — A. Further Information about our Company, Subsidiaries
and Consolidated Affiliated Entities — 5. Repurchase of our own securities” in Appendix V to this prospectus.

This general mandate to repurchase Shares will expire at the earliest of:

. the conclusion of the next annual general meeting of our Company unless otherwise renewed by an
ordinary resolution of our Shareholders in a general meeting, either unconditionally or subject to
conditions; or

. the expiration of the period within which our Company’s next annual general meeting is required by the
Memorandum of Association and Articles of Association or any other applicable laws to be held; or

. the date on which it is varied or revoked by an ordinary resolution of our Shareholders passed in a general
meeting.

See the section headed “Statutory and General Information — A. Further Information about our Company,
Subsidiaries and Consolidated Affiliated Entities — 5. Repurchase of our own securities” in Appendix V to this
prospectus for further details of the repurchase mandate.
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THE CORNERSTONE PLACING

Pursuant to the cornerstone investment agreement entered into between BOCOM International Prosperity
Investment Limited (“BOCOM Investment”), our Company, the Sole Sponsor and First Capital Securities
Limited dated 14 February 2017, BOCOM Investment has agreed to subscribe for such number of Offer Shares
(rounded down to the nearest whole board of 2,000 Offer Shares) which may be purchased with an aggregate
amount of US$50 million at the Offer Price.

Assuming an Offer Price of HK$2.26 (being the mid-point of our Offer Price range of HK$1.98 to HK$2.54 per
Offer Share as set out in the prospectus), the total number of Shares BOCOM Investment would subscribe for
would be approximately 171,640,000 Shares, representing approximately 22.9% of the Offer Shares and
approximately 5.7% of our total number of shares in issue upon completion of the Global Offering (without
taking into account any Shares which may fall to be issued pursuant to the exercise of the options granted under
the Pre-IPO Share Option Scheme and grants under the Share Award Scheme).

Assuming an Offer Price of HK$1.98 (being the low-end of our Offer Price range of HK$1.98 to HK$2.54 per
Offer Share as set out in the prospectus), the total number of Shares BOCOM Investment would subscribe would
be 195,914,000 Shares, representing approximately 26.1% of the Offer Shares and approximately 6.5% of our
total number of shares in issue upon completion of the Global Offering (without taking into account any Shares
which may fall to be issued pursuant to the exercise of the options granted under the Pre-IPO Share Option
Scheme and grants under the Share Award Scheme).

Assuming an Offer Price of HK$2.54 (being the high-end of our Offer Price range of HK$1.98 to HK$2.54 per
Offer Share as set out in the prospectus), the total number of Shares BOCOM Investment would subscribe would
be 152,720,000 Shares, representing approximately 20.4% of the Offer Shares and approximately 5.1% of our
total number of shares in issue upon completion of the Global Offering (without taking into account any Shares
which may fall to be issued pursuant to the exercise of the options granted under the Pre-IPO Share Option
Scheme and grants under the Share Award Scheme).

BOCOM Investment is a direct wholly-owned subsidiary of BOCOM International Asset Management Limited.
BOCOM Investment is an investment holding company. BOCOM International Asset Management Limited acts
as the investment manager of BOCOM Investment. BOCOM International Asset Management Limited is wholly
owned by BOCOM International Holdings Company Limited, which is in turn ultimately wholly owned by Bank
of Communications Co., Ltd.

BOCOM Investment is an Independent Third Party, is not a connected person of our Company, and is not an
existing Shareholder or close associate of our Company. The Shares to be subscribed for by BOCOM Investment
will be counted towards the public float of our Company and will rank pari passu with the Shares then in issue
and to be listed on the Stock Exchange. Immediately following the completion of the Global Offering, BOCOM
Investment will not have any Board representation in our Company, nor will it become a substantial shareholder
of our Company. The cornerstone placement under the cornerstone investment agreement forms part of the
International Offering.

CONDITIONS PRECEDENT

The subscription obligation of BOCOM Investment to subscribe for the Shares is subject to, among other things,
the following conditions precedent:

(a) the Hong Kong Underwriting Agreement and the International Underwriting Agreement having been
entered into, become effective and having become unconditional (in accordance with their respective
original terms, as subsequently varied by agreement of the parties thereto or waived, to the extent it may
be waived, by the relevant parties);
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(b) the Offer Price having been agreed upon between the Company (for itself and on behalf of the Over-
allotment Option Grantor) and the Joint Global Coordinators (for themselves and on behalf of the
Underwriters);

() the Listing Committee having granted the approval for the listing of, and permission to deal in, the Shares
in issue and to be issued pursuant to the Global Offering and that such approval or permission having not
been revoked prior to the commencement of dealings in the Shares on the Stock Exchange;

(d) no laws shall have been enacted or promulgated by any governmental authority which prohibit the
consummation of the transactions contemplated under the Global Offering or under the cornerstone
investment agreement and there shall be no orders or injunctions from a court of competent jurisdiction in
effect precluding or prohibiting consummation of the transactions contemplated under the Global
Offering or the cornerstone investment agreement; and

(e) the respective representations, warranties, acknowledgements, undertakings and confirmations of
BOCOM Investment and the Company are (as of the date of the cornerstone investment agreement) and
will be (as of the Listing Date and, where applicable, the Delayed Delivery Date (as defined in the
cornerstone investment agreement)) accurate and true and not misleading and that there is no material
breach of the cornerstone investment agreement on the part of BOCOM Investment.

RESTRICTIONS ON DISPOSAL

BOCOM Investment has agreed that, without the prior written consent of each of the Company, the Sole Sponsor
and the Joint Bookrunners, it will not, and where the Shares are to be held by a subsidiary of the BOCOM
Investment (an “Investor Subsidiary”), will procure that such subsidiary will not, at any time during the period
of six months following the Listing Date (i) offer, pledge, charge, sell, contract to sell, mortgage, lend, create,
transfer or otherwise dispose of any of the Relevant Shares (as defined below) or any legal or beneficial interest
including by creation of any agreement to create or sell or grant any option or contract to purchase any warrant or
right to purchase or purchasing any option or contract to sell in any company or entity (directly or indirectly)
holding any of the Shares to be subscribed by it pursuant to the cornerstone investment agreement (the “Relevant
Shares”) or any securities convertible into or exercisable or exchangeable for or representing the right to receive
such Relevant Shares; or (ii) enter into any swap, derivative or other arrangement that transfers to another, in
whole or in part, any economic consequences or incidence of ownership of the Relevant Shares; (iii) enter into
any transactions directly or indirectly with the same economic effect as any aforesaid transactions; (iv) publicly
announce any intention to enter into any aforesaid transactions; or (v) agree or contract to do any of the aforesaid
transactions.

BOCOM Investment may transfer the Shares so subscribed in certain limited circumstances, such as transfer to a
wholly-owned subsidiary of BOCOM Investment, provided, among others, that such wholly—owned subsidiary
provides a written undertaking in favour of the Company, the Sole Sponsor and First Capital Securities Limited
agreeing to, and BOCOM Investment and the Investor Subsidiary (if applicable) undertakes to procure that such
wholly-owned subsidiary will, be bound by BOCOM Investment’s obligations under the cornerstone investment
agreement.
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You should read the following discussion and analysis with our audited combined financial information,
including the notes thereto, included in the Accountants’ Report in Appendix I to this prospectus. Our
combined financial information has been prepared in accordance with IFRS, which may differ in material
aspects from generally accepted accounting principles in other jurisdictions, including the United States.

The following discussion and analysis may contain forward-looking statements that reflect our current views
with respect to future events and financial performance. These statements are based on our assumptions and
analysis in light of our experience and perception of historical trends, current conditions and expected future
developments, as well as other factors we believe are appropriate under the circumstances. However, whether
actual outcomes and developments will meet our expectations and predictions depends on a number of risks
and uncertainties. In evaluating our business, you should carefully consider the information provided in the
section headed “Risk Factors” in this prospectus.

For the purpose of this section, unless the context otherwise requires, references to 2014, 2015 and 2016
school years refer to years ended 31 August of such years. Unless the context otherwise requires, financial
information described in this section is described on a combined basis.

OVERVIEW

We were the largest provider of private education from kindergarten to university in China by student enrolments
for the 2015/2016 school year, according to the Frost & Sullivan Report. We had 48,220 students enrolled at our
schools for the 2015/2016 school year, giving us a market share of approximately 0.11% in the fragmented PRC
private education industry according to the Frost & Sullivan Report. Our university, Zhengzhou Technology and
Business University, had 25,063 students enrolled in the 2015/2016 school year, while our 24 private schools for
grades K-12 on 16 campuses across Henan Province had an aggregate of 23,157 students enrolled in the same
school year. With our significant scale and extensive experience in the private education industry, we believe we
are well-placed to benefit from growth and consolidation within the fragmented private education industry.

We have experienced significant growth in our student enrolments, revenue, gross profit and Adjusted Net Profit
over the Track Record Period. Our overall student enrolment grew from 35,431 for the 2013/2014 school year to
48,220 for the 2015/2016 school year. Our revenue increased from RMB599.3 million for the year ended
31 August 2014 to RMB697.7 million for the year ended 31 August 2015, and further to RMB781.3 million for
the year ended 31 August 2016. Our gross profit increased from RMB266.8 million for the year ended 31 August
2014 to RMB318.3 million for the year ended 31 August 2015, and further to RMB406.2 million for the year
ended 31 August 2016. Our profit for the year decreased from RMB207.8 million for the year ended 31 August
2014 to RMBO91.2 million for the year ended 31 August 2015, but then increased to RMB311.7 million for the
year ended 31 August 2016. Our Adjusted Net Profit increased from RMB207.8 million for the year ended 31
August 2014 to RMB245.1 million for the year ended 31 August 2015, and further to RMB322.1 million for the
year ended 31 August 2016. For discussions of Adjusted Net Profit, see the paragraph headed “— Non-IFRS
Measure” in this section.

BASIS OF PRESENTATION

Pursuant to the Reorganisation as more fully explained in the section headed “History, Reorganisation and
Corporate Structure — Corporate Reorganisation” in this prospectus, our Company became the holding company
of the companies now comprising our Group in September 2016. The Reorganisation represents business
combinations involving entities under common control of the Controlling Shareholders. Therefore, the
Reorganisation has been accounted for as a business combination under common control in a manner similar to
the principles of merger accounting. The Combined Financial Statements of our Group for the Track Record
Period include the combined financial position, results, cash flows and changes in equity of the companies now
comprising our Group as if the existing Group structure had been in existence throughout the Track Record
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Period or since their respective dates of incorporation/establishment or acquisition, whichever is the shorter
period. The combined financial information of the certain combined affiliated entities that have been disposed of
was included in the Combined Financial Statements of our Group up to the date of their respective disposal as
they formed an integral part of our business and they were under common control of the Controlling
Shareholders. Intra-group transactions, balances and unrealised gains/losses on transactions between our Group
companies are eliminated on combination.

During the Track Record Period, due to regulatory restrictions on foreign ownership in the schools in the PRC,
our business operations were carried out by our combined affiliated entities in PRC. The wholly-owned
subsidiary of our Company, WFOE, has entered into the Contractual Arrangements with, among others, our
combined affiliated entities and their respective equity holders. The Contractual Arrangements enable WFOE to
exercise effective control over our combined affiliated entities and obtain substantially all economic benefits of
them. Accordingly, our combined affiliated entities are combined in the Combined Financial Statements
continuously. Details of the Contractual Arrangements are disclosed in the section headed ‘“Contractual
Arrangements” in this prospectus.

Our Group does not have any equity interest in our combined affiliated entities. However, our combined
affiliated entities were ultimately under the control of the Controlling Shareholders, and through the Contractual
Arrangements, both our combined affiliated entities and the business carried out by them are under the effective
control of the Controlling Shareholders. Consequently, our Company regards our combined affiliated entities as
indirect subsidiaries for the purpose of the Combined Financial Statements and related notes. The companies now
comprising our Group were under the common control of the Controlling Shareholders before and after the
Reorganisation. Accordingly, for the purpose of this prospectus, the Combined Financial Statements have been
prepared by applying the principles of merger accounting as if the Reorganisation had been completed at the
beginning of the Track Record Period.

For the purpose of preparing and presenting the Combined Financial Statements for the Track Record Period, we
have adopted IFRS which are effective for our financial period beginning on 1 September 2013 consistently
throughout the Track Record Period.

FACTORS AFFECTING OUR RESULTS OF OPERATIONS

Our results of operations have been, and are expected to continue to be, affected by a number of factors, which
primarily include the following:

Demand for Private Education in China

During the Track Record Period, we derived all of our revenue from the private education services provided
through our schools in China. As a result, our results of operations and financial conditions are significantly
affected by the demand for private education in China.

The key factors that drive the demand for private education in China primarily include increases in living
expenditure of urban households on education, growth of school-age population and favourable policies and
regulations on private education. Our business has benefited from the growth of China’s economy and the
increasing living expenditure of urban households on education. According to the Frost & Sullivan Report, the
overall economic growth and the increase in per capita GDP in China have increased the level of per capita living
expenditure of urban households on education in China, which increased at a CAGR of 7.7% from 2011 to 2015.
According to the Frost & Sullivan Report, Chinese parents have historically placed a high value on their
children’s education, and they are willing to incur significant costs so that their children are able to receive high-
quality education. This, together with the increasing PRC urban household income and wealth, has played a
significant role in the increase in the demand for private education in China.
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Furthermore, the “one-child policy” in China had historically kept the PRC urban population growth low during
the past four decades. However, such policy was relaxed by the PRC government recently and the effect on such
relaxation on the growth in the PRC urban population and school-age population is expected to show from 2016
and 2019 according to the Frost & Sullivan Report. Therefore, we anticipate the demand for private education in
China, in particular the K-12 education, to continue to increase. In addition, the Chinese government has issued a
series of policies and regulations to encourage and promote the development of private education, such as
encouraging private capitals to flow into the education business and calling for equal treatment to private schools
and public schools. It is expected that more favourable policies are likely to be introduced to further drive the
development of PRC private education, according to the Frost & Sullivan Report.

Student Enrolments

Our revenue generally depends on the number of students enrolled at our schools and the level of tuition fees we
charge. During the Track Record Period, the total number of students enrolled in our University increased from
19,568 in the 2013/2014 school year to 25,063 in the 2015/2016 school year. In addition, the number of students
enrolled in our K-12 schools increased from 15,863 in the 2013/2014 school year to 23,157 in the 2015/2016
school year. We believe student enrolment is generally dependent on, among other things, the reputation and
capacity of our schools.

One of the most important factors that the students and parents would consider when choosing their schools is the
reputation of the school. For our University, our reputation is built on our higher than average graduate
employment rate and average starting salary than the averages of universities in Henan Province, which are
attributable to our practical curriculum and emphasis on career services. For our K-12 schools, our students’
excellent achievements in Zhongkao and Gaokao, our diverse and internationalised curriculum and our
philosophy of focusing on the well-rounded development of our students have established our outstanding
reputation as a leading private school operator in Central China. If we were not able to maintain and continue to
enhance our reputation, we may not be able to maintain or increase our student enrolment level.

Student enrolment may be restrained by the capacity of our schools if we do not increase our school capacity in
line with our student enrolment growth. Certain of our schools have unused land that could be used to build more
dormitories, teaching buildings and other necessary facilities to accommodate additional students that we intend
to enrol in the future and drive the growth in our revenue. For our University, the student enrolment may also be
restrained by the admission quota set by the local PRC education bureau. We may apply for an additional annual
admission quota in the future, taking into account various factors, including, among others, the demand for places
in our University, the capacity of our University and our operating efficiency. See the section headed “Business —
Our Students and Student Recruitment — Our Students” in this prospectus for more information.

Tuition Fees

Our revenue is affected by the level of tuition fees that we are able to charge. For our schools other than
kindergartens, we generally require students to pay tuition fees, including boarding fees and meal fees, if any,
prior to the commencement of each new school year. The tuition fees we charge are typically based on the
demand for our educational programmes, the cost of our operations, the geographic markets where we operate
our schools, the tuition fees charged by our competitors, our pricing strategy to gain market share and general
economic conditions in China and the areas in which our schools are located. For the tuition fee information, see
the section headed “Business — Overview of Our Schools — Tuition Fees” in this prospectus. For our schools
other than our kindergartens, any proposed tuition fee raise is normally subject to necessary governmental
approvals. See section headed “Risk Factors — Risks Relating to Our Business and Our Industry — Our business
and results of operations depend on the level of tuition we are able to charge and our ability to maintain and raise
tuition levels.”

Our revenue is also affected by the mix of our tuition fees income. For our University, the tuition fees vary
depending on the different academic programmes that our students choose to enrol. Generally, the tuition fee
level for our bachelor’s degree programmes is higher than that of our junior college diploma programmes. In
addition, the tuition fee level for our applied technology majors, such as civil engineering and gem and material
technology, is generally higher than that of our other majors, such as accounting and foreign languages. For our
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K-12 schools, the tuition fee level of our high school programmes is generally higher than our other K-12
programmes, which is the industry norm. Also, the tuition fees level of different campus of our K-12 schools
may vary, which is primarily attributable to our pricing strategy based on the economic conditions of the regions,
demand for private educations and local competitions. Therefore, due to the changes in the number of students
enrolled in different academic programmes, majors and campuses, the mix of our tuition fees income may subject
to fluctuations.

According to the Frost & Sullivan report, the private education industry has fairly high entry barriers. Given our
leading position in our existing markets, our outstanding reputation, our premium education quality and the strong
demand for our services, we believe we will be able to optimise our pricing without compromising our competitive
edges. While we have successfully increased tuition rates of certain of our schools during the Track Record Period,
there is no guarantee we will be able to continue to raise tuition rates in the future. See the section headed “Risk
Factors — Risks Relating to our Business and our Industry — Our business and results of operations depend on the
level of tuition we are able to charge and our ability to maintain and raise tuition levels” in this prospectus. For
those students who did not complete their study with us, we also have refund policies in line with relevant rules.

Our School Utilisation Rate

In addition to student enrolment and tuition fees, the utilisation rate of our schools’ facilities is a key driver of
revenue growth and gross margin. Utilisation rate is calculated as the number of students enrolled divided by the
capacity for a given school.

Independent of the level of student enrolment in any given year, we incur a significant amount of fixed costs
relating to the operation of our business. Certain schools of ours have not reached their full capacity. We intend
to increase their utilisation rate by recruiting more students for our K-12 schools and University. Enrolment of
additional students in those schools will not increase fixed costs, but the increased utilisation rate may result in
lower per student costs and higher potential profits. For the 2015/2016 school year, our school utilisation rate
was 67.7% based on a maximum capacity to accommodate approximately 71,200 students in all of our schools.
For our developed schools, which commenced operations in or before the 2013/2014 school year, our school
utilisation rate was 75.1% for the 2015/2016 school year. See the section headed “Business — Overview of our
Schools — Capacity and Utilisation” in this prospectus. The utilisation rate of schools in newly entered markets
is typically lower because a period of time is needed for us to build brand recognition and market our educational
programmes in new geographic areas. If we expand our campus facilities at the schools we presently operate, our
overall utilisation rate may decrease temporarily until we are able to enrol more students. Accordingly, a key
driver of success is identifying the proper time to expand our capacity, whether by entering new markets or by
constructing additional buildings at existing facilities, and, following such expansion, quickly increase student
enrolment in the new facilities.

Ability to Control Our Costs and Expenses

Our profitability also depends, in part, on our ability to control our operating costs and expenses. For the years
ended 31 August 2014, 2015 and 2016, our cost of revenue represented approximately 55.5%, 54.4% and 48.0%
of our total revenue, respectively. Our cost of revenue consists primarily of teaching staff costs and depreciation
and amortisation expenses. Our teaching staff costs mainly comprise teachers’ salaries and benefits and
constitute approximately 19.3%, 21.3% and 23.2% of our total revenue for the years ended 31 August 2014, 2015
and 2016, respectively. Teaching staff costs increased from RMB115.9 million for the year ended 31 August
2014 to RMB148.5 million for the year ended 31 August 2015, and further to RMB181.2 million for the year
ended 31 August 2016, mainly reflecting our continuing efforts to recruit additional qualified teachers and to
retain our dedicated teachers by increasing their compensation to improve the quality of education we provide
and support the increase in our student enrolment.
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Furthermore, for the years ended 31 August 2014, 2015 and 2016, the total amount of administrative expenses
and selling expenses as a percentage of our total revenue was approximately 8.4%, 8.4% and 9.5%, respectively.
The major component of our administrative expenses and selling expenses is administrative staff costs and
selling staff costs, respectively. The total amount of administrative staff costs and selling staff costs as a
percentage of our total revenue was approximately 4.4%, 5.0% and 5.0%, respectively.

As a result, the staff costs, which include the teaching staff costs, administrative staff costs and selling staff costs,
which constitute approximately 23.7%, 26.2% and 28.2% of our revenue for the years ended 31 August 2014,
2015 and 2016, respectively. We expect the staff cost to continue to be our most significant costs and expenses
going forward, particularly in light of our plan to expand our school network and increase our school capacity,
which requires more teachers and other employees. We have adopted the Pre-IPO Share Option Scheme and the
Share Award Scheme to selectively reward and incentivise our key teachers and management. Leveraging our
centralised management system, we expect to benefit from the economy of scale with the expansion of our
school network and the growth of our administrative staff cost will be slower than the growth of our revenue. We
also plan to offer a variety of employee benefits to our teachers and other staff, including more professional
trainings and improved career development programmes, which would help us maintain our low turnover rate
without incurring significant staff cost.

We have adopted the Pre-IPO Share Option Scheme to selectively reward and incentivise our key teachers and
management. The Pre-IPO Share Option Scheme is conditional on the completion of the Listing which is
estimated to be in February 2017. The pre-IPO share options granted under the Pre-IPO Share Option Scheme
will not be vested until the relevant grantees complete specified period of service. Accordingly, we will account
for the amounts of the fair value of options granted as costs for such services provided by the relevant grantees to
us during the relevant vesting period, with a corresponding increase in equity from February 2017. No
compensation expenses will be recognised until the completion of the Listing. We have engaged an independent
third party valuer to perform an valuation of the fair value of the pre-IPO share options. The fair value of the pre-
IPO share options was measured based on the binomial lattice model. The key bases and assumptions used in the
valuation include, among others, (i) the maturity of up to 20 years; (ii) grant date share price of HK$2.58 and
exercise price of HK$0.00001; (iii) expected volatility of 62% for the pre-IPO share options, which is based on
the historical daily price movements of comparable listed companies in the same industry as the Company;
(iv) the risk-free rate of 1.10%, which is determined by reference to the yield of Hong Kong sovereign bond with
similar maturities; (v) the pre-IPO share options being granted under a service condition, which has not been
taken into account in the grant date fair value measurement of the services received; and (vi) no market
conditions associated with the share option grants. After the Listing, the fair value of the pre-IPO share options
will be amortised over the relevant vesting period of respective grantees and recognized as expenses, which may
increase our staff cost in the future. Our financial results might be materially and adversely affected by an
increase in staff costs as a result of the grant of pre-IPO share options.

CRITICAL ACCOUNTING POLICIES, JUDGEMENTS AND ESTIMATES

We have identified certain accounting policies that we believe are most significant to the preparation of our
Combined Financial Statements. Some of our accounting policies involve subjective assumptions and estimates,
as well as complex judgments relating to accounting items. Estimates and judgments are continually re-evaluated
and are based on historical experience and other factors, including industry practices and expectations of future
events that are believed to be reasonable under the circumstances. We have not changed our material
assumptions or estimates in the past and have not noticed any material errors regarding our assumptions or
estimates. Under current circumstances, we do not expect that our assumptions or estimates are likely to change
significantly in the future. When reviewing our Combined Financial Statements, you should consider (i) our
critical accounting policies, (ii) the judgements and other uncertainties affecting the application of such policies
and (iii) the sensitivity of reported results to changes in conditions and assumptions.
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Our significant accounting policies, which are important for an understanding of our financial condition and
results of operations, are set forth in detail in Note 4 to the Accountants’ Report in Appendix I to this prospectus.
Our critical accounting estimates and judgements that were used in the preparation of our Combined Financial
Statements are set forth in Note 6 to the Accountants’ Report in Appendix I to this prospectus.

RESULTS OF OPERATIONS

The following table presents a summary of our combined statements of comprehensive income for the years
ended 31 August 2014, 2015 and 2016, which are derived from, and should be read in conjunction with, our
Combined Financial Statements, including the notes thereto, included in the section headed “Accountants’
Report” in Appendix I to this prospectus.

For the year ended 31 August

2014 2015 2016

(RMB’000) (RMB’000) (RMB’000)
Revenue . ... ... . 599,337 697,706 781,331
Costofrevenue . ... (332,495) (379,404) (375,133)
Gross profit . ....... ... .. .. ... 266,842 318,302 406,198
Selling EXPENSES . . vttt ettt e e (4,010) (4,395) (4,196)
AdmINISrative €XPENSES . « v v v v vttt e et e (46,256) (54,283) (70,421)
Other iNCOME . . . . . e e e e e e e 7,864 9,534 6,442
Other gains/(I0SSES) . . . v v ottt 874 (153,645) (337)
Operating profit ........ .. ... ... ... .. .., 225,314 115,513 337,686
FInance inCOME . . .. ...ttt 2,820 3,612 1,328
Finance eXpenses . . . ... o.v ittt (20,306) (27,925) (27,338)
Profit before taxation ............. ... ... ... . . ... . . . . ... . ... 207,828 91,200 311,676
INCOME taX EXPEINSE .« .« . vttt ettt et e e — — —
Profit for theyear ............ .. .. ... ... .. ... .. ... .. ... .. .. .. 207,828 91,200 311,676
Non-IFRS Measure:
Adjusted Net Profitd ... .. ... ... ... ... .. ... . .. . ... ... 207,828 245,070 322,056
Note:
(1) Adjusted Net Profit represents profit for the year plus (i) the one-off termination fee paid to Henan Polytechnic University pursuant

to the HPU Termination Agreement in July 2015 and (ii) the expenses in relation to the Listing incurred in the year ended 31 August
2016. For details of our prior cooperation with Henan Polytechnic University and the subsequent termination of the cooperation, see
the section headed “Business — Overview of our Schools — Prior Cooperation with Henan Polytechnic University” in this
prospectus. Adjusted Net Profit is not a measure of performance under IFRS. The use of Adjusted Net Profit has material limitations
as an analytical tool, as it does not include all items that impact our profit for the relevant year. See the paragraph headed “— Non-
IFRS Measure” in this section.

NON-IFRS MEASURE

To supplement our Combined Financial Statements which are presented in accordance with IFRS, we also use
Adjusted Net Profit as an additional financial measure. 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 combined 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.

Adjusted Net Profit eliminates the effect of certain non-recurring items, namely (i) the one-off termination fee
payment made to Henan Polytechnic University pursuant to the HPU Termination Agreement in July 2015 and
(i) the expenses relating to the Listing. For details of our prior cooperation with Henan Polytechnic University
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and the subsequent termination of the cooperation, see the section headed “Business — Overview of Our Schools
— Prior Cooperation with Henan Polytechnic University” in this prospectus. The term “Adjusted Net Profit” is
not defined under IFRS. The use of Adjusted Net Profit has material limitations as an analytical tool, as it does
not include all items that impact our net profit for the relevant years. The effect of the one-off termination fee and
expenses relating to the Listing that is eliminated from Adjusted Net Profit is significant component in
understanding and assessing our operating and financial performance.

In light of the foregoing limitations for Adjusted Net Profit, when assessing our operating and financial
performance, you should not view Adjusted Net Profit in isolation or as a substitute for our profit for the year or
any other operating performance measure that is calculated in accordance with IFRS. In addition, because this
non-IFRS measure may not be calculated in the same manner by all companies, they may not be comparable to
other similarly titled measures used by other companies.

The following table reconciles our Adjusted Net Profit for the years presented to the most directly comparable
financial measure calculated and presented in accordance with IFRS, which is profit for the year:

For the year ended 31 August

2014 2015 2016
(RMB’000) (RMB’000) (RMB’000)
Profitforthe year ......... ... . .. . .. 207,828 91,200 311,676
Add:
One-off termination fee . . . . ... ... — 153,870 —
Expenses relating to the Listing . ............ ... ... .. ... ...... — — 10,380
Adjusted Net Profit ............. ... .. ... ... ... .. ... ... ...... 207,828 245,070 322,056

KEY COMPONENTS OF OUR RESULTS OF OPERATIONS
Revenue

Our revenue is measured at the fair value of the amounts receivable for the education services that we provided
in normal course of business, net of discounts, financial assistance and refunded tuitions. We derive all of our
revenue from tuition fees our schools collect from students. For our schools other than kindergartens, we
generally require students and their families to pay tuition fees (including the boarding fees and meal fees, if any)
for the entire school year upfront, and recognise revenue proportionately over the relevant year of the applicable
programme. For the tuition fees information, see the section headed “Business — Overview of Our Schools —
Tuition Fees” in this prospectus.

For the boarding students, the tuition fees include boarding fees. For students in our kindergartens and certain
primary schools, the tuition fees also include meal fees for (i) the meal services provided by the canteens
operated by our schools and (ii) the meal services procured by our schools from Independent Third Parties. In the
event a student leaves his/her school during the school year, we have tuition refund policies in line with relevant
rules. The tuition fees refunded each year during the Track Record Period were minimal.
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The following table sets forth the listed tuition fees information for our schools for the 2013/2014, 2014/2015,

2015/2016 and 2016/2017 school years:

Listed Tuition Fees®)®

2013/2014 2014/2015 2015/2016 2016/2017
school year school year school year school year
(RMB) (RMB) (RMB) (RMB)

University

Bachelor’s degree programmes 13,100~15,100 13,100~15,100 13,100~15,100 13,100~15,100

Junior college diploma programmes .. ... 8,900 8,900 8,900 8,900
Highschools ............ ... .. .. .... 20,000~33,000 21,000~31,500 19,500~33,500 20,500~35,500
Middle schools . ................ ... .... 8,000~33,000 11,000~31,500 12,000~33,500 13,000~35,500
Primary schools ....................... 8,000~30,000 14,500~32,000 14,000~34,000 15,000~39,000
Kindergartens ............... .. .. ...... 17,000~26,500 16,000~28,500 16,000~32,500 17,000~35,000
Notes:

(1) Tuition fees shown above for our University, high schools, middle schools and primary schools include boarding fees. Tuition fees
shown above for our kindergartens and certain primary schools include meal fees.
2) The tuition fees information shown above does not cover the tuition fees of the foreign language programmes, namely China-Korea

programme, China-U.S. programme and China-Australia programme, offered by our high schools to a limited number of students.
Our foreign language programmes are PRC education programmes with enhanced foreign language courses. For the 2013/2014
school year, 2014/2015 school year, 2015/2016 school year and 2016/2017 school year, the tuition fees of our foreign language
programmes were approximately RMB36,000, RMB34,500~RMB58,500, RMB38,500~60,500 and RMB40,500~62,500,
respectively.

During the Track Record Period, the listed tuition fees of our University remained stable. During the Track
Record Period, we generally raised the tuition fees for our K-12 schools each school year. For the 2013/2014
school year, the lower end of the listed tuition fees range of our middle schools and primary schools was
approximately RMBS8,000, because we launched our Kaifeng YuHua Elite School campus in September 2012,
which charged relatively lower tuition fees per student for the 2012/2013 and the 2013/2014 school years to
attract student enrolment as part of our marketing strategy. For each of the 2014/2015 school year and 2015/2016
school year, the lower end and/or higher end of the listed tuition fees range of our K-12 schools dropped by
RMBS500~RMB1,500 as compared to the previous year, respectively. The slight drop was primarily because we
excluded the meal fees from the listed tuition fees of certain schools, as we ceased to procure catering services
for students at such schools. Instead, students at those schools started to purchase meals directly from the
canteens operated by Independent Third Parties.

For our University, according to our tuition fees policy, the tuition fee raise will be only applicable to the
incoming freshman year students and the tuition fee rate of the existing students throughout their university life
remains at the rate they paid for their freshman year. For our K-12 schools, we normally raise the tuition fees
every school year. Our existing K-12 students are eligible to the “existing student discount” of paying tuition fees
at the pre-raise rate if they can pay the tuition fees in full for the upcoming school year before a deadline set by
our schools, which is normally mid-to-late May. During the Track Record Period, almost all of our existing K-12
students had chosen to pay tuition fees in advance and received the “existing student discount”.

For the years ended 31 August 2014, 2015 and 2016, we generated a total revenue of RMB599.3 million,
RMB697.7 million and RMB781.3 million, respectively. As advised by our PRC Legal Adviser, according to
relevant PRC laws and regulations, our schools were exempt from PRC business tax and VAT during the Track
Record Period.
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The following table sets forth a breakdown of our revenue by segment for the years indicated:

For the year ended 31 August

2014 2015 2016

(RMB’000) (RMB’000) (RMB’000)

University tuition fees . ... .....oo ittt 235,930 280,202 294,551
Grade 1-12 tuition fees .. ........ .. .. i 331,129 374,979 435,773
Kindergarten tuition fees . . ............ .. ... .. 32,278 42,525 51,007
Total .. 599,337 697,706 781,331

The following table sets forth a breakdown of our student enrolment by segment for the years indicated:

For the year ended 31 August

2014M 2015@ 2016®
UNIVETISILY oottt e e e e e e e e e 19,568 23,692 25,063
Grade 1-12SchoolS . ..o 13,948 17,491 20,400
Kindergartens . .............ooiniii i 1,915 2,396 2,757
Total ..o 35,431 43,579 48,220
Notes:
(1) Represents the student enrolment data for the 2013/2014 school year.
2) Represents the student enrolment data for the 2014/2015 school year.
3) Represents the student enrolment data for the 2015/2016 school year.

The following table sets forth a breakdown of our average tuition fees by segment for the years indicated:

For the year ended 31 August

2014 2015 2016

(RMB) (RMB) (RMB)

Average tuition fees of University® . ....... ... ... ... ....... 12,057 11,827 11,752

Average tuition fees of Grade 1-12 schools™® .. ................. 23,740 21,438 21,361

Average tuition fees of kindergartens™®™ ....................... 16,855 17,748 18,501
Note:

(1) Average tuition fees of a segment for a given year equal to the revenue of such segment for such year divided by the student

enrolments for the corresponding school year.

The fluctuations in the average tuitions fees of our University during the Track Record Period were mainly due to
the changes in the student mix of different academic programmes and majors as the tuition fees for different
academic programmes and majors may vary. Generally, the tuition fee level for our bachelor’s degree
programmes is higher than that of our junior college diploma programmes. In addition, the tuition fee level for
our applied technology majors, such as civil engineering and gem and material technology, is generally higher
than that of our other majors, such accounting and foreign languages.

Although we generally had increased the tuition fees for our K-12 schools during the Track Record Period, the
average tuition fees of our K-12 schools experienced certain fluctuations due to a number of factors as discussed
below.

Average tuition fees of our Grade 1-12 schools decreased from RMB23,740 for the year ended 31 August 2014
to RMB21,438 for the year ended 31 August 2015, primarily because we launched four new Grade 1-12 schools
on two new campuses in September 2014, namely Xuchang YuHua Elite School campus and Jiyuan YuHua Elite
School campus. The tuition fees charged for these new schools were generally lower than our existing Grade 1-
12 schools, which resulted in a decrease in the average tuition fees of Grade 1-12 schools. The decrease was also
partially attributable to the exclusion of meal fees from the tuition fees charged by certain schools of ours as we
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ceased to procure catering services for students at such schools. Average tuition fees of our Grade 1-12 schools
remained stable at RMB21,361 for the year ended 31 August 2016, because the increase in tuition level of certain
schools was offset by the relatively lower tuition fees charged by those new schools that continued to ramp up
student recruitments.

Average tuition fees of our kindergartens increased from RMB16,855 for the year ended 31 August 2014 to
RMB17,748 for the year ended 31 August 2015, primarily because we increased the tuition level of certain
kindergartens, partially offset by the exclusion of meal fees from the tuition fees charged by certain
kindergartens, as we outsourced the canteens in those kindergartens to Independent Third Parties. As we
continued to raise the tuition level of our kindergartens, the average tuition fees increased to RMB18,501 for the
year ended 31 August 2016.

Cost of Revenue

Cost of revenue consists primarily of teaching staff costs, depreciation and amortisation, catering service
expenses, annual fee, training and scholarship expenses, school consumables and other expenses. The following
table sets forth the components of our cost of revenue for the years indicated:

For the year ended 31 August

2014 2015 2016

(RMB’000) (RMB’000) (RMB’000)

Teaching staff costs . .. ... 115,886 148,487 181,201
Depreciation and amortisation . ..............c..iuiriiinenanan.. 53,406 61,620 69,014
Catering SETVICE EXPEIMSES « . v v v vttt ettt e e e e e e 42,846 32,778 27,095
School consumables . ............ . . . 18,712 22,818 26,900
Annual fee . ... . 37,240 40,656 963
Student training and scholarship expenses ......................... 23,259 30,246 24,107
Other EXPENSES . . v vttt et e e e e 41,146 42,799 45,853
Total ... 332,495 379,404 375,133

Teaching staff costs consist of salaries and other compensations paid to our teachers and other staff involved in
teaching activities, which we incurred and booked as our cost of revenue. Depreciation and amortisation relate to
the depreciation and amortisation of land use right, buildings, equipment and teaching software. Catering service
expenses consist primarily of (i) the expenses relating to a limited number of canteens run by certain primary
schools and kindergartens of ours; and (ii) the fees for the catering services we procured from Independent Third
Parties for our students at certain primary schools and kindergartens of ours. School consumables primarily
consist of textbooks, teaching materials and school uniforms. Annual fee consists of (i) the annual fee paid to
Henan Polytechnic University pursuant to HPU Cooperation Agreement, which was terminated in July 2015; and
to a lesser extent, (ii) the annual fee paid to the Affiliated High School of Peking University pursuant to the PKU
Cooperation Agreement, which was terminated in July 2016. Student training and scholarship expenses consists
of expenses relating to the exchange programmes provided to certain outstanding students free of charge as well
as the scholarships provided to our students. Other expenses primarily consist of utilities expenses, operating
lease expenses, maintenance expenses, office expenditure and travel expenses. For the years ended 31 August
2014, 2015 and 2016, teaching staff costs was the largest component of our cost of revenue, which amounted to
RMB115.9 million, RMB148.5 million and RMB181.2 million, respectively, representing 19.3%, 21.3% and
23.2% of our total revenue, respectively.
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The following table sets forth a breakdown of our cost of revenue by segment for the years indicated:

For the year ended 31 August

2014 2015 2016

(RMB’000) (RMB’000) (RMB’000)

UNIVETSILY .« vttt et e e e e e e e e e 128,989 142,428 108,043
Grade 1-12SChoOlS . ... . i 184,138 212,381 237,860
Kindergartens . ............iiiiin 19,368 24,595 29,230
Total ... 332,495 379,404 375,133

Gross Profit and Gross Margin

Gross profit represents revenue less cost of revenue. For the years ended 31 August 2014, 2015 and 2016, our
gross profit was RMB266.8 million, RMB318.3 million and RMB406.2 million, respectively, and our gross
profit margin was 44.5%, 45.6% and 52.0%, respectively.

The following table sets forth a breakdown of our gross profit and gross profit margin by segment for the years
indicated:

For the year ended 31 August

2014 2015 2016
University ................. 106,941 45.3% 137,774 49.2% 186,508 63.3%
Grade 1-12 schools . ......... 146,991 44.4% 162,598 43.4% 197,913 45.4%
Kindergartens .............. 12,910 40.0% 17,930 42.2% 21,777 42.7%
Overall ................... 263,842 44.5% 318,302 45.6% 406,198 52.0%

Selling Expenses

Selling expenses consist primarily of salaries and other compensations paid to our selling and marketing staff and
marketing expenses relating to our general promotion and marketing activities. For the years ended 31 August
2014, 2015 and 2016, our selling expenses were RMB4.0 million, RMB4.4 million and RMB4.2 million,
respectively. The following table sets forth the breakdown of our selling expenses for the years indicated:

For the year ended 31 August

2014 2015 2016

(RMB’000) (RMB’000) (RMB’000)

Selling staff COStS .. ..o vt e 326 411 542
Marketing EXpenSes . « .« v v v vttt e e 3,684 3,984 3,654
Total .. 4,010 4,395 4,196

Administrative Expenses

Administrative expenses primarily consist of salaries and other compensations paid to our administrative staff
(including principals, vice principals and other non-teaching staff), depreciation and amortisation of office
buildings, equipment and software for general administrative purposes, expenses in relation to the Listing and
other expenses. For the years ended 31 August 2014, 2015 and 2016, our administrative expenses were RMB46.3
million, RMB54.3 million and RMB70.4 million, respectively. For the years ended 31 August 2014, 2015 and
2016, our administrative staff costs were the largest component of our administrative expenses, which amounted
to RMB25.8 million, RMB34.2 million and RMB38.8 million, respectively, representing 4.3%, 4.9% and 5.0%
of our revenue, respectively. We incurred RMB10.4 million expenses in relation to the Listing for the year ended
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31 August 2016, which primarily consist of fees paid to certain professional parties. The following table sets
forth the breakdown of our administrative expenses for the years indicated:

For the year ended 31 August

2014 2015 2016

(RMB’000) (RMB’000) (RMB’000)

Administrative staff costs .. ... ... 25,789 34,153 38,768
Depreciation and amortisation . ..................iiiiiaiaa.... 3,481 4,668 4,998
Expenses in relation tothe Listing .. ........ ... .. ... ... ... ..... — — 10,380
Other EXPeNSES . . ..ttt et e e 16,986 15,462 16,275
Total ... 46,256 54,283 70,421

Other Income

Other income consists primarily of government grants and subsidies. Government grants and subsidies consist
primarily of the one-off discretionary subsidies we received from the relevant PRC government to construct
teaching facilities when establishing schools and to promote private education, among other objectives, the
amount of which may vary from period to period. For the years ended 31 August 2014, 2015 and 2016, our other
income was RMB7.9 million, RMB9.5 million and RMB6.4 million, respectively.

Other Gains and Losses

Other gains and losses consist primarily of (i) profit or loss on disposal of property, plant and equipment,
(i1) one-off termination fee of RMB153.9 million paid to Henan Polytechnic University in July 2015 pursuant to
the HPU Termination Agreement, (iii) passive gains on the wealth management products that we purchased and
(iv) other gains or loss. For the year ended 31 August 2014, we recorded other gains of RMB0.9 million. For the
year ended 31 August 2015 and 2016, we recorded other losses of RMB153.6 million and RMBO0.3 million,
respectively.

Operating Profit

For the years ended 31 August 2014, 2015 and 2016, our operating profit was RMB225.3 million, RMB115.5
million and RMB337.7 million, respectively.

Finance Income

Finance income consists primarily of interest income from deposits and net foreign exchange gains. For the years
ended 31 August 2014, 2015 and 2016, our finance income was RMB2.8 million, RMB3.6 million and RMB1.3
million, respectively.

Finance Expenses

Our finance expenses consist primarily of the interest expenses on our bank borrowings, other charges in relation
to our financings and net foreign exchange gains. For the years ended 31 August 2014, 2015 and 2016, our
finance expense was RMB20.3 million, RMB27.9 million and RMB27.3 million, respectively.

Profit for the Year

For the years ended 31 August 2014, 2015 and 2016, our profit for the year was RMB207.8 million, RMB91.2
million and RMB311.7 million, respectively.

Adjusted Net Profit

For the years ended 31 August 2014, 2015 and 2016, our Adjusted Net Profit was RMB207.8 million, RMB245.1
million and RMB322.1 million, respectively.
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Sensitivity Analysis

We present a sensitivity analysis of: (i) the effect of the fluctuations of tuition fees income during the Track
Record Period, and (ii) the effect of the fluctuations of our staff costs, which includes our teaching staff costs,
selling staff costs and administrative staff costs, during the Track Record Period, assuming no change of
depreciation and amortisation or any other costs. The sensitivity analysis involving tuition fees income and staff
costs is hypothetical in nature and we assume that all other variables remain constant. The following sensitivity
analysis is for illustrative purposes only, which indicates the potential impact on our profitability during the
Track Record Period if the relevant variables increased or decreased to the extent illustrated. To illustrate the
potential effect on our financial performance, the sensitivity analysis below shows the potential impact on our
profit for the year with a 5% and 10% increase or decrease in tuition fees income and staff costs. While none of
the hypothetical fluctuation ratios applied in the sensitivity analysis equal the historical fluctuations of the tuition
fees income and staff costs, we believe that the application of hypothetical fluctuations of 5% and 10% in the
tuition fees income and staff costs presents a meaningful analysis of the potential impact of changes in the tuition
fees income and staff costs on our revenue and profitability.

The following tables set forth the sensitivity of our profit for the year to the hypothetical reasonable changes in
our tuition fees income and staff cost for the years ended 31 August 2014, 2015 and 2016:

For the year ended 31 August

2014 2015 2016
(RMB’000) (RMB’000) (RMB’000)
Sensitivity analysis of tuition fees income
Tuition fees income (decrease)/increase Impact on our profit
(10)% oo (59,934) (69,771) (78,133)
() 2 (29,967) (34,885) (39,067)
5% oo 29,967 34,885 39,067
10% oo 59,934 69,771 78,133
Sensitivity analysis of staff costs
Staff costs (decrease)/increase Impact on our profit
(10)% oo 14,200 18,305 22,051
()2 7,100 9,153 11,026
5% oo (7,100) (9,153) (11,026)
10% oot (14,200) (18,305) (22,051)
TAXATION

Cayman Island

Our Company was incorporated in the Cayman Islands as an exempted company with limited liability under the
Cayman Companies Law and accordingly is not subject to income tax of the Cayman Islands.

Hong Kong

The applicable Hong Kong profits tax rate is 16.5% for the Track Record Period. No provision for Hong Kong
profits tax was made as we had no estimated assessable profit that was subject to Hong Kong profits tax during
the Track Record Period.

China

For our operations in the PRC, we are generally subject to the PRC enterprise income tax at a rate of 25% on our
taxable income. 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. As a result, private schools providing academic qualification education are
eligible to enjoy income tax exemption treatment if the school sponsors of such schools do not require reasonable
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returns. All of our schools have elected to be private schools of which the sponsors do not require reasonable
returns and therefore they have been confirmed enterprise income tax exemption by relevant local tax authorities.

We have paid all relevant taxes in accordance with tax regulations and do not have any disputes or unresolved tax
issues with the relevant tax authorities.

YEAR TO YEAR COMPARISON OF RESULTS OF OPERATIONS
Year ended 31 August 2016 Compared to year ended 31 August 2015

Revenue

Our revenue increased by 12.0% from RMB697.7 million for the year ended 31 August 2015 to
RMB781.3 million for the year ended 31 August 2016. This increase was primarily due to an increase in student
enrolment by 10.6% from 43,579 in 2014/2015 school year to 48,220 in 2015/2016 school year.

Revenue derived from University tuition fees increased by 5.1% from RMB280.2 million for the year ended
31 August 2015 to RMB294.6 million for the year ended 31 August 2016. This increase was primarily due to an
increase in the student enrolment in our University by 5.8% from 23,692 in 2014/2015 school year to 25,063 in
2015/2016 school year.

Revenue derived from Grade 1-12 tuition fees increased by 16.2% from RMB375.0 million for the year ended
31 August 2015 to RMB435.8 million for the year ended 31 August 2016. This increase was primarily due to an
increase in student enrolment by 16.6% from 17,491 in the 2014/2015 school year to 20,400 in the 2015/2016
school year primarily due to the ramp-up of student recruitment in (i) our Xuchang YuHua Elite School campus
and Jiyuan YuHua Elite School campus, (ii) our Luohe YuHua Elite School opened in September 2013, and (iii)
our Kaifeng YuHua Elite School that moved from the leased premises to the premises we own and were able to
enrol more students, and to a less extent, an increase in the tuition fee level in 2015/2016 school year.

Revenue derived from kindergarten tuition fees increased by 19.9% from RMB42.5 million for the year ended
31 August 2015 to RMB51.0 million for the year ended 31 August 2016. This increase was primarily due to an
increase in student enrolment by 15.1% from 2,396 in 2014/2015 school year to 2,757 in the 2015/2016 school
year primarily due to the ramp-up of student recruitment in our newly opened Xuchang Weidu District YuHua
Elite Bilingual Kindergarten campus and Jiyuan YuHua Elite Bilingual Kindergarten campus, and to a less
extent, a raise in the tuition fee level in the 2015/2016 school year.

Cost of Revenue

Cost of revenue decreased by 1.1% from RMB379.4 million for the year ended 31 August 2015 to
RMB375.1 million for the year ended 31 August 2016. This slight decrease was primarily due to a decrease in
cost of revenue of our University and partially offset by increases in cost of revenue of our Grade 1-12
programmes and kindergartens.

Cost of revenue of our University decreased by 24.1% from RMB142.4 million for the year ended 31 August
2015 to RMB108.0 million for the year ended 31 August 2016, primarily because we ceased to pay the annual
fee for the tuition fees collected by our University after the termination of cooperation with Henan Polytechnic
University in July 2015.

Cost of revenue of our Grade 1-12 schools increased by 12.0% from RMB212.4 million for the year ended
31 August 2015 to RMB237.9 million for the year ended 31 August 2016, primarily due to an increase in
teaching staff cost as a result of the increased headcount of our teachers as part of our expansion strategy and the
increased compensation level of our teachers, partially offset by a decrease in canteen expenses because we
ceased to procure catering services for students at certain primary schools.

Cost of revenue of our kindergartens increased by 18.8% from RMB24.6 million for the year ended 31 August
2015 to RMB29.2 million for the year ended 31 August 2016, primarily due to (i) an increase in teaching staff
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cost as a result of the increased headcount in teachers and the increased compensation level of our teachers and
(i1) the expenses incurred relating to the renovation and upgrade of the school facilities of Zhengzhou Yuhua
Elite Bilingual Kindergarten.

Gross Profit and Gross Profit Margin

Gross profit increased by 27.6% from RMB318.3 million for the year ended 31 August 2015 to
RMB406.2 million for the year ended 31 August 2016. Our gross profit margin increased from 45.6% for the
year ended 31 August 2015 to 52.0% for the year ended 31 August 2016. The increase in our gross profit and
improvement of our gross profit margin were primarily due to increases in the gross profit margin of our
University and Grade 1-12 schools.

Gross profit of our University increased by 35.4% from RMB137.8 million for the year ended 31 August 2015 to
RMB186.5 million for the year ended 31 August 2016. Gross profit margin of our University increased from
49.2% for the year ended 31 August 2015 to 63.3% for the year ended 31 August 2016. The improvement of the
gross profit margin of our University was primarily because we ceased to pay the annual fee for the tuition fees
collected by our University to Henan Polytechnic University after the termination of our cooperation.

Gross profit of our Grade 1-12 schools increased by 21.7% from RMB162.6 million for the year ended
31 August 2015 to RMB197.9 million for the year ended 31 August 2016. Gross profit margin of our Grade 1-12
schools increased from 43.4% for the year ended 31 August 2015 to 45.4% for the year ended 31 August 2016.
The improvement of the gross profit margin of our G 1-12 programmes was primarily because we ceased to
procure catering services for students at certain primary schools.

Gross profit of our kindergartens increased by 21.5% from RMB17.9 million for the year ended 31 August 2015
to RMB21.8 million for the year ended 31 August 2016. Gross profit margin of our kindergartens increased from
42.2% for the year ended 31 August 2015 to 42.7% for the year ended 31 August 2016. The increase in the gross
profit margin of our kindergartens was primarily due to the rise in tuition fee level in the 2015/2016 school year.

Selling Expenses

Our selling expenses decreased by 4.5% from RMB4.4 million for the year ended 31 August 2015 to RMB4.2
million for the year ended 31 August 2016, primarily due to our gradual adoption of more cost-effective
marketing methods, such as social media advertising.

Administrative Expenses

Our administrative expenses increased by 29.7% from RMB54.3 million for the year ended 31 August 2015 to
RMB70.4 million for the year ended 31 August 2016, primarily due to (i) the increased compensation level of
our administrative staff as part of our strategy to retain talent, (ii) an increase in the headcount of our
administrative staff due to the expansion of our school network and (iii) the listing related expenses incurred in
the year ended 31 August 2016.

Other Income

Our other income decreased by 32.4% from RMB9.5 million for the year ended 31 August 2015 to
RMB6.4 million for the year ended 31 August 2016. The decrease was primarily attributable to a decrease of
RMB3.2 million in government grants.

Other Gains and Losses

We recorded other losses of RMB153.6 million for the year ended 31 August 2015 and RMBO0.3 million for the
year ended 31 August 2016. The change was primarily due to the one-off termination fee of RMB153.9 million
paid to Henan Polytechnic University in July 2015 pursuant to the HPU Termination Agreement. For details of
our prior cooperation with Henan Polytechnic University and the subsequent termination of cooperation, see the
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section headed “Business — Overview of Our Schools — Prior Cooperation with Henan Polytechnic University”
in this prospectus.

Operating Profit

As a result of the above factors, our operating profit increased by 192.3% from RMB115.5 million for the year
ended 31 August 2015 to RMB337.7 million for the year ended 31 August 2016.

Finance Income

Our finance income decreased by 63.2% from RMB3.6 million for the year ended 31 August 2015 to RMB1.3
million for the year ended 31 August 2016. The decrease was primarily attributable to a decrease of RMB2.3
million in interest income from deposits because we had lower average bank deposit balance in the year ended
31 August 2016 due to the payment to Henan Polytechnic University consisting of annual fees and a one-off
termination fee and the repayment of certain bank loans.

Finance Expenses

Our finance expenses decreased by 2.1% from RMB27.9 million for the year ended 31 August 2015 to RMB27.3
million for the year ended 31 August 2016. The decrease was primarily due to the repayment of certain bank
loans in the year ended 31 August 2016.

Profit for the Year and Adjusted Net Profit

As a result of the above factors, our profit increased by 241.8% from RMB91.2 million for the year ended
31 August 2015 to RMB311.7 million for the year ended 31 August 2016. Our Adjusted Net Profit increased by
31.4% from RMB245.1 million for the year ended 31 August 2015 to RMB322.1 million for the year ended
31 August 2016.

Year Ended 31 August 2015 Compared to Year Ended 31 August 2014
Revenue

Our revenue increased by 16.4% from RMBS599.3 million for the year ended 31 August 2014 to
RMB697.7 million for the year ended 31 August 2015. The increase was primarily due to an increase in student
enrolment by 23.0% from 35,431 in the 2013/2014 school year to 43,579 in the 2014/2015 school year mainly
because we launched six new K-12 schools in four new campuses in September 2014.

Revenue derived from University tuition fees increased by 18.8% from RMB235.9 million for the year ended
31 August 2014 to RMB280.2 million for the year ended 31 August 2015. This increase was primarily due to an
increase in student enrolment by 21.1% from 19,568 for the 2013/2014 school year to 23,692 for 2014/2015
school year. The student enrolment increase was mainly because the number of graduating students for the
2013/2014 school year was much smaller than the number of incoming students for the 2014/2015 school year.

Revenue derived from Grade 1-12 tuition fees increased by 13.2% from RMB331.1 million for the year ended
31 August 2014 to RMB375.0 million for the year ended 31 August 2015. This increase was primarily due to an
increase in student enrolment by 25.4% from 13,948 for the 2013/2014 school year to 17,491 for the 2014/2015
school year because (i) our new K-12 campuses, namely Xuchang YuHua Elite School campus, Jiyuan YuHua
Elite School campus and Gongyi YuHua Elite School campus were put into operation in September 2014, (ii) the
ramp-up of student recruitment in our Luohe YuHua Elite School campus opened in September 2013 and
Kaifeng YuHua Elite School campus opened in September 2012 and (iii) to a less extent, a raise in the tuition fee
level in the 2014/2015 school year.

Revenue derived from kindergarten tuition fees increased by 31.7% from RMB32.3 million for the year ended
31 August 2014 to RMB42.5 million for the year ended 31 August 2015. This increase was primarily due to an
increase in student enrolment by 25.1% from 1,915 for the 2013/2014 school year to 2,396 for the 2014/2015

216



FINANCIAL INFORMATION

school year because we launched two new kindergartens, namely Xuchang Weidu District YuHua Elite Bilingual
Kindergarten campus and Jiyuan YuHua Elite Bilingual Kindergarten campus, in September 2014. The raise in
the tuition level in the 2014/2015 school year also contributed to the revenue increase.

Cost of revenue

Our cost of revenue increased by 14.1% from RMB332.5 million for the year ended 31 August 2014 to
RMB379.4 million for the year ended 31 August 2015.

Cost of revenue of our University increased by 10.4% from RMB129.0 million for the year ended 31 August
2014 to RMB142.4 million for the year ended 31 August 2015, primarily due to an increase in teaching staff cost
as a result of the increased compensation level of our teachers.

Cost of revenue of our Grade 1-12 schools increased by 15.3% from RMB184.1 million for the year ended
31 August 2014 to RMB212.4 million for the year ended 31 August 2015, primarily due to (i) an increase in
teaching staff cost because we launched four new schools in September 2014 and increased compensation level
of our teachers and (ii) an increase in student training and scholarship expenses because we introduced more
student training programmes, partially offset by a decrease in canteen expenses because we ceased to procure
catering services for students at certain primary schools.

Cost of revenue of our kindergartens increased by 27.0% from RMB19.4 million for the year ended 31 August
2014 to RMB24.6 million for the year ended 31 August 2015, primarily due to an increase in teaching staff cost
because we launched two new kindergartens in September 2014 and increased the compensation levels of our
teachers.

Gross Profit and Gross Margin

Gross profit increased by 19.3% from RMB266.8 million for the year ended 31 August 2014 to
RMB318.3 million for the year ended 31 August 2015, primarily due to the expansion of our school network.
Our gross profit margin improved from 44.5% for the year ended 31 August 2014 to 45.6% for the year ended
31 August 2015, primarily due to an increase in the gross profit margin of our University and kindergartens,
partially offset by a decrease in the gross profit margin of our Grade 1-12 schools.

Gross profit of our University increased by 28.8% from RMB106.9 million for the year ended 31 August 2014 to
RMB137.8 million for the years ended 31 August 2015. Gross profit margin of our University increased from
45.3% for the year ended 31 August 2014 to 49.2% for the year ended 31 August 2015. The improvement of the
gross profit margin of our University was primarily because the increase in the student enrolment in the year
ended 31 August 2015 which resulted in improved economy of scale.

Gross profit of our Grade 1-12 schools increased by 10.6% from RMB147.0 million for the year ended
31 August 2014 to RMB162.6 million for the years ended 31 August 2015. Gross profit margin of our
Grade 1-12 schools decreased from 44.4% for the year ended 31 August 2014 to 43.4% for the year ended
31 August 2015. The decrease in the gross margin of our Grade 1-12 schools was primarily due to the increased
staff cost because we launched four new schools in September 2014 and increased the compensation level of our
teachers, partially offset by a decrease in canteen expenses because we creased to procure catering services for
students at certain primary schools.

Gross profit of our kindergartens increased by 38.9% from RMB12.9 million for the year ended 31 August 2014
to RMB17.9 million for the year ended 31 August 2015. Gross profit margin of our kindergartens increased from
40.0% for the year ended 31 August 2014 to 42.2% for the year ended 31 August 2015. The improvement of the
gross profit margin of our kindergartens was primarily because the increase in the teacher-to-student ratio of our
kindergartens for the year ended 31 August 2015.
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Selling Expenses

Our selling expenses increased by 9.6% from RMB4.0 million for the year ended 31 August 2014 to
RMBA4.4 million for the year ended 31 August 2015. The increase was primarily due to the enhanced marketing
effort in promoting our brand and an increase in the headcount of our selling and marketing staff.

Administrative Expenses

Our administrative expenses increased by 17.4% from RMB46.3 million for the year ended 31 August 2014 to
RMB54.3 million for the year ended 31 August 2015, primarily due to the increased number of administrative
staff and the increased compensation level because we added six new schools to our school network in
September 2014.

Other Income

Our other income increased by 20.3% from RMB7.9 million for the year ended 31 August 2014 to
RMB9.5 million for the year ended 31 August 2015, which was primarily due to an increase of RMB1.7 million
in government grants and subsidies.

Other Gains and Losses

We recorded other gains of RMBO0.9 million for the year ended 31 August 2014, while we recorded other losses
of RMB153.6 million for the year ended 31 August 2015. The change was primarily due to the one-off
termination fee of RMB153.9 million paid to Henan Polytechnic University in July 2015 pursuant to the HPU
Termination Agreement. For details of our prior cooperation with Henan Polytechnic University and the
subsequent termination of cooperation, see the section headed “Business — Overview of Our Schools — Prior
Cooperation with Henan Polytechnic University” in this prospectus.

Operating Profit

As a result of the above factors, our operating profit decreased by 48.7% from RMB225.3 million for the year
ended 31 August 2014 to RMB115.5 million for the year ended 31 August 2015.

Finance Income

Our finance income increased by 28.1% from RMB2.8 million for the year ended 31 August 2014 to
RMB3.6 million for the year ended 31 August 2015, primarily due to an increase of RMBO0.8 million in interest
income from deposit as a result of the interest income from our restricted cash deposit.

Finance Expenses

Our finance expenses increased by 37.5% from RMB20.3 million for the year ended 31 August 2014 to
RMB27.9 million for the year ended 31 August 2015, primarily due to (i) an one-off transaction fee of
RMBS5.8 million relating to our bank borrowings in the year ended 31 August 2015, and (ii) an increase of
RMB3.4 million in interest expenses on bank borrowings as we borrowed long-term bank loans of RMB140.0
million to finance the construction of additional teaching facilities and certain short-term bank loans to
supplement our working capital.

Profit for the Year and Adjusted Net Profit

As a result of the above factors, our profit decreased by 56.1% from RMB207.8 million for the year ended
31 August 2014 to RMB91.2 million for the year ended 31 August 2015. Our Adjusted Net Profit increased by
17.9% from RMB207.8 million for the year ended 31 August 2014 to RMB245.1 million for the year ended
31 August 2015.
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CURRENT ASSETS AND LIABILITIES

The following table sets forth our current assets and current liabilities as of the dates indicated:

As of 31 August As of
31 December
2014 2015 2016 2016
(RMB’000) (RMB’000) (RMB’000) (RMB’000)
(Unaudited)
CURRENT ASSETS

Trade and other receivables ...................... 9,706 18,377 11,324 11,836
Financial assets at fair value through profit or loss . ... — 60,245 — —
Cash and cash equivalents ....................... 259,440 154,339 304,986 201,394
Restrictedcash ............. ... ... ... .. ... .... — 58,000 — —
TOTAL CURRENT ASSETS ....... ... ... ... ..... 269,146 290,961 316,310 213,230

CURRENT LIABILITIES
Accruals and other payables ...................... 670,102 209,979 156,669 250,618
Deferredrevenue .......... ... ... ... . ... . ... ..., 557,512 591,547 609,194 559,962
Borrowings . ... 20,000 362,000 120,000 30,000
TOTAL CURRENT LIABILITIES .................. 1,247,614 1,163,526 885,862 840,580
NET CURRENT LIABILITIES ..................... 978,468 872,565 569,552 627,350

As of 31 August 2014, 2015 and 2016 and 31 December 2016, we had net current liabilities of
RMB978.5 million, RMB872.6 million, RMB569.6 million and RMB627.4 million, respectively. We had net
current liabilities as of each of these dates primarily due to (i) the advances from our Controlling Shareholders to
finance our capital expenditure and (ii) with respect to the net liabilities position as of 31 August 2015, the
payment to Henan Polytechnic University in July 2015 consisting of annual fees and a one-off termination fee.
For more information, see the section headed “Risk Factors — Risks Relating to our Business and our Industry
— We had net current liabilities as of 31 August 2014, 2015 and 2016 and 31 December 2016. We may be
exposed to liquidation risks, and our business, financial condition and results of operation may be materially and
adversely affected as a result” in this prospectus. As advised by our Directors and based on our internal records,
except for the kindergartens, our schools typically require students to pay the relevant tuition fees for the
upcoming school year before the end of September of each year. However, we allow certain students to pay their
tuition fees after September but before the end of December of each year on a limited and case by case basis.

We expect to improve our net current liabilities position by (i) receiving the net proceeds from the Global
Offering; (ii) funds generated from our business operations; (iii) utilising cooperative arrangements with third
parties to expand our business, which requires substantially lower capital investment compared to the traditional
business model; and (iv) debt restructuring to reduce the percentage of the short-term loans in our total
borrowings.

Discussion of Key Balance Sheet Items
Trade and Other Receivables

Our trade and other receivables consist primarily of trade receivables due from students, amounts due from
related parties, staff advance, interest receivables, prepaid expenses and prepayment to suppliers.
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The table below sets forth the breakdown of our trade and other receivables as of the dates indicated:

As of 31 August

2014 2015 2016

(RMB’000) (RMB’000) (RMB’000)

Trade receivables due from students . . ............................ 396 742 35
Other receivables due from related parties ......................... — 6,954 —
DEPOSIES .« v v vttt e 1,207 1,297 1,359
Staff advances .. ... 1,666 174 1,668
Interest receivables . .......... ... ... — 685 —
Othersreceivables . . ... 606 1,253 930
Prepaid eXpenses . .. ..ot e 4,337 3,977 3,903
Prepayments to SUppliers . ...........o it 1,494 3,295 109
Accrued expenses in relation to the Listing ........................ — — 3,320
Total ... ... e 9,706 18,377 11,324

Our trade and other receivables amounted to RMB9.7 million, RMB18.4 million and RMB11.3 million as of
31 August 2014, 2015 and 2016, respectively. The increase from 31 August 2014 to 31 August 2015 was
primarily due to the increase in other receivables due from our Controlling Shareholders, which was attributable
to the advances provided to our Controlling Shareholders. The decrease in our trade and other receivables from
31 August 2015 to 31 August 2016 was primarily due to the repayment to us by our Controlling Shareholders.

The trade receivables due from students as of 31 August 2014, 2015 and 2016 were due within one year.

Accruals and Other Payables

Our accruals and other payables consist primarily of (i) payables for purchase of property, plant and equipment in
connection with our expansion and maintenance of our schools, (ii) deposits received from teachers and certain
students; (iii) miscellaneous expenses collected from students, which are paid out by us to vendors on behalf of
the students, (iv) salary and welfare payables, and (v) amount due to related parties and third parties. The
Directors confirm that we did not have any material defaults in payment of trade and other payables, loans and
borrowings or other financing obligations during the Track Record Period and as of the Latest Practicable Date.

The table below sets forth the breakdown of our accruals and other payables as of the dates indicated:

As of 31 August

2014 2015 2016

(RMB’000) (RMB’000) (RMB’000)

Amount due to related parties .. ............. i 466,591 10,000 —
Amountduetothirdparty ............... i 25,000 36,800 —
Payables for purchases of property, plant and equipment ............. 78,023 77,854 58,157
Salary and welfare payables ............... .. .. .. .. . ... 25,966 36,276 38,831
Payables for annual fees ............... .. .. .. .. i 34,841 1,637 1,300
—Deposits received from teachers and students . ................... 11,288 15,798 19,274
—Miiscellaneous expenses received from students . . ................. 8,941 12,977 7,192
Payables for teaching materials and other operating expenditure ....... 10,290 12,802 13,130
Payables for contracting canteens . ... ............ ..o .. 5,749 906 2,343
Government subsidies payable to students ......................... 676 1,218 1,887
Payables in relation to the Listing . . .. ....... .. .. .. .. ... ... — — 10,629
Interest payables . ....... ... — 602 198
Others . ... 2,737 3,109 3,728

670,102 209,979 156,669
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Our accruals and other payables balances as of 31 August 2014, 2015 and 2016 were RMB670.1 million,
RMB210.0 million and RMB156.7 million, respectively. The decrease from 31 August 2014 to 31 August 2015
was primarily due to a decrease in the amount due to related parties as a result of our repayment to our related
parties. The decrease from 31 August 2015 to 31 August 2016 was primarily due to a decrease in the amount due
to third party.

Financial Instruments at Fair Value through Profit or Loss

Our financial instruments at fair value through profit or loss consist primarily of wealth management products
and a RMB interest rate swap contract. The table below sets forth the breakdown of our financial instruments at
fair value through profit or loss as of the dates indicated:

As of 31 August
2014 2015 2016
(RMB’000) (RMB’000) (RMB’000)
Financial products issued by a financial institution .................. — 60,003 —
Derivative financial instruments for interest rate swap contract ........ — 242 —
— 60,245 —

We purchased wealth management products with the principal amount of RMB60.0 million, issued by PRC state-
owned banks, in August 2015, which expired in January 2016, resulting the balance of RMB60.0 million
recorded on our balance sheet as of 31 August 2015 as financial products as designed by a financial institution.
We also purchased certain other wealth management products issued by PRC state-owned banks during the Track
Record Period but subsequently disposed of them within the same financial year during which they were
purchased. Therefore, those wealth management products were not reflected on our balance sheet as of
31 August 2014, 2015 and 2016, respectively. For the year ended 31 August 2014, 2015 and 2016, we purchased
wealth management products with principal amount of approximately RMB2.6 million, RMB100.0 million and
RMBA45.0 million, respectively. The underlying financial instruments of the wealth managements product that we
purchased might include various notes, bond funds, assets-backed securities, interbank deposits, money market
funds, trust assets, and receivables. These wealth management products are not principal-protected. They were
classified as “medium risk” by the issuing banks but were not formally rated by any credit rating agency. Other
than the wealth management products disclosed above, we did not purchase any other wealth management
products during the Track Record Period and up to the Latest Practicable Date.

We entered into a RMB interest rate swap contract in January 2015 which had expired in January 2016 because
our management believed it exhibited high return and would be beneficial to our Company. The RMB interest
rate swap was not for hedging purposes. The table below sets forth the key terms of the RMB interest rate swap
contract:

Key terms: RMB interest rate swap contract
Trade date ... ...t 14 January 2015

Interest starting date . .. ... 6 January 2015
Expirationdate . .. ... 6 January 2016

Principal amount ......... ... .. ... RMB100.0 million

Fixed interest rate received by us ............. ... ... 6.44% annum

Floating interest rate paid by us . ... ... ... ... i Loan Prime Rate base rate +121 BPS
Status of the contract . .......... ...t Expired as of 31 August 2016

Our RMB interest rate swap contract was recognised as derivative financial instruments, which amounted to nil,
RMBO0.2 million and nil as of 31 August 2014, 2015 and 2016. Other than the RMB interest rate swap contract
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disclosed above, we did not enter into any other interest rate swap contract or any hedging instruments during the
Track Record Period and up to the Latest Practicable Date. We do not expect to enter into any interest rate swap
contract or hedging instrument in the future.

We receive most of our tuition fees before each school year starts, and we believe we can make better use of such
cash by making appropriate investments in short-term investment products, which generates income without
interfering with our business operation or capital expenditures. Our investment decisions are made on a case by
case basis and after due and careful consideration of a number of factors, including but not limited to the market
conditions, the economic developments, the anticipated investment conditions, the investment cost, the duration
of the investment and the expected benefit and potential loss of the investment. We have established a set of
investment policies and internal control measures which allow us to achieve reasonable returns on our investment
while avoid exposing us to high investment risks. These policies and measures were formulated by Mr. Li, our
executive Director and Chairman of the Board, Ms. Li, our executive Director and CEO, Ms. Qiu Hongjun, our
executive Director and financial controller, and Mr. Xu Bin, our chief financial officer.

Our finance department, under the supervision of Mr. Xu Bin, our chief financial officer, is responsible for
managing our investment activities. Before making a proposal to invest in investment products, our financial
department must assess our cash flow and operational needs and capital expenditures. If the cash flow exceeds
our operational needs and appropriate short-term investment opportunities are available, the financial department
will submit the investment proposal to our management for approval. According to our internal policies,
regardless of the investment size, a proposal to invest in investment products must first be reviewed by our chief
financial officer. After our chief executive officer approves the proposal, the finance department may start to
negotiate the investment terms under the supervision of our chief financial officer. If the investment exceeds
RMBI100 million, the proposal must be approved by our Board. Our Board will review and examine the
compliance of our investment transactions, and the soundness of investment policies annually.

In assessing a proposal to invest in investment products, a number of criteria must be met, including but not
limited to:

. we should generally only invest in short-term investment products;

. investments in high risk products being prohibited;

. the primary objectives of investment activities are safety, liquidity and reasonable yield;

. the proposed investment must not interfere with our business operation or capital expenditures; and

. the investment products should be issued by a reputable bank with which we have a long-term relationship.

We believe that our internal policies regarding investment in investment products and the related risk
management mechanism are adequate. We may make investments in investment products that meet the above
criteria as part of our treasury management where we believe it is prudent to do so after the Listing.

Deferred Revenue

We record tuition fees collected initially as a liability under deferred revenue and recognise such amounts
received as revenue proportionately over the relevant year of the applicable programme. As a school year
typically commences in September each year, the amounts of deferred revenue as of each of these dates generally
represented the amount of tuition fees received but not yet recognised as revenue for the applicable school year.

Our deferred revenue increased from RMBS557.5 million for the year ended 31 August 2014 to RMBS591.5
million for the year ended 31 August 2015, and further to RMB609.2 million for the year ended 31 August 2016.
The increases were primarily due to the increases in our student enrolments as result of our school network
expansion as well as the raise in the tuition fee level.
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LIQUIDITY AND CAPITAL RESOURCES

During the Track Record Period and up to the Latest Practicable Date, we have funded our cash requirements
principally from cash generated from our operation and external borrowings. We had cash and cash equivalents
of RMB259.4 million, RMB154.3 million and RMB305.0 million as of 31 August 2014, 2015 and 2016,
respectively. We generally deposit our excess cash in interest bearing bank accounts.

During the Track Record Period, our principal uses of cash have been for the funding of required working capital
and other recurring expenses to support the expansion of our operations. Going forward, we believe our liquidity
requirements will be satisfied by using funds from a combination of internally generated cash, external
borrowings, proceeds from the Global Offering and other funds raised from the capital markets from time to
time. Any significant decrease in the student enrolment, or our tuition fees and boarding fees, or a significant
decrease in the availability of bank loans or other financing may adversely impact our liquidity.

Cash Flow

The following table sets forth a summary of our cash flows for the years indicated:

For the year ended 31 August

2014 2015 2016

(RMB’000) (RMB’000) (RMB’000)

Net cash generated from operating activities ....................... 445,395 168,304 420,143
Net cash (used in) investing activities. . .............c.covvevnen... (123,807)  (303,660) (42,068)
Net cash from/(used in) financing activities ........................ (266,475) 30,255 (227,474)
Increase/(decrease) in cash and cash equivalents .................... 55,113 (105,101) 150,601
Cash and cash equivalents at beginning of the year .................. 204,327 259,440 154,339
Cash and cash equivalents at the end of the year .................... 259,440 154,339 304,986

Cash Flows Generated from Operating Activities

We generate cash from operating activities primarily from tuition fees, all of which are typically paid before the
relevant services are rendered. Tuition fees are initially recorded under deferred revenue. We recognise such
amounts received as revenue proportionately over the relevant year of the applicable programme.

Net cash generated from operating activities amounted to RMB420.1 million for the year ended 31 August 2016,
consisting primarily of RMB446.8 million of cash generated from operations, partially offset by cash outflow of
RMB26.7 million interest paid.

Net cash generated from operating activities amounted to RMB168.3 million for the year ended 31 August 2015,
consisting primarily of RMB195.3 million of cash generated from operations, partially offset by cash outflow of
RMB27.0 million interest paid. The decrease of net cash generated from operating activities from the year ended
31 August 2014 to the year ended 31 August 2015 was primarily attributable to a one-off termination fee of
approximately RMB153.9 million we paid to Henan Polytechnic University.

Net cash generated from operating activities amounted to RMB445.4 million for the year ended 31 August 2014,
consisting primarily of RMB465.1 million of cash generated from operations, partially offset by cash outflow of
RMB19.7 million interest paid.
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Cash Flows Used in Investing Activities

Our expenditures for investing activities were primarily for the purchase of property, buildings and equipment
and purchases of prepaid land lease payments.

For the year ended 31 August 2016, our net cash used in investing activities was RMB42.1 million, of which (i)
RMB162.5 million was primarily used to build additional teaching facilities in the University campus and our
new K-12 school campuses; (ii) RMB45.0 million was used to purchase investment products, partially offset by
the cash inflow of RMB106.7 million of proceeds from disposal of certain wealth management products and
RMBS58.0 million of restricted bank deposit that was released.

For the year ended 31 August 2015, our net cash used in investing activities was RMB303.7 million, of which
(i) RMB176.7 million was used to build teaching facilities in our new K-12 school campus; (ii)) RMB100.0
million was used to purchase investment products; and (iii) RMBS58.0 million was deposited as restricted bank
deposit, partially offset by the cash inflow of RMB40.1 million of proceeds from disposal of certain wealth
management products.

For the year ended 31 August 2014, our net cash used in investing activities was RMB123.8 million, of which
(1) RMB175.7 million was used to build dormitories and teaching facilities for our new K-12 school campuses;
and (ii)) RMB64.2 million was prepaid land leasehold payment, partially offset by the cash inflow of
RMB90.0 million of restricted bank deposit that was released.

Cash Flows Generated From/Used in Financing Activities

Our expenditures for financing activities were primarily for the repayments of bank loans and payment of interest
expense.

For the year ended 31 August 2016, our net cash used in financing activities was RMB227.5 million, of which
(1) RMB467.0 million was used for repayments of bank borrowings; (ii) RMB90.0 million was used to repay
amount due to related parties; and (iii) RMB58.6 million was used for repayments of Controlling Shareholder
borrowings. We raised RMB280.0 million of new bank borrowings to finance our operations and obtained
RMBS80.0 million of advances from related parties, and RMB65.5 million of advances from Controlling
Shareholders.

For the year ended 31 August 2015, our net cash generated from financing activities was RMB30.3 million, of
which (i) RMB599.0 million was proceeds from new bank borrowings, which was primarily finance the
construction of additional buildings on our University campus and to supplement our working capital;
(i) RMB347.0 million was advances from related parties; and (iii) RMB96.7 million was advances from
Controlling Shareholders. We repaid bank borrowings of RMB117.0 million, amount due to related parties of
RMB347.0 million and amount due to Controlling Shareholders of RMB560.3 million.

For the year ended 31 August 2014, our net cash used in financing activities was RMB266.5 million, of which
(1) RMB357.0 million was used for repayments of bank borrowings; (ii)) RMB92.7 million was used to repay
amount due to Controlling Shareholders. We raised RMB70.0 million of new bank borrowings and obtained
RMB75.5 million of advances from Controlling Shareholders to supplement our working capitals.

Working Capital

We intend to continue to finance our working capital with cash generated from our operations, external
borrowings, the net proceeds from the Global Offering and other funds raised from the capital markets from time
to time. We will closely monitor the level of our working capital, particularly in view of our strategy to continue
expanding our school network and further increase the capacity of our existing schools.
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Our future working capital requirements will depend on a number of factors, including, but not limited to, our
operating income, the size of our school network, acquisition of suitable schools, the cost of constructing new
school premises, maintaining and upgrading existing school premises, purchasing additional educational facilities
and equipment for our schools and hiring additional teachers and other educational staff. Based on our available
cash balance, the anticipated cash flow from operations, withdrawn bank borrowings and the net proceeds from
the Global Offering, our Directors are of the opinion that we will have sufficient funds to meet our working
capital requirements and financial requirements for capital expenditure for at least the next 12 months from the
date of this prospectus. Based on the review of financial documents and other due diligence documents,
discussion with the Directors and the Directors’ confirmation, the Sole Sponsor concurs with the Directors’ view.

CAPITAL EXPENDITURES

Our capital expenditures during the Track Record Period primarily related to maintaining and upgrading the
existing school premises and purchasing additional educational facilities and equipment for our schools. Our
capital expenditures consisted of the additions of property, plant and equipment, prepaid land lease payments and
intangible assets. For the years ended 31 August 2014, 2015 and 2016, our capital expenditures were
RMB217.0 million, RMB182.3 million and RMB127.1 million, respectively. We expect our capital expenditure
for the year ended 31 August 2017 to be RMB200.0 million. The following table sets forth the breakdown of our
capital expenditures for the years indicated:

For the year ended 31 August

2014 2015 2016

(RMB’000) (RMB’000) (RMB’000)

Property, plant and equipment . ........... ... ... . ... 158,216 171,005 126,505
Prepaid land lease payments . .......... ... i 58,435 10,758 —
Intangible assets . ........... 309 544 554
Total .. 216,960 182,307 127,059

Currently, we generally operate our schools in a traditional asset-heavy model. For our University and a majority
of our K-12 schools, we or our schools own all of the premises that those schools occupy. This asset-heavy
model requires us to obtain the relevant land use right and expend significant amount of capital outlay in
connection with the establishment of schools. Going forward, in additional to operating certain schools of ours in
this approach, we intend to collaborate with third party partners, including, among others, local governments,
property developers and other public and private school operators, to set up new schools in an asset-light model.
We expect potential third party partners to provide land use rights to the campus sites and build necessary school
facilities that meet our standard and we will provide teachers and management support. We believe this
transformation in our business model will likely result in less capital expenditure required for the acquisition of
land and buildings in the future.

CONTRACTUAL COMMITMENTS
Capital Commitments

Our capital commitments primarily relate to acquisition of property, plant and equipment. The following table
sets forth the breakdown of our capital commitments as of the dates indicated:

As of 31 August As at
31 December
2014 2015 2016 2016

(RMB’000) (RMB’000) (RMB’000) (RMB’000)
Commitment for acquisition of property, plant and
QUIPMENT . . ..ottt 11,827 5,371 5,860 —

Total ... ... 11,827 5,371 5,860 —
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Operating Lease Commitments

During the Track Record Period, we leased a number of buildings under operating leases. Leases for buildings
were negotiated for a term of 20 years. The table below sets forth our future minimum lease payments payable
under non-cancellable operating leases as of the dates indicated:

As of 31 August As at

31 December

2014 2015 2016 2016

(RMB’000) (RMB’000) (RMB’000) (RMB’000)

No later thanoneyear ............. ... .couvuin.... 907 1,702 797 645
Later than one year and no later than five years ......... 4,575 3,988 4,034 4,041
Later than five years ......... ... .. ... ..., 33,030 32,023 30,990 30,423
Total ... 38,512 37,713 35,821 35,109

INDEBTEDNESS
Bank loans and other Borrowings

Our bank borrowings primarily consisted of short-term working capital loans and long-term project loans for the
construction of the school premises. Our bank borrowings as of 31 August 2014, 2015 and 2016 and
31 December 2016 were as follows:

As of 31 August 31 De cer?li)glt:
2014 2015 2016 2016
(RMB’000) (RMB’000) (RMB’000)  (RMB’000)
(Unaudited)
Bank loans and other borrowings
Current
Bank loans
—unsecured ... ... — 77,000 40,000 30,000
—secured ... 20,000 285,000 80,000 —
Non-current
Bank loans
—unsecured . ... — 140,000 90,000 —
—SeCUrEd ... — — 105,000 70,000
Total . ... 20,000 502,000 315,000 100,000
Carrying amount repayable:
Withinoneyear ............. .. ..., 20,000 362,000 120,000 30,000
Betweenone andtwoyears ....................... — 50,000 80,000 20,000
Between two and five years ...................... — 90,000 115,000 50,000
Overfiveyears ............uuiininiunnenannon. — — — —
Total ... . 20,000 502,000 315,000 100,000

We primarily borrow loans from commercial banks to supplement our working capital and finance our capital
expenditure. The bank loans and other borrowings as of 31 August 2014, 2015 and 2016 and 31 December 2016
were all denominated in Renminbi. Except for bank borrowings, as of 31 August 2014, 2015 and 2016 and
31 December 2016, we incurred indebtedness from amounts due to related parties of RMB466.6 million,
RMB10.0 million, nil and RMB6.9 million, respectively. We recorded amounts due to related parties of RMB6.9
million as of 31 December 2016, due to advances denominated in U.S. dollars provided by a Director to us for
the payment of certain professional fees in relation to the Listing. The amounts due to related parties were non-
trade in nature, unsecured, non-interest bearing and repayable on demand. As of the Latest Practicable Date, the
amounts due to related parties had been repaid in full. As of 31 December 2016, we had total indebtedness of
RMB100.0 million. As of 31 December 2016, our undrawn banking borrowings amount to RMB100.0 million.
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The table below sets forth the weighted average effective interest rates (per annum) of our bank borrowings as of
the dates indicated:
As of 31 August
2014 2015 2016
Bank borrowings . . ... ... 72% 17.0% 5.4%

During the Track Record Period, our bank borrowings of our Group were secured by right over tuition fee,
buildings owned by our Group and/or guaranteed by our subsidiaries and related parties. All guarantees and
pledges provided by our Group’s related parties will be released before listing. For details of the loans to be
repaid by the net proceeds from the Global Offering, see the section headed “Future Plans and Use of
Proceeds — Use of Proceeds” in this prospectus.

Except as aforesaid and apart from intra-group liabilities, as of 31 December 2016, we did not have any other
loan issued and outstanding or any loan agreed to be issued, bank overdrafts, loans and other similar
indebtedness, liabilities under acceptances or acceptance credits, debentures, mortgages, charges, hire purchase
commitments, guarantees or other material contingent liabilities. Our Directors confirm that as of the Latest
Practicable Date, there was no material covenant on any of our outstanding debt and there was no breach of any
covenants during the Track Record Period and up to the Latest Practicable Date. Our Directors further confirm
that our Group did not experience any difficulty in obtaining bank loans and other borrowings, default in
payment of bank loans and other borrowings or breach of covenants during the Track Record Period and up to
the Latest Practicable Date.

CONTINGENT LIABILITIES

As of 31 August 2016, we did not have any material contingent liabilities, guarantees or any litigations or claims
of material importance, pending or threatened against any member of our Group. Our Directors have confirmed
that there has not been any material change in the contingent liabilities of our Group since 31 August 2016.

LISTING EXPENSES

The total listing expenses (including underwriting commissions) payable by our Company are estimated to be
approximately RMB86.8 million, assuming the Over-allotment Option is not exercised and based on an Offer
Price of HK$2.26 per Offer Share (being the mid-point of our Offer Price range of HK$1.98 to HK$2.54 per
Offer Share). These listing expenses mainly comprise professional fees paid and payable to the professional
parties, and commissions payable to the Underwriters, for their services rendered in relation to the Listing and
the Global Offering.

As of 31 August 2016, the listing expenses (excluding underwriting commissions) incurred by our Company in
relation to the Listing were approximately RMB13.7 million, of which approximately RMB10.4 million was
charged to our combined statement of comprehensive income and approximately RMB3.3 million was
capitalised. We estimate that additional listing expenses of RMB73.1 million (including underwriting
commissions, assuming the Over-allotment Option is not exercised and based on an Offer Price of HK$2.26 per
Offer Share) will be incurred by our Company, of which approximately RMB23.1 million is expected to be
charged to our combined statement of comprehensive income and approximately RMB50.0 million is expected to
be charged against equity upon the Listing.
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FINANCIAL RATIOS

As of/for the year ended

31 August

2014 2015 2016
Net profit margin() . . ... 347% 13.1% 39.9%
Adjusted Net Profit margin® . ... ... . . . 347% 35.1% 41.2%
Return on assets() . . . ... 114% 47% 154%
Adjusted return on assets™® ... 11.4% 12.5% 15.9%
Return on equity® . ... 41.0% 153% 34.3%
Adjusted return on equity© . ... 41.0% 41.0% 35.4%
Current ratiof) . .o 0.22 0.25 0.36
Gearing ratio®) . . . 0.04 0.84 0.35
Notes:
(1) Net profit margin equals our net profit for the year divided by revenue for the year.
2) Adjusted Net Profit margin equals our Adjusted Net Profit for the year divided by the revenue for the year.
3) Return on assets equals net profit for the year divided by the total assets as of the end of the year.
@) Adjusted return on assets equals Adjusted Net Profit for the year divided by the total assets as of the end of the year.
(5) Return on equity equals net profit for the year divided by the total equity amounts as of the end of the year.
(6) Adjusted return on equity equals Adjusted Net Profit for the year divided by the total equity as of the end of the year.
(7 Current ratio equals our current assets divided by current liabilities as of the end of the year.
(8) Gearing ratio equals total interest-bearing bank loans divided by total equity as of the end of the year.

Analysis of Key Financial Ratios
Net Profit Margin and Adjusted Net Profit Margin

Our net profit margin decreased from 34.7% for the year ended 31 August 2014 to 13.1% for the year ended
31 August 2015, and then increased to 39.9% for the year ended 31 August 2016. The fluctuation in our net profit
margin was primarily due to the one-off termination fee paid to Henan Polytechnic University, which
significantly decreased our net profit for the year ended 31 August 2015. Our Adjusted Net Profit margin
remained stable at 34.7% for the year ended 31 August 2014 and 35.1% for the year ended 31 August 2015. It
increased to 41.2% for the year ended 31 August 2016 primarily because we ceased to pay the annual fee to
Henan Polytechnic University after the termination of cooperation between us.

Return on Assets and Return on Equity

Similarly, our return on assets ratio and return on equity ratio experienced the same degree of fluctuation during
the Track Record Period, which was primarily because of the one-off termination fee paid to Henan Polytechnic
University.

Our adjusted return on assets increased from 11.4% for the year ended 31 August 2014 to 12.5% for the year
ended 31 August 2015 and 15.9% for the year ended 31 August 2016, primarily due to the growth in our
Adjusted Net Profit as a result of the expansion of our school network.

Our adjusted return on equity remained stable at 41.0% for the year ended 31 August 2014 and the year ended
31 August 2015. It decreased to 35.4% for the year ended 31 August 2016 primarily due to an increase in our
total equity attributable to the RMB223.7 million increase in retained earnings.

Current Ratio

Our current ratio increased from 0.22 as of 31 August 2014 to 0.25 as of 31 August 2015, primarily due to a
decrease in accruals and other payables because our repayments to our Controlling Shareholders and related
parties. Our current ratio further increased to 0.36 as of 31 August 2016, primarily due to an increase in our cash
and cash equivalents because we made a payment to Henan Polytechnic University in July 2015 consisting of
annual fees and a one-off termination fee, while no cost of such nature was incurred in the year ended 31 August
2016.
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Gearing Ratio

Our gearing ratio increased from 0.04 as of 31 August 2014 to 0.84 as of 31 August 2015, mainly because our
Group borrowed additional loans to pay the one-off termination fee to Henan Polytechnic University and repaid
the borrowings from our Controlling Shareholders. Our gearing ratio decreased to 0.35 as of 31 August 2016,
mainly due to our increased total equity as a result of our increased retained earnings.

RELATED PARTY TRANSACTIONS

Historically, we entered into transactions with our related parties from time to time.

Transactions with Related Parties

For the year ended 31 August 2014, 2015 and 2016, we obtained advances of RMB75.5 million, RMB96.7
million and RMB65.5 million, respectively, from our Controlling Shareholders, and repaid RMB92.7 million,
RMB560.3 million and RMB58.6 million, respectively, to our Controlling Shareholders. The advances from
Controlling Shareholders during the Track Record Period were to finance our capital expenditure and supplement
our working capitals.

For the year ended 31 August 2014, 2015 and 2016, we obtained advances of RMB10.0 million, RMB347.0
million and RMBS80.0 million, respectively, from our related parties other than our Controlling Shareholders, and
repaid nil, RMB347.0 million and RMB90.0 million, respectively, to our related parties other than our
Controlling Shareholders. The advances from related parties other than our Controlling Shareholders during the
Track Record Period were to supplement our working capitals.

Amounts due from Related Parties

As of 31 August 2014, 2015 and 2016, amounts due from our Controlling Shareholders were nil, RMB7.0
million and nil, respectively.

As of 31 August 2014, 2015 and 2016, amounts due from our related parties other than Controlling Shareholders
were nil, nil and nil, respectively.

Amounts due to Related Parties

As of 31 August 2014, 2015 and 2016, amounts due to our Controlling Shareholders were RMB456.6 million, nil
and nil, respectively.

As of 31 August 2014, 2015 and 2016, amounts due to our related parties other than Controlling Shareholders
were RMB10.0 million, RMB10.0 million and nil, respectively.

In accordance with the General Rules of Loans promulgated by the People’s Bank of China on June, 28, 1996,
enterprises are prohibited from disbursing loans without authorisation, or conducting lending and borrowing
activities, between and among enterprises without authorisation. However, pursuant to the Provisions of the
Supreme People’s Court on Certain Issues concerning Application of Law in Trial of Cases involving Private
Lending (“the Judicial Interpretation”) published on June 23, 2015, a contract of private lending between
enterprises for the need of production or business operation is valid, except under certain circumstances that such
private lending may be viewed as involving fraud, crime or other illegal aspects or against public policies as set
forth in the PRC Contract Law or the Judicial Interpretation itself. We confirm that all our lending with our
affiliates has been conducted for the needs of production or business operations and did not involve fraud, crime
or other illegal aspects or against public policies as set forth in the PRC Contract Law or the Judicial
Interpretation. Based on the above confirmation and a review of relevant documents, our PRC Legal Adviser is
of the view that lending between us, our subsidiaries and our affiliates does not violate relevant PRC laws and
regulations.
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Our Directors believe that each of the related party transactions set out in note 30 to the Accountants’ Report in
Appendix I to this prospectus was conducted in the ordinary course of business on an arm’s length basis. Our
Directors are of the view that our related party transactions during the Track Record Period would not distort our
track record results or make our historical results not reflective of our future performance.

OFF-BALANCE SHEET COMMITMENTS AND ARRANGEMENTS

As of the Latest Practicable Date, we had not entered into any off-balance sheet transactions.

QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARKET RISK

We are exposed to a variety of financial risks, including interest rate risk, credit risk and liquidity risk, as set out
below. We regularly monitor our exposure to these risks. As of the Latest Practicable Date, we did not hedge or
consider it was necessary to hedge any of these risks.

Interest Rate Risk

As we have no significant interest-bearing assets other than cash and cash equivalents, restricted cash, our
income and operating cash flows are substantially independent of changes in market interest rates.

Our interest-rate risk primarily arises from borrowings. Borrowings at variable interest rates expose us to cash
flow interest rate risk. Borrowings at fixed interest rates expose the Group to fair value interest rate risk. During
the Track Record Period, our borrowings bore interest at variable rates.

At 31 August 2014, 2015 and 2016, if the interest rates on bank borrowings, deposits and bank balances had been
50 basis points higher/lower than the prevailing rate announced by People’s Bank of China, with all other
variables held constant, our profit for the year would have been RMB1,170,000 higher/lower, RMB1,502,000
lower/higher and RMB62,000 higher/lower respectively.

Credit Risk

Our maximum exposure to credit risk in relation to financial assets is the carrying amounts of cash and cash
equivalents, restricted cash and trade and other receivables shown on combined balance sheets.

As of 31 August 31 2014, 2015 and 2016, 90%, 49% and 52% of our cash and cash equivalents and restricted
cash were held in state-owned financial institutions, which our management believes are of high credit quality.
The rest are deposited in local banks with good reputation. Our management does not expect any losses from
non-performance by these counterparties.

Credit risk is managed on a group basis. Credit risk arises from cash and cash equivalents and credit exposures to
customers, including outstanding trade and other receivables.

We have no significant concentrations of credit risk. The carrying amounts of receivables included in the
combined balance sheets represent our maximum exposure to credit risk in relation to these financial assets. We
assess the credit quality of our customers by taking into account various factors including their financial position,
past experience and other factors. The utilisation of credit terms is regularly monitored and our management does
not expect any losses from non-performance by these counterparties.

Liquidity risk
To manage the liquidity risk, we monitor and maintain a level of cash and cash equivalents deemed adequate by

our management to finance our operations and mitigate the effects of fluctuations in cash flows. We expect to
fund our future cash flow needs through internally generated cash flows from operations and bank borrowings.
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The maturity analysis of borrowings that shows the remaining contractual maturities is disclosed in Note 27 of
the Accountants’ Report in Appendix I to this prospectus. Generally there is no specific credit period granted by
the suppliers but the related payables are normally expected to be settled within three months after receipt of
goods or services.

As of 31 August 2014, 2015 and 2016, we have cash and cash equivalents and restricted cash of approximately
RMB259.4 million, RMB212.3 million and RMB305.0 million respectively and trade receivables of
approximately RMBO0.4 million, RMBO0.7 million and nil respectively that are expected to readily generate cash
inflows for managing liquidity risk.

The table below analyses our financial liabilities into relevant maturity groupings based on the remaining period
from the balance sheet date to the contractual maturity date. The amounts disclosed in the table are the
contractual undiscounted cash flows including interest elements computed using contracted rate or if floating
based on rates at the end dates during the Track Record Period.

Less than 1 Between 1 Between 2
year and2years and 5 years Total

(RMB’000) (RMB’000) (RMB’000) (RMB’000)

At 31 August 2014

Borrowings (principal plus interests) ................. 20,160 — — 20,160
Accruals and other payables (excluding non-financial
liabilities) ... ..o 648,424 — — 648,424
Other non-current liabilities (principal plus interests) .. .. — 11,000 61,000 72,000
668,584 11,000 61,000 740,584
At 31 August 2015
Borrowings (principal plus interests) ................. 380,455 56,327 93,542 530,324
Accruals and other payables (excluding non-financial
liabilities) ... ..o 176,527 — — 176,527
Other non-current liabilities (principal plus interests) . ... — 20,000 41,000 61,000
556,982 76,327 134,542 767,851
At 31 August 2016
Borrowings (principal plus interests) ................. 134,597 86,250 116,508 337,355
Accruals and other payables (excluding non-financial
liabilities) . . .. ..ot 120,343 — — 120,343
Other non-current liabilities (principal plus interests) .. .. — 41,000 — 41,000

254,940 127,250 116,508 498,698

DISTRIBUTABLE RESERVES

Our Company was incorporated in the Cayman Islands and has not carried out any business since the date of its
incorporation. Accordingly, our Company has no reserve available for distribution to the Shareholders as of
31 August 2016.

DIVIDENDS

As we are a holding company, our ability to declare and pay dividends will depend on receipt of sufficient funds
from our subsidiaries and, particularly, our combined affiliated entities, which are incorporated in the PRC. Our
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combined affiliated entities must comply with their respective constitutional documents and the laws and
regulations of the PRC in declaring and paying dividends to us. Pursuant to the laws applicable to the PRC’s
Foreign Investment Enterprises, our Company’s subsidiaries and our combined affiliated entities must make
appropriations from after-tax profit to non-distributable reserve funds as determined by the board of directors of
each relevant entity prior to payment of dividends. These reserves include a general reserve and a development
fund. Subject to certain cumulative limits, the general reserve requires annual appropriations of 10% of after-tax
profits as determined under PRC laws and regulations at each year-end until the balance reaches 50% of the
relevant PRC entity’s registered capital. PRC laws and regulations require private schools where the school
sponsors require reasonable returns to make annual appropriations of 25% of after-tax income to its development
fund prior to payments of dividend. Such appropriations are required to be used for the construction or
maintenance of the school or for the procurement or upgrading of educational equipment. In the case of a private
school where the school sponsors do not require reasonable returns, the school is required to make annual
appropriations equivalent to no less than 25% of the annual increase of net assets of the school as determined in
accordance with generally accepted accounting principles in the PRC. Each of our schools does not require
reasonable returns. Pursuant to the Decision of the Standing Committee of the National People’s Congress on
Amending the Law for Promoting Private Education of the PRC ((ZEIARMFREHHZEE GRINENL
(e N RILANE R AP E I EOMIRE)) (the “Amendment”) which will come into effect on 1 September
2017, private schools will be operated as non-profit or for-profit private schools and sponsors of private schools
will no longer be required to indicate whether they require reasonable returns or not requiring reasonable returns.
However, the Amendment remains silent on the requirement of the development fund of the non-profit schools or
for-profit schools.

Any amount of dividends we pay will be at the discretion of our Directors and will depend on our future
operations and earnings, capital requirements and surplus, general financial condition, contractual restrictions
and other factors which our Directors consider relevant. Any declaration and payment as well as the amount of
dividends will be subject to our constitutional documents and the Cayman Companies Law. Our Shareholders in
a general meeting may approve any declaration of dividends, which must not exceed the amount recommended
by our Board. No dividend shall be declared or payable except out of our profits and reserves lawfully available
for distribution. Our future declarations of dividends may or may not reflect our historical declarations of
dividends and will be at the absolute discretion of the Board. There is no assurance that dividends of any amount
will be declared to be distributed in any year.

DISCLOSURE REQUIRED UNDER CHAPTER 13 OF THE LISTING RULES

Our Directors have confirmed that, as of the Latest Practicable Date, there are no circumstances which, had we
been required to comply with Rules 13.13 to 13.19 in Chapter 13 of the Listing Rules, would have given rise to a
disclosure requirement under Rules 13.13 to 13.19 of the Listing Rules.

PROPERTY INTERESTS AND PROPERTY VALUATION REPORT

Except our properties located in Zhengdong New Area, Zhengzhou, Henan province, the value of which is
appraised in the Property Valuation Report set forth in Appendix III to this prospectus, no single property we
own has a carrying amount of 15% or more of our total assets. Asia-Pacific Consulting and Appraisal Limited, an
independent property valuation firm, has valued the properties owned by us in Zhengdong New Area,
Zhengzhou, Henan province as of 31 December 31 2016. The text of its letter and valuation certificate are set out
in the Property Valuation Report as set forth in Appendix III to this prospectus.
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The following table presents the reconciliation of the net book value of the relevant property interests, as of 31
August 2016 to their market value as of 31 December 2016 attributed by Asia-Pacific Consulting and Appraisal
Limited as stated in the valuation certificate in the Property Valuation Report as set forth in Appendix III to this
prospectus:

RMB’000
Buildings and construction in progress included in property, plant and equipment ................ 672,821
Add: Addition in buildings and construction in Progress .. ........... ...ttt 23,087
Less: Depreciation for the four months ended 31 December 2016 ......... ... ... ... .. ... .... (4,808)
691,100
Valuation SUIPIUS . . . ..o 101,983
Reference value as of 31 December 201600 . . ... e 793,083
Less: Buildings without commercial value due to the allocated land nature of the property and lack of
ttle CertifiCates . . ..ottt (793,083)
Valuation as of 31 December 2016 .. ... ... —@
Notes:
(1) The reference value of the relevant properties is based on the depreciated replacement cost of the relevant properties attributed by

Asia-Pacific Consulting and Appraisal Limited as set out in note 5 to the valuation certificate contained in the Property Valuation
Report set forth in Appendix III to this prospectus. The reference value is assigned for the reference only and on the assumptions that
we had obtained all title certificates of the relevant properties and the relevant properties could be freely transfer.

2) The relevant properties are ascribed as no commercial value by Asia-Pacific Consulting and Appraisal Limited due to the allocated
land nature and lack of title certificates. For more details of the valuation of the relevant properties, see the Property Valuation
Report as set forth in Appendix III to this prospectus.

NO MATERIAL ADVERSE CHANGE

Our Directors confirm that, up to the date of this prospectus, there has been no material adverse change in our
financial or trading position since 31 August 2016 (being the date on which the latest audited combined financial
information of our Group was prepared) and there is no event since 31 August 2016 which would materially
affect the information shown in our Combined Financial Statements included in the section headed
“Accountants’ Report” in Appendix I to this prospectus.

UNAUDITED PRO FORMA ADJUSTED COMBINED NET TANGIBLE ASSETS

The following our unaudited pro forma adjusted combined net tangible assets has been prepared in accordance
with Rule 4.29 of the Listing Rules and with reference to Accounting Guideline 7 “Preparation of Pro Forma
Financial Information for Inclusion in Investment Circulars” issued by the HKICPA for illustration purpose only,
and is set out below to illustrate the effect of the Global Offering on our audited combined net tangible assets as
of 31 August 2016 as if it had taken place on that date.

233



FINANCIAL INFORMATION

Our unaudited pro forma adjusted combined net tangible assets has been prepared for illustrative purposes only
and because of its hypothetical nature, it may not give a true picture of the financial position of our Group had
the Global Offering been completed as of 31 August 2016 or any future date. It is prepared based on our
combined net tangible assets as of 31 August 2016 as set out in the section headed “Accountants’ Report” in

Appendix I to this prospectus, and adjusted as described below:

Audited
combined net Unaudited Unaudited
tangible assets Estimated net pro forma pro forma
attributable to proceeds adjusted adjusted
owners of our from combined  combined net
Company as of the Global net tangible tangible assets
31 August 2016 Offering® assets per Share®
(RMB’000) (RMB’000) (RMB’000) RMB HK$@
Based on an Offer Price of HK$1.98 per
Share ......... ... . i 907,856 1,241,727 2,149,583  0.72 0.81
Based on an Offer Price of HK$2.54 per
Share ......... ... i 907,856 1,600,535 2,508,391 0.84 0.95
Notes:
(1) The audited combined net tangible assets attributable to owners of our Company as of 31 August 2016 is extracted from the

Accountants’ Report, which is based on the audited combined net assets attributable to owners of our Company as of 31 August
2016 of approximately RMB909.6 million less the intangible assets of our Group as of 31 August 2016 of approximately RMB1.8
million.

The estimated net proceeds from the Global Offering are based on the Offer Price of HK$1.98 per Share and HK$2.54 per Share,
after deduction of the underwriting fees and other related expenses payable by our Company. The estimated net proceeds from the
Global Offering are converted from Hong Kong dollars into Renminbi at an exchange rate of HK$1.0 to RMB0.88354 prevailing on

The unaudited pro forma adjusted combined net tangible assets per Share is calculated based on 3,000,000,000 Shares in issue
immediately following the completion of the Global Offering and does not take into account of any Shares which may be issued
upon the exercise of the options granted under the Pre-IPO Share Option Scheme and Shares which may be granted under the Share

(2)

3 February 2017.
3)

Award Scheme.
4)

The unaudited pro forma adjusted combined net tangible assets per Share is converted into Hong Kong dollars at an exchange rate of
HK$1.0 to RMB0.88354 prevailing on 3 February 2017.
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FUTURE PLANS

See the section headed “Business — Our Business Strategies™ in this prospectus for a detailed description of our
future plans.

USE OF PROCEEDS

We estimate that we will receive net proceeds from the Global Offering of approximately HK$1,608.5 million
after deducting underwriting commission and other estimated expenses paid and payable by us in the Global
Offering and taking into account any additional discretionary incentive fee, assuming an Offer Price of HK$2.26
per Share, being the mid-point of the indicative Offer Price range of HK$1.98 to HK$2.54 per Share. We intend
to use the net proceeds we will receive from this offering for the following purposes:

. approximately 30% (approximately HK$482.5 million) to be applied towards the expansion of our school
network within Henan Province and into other attractive markets in China by building new schools by
ourselves and developing new schools by partnering with third parties through asset-light model. In
particular, we plan to establish new high schools on our Xuchang YuHua Elite School campus, Kaifeng
YuHua Elite School campus and Jiyuan YuHua Elite School campus in the next three years;

. approximately 28% (approximately HK$450.4 million) to be applied towards the acquisition of K-12
schools and universities in Henan Province and surrounding regions of Henan Province to supplement our
school network. Our management intends to continue to assess potential acquisition targets and identify the
targets in accordance with the following criteria:

J For K-12 schools: (i) general economic condition of the city in which a target school is located; (ii)
demand for private education in such city and its neighbouring areas; (iii) level of government
support in promoting private education; (iv) valuation of the target school; and (v) growth potential
of the target school;

. For universities: (i) no less than 10,000 enrolled students; (ii) located in our preferred regions; and
(iii) with a preference towards medical schools or normal schools (Fli#EE2£Z);

As of the Latest Practicable Date, we had not identified any specific acquisition target or confirmed the
number of schools to be acquired or the timeframe for incurring the acquisition expenditure;

. approximately 25% (approximately HK$402.1 million) to be applied towards school facilities upgrade and
capacity expansion for our existing schools. In particular, we plan to construct additional buildings on our
existing University campus;

. approximately 10% (approximately HK$160.9 million) to supplement our working capital; and
. approximately 7% (approximately HK$112.6 million) to repay our bank loans as follows:

Outstanding
Amount As
of
31 December Interest
Bank 2016 (RMB) rate Maturity date Usage
Shanghai Pudong Development
Bank® ... ... o 30.0 million  4.90% 29 March 2017  Working capital purposes
China CITICBank ................. 70.0 million  5.23% 4 January 2019  Working capital purposes
Note:
(1) As part of our efforts to release all related party guarantees for our bank loans, we expect to repay the RMB30.0 million bank loan

borrowed from Shanghai Pudong Development Bank and guaranteed by our Controlling Shareholders with RMB30.0 million new
bank loans to be drawn down before Listing. As of the Latest Practicable Date, we were still negotiating the terms for the RMB30.0
million new bank loans. The proceeds allocated to repay our bank loans after Listing are expected to repay the RMB30.0 million
new bank loans.

In the event that the Offer Price is set at the high point or the low point of the indicative Offer Price range, the net
proceeds of the Global Offering will increase or decrease by approximately HK$203.1 million, respectively.
Under such circumstances, we will increase or decrease the allocation of the net proceeds to the above purposes
on a pro-rata basis.
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If the Over-allotment Option is exercised in full, the net proceeds that the Over-allotment Option Grantor will
receive will be approximately HK$249.1 million, assuming an Offer Price of HK$2.26 per Share, being the mid-
point of the proposed Offer Price range. The Over-allotment Option Grantor may be required to sell up to an
aggregate of 112,500,000 additional existing shares.

To the extent that the net proceeds of the Global Offering are not immediately required for the above purposes or
if we are unable to put into effect any part of our development plan as intended, we may hold such funds in short-
term deposits so long as it is deemed to be in the best interests of the Company. In such event, we will comply
with the appropriate disclosure requirements under the Listing Rules.

Since we are an offshore holding company, we will need to make capital contributions and loans to our PRC
subsidiaries or through loans to our consolidated affiliated entities such that the net proceeds of this offering can
be used in the manner described above. Such capital contributions and loans are subject to a number of
limitations and approval processes under PRC laws and regulations. There are no costs associated with
registering loans or capital contributions with relevant PRC authorities, other than nominal processing charges.
Under PRC laws and regulations, the PRC governmental authorities are required to process such approvals or
registrations or deny our application within a prescribed period, which are usually less than 90 days. The actual
time taken, however, may be longer due to administrative delay. We cannot assure you that we can obtain the
approvals from the relevant governmental authorities, or complete the registration and filing procedures required
to use our net proceeds as described above, in each case on a timely basis, or at all. This is because PRC
regulation of loans and direct investment by offshore holding companies to PRC entities may delay or prevent us
from using the proceeds of this offering to make loans or additional capital contributions to our PRC operating
subsidiaries or consolidated affiliated entities, which could materially and adversely affect our liquidity and our
ability to fund and expand our business. See the section headed “Risk Factors — Risks Relating to our
Contractual Arrangements” in this prospectus.
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HONG KONG UNDERWRITERS
CLSA Limited

Merrill Lynch Far East Limited
CCB International Capital Limited
First Capital Securities Limited

Orient Securities (Hong Kong) Limited

UNDERWRITING ARRANGEMENTS AND EXPENSES
Hong Kong Public Offering
Hong Kong Underwriting Agreement

Pursuant to the Hong Kong Underwriting Agreement, our Company is offering initially 75,000,000 Hong Kong
Public Offer Shares (subject to adjustment) for subscription by the public in Hong Kong on the terms and subject
to the conditions in this prospectus, the Application Forms and the Hong Kong Underwriting Agreement at the
Offer Price.

Subject to the Listing Committee granting the listing of, and permission to deal in, the Shares in issue and to be
issued pursuant to the Global Offering as mentioned herein (including any additional Shares which may be sold
pursuant to the exercise of the Over-allotment Option) and such approval not having been withdrawn, and to
certain other conditions set out in the Hong Kong Underwriting Agreement (including the Joint Global
Coordinators (for themselves and on behalf of the Underwriters) and our Company (for itself and on behalf of the
Over-allotment Option Grantor) agreeing upon the Offer Price), the Hong Kong Underwriters have agreed
severally and not jointly to subscribe, or procure subscribers to subscribe for their respective applicable
proportions of the Hong Kong Public Offer Shares being offered which are not taken up under the Hong Kong
Public Offering on the terms and conditions as set out in this prospectus, the Application Forms and the Hong
Kong Underwriting Agreement.

The Hong Kong Underwriting Agreement is conditional on and subject to, amongst other things, the International
Underwriting Agreement having been signed and becoming unconditional and not having been terminated in
accordance with its terms.

Grounds for termination

The Joint Global Coordinators (for themselves and on behalf of the Hong Kong Underwriters) and the Sole
Sponsor shall be entitled by notice (orally or in writing) to the Company to terminate this Hong Kong
Underwriting Agreement with immediate effect if prior to 8:00 a.m. on the Listing Date:

@) there shall develop, occur, exist or come into effect:

a) any local, national, regional or international event or circumstance in the nature of force majeure
(including, without limitation, any acts of government, declaration of a national or international
emergency or war, calamity, crisis, epidemic, pandemic, outbreak of infectious disease, economic
sanctions, strikes, lock-outs, fire, explosion, flooding, earthquake, volcanic eruption, civil
commotion, riots, public disorder, acts of war, outbreak or escalation of hostilities (whether or not
war is declared), acts of God or acts of terrorism) in or affecting the Cayman Islands, BVI, Hong
Kong, the PRC, the United States, the United Kingdom, any member of the European Union,
Japan, Singapore or any other jurisdiction relevant to any member of the Group or the Global
Offering (collectively, the “Relevant Jurisdictions” and any one of them, a “Relevant
Jurisdiction”); or
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b)

¢)

d)

€)

g

h)

i)

k)

)

m)

n)

any change, or any development involving a prospective change, or any event or circumstance
likely to result in any change or development involving a prospective change, in any local,
national, regional or international financial, economic, political, military, industrial, fiscal,
regulatory, currency, credit or market conditions (including, without limitation, conditions in the
stock and bond markets, money and foreign exchange markets, the interbank markets and credit
markets) in or affecting any of the Relevant Jurisdictions; or

any moratorium, suspension or restriction (including, without limitation, any imposition of or
requirement for any minimum or maximum price limit or price range) in or on trading in securities
generally on the Stock Exchange, the New York Stock Exchange, the NASDAQ Global Market,
the London Stock Exchange, the Tokyo Stock Exchange, the Shanghai Stock Exchange or the
Shenzhen Stock Exchange; or

any general moratorium on commercial banking activities in or affecting any Relevant Jurisdiction
or any disruption in commercial banking or foreign exchange trading or securities settlement or
clearance services, procedures or matters in any Relevant Jurisdiction; or

any new Law, or any change or any development involving a prospective change or any event or
circumstance likely to result in a change or a development involving a prospective change in (or in
the interpretation or application by any court or other competent authority of) existing Laws, in
each case, in or affecting any of the Relevant Jurisdictions; or

the imposition of economic sanctions, or the withdrawal of trading privileges, in whatever form,
directly or indirectly, by, or for, any of the Relevant Jurisdictions; or

a change or development involving a prospective change in or affecting taxation or exchange
control, currency exchange rates or foreign investment regulations (including, without limitation,
a material devaluation of the Hong Kong dollar or the Renminbi against any foreign currencies),
or the implementation of any exchange control, in any of the Relevant Jurisdictions; or

any proceedings of any third party being threatened or instigated against any member of the Group
not specifically disclosed in this prospectus; or

a Director being charged with an indictable offence or prohibited by operation of law or otherwise
disqualified from taking part in the management of a company; or

the chairman or chief executive officer of the Company vacating his or her office; or

an authority or a political body or organisation in any of the Relevant Jurisdictions commencing
any investigation or other action, or announcing an intention to investigate or take other action,
against any Director; or

a contravention by any member of the Group of the Listing Rules or applicable Laws; or

a prohibition on the Company for whatever reason from offering, allotting, issuing or selling any
of the Shares (including the Shares which may be sold under the Over-allotment Option) pursuant
to the terms of the Global Offering; or

non-compliance of the prospectus (or any other documents used in connection with the
contemplated offer and sale of the Shares) or any aspect of the Global Offering with the Listing
Rules or any other applicable Laws; or

the issue or requirement to issue by the Company of any supplement or amendment to the
prospectus (or to any other documents used in connection with the contemplated offer and sale of
the Shares) pursuant to the Companies Ordinance, the Companies (Winding Up and
Miscellaneous Provisions) Ordinance or the Listing Rules or any requirement or request of the
Stock Exchange and/or the SFC; or
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(ii)

p) an order or petition for the winding up of any member of the Group or any composition or
arrangement made by any member of the Group with its creditors or a scheme of arrangement
entered into by any member of the Group or any resolution for the winding-up of any member of
the Group or the appointment of a provisional liquidator, receiver or manager over all or part of
the material assets or undertaking of any member of the Group or anything analogous thereto
occurring in respect of any member of the Group,

which, individually or in the aggregate, in the sole opinion of the Joint Global Coordinators and the Sole
Sponsor: (1) has or will have or is likely to have a material adverse effect on the assets, liabilities, business,
general affairs, management, prospects, shareholders’ equity, profits, losses, results of operations, position
or condition, financial or otherwise, or performance of the Group as a whole; or (2) has or will have or may
have a material adverse effect on the success of the Global Offering or the level of applications under the
Hong Kong Public Offering or the level of interest under the International Offering; or (3) makes or will
make or may make it inadvisable or inexpedient or impracticable for the Global Offering to proceed or to
market the Global Offering; or (4) has or will have or may have the effect of making any part of this Hong
Kong Underwriting Agreement (including underwriting) incapable of performance in accordance with its
terms or preventing or delaying the processing of applications and/or payments pursuant to the Global
Offering or pursuant to the underwriting thereof; or

there has come to the notice of the Joint Global Coordinators or the Sole Sponsor:

a) that any statement contained in this prospectus, the Application Forms, or any notices,
announcements, advertisements, communications or other documents issued or used by or on
behalf of the Company in connection with the Hong Kong Public Offering (including any
supplement or amendment thereto) was, when it was issued, or has become, untrue, incorrect in
any material respect or misleading in any respect, or that any forecast, estimate, expression of
opinion, intention or expectation contained in any of the prospectus, the Application Forms and/or
any notices, announcements, advertisements, communications or other documents issued or used
by or on behalf of the Company in connection with the Hong Kong Public Offering (including any
supplement or amendment thereto) is not fair and honest and based on reasonable assumptions; or

b) that any matter has arisen or has been discovered which would, had it arisen or been discovered
immediately before the date of this prospectus, constitute an omission of a material fact from any
of the prospectus, the Application Forms and/or any notices, announcements, advertisements,
communications or other documents issued or used by or on behalf of the Company in connection
with the Hong Kong Public Offering (including any supplement or amendment thereto); or

c) any breach of any of the obligations imposed upon any party to this Hong Kong Underwriting
Agreement or the International Underwriting Agreement (other than upon any of the Hong Kong
Underwriters or the International Underwriters); or

d) any event, act or omission which gives or is likely to give rise to any liability of any of the
indemnifying parties under the Hong Kong Underwriting Agreement; or

e) any material adverse change or development involving a prospective adverse change in the assets,
liabilities, business, general affairs, management, prospects, shareholders’ equity, profits, losses,
results of operations, position or condition, financial or otherwise, or performance of any member
of the Group; or

f) any breach of, or any event or circumstance rendering untrue or incorrect or misleading in any
respect, any of the warranties under the Hong Kong Underwriting Agreement; or

g) approval by the Listing Committee of the Stock Exchange of the listing of, and permission to deal
in, the Shares to be issued or sold (including any additional Shares that may be sold pursuant to
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the exercise of the Over-allotment Option) under the Global Offering is refused or not granted,
other than subject to customary conditions, on or before the Listing Date, or if granted, the
approval is subsequently withdrawn, qualified (other than by customary conditions) or withheld;
or

h) the Company withdraws this prospectus (and/or any other documents issued or used in connection
with the Global Offering) or the Global Offering; or

1) any person (other than the Sole Sponsor) has withdrawn or is subject to withdraw its consent to
being named in any of the prospectus or the Application Forms or to the issue of any of the
prospectus or the Application Forms.

Undertakings to the Stock Exchange pursuant to the Listing Rules
Undertakings by our Company

Pursuant to Rule 10.08 of the Listing Rules, our Company has undertaken to the Stock Exchange that no further
Shares or securities convertible into equity securities of our Company (whether or not of a class already listed)
may be issued by us or form the subject of any agreement to such issue within six months from the Listing Date
(whether or not such issue of Shares or securities will be completed within six months from the Listing Date),
except: (a) in certain circumstances prescribed by Rule 10.08 of the Listing Rules; (b) pursuant to the Global
Offering; (c) pursuant to the exercise of the options granted under the Pre-IPO Share Option Scheme; or (d) grant
of Shares under the Share Award Scheme.

Undertakings by the Controlling Shareholders

Pursuant to Rule 10.07(1) of the Listing Rules, each of the Controlling Shareholders has undertaken to the Stock
Exchange that, except pursuant to the Global Offering (including pursuant to the Over-allotment Option and the
Stock Borrowing Agreement), it will not, and shall procure that the relevant registered holder(s) (if any) will not,
without the prior written consent of the Stock Exchange or unless otherwise in compliance with applicable
requirements of the Listing Rules:

(a) in the period commencing on the date by reference to which disclosure of their respective shareholding is
made in this prospectus and ending on the date which is six months from the Listing Date, dispose of, or
enter into any agreement to dispose of or otherwise create, any options, rights, interests or encumbrances
in respect of, any of those Shares or securities of our Company in respect of which it is shown in this
prospectus to be the beneficial owner; and

(b) in the period of six months commencing on the date on which the period referred to in the preceding
paragraph expires, dispose of, or enter into any agreement to dispose of or otherwise create, any options,
rights, interests or encumbrances in respect of, any of the Shares or securities of our Company referred to
in the preceding paragraph if, immediately following such disposal or upon the exercise or enforcement
of such options, rights, interests or encumbrances, it would cease to be a controlling shareholder (as
defined in the Listing Rules) of our Company.

Pursuant to Note 3 to Rule 10.07(2) of the Listing Rules, each of the Controlling Shareholders has further
undertaken to each of the Stock Exchange and our Company that within the period commencing on the date by
reference to which disclosure of its shareholding is made in this prospectus and ending on the date which is 12
months from the Listing Date, it will immediately inform the Stock Exchange and our Company in writing of:

(a) any pledges or charges of any Shares or other securities of our Company beneficially owned by it in
favour of an authorised institution (as defined in the Banking Ordinance (Chapter 155 of the Laws of
Hong Kong)) for a bona fide commercial loan, together with the number of such Shares or other securities
of our Company so pledged or charged; and
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(b) any indications, either verbal or written, from any pledgee or chargee that any of the pledged or charged
Shares or securities of our Company will be disposed of.

We will inform the Stock Exchange as soon as we have been informed of the above matters (if any) by any of the
Controlling Shareholders and disclose such matters by way of an announcement published in accordance with
Rule 2.07 of the Listing Rules as soon as possible.

Undertakings pursuant to the Hong Kong Underwriting Agreement
Undertakings by our Company

Our Company has, pursuant to the Hong Kong Underwriting Agreement, undertaken to, inter alia, the Sole
Sponsor, the Joint Global Coordinators and the Hong Kong Underwriters not to, and to procure each of the other
member of the Group not to, without the prior written consent of the Sole Sponsor and the Joint Global
Coordinators (for themselves and on behalf of the Hong Kong Underwriters) and unless in compliance with the
requirements of the Listing Rules, except pursuant to the Global Offering (including pursuant to the Over-
allotment Option) and subject always to the provisions of the Listing Rules, during the period commencing on
the date of the Hong Kong Underwriting Agreement and ending on, and including, the date that is six months
after the Listing Date (the “First Six-Month Period”):

(a) allot, issue, sell, accept subscription for, offer to allot, issue or sell, contract or agree to allot, issue or sell,
mortgage, charge, pledge, hypothecate, lend, grant or sell any option, warrant, contract or right to
subscribe for or purchase, grant or purchase any option, warrant, contract or right to allot, issue or sell, or
otherwise transfer or dispose of or create an encumbrance over, or agree to transfer or dispose of or create
an encumbrance over, either directly or indirectly, conditionally or unconditionally, any Shares or any
other securities of our Company or any shares or other securities of such other member of the Group, as
applicable, or any interest in any of the foregoing (including, without limitation, any securities
convertible into or exchangeable or exercisable for or that represent the right to receive, or any warrants
or other rights to purchase, any Shares or any shares of such other member of the Group, as applicable),
or deposit any Shares or other securities of our Company or any shares or other securities of such other
member of the Group, as applicable, with a depositary in connection with the issue of depositary receipts;
or

(b) enter into any swap or other arrangement that transfers to another, in whole or in part, any of the
economic consequences of ownership of Shares or any other securities of our Company or any shares or
other securities of such other member of the Group, as applicable, or any interest in any of the foregoing
(including, without limitation, any securities convertible into or exchangeable or exercisable for or that
represent the right to receive, or any warrants or other rights to purchase, any Shares or any shares of such
other member of the Group, as applicable); or

() enter into any transaction with the same economic effect as any transaction specified in paragraph (a) or
(b) above; or

(d) offer to or agree to or announce any intention to effect any transaction specified in paragraph (a), (b) or
(c) above,

in each case, whether any of the transactions specified in paragraph (a), (b) or (c) above is to be settled by
delivery of Shares or other securities of our Company or shares or other securities of such other member of the
Group, as applicable, or in cash or otherwise (whether or not the issue of such Shares or other shares or securities
will be completed within the First Six-Month Period).

In the event that our Company enters into any of the transactions specified in paragraph (a), (b) or (c) above or
offers to or agrees to or announces any intention to effect any such transaction during the period of six months
commencing on the date on which the First Six-Month Period expires (the “Second Six-Month Period”), our
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Company shall take all reasonable steps to ensure that any such act, if done, will not create a disorderly or false
market in the securities of our Company.

Undertakings by the Controlling Shareholders

Each of the Controlling Shareholders undertake to us and the Joint Global Coordinators, the Sole Sponsor, the
Joint Bookrunners, the Joint Lead Manager and the Hong Kong Underwriters that, without the prior written
consent of the Sole Sponsor and Joint Global Coordinators (for themselves and on behalf of the Hong Kong
Underwriters) and unless in compliance with the requirements of the Listing Rules:

(D it will not, at any time during the First Six-Month Period, (i) sell, offer to sell, contract or agree to sell,
mortgage, charge, pledge, hypothecate, lend, grant or sell any option, warrant, contract or right to
purchase, grant or purchase any option, warrant, contract or right to sell, or otherwise transfer or dispose
of or create an encumbrance over, or agree to transfer or dispose of or create an encumbrance over, either
directly or indirectly, conditionally or unconditionally, any Shares or other securities of our Company or
any interest therein (including, without limitation, any securities convertible into or exchangeable or
exercisable for or that represent the right to receive, or any warrants or other rights to purchase, any
Shares or any such other securities, as applicable, or any interest in any of the foregoing), or deposit any
Shares or other securities of our Company with a depositary in connection with the issue of depositary
receipts; or (ii) enter into any swap or other arrangement that transfers to another, in whole or in part, any
of the economic consequences of ownership of any Shares or other securities of our Company or any
interest therein (including, without limitation, any securities convertible into or exchangeable or
exercisable for or that represent the right to receive, or any warrants or other rights to purchase, any
Shares or any such other securities, as applicable or any interest in any of the foregoing); or (iii) enter into
any transaction with the same economic effect as any transaction specified in (1)(i) or (1)(ii) of this
paragraph; or (iv) offer to or agree to or announce any intention to effect any transaction specified in
(D), (1(@i) or (1)(iii) of this paragraph, and in each case, whether any of the transactions specified in
(1)(@), (1)@i) or (1)(iii) of this paragraph is to be settled by delivery of Shares or other securities of our
Company or in cash or otherwise (whether or not the issue of such Shares or other securities will be
completed within the First Six-Month Period);

2) it will not, during the Second Six-Month Period, enter into any of the transactions specified in
(1)(@), (1)(@ii) or (1)(iii) above or offer to or agree to or announce any intention to effect any such
transaction if, immediately following any sale, transfer or disposal or upon the exercise or enforcement of
any option, right, interest or encumbrance pursuant to such transaction, it will cease to be a controlling
shareholder (as defined in the Listing Rules) of our Company; and

3) until the expiry of the Second Six-Month Period, in the event that it enters into any of the transactions
specified in (1)(1), (1)(ii) or (1)(iii) above or offers to or agrees to or announces any intention to effect any
such transaction, it will take all reasonable steps to ensure that it will not create a disorderly or false
market in the securities of our Company,

provided that nothing of the above shall prevent the Controlling Shareholders from (i) purchasing additional
Shares or other securities of the Company and disposing of such additional Shares or securities of the Company,
(ii) using the Shares or other securities of the Company or any interest therein beneficially owned by them as
security (including a charge or a pledge) in favour of an authorised institution (as defined in the Banking
Ordinance (Chapter 155 of the Laws of Hong Kong)) for a bona fide commercial loan, or (iii) facilitating the
share lending arrangement as described in this prospectus and undertaking any action in connection with the
Over-allotment Option.

Each of the Controlling Shareholders hereby further undertakes to the Company, the Sole Sponsor, the Joint
Global Coordinators and the Hong Kong Underwriters that it will, at any time within the period commencing on

242



UNDERWRITING

the date of the Hong Kong Underwriting Agreement and ending on the date which is 12 months after the Listing
Date:

1) when it pledges or charges any Shares or other securities of the Company or any interests in or any of the
rights attaching to any Shares or other securities of the Company, including but not limited to rights as to
voting, dividend or distribution in the Shares, immediately inform the Company, the Sole Sponsor and the
Joint Global Coordinators in writing of such pledge or charge together with the number and class of the
Shares or securities and nature of interest so pledged or charged; and

(i1) upon any indication received by it, either verbal or written, from any pledgee or chargee that any of the
pledged or charged Shares or securities or interests in or rights attaching to the Shares or securities of the
Company will be disposed of, immediately inform the Company, the Sole Sponsor and the Joint Global
Coordinators in writing of such indications.

The Company agrees and undertakes to the Sole Sponsor, the Joint Global Coordinators and each of the Hong
Kong Underwriters, that, upon receiving such information in writing from the Controlling Shareholders, it shall,
as soon as practicable, notify the Stock Exchange and make an announcement in accordance with the Listing
Rules.

Underwriting Commission and Expenses

The Hong Kong Underwriters will receive an underwriting commission of 2.0% of the aggregate Offer Price
payable for the Hong Kong Public Offer Shares initially offered under the Hong Kong Public Offering. For
unsubscribed Hong Kong Public Offer Shares reallocated to the International Offering, if any, we will pay an
underwriting commission at the rate applicable to the International Offering as set out in the International
Underwriting Agreement, and such commission will be paid to the International Underwriters, and not the Hong
Kong Underwriters. Our Company may also at its sole discretion pay the International Underwriters an additional
incentive fee of up to 1.0% of the aggregate Offer Price in respect of all the Offer Shares offered under the
Global Offering (including pursuant to the exercise of the Over-allotment Option).

We will pay the Sole Sponsor US$0.5 million (approximately HK$3.9 million) as the sponsor fee.

The aggregate commissions and fees (including the discretionary incentive fee), together with the sponsor fee,
Stock Exchange listing fees, SFC transaction levy, the Stock Exchange trading fee, legal and other professional
fees, printing and other expenses relating to the Global Offering paid and payable by us, are estimated to amount
to approximately RMB86.8 million in total (based on the mid-point of our indicative Offer Price range for the
Global Offering, and assuming the Over-allotment Option is not exercised).

Indemnity

Each of Our Company and the Controlling Shareholders has agreed to, jointly and severally, indemnify, among
others, each of the Joint Global Coordinators, the Sole Sponsor and the Hong Kong Underwriters against certain
losses which they may suffer, including losses arising from their performance of their obligations under the Hong
Kong Underwriting Agreement and any breach by our Company and any of the Controlling Shareholders of the
Hong Kong Underwriting Agreement.

Hong Kong Underwriters’ Interests in our Company

Save for their obligations under the Hong Kong Underwriting Agreement, as of the Latest Practicable Date, none
of the Hong Kong Underwriters is interested, legally or beneficially, directly or indirectly, in any Shares or other
securities in our Company or any other member of the Group or has any right or option (whether legally
enforceable or not) to subscribe for, or to nominate persons to subscribe for, any Shares or other securities in our
Company or any other member of the Group.
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Following the completion of the Global Offering, the Hong Kong Underwriters and their affiliates may hold a
certain portion of the Shares as a result of fulfilling their obligations under the Hong Kong Underwriting
Agreement.

International Offering
International Underwriting Agreement

In connection with the International Offering, it is expected that our Company will enter into the International
Underwriting Agreement with, amongst others, the International Underwriters. Under the International
Underwriting Agreement, subject to the conditions set out therein, the International Underwriters would severally
and not jointly, agree to procure purchasers for, or to purchase, the International Offering Shares.

The Over-allotment Option Grantor will grant to the International Underwriters the Over-allotment Option,
exercisable by the Stabilisation Manager on behalf of the International Underwriters and in consultation with the
Joint Global Coordinators, during the 30-day period from the last day for the lodging of applications under the
Hong Kong Public Offering, to require the Over-allotment Option Grantor to sell up to an aggregate of
112,500,000 additional existing Shares, representing approximately 15% of the number of Offer Shares initially
available under the Global Offering. These Shares will be sold at the Offer Price to, among other things, cover
over-allocations, if any, in the International Offering.

Potential investors are reminded that in the event that the International Underwriting Agreement is not entered
into, the Global Offering will not proceed.

Over-allotment Option and Stabilisation

Details of the arrangements relating to the Over-allotment Option and stabilisation are set forth in the section
headed “Structure of the Global Offering” in this prospectus.

Sponsor’s Independence

The Sole Sponsor satisfies the independence criteria applicable to sponsors as set out in Rule 3A.07 of the Listing
Rules.

Activities by Syndicate Members

The underwriters of the Hong Kong Public Offering and the International Offering (together, the “Syndicate
Members”) and their affiliates may each individually undertake a variety of activities (as further described
below) which do not form part of the underwriting or stabilising process.

The Syndicate Members and their affiliates are diversified financial institutions with relationships in countries
around the world. These entities engage in a wide range of commercial and investment banking, brokerage, funds
management, trading, hedging, investing and other activities for their own account and for the account of others.
In relation to the Shares, those activities could include acting as agent for buyers and sellers of the Shares,
entering into transactions with those buyers and sellers in a principal capacity, proprietary trading in the Shares,
and entering into over the counter or listed derivative transactions or listed and unlisted securities transactions
(including issuing securities such as derivative warrants listed on a stock exchange) which have as their
underlying assets, assets including the Shares. Those activities may require hedging activity by those entities
involving, directly or indirectly, the buying and selling of the Shares. All such activities could occur in Hong
Kong and elsewhere in the world and may result in the Syndicate Members and their affiliates holding long and/
or short positions in the Shares, in baskets of securities or indices including the Shares, in units of funds that may
purchase the Shares, or in derivatives related to any of the foregoing.
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In relation to issues by Syndicate Members or their affiliates of any listed securities having the Shares as their
underlying securities, whether on the Stock Exchange or on any other stock exchange, the rules of the exchange
may require the issuer of those securities (or one of its affiliates or agents) to act as a market maker or liquidity
provider in the security, and this will also result in hedging activity in the Shares in most cases.

All such activities may occur both during and after the end of the stabilising period described in the section
headed “Structure of the Global Offering” in this prospectus. Such activities may affect the market price or value
of the Shares, the liquidity or trading volume in the Shares and the volatility of the price of the Shares, and the
extent to which this occurs from day to day cannot be estimated.

It should be noted that when engaging in any of these activities, the Syndicate Members will be subject to certain
restrictions, including the following:

(a) the Syndicate Members (other than the Stabilisation Manager or any person acting for it) must not, in
connection with the distribution of the Offer Shares, effect any transactions (including issuing or entering
into any option or other derivative transactions relating to the Offer Shares), whether in the open market
or otherwise, with a view to stabilising or maintaining the market price of any of the Offer Shares at
levels other than those which might otherwise prevail in the open market; and

(b) the Syndicate Members must comply with all applicable laws and regulations, including the market
misconduct provisions of the SFO, including the provisions prohibiting insider dealing, false trading,
price rigging and stock market manipulation.
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THE GLOBAL OFFERING

This prospectus is published in connection with the Hong Kong Public Offering as part of the Global Offering.
The Global Offering comprises:

1) the Hong Kong Public Offering of 75,000,000 Offer Shares (subject to reallocation) in Hong Kong as
described in the section headed “The Hong Kong Public Offering” below; and

(i)  the International Offering of an aggregate of initially 675,000,000 Shares (subject to reallocation and the
Over-allotment Option), (a) in the United States to QIBs in reliance on Rule 144 A or another available
exemption; and (b) outside the United States in reliance on Regulation S (including to professional and
institutional investors in Hong Kong).

Investors may apply for Offer Shares under the Hong Kong Public Offering or apply for or indicate an interest, if
qualified to do so, for International Offering Shares under the International Offering, but may not do both. The
Hong Kong Public Offering is open to members of the public in Hong Kong as well as to institutional and
professional investors in Hong Kong. The International Offering will involve selective marketing of the
International Offering Shares to institutional and professional investors and other investors expected to have a
sizable demand for the International Offering Shares in Hong Kong and other jurisdictions outside the United
States in accordance with Regulation S or in the United States to QIBs in reliance on Rule 144A or another
available exemption. The International Underwriters are soliciting from prospective investors indications of
interest in acquiring the International Offering Shares. Prospective investors will be required to specify the
number of International Offering Shares under the International Offering they would be prepared to acquire
either at different prices or at a particular price.

The number of Offer Shares to be offered under the Hong Kong Public Offering and the International Offering
may be subject to reallocation as described in the paragraph headed “— The Hong Kong Public Offering —
Reallocation” in this section, and in the case of the International Offering only, the Over-allotment Option as
described in the paragraph headed “— The International Offering — Over-allotment Option” in this section.

THE HONG KONG PUBLIC OFFERING
Number of Offer Shares initially offered

Our Company is initially offering 75,000,000 Offer Shares for subscription by the public in Hong Kong at the
Offer Price, representing 10% of the total number of Offer Shares initially available under the Global Offering.
Subject to the reallocation of Shares between (i) the International Offering; and (ii) the Hong Kong Public
Offering, the Hong Kong Public Offer Shares will represent approximately 2.5% of our Company’s enlarged
issued share capital immediately after completion of the Global Offering.

The Hong Kong Public Offering is open to members of the public in Hong Kong as well as to institutional and
professional investors. Professional investors generally include brokers, dealers, companies (including fund
managers) whose ordinary business involves dealing in shares and other securities and corporate entities which
regularly invest in shares and other securities.

Completion of the Hong Kong Public Offering is subject to the conditions as set out in the paragraph headed
“— Hong Kong Underwriting Agreement — Conditions of the Hong Kong Public Offering” in this section.

Allocation

Allocation of Offer Shares to investors under the Hong Kong Public Offering will be based solely on the level of
valid applications received under the Hong Kong Public Offering. The basis of allocation may vary, depending
on the number of Hong Kong Public Offer Shares validly applied for by applicants. Such allocation could, where
appropriate, consist of balloting, which would mean that some applicants may receive a higher allocation than
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others who have applied for the same number of Hong Kong Public Offer Shares, and those applicants who are
not successful in the ballot may not receive any Hong Kong Public Offer Shares.

The total number of Offer Shares initially available under the Hong Kong Public Offering (after taking account
of any reallocation referred to below) is to be divided into two pools for allocation purposes:

. Pool A: The Offer Shares in pool A will be allocated on an equitable basis to applicants who have applied
for Offer Shares with an aggregate price of HK$5 million (excluding the brokerage, SFC transaction levy
and Stock Exchange trading fee payable) or less.

. Pool B: The Offer Shares in pool B will be allocated on an equitable basis to applicants who have applied
for Offer Shares with an aggregate price of more than HK$5 million (excluding the brokerage, SFC
transaction levy and Stock Exchange trading fee payable) and up to the total value in pool B.

Investors should be aware that applications in pool A and applications in pool B may receive different allocation
ratios. If Offer Shares in one (but not both) of the pools are undersubscribed, the surplus Offer Shares will be
transferred to the other pool to satisfy demand in this other pool and be allocated accordingly. For the purpose of
this paragraph only, the “price” for Offer Shares means the price payable on application therefore (without regard
to the Offer Price as finally determined). Applicants can only receive an allocation of Offer Shares from either
pool A or pool B but not from both pools. Multiple or suspected multiple applications and any application for
more than 37,500,000 Offer Shares being 50% of the 75,000,000 Offer Shares initially available under the Hong
Kong Public Offering are liable to be rejected.

Reallocation

Paragraph 4.2 of Practice Note 18 of the Listing Rules requires a clawback mechanism to be put in place which
would have the effect of increasing the number of Offer Shares under the Hong Kong Public Offering to a certain
percentage of the total number of Offer Shares offered under the Global Offering if certain prescribed total
demand levels are reached as further described below:

. If the number of Offer Shares validly applied for under the Hong Kong Public Offering represents 15 times
or more but less than 50 times the number of Offer Shares initially available for subscription under the
Hong Kong Public Offering, then the Offer Shares will be reallocated to the Hong Kong Public Offering
from the International Offering, so that the total number of Offer Shares available under the Hong Kong
Public Offering will be 225,000,000 Offer Shares, representing 30% of the Offer Shares initially available
under the Global Offering.

. If the number of Offer Shares validly applied for under the Hong Kong Public Offering represents 50 times
or more but less than 100 times the number of Offer Shares initially available for subscription under the
Hong Kong Public Offering, then the Offer Shares will be reallocated to the Hong Kong Public Offering
from the International Offering, so that the total number of Offer Shares available under the Hong Kong
Public Offering will be 300,000,000 Offer Shares, representing 40% of the Offer Shares initially available
under the Global Offering.

. If the number of Offer Shares validly applied for under the Hong Kong Public Offering represents
100 times or more the number of Offer Shares initially available for subscription under the Hong Kong
Public Offering, then the Offer Shares will be reallocated to the Hong Kong Public Offering from the
International Offering, so that the total number of Offer Shares available under the Hong Kong Public
Offering will be 375,000,000 Offer Shares, representing 50% of the Offer Shares initially available under
the Global Offering.

In addition, the Joint Global Coordinators may allocate Offer Shares from the International Offering to the
Hong Kong Public Offering to satisfy valid applications under the Hong Kong Public Offering.
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The Offer Shares to be offered in the Hong Kong Public Offering and the International Offering may, in certain
circumstances, be reallocated as between these offerings at the discretion of the Joint Global Coordinators. If
either the Hong Kong Public Offering or the International Offering is not fully subscribed, the Joint Global
Coordinators have the authority to reallocate any or all unsubscribed Offer Shares from such offering to the
other, in such proportions as the Joint Global Coordinators deem appropriate.

Applications

Each applicant under the Hong Kong Public Offering will be required to give an undertaking and confirmation in
the application submitted by him that he and any person(s) for whose benefit he is making the application have
not applied for or taken up, or indicated an interest for, and will not apply for or take up, or indicate an interest
for, any Offer Shares under the International Offering, and such applicant’s application is liable to be rejected if
the said undertaking and/or confirmation is breached and/or untrue (as the case may be) or if he has been or will
be placed or allocated Offer Shares under the International Offering.

Our Company, our Directors and the Hong Kong Public Offer Underwriters will take reasonable steps to identify
and reject applications under the Hong Kong Public Offering from investors who have received Shares in the
International Offering and to identify and reject indications of interest in the International Offering from
investors who have received Shares in the Hong Kong Public Offering.

The listing of the Offer Shares on the Stock Exchange is sponsored by the Sole Sponsor. Applicants under the
Hong Kong Public Offering are required to pay, on application, the maximum price of HK$2.54 per Offer Share
in addition to any brokerage, SFC transaction levy and Stock Exchange trading fee payable on each Offer Share.
If the Offer Price, as finally determined in the manner described in the paragraph headed “— Pricing of the
Global Offering” in this section, is less than the maximum price of HK$2.54 per Offer Share, appropriate refund
payments (including the brokerage, SFC transaction levy and Stock Exchange trading fee attributable to the
surplus application monies) will be made to successful applicants, without interest. Further details are set out in
the section headed “How to Apply for Hong Kong Public Offer Shares” in this prospectus.

References in this prospectus to applications, Application Forms, application monies or the procedure for
application relate solely to the Hong Kong Public Offering.

THE INTERNATIONAL OFFERING
Number of Offer Shares offered

Subject to reallocation as described above, the International Offering will consist of 675,000,000 Offer Shares,
assuming the Over-allotment Option is not exercised, representing 90% of the total number of Shares initially
available under the Global Offering.

Allocation

The International Offering will include selective marketing of Offer Shares to institutional and professional
investors and other investors anticipated to have a sizeable demand for such Offer Shares. Professional investors
generally include brokers, dealers, companies (including fund managers) whose ordinary business involves
dealing in shares and other securities and corporate entities which regularly invest in shares and other securities.
Allocation of Offer Shares pursuant to the International Offering will be effected in accordance with the “book-
building” process described in the paragraph headed “— Pricing of the Global Offering” in this section and based
on a number of factors, including the level and timing of demand, the total size of the relevant investor’s invested
assets or equity assets in the relevant sector and whether or not it is expected that the relevant investor is likely to
buy further Offer Shares, and/or hold or sell its Offer Shares, after the listing of the Offer Shares on the Stock
Exchange. Such allocation is intended to result in a distribution of the Offer Shares on a basis which would lead
to the establishment of a solid professional and institutional shareholder base to the benefit of our Company and
our Shareholders as a whole.
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The Joint Global Coordinators (for themselves and on behalf of the Underwriters) may require any investor who
has been offered Offer Shares under the International Offering, and who has made an application under the Hong
Kong Public Offering to provide sufficient information to the Joint Global Coordinators so as to allow them to
identify the relevant application under the Hong Kong Public Offering and to ensure that it is excluded from any
application of Offer Shares under the Hong Kong Public Offering.

Reallocation

The total number of Offer Shares to be issued or sold pursuant to the International Offering may change as a
result of the clawback arrangement described in the paragraph headed “— The Hong Kong Public Offering —
Reallocation” in this section, the exercise of the Over-allotment Option in whole or in part described in the
paragraph headed “— The International Offering — Over-allotment Option™ in this section, and any reallocation
of unsubscribed Offer Shares originally included in the Hong Kong Public Offering and/or any Offer Shares from
the International Offering to the Hong Kong Public Offering at the discretion of the Joint Global Coordinators.

Over-allotment Option

It is expected that the Over-allotment Option Grantor will grant the Over-allotment Option to the International
Underwriters, exercisable by the Stabilisation Manager on behalf of the International Underwriters and in
consultation with the Joint Global Coordinators at any time within 30 days from the last date for lodging
applications under the Hong Kong Public Offering. Under the Over-allotment Option, the Stabilisation Manager
or its agent will have the right to require the Over-allotment Option Grantor to sell up to an aggregate of
112,500,000 additional existing Shares, representing 15% of the Offer Shares initially available under the Global
Offering to, among other things, cover over-allocations in the International Offering, if any. If the Over-allotment
Option is exercised in full, the additional Offer Shares will represent approximately 3.75% of our enlarged issued
share capital following the completion of the Global Offering (assuming that the options granted under the Pre-
IPO Share Option Scheme are not exercised and that no Shares are granted under the Share Award Scheme).
These Offer Shares will be issued at the Offer Price. An announcement will be made if the Over-allotment
Option is exercised.

Stock Borrowing Arrangement

To facilitate the settlement of over-allocations in connection with the Global Offering, the Stabilisation Manager
may choose to borrow, whether on its own or through its affiliates, up to 112,500,000 Offer Shares, representing
15% of the Offer Shares (being the maximum number of Offer Shares which may be sold upon exercise of the
Over-allotment Option), from the Over-allotment Option Grantor to cover over-allocations through the stock
borrowing arrangement under the Stock Borrowing Agreement, or acquire Shares from other sources, including
by exercising the Over-allotment Option.

If the Stock Borrowing Agreement is entered into, it will only be effected by the Stabilisation Manager or its
agent for settlement of over-allocations in the International Offering, and the stock borrowing arrangement is not
subject to the restrictions of Rule 10.07(1)(a) of the Listing Rules provided that the requirements set out in Rule
10.07(3) of the Listing Rules are complied with. The same number of Offer Shares so borrowed must be returned
to the Over-allotment Option Grantor or its nominees on or before the third business day following the earlier of
(a) the last day on which the Over-allotment Option may be exercised or (b) the day on which the Over-allotment
Option is exercised in full and the relevant Offer Shares subject to the Over-allotment Option have been sold.
The stock borrowing arrangement will be effected in compliance with all applicable laws, rules, and regulatory
requirements. No payment will be made to the Over-allotment Option Grantor by the Stabilisation Manager or its
agent in relation to such stock borrowing arrangement.
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PRICING OF THE GLOBAL OFFERING
Determining the Offer Price

The International Underwriters will be soliciting from prospective investors indications of interest in acquiring
Offer Shares in the International Offering. Prospective professional and institutional investors will be required to
specify the number of Offer Shares under the International Offering they would be prepared to acquire either at
different prices or at a particular price. This process, known as “book-building”, is expected to continue up to,
and to cease on or around, the last day for lodging applications under the Hong Kong Public Offering.

Pricing for the Offer Shares for the purpose of the various offerings under the Global Offering will be fixed on
the Price Determination Date, which is expected to be on or around Tuesday, 21 February 2017 and in any event
no later than Monday, 27 February 2017, by agreement between the Joint Global Coordinators (for themselves
and on behalf of the Underwriters) and our Company (for itself and on behalf of the Over-allotment Option
Grantor) and the number of Offer Shares to be allocated under various offerings will be determined shortly
thereafter.

Offer Price range

The Offer Price will not be more than HK$2.54 per Offer Share and is expected to be not less than HK$1.98 per
Offer Share unless otherwise announced, as further explained below, not later than the morning of the last day for
lodging applications under the Hong Kong Public Offering. Prospective investors should be aware that the Offer
Price to be determined on the Price Determination Date may be, but is not expected to be, lower than the
indicative Offer Price range stated in this prospectus.

Reduction in indicative Offer Price range and/or number of Offer Shares

The Joint Global Coordinators (for themselves and on behalf of the Underwriters) may, where considered
appropriate, based on the level of interest expressed by prospective professional and institutional investors during
the book-building process, and with the consent of our Company, reduce the number of Offer Shares offered in
the Global Offering and/or the indicative Offer Price range below that stated in this prospectus at any time on or
prior to the morning of the last day for lodging applications under the Hong Kong Public Offering. In such a
case, our Company will, as soon as practicable following the decision to make such reduction, and in any event
not later than the morning of the day which is the last day for lodging applications under the Hong Kong Public
Offering, cause there to be published in the South China Morning Post (in English) and the Hong Kong
Economic Times (in Chinese) and to be posted on the website of the Stock Exchange (www.hkexnews.hk) and
on the website of our Company (www.yuhuachina.com) notices of the reduction. Upon issue of such a notice,
the number of Offer Shares offered in the Global Offering and/or the revised Offer Price range will be final and
conclusive and the Offer Price, if agreed upon by the Joint Global Coordinators (for themselves and on behalf of
the Underwriters) and our Company (for itself and on behalf of the Over-allotment Option Grantor), will be fixed
within such revised Offer Price range.

Applicants should have regard to the possibility that any announcement of a reduction in the number of Offer
Shares being offered under the Global Offering and/or the indicative Offer Price range may not be made until the
day which is the last day for lodging applications under the Hong Kong Public Offering. Such notice will also
include confirmation or revision, as appropriate, of the Global Offering statistics as currently set out in this
prospectus, and any other financial information which may change as a result of such reduction. In the absence of
any such notice so published, the Offer Price, if agreed upon with our Company (for itself and on behalf of the
Over-allotment Option Grantor) and the Joint Global Coordinators (for themselves and on behalf of the
Underwriters), will under no circumstances be set outside the Offer Price range as stated in this prospectus.

In the event of a reduction in the number of Offer Shares being offered under the Global Offering, the Joint
Global Coordinators may, at its discretion, reallocate the number of Offer Shares to be offered under the
Hong Kong Public Offering and the International Offering, provided that the number of Shares comprised in the
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Hong Kong Public Offering shall not be less than 10% of the total number of Offer Shares in the Global
Offering. The Offer Shares to be offered in the International Offering and the Offer Shares to be offered in the
Hong Kong Public Offering may, in certain circumstances, be reallocated as between these offerings at the
discretion of the Joint Global Coordinators. The net proceeds of the Global Offering accruing to our Company
(after deduction of underwriting commissions including discretionary incentive fee, brokerage, SFC transaction
levy, Stock Exchange trading fees and other expenses paid and payable by our Company in relation to the Global
Offering) are estimated to be approximately HK$1,405.4 million, assuming an Offer Price per Share of HK$1.98,
or approximately HK$1,811.5 million, assuming an Offer Price per Share of HK$2.54.

Announcement of Offer Price and basis of allocations

The final Offer Price, the indications of interest in the Global Offering, the results of applications and the basis of
allotment of Offer Shares available under the Hong Kong Public Offering, are expected to be announced on
Monday, 27 February 2017 in the South China Morning Post (in English) and the Hong Kong Economic Times
(in Chinese) and to be posted on the website of the Stock Exchange (www.hkexnews.hk) and on the website of
our Company (www.yuhuachina.com).

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 and is conditional upon the International Underwriting Agreement being
signed and becoming unconditional.

Our Company expects to enter into the International Underwriting Agreement relating to the International
Offering on or around the Price Determination Date. These underwriting arrangements, and the respective
Underwriting Agreements, are summarised in the section headed “Underwriting” in this prospectus.

Conditions of the Hong Kong Public Offering
Acceptance of all applications for Offer Shares will be conditional on:

@) the Listing Committee of the Stock Exchange granting listing of, and permission to deal in, the Offer
Shares being offered pursuant to the Global Offering (including the additional Offer Shares which may be
sold pursuant to the exercise of the Over-allotment Option);

(i) the Offer Price having been fixed on or around the Price Determination Date;

(iii)  the execution and delivery of the International Underwriting Agreement on or around the Price
Determination Date; and

(iv)  the obligations of the Underwriters under each of the respective Underwriting Agreements becoming and
remaining unconditional and not having been terminated in accordance with the terms of the respective
agreements, in each case on or before the dates and times specified in the Hong Kong Underwriting
Agreement or the International Underwriting Agreement (unless and to the extent such conditions are
validly waived on or before such dates and times).

If, for any reason, the Offer Price is not agreed between our Company (for itself and on behalf of the Over-
allotment Option Grantor) and the Joint Global Coordinators (for themselves and on behalf of the
Underwriters), on or around 5:00 p.m. on Monday, 27 February 2017, the Global Offering will not
proceed and will lapse.

The consummation of each of the Hong Kong Public Offering and the International Offering is conditional upon,
among other things, the other offering becoming unconditional and not having been terminated in accordance
with its terms.

If the above conditions are not fulfilled or waived prior to the times and dates specified, the Global Offering will
lapse and the Stock Exchange will be notified immediately. Notice of the lapse of the Hong Kong Public
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Offering will be published by our Company in the South China Morning Post (in English) and the Hong Kong
Economic Times (in Chinese) on the next day following such lapse. In such eventuality, all application monies
will be returned, without interest, on the terms set out in the section headed “How to Apply for Hong Kong
Public Offer Shares” in this prospectus. In the meantime, all application monies will be held in (a) separate bank
account(s) with the receiving banker or other licensed bank(s) in Hong Kong licensed under the Banking
Ordinance (Chapter 155 of the Laws of Hong Kong) (as amended).

Share certificates for the Offer Shares are expected to be issued on Monday, 27 February 2017 but will
only become valid certificates of title at 8:00 a.m. on Tuesday, 28 February 2017 provided that (i) the
Global Offering has become unconditional in all respects and (ii) neither of the Underwriting Agreements
has been terminated in accordance with its terms.

STABILISATION

Stabilisation is a practice used by underwriters in some markets to facilitate the distribution of securities. To
stabilise, the underwriters may bid for, or purchase, the securities in the secondary market, during a specified
period of time, to retard and, if possible, prevent, any decline in the market price of the securities below the offer
price. In Hong Kong and certain other jurisdictions, the price at which stabilisation is effected is not permitted to
exceed the offer price.

In connection with the Global Offering, CLSA Limited, as Stabilisation Manager, its affiliates or any person
acting for it, on behalf of the Underwriters, may over-allocate Shares or effect short sales or any other stabilising
transactions with a view to stabilising or maintaining the market price of our Shares at a level higher than that
which might otherwise prevail in the open market. Short sales involve the sale by the Stabilisation Manager of a
greater number of Shares than the Underwriters are required to purchase in the Global Offering. “Covered” short
sales are sales made in an amount not greater than the Over-allotment Option.

The Stabilisation Manager may close out any covered short position by either exercising the Over-allotment
Option to purchase additional Shares or purchasing Shares in the open market. In determining the source of the
Shares to close out the covered short position, the Stabilisation Manager will consider, among other things, the
price of Shares in the open market as compared to the price at which they may purchase additional Shares
pursuant to the Over-allotment Option. Stabilising transactions consist of certain bids or purchases made for the
purpose of preventing or retarding a decline in the market price of the Shares while the Global Offering is in
progress. Any market purchases of our Shares may be effected on any stock exchange, including the Stock
Exchange, any over-the-counter market or otherwise, provided that they are made in compliance with all
applicable laws and regulatory requirements. However, there is no obligation on the Stabilisation Manager, its
affiliates or any person acting for it to conduct any such stabilising activity, which, if commenced, will be done at
the absolute discretion of the Stabilisation Manager and may be discontinued at any time. Any such stabilising
activity is required to be brought to an end within 30 days of the last day for lodging applications under the Hong
Kong Public Offering. The number of our Shares that may be over-allocated will not exceed the number of our
Shares that may be sold under the Over-allotment Option, namely, 112,500,000 Shares, which is 15% of the
number of Offer Shares initially available under the Global Offering, in the event that the whole or part of the
Over-allotment Option is exercised.

The Stabilisation Manager, its affiliates or any person acting for it may take all or any of the following stabilising
actions in Hong Kong during the Stabilisation period:

1) purchase, or agree to purchase, any of the Shares or offer or attempt to do so for the sole purpose of
preventing or minimising any reduction in the market price of the Shares;

(i1) in connection with any action described in paragraph (i) above:

(A) (1) over-allocate the Shares; or
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(2) sell or agree to sell the Shares so as to establish a short position in them, for the sole purpose of
preventing or minimising any reduction in the market price of the Shares;

(B) exercise the Over-allotment Option and purchase or subscribe for or agree to purchase or subscribe
for the Shares in order to close out any position established under paragraph (A) above;

(C) sell or agree to sell any of the Shares acquired by it in the course of the stabilising action referred to
in paragraph (i) above in order to liquidate any position that has been established by such action; or

(D) offer or attempt to do anything as described in paragraph (ii)(A)(2), (ii)(B), or (ii)(C) above.

The Stabilisation Manager, its affiliates or any person acting for it, may, in connection with the stabilising action,
maintain a long position in the Shares, and there is no certainty as to the extent to which and the time period for
which it will maintain such a position. Investors should be warned of the possible impact of any liquidation of the
long position by the Stabilisation Manager, its affiliates or any person acting for them, which may include a
decline in the market price of the Shares.

Stabilisation cannot be used to support the price of the Shares for longer than the Stabilisation period, which
begins on the Listing Date and ends on the 30th day after the last day for lodging applications under the Hong
Kong Public Offering. The stabilising period is expected to end on 23 March 2017, after which an announcement
will be made pursuant to the Securities and Futures (Price Stabilising) Rules (Cap. 571W of the Laws of Hong
Kong) made under the SFO. After this date, no further stabilising action may be taken, and demand for the
Shares, and therefore the market price, could fall.

Any stabilising action taken by the Stabilisation Manager, its affiliates or any person acting for it, may not
necessarily result in the market price of our Shares staying at or above the Offer Price either during or after the
stabilising period. Stabilising bids for or market purchases of our Shares by the Stabilisation Manager, or any
person acting for it, may be made at a price at or below the Offer Price and therefore at or below the price paid
for our Shares by purchasers.

SHARES WILL BE ELIGIBLE FOR CCASS

All necessary arrangements have been made enabling the Shares to be admitted into CCASS. If the Stock
Exchange grants the listing of, and permission to deal in, our Shares and our Company complies with the stock
admission requirements of HKSCC, our Shares will be accepted as eligible securities by HKSCC for deposit,
clearance and settlement in CCASS with effect from the date of commencement of dealings in the Shares on the
Stock Exchange or any other date HKSCC chooses. 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.

DEALING ARRANGEMENTS

Assuming that the Hong Kong Public Offering becomes unconditional at or before 8:00 a.m. in Hong Kong on
Tuesday, 28 February 2017, it is expected that dealings in our Shares on the Stock Exchange will commence at
9:00 a.m. on Tuesday, 28 February 2017. Our Shares will be traded in board lots of 2,000 Shares each. The stock
code of the Shares is 6169.
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1. HOW TO APPLY

If you apply for Hong Kong Public Offer Shares, then you may not apply for or indicate an interest for
International Offering Shares.

To apply for Hong Kong Public Offer Shares, you may:
. use a WHITE or YELLOW Application Form;

. apply online via the White Form eIPO Service Provider at www.eipo.com.hk; or

. electronically cause HKSCC Nominees to apply on your behalf.

None of you or your joint applicant(s) may make more than one application, except where you are a nominee and
provide the required information in your application.

Our Company, the Joint Global Coordinators, the White Form eIPO Service Provider and their respective
agents may reject or accept any application in full or in part for any reason at their discretion.

2. WHO CAN APPLY

You can apply for Hong Kong Public Offer Shares on a WHITE or YELLOW Application Form if you or the
person(s) for whose benefit you are applying:

. are 18 years of age or older;

. have a Hong Kong address;

. are outside the U.S. and not a U.S. person (within the meaning of Regulation S); and
. are not a legal or natural person of the PRC.

If you apply online through the White Form eIPO service, in addition to the above, you must also:

. have a valid Hong Kong identity card number; and

. provide a valid e-mail address and a contact telephone number.

If you are a firm, the application must be in the individual members’ names. If you are a body corporate, the

Application Form must be signed by a duly authorised officer, who must state his or her representative capacity,
and stamped with your corporation’s chop.

If an application is made by a person under a power of attorney, our Company and the Joint Global Coordinators
may accept it at their discretion and on any conditions they think fit, including evidence of the attorney’s

authority.

The number of joint applicants may not exceed four and they may not apply by means of White Form eIPO
service for the Hong Kong Public Offer Shares.

Unless permitted by the Listing Rules, you cannot apply for any Hong Kong Public Offer Shares if you are:

. an existing beneficial owner of Shares in our Company and/or any of its subsidiaries;
. a Director or chief executive officer of our Company and/or any of its subsidiaries;
. a core connected person (as defined in the Listing Rules) of our Company or will become a core connected

person of our Company immediately upon completion of the Global Offering;

. a close associate (as defined in the Listing Rules) of any of the above; or
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. have been allocated or have applied for any International Offering Shares or otherwise participate in the
International Offering.

The Company, the Joint Global Coordinators and the designated White Form eIPO Service Provider (where
applicable) or their respective agents have full discretion to reject or accept any application, in full or in part,
without giving any reason.

3. APPLYING FOR HONG KONG PUBLIC OFFER SHARES
Which Application Channel to Use

For Hong Kong Public Offer Shares to be issued in your own name, use a WHITE Application Form or apply
online through www.eipo.com.hk.

For Hong Kong Public Offer Shares to be issued in the name of HKSCC Nominees and deposited directly into
CCASS to be credited to your or a designated CCASS Participant’s stock account, use a YELLOW Application
Form or electronically instruct HKSCC via CCASS to cause HKSCC Nominees to apply for you.

Where to Collect the Application Forms

You can collect a WHITE Application Form and a prospectus during normal business hours between 9:00 a.m.
on Thursday, 16 February 2017 until 12:00 noon, Tuesday, 21 February 2017 from:

@) the following office of the Hong Kong Underwriters:

Hong Kong Underwriters Address

CLSA Limited 18/F, One Pacific Place
88 Queensway
Hong Kong

Merrill Lynch Far East Limited 55/F Cheung Kong Center
2 Queen’s Road Central
Central
Hong Kong

CCB International Capital Limited 12/F CCB Tower
3 Connaught Road Central
Central
Hong Kong

First Capital Securities Limited Unit 4512, 45/F, The Center
99 Queen’s Road Central
Central
Hong Kong

Orient Securities (Hong Kong) Limited 28th and 29th Floor
100 Queen’s Road Central
Hong Kong
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(i) any of the following branches and sub-branches of the receiving bank(s):

Standard Chartered Bank (Hong Kong) Limited

District Branch Name

Address

Hong Kong Island Des Voeux Road Branch

Hennessy Road Branch

Kowloon Kwun Tong Branch
Mei Foo Stage I Branch
New Territories Maritime Square Branch
Shatin Plaza Branch
Tseung Kwan O Branch

You can collect a YELLOW Application Form and a prospectus during normal business hours from 9:00 a.m.,
Thursday, 16 February 2017 until 12:00 noon, Tuesday, 21 February 2017 from the Depository Counter of
HKSCC at 1/F, One & Two Exchange Square, 8 Connaught Place, Central, Hong Kong or from your

stockbroker.

Time for Lodging Application Forms

Your completed WHITE or YELLOW Application Form, together with a cheque or a banker’s cashier order
attached and marked payable to “HORSFORD NOMINEES LIMITED—YUHUA EDUCATION PUBLIC
OFFER” for the payment, should be deposited in the special collection boxes provided at any of the branches of

the receiving banks listed above, at the following times:
Thursday, 16 February 2017 — 9:00 a.m. to 5:00 p.m.
Friday, 17 February 2017 — 9:00 a.m. to 5:00 p.m.
Saturday, 18 February 2017 —9:00 a.m. to 1:00 p.m.
Monday, 20 February 2017 — 9:00 a.m. to 5:00 p.m.
Tuesday, 21 February 2017 — 9:00 a.m. to 12:00 noon

The application lists will be open from 11:45 a.m. to 12:00 noon on Tuesday, 21 February 2017, the last
application day or such later time as described in the paragraph headed “— 10. Effect of Bad Weather on the

Opening of the Application Lists” in this section.

4. TERMS AND CONDITIONS OF AN APPLICATION

Follow the detailed instructions in the Application Form carefully; otherwise, your application may be rejected.

By submitting an Application Form or applying through the White Form eIPO service, among other things, you:

1) undertake to execute all relevant documents and instruct and authorise our Company and/ or the Joint
Global Coordinators (or their agents or nominees), as agent of our Company, to execute any documents
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(ii)

(iii)

(iv)

(v)
(vi)

(vii)

(viii)

(ix)

)

(xi)
(xii)

(xiii)

(xiv)

(xv)

for you and to do on your behalf all things necessary to register any Hong Kong Public Offer Shares
allocated to you in your name or in the name of HKSCC Nominees as required by the Articles of
Association;

agree to comply with the Companies Ordinance, the Companies (Winding Up and Miscellaneous
Provisions) Ordinance and the Articles of Association;

confirm that you have read the terms and conditions and application procedures set out in this prospectus
and in the Application Form and agree to be bound by them;

confirm that you have received and read this prospectus and have only relied on the information and
representations contained in this prospectus in making your application and will not rely on any other
information or representations except those in any supplement to this prospectus;

confirm that you are aware of the restrictions on the Global Offering in this prospectus;

agree that none of our Company, the Sole Sponsor, the Joint Global Coordinators, the Joint Bookrunners,
the Joint Lead Managers, the Underwriters, their respective directors, officers, employees, partners,
agents, advisers and any other parties involved in the Global Offering is or will be liable for any
information and representations not in this prospectus (and any supplement to it);

undertake and confirm that you or the person(s) for whose benefit you have made the application have not
applied for or taken up, or indicated an interest for, and will not apply for or take up, or indicate an
interest for, any Offer Shares under the International Offering nor participated in the International
Offering;

agree to disclose to our Company, our Hong Kong Share Registrar, receiving bank(s), the Sole Sponsor,
the Joint Global Coordinators, the Joint Bookrunners, the Joint Lead Managers, the Underwriters and/or
their respective advisers and agents any personal data which they may require about you and the person(s)
for whose benefit you have made the application;

if the laws of any place outside Hong Kong apply to your application, agree and warrant that you have
complied with all such laws and none of our Company, the Sole Sponsor, the Joint Global Coordinators,
the Joint Bookrunners, the Joint Lead Managers, and the Underwriters nor any of their respective officers
or advisers will breach any law outside Hong Kong as a result of the acceptance of your offer to purchase,
or any action arising from your rights and obligations under the terms and conditions contained in this
prospectus and the Application Form;

agree that once your application has been accepted, you may not rescind it because of an innocent
misrepresentation;

agree that your application will be governed by the laws of Hong Kong;

represent, warrant and undertake that (i) you understand that the Hong Kong Public Offer Shares have not
been and will not be registered under the U.S. Securities Act; and (ii) you and any person for whose
benefit you are applying for the Hong Kong Public Offer Shares are outside the U.S. (as defined in
Regulation S) or are a person described in paragraph (h)(3) of Rule 902 of Regulation S;

warrant that the information you have provided is true and accurate;

agree to accept the Hong Kong Public Offer Shares applied for, or any lesser number allocated to you
under the application;

authorise our Company to place your name(s) or the name of the HKSCC Nominees, on our Company’s
register of members as the holder(s) of any Hong Kong Public Offer Shares allocated to you, and our
Company and/or its agents to send any share certificate(s) and/or any e-Refund payment instructions and/
or any refund cheque(s) to you or the first-named applicant for joint application by ordinary post at your
own risk to the address stated on the application, unless you have fulfilled the criteria mentioned in the
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paragraph headed “— 14. Dispatch/Collection of Share Certificates and Refund Monies — Personal
Collection” in this section to collect the share certificate(s) and/or refund cheque(s) in person;

(xvi) declare and represent that this is the only application made and the only application intended by you to be
made to benefit you or the person for whose benefit you are applying;

(xvii) understand that our Company and the Joint Global Coordinators will rely on your declarations and
representations in deciding whether or not to make any allotment of any of the Hong Kong Public Offer
Shares to you and that you may be prosecuted for making a false declaration;

(xviii) (if the application is made for your own benefit) warrant that no other application has been or will be
made for your benefit on a WHITE or YELLOW Application Form or by giving electronic application
instructions to HKSCC or to the White Form eIPO Service Provider by you or by any one as your agent
or by any other person; and

(xix) (if you are making the application as an agent for the benefit of another person) warrant that (i) no other
application has been or will be made by you as agent for or for the benefit of that person or by that person
or by any other person as agent for that person on a WHITE or YELLOW Application Form or by
giving electronic application instructions to HKSCC; and (ii) you have due authority to sign the
Application Form or give electronic application instructions on behalf of that other person as their agent.

Additional Instructions for YELLOW Application Form
You may refer to the YELLOW Application Form for details.

5. APPLYING THROUGH THE WHITE FORM eIPO SERVICE
General

Individuals who meet the criteria in the paragraph headed “— 2. Who Can Apply” in this section, may apply
through the White Form eIPO service for the Offer Shares to be allotted and registered in their own names
through the designated website at www.eipo.com.hk.

Detailed instructions for application through the White Form eIPO service are on the designated website. If you
do not follow the instructions, your application may be rejected and may not be submitted to our Company. If
you apply through the designated website, you authorise the White Form eIPO Service Provider to apply on the
terms and conditions in this prospectus, as supplemented and amended by the terms and conditions of the White
Form eIPO service.

Time for Submitting Applications under the White Form eIPO

You may submit your application to the White Form eIPO Service Provider at www.eipo.com.hk (24 hours
daily, except on the last application day) from 9:00 a.m., Thursday, 16 February 2017 until 11:30 a.m., Tuesday,
21 February 2017 and the latest time for completing full payment of application monies in respect of such
applications will be 12:00 noon, Tuesday, 21 February 2017 or such later time under the paragraph headed “—
10. Effect of Bad Weather on the Opening of the Application Lists” in this section.

No Multiple Applications

If you apply by means of White Form eIPO, once you complete payment in respect of any electronic
application instruction given by you or for your benefit through the White Form eIPO service to make an
application for Hong Kong Public Offer Shares, an actual application shall be deemed to have been made. For the
avoidance of doubt, giving an electronic application instruction under White Form eIPO more than once and
obtaining different application reference numbers without effecting full payment in respect of a particular
reference number will not constitute an actual application.
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If you are suspected of submitting more than one application through the White Form eIPO service or by any
other means, all of your applications are liable to be rejected.

Section 40 of the Companies (Winding Up and Miscellaneous Provisions) Ordinance

For the avoidance of doubt, our Company and all other parties involved in the preparation of this prospectus
acknowledge that each applicant who gives or causes to give electronic application instructions is a person
who may be entitled to compensation under Section 40 of the Companies (Winding Up and Miscellaneous
Provisions) Ordinance (as applied by Section 342E of the Companies (Winding Up and Miscellaneous
Provisions) Ordinance).

Environmental Protection

The obvious advantage of White Form eIPO is to save the use of papers via the self- serviced and electronic
application process. Computershare Hong Kong Investor Services Limited, being the designated White Form
eIPO Service Provider, will contribute HK$2.0 for each “CHINA YUHUA EDUCATION CORPORATION
LIMITED” White Form eIPO application submitted via the website www.eipo.com.hk to support the funding of
“Source of Dongjiang — Hong Kong Forest” project initiated by Friends of the Earth (HK).

6. APPLYING BY GIVING ELECTRONIC APPLICATION INSTRUCTIONS TO HKSCC VIA CCASS
General

CCASS Participants may give electronic application instructions to apply for the Hong Kong Public Offer
Shares and to arrange payment of the money due on application and payment of refunds under their participant
agreements with HKSCC and the General Rules of CCASS and the CCASS Operational Procedures.

If you are a CCASS Investor Participant, you may give these electronic application instructions through the
CCASS Phone System by calling +852 2979 7888 or through the CCASS Internet System (https://ip.ccass.com)
(using the procedures in HKSCC’s “An Operating Guide for Investor Participants” in effect from time to time).

HKSCC can also input electronic application instructions for you if you go to:

Hong Kong Securities Clearing Company Limited
Customer Service Center
1/F, One & Two Exchange Square
8 Connaught Place
Central
Hong Kong

and complete an input request form.

You can also collect a prospectus from this address.

If you are not a CCASS Investor Participant, you may instruct your broker or custodian who is a CCASS
Clearing Participant or a CCASS Custodian Participant to give electronic application instructions via CCASS

terminals to apply for the Hong Kong Public Offer Shares on your behalf.

You will be deemed to have authorised HKSCC and/or HKSCC Nominees to transfer the details of your
application to our Company, the Joint Global Coordinators and our Hong Kong Share Registrar.
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Giving Electronic Application Instructions to HKSCC via CCASS

Where you have given electronic application instructions to apply for the Hong Kong Public Offer Shares and
a WHITE Application Form is signed by HKSCC Nominees on your behalf:

1) HKSCC Nominees will only be acting as a nominee for you and is not liable for any breach of the terms
and conditions of the WHITE Application Form or this prospectus;

(i1) HKSCC Nominees will do the following things on your behalf:

agree that the Hong Kong Public Offer Shares to be allotted shall be issued in the name of HKSCC
Nominees and deposited directly into CCASS for the credit of the CCASS Participant’s stock
account on your behalf or your CCASS Investor Participant’s stock account;

agree to accept the Hong Kong Public Offer Shares applied for or any lesser number allocated;

undertake and confirm that you have not applied for or taken up, will not apply for or take up, or
indicate an interest for, any Offer Shares under the International Offering;

(if the electronic application instructions are given for your benefit) declare that only one set of
electronic application instructions has been given for your benefit;

(if you are an agent for another person) declare that you have only given one set of electronic
application instructions for the other person’s benefit and are duly authorised to give those
instructions as their agent;

confirm that you understand that our Company, the Directors and the Joint Global Coordinators will
rely on your declarations and representations in deciding whether or not to make any allotment of
any of the Hong Kong Public Offer Shares to you and that you may be prosecuted if you make a
false declaration;

authorise our Company to place HKSCC Nominees’ name on our Company’s register of members
as the holder of the Hong Kong Public Offer Shares allocated to you and to send share certificate(s)
and/or refund monies under the arrangements separately agreed between us and HKSCC;

confirm that you have read the term and conditions and application procedures set out in this
prospectus and agree to be bound by them;

confirm that you have received and/or read a copy of this prospectus and have relied only on the
information and representations in this prospectus in causing the application to be made, save as set
out in any supplement to this prospectus;

agree that none of our Company, the Sole Sponsor, the Joint Global Coordinators, the Joint
Bookrunners, the Joint Lead Managers, the Underwriters, their respective directors, officers,
employees, partners, agents, advisers and any other parties involved in the Global Offering, is or
will be liable for any information and representations not contained in this prospectus (and any
supplement to it);

agree to disclose your personal data to our Company, the Hong Kong Share Registrar, receiving
banks, the Joint Global Coordinators, the Joint Bookrunners, the Joint Lead Managers, the
Underwriters and/or their respective advisers and agents;

agree (without prejudice to any other rights which you may have) that once HKSCC Nominees’
application has been accepted, it cannot be rescinded for innocent misrepresentation;

agree that any application made by HKSCC Nominees on your behalf is irrevocable before the fifth
day after the time of the opening of the application lists (excluding for this purpose any day which
is Saturday, Sunday or public holiday in Hong Kong), such agreement to take effect as a collateral
contract with our Company and to become binding when you give the instructions and such
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collateral contract to be in consideration of our Company agreeing that it will not offer any Hong
Kong Public Offer Shares to any person before the fifth day after the time of the opening of the
application lists (excluding for this purpose any day which is Saturday, Sunday or public holiday in
Hong Kong), except by means of one of the procedures referred to in this prospectus. However,
HKSCC Nominees may revoke the application before the fifth day after the time of the opening of
the application lists (excluding for this purpose any day which is a Saturday, Sunday or public
holiday in Hong Kong) if a person responsible for this prospectus under Section 40 of the
Companies (Winding Up and Miscellaneous Provisions) Ordinance gives a public notice under that
section which excludes or limits that person’s responsibility for this prospectus;

. agree that once HKSCC Nominees’ application is accepted, neither that application nor your
electronic application instructions can be revoked, and that acceptance of that application will be
evidenced by our Company’s announcement of the Hong Kong Public Offering results;

. agree to the arrangements, undertakings and warranties under the participant agreement between
you and HKSCC, read with the General Rules of CCASS and the CCASS Operational Procedures,
for the giving electronic application instructions to apply for Hong Kong Public Offer Shares;

. agree with our Company, for itself and for the benefit of each Shareholder (and so that our
Company will be deemed by its acceptance in whole or in part of the application by HKSCC
Nominees to have agreed, for itself and on behalf of each of the Shareholders, with each CCASS
Participant giving electronic application instructions) to observe and comply with the Companies
(Winding Up and Miscellaneous Provisions) Ordinance and the Articles of Association; and

. agree that your application, any acceptance of it and the resulting contract will be governed by the
Laws of Hong Kong.

Effect of Giving Electronic Application Instructions to HKSCC via CCASS

By giving electronic application instructions to HKSCC or instructing your broker or custodian who is a
CCASS Clearing Participant or a CCASS Custodian Participant to give such instructions to HKSCC, you (and, if
you are joint applicants, each of you jointly and severally) are deemed to have done the following things. Neither
HKSCC nor HKSCC Nominees shall be liable to our Company or any other person in respect of the things
mentioned below:

. instructed and authorised HKSCC to cause HKSCC Nominees (acting as nominee for the relevant CCASS
Participants) to apply for the Hong Kong Public Offer Shares on your behalf;

. instructed and authorised HKSCC to arrange payment of the maximum Offer Price, brokerage, SFC
transaction levy and the Stock Exchange trading fee by debiting your designated bank account and, in the
case of a wholly or partially unsuccessful application and/or if the Offer Price is less than the maximum
Offer Price per Offer Share initially paid on application, refund of the application monies(including
brokerage, SFC transaction levy and the Stock Exchange trading fee) by crediting your designated bank
account; and

. instructed and authorised HKSCC to cause HKSCC Nominees to do on your behalf all the things stated in
the WHITE Application Form and in this prospectus.

Minimum Purchase Amount and Permitted Numbers

You may give or cause your broker or custodian who is a CCASS Clearing Participant or a CCASS Custodian
Participant to give electronic application instructions for a minimum of 2,000 Hong Kong Public Offer Shares.
Instructions for more than 2,000 Hong Kong Public Offer Shares must be in one of the numbers set out in the
table in the Application Forms. No application for any other number of Hong Kong Public Offer Shares will be
considered and any such application is liable to be rejected.
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Time for Inputting Electronic Application Instructions

CCASS Clearing/Custodian Participants can input electronic application instructions at the following times on
the following dates:

Thursday, 16 February 2017 — 9:00 a.m. to 8:30 p.m.()
Friday, 17 February 2017 — 8:00 a.m. to 8:30 p.m.()
Saturday, 18 February 2017 — 8:00 a.m. to 1:00 p.m.(h)
Monday, 20 February 2017 — 8:00 a.m. to 8:30 p.m.("
Tuesday, 21 February 2017 — 8:00 a.m.() to 12:00 noon

Note:
(1) These times are subject to change as HKSCC may determine from time to time with prior notification to CCASS Clearing/Custodian
Participants.

CCASS Investor Participants can input electronic application instructions from 9:00 a.m. on Thursday,
16 February 2017 until 12:00 noon on Tuesday, 21 February 2017 (24 hours daily, except on the last application

day).

The latest time for inputting your electronic application instructions will be 12:00 noon on Tuesday,
21 February 2017, the last application day or such later time as described in the paragraph headed “— 10. Effect
of Bad Weather on the Opening of the Application Lists” in this section.

No Multiple Applications

If you are suspected of having made multiple applications or if more than one application is made for your
benefit, the number of Hong Kong Public Offer Shares applied for by HKSCC Nominees will be automatically
reduced by the number of Hong Kong Public Offer Shares for which you have given such instructions and/or for
which such instructions have been given for your benefit. Any electronic application instructions to make an
application for the Hong Kong Public Offer Shares given by you or for your benefit to HKSCC shall be deemed
to be an actual application for the purposes of considering whether multiple applications have been made.

Section 40 of the Companies (Winding Up and Miscellaneous Provisions) Ordinance

For the avoidance of doubt, our Company and all other parties involved in the preparation of this prospectus
acknowledge that each CCASS Participant who gives or causes to give electronic application instructions is a
person who may be entitled to compensation under Section 40 (as applied by Section 342E) of the Companies
(Winding Up and Miscellaneous Provisions) Ordinance.

Personal Data

The section of the Application Form headed “Personal Data” applies to any personal data held by our Company,
the Hong Kong Share Registrar, the receiving bank(s), the Sole Sponsor, the Joint Global Coordinators, the Joint
Bookrunners, the Joint Lead Managers, the Underwriters and any of their respective advisers and agents about
you in the same way as it applies to personal data about applicants other than HKSCC Nominees.

7. WARNING FOR ELECTRONIC APPLICATIONS

The subscription of the Hong Kong Public Offer Shares by giving electronic application instructions to
HKSCC is only a facility provided to CCASS Participants. Similarly, the application for Hong Kong Public Offer
Shares through the White Form eIPO service is also only a facility provided by the White Form eIPO Service
Provider to public investors. Such facilities are subject to capacity limitations and potential service interruptions
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and you are advised not to wait until the last application day in making your electronic applications. Our
Company, the Directors, the Sole Sponsor, the Joint Global Coordinators, the Joint Bookrunners, the Joint Lead
Managers and the Underwriters take no responsibility for such applications and provide no assurance that any
CCASS Participant or person applying through the White Form eIPO service will be allotted any Hong Kong
Public Offer Shares.

To ensure that CCASS Investor Participants can give their electronic application instructions, they are advised
not to wait until the last minute to input their instructions to the systems. In the event that CCASS Investor
Participants have problems in the connection to CCASS Phone System/CCASS Internet System for submission
of electronic application instructions, they should either (i) submit a WHITE or YELLOW Application Form,
or (ii) go to HKSCC’s Customer Service Centre to complete an input request form for electronic application
instructions before 12:00 noon on Tuesday, 21 February 2017.

8. HOW MANY APPLICATIONS CAN YOU MAKE

Multiple applications for the Hong Kong Public Offer Shares are not allowed except by nominees. If you are a
nominee, in the box on the Application Form marked “For nominees” you must include:

@) an account number; or
(i) some other identification code,

for each beneficial owner or, in the case of joint beneficial owners, for each joint beneficial owner. If you do not
include this information, the application will be treated as being made for your benefit.

All of your applications will be rejected if more than one application on a WHITE or YELLOW Application
Form or by giving electronic application instructions to HKSCC or through White Form eIPO service, is
made for your benefit (including the part of the application made by HKSCC Nominees acting on electronic
application instructions).

If an application is made by an unlisted company and:

1) the principal business of that company is dealing in securities; and

(i1) you exercise statutory control over that company,

then the application will be treated as being for your benefit.
“Unlisted company” means a company with no equity securities listed on the Stock Exchange.

“Statutory control” means you:
1) control the composition of the board of directors of the company;
(ii) control more than half of the voting power of the company; or

(iii)  hold more than half of the issued share capital of the company (not counting any part of it which carries
no right to participate beyond a specified amount in a distribution of either profits or capital).

9. HOW MUCH ARE THE HONG KONG PUBLIC OFFER SHARES
The WHITE and YELLOW Application Forms have tables showing the exact amount payable for Shares.

You must pay the maximum Offer Price, brokerage, SFC transaction levy and the Stock Exchange trading fee in
full upon application for Shares under the terms set out in the Application Forms.
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You may submit an application using a WHITE or YELLOW Application Form or through the White Form
eIPO service in respect of a minimum of 2,000 Hong Kong Public Offer Shares. Each application or electronic
application instruction in respect of more than 2,000 Hong Kong Public Offer Shares must be in one of the
numbers set out in the table in the Application Form, or as otherwise specified on the designated website at
www.eipo.com.hk.

If your application is successful, brokerage will be paid to the Exchange Participants, and the SFC transaction
levy and the Stock Exchange trading fee are paid to the Stock Exchange (in the case of the SFC transaction levy,
collected by the Stock Exchange on behalf of the SFC).

See the section headed “Structure of the Global Offering — Pricing of the Global Offering” in this prospectus for
further details regarding the Offer Price.

10. EFFECT OF BAD WEATHER ON THE OPENING OF THE APPLICATION LISTS
The application lists will not open if there is:

) a tropical cyclone warning signal number 8 or above; or

(i) a “black” rainstorm warning,

in force in Hong Kong at any time between 9 : 00 a.m. and 12:00 noon on Tuesday, 21 February 2017. Instead
they will open between 11:45 a.m. and 12:00 noon on the next business day which does not have either of those
warnings in Hong Kong in force at any time between 9:00 a.m. and 12:00 noon.

If the application lists do not open and close on Tuesday, 21 February 2017 or if there is a tropical cyclone
warning signal number 8 or above or a “black” rainstorm warning signal in force in Hong Kong that may affect
the dates mentioned in the section headed “Expected Timetable” in this prospectus, an announcement will be
made in such event.

11. PUBLICATION OF RESULTS

Our Company expects to announce the final Offer Price, the level of indication 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 on Monday, 27 February 2017 in South China Morning Post (in English) and Hong
Kong Economic Times (in Chinese) and on our Company’s website at www.yuhuachina.com and the website of
the Stock Exchange at www.hkexnews.hk.

The results of allocations and the Hong Kong identity card/passport/Hong Kong business registration numbers of
successful applicants under the Hong Kong Public Offering will be available at the times and date and in the
manner specified below:

1) in the announcement to be posted on our Company’s website at www.yuhuachina.com and the Stock
Exchange’s website at www.hkexnews.hk by no later than 9:00 a.m. on Monday, 27 February 2017;

(i1) from the designated results of allocations website at www.iporesults.com.hk with a “search by ID”
function on a 24-hour basis from 8:00 a.m. on Monday, 27 February 2017 to 12:00 midnight on Sunday, 5
March 2017;

(iii) by telephone enquiry line by calling +852 2862 8669 between 9:00 a.m. and 10:00 p.m. from Monday,
27 February 2017 to Thursday, 2 March 2017; or

(iv)  in the special allocation results booklets which will be available for inspection during opening hours from
Monday, 27 February 2017 to Wednesday, 1 March 2017 at all the receiving bank designated branches
and sub-branches.
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If our Company accepts your offer to purchase (in whole or in part), which it may do by announcing the basis of
allocations and/or making available the results of allocations publicly, there will be a binding contract under
which you will be required to purchase the Hong Kong Public Offer Shares if the conditions of the Global
Offering are satisfied and the Global Offering is not otherwise terminated. Further details are contained in the
section headed “Structure of the Global Offering” in this prospectus.

You will not be entitled to exercise any remedy of rescission for innocent misrepresentation at any time after
acceptance of your application. This does not affect any other right you may have.

12. CIRCUMSTANCES IN WHICH YOU WILL NOT BE ALLOTTED HONG KONG PUBLIC
OFFER SHARES

You should note the following situations in which the Hong Kong Public Offer Shares will not be allotted to you:

@) If your application is revoked:

By completing and submitting an Application Form or giving electronic application instructions to HKSCC or to
White Form eIPO Service Provider, you agree that your application or the application made by HKSCC
Nominees on your behalf cannot be revoked on or before the fifth day after the time of the opening of the
application lists (excluding for this purpose any day which is Saturday, Sunday or public holiday in Hong Kong).
This agreement will take effect as a collateral contract with our Company.

Your application or the application made by HKSCC Nominees on your behalf may only be revoked on or before
such fifth day if a person responsible for this prospectus under Section 40 of the Companies (Winding Up and
Miscellaneous Provisions) Ordinance (as applied by Section 342E of the Companies (Winding Up and
Miscellaneous Provisions) Ordinance) gives a public notice under that section which excludes or limits that
person’s responsibility for this prospectus.

If any supplement to this prospectus is issued, applicants who have already submitted an application will be
notified that they are required to confirm their applications. If applicants have been so notified but have not
confirmed their applications in accordance with the procedure to be notified, all unconfirmed applications will be
deemed revoked.

If your application or the application made by HKSCC Nominees on your behalf has been accepted, it cannot be
revoked. For this purpose, acceptance of applications which are not rejected will be constituted by notification in
the press of the results of allocation, and where such basis of allocation is subject to certain conditions or
provides for allocation by ballot, such acceptance will be subject to the satisfaction of such conditions or results
of the ballot respectively.

(ii) If our Company or its agents exercise their discretion to reject your application:

Our Company, the Joint Global Coordinators, the White Form eIPO Service Provider and their respective
agents and nominees have full discretion to reject or accept any application, or to accept only part of any
application, without giving any reasons.

(iii)  If the allotment of Hong Kong Public Offer Shares is void:

The allotment of Hong Kong Public Offer Shares will be void if the Listing Committee does not grant permission
to list the Shares either:

. within three weeks from the closing date of the application lists; or

. within a longer period of up to six weeks if the Listing Committee notifies our Company of that longer
period within three weeks of the closing date of the application lists.
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Giv) If:
. you make multiple applications or suspected multiple applications;
. you or the person for whose benefit you are applying have applied for or taken up, or indicated an interest

for, or have been or will be placed or allocated (including conditionally and/or provisionally) Hong Kong
Public Offer Shares and International Offering Shares;

. your Application Form is not completed in accordance with the stated instructions;

. your electronic application instructions through the White Form eIPO service are not completed in
accordance with the instructions, terms and conditions on the designated website at www.eipo.com.hk;

. your payment is not made correctly or the cheque or banker’s cashier order paid by you is dishonoured
upon its first presentation;

. our Company or the Joint Global Coordinators believe that by accepting your application, it or they would
violate applicable securities or other laws, rules or regulations; or

. your application is for more than 50% of the Hong Kong Public Offer Shares initially offered under the
Hong Kong Public Offering.

13. REFUND OF APPLICATION MONIES

If an application is rejected, not accepted or accepted in part only, or if the Offer Price as finally determined is
less than the maximum Offer Price of HK$2.54 per Offer Share (excluding brokerage, SFC transaction levy and
the Stock Exchange trading fee thereon), or if the conditions of the Hong Kong Public Offering are not fulfilled
in accordance with the section headed ‘“Structure of the Global Offering — Hong Kong Underwriting
Agreement — Conditions of the Hong Kong Public Offering” in this prospectus or if any application is revoked,
the application monies, or the appropriate portion thereof, together with the related brokerage, SFC transaction
levy and the Stock Exchange trading fee, will be refunded, without interest or the cheque or banker’s cashier
order will not be cleared.

Any refund of your application monies will be made on or before Monday, 27 February 2017.

14. DISPATCH/COLLECTION OF SHARE CERTIFICATES AND REFUND MONIES

You will receive one share certificate for all Hong Kong Public Offer Shares allotted to you under the Hong
Kong Public Offering (except pursuant to applications made on YELLOW Application Forms or by electronic
application instructions to HKSCC via CCASS where the share certificates will be deposited into CCASS as
described below).

No temporary document of title will be issued in respect of the Shares. No receipt will be issued for sums paid on
application. If you apply by WHITE or YELLOW Application Form, subject to personal collection as
mentioned below, the following will be sent to you (or, in the case of joint applicants, to the first-named
applicant) by ordinary post, at your own risk, to the address specified on the Application Form:

. share certificate(s) for all the Hong Kong Public Offer Shares allotted to you (for YELLOW Application
Forms, share certificates will be deposited into CCASS as described below); and

. refund cheque(s) crossed “Account Payee Only” in favour of the applicant (or, in the case of joint
applicants, the first-named applicant) for (i) all or the surplus application monies for the Hong Kong Public
Offer Shares, wholly or partially unsuccessfully applied for; and/or (ii) the difference between the Offer
Price and the maximum Offer Price per Offer Share paid on application in the event that the Offer Price is
less than the maximum Offer Price (including brokerage, SFC transaction levy and the Stock Exchange
trading fee but without interest).
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Part of the Hong Kong identity card number/passport number, provided by you or the first- named applicant (if
you are joint applicants), may be printed on your refund cheque, if any. Your banker may require verification of
your Hong Kong identity card number/passport number before encashment of your refund cheque(s). Inaccurate
completion of your Hong Kong identity card number/passport number may invalidate or delay encashment of
your refund cheque(s).

Subject to arrangement on dispatch/collection of share certificates and refund monies as mentioned below, any
refund cheques and share certificates are expected to be posted on or before Monday, 27 February 2017. The
right is reserved to retain any share certificate(s) and any surplus application monies pending clearance of
cheque(s) or banker’s cashier’s order(s).

Share certificates will only become valid at 8:00 a.m. on Tuesday, 28 February 2017 provided that the Global
Offering has become unconditional and the right of termination described in the section headed “Underwriting”
in this prospectus has not been exercised. Investors who trade shares prior to the receipt of share certificates or
the Share certificates becoming valid do so at their own risk.

Personal Collection
(@) If you apply using a WHITE Application Form

If you apply for 1,000,000 or more Hong Kong Public Offer Shares and have provided all information
required by your Application Form, you may collect your refund cheque(s) and/or share certificate(s)
from the Hong Kong Share Registrar, Computershare Hong Kong Investor Services Limited, at Shops
1712-1716, 17th Floor, Hopewell Centre, 183 Queen’s Road East, Wan Chai, Hong Kong, from 9:00 a.m.
to 1:00 p.m. on Monday, 27 February 2017 or such other date as notified by us in the newspapers.

If you are an individual who is eligible for personal collection, you must not authorise any other person to
collect for you. If you are a corporate applicant which is eligible for personal collection, your authorised
representative must bear a letter of authorisation from your corporation stamped with your corporation’s
chop. Both individuals and authorised representatives must produce, at the time of collection, evidence of
identity acceptable to the Hong Kong Share Registrar.

If you do not collect your refund cheque(s) and/or share certificate(s) personally within the time specified
for collection, they will be dispatched promptly to the address specified in your Application Form by
ordinary post at your own risk.

If you apply for less than 1,000,000 Hong Kong Public Offer Shares, your refund cheque(s) and/or share
certificate(s) will be sent to the address on the relevant Application Form on or before Monday,
27 February 2017, by ordinary post and at your own risk.

(ii)  If you apply using a YELLOW Application Form

If you apply for 1,000,000 Hong Kong Public Offer Shares or more, please follow the same instructions
as described above. If you have applied for less than 1,000,000 Hong Kong Public Offer Shares, your
refund cheque(s) will be sent to the address on the relevant Application Form on or before Monday,
27 February 2017, by ordinary post and at your own risk.

If you apply by using a YELLOW Application Form and your application is wholly or partially
successful, your share certificate(s) will be issued in the name of HKSCC Nominees and deposited into
CCASS for credit to your or the designated CCASS Participant’s stock account as stated in your
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(iii)

(iv)

Application Form on Monday, 27 February 2017, or upon contingency, on any other date determined by
HKSCC or HKSCC Nominees.

If you apply through a designated CCASS participant (other than a CCASS Investor Participant)

For Hong Kong Public Offer Shares credited to your designated CCASS participant’s stock account
(other than CCASS Investor Participant), you can check the number of Hong Kong Public Offer Shares
allotted to you with that CCASS participant.

If you are applying as a CCASS Investor Participant

Our Company will publish the results of CCASS Investor Participants’ applications together with the
results of the Hong Kong Public Offering in the manner described in the paragraph headed “— 11.
Publication of Results” in this section. You should check the announcement published by our Company
and report any discrepancies to HKSCC before 5:00 p.m. on Monday, 27 February 2017 or any other date
as determined by HKSCC or HKSCC Nominees. Immediately after the credit of the Hong Kong Public
Offer Shares to your stock account, you can check your new account balance via the CCASS Phone
System and CCASS Internet System.

If you apply through the White Form elPO service

If you apply for 1,000,000 Hong Kong Public Offer Shares or more and your application is wholly or
partially successful, you may collect your share certificate(s) from Hong Kong Share Registrar,
Computershare Hong Kong Investor Services Limited, at Shops 1712-1716, 17th Floor, Hopewell Centre,
183 Queen’s Road East, Wan Chai, Hong Kong, from 9:00 a.m. to 1:00 p.m. on Monday, 27 February
2017, or such other date as notified by our Company in the newspapers as the date of dispatch/collection
of share certificates/e-Refund payment instructions/refund cheques.

If you do not collect your share certificate(s) personally within the time specified for collection, they will
be sent to the address specified in your application instructions by ordinary post at your own risk.

If you apply for less than 1,000,000 Hong Kong Public Offer Shares, your share certificate(s) (where
applicable) will be sent to the address specified in your application instructions on or before Monday,
27 February 2017 by ordinary post at your own risk.

If you apply and pay the application monies from a single bank account, any refund monies will be
dispatched to that bank account in the form of e-Refund payment instructions. If you apply and pay the
application monies from multiple bank accounts, any refund monies will be dispatched to the address as
specified in your application instructions in the form of refund cheque(s) by ordinary post at your own
risk.

If you apply via electronic application instructions to HKSCC

Allocation of Hong Kong Public Offer Shares

For the purposes of allocating Hong Kong Public Offer Shares, HKSCC Nominees will not be treated as an
applicant. Instead, each CCASS Participant who gives electronic application instructions or each person for
whose benefit instructions are given will be treated as an applicant.

Deposit of Share Certificates into CCASS and Refund of Application Monies

If your application is wholly or partially successful, your share certificate(s) will be issued in the name of
HKSCC Nominees and deposited into CCASS for the credit of your designated CCASS Participant’s stock
account or your CCASS Investor Participant stock account on Monday, 27 February 2017, or, on any other
date determined by HKSCC or HKSCC Nominees.
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. Our Company expects to publish the application results of CCASS Participants (and where the CCASS
Participant is a broker or custodian, our Company will include information relating to the relevant
beneficial owner), your Hong Kong identity card number/passport number or other identification code
(Hong Kong business registration number for corporations) and the basis of allotment of the Hong Kong
Public Offering in the manner specified in the paragraph headed “— 11. Publication of Results” in this
section on Monday, 27 February 2017. You should check the announcement published by our Company
and report any discrepancies to HKSCC before 5:00 p.m. on Monday, 27 February 2017 or such other date
as determined by HKSCC or HKSCC Nominees.

. If you have instructed your broker or custodian to give electronic application instructions on your behalf,
you can also check the number of Hong Kong Public Offer Shares allotted to you and the amount of refund
monies (if any) payable to you with that broker or custodian.

. If you have applied as a CCASS Investor Participant, you can also check the number of Hong Kong Public
Offer Shares allotted to you and the amount of refund monies (if any) payable to you via the CCASS Phone
System and the CCASS Internet System (under the procedures contained in HKSCC’s “An Operating
Guide for Investor Participants” in effect from time to time) on Monday, 27 February 2017. Immediately
following the credit of the Hong Kong Public Offer Shares to your stock account and the credit of refund
monies to your bank account, HKSCC will also make available to you an activity statement showing the
number of Hong Kong Public Offer Shares credited to your CCASS Investor Participant stock account and
the amount of refund monies (if any) credited to your designated bank account.

. Refund of your application monies (if any) in respect of wholly and partially unsuccessful applications and/
or difference between the Offer Price and the maximum Offer Price per Offer Share initially paid on
application (including brokerage, SFC transaction levy and the Stock Exchange trading fee but without
interest) will be credited to your designated bank account or the designated bank account of your broker or
custodian on Monday, 27 February 2017.

15. ADMISSION OF THE SHARES INTO CCASS

If the Stock Exchange grants the listing of, and permission to deal in, the Shares and we comply 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 date of commencement of dealings in the Shares or any
other date HKSCC chooses. Settlement of transactions between Exchange Participants (as defined in the Listing
Rules) 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.

Investors should seek the advice of their stockbroker or other professional adviser for details of the settlement
arrangement as such arrangements may affect their rights and interests.

All necessary arrangements have been made enabling the Shares to be admitted into CCASS.
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APPENDIX I ACCOUNTANTS’ REPORT

The following is the text of a report received from the Company’s reporting accountant,
PricewaterhouseCoopers, Certified Public Accountants, Hong Kong, for the purpose of incorporation in this
prospectus. It is prepared and addressed to the Directors and to the Sole Sponsor pursuant to the requirements of
Auditing Guideline 3.340 “Prospectuses and the Reporting Accountant” issued by the Hong Kong Institute of
Certified Public Accountants.

.

pwec T e Aok

16 February 2017

The Directors
China YuHua Education Corporation Limited
CITIC CLSA Capital Markets Limited

Dear Sirs,

We report on the financial information of China YuHua Education Corporation Limited (the “Company”) and its
subsidiaries (together, the “Group”), which comprises the combined balance sheets as at 31 August 2014, 2015
and 2016, the balance sheet of the Company as at 31 August 2016, and the combined statements of
comprehensive income, the combined statements of changes in equity and the combined statements of cash flows
for each of the years ended 31 August 2014, 2015 and 2016 (the “Relevant Periods”), and a summary of
significant accounting policies and other explanatory information. This financial information has been prepared
by the Directors and is set out in Sections I to III below for inclusion in Appendix I to the prospectus of the
Company dated 16 February 2017 (the “Prospectus”) in connection with the initial listing of shares of the
Company on the Main Board of The Stock Exchange of Hong Kong Limited.

The Company was incorporated in the Cayman Islands on 25 April 2016 as an exempted company with limited
liability under the Companies Law, Cap. 22 (Law 3 of 1961, as consolidated and revised) of the Cayman Islands.
Pursuant to a group reorganisation as described in Note 2 of Section II headed “Reorganisation” below, which
was completed on 7 September 2016, the Company became the holding company of the subsidiaries now
comprising the Group (the “Reorganisation”).

As at the date of this report, the Company has direct and indirect interests in the subsidiaries as set out in Note 2
of Section II below. All of these companies are private companies or, if incorporated or established outside
Hong Kong, have substantially the same characteristics as a Hong Kong incorporated private company.

No statutory audited financial statements have been prepared by the Company as it is newly incorporated and has
not involved in any significant business transactions since its date of incorporation, other than the
Reorganisation. The statutory audited financial statements of the other companies now comprising the Group as
at the date of this report for which there are statutory audit requirements have been prepared in accordance with
the relevant accounting principles generally accepted in their places of incorporation. The details of the statutory
auditors of these companies are set out in Note 2 of Section II.

The Directors have prepared the combined financial statements of the Company and its subsidiaries now
comprising the Group for the Relevant Periods, in accordance with International Financial Reporting Standards
(“IFRSs”) issued by the International Accounting Standards Board (the “TASB”) (the “Underlying Combined
Financial Statements”). The Directors are responsible for the preparation of the Underlying Combined Financial
Statements that gives a true and fair view in accordance with IFRSs. We have audited the Underlying Combined

PricewaterhouseCoopers, 22/F Prince’s Building, Central, Hong Kong
T: +852 2289 8888, F: +852 2810 9888, www.pwchk.com
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Financial Statements in accordance with International Standards on Auditing (the “ISAs”) issued by the
International Auditing and Assurance Standards Board (“IAASB”) pursuant to separate terms of engagement
with the Company.

The financial information has been prepared based on the Underlying Combined Financial Statements, with no
adjustment made thereon, and on the basis set out in Note 3 of Section II below and the accounting policies set
out in Note 4 of Section II below.

Directors’ Responsibility for the Financial Information

The Directors are responsible for the preparation of the financial information that gives a true and fair view in
accordance with the basis of presentation set out in Note 3 of Section II below and in accordance with IFRSs, and
for such internal control as the Directors determine is necessary to enable the preparation of financial information
that is free from material misstatement, whether due to fraud or error.

Reporting Accountants’ Responsibility

Our responsibility is to express an opinion on the financial information and to report our opinion to you. We
carried out our procedures in accordance with the Auditing Guideline 3.340 “Prospectuses and the Reporting
Accountant” issued by the Hong Kong Institute of Certified Public Accountants (the “HKICPA”).

Opinion

In our opinion, the financial information gives, for the purpose of this report, and presented on the basis set out in
Note 3 of Section II below, a true and fair view of the financial position of the Company as at 31 August 2016
and of the combined financial position of the Group as at 31 August 2014, 2015 and 2016, and of the Group’s
combined financial performance and cash flows for the Relevant Periods.
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L. FINANCIAL INFORMATION OF THE GROUP

The following is the financial information of the Group prepared by the Directors as at 31 August 2014, 2015 and
2016, and for the years ended 31 August 2014, 2015 and 2016 (the “Financial Information”), presented on the

basis set out in Note 3 below.

COMBINED STATEMENTS OF COMPREHENSIVE INCOME

Year ended 31 August
Note 2014 2015 2016
RMB’000 RMB’000 RMB’000
Revenue . ...... ... . . . . . 7 599,337 697,706 781,331
COSt O TEVENUE . . o v v ottt e e et et 10 (332,495) (379,404) (375,133)
Grossprofit ....... ... .. .. ... .. 266,842 318,302 406,198
Selling EXPeNSES . . v vttt et e 10 (4,010) (4,395) (4,196)
AdmIniStrative €XPenSes . .. vvv vttt e e 10 (46,256) (54,283) (70,421)
Other iNCOME . . ..o vttt e 8 7,864 9,534 6,442
Other gains/(1osses) —Net . ..ottt 9 874 (153,645) (337)
Operating profit ........... ... ... ... ... .. .. . 225,314 115,513 337,686
Finance inCOmMe ... ... 12 2,820 3,612 1,328
Finance eXpenses ... .......c.ouiiien i 12 (20,306) (27,925) (27,338)
Finance expenses — Net . .......vt ittt (17,486) (24,313)  (26,010)
Profit beforeincome tax .............. ... .. ... .. ... .... 207,828 91,200 311,676
Income tax eXpense . ..............iiiiiiii e 13 — — —
Profitfortheyear .......... ... ... ... ... ... ... .. .. ..., 207,828 91,200 311,676
Other comprehensive income .. ............ov i, — — —
Total comprehensiveincome .. ............................ 207,828 91,200 311,676
Profit and total comprehensive income
attributable to:
Owner of the Company .............oiiiiiiininnnenenan. 207,828 91,200 311,676
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COMBINED BALANCE SHEETS

As at 31 August
Note 2014 2015 2016
RMB’000 RMB’000 RMB’000

Assets
Non-current assets
Prepaid land lease payments .............. .. ... ... 15 224,872 230,647 224,693
Property, plant and equipment . ........... .. ... .. .. ..... 16 1,299,056 1,408,828 1,465,026
Intangible assets . ..........i i 17 1,171 1,474 1,792
Other NON-CUITENT ASSELS . . .\ttt ettt ettt e e e e et 18 22,827 24,097 20,587
Total non-currentassets .............................. 1,547,926 1,665,046 1,712,098
Current assets
Trade and otherreceivables . .. .......... .. ... . ... . .... 19 9,706 18,377 11,324
Financial instruments at fair value through profit or loss . .. ... 20 — 60,245 —
Cash and cashequivalents .. ............... ... ... ...... 21(a) 259,440 154,339 304,986
Restrictedcash . ....... ... ... ... ... .. .. . . . . .. . ... 21(b) — 58,000 —
Total currentassets ................... ... ... ......... 269,146 290,961 316,310
Totalassets . .......... ... . . ... . . i, 1,817,072 1,956,007 2,028,408
Equity
Equity attributable to owner of the Company
Combined capital .. ........ ... .. i — — 65
RESEIVES ..o i 24 260,802 298,607 386,557
Retained earnings . .......... ..., 245,905 299,300 523,026
Totalequity .............. .. .. .. ... . ... . ... .. ... ... 506,707 597,907 909,648
Liabilities
Non-current liabilities
BOIrowings . ... 27 — 140,000 195,000
Other non-current liabilities . .......... ... ... ... ... ... 28 62,751 54,574 37,898
Total non-current liabilities . ....................... ... 62,751 194,574 232,898
Current liabilities
Accruals and other payables ............................ 25 670,102 209,979 156,669
Deferredrevenue . ............ i 26 557,512 591,547 609,193
BOITOWINGS . ..ottt 27 20,000 362,000 120,000
Total current liabilities ............................... 1,247,614 1,163,526 885,862
Total liabilities .......... ... ... ... ... ... . ... ........ 1,310,365 1,358,100 1,118,760
Total equity and liabilities ............................ 1,817,072 1,956,007 2,028,408
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BALANCE SHEET OF THE COMPANY

As at 31 August

Note 2016
RMB’000

Assets
Non-current assets
Investments in sSUDSIAIATIES . . .. ..ottt —
Total non-current assets . ............... .. ... i —
Current assets
Trade and other receivables . . .. ... 2,380
Total CUITENT ASSELS . . . vttt ittt e et e e e e e 2,380
Total @ssets . .. ........ . e 2,380
Equity and liabilities
Equity attributable to owner of the Company
Share capital . . ... .. 23 65
Accumulated I0SSES . ... ..o (6,943)
Total deficit . . ... ... .. .. . (6,878)
Liabilities
Current liabilities
Accruals and other payables . .......... ... 9,258
Total current liabilities . ............ ... . . . . 9,258
Total liabilities . ... .. ... .. . . 9,258
Total deficit and liabilities . . . ... ....... ... ... .. ... .. ... . ... ... 2,380
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COMBINED STATEMENTS OF CHANGES IN EQUITY

Attributable to Owner of the Company

Combined Capital Statutory
capital reserve surplus reserve Retained
Note (Note 23) (Note 24) (Note 24)  earnings Total
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
At1September 2013 ......... ... ... ... .. ... — 130,000 57,854 91,025 278,879
Comprehensive income
Profitfortheyear............ ... ... .. .. ... ... — — — 207,828 207,828
Transactions with Owner in his capacity as owner
Capital contribution from Owner .. ................. — 20,000 — — 20,000
Profit appropriation to statutory surplus reserves . ... .. 24 — — 52,948  (52,948) —
Total transactions with Owner in his capacity as
OWIIET . . .ottt ittt e e e e e e e — 20,000 52,948  (52,948) 20,000
At31 August2014 ... ... — 150,000 110,802 245,905 506,707
At 1 September 2014 . ... ... ... .. ... ... ... ... — 150,000 110,802 245,905 506,707
Comprehensive income
Profitfortheyear ............ ... .. .. .. .. ... .. — — — 91,200 91,200
Transactions with Owner in his capacity as owner
Profit appropriation to statutory surplus reserves ... ... 24 — — 37,805  (37,805) —
Total transactions with Owner in his capacity as
(034 1 T — — 37,805  (37,805) —
At31 August 2015 ... .. — 150,000 148,607 299,300 597,907
At 1 September 2015 ........ ... .. ... ... ........ — 150,000 148,607 299,300 597,907
Comprehensive income
Profitfortheyear............ .. .. .. .. .. ... .. — — — 311,676 311,676
Transactions with Owner in his capacity as owner
Capital contribution from Owner .. ................. 65 — — — 65
Profit appropriation to statutory surplus reserves ... ... — — 87,950 (87,950) —
At31 August2016 .......... ... ... 65 150,000 236,557 523,026 909,648
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COMBINED STATEMENTS OF CASH FLOWS

Year ended 31 August

Note 2014

2015

2016

RMB’000 RMB’000 RMB’000

Cash flows from operating activities

Cash generated from operations . ............ ..., 29(a) 465,087 195,264 446,793
Interest paid . ....... .. (19,692)  (26,960) (26,650)
Net cash generated from operating activities .................... 445,395 168,304 420,143
Cash flows from investing activities
Disposal of a subsidiary, netof cashpaid ...................... 29(b) — — (2,210)
Purchases of property, plant and equipment . . ................... (175,737) (176,652) (162,509)
Purchases of prepaid land lease payments ...................... (64,224)  (11,540) —
Proceeds from disposal of property, plant and equipment . ......... 4,394 7 416
Proceeds from disposal of prepaid land lease payments ........... 2,636 — 1,044
Purchases of intangible assets ............. .. .. .. . ... (309) (544) (554)
Purchases of financial instruments at fair value through profit or

0SS vt (2,600) (100,000) (45,000)
Disposal of financial instruments at fair value through profit or

0SS ot 18,596 40,142 106,732
Restricted bank deposits . ........... . i 90,000 (58,000) 58,000
Interest received . ... ... 3,437 2,927 2,013
Net cash used in investing activities . .. ..., (123,807) (303,660) (42,068)
Cash flows from financing activities
Capital contribution from Owner ............... .. ... ......... 20,000 — 65
Proceeds from borrowings . .............. .. i 70,000 599,000 280,000
Repayments of borrowings . ..., (357,000) (117,000) (467,000)
Borrowings from OWner . . ............o it 31(a) 75,524 96,709 65,533
Repayments of borrowings toOwner . . ........................ 31(a) (92,749) (560,254) (58,579)
Borrowings from related parties . ............. .. .. ... 31(a) 10,000 347,000 80,014
Repayments of borrowings to related parties .................... 31(a) —  (347,000) (90,014)
Borrowings from third parties ............. .. .. ... . .. ..., 25,000 36,800 4,000
Repayments of borrowings to third parties ..................... (17,250)  (25,000) (40,800)
Professional expenses paid in connection with the issuance of new

shares during the listing process .. ............c..ovviunen. .. — — (693)
Net cash (used)/generated in financing activities .. ............... (266,475) 30,255 (227,474)
Net increase/(decrease) in cash and cash equivalents ........... 55,113 (105,101) 150,601
Cash and cash equivalents at beginningof year . ................. 204,327 259,440 154,339
Exchange gains on cash and cash equivalent .................... — — 46
Cash and cash equivalents atend of year . .................... 259,440 154,339 304,986
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II NOTES TO THE FINANCIAL INFORMATION

1 General information

The Company was incorporated in the Cayman Islands on 25 April 2016 as an exempted company with limited
liability under the Companies Law, Cap 22 (Law 3 of 1961, as consolidated and revised) of the Cayman Islands.
The address of the Company’s registered office is at the offices of Maples Corporate Services Limited at
PO Box 309, Ugland House, Grand Cayman, KY1-1104, Cayman Islands. The Company is an investment
holding company and its subsidiaries (collectively referred to as the “Group”) provide private formal full-
coverage non-vocational education services in Henan province of People’s Republic of China (the “PRC”)
(collectively referred to as the “Listing Business”).

The ultimate holding company of the Company is GuangYu Investment Holdings Limited. The ultimate
controlling party of the Group is Mr. Li Guangyu, who is also the executive Director and chairman of the Board
of the Company (the “Owner”).

2 Reorganisation

Prior to the incorporation of the Company and the completion of the Reorganisation, the main operating activities
of the Group were carried out by YuHua Investment Management Co., Ltd (“YuHua Investment Management”),
Zhengzhou YuHua Education Investments Co., Ltd (“Zhengzhou YuHua Education Investments’), Zhengzhou
Zhongmei Education Investments Co., Ltd (“Zhengzhou Zhongmei Education Investments”) and their wholly
owned subsidiaries (collectively the “Consolidated Affiliated Entities”) which were incorporated in the PRC and
owned by the Owner, Ms. Li Hua, the daughter of the Owner, and Ms. Liu Chunhua, the wife of the Owner under
an act in concert arrangement of which, all parties under this arrangement in the past, present and future to act at
the consent of Mr. Li Guangyu to have the ultimately control over YuHua Investment Management, Zhengzhou
YuHua Education Investments and Zhengzhou Zhongmei Education Investments (collectively the “PRC
Investment Holding Companies™) respectively.

This arrangement was reaffirmed by an act in concert confirmation signed on 18 August 2016 by the Owner, Ms.
Li Hua and Ms. Liu Chunhua. In preparation for the initial public offering on the Main Board of The Stock
Exchange of Hong Kong Limited, the Group underwent the following Reorganisation activities to transfer the
Listing Business to the Company.

1) On 25 April 2016, the Company was incorporated as an exempted company with limited liability in the
Cayman Islands with an authorised share capital of US$50,000 divided into 50,000 shares with par value
of US$1 each. On the same day, GuangYu Investment Holdings Limited (“GuangYu Investment” a BVI
company wholly-owned by Owner) acquired 1 share from the incorporator at par value. The Company
then issued and allotted an additional 7,999 shares at par value to GuangYu Investment and an aggregate
of 2,000 shares at par value to five BVI incorporated companies, which held for shares for GuangYu
Investment as nominees on behalf of the Owner.

On 7 July 2016, these five BVI companies transferred the entirety of their respective interests in the
issued share capital of the Company to GuangYu Investment at par value. Upon completion of these
transfers, GuangYu Investment owned all of the issued share capital of the Company.

(i) On 28 April 2016, the Company established China YuHua Education Investment Limited (“BVI YuHua”)
as a limited liability company under the laws of the British Virgin Islands (BVI) with an authorised share
capital of US$50,000 divided into 50,000 shares with par value of US$1 each, one share of which was
issued and allotted to the Company at par value on the same date.

(iii)  On 12 May 2016, BVI YuHua established China HongKong Yuhua Education Limited (“HongKong
Yuhua”) as a limited liability company under the laws of Hong Kong with a share capital of HK$1,000.
1,000 shares were issued and allotted to BVI YuHua at par value.
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(iv)

)

On 22 July 2016, Xizang Yuanpei Information Technology Management Company Limited (“Xizang
Yuanpei”) was established by HongKong Yuhua with a capital registration of US$ 500,000.

On 8 August 2016, Henan Hantang Education Management Company Limited (“Henan Hantang”) was
established by HongKong Yuhua with a capital registration of US$500,000.

Due to the regulatory restrictions on foreign ownership in the schools in the PRC, the Group conducts a
substantial portion of the business through Consolidated Affiliated Entities in the PRC. A wholly-owned
subsidiary of the Company, Xizang Yuanpei, has entered into the Contractual Arrangements with the
Consolidated Affiliated Entities and their respective equity holders, which, effective from 7 September 2016,
enable Xizang Yuanpei and the Group to:

exercise effective financial and operational control over the Consolidated Affiliated Entities;
exercise equity holder’s voting rights of the Consolidated Affiliated Entities;

receive substantially all of the economic interest returns generated by the Consolidated Affiliated
Entities in consideration for the corporate management and educational services, intellectual property
licensing services as well as technical and business support services provided by Xizang Yuanpei.
Such services include the provision of advisory services and recommendations on asset and business
operation, debt restructuring, material contracts, and mergers and acquisitions; research and
development on educational software and course materials; employee on-the-job management
training; technology development, transfer and consulting services; public relation services; market
survey, research and consulting services; market development and planning services; human
resources and internal information management; website development, upgrade and ordinary
maintenance services; sales of proprietary products; software, trademark, domain name and know-
how and/or the use of related intellectual property rights; and other additional services as the parties
may mutually agree from time to time.

obtain an irrevocable and exclusive right to purchase all of equity interests in the PRC Investment
holding Companies from the respective equity holders at nil consideration or a minimum purchase
price permitted under PRC laws and regulations. Xizang Yuanpei may exercise such options at any
time until it has acquired all equity interests in and/or all assets of the PRC Investment Holding
Companies permitted under PRC laws and regulations. In addition, the PRC Investment Holding
Companies are not allowed to sell, transfer, or dispose any assets, or make any distributions to their
equity holders without prior consent of Xizang Yuanpei.

obtain a pledge over the entire equity interest of PRC Investment Holding Companies from their
equity holders to secure performance of the obligations of the PRC Investment Holding Companies
and their respective subsidiaries under the Contractual Arrangements.
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Upon completion of the above Reorganisation, the Company became the holding company of the subsidiaries
now comprising the Group. As at the date of this report, the Company has direct or indirect interests in the
following subsidiaries:

Attributable equity interests

of the Group
Country/Place and 31 August
date of incorporation/ Places of Statutory
Name of subsidiaries establishment Paid-in capital 2014 2015 2016 Principal activities  operation auditors
Directly held:
China YuHua Education BV1/28 April 2016 US$1.00 — — 100% Holding company BVI Note (1)
Investment Limited
(PE T HEE T BUE AP A
Indirectly held:
China HongKong Yuhua Hong Kong/12 May ~ HK$1,000.00 — — 100% Holding company Hong Kong Note (1)
Education Limited 2016
(PR FETHELE AR A )
Xizang Yuanpei Information PRC/22 July 2016 US$500,000.00 — — 100% Holding company ~ PRC Note (1)
Technology Management
Company Limited (P#TH
15 ERHE B HIAT BRAA 7))
Henan Hantang Education PRC/8 August 2016  US$500,000.00 — — 100% Holding company ~ PRC Note (1)
Management Company
Limited
(I R R 7 8 AT R )
YuHua Investment PRC/23 November RMB 50,000,000 100% 100%  100% Holding company  PRC Note (1)
Management Co., Ltd. * 1993

(FHERE A PIAT R 7))

Zhengzhou YuHua Education PRC/9 April 2004 RMB 50,000,000 100%  100%  100% Holding company = PRC Note (1)
Investments Co., Ltd. *

N FHEH T BB AT R 2 7))

Zhengzhou Zhongmei PRC/21 July 2011 RMB 50,000,000  100%  100%  100% Holding company =~ PRC Note (1)
Education Investments Co.,
Ltd. *
(RS IH v £ BB AT PR 7))

Zhengzhou YuHua Elite PRC/1 September RMB 20,000,000 100% 100%  100% High school and PRC Note (2)
School * 2001 middle school

N T FHEFOBRELAL)
Formerly known as “the
Affiliated High School of
Peking University, Henan

Branch”
Zhengzhou YuHua Elite PRC/1 September RMB 10,000,000  100%  100%  100% Primary school PRC Note (2)
Primary School * 2005

N T FHEE RN
Formerly known as “the
Foreign Language Primary
School of the Affiliated
High School of Peking
University, Henan Branch”

Zhengzhou YuHua Elite PRC/ RMB 5,000,000 100% 100%  100% Kindergarten PRC Note (2)
Bilingual Kindergarten * 1 September 2005
(P T 5 3 B B T 40 7 )
Formerly known as “the
Bilingual Kindergarten of
the Affiliated High School
of Peking University,
Henan Branch”
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Name of subsidiaries

Country/Place and
date of incorporation/

establishment Paid-in capital

Attributable equity interests
of the Group

31 August

Places of Statutory

2014 2015 2016 Principal activities  operation auditors

Zhengzhou Technology and
Business University *
C )
Formerly known as
“Wanfang College of
Science & Technology
Henan Polytechnic
University”

Jiaozuo YuHua Elite School *
AT T HE B AR
Formerly known as “the
Affiliated High School of
Peking University, Henan
Branch, Jiaozuo Campus”

Xingyang YuHua Shengshi
Elite School *
I T A PR R
Formerly known as
“Zhengzhou Yizhong Middle
School”

Jiaozuo Urbanisation Pilot
Zone YuHua Elite
Kindergarten *
AT — 8 (LR
I 5 4 PR 40 52 )
Formerly known as “Jiaozuo
New District Zhongmei
Bilingual Kindergarten”

Xingyang YuHua Elite
Kindergarten *
(AT B Y 5
Formerly known as
“Xingyang Zhongmei
Bilingual Kindergarten”

Hebi Qibin District YuHua
Elite Bilingual
Kindergarten *

(T W T 928 1 7 2
BSR4 G

Formerly known as “Hebi
Qibin District Zhongmei
Bilingual Kindergarten”

Xinxiang Weibin District
YuHua Elite Kindergarten *

CRIFAE T 928 Lot 5 3 5 40 B )

Formerly known as
“Xinxiang Weibin District
Zhongmei Bilingual
Kindergarten”

Kaifeng YuHua Elite School *
(PRE T FHEEERER)
Formerly known as “the
Affiliated High School of
Peking University, Henan
Branch, Kaifeng Campus”

RMB
100,000,000

PRC/9 April 2013

PRC/18 July 2011 RMB 10,000,000

PRC/15 June 2015 RMB 1,000,000

PRC/13 January ~ RMB 1,000,000

2012

PRC/15 December
2011

RMB 1,000,000

PRC/12 December
2011

RMB 1,000,000

PRC/15 December
2011

RMB 1,000,000

PRC/7 September
2012

RMB 3,000,000
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100%  100%  100% University PRC Note (2)

100%  100%  100% High school PRC

Middle school
Primary school

Note (2)

100%  100%  100% Middle school PRC Note (2)

100% 100%  100% Kindergarten PRC Note (2)

100% 100%  100% Kindergarten PRC Note (2)

100% 100%  100% Kindergarten PRC Note (2)

100% 100%  100% Kindergarten PRC Note (2)

100%  100%  100% Middle school PRC

Primary school

Note (2)



APPENDIX I ACCOUNTANTS’ REPORT

Attributable equity interests
of the Group

Country/Place and 31 August
date of incorporation/ Places of Statutory

Name of subsidiaries establishment Paid-in capital 2014 2015 2016 Principal activities  operation auditors

Luohe YuHua Elite School * PRC/23 August
(BRI T - FE B B EAL) 2013
Formerly known as “the
Affiliated High School of
Peking University, Henan
Branch, Luohe Campus”

Luohe YuHua Elite Bilingual PRC/29 September
Kindergarten * 2013
(OB T 5 2 B 3 4 5 [
Formerly known as “Luohe
Zhongmei Bilingual
Kindergarten”

Xuchang YuHua Elite School *  PRC/1 November
FFEFHHIRER) 2014
Formerly known as “the
Affiliated High School of
Peking University, Henan
Branch, Xuchang Campus”

Jiyuan YuHua Elite School * PRC/1 September
(TSR T FHEEBREAR) 2014
Formerly known as “the
Affiliated High School of
Peking University, Henan

RMB 10,000,000

RMB 1,000,000

RMB 3,000,000

RMB 1,000,000

100%  100%

100%  100%

—  100%

—  100%

100% Middle school
Primary school

100% Kindergarten

100% Middle school
Primary school

100% Middle school
Primary school

PRC

PRC

PRC

PRC

Note (2)

Note (2)

Note (2)

Note (2)

Branch, Jiyuan Campus”

Xuchang Weidu District PRC/7 May 2014 RMB 1,000,000 100% 100%  100% Kindergarten PRC Note (2)
YuHua Elite Bilingual
Kindergarten™
(FF B TR I T R
BEGE L)) 5 )
Formerly known
as “Xuchang Zhongmei
Bilingual Kindergarten”

Jiyuan YuHua Elite Bilingual PRC/19 September RMB 1,000,000 — 100%  100% Kindergarten PRC Note (2)
Kindergarten * 2014
(R S HE R B M 4D )
Formerly known as “Jiyuan
Zhongmei Bilingual
Kindergarten

Notes:

1
(@)

3

No audited financial statements have been prepared for these companies as they are newly incorporated or not required to issue
audited financial statements under statutory requirements of their respective places of incorporation.

This subsidiary had statutory accounting year end date of 31 December 2013, 2014 and 2015 and have prepared financial
information as at 31 August 2014, 2015 and 2016 for the purpose of the Group’s consolidation. The statutory financial statements of
the subsidiary established in the PRC were prepared in accordance with relevant accounting principles and financial regulations
applicable to the PRC enterprises and were audited by Henan Jinfang Lianhe Certified Public Accountants
(RS 87 W & B st RSB T (59859 ) for each of the years ended 31 December 2013, 2014 and 2015.

The English names of certain subsidiaries referred to above represent the best effort made by management of the Company to
directly translate the Chinese names as they do not register any official English names.

Basis of presentation

The Owner managed and controlled the Listing Business immediately before and after the Reorganisation.
Pursuant to the Reorganisation, the Listing Business was transferred to and held by the Company. The Company
had not been involved in any other business prior to the Reorganisation and did not have a business. The
Reorganisation is merely a reorganisation of the Listing Business with no change in management of such
business and no change in the Owner as the ultimate owner of the Listing Business. The combined statements of
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comprehensive income, the combined statements of cash flows and the combined statements of changes in equity
of the Group for each of the years ended 31 August 2014, 2015 and 2016 and the combined balance sheets of the
Group as at that dates have been prepared using the financial information of the companies engaged in the
Listing Business which are under the same ownership and common control of the Owner and now comprising the
Group as if the current group structure had been in existence throughout and at the end of each of the Relevant
Periods with the exception of companies established within the Relevant Periods which are included from their
respective dates of establishment. The combined balance sheets of the Group as at 31 August 2014, 2015 and
2016 have been prepared to present the assets and liabilities of the companies engaged in the Listing Business
and the companies now comprising the Group at these dates, as if the current group structure had been in
existence as at these dates. For the purpose of this report, the Financial Information of the Group has been
prepared on a combined basis as prescribed by Auditing Guideline 3.340 “Prospectuses and the Reporting
Accountant” issued by the HKICPA.

Inter-company transactions, balances and unrealised gains/losses on transactions between the companies within
the Group are eliminated on combination.

4 Summary of significant accounting policies

The principal accounting policies applied in the preparation of the Financial Information are set out below. These
policies have been consistently applied to all the years presented, unless otherwise stated.

4.1 Basis of preparation

The principal accounting policies applied on the preparation of the Financial Information which are in
accordance with the IFRSs issued by the IASB.

The preparation of the Financial Information in conformity with IFRS requires the use of certain critical
accounting estimates. It also requires management to exercise its judgement in the process of applying the
Group’s accounting policies. The areas involving a higher degree of judgement or complexity, or areas where
assumptions and estimates are significant to the Financial Information are disclosed in Note 6.

The Financial Information has been also prepared in accordance with the applicable requirements of the
Companies Ordinance.

The Group had net current liabilities of approximately RMB569,552,000 as at 31 August 2016. The Group
assesses its liquidity by its ability to generate cash from operating activities to fund its operations and borrow
funds on favourable economic terms.

Historically, the Group has relied principally on both operational sources of cash and non-operational sources of
financing from the Owner and related parties to fund its operations and business development. The Group’s
ability to continue as a going concern is dependent on management’s ability to successfully execute its business
plan, which includes increasing revenues while controlling operating expenses, as well as, generating operational
cash flows and continuing to gain support from outside sources of financing.

Taking into account the financial resources of the Group, including the anticipated operation cash flow and
Group’s undrawn bank borrowings and the ability of the management in adjusting the pace of its operation
expansion and controlling the operating expenses of the Group, the Directors are of the opinion that the Group
has sufficient cash flows in the foreseeable future to enable it to continue its operations and meet its liabilities as
and when they fall due during next 12 months. Therefore, the Financial Information has been prepared on a going
concern basis.

4.1.1 Changes in accounting policy and disclosures

All relevant standards, amendments and interpretations to the existing standards that are effective during the
Relevant Periods have been adopted by the Group consistently throughout the Relevant Periods.
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The following new standards, amendments to standards and interpretations have been published but are not yet
effective for the annual period beginning from 1 January 2016 and which the Group has not early adopted. The
Directors of the Company have already commenced an assessment of the impact of these new or revised
standards, interpretation and amendments, certain of which are relevant to the Group’s operation. According to
the preliminary assessment made by the Directors, no significant impact on the financial performance and
positions of the Group is expected when they become effective except for IFRS 9 ‘Financial instruments’, IFRS
16 ‘Lease’ and IFRS 15 ‘Revenue from contracts with customer’ in which the Directors are in the process to
making an assessment of the impact.

IFRS 15, replaces the previous revenue standards: IAS 18 Revenue and IAS 11 Construction Contracts, and
the related Interpretations on revenue recognition. The directors of the Company has performed a
preliminary assessment. Based on this assessment, it is noted that IFRS 15 establishes a comprehensive
framework for determining when to recognise revenue and how much revenue to recognise through a 5-step
approach: (1) Identify the contract(s) with customer; (2) Identify separate performance obligations in a
contract; (3) Determine the transaction price; (4) Allocate transaction price to performance obligations; and
(5) Recognise revenue when performance obligation is satisfied. The core principle is that a company
should recognise revenue to depict the transfer of promised goods or services to the customer in an amount
that reflects the consideration to which the company expects to be entitled in exchange for those goods or
services. It moves away from a revenue recognition model based on an ‘earnings processes’ to an ‘asset-
liability’ approach based on transfer of control. IFRS 15 provides specific guidance on capitalisation of
contract cost and licence arrangements. It also includes a cohesive set of disclosure requirements about the
nature, amount, timing and uncertainty of revenue and cash flows arising from the entity’s contracts with
customers. In accordance with IFRS 15, impact of revenue recognition may arise when multiple
performance obligations are identified or when performance obligation is satisfied over time. The
management is in the process of reviewing relevant service income to identify types of performance
obligations and assessing whether the Group has an enforceable right to payment for performance
completed to date. This may have impact of amounts and timing of recognition of revenue of service
income. The new standard is not expected to apply until the financial year of 2018. The financial impacts of
the application of the standard and a reasonable estimate of the effect will be available once the detailed
review is completed. Hence, the Group is not yet in a position to provide quantified information. The
directors of the Company are also of the view that the adoption of IFRS 15 has impact on disclosures to be
made in the Group’s financial statements.

IFRS 9, ‘Financial instruments’, addresses the classification, measurement and recognition of financial
assets and financial liabilities. The complete version of IFRS 9 was issued in July 2014. It replaces the
guidance in IAS 39 that relates to the classification and measurement of financial instruments. The standard
is effective for accounting periods beginning on or after 1 January 2018. Early adoption is permitted. IFRS 9
retains but simplifies the mixed measurement model and establishes three primary measurement categories
for financial assets: amortised cost, fair value through other comprehensive income and fair value through
profit or loss. The basis of classification depends on the entity’s business model and the contractual cash
flow characteristics of the financial asset. Investments in equity instruments are required to be measured at
fair value with irrevocable option at inception to present changes in fair value in other comprehensive
income not recycling, provided the instrument is not held for trading. If the equity instrument is held for
trading, changes in fair value are presented in profit or loss. For financial liabilities there are two
classification categories: amortised cost and fair value through profit or loss. Where non-derivative financial
liabilities are designated at fair value through profit or loss, the changes in the fair value due to changes in
the liability’s own credit risk are recognised in other comprehensive income, unless such changes in fair
value would create an accounting mismatch in profit or loss, in which case, all fair value movements are
recognised in profit or loss. There is now a new expected credit losses model that replaces the incurred loss
impairment model used in IAS 39. IFRS 9 relaxes the requirements for hedge effectiveness by replacing the
bright line hedge effectiveness tests. It requires an economic relationship between the hedged item and
hedging instrument and for the “hedged ratio” to be the same as the one management actually use for risk
management purposes. Contemporaneous documentation is still required but is different to that currently
prepared under IAS 39. The Group expects that the adoption of IFRS 9 will not have a significant impact on
its financial performance and position.
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e [FRS 16, ‘Lease’. The Group is a lessee of various properties which are currently classified as operating
leases. The Group’s current accounting policy for such leases is set out in note 4.25 with the Group’s future
operating lease commitments, which are not reflected in the combined balance sheets. IFRS 16 provides
new provisions for the accounting treatment of leases and will in the future no longer allow lessees to
recognise certain leases outside of the balance sheet. Instead, almost all leases must be recognised in the
form of an asset (for the right of use) and a financial liability (for the payment obligation). Thus each lease
will be mapped in the Group’s combined balance sheets. Short-term leases of less than twelve months and
leases of low-value assets are exempt from the reporting obligation. The new standard will therefore result
in an increase in assets and financial liabilities in the combined balance sheets. In the combined statement of
comprehensive income, leases will be recognised in the future as depreciation of right of use assets and
interest expense on lease liability and will no longer be recorded as an operating expense on a straight line
basis. Therefore, during the initial period of lease term, the lease expense (asset depreciation plus interest)
under the new standard is higher compared to the operating lease expense recognised under the existing
standard. The new standard is not expected to apply until the financial year 2019, which will include the
adjustment of prior years. The combination of a straight-line depreciation of the right-of-use asset and the
effective interest rate method applied to the lease liability will result in a higher total charge to profit or loss
in the initial years of the lease, and decreasing expenses during the latter part of the lease term. The Group’s
total future minimum lease payments under non-cancelable operating leases as at 31 August 2014, 2015 and
2016 are RMB38,512,000, RMB37,713,000 and RMB35,821,000 respectively.

e JAS 12, ‘Income taxes’. The IASB has issued amendments to IAS 12, ‘Income taxes’. These amendments
on the recognition of deferred tax assets for unrealised losses clarify how to account for deferred tax assets
related to debt instruments measured at fair value. These amendments to IAS 12 are effective for annual
periods beginning on or after 1 January 2017.

e TAS 7, ‘Statement of cash flows’. The IASB has issued an amendment to IAS 7 introducing an additional
disclosure that will enable users of financial statements to evaluate changes in liabilities arising from
financing activities. The amendment is part of the IASB’s Disclosure Initiative, which continues to explore
how financial statement disclosure can be improved. These amendments to IAS 7 are effective for annual
periods beginning on or after 1 January 2017.

There are no other IFRSs or IFRIC interpretations that are not yet effective that would be expected to have a
material impact on the Group.

4.2 Subsidiaries
4.2.1 Consolidation

A subsidiary is an entity (including a structured entity) over which the Group has control. The Group controls an
entity when the Group is exposed to, or has rights to, variable returns from its involvement with the entity and
has the ability to affect those returns through its power over the entity. Subsidiaries are consolidated from the
date on which control is transferred to the Group. They are deconsolidated from the date that control ceases.

(a) Business combination

The Group applies the predecessor values accounting to account for business combination of entities or business
under common control.

The combined financial statements incorporate the financial statement items of the combining entities or
businesses in which the common control combination occurs as if they had been combined from the date when
the combining entities or businesses first came under the control of the controlling party.

The net assets of the combining entities or businesses are combined using the existing book values from the
controlling party’s perspective. No amount is recognised in respect of goodwill or excess of acquirers’ interest in
the net fair value of acquiree’s identifiable assets, liabilities and contingent liabilities over cost at the time of
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common control combination, to the extent of the continuation of the controlling party’s interest. All differences
between the cost of acquisition (fair value of consideration paid) and the amounts at which the assets and
liabilities are recorded have been recognised directly in equity as part of the capital reserve.

Except for the Reorganisation and business combination under common control, the Group applies the
acquisition method to account for business combinations. The consideration transferred for the acquisition of a
subsidiary is the fair values of the assets transferred, the liabilities incurred to the former owner of the acquiree
and the equity interests issued by the Group. The consideration transferred includes the fair value of any asset or
liability resulting from a contingent consideration arrangement. Identifiable assets acquired and liabilities and
contingent liabilities assumed in a business combination are measured initially at their fair values at the
acquisition date.

The Group recognises any non-controlling interest in the acquiree on an acquisition-by-acquisition basis. Non-
controlling interests in the acquiree that are present ownership interests and entitle their holders to a proportionate
share of the entity’s net assets in the event of liquidation are measured at either fair value or the present ownership
interests’ proportionate share in the recognised amounts of the acquiree’s identifiable net assets. All other
components of non-controlling interests are measured at their acquisition date fair value, unless another
measurement basis is required by IFRS.

Acquisition-related costs are expensed as incurred.

If the business combination is achieved in stages, the acquisition date carrying value of the acquirer’s previously
held equity interest in the acquiree is re-measured to fair value at the acquisition date; any gains or losses arising
from such re-measurement are recognised in profit or loss.

Any contingent consideration to be transferred by the Group is recognised at fair value at the acquisition date.
Subsequent changes to the fair value of the contingent consideration that is deemed to be an asset or liability is
recognised in accordance with IAS 39 in combined statements of comprehensive income. Contingent
consideration that is classified as equity is not re-measured, and its subsequent settlement is accounted for within
equity.

The excess of the consideration transferred, the amount of any non-controlling interest in the acquiree and the
acquisition-date fair value of any previous equity interest in the acquiree over the fair value of the identifiable net
assets acquired is recorded as goodwill. If the total of consideration transferred, non-controlling interest
recognised and previously held interest measured is less than the fair value of the net assets of the subsidiary
acquired in the case of a bargain purchase, the difference is recognised directly in the combined statements of
comprehensive income.

Intra-group transactions, balances and unrealised gains on transactions between group companies are eliminated.
Unrealised losses are also eliminated unless the transaction provides evidence of an impairment of the transferred
asset. When necessary, amounts reported by subsidiaries have been adjusted to conform with the Group’s
accounting policies.

(b) Changes in ownership interests in subsidiaries without change of control

Transactions with non-controlling interests that do not result in loss of control are accounted for as equity
transactions — that is, as transactions with the owner in their capacity as owner. The difference between fair
value of any consideration paid and the relevant share acquired of the carrying value of net assets of the
subsidiary is recorded in equity. Gains or losses on disposals to non-controlling interests are also recorded in
equity.
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(c) Disposal of subsidiaries

When the Group ceases to have control, any retained interest in the entity is re-measured to its fair value at the
date when control is lost, with the change in carrying amount recognised in profit or loss. The fair value is the
initial carrying amount for the purposes of subsequently accounting for the retained interest as an associate, joint
venture or financial asset. In addition, any amounts previously recognised in other comprehensive income in
respect of that entity are accounted for as if the Group had directly disposed of the related assets or liabilities or
transferred to another category of equity as specified/permitted by applicable IFRS.

4.2.2 Separate financial statements

Investments in subsidiaries are accounted for at cost less impairment. Cost includes direct attributable costs of
investment. The results of subsidiaries are accounted for by the Company on the basis of dividend received and
receivable.

Impairment testing of the investments in subsidiaries is required upon receiving a dividend from these
investments if the dividend exceeds the total comprehensive income of the subsidiary in the period the dividend
is declared or if the carrying amount of the investment in the separate financial statements exceeds the carrying
amount in the combined financial statements of the investee’s net assets including goodwill.

4.3 Segment reporting

Operating segments are reported in a manner consistent with the internal reporting provided to the chief
operating decision-maker. The chief operating decision-maker, who is responsible for allocating resources and
assessing performance of the operating segments, has been identified as the senior executive management team,
including the Owner and other Directors that make strategic decisions.

4.4 Foreign currency translation
(a) Functional and presentation currency

Items included in the financial statements of each of the Group’s entities are measured using the currency of the
primary economic environment in which the entity operates (“the functional currency”). Since the majority of the
assets and operations of the Group are located in the PRC, the Financial Information is presented in RMB, which
is the Company and its subsidiaries’ functional currency and the Group’s presentation currency.

(b) Transactions and balances

Foreign currency transactions are translated into the functional currency using the exchange rates prevailing at
the dates of the transactions. Foreign exchange gains and losses resulting from the settlement of such transactions
and from the translation at year-end exchange rates of monetary assets and liabilities denominated in foreign
currencies are recognised in the combined statements of comprehensive income, except when deferred in other
comprehensive income as qualifying cash flow hedges or qualifying net investment hedges.

Foreign exchange gains and losses that relate to borrowings and cash and cash equivalents are presented in the
combined statements of comprehensive income within ‘finance income or expenses’. All other foreign exchange
gains and losses are presented in the combined statements of comprehensive income within ‘Other
gains/(losses) — net’.

Changes in the fair value of debt securities denominated in foreign currency classified as available for sale are
analysed between translation differences resulting from changes in the amortised cost of the security and other
changes in the carrying amount of the security. Translation differences related to changes in amortised cost are
recognised in profit or loss, and other changes in carrying amount are recognised in other comprehensive income.
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Translation differences on non-monetary financial assets and liabilities such as equities held at fair value through
profit or loss are recognised in profit or loss as part of the fair value gain or loss. Translation differences on non-
monetary financial assets, such as equities classified as available for sale, are included in other comprehensive
income.

(c) Group companies

The results and financial position of all the group entities (none of which has the currency of a hyper-inflationary
economy) that have a functional currency different from the presentation currency are translated into the
presentation currency as follows:

(a) assets and liabilities for each balance sheet presented are translated at the closing rate at the date of that
balance sheet;

(b) income and expenses for each income statement are translated at average exchange rates (unless this
average is not a reasonable approximation of the cumulative effect of the rates prevailing on the
transaction dates, in which case income and expenses are translated at the rate on the dates of the
transactions); and

() all resulting currency translation differences are recognised in other comprehensive income.

Goodwill and fair value adjustments arising on the acquisition of a foreign entity are treated as assets and
liabilities of the foreign entity and translated at the closing rate. Currency translation differences arising are
recognised in other comprehensive income.

4.5 Property, plant and equipment

Property, plant and equipment comprise mainly buildings, leasehold improvements, motor vehicles, electronic
equipment, furniture and fixtures are stated at historical cost less accumulated depreciation and accumulated
impairment losses (if any). Historical cost includes expenditure that is directly attributable to the acquisition of
the items. Cost may also include foreign currency purchases of property, plant and equipment.

Subsequent costs are included in the asset’s carrying amount or recognised as a separate asset, as appropriate,
only when it is probable that future economic benefits associated with the item will flow to the Group and the
cost of the item can be measured reliably. The carrying amount of the replaced part is derecognised. All other
repairs and maintenance are charged to the combined statements of comprehensive income during the financial
period in which they are incurred.

Depreciation on property, plant and equipment is calculated using the straight-line method to allocate their cost
to their residual values over their estimated useful lives, as follows:

— Buildings 30-50 years

— Leasehold improvements Shorter of lease terms and estimated useful lives
— Motor vehicles 5 years

—  Electronic equipment 5 years

— Furniture and fixture 5 years

The assets’ residual values and useful lives are reviewed, and adjusted if appropriate, at the end of each reporting
period.

An asset’s carrying amount is written down immediately to its recoverable amount if the asset’s carrying amount
is greater than its estimated recoverable amount (Note 4.8).
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Gains and losses on disposals are determined by comparing the proceeds with the carrying amount and are
recognised within ‘Other gains/(losses) — net’ in the combined statements of comprehensive income.

Construction-in-progress (“CIP”) represents buildings, plant and machinery under construction or pending
installation and is stated at cost less accumulated impairment losses (if any). Cost includes the costs of
construction and acquisition and capitalised borrowing costs. No provision for depreciation is made on CIP until
such time as the relevant assets are completed and ready for intended use. When the assets concerned are
available for use, the costs are transferred to the respective categories of property, plant and equipment and
depreciated in accordance with the policy as stated above.

4.6 Prepaid land lease payments

Prepaid land lease payments are up-front payments to acquire long-term interest in the usage of land, which are
stated at cost less accumulated amortisation and accumulated impairment losses. Cost represents consideration
paid for the rights to use the land and other direct related costs from the date when the respective rights were
granted. Amortisation of prepaid land lease payments is calculated on a straight-line basis over the lease terms as
stated in the relevant land use right certificates granted for usage by the Group in the PRC or the best estimate
based on the normal terms in the PRC and is recognised in the combined statements of comprehensive income.

4.7 Intangible assets
Computer software

Acquired computer software licences are capitalised on the basis of the costs incurred to acquire and bring the
specific software into usage. These costs are amortised using the straight-line method over their estimated useful
lives varying from 5 to 10 years. Costs associated with maintaining computer software programmes are
recognised as expense as incurred.

4.8 Impairment of non-financial assets

Intangible assets that have an indefinite useful life or intangible assets not ready to use are not subject to
amortisation and are tested annually for impairment. Assets that are subject to amortisation are reviewed for
impairment whenever events or changes in circumstances indicate that the carrying amount may not be
recoverable. An impairment loss is recognised for the amount by which the asset’s carrying amount exceeds its
recoverable amount. The recoverable amount is the higher of an asset’s fair value less costs of disposal and value
in use. For the purposes of assessing impairment, assets are grouped at the lowest levels for which there are
separately identifiable cash flows (cash-generating units). Non-financial assets other than goodwill that suffered
an impairment are reviewed for possible reversal of the impairment at each reporting date.

4.9 Financial assets
4.9.1 Classification

The Group classifies its financial assets in the following categories: financial assets at fair value through profit or
loss, and loans and receivables. The classification depends on the purpose for which the financial assets were
acquired. Management determines the classification of its financial assets at initial recognition.

(a) Financial assets at fair value through profit or loss

Financial assets at fair value through profit or loss are financial assets held for trading. A financial asset is
classified in this category if acquired principally for the purpose of selling in the short term. Derivatives are also
categorised as held for trading unless they are designated as hedges. Assets in this category are classified as
current assets if expected to be settled within 12 months; otherwise, they are classified as non-current.
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(b) Loans and receivables

Loans and receivables are non-derivative financial assets with fixed or determinable payments that are not quoted
in an active market. They are included in current assets, except for the amounts that are settled or expected to be
settled more than 12 months after the end of the reporting period. These are classified as non-current assets. The
Group’s loans and receivables comprise ‘trade and other receivables’ and ‘cash and cash equivalents’ in the
balance sheet (Notes 4.13 and 4.14).

4.9.2 Recognition and measurement

Regular way purchases and sales of financial assets are recognised on the trade date — the date on which the
Group commits to purchase or sell the asset. Investments are initially recognised at fair value plus transaction
costs for all financial assets not carried at fair value through profit or loss. Financial assets carried at fair value
through profit or loss are initially recognised at fair value, and transaction costs are expensed in the combined
statement of comprehensive income. Financial assets are derecognised when the rights to receive cash flows from
the investments have expired or have been transferred and the Group has transferred substantially all risks and
rewards of ownership. Available-for-sale financial assets and financial assets at fair value through profit or loss
are subsequently carried at fair value. Loans and receivables are subsequently carried at amortised cost using the
effective interest method.

Gains or losses arising from changes in the fair value of the ‘financial assets at fair value through profit or loss’
category are presented in the combined statements of comprehensive income within ‘Other gains/(losses) — net’
in the period in which they arise. Dividend income from financial assets at fair value through profit or loss is
recognised in the combined statement of comprehensive income as part of other income when the Group’s right
to receive payments is established.

Changes in the fair value of monetary and non-monetary securities classified as available for sale are recognised
in other comprehensive income.

4.10 Offsetting financial instruments

Financial assets and liabilities are offset and the net amount reported in the balance sheet when there is a legally
enforceable right to offset the recognised amounts and there is an intention to settle on a net basis or realise the
asset and settle the liability simultaneously. The legally enforceable right must not be contingent on future events
and must be enforceable in the normal course of business and in the event of default, insolvency or bankruptcy of
the Company or the counterparty.

4.11 Impairment of financial assets
(a) Assets carried at amortised cost

The Group assesses at the end of each reporting period whether there is objective evidence that a financial asset
or group of financial assets is impaired. A financial asset or a group of financial assets is impaired and
impairment losses are incurred only if there is objective evidence of impairment as a result of one or more events
that occurred after the initial recognition of the asset (a ‘loss event’) and that loss event (or events) has an impact
on the estimated future cash flows of the financial asset or group of financial assets that can be reliably estimated.

Evidence of impairment may include indications that the debtors or a group of debtors is experiencing significant
financial difficulty, default or delinquency in interest or principal payments, the probability that they will enter
bankruptcy or other financial reorganisation, and where observable data indicate that there is a measurable
decrease in the estimated future cash flows, such as changes in arrears or economic conditions that correlate with
defaults.
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For loans and receivables category, the amount of the loss is measured as the difference between the asset’s
carrying amount and the present value of estimated future cash flows (excluding future credit losses that have not
been incurred) discounted at the financial asset’s original effective interest rate. The carrying amount of the asset
is reduced and the amount of the loss is recognised in the combined statements of comprehensive income. If a
loan or held- to-maturity investment has a variable interest rate, the discount rate for measuring any impairment
loss is the current effective interest rate determined under the contract. For practical experience, the Group may
measure impairment on the basis of an instrument’s fair value using an observable market price.

If, in a subsequent period, the amount of the impairment loss decreases and the decrease can be related
objectively to an event occurring after the impairment was recognised (such as an improvement in the debtor’s
credit rating), the reversal of the previously recognised impairment loss is recognised in the combined statements
of comprehensive income.

4.12 Derivative financial instruments

Derivatives are initially recognised at fair value on the date a derivative contract is entered into and are
subsequently re-measured at their fair value.

4.13 Trade and other receivables

Trade receivables are amounts due from students of university for services performed in the ordinary course of
business. If collection of trade and other receivables is expected in one year or less (or in the normal operating
cycle of the business if longer), they are classified as current assets. If not, they are presented as non-current
assets.

Trade and other receivables are recognised initially at fair value and subsequently measured at amortised cost
using the effective interest method, less allowance for impairment.

4.14 Cash and cash equivalents

In the combined statements of cash flows, cash and cash equivalents include cash at bank and on hand and short-
term bank deposits with original maturities of three months or less.

4.15 Share capital
Ordinary shares are classified as equity.

Incremental costs directly attributable to the issue of new shares or options are shown in equity as a deduction,
net of tax, from the proceeds.

4.16 Accruals and other payables

Accruals and other payables are obligations to pay for goods or services that have been acquired in the ordinary
course of business from suppliers. Accruals and other payables are classified as current liabilities if payment is
due within one year or less (or in the normal operating cycle of the business if longer). If not, they are presented
as non-current liabilities.

Accruals and other payables are recognised initially at fair value and subsequently measured at amortised cost
using the effective interest method.

4.17 Borrowings

Borrowings are recognised initially at fair value, net of transaction costs incurred. Borrowings are subsequently
carried at amortised cost; any difference between the proceeds (net of transaction costs) and the redemption value
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is recognised in the combined statements of comprehensive income over the period of the borrowings using the
effective interest method.

Fees paid on the establishment of loan facilities are recognised as transaction costs of the loan to the extent that it
is probable that some or all of the facility will be drawn down. In this case, the fee is deferred until the draw-
down occurs. To the extent there is no evidence that it is probable that some or all of the facility will be drawn
down, the fee is capitalised as a pre-payment for liquidity services and amortised over the period of the facility to
which it relates.

Borrowings are classified as current liabilities unless the Group has an unconditional right to defer settlement of
the liability for at least 12 months after the end of the reporting period.

4.18 Borrowing costs

General and specific borrowing costs directly attributable to the acquisition, construction or production of
qualifying assets, which are assets that necessarily take a substantial period of time to get ready for their intended
use or sale, are added to the cost of those assets, until such time as the assets are substantially ready for their
intended use or sale.

Investment income earned on the temporary investment of specific borrowings pending their expenditure on
qualifying assets is deducted from the borrowing costs eligible for capitalisation.

All other borrowing costs are recognised in profit or loss in the period in which they are incurred.

4.19 Current and deferred income tax

The tax expense for the period comprises current and deferred tax. Tax is recognised in the combined statements
of comprehensive income, except to the extent that it relates to items recognised in other comprehensive income
or directly in equity. In this case, the tax is also recognised in other comprehensive income or directly in equity,
respectively.

(a) Current income tax

The current income tax charge is calculated on the basis of the tax laws enacted or substantively enacted at the
balance sheet date in the countries where the Company’s subsidiaries and associates operate and generate taxable
income. Management periodically evaluates positions taken in tax returns with respect to situations in which
applicable tax regulation is subject to interpretation. It establishes provisions where appropriate on the basis of
amounts expected to be paid to the tax authorities.

(b) Deferred income tax

Inside basis differences

Deferred income tax is recognised, using the liability method, on temporary differences arising between the tax
bases of assets and liabilities and their carrying amounts in the combined financial statements. However, deferred
tax liabilities are not recognised if they arise from the initial recognition of goodwill, the deferred income tax is
not accounted for if it arises from initial recognition of an asset or liability in a transaction other than a business
combination that at the time of the transaction affects neither accounting nor taxable profit or loss. Deferred
income tax is determined using tax rates (and laws) that have been enacted or substantively enacted by the
balance sheet date and are expected to apply when the related deferred income tax asset is realised or the deferred
income tax liability is settled.
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Deferred income tax assets are recognised only to the extent that it is probable that future taxable profit will be
available against which the temporary differences can be utilised.

Outside basis differences

Deferred income tax liabilities are provided on taxable temporary differences arising from investments in
subsidiaries, associates and joint arrangements, except for deferred income tax liability where the timing of the
reversal of the temporary difference is controlled by the Group and it is probable that the temporary difference
will not reverse in the foreseeable future. Generally the Group is unable to control the reversal of the temporary
difference for associates. Only when there is an agreement in place that gives the Group the ability to control the
reversal of the temporary difference in the foreseeable future, deferred tax liability in relation to taxable
temporary differences arising from the associate’s undistributed profits is not recognised.

Deferred income tax assets are recognised on deductible temporary differences arising from investments in
subsidiaries, associates and joint arrangements only to the extent that it is probable the temporary difference will
reverse in the future and there is sufficient taxable profit available against which the temporary difference can be
utilised.

(c) Offsetting

Deferred income tax assets and liabilities are offset when there is a legally enforceable right to offset current tax
assets against current tax liabilities and when the deferred income tax assets and liabilities relate to income taxes
levied by the same taxation authority on either the taxable entity or different taxable entities where there is an
intention to settle the balances on a net basis.

4.20 Employee benefits
(a) Pension obligations

The entities within the Group registered in the PRC make employee benefit contributions based on certain
percentage of the salaries of the employees to a defined contribution retirement benefit plan and medical benefit
plan organised by relevant government authorities in the PRC on a monthly basis. The government authorities
undertake to assume the retirement benefit obligations payable to the existing and future retired employees under
these plans and the Group has no further obligation for post-retirement benefits beyond the contributions made.
Contributions to these plans are expensed as incurred. Assets of the plans are held and managed by government
authorities and are separate from those of the Group.

(b) Housing funds

The PRC employees of the Group are also entitled to participate in various government-sponsored housing funds.
The Group contributes on a monthly basis to those funds based on a certain percentage of the employee’s
salaries. The Group’s liabilities in respect of these funds is limited to the contributions payable in each period.
The non-PRC employees are not covered by the housing funds.

4.21 Provisions

Provisions are recognised when the Group has a present legal or constructive obligation as a result of past events;
it is probable that an outflow of resources will be required to settle the obligation; and the amount has been
reliably estimated. Provisions are not recognised for future operating losses.

Where there are a number of similar obligations, the likelihood that an outflow will be required in settlement is
determined by considering the class of obligations as a whole. A provision is recognised even if the likelihood of
an outflow with respect to any one item included in the same class of obligations may be small.
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Provisions are measured at the present value of the expenditures expected to be required to settle the obligation
using a pre-tax rate that reflects current market assessments of the time value of money and the risks specific to
the obligation. The increase in the provision due to passage of time is recognised as interest expense.

4.22 Revenue recognition

Revenue is measured at the fair value of the amounts received or receivable for the education services that we
provided in the normal course of business, net of cash discounts, financial assistance and refunded tuitions.

Service income includes tuition fees and boarding fees from university, high schools, middle schools, primary
schools and kindergartens of the Group.

Tuition and boarding fees received from university, high schools, middle schools, primary schools and
kindergartens are generally received in advance prior to the beginning of each school year, and are initially
recorded as deferred revenue. Tuition and boarding fees are recognised proportionately over the relevant period
of the applicable programme. The portion of tuition and boarding payments received from students but not
earned is recorded as deferred revenue. Amounts which will be earned within one year is reflected as a current
liability, and which will be earned beyond one year is reflected as a non-current liability.

4.23 Interest income

Interest income is recognised using the effective interest method. When a loan and receivable is impaired, the
Group reduces the carrying amount to its recoverable amount, being the estimated future cash flow discounted at
the original effective interest rate of the instrument, and continues unwinding the discount as interest income.
Interest income on impaired loans and receivables is recognised using the original effective interest rate.

4.24 Government grants

Grants from the government are recognised at their fair value where there is a reasonable assurance that the grant
will be received and the Group will comply with all attached conditions.

Government grants relating to costs are deferred and recognised in the combined statements of comprehensive
income over the period necessary to match them with the costs that they are intended to compensate.

Government grants relating to property, plant and equipment are included in non-current liabilities as deferred
government grants and are credited to the combined statements of comprehensive income on a straight-line basis
over the expected lives of the related assets.

4.25 Leases

Leases in which a significant portion of the risks and rewards of ownership are retained by the lessor are
classified as operating leases. Payments made under operating leases (net of any incentives received from the
lessor) are charged to the combined statements of comprehensive income on a straight-line basis over the period
of the lease.

4.26 Dividend distribution

Dividend distribution to the Company’s Shareholders is recognised as a liability in the Group’s and the
Company’s financial statements in the period in which the dividends are approved by the Company’s
Shareholders or Directors, where appropriate.
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5 Financial risk management
5.1 Financial risk factors

The Group’s activities expose it to a variety of financial risks: market risk (including interest rate risk), credit risk
and liquidity risk. The Group’s overall risk management programme focuses on the unpredictability of financial
markets and seeks to minimise potential adverse effects on the Group’s financial performance. The Group
regularly monitors its exposure and currently considers not necessary to hedge any of these financial risks. Risk
management is carried out by the senior management of the Group and approved by the executive Directors.

(a) Market risk
Interest rate risk

As the Group has no significant interest-bearing assets other than cash and cash equivalents, restricted cash, the
Group’s income and operating cash flows are substantially independent of changes in market interest rates.

The Group’s interest-rate risk arises from borrowings. Borrowings borrowed at variable rates expose the Group
to cash flow interest rate risk. Borrowings borrowed at fixed rates expose the Group to fair value interest rate
risk. During the Relevant Periods, the Group’s borrowings bore interest at variable rates.

At 31 August 2014, 2015 and 2016, if the interest rates on bank borrowings, deposits and bank balances had been
50 basis points higher/lower than the prevailing rate announced by People’s Bank of China, with all other
variables held constant, the Group’s profit for the year would have been RMBI1,170,000 higher/lower,
RMB1,502,000 lower/higher and RMB62,000 lower/higher respectively.

(b) Credit risk

The Group’s maximum exposure to credit risk in relation to financial assets is the carrying amounts of cash and
cash equivalents, restricted cash and trade and other receivables shown on combined balance sheets.

As at 31 August 2014, 2015 and 2016, 90%, 49% and 52% of the Group’s cash and cash equivalents and
restricted cash were held in state-owned financial institutions, which management believes are of high credit
quality. The rest are deposited in local banks with good reputation. Management does not expect any losses from
non-performance by these counterparties.

Credit risk is managed on a group basis. Credit risk arises from cash and cash equivalents and credit exposures to
customers, including outstanding trade and other receivables.

The Group has no significant concentrations of credit risk. The carrying amounts of receivables included in the
combined balance sheets represent the Group’s maximum exposure to credit risk in relation to these financial
assets. The Group assesses the credit quality of its customers by taking into account various factors including
their financial position, past experience and other factors. The utilisation of credit terms is regularly monitored
and management does not expect any losses from non-performance by these counterparties.

(c) Liquidity risk

To manage the liquidity risk, the Group monitors and maintains a level of cash and cash equivalents deemed
adequate by the management to finance the Group’s operations and mitigate the effects of fluctuations in cash
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flows. The Group expects to fund its future cash flow needs through internally generated cash flows from
operations and bank borrowings.

The maturity analysis of borrowings that shows the remaining contractual maturities is disclosed in Note 27.
Generally there is no specific credit period granted by the suppliers but the related payables are normally
expected to be settled within three months after receipt of goods or services.

As at 31 August 2014, 2015 and 2016, the Group has cash and cash equivalents and restricted cash of
approximately RMB259,440,000, RMB212,339,000 and RMB304,986,000 respectively (Note 21(a) and 21 (b))
and trade receivables of approximately RMB396,000, RMB742,000 and RMB35,000 respectively (Note 19) that
are expected to readily generate cash inflows for managing liquidity risk.

The table below analyses the Group’s financial liabilities into relevant maturity groupings based on the
remaining period at the balance sheet date to the contractual maturity date. The amounts disclosed in the table are
the contractual undiscounted cash flows including interest elements computed using contracted rate based on
rates at the end dates during the Relevant Periods.

Less than 1 Between 1 Between 2
year and 2years and 5 years Total

RMB’000 RMB’000 RMB’000 RMB’000

At 31 August 2014
Borrowings (principal plus interests) .. ................. 20,160 — — 20,160
Accruals and other payables (excluding non-financial
liabilities) . ...t 648,424 — — 648,424
Other non-current liabilities (principal plus interests) . . . ... — 11,000 61,000 72,000
668,584 11,000 61,000 740,584
At 31 August 2015
Borrowings (principal plus interests) .. ................. 380,455 56,327 93,542 530,324
Accruals and other payables (excluding non-financial
liabilities) . ......cii 176,527 — — 176,527
Other non-current liabilities (principal plus interests) . . . ... — 20,000 41,000 61,000
556,982 76,327 134,542 767,851
At 31 August 2016
Borrowings (principal plus interests) . .................. 134,597 86,250 116,508 337,355
Accruals and other payables (excluding non-financial
liabilities) ........c..o ot 120,343 — — 120,343
Other non-current liabilities (principal plus interests) . . . . . . — 41,000 — 41,000

254,940 127,250 116,508 498,698

5.2 Capital management

The Group’s primary objectives when managing capital are to safeguard the Group’s ability to continue as a
going concern in order to provide returns for shareholders and benefits for other stakeholders and to maintain an
optimal capital structure to reduce the cost of capital. The Group’s strategy remains constant throughout the
Relevant Periods.

The capital structure of the Group consists of net debt, which includes borrowings, cash and cash equivalents,
and equity attributable to owner of the parent, comprising capital, reserves and retained earnings.
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The Directors review the capital structure on a continuous basis taking into account the cost of capital and the
risks associated with each class of capital. Based on recommendations of the Directors, the Group will balance its
overall capital structure through raising new debts as well as redemption of the existing debt.

The Group monitors its capital structure on the basis of liability-to-asset ratio, which is calculated as total
liabilities divided by total assets. The liability-to-asset ratio of the Group as at 31 August 2014, 2015 and 2016
was as follows:

As at 31 August
2014 2015 2016
The liability-t0-asset ratio . ... ... oottt et 72.1% 69.4% 55.2%

5.3 Fair value estimation

The table below analyses the Group’s financial instruments carried at fair value as at 31 August 2014, 2015 and
2016 by level of the inputs to valuation techniques used to measure fair value. Such inputs are categorised into
three levels within a fair value hierarchy as follows:

e Quoted prices (unadjusted) in active markets for identical assets or liabilities (level 1).

e Inputs other than quoted prices included within level 1 that are observable for the asset or liability, either
directly (that is, as prices) or indirectly (that is, derived from prices) (level 2).

e Inputs for the asset or liability that are not based on observable market data (that is, unobservable inputs)
(level 3).

The following table presents the Group’s financial assets that are required to be measured at fair value as at
31 August 2014, 2015 and 2016.

Level 2 Level 3
RMB’000 RMB’000

At 31 August 2014
Assets
Financial instruments at fair value through profitorloss ............ ... ... ... .... — —

Total assets . . ... ... — —

At 31 August 2015
Assets
Financial instruments at fair value through profitorloss .............. .. .. ... .. .... 242 60,003

Total aSSets . . .. ... . 242 60,003

At 31 August 2016
Assets
Financial instruments at fair value through profitorloss ........................... — —

Total assets . . ... — —
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The following table presents the movement in level 2 and level 3 instruments for the years ended 31 August

2014, 2015 and 2016.

Derivative
financial Financial
instruments products as
for interest designed by
rate swap  a financial
contract  institution

(level 2) (level 3)

RMB’000 RMB’000
Balance at 1 September 2013 . ... .. ... ... .. .. .. ... — 15,800
AddItiONS . . . oo — 2,600
SetleMENLS . ...ttt e — (18,596)
Gains and losses recognised in profitorloss (Note 9) .......... ... .. .. ... ... — 196
Balance at 31 August 2014 ... ... . ... — —
Total gains or losses for the year included in profit or loss, under ‘Other gains/

(losses) —mnet” (NOtE 9) ..ottt e e e e — 196
Balance at 1 September 2014 . . ... ... ... .. ... — —
AddItIONS . . . oo — 100,000
SettlemMEeNtS . .. ..o e — (40,142)
Gains and losses recognised in profitorloss (Note 9) .......... ... ... .. ... .... 242 145
Balance at 31 August 2015 .. ... .. ... .. 242 60,003
Total gains or losses for the year included in profit or loss, under ‘Other gains/

(losses) —mnet” (NOtE 9) ..ottt et e — 142
Changes in unrealised gains or losses for the year included in profit or loss at the end

of theyear (NOte 9) . . . ..ottt 242 3
Balance at 1 September 2015 . .. ... ... .. .. ... .. ... 242 60,003
AddItIONS . . . oo — 45,000
Settlements . ... ... (196)  (106,536)
Gains and losses recognised in profitor loss Note 9) . ......... ... ... ... ..... (46) 1,533
Balance at 31 August 2016 .. ... .. . . — —
Total gains or losses for the year included in profit or loss, under ‘Other gains/

(losses) —mnet’ (NOte Q) .. ..ot e e (46) 1,533

As at 31 August 2014, 2015 and 2016, the carrying amounts of the Group’s financial assets, including cash and
cash equivalents, restricted cash and trade and other receivables, and financial liabilities, including accruals and
other payables, short-term borrowings, approximate their fair values due to the short maturities. The carrying
amount of the Group’s non-current borrowings approximate their fair values due to their floating interest rates

they carried.

The fair value of the financial assets are fair value through profit or loss which is estimated by discounting the
future cash flows at the current market interest rate available for similar financial instruments.

6 Critical accounting estimates and judgements

Estimates and judgements are continually evaluated and are based on historical experience and other factors,
including expectations of future events that are believed to be reasonable under the circumstances.

The Group makes estimates and judgements concerning the future. The resulting accounting estimates will, by
definition, seldom equal the related actual results. The estimates and assumptions that have a significant risk of
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causing a material adjustment to the carrying amounts of assets and liabilities within the next financial year are
addressed below.

(a) Contractual Arrangements

The Group conducts a substantial portion of the business through the Consolidated Affiliated Entities in the PRC
due to regulatory restrictions on the foreign ownership in the Group’s schools in the PRC. The Group does not
have any equity interest in the Consolidated Affiliated Entities. The Directors assessed whether or not the Group
has control over the Consolidated Affiliated Entities, has rights to variable returns from its involvement with the
consolidated affiliated entities and has the ability to affect those returns through its power over the Consolidated
Affiliated Entities has rights to variable returns from its involvement with the consolidated affiliated entities and
has the ability to affect those returns through its power over the Consolidated Affiliated Entities. After
assessment, the Directors concluded that the Group has control over the Consolidated Affiliated Entities as a
result of the Contractual Agreements and accordingly the financial position and their operating results of the
Consolidated Affiliated Entities are included in the Group’s combined financial statements throughout the
Relevant Periods or since the respective dates of incorporation/establishment, whichever is the shorter period.

Nevertheless, the Contractual Agreements may not be as effective as direct legal ownership in providing the
Group with direct control over the Consolidated Affiliated Entities and uncertainties presented by the PRC legal
system could impede the Group’s beneficiary rights of the results, assets and liabilities of the Consolidated
Affiliated Entities. The Directors, based on the advice of its other legal counsel, consider that the Contractual
Agreements among the Consolidated Affiliated Entities and their equity shareholders are in compliance with the
relevant PRC laws and regulations and are legally enforceable.

(b) Income taxes

Significant judgement is required in interpreting the relevant tax rules and regulation so as to determine whether
our Group is subject to corporate income tax. This assessment relies on estimates and assumptions and may
involve a series of judgements about future events. New information may become available that causes our
Group to change its judgement regarding the adequacy of the tax liabilities. Such changes to tax liabilities will
impact tax expense in the period that such determination is made.

(c) Useful life and recoverability of prepaid land lease payments

The Group’s management determines the estimated useful lives and the amortisation method in determining the
related amortisation charges for its prepaid land lease payments. This estimate is based on the management’s
experience of the actual practice of similar nature and functions and normal terms in the PRC. In addition,
management assesses impairment whenever events or changes in circumstances indicate that the carrying amount
of an item of prepaid land lease payments may not be recoverable. Management will increase the amortisation
charge where useful lives are estimated to be shorter than previously estimated, or will write off or write down
obsolete assets that have been abandoned or impaired. As at 31 August 2014, 2015 and 2016, the carrying
amount of prepaid land lease payments are RMB224,872,000, RMB230,647,000 and RMB224,693,000
respectively. Any change in these estimates may have a material impact on the results of the Group.

7 Segment information
The Group is principally engaged in the provision of private formal education from kindergarten to university

non-vocational education service in Henan province of the PRC.

The Owner and other Directors upon completion of the Reorganisation are identified as the chief operating
decision-maker (the “CODM?”) of the Group. Management has determined the operating segments based on the
information reviewed by the CODM for the purposes of allocating resources and assessing performance.
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The CODM considers the business from the service perspective. When the Group companies have similar
economic characteristics, and the segments are similar in each of the following respects: (i) the nature of the
services; (ii) the type or class of students for their services; (iii) the methods used to provide their services; and
(iv) if applicable, the nature of the regulatory environment, the Group’s operating segments are aggregated. In
the view of CODM, the Group is principally engaged in three different segments which are subject to different
business risks and different economic characteristics and the Group’s operating and reportable segments for
segment reporting purpose are Kindergartens, Grade 1-12 and University respectively.

The accounting policies of the operating segments are described in Note 4.3.

For the purposes of monitoring segment performances and allocating resources between segments, segment
results represent the profit before tax earned by each segment. This is the measure reported to the CODM for the
purposes of resource allocation and assessment of segment performance.

Assets and liabilities dedicated to a particular segment’s operations are included in that segment’s total assets and
liabilities.

The Group’s principal market is Henan province of the PRC, all of the Group’s revenue and operating profit are
derived within Henan province of the PRC, and all of the Group’s operations and non-current assets are located
in Henan province of the PRC. Due to the similar risks and returns, the CODM considers the Listing Business as
one geographic location. Accordingly, no geographical segment information is presented.

The Group has a large number of customers, no single customer accounted for more than 10% of the Group’s
total revenue for the years ended 31 August 2014, 2015 and 2016.
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The segment information provided to the CODM for the reportable segments for the Relevant Periods are as
follows:

Inter-segment
Kindergartens Grade 1-12 University Unallocated elimination Total

RMB’000 RMB’000 RMB’000 RMB’000 RMB’000 RMB’000

For the year ended 31 August

2014
Revenue .................... 32,278 331,129 235,930 — — 599,337
Costofrevenue . .............. (19,368)  (184,138) (128,989) — —  (332,495)
Gross profit ................. 12,910 146,991 106,941 — — 266,842
Selling expenses . ............. (805) (442) (2,763) — — (4,010)
Administrative expenses . . . ... .. (3,727) (22,772) (8,638) (11,119) — (46,256)
Otherincome ................ 53 6,143 1,424 244 — 7,864
Other gains/(losses) —net ... ... 752 547 25 (450) — 874
Operating profit ............. 9,183 130,467 96,989 (11,325) — 225314
Finance income/(expenses) —

Net ..o 79 (18,406) 504 337 —  (17,486)
Profit before income tax . . . .. .. 9,262 112,061 97,493 (10,988) — 207,828
As at 31 August 2014
Total assets .................. 86,565 1,414,706 920,021 992,688  (1,596,908) 1,817,072
Total liabilities ............... 65,545 1,013,209 324,964 1,330,796  (1,424,149) 1,310,365
Other segment information
Additions to non-current assets . . 7,649 203,655 11,612 6,425 — 229,341
Depreciation and

amortisation(Note 10) ........ (2,195) (24,381)  (28,193) (2,118) —  (56,887)

Gains/(losses) on disposal of
property, plant and

equipment(Note 9) .......... 752 360 (239) 741 — 1,614
Gains on disposal of prepaid land
lease payments (Note 9) ... ... — — 264 — — 264
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Inter-segment

Kindergartens Grade 1-12 University Unallocated  elimination Total
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
For the year ended 31 August

2015
Revenue ................... 42,525 374,979 280,202 — — 697,706
Costofrevenue ............. (24,595)  (212,381) (142,428) — — (379,404)
Gross profit ................ 17,930 162,598 137,774 — — 318,302
Selling expenses . ............ (604) (250) (3,541) — — (4,395)
Administrative expenses . .. ... (4,655) (27,102) (9,084) (13,442) —  (54,283)
Other income . .............. — 8,636 770 128 — 9,534
Other (losses)/gains —net . . . . . (15) 51 (153,760) 79 — (153,645)
Operating profit ............ 12,656 143933  (27,841)  (13,235) — 115,513
Finance income/(expenses) —

11 54 (5,763)  (15,738) (2,866) —  (24,313)
Profit before income tax ... .. 12,710 138,170  (43,579) (16,101) — 91,200
As at 31 August 2015
Total assets . ................ 101,409 1,534,792 1,274,102 1,279,451  (2,233,747) 1,956,007
Total liabilities .............. 77,333 1,328,678 778,416 1,233,661  (2,059,988) 1,358,100
Other segment information
Additions to non-current assets . . 3,072 144,831 35,499 175 — 183,577
Depreciation and amortisation

(Note 10) . ............... (3,305) (32,209) (28,519) (2,255) —  (66,288)
Losses on disposal of property,

plant and equipment

(Note9) ................. (10) (20) (132) — — (162)
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Inter-segment
Kindergartens Grade 1-12 University Unallocated  elimination Total

For the year ended 31 August

2016

Revenue .................
Costof revenue ...........

Gross profit .............

Selling expenses ..........
Administrative expenses . . ..
Other income .............

Other (losses)/ gains — net

Operating profit . ... ......

Finance income/(expenses) —
net ........ooeiinin....

Profit before income tax

As at 31 August 2016

Total assets . .............
Total liabilities . ...........
Other segment information

RMB’000 RMB’000 RMB’000 RMB’000 RMB’000 RMB’000

..... 51,007 435,773 294,551 — — 781,331
..... (29,230) (237,860) (108,043) — — (375,133)
..... 21,777 197913 186,508 — 406,198
..... (38) (707)  (3,451) — — (4,196)
..... 6,011)  (28,837) (11,997)  (23,576) — (70,421)
..... — 5,637 618 187 6442
..... ) 431) 723 (622) — (337)
..... 15,721 173,575 172,401  (24,011) — 337,686
..... 30 (11,016) (14,943) (81) — (26,010)
..... 15,751 162,559 157,458  (24,092) — 311,676

..... 123,840 1,537,059 1,174,785 1,243,085  (2,050,361) 2,028,408
..... 84,174 1,136,180 522,168 1,252,839  (1,876,601) 1,118,760

Additions to non-current assets . . .. 2,478 50,307 69,522 1,242 — 123,549
Depreciation and amortisation

Note 10) ... vvvviiin. .. (3,931) (38,613) (29,474) (1,994) —  (74,012)
(Losses)/gains on disposal of

property, plant and equipment

(Note9) ...t (7) (640) (764) 190 — (1,221)
Gains on disposal of prepaid land

lease payments (Note 9) ....... — 209 — — — 209
8 Other income

Year ended 31 August
2014 2015 2016

Government grants and subsidies
Others ...................

RMB’000 RMB’000 RMB’000
.................................... 7,350 9,000 5,775

...................................... 514 534 667

7,864 9,534 6,442
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9 Other gains/(losses) — net

Year ended 31 August
2014 2015 2016
RMB’000 RMB’000 RMB’000
Gains/(losses) on disposal of property, plant and equipment .............. 1,614 (162) (1,221)
Gains on disposal of prepaid land lease payments ... .................... 264 — 209
Termination fee@ . .. ... ... . . . —  (153,870) —
Loss ondisposal of asubsidiary . ..............coiiiiiiniiniiii.. — — (812)
Donation . ... ... (1,200) — —
Gains on disposal of financial products as designed by a financial
INSHEULION . . .ottt et e e e e et e 196 142 1,533
Fair value gains/(losses) on financial instruments:
— Financial products as designed by a financial institution ............... — 3 —
— Derivative financial instruments for interest rate swap contract . .. ....... — 242 (46)
874 (153,645) 337)
(a) YuHua Investment Management entered into an cooperation agreement with Henan Polytechnic University (1 2 T £ (“HPU”)

for 30 years in 2008. Based on the agreement, HPU provided certain management services and licensing right to the Wanfang
College of Science & Technology, Henan Polytechnic University in return for an annual fee. Please refer to note 10 (a) for the
details. For strategic and commercial reasons, YuHua Investment Management entered into a termination agreement with HPU to
terminate the cooperation in July 2015. Pursuant to the agreement, YuHua Investment Management paid a termination fee amounted
to approximately RMB153,870,000.

10 Expenses by nature
Year ended 31 August
2014 2015 2016
(RMB’000) (RMB’000) (RMB’000)
Employee benefit expenses (Note 11) ........ ... ... ... ... .. .... 142,001 183,051 220,511
Depreciation of property, plant and equipment (Note 16) ............. 52,599 61,064 68,657
Amortisation of prepaid land lease payments (Note 15) .............. 4,095 4,983 5,119
Amortisation of intangible assets (Note 17) .......... ... ... .. ..... 193 241 236
Canteen expenditure . ... ... ......outvten et 42,846 32,778 27,095
Annual fee®@ ... 37,240 40,656 963
Student training and scholarship expenses ......................... 23,259 30,246 24,107
School consumables . ............ .. . . 18,712 22,818 26,900
UtIHES EXPENSES v v vt ottt et et ettt e e et e e 17,066 18,315 18,177
Marketing eXpenses . . . .o v v v vttt e 3,684 3,984 3,654
Operating lease payments ... ............c.iuiunininennenenen .. 1,454 4,179 3,409
Expenses in relation to the Listing . ........ ... .. ... ... .. .. .... — — 10,380
OffiCE EXPENSES . . v v vttt et e e e e 11,719 10,815 11,588
Travel and entertainment €XPENSes . . ... vvv vt vt v, 6,071 5,711 6,709
Auditors’ remuneration
— AUdIt SEIVICES . o oottt et 75 85 85
— Non-audit SEIVICES . .\t v ettt e e e — — —
Other EXPENSES . . v\ttt et e e e e e 21,747 19,156 22,160
382,761 438,082 449,750
(a) YuHua Investment Management entered into the Henan Polytechnic University Cooperation Agreement (“HPU Cooperation

Agreement”) with Henan Polytechnic University in 2008, pursuant to which YuHua Investment Management took over control of
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the Wanfang College of Science & Technology Henan Polytechnic University the predecessor of the university. Pursuant to the HPU
Cooperation Agreement, YuHua Investment Management paid an annual fee in each school years from 1 September 2013. During
the year ended 31 August 2014, 2015 and 2016, the annual fee amounted to approximately RMB36,000,000, RMB39,500,000 and
nil respectively, which has been recognised as ‘Cost of revenue’ in the combined statements of comprehensive income.

11 Employee benefit expenses
Year ended 31 August
2014 2015 2016
RMB’000 RMB’000 RMB’000
Wages, salaries and bonuses . ............. i 125,743 158,903 186,433
Contributions to pension plan® . . ... ... .. ... ... . . 8,779 12,697 19,565
Welfare and other eXpenses . ...........uutnti e, 7,479 11,451 14,513

142,001 183,051 220,511

Employee benefit expenses were charged in the following categories in the combined statements of
comprehensive income:

Year ended 31 August
2014 2015 2016
RMB’000 RMB’000 RMB’000
COStOf TEVENUE . . . o oo e e e, 115,886 148,487 181,201
AdmINiStrative XPENSES . . « . v vttt et et e 25,789 34,153 38,768
Selling EXPENSES . . o . vttt ettt 326 411 542

142,001 183,051 220,511

(a) Contributions to pension plan

The employees of the Group in the PRC are members of a state-managed pension obligations operated by the
PRC Government. The Group is required to contribute a specified percentage of payroll costs as determined by
respective local government authority to the pension obligations to fund the benefits. The only obligation of the
Group with respect to the retirement benefits scheme is to make the specified contributions under the scheme.

(b) Five highest paid individuals

The five individuals whose remunerations were the highest in the Group for the years ended 31 August 2014,
2015 and 2016 include one, one and one Director, whose remuneration are included in the analysis presented in
Note 32. Details of the remunerations of the remaining highest paid non-director individuals during the Relevant
Periods are set out as below:

Year ended 31 August
2014 2015 2016
(RMB’000) (RMB’000) (RMB’000)
Wages, salaries and bonuses . .. ...t 903 960 1,056
Contributions to pensionplan .............. ... 16 19 24
Welfare and other eXpenses . .............iuiiiieinnnennenen.. 12 11 14
931 990 1,094
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The number of highest paid non-director individuals whose remunerations for each of the years fell within the
following band is as follows:

No. of individuals

Year ended 31 August
2014 2015 2016

Emolument band
Nil to HK$ 1,000,000 . ... ..ot 4 4 4

During the Relevant Periods, none of the five highest paid individuals waived or has agreed to waive any
emoluments, and none of the five highest paid individuals received emoluments from the Group as inducement to
join or upon joining the Group, or as compensation for loss of office.

12 Finance expenses — net

Year ended 31 August

2014 2015 2016
RMB’000 RMB’000 RMB’000

Finance income

Interest income from deposits . ....... ..ot 2,820 3,612 1,328
Finance expenses:
INterest EXPenSes . ... ..ottt e (22,753)  (26,070)  (29,888)
Other charges .. ... ... — (5,780) —
Net foreign exchange ains . ..............iuiiiinineinnenannenen.. — — 48
(22,753)  (31,850) (29,840)
Less: interests capitalised on qualifying assets ......................... 2,447 3,925 2,502
(20,306)  (27,925) (27,338)
Finance expenses —met .............. ... .. .. i (17,486) (24,313) (26,010)
13 Income tax expense

Year ended 31 August

2014 2015 2016
RMB’000 RMB’000 RMB’000
Current tax on profits forthe year .......... ... .. .. . .. .. .. ... ..., — — —
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The taxation on the Group’s profit before income tax differs from the theoretical amount that would arise using
the taxation rate of PRC, the principal place of the Group’s operations, as follows:

Year ended 31 August

2014 2015 2016
RMB’000 RMB’000 RMB’000
Profit before inCoOmMe tax . . . ...t 207,828 91,200 311,676
Tax calculated at a taxation rate of 25% or relevant domestic tax rate
applicable to profits in the respective countries . ...................... 51,957 22,800 77,919
Tuition profit not subject to tax (V) .. ... vttt (51,957) (22,800) (77,919)
@) Cayman Islands profits tax

The Company was incorporated in the Cayman Islands as an exempted company with limited liability under the
Companies Law of the Cayman Islands and accordingly, is exempted from Cayman Islands income tax.

(i1) British Virgin Islands profit tax

The Company’s direct subsidiary in the British Virgin Islands was incorporated under the BVI Companies Act,
2004 and accordingly, is exempted from British Virgin Islands income tax.

(iii)  Hong Kong profit tax

No provision for Hong Kong profit tax was provided as the Company and the Group did not have assessable
profits in Hong Kong during the Relevant Periods.

(iv)  PRC corporate income tax (“CIT”)

CIT is provided on assessable profits of entities incorporation in the PRC. Pursuant to the Corporate Income Tax
Law of the PRC (the “CIT Law”), which was effective from 1 January 2008, the CIT was 25% during the
Relevant Periods.

According to the Implementation Rules for the Law for Promoting Private Education, private schools for which
the sponsors do not require reasonable returns are eligible to enjoy the same preferential tax treatment as public
schools. As a result, private schools providing academic qualification education are eligible to enjoy income tax
exemption treatment if the sponsors of such schools do not require reasonable returns. All schools of the Group
have been granted corporate income tax exemption for the tuition income from relevant local tax authorities.

14 Earnings per share

No earnings per share is presented as the Financial Information is prepared on a combined basis as detailed in
Note 2 above.
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15 Prepaid land lease payments

As at 31 August
2014 2015 2016

At beginning of the year

RMB’000 RMB’000 RMB’000

GOS8t ettt 188,488 244288 255,046
Accumulated amortisation . ... ........ ..t (15,584) (19,416) (24,399)
Netbook amount ........... .. ... .. . . .. . . . 172,904 224,872 230,647
Opening net bookamount ..................... ... ... .. .......... 172,904 224,872 230,647
AddItions . ... e 58,435 10,758 —
Disposal .. ... 2,372) — (835)
Amortisation (Note 10) ... (4,095) (4,983) (5,119)
Closing net book amount ................. ... ... ... ............. 224,872 230,647 224,693
At end of the year

L0 ] P 244288 255,046 254,001
Accumulated amortisation ... ...........i it (19,416) (24,399) (29,308)
Netbook amount . ............. . . ... . . . . .. 224,872 230,647 224,693
(a) The Company’s land use rights are either purchased from or allocated by the government.

(b) For those purchased land use rights, the amounts are amortised on a straight-line basis over lease terms as stated in the relevant land

use right certificates. Amortisation was charged to cost of revenue in the combined statements of comprehensive income.

(c) As at 31 August 2014, 2015 and 2016, the carrying amount of prepaid land lease payments without land use right certificates were
RMB 133,468,000, RMB 59,856,000 and RMB58,514,000, respectively. The Group is in the process to obtain the certificates.

(d) The carrying value of the land use right allocated by the government of RMB203,969,000, RMB210,177,000 and RMB204,654,000
as at 31 August 2014, 2015 and 2016, respectively, has no definite life of use stated in the relevant land use right certificates. The
estimated useful lives is 50 years which is the best estimate based on the normal terms in the PRC. However, without the relevant
administrative authorities’” permission, the Group cannot transfer, lease or mortgage such land use right allocated by the government.
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16 Property, plant and equipment

Buildings improvements

Leasehold

Motor Electronic
vehicles equipment

Furniture Construction

and fixtures

in progress Total

At 1 September 2013

Cost..ooviii i
Accumulated depreciation

Net book amount ............

Year ended 31 August 2014
Opening net book amount
Additions . ......... ... ...
Transfer upon completion
Disposals ...................
Depreciation charge (Note 10)

Closing net book amount

At 31 August 2014

Cost..ooviiii
Accumulated depreciation

Net book amount ............

Year ended 31 August 2015
Opening net book amount
Additions . ......... ... ...
Transfer upon completion
Disposals ...................
Depreciation charge (Note 10)

Closing net book amount

At 31 August 2015

Cost..ooiiiiii
Accumulated depreciation

Net book amount ............

Year ended 31 August 2016
Opening net book amount
Additions . ......... ... ...
Transfer upon completion
Disposals ...................
Disposal of a subsidiary
Depreciation charge (Note 10)

Closing net book amount

At 31 August 2016

COSt o v e
Accumulated depreciation

Net book amount ............

RMB’000 RMB’000 RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
1,179,749 — 14,869 62,243 61,470 15,598 1,333,929
(82,747) — (8352)  (24,807) (21,804) — (137,710
1,097,002 — 6,517 37,436 39,666 15,598 1,196,219
1,097,002 — 6,517 37,436 39,666 15,598 1,196,219
7,363 8,924 4,184 15,672 10,214 111,859 158,216
108,976 3,795 — — — (112,771) —
(2,066) — (214) (289) (211) — (2,780)
(27,237) (1274)  (2,693)  (10,130) (11,265) —  (52,599)
1,184,038 11,445 7,794 42,689 38,404 14,686 1,299,056
1,293,792 12,719 16,733 76,973 71,134 14,686 1,486,037
(109,754) (1274)  (8,939)  (34,284) (32,730) —  (186,981)
1,184,038 11,445 7,794 42,689 38,404 14,686 1,299,056
1,184,038 11,445 7,794 42,689 38,404 14,686 1,299,056
5,500 1,546 15,025 13,699 135,235 171,005

134,965 3,577 — — — (138,542) —
— — — (113) (56) — (169)
(31,664) (3.426)  (2,609)  (10,481) (12,884) —  (61,064)
1,287,339 17,096 6,731 47,120 39,163 11,379 1,408,828
1,428,757 21,796 18,279 91,759 84,659 11,379 1,656,629
(141,418) (4,700)  (11,548)  (44.,639) (45,496) —  (247.801)
1,287,339 17,096 6,731 47,120 39,163 11,379 1,408,828
1,287,339 17,096 6,731 47,120 39,163 11,379 1,408,828
3,490 — 1,903 13,304 16,078 91,730 126,505
98,992 — — — — (98,992) —
(59) (47) (106) (1,012) (413) — (1,637)

_ _ — (13) — (13)

(36,412) 4372)  (2,560)  (11,074) (14,239) —  (68,657)
1,353,350 12,677 5,968 48,338 40,576 4,117 1,465,026
1,531,175 21,751 18,531 101,088 97,959 4,117 1,774,621
(177,825) (9,074)  (12,563)  (52,750) (57,383) —  (309,595)
1,353,350 12,677 5,968 48,338 40,576 4,117 1,465,026

(a) Depreciation charges were charged to the combined statements of comprehensive income as follows:

Year ended 31 August

2014 2015 2016

(RMB’000) (RMB’000) (RMB’000)

CoStOf IrEeVENUE . . . oo 49,188 56,481 63,744
AdmInistrative XPENSES . . . . v vv v vttt e 3,411 4,583 4913
52,599 61,064 68,657
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(b) Construction-in-progress as at 31 August 2014, 2015 and 2016 mainly comprises buildings being
constructed in the PRC.

(©) The Group has capitalised borrowing costs amounting to RMB2,447,000, RMB3,925,000 and
RMB2,502,000 on qualifying assets (Note 12), and the borrowing costs were capitalised at the weighted
average rate of its specific and general borrowings of 9.2%, 6.9% and 6.1% for the years ended 31 August
2014, 2015 and 2016 respectively.

(d) There was no property, plant and equipment of the Group pledged as security for bank borrowing as at
31 August 2014, 2015 and 2016.

(e) As at 31 August 2014, 2015 and 2016, the carrying amount of buildings without building ownership
certificates were RMB892,502,000, RMB969,685,000 and RMB1,035,294,000, respectively. The Group
is in the process to obtain the certificates.

17 Intangible assets

Software
RMB’000

At 1 September 2013

[0 7 1,307

Accumulated amOrtiSatioN . . ... ... ...ttt e (252)

Net book amount . ........... ... . 1,055

Year ended 31 August 2014

Opening net book amOUNt . . . .. ... . e 1,055

AddItIONS . . oo 309

Amortisation (Note 10) . ... .. (193)

Closing net book amount . . ............. .. .. . . . . 1,171

At 31 August 2014

GOt e et 1,616

Accumulated amOTtiSAtION . . ... ..ttt ettt (445)

Net booKk amount . ... ... .. 1,171

Year ended 31 August 2015

Opening net book amMOUNt . .. .. .. .t 1,171

AddItIONS . . ..o 544

Amortisation (Note 10) ... ... . (241)

Closing net book amount . . ........... .. . . . 1,474

At 31 August 2015

G0t ettt 2,160

Accumulated amOrtiSation . . ... ... ... ...t (686)

Net booKk amoOUNt . . ... ... 1,474
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Software

RMB’000
Year ended 31 August 2016
Opening net bOOK amMOUNLt . . . ... ..o e 1,474
AdAIONS . oo e 554
Amortisation (Note 10) .. ... . (236)
Closing net book amount . .. ... .. .. . 1,792
At 31 August 2016
[0 7 2,714
Accumulated amoOrtiSation . . . ... ...ttt 922)
Net book amount . .. ... ... e 1,792

Amortisation of the Group’s intangible assets were charged in the following categories in the combined
statements of comprehensive income as follows:

Year ended 31 August
2014 2015 2016
RMB’000 RMB’000 RMB’000
COStOf TEVENUEL . . . o ottt et e e e 123 156 151
AdmInistrative XPENSES . .« v vttt et e e 70 85 85
193 241 236

18 Other non-current assets
As at 31 August

2014 2015 2016
RMB’000 RMB’000 RMB’000
Prepayments of rental eXpenses . .............c. i 12,217 15,767 13,766
Prepayments for prepaid land lease payment .. ........... .. ... .. .. ..... 5,789 6,571 6,571
Prepayments for purchase of property, plant and equipment .. ............. 4,571 1,509 —
Rental deposits . ......o.i it 250 250 250

22,827 24,097 20,587
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19 Trade and other receivables

As at 31 August

2014 2015 2016
RMB’000 RMB’000 RMB’000

Trade receivables (a)

Due from students . .......... ... 396 742 35
Other receivables
Due from related parties (Note 31) ........... ... ... ... — 6,954 —
DepOSItS . .ot 1,207 1,297 1,359
Staff advance . ... ... .. 1,666 174 1,668
Interest receivables ... ... ... — 685 —
OtheTS ot 606 1,253 930
3,479 10,363 3,957
Prepayments
Prepaid eXpenses . ... 4,337 3,977 3,903
Prepayments to Suppliers . ............i i 1,494 3,295 109
5,831 7,272 4,012
Accrued expenses in relation to the Listing (b) ....................... — — 3,320

9,706 18377 11,324

(a) The Group’s trade receivables were denominated in RMB and the carrying amounts approximated their
fair values.

(b) The listing expenses that are attributable to the issuance of new shares are accrued during the listing
process and will be deducted from equity when issuing new shares.

As at 31 August 2014, 2015 and 2016, the aging analysis of the trade receivables based on the recognition date is
set as followings:

As at 31 August
2014 2015 2016
RMB’000 RMB’000 RMB’000
Lessthan 1 year .. ... ... . e 396 742 35
396 742 35

As at 31 August 2014, 2015 and 2016, there were no past due balances of trade receivables.

(©) As at 31 August 2014, 2015 and 2016, all trade and other receivables were denominated in RMB.

(d) As at 31 August 2014, 2015 and 2016, the fair values of trade and other receivables, except the
prepayments which are not financial assets of the Group, approximated their carrying amounts.
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20 Financial instruments at fair value through profit or loss
As at 31 August
2014 2015 2016
RMB’000 RMB’000 RMB’000
Financial products as designed by a financial institution (a) ............... — 60,003 —
Derivative financial instruments for interest rate swap contract (b) ......... — 242 —
— 60,245 —
(a) During the years ended 31 August 2014, 2015 and 2016, the gain on settlements of financial assets at fair
value through profit or loss amounted to approximately RMB196,000, RMB 142,000 and RMB 1,533,000
respectively, which has been recognised as ‘Other gains/(losses) — net” (Note 9) in the combined
statement of comprehensive income.
The fair value of the financial instruments at fair value through profit or loss is determined by using the
valuation technique of discounting the future cash flows at the expected yield rate with reference to the
benchmark yield rate of the financial investment products of banks.
(b) The table below set forth the key terms of the RMB interest rate swap contract:
Key terms: RMB interest rate swap contract
Tradedate ........... .. .. .. .. ... . .. .. ... 14 January 2015
Interest startingdate .. ............. .. .. ... .... 6 January 2015
Expirationdate ........... ... ... .. .. ... 6 January 2016
Notional principal amount ..................... RMB100.0 million
Fixed interest rate of the Company .............. 6.44% annum
Floating interest rate of the Counterparty ......... Loan Prime Rate +121 BPS
During the years ended 31 August 2014, 2015 and 2016, the fair value gains/(losses) on interest rate swap
contract amounted to approximately nil, RMB242,000 and (RMB46,000) respectively, which has been
recognised as ‘Other gains/(losses) — net’ (Note 9) in the combined statements of comprehensive
income.
As at 31 August 2015, the fair value of the interest rate swap contract is determined by the differences
between the fixed interest rate of the Company and floating interest rate of the Counterparty. The interest
rate swap contract expired in January 2016.
21 Cash and cash equivalents and restricted cash

(a) Cash and cash equivalents

As at 31 August
2014 2015 2016
RMB’000 RMB’000 RMB’000
Cashatbankandonhand . ........ . ... . . . . . .. 257,926 154,339 304,986
Short-term bank deposits .. ............ ... 1,514 — —
Cash and cash equivalents ............... ... 259,440 154,339 304,986
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(b) Restricted cash

As at 31 August

2014 2015 2016
RMB’000 RMB’000 RMB’000
For securing borrowings . . .. ... .v vt — 55,000 —
For securing derivative financial instruments ................... .. ..... — 3,000 —
— 58,000 —
22 Financial instruments
Assets at
At fair value
amortisation  through the
cost profit & loss Total
RMB’000 RMB’000 RMB’000
At 31 August 2014
Assets as per combined balance sheets
Trade and other receivables excluding prepayments . ............... 3,875 — 3,875
Cash and cashequivalents . ............. .. .. ..., 259,440 — 259,440
263,315 — 263,315
At
amortisation
cost Total
RMB’000 RMB’000
At 31 August 2014
Liabilities as per combined balance sheets
BOITOWINGS . o .ot 20,000 20,000
Accruals and other payables excluding non-financial liabilities ................... 644,136 644,136
Other non-current Habilities . .. ... ...t 62,751 62,751
726,887 726,887
Assets at
At fair value
amortisation  through the
cost profit & loss Total
RMB’000 RMB’000 RMB’000
At 31 August 2015
Assets as per combined balance sheets
Trade and other receivables excluding prepayments . ............... 11,105 — 11,105
Financial instruments at fair value through profitorloss ............. — 60,245 60,245
Cash and cashequivalents . ............. .. .. ..., 154,339 — 154,339
Restricted cash . .. ... 58,000 — 58,000
223,444 60,245 283,689
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At
amortisation
cost Total
RMB’000 RMB’000
At 31 August 2015
Liabilities as per combined balance sheets
BOTTOWINGS . . oottt 502,000 502,000
Accruals and other payables excluding non-financial liabilities ................... 173,703 173,703
Other non-current Habilities . . ... ... ..t 54,574 54,574
730,277 730,277
Assets at
At fair value
amortisation  through the
cost profit & loss Total
RMB’000 RMB’000 RMB’000
At 31 August 2016
Assets as per combined balance sheets
Trade and other receivables excluding prepayments ................ 3,992 — 3,992
Cash and cashequivalents ... .......... . ... 304,986 — 304,986
308,978 — 308,978
At
amortisation
cost Total
RMB’000 RMB’000
At 31 August 2016
Liabilities as per combined balance sheets
BOTTOWINGS . . oottt 315,000 315,000
Accruals and other payables excluding non-financial liabilities ................ ... 117,838 117,838
Other non-current Habilities . . ... ... ..t 37,898 37,898
470,736 470,736
23 Share capital
Nominal
Number of  value of
Company ordinary ordinary
Authorised: shares shares
US$
Asat 31 August 2010 . ... 50,000 50,000
Equivalent
Nominal nominal
Number of  value of value of
ordinary ordinary ordinary
Issued and paid: shares shares shares
US$ RMB
Asat31 August 2016 ... ..o 10,000 10,000 65,000
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The Company was incorporated in the Cayman Islands under the Companies Law of the Cayman Islands as an
exempted company with limited liability on 25 April 2016 with an authorised share capital of US$50,000 divided
into 50,000 shares of a nominal or par value of US$1.00 each, of which 10,000 shares were issued and paid.

On 7 September 2016, the authorised share capital of the Company was increased by HK$500,000 divided into
50,000,000,000 Shares. On the same day, the Company allotted and issued 2,250,000,000 Shares to GuangYu
Investment for a subscription price of HK$22,500. Immediately following the allotment and issue of the
2,250,000,000 Shares, the Company repurchased 10,000 shares of par value US$1.00 each from GuangYu
Investment at an aggregate consideration of HK$22,500 which was paid out of the proceeds of the aforesaid
subscription. Immediately following the repurchase, the authorised share capital of the Company was reduced by
the cancellation of 50,000 shares of par value of US$1.00 each and became HK$500,000 divided into
50,000,000,000 Shares.

24 Reserves

Statutory

Capital surplus
reserve reserves Total
RMB’000 RMB’000 RMB’000
At 1 September 2013 .. ... .. ... 130,000 57,854 187,854
Capital contribution from Owner . .............. ... 20,000 — 20,000
Profit appropriation to statutory surplus reserves ....................... — 52,948 52,948
At31 August 2014 . ... 150,000 110,802 260,802
At1 September 2014 . ... ... ... 150,000 110,802 260,802
Profit appropriation to statutory surplus reserves . ...................... — 37,805 37,805
At31 August 2015 ... 150,000 148,607 298,607
At 1 September 2015 ... ... ... ... 150,000 148,607 298,607
Profit appropriation to statutory surplus reserves ....................... — 87,950 87,950
At31 August 2016 . ... ... ... 150,000 236,557 386,557

(a) Capital reserve

Capital reserve of the Group represented the combined issued capital of the Consolidated Affiliated Entities.

(b) Statutory surplus reserves

Pursuant to the relevant laws and regulations in the PRC, the Company’s subsidiaries in the PRC shall make
appropriations from after-tax profit to non-distributable reserve funds as determined by the boards of directors of
the relevant PRC subsidiaries. These reserves include (i) statutory reserve fund of the limited liability companies,
(ii) general reserve fund of foreign invested enterprise and (iii) the development fund of schools.

@) In accordance with the relevant laws and regulations in the PRC and Articles of Association of the
companies incorporated in the PRC now comprising the Group (the “PRC Subsidiaries”), it is required to
appropriate 10% of the annual statutory net profits of the PRC Subsidiaries, after offsetting any prior
years’ losses as determined under the PRC accounting standards, to the statutory reserves fund before
distributing the net profit. When the balance of the statutory reserves fund reaches 50% of the registered
capital of the PRC Subsidiaries, any further appropriation is at the discretion of shareholders. The
statutory reserves fund can be used to offset prior years’ losses, if any, and may be converted into share
capital by issuing new shares to shareholders in proportion to their existing shareholding, provided that
the remaining balance of the statutory reserves fund after such issue is not less than 25% of registered
capital.
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Pursuant to the laws applicable to China’s Foreign Investment Enterprises, the Company’s subsidiary that
is a foreign investment enterprise in China has to make appropriations from its after-tax profit (as
determined under PRC GAAP) to reserve funds including (i) general reserve fund, (ii) enterprise
expansion fund and (iii) staff bonus and welfare fund. The appropriation to the general reserve fund must
be at least 10% of the after tax profits calculated in accordance with PRC GAAP. Appropriation is not
required if the reserve fund has reached 50% of the registered capital of the respective company.
Appropriations to the other two reserve funds are at the respective companies’ discretion.

(i1) According to the relevant PRC laws and regulations, for a private school that does not require reasonable
return, it is required to appropriate to development fund of not less than 25% of the annual increase of net
assets of the relevant school as determined in accordance with generally accepted accounting principles in
the PRC. The development fund is for the construction or maintenance of the school or procurement or
upgrading of educational equipment.

25 Accruals and other payables

As at 31 August
2014 2015 2016
RMB’000 RMB’000 RMB’000

Amount due to related parties (Note 31) . ........ ..., 466,591 10,000 —

Amount due to third party ......... ...t 25,000 36,800 —

Payables for purchases of property, plant and equipment ................. 78,023 77,854 58,157

Salary and welfare payables .. ......... ... . i 25,966 36,276 38,831

Payables for annual fees . .......... ... . i 34,841 1,637 1,300

Deposits received from teachers and students .......................... 11,288 15,798 19,274

Miscellaneous expenses received from students@® . ...................... 8,941 12,977 7,192

Payables for teaching materials and other operating expenditure@ . . ........ 10,290 12,802 13,130

Payables for contracting canteens®@ . ... Lo 5,749 906 2,343

Government subsidies payable to students ................ .. ... ....... 676 1,218 1,887

Payables in relation to the Listing ............ ... ... . ... — — 10,629

Interest payables . ... ..ot — 602 198

O ReTS .« oot 2,737 3,109 3,728

670,102 209,979 156,669

(a) The amounts represent the miscellaneous expenses received from students which will be paid out on behalf of students.

(b) A few of third party canteens were contracted by the Group to provide catering service to schools.

(c) The carrying amount of the Group’s accruals and other payables were denominated in RMB.

(d) As of 31 August 2014, 2015 and 2016, the ageing of payables for teaching materials and other operating expenditure and payables
for contracting canteens were less than 1 year.

26 Deferred revenue

As at 31 August
2014 2015 2016
RMB’000 RMB’000 RMB’000
Tuition and boarding fees . .. ....... ... 557,512 591,547 609,193
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27 Borrowings
As at 31 August
2014 2015 2016
RMB’000 RMB’000 RMB’000
Non-current
Bank borrowings
—SECUTEd . . ottt — — 105,000
—UNSECUTEd . . ottt — 140,000 90,000
— 140,000 195,000
Current
Bank borrowings
—SECUIEA . . ottt 20,000 285,000 80,000
—UNSECUTEd . . . ottt — 77,000 40