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Hong Kong Exchanges and Clearing Limited, The Stock Exchange of Hong Kong Limited and Hong Kong Securities Clearing Company Limited take
no responsibility for the contents of this 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 (on behalf of the Underwriters) and us on the Price
Determination Date. The Price Determination Date is expected to be on or around Thursday, 19 January 2017 and, in any event, not later than Tuesday,
24 January 2017. The Offer Price will not be more than HK$2.28 and is currently expected to be not less than HK$1.70. Investors applying for the
Hong Kong Offer Shares must pay, on application, the maximum Offer Price of HK$2.28 for each Share together with a brokerage of 1%, the SFC
transaction levy of 0.0027% and the Stock Exchange trading fee of 0.005%, subject to refund if the Offer Price is less than HK$2.28 per Offer Share.

The Joint Global Coordinators (on behalf of the Underwriters) with the consent of our Company, may reduce the indicative offer price range below
that stated in this prospectus (which is HK$1.70 to HK$2.28 per Offer Share) at any time prior to the morning of the last day for lodging applications
under the Hong Kong Public Offering. In such a case, notices of the reduction in the indicative offer price range will be published in the South China
Morning Post (in English) and the Hong Kong Economic Times (in Chinese) not later than the morning of the last day for lodging applications under
the Hong Kong Public Offering. Such notice will also be available at the website of the Stock Exchange at www.hkexnews.hk and our website at
www.wisdomeducationintl.com. Further details are set out in the sections headed “Structure of the Global Offering” and “How to Apply for Hong Kong
Offer Shares” in this prospectus. If, for any reason, the Joint Global Coordinators (on behalf of the Underwriters) and we are unable to reach an
agreement on the Offer Price by Tuesday, 24 January 2017, the Global Offering will not become unconditional and will lapse immediately.

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 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 Thursday, 26 January 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). The
Offer Shares are being offered and sold outside the United States in offshore transactions in accordance with Regulation S.

16 January 2017



EXPECTED TIMETABLEY

Latest time to complete electronic applications

under White Form eIPO service through the
designated website at www.eipo.com.hk® . ... ... .. .. .. ... ... ... 11:30 a.m. on Thursday,
19 January 2017

Application lists open™ . . ... ... . ... 11:45 a.m. on Thursday,
19 January 2017

Latest time to lodge white and yellow Application Forms ............ 12:00 noon on Thursday,
19 January 2017

Latest time to complete payment for White Form eIPO

applications by effecting internet banking transfers or
PPS payment transfer(s) . .......... ... 12:00 noon on Thursday,
19 January 2017

Latest time to give electronic application instructions
to HKSCC™ ... 12:00 noon on Thursday,
19 January 2017

Application lists close. . .. ... .. . 12:00 noon on Thursday,
19 January 2017

Expected Price Determination Date®™ ... ....................... Thursday, 19 January 2017
Announcement of:

. the Offer Price;

. the level of indications 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 Offer Shares
to be published in the South China Morning Post
(in English) and the Hong Kong Economic Times
(in Chinese) on or before . .......... ... ... ... .. .... Wednesday, 25 January 2017

A full announcement of the Hong Kong Public
Offering containing the information above will be
published on the website of the Stock Exchange
at www.hkexnews.hk and our Company’s
website at www.wisdomeducationintl.com from. ... ....... .. .. Wednesday, 25 January 2017

Results of allocations in the Hong Kong
Public Offering will be available at
www.iporesults.com.hk with a “search by ID”
function ... ... .. Wednesday, 25 January 2017

Despatch of share certificates in respect of wholly

or partially successful applications pursuant to

the Hong Kong Public Offering on or before!®™® . .. . .. .. Wednesday, 25 January 2017



EXPECTED TIMETABLEY

Despatch of refund cheques and White Form e-Refund
payment instructions in respect of wholly or partially
successful applications (if applicable) or wholly or
partially unsuccessful applications pursuant to
the Hong Kong Public Offering on or before. . ................ Wednesday, 25 January 2017

Dealings in the Shares on the Stock Exchange
expected t0O COMMENCE Al . . v v vttt et e e e e e e e e e e 9:00 a.m. on Thursday,
26 January 2017

Notes:

(1) Unless otherwise stated, all times and dates refer to Hong Kong local times and dates. Details of the structure of the
Global Offering, including its conditions, are set out in “Structure of the Global Offering” of this prospectus.

(2)  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 an
application 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.

(3)  If there is a “black” rainstorm warning or a tropical cyclone warning signal number 8 or above in force in Hong Kong
at any time between 9:00 a.m. and 12:00 noon on Thursday, 19 January 2017, the application lists will not open and
close on that day. Please refer to “How to Apply for Hong Kong Offer Shares — Effect of Bad Weather on the Opening
of the Application Lists” of this prospectus for further details. If the application lists do not open and close on
Thursday, 19 January 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 “Expected Timetable”, we will make
an announcement in such event.

(4)  Applicants who apply for Hong Kong Offer Shares by giving electronic application instructions to HKSCC should
refer to “How to Apply for Hong Kong Offer Shares — Applying By Giving Electronic Application Instructions to
HKSCC via CCASS” of this prospectus.

(5) We expect to determine the Offer Price by agreement with the Joint Global Coordinators (on behalf of the
Underwriters) on the Price Determination Date. The Price Determination Date is expected to be on or around Thursday,
19 January 2017, and, in any event, not later than Tuesday, 24 January 2017. If, for any reason, the Offer Price is not
agreed between the Joint Global Coordinators (on behalf of the Underwriters) and us by Tuesday, 24 January 2017,
the Hong Kong Public Offering and the International Offering will not proceed. Notwithstanding that the Offer Price
may be fixed at below the maximum offer price of HK$2.28 per Share payable by applicants for Hong Kong Offer
Shares under the Hong Kong Public Offering, applicants for the Hong Kong Offer Shares are required to pay, on
application, the maximum Offer Price of HK$2.28 for each Share, together with the brokerage fee of 1%, a Stock
Exchange trading fee of 0.005% and a SFC transaction levy of 0.0027% but will be refunded the surplus application
monies as provided in “How to Apply for Hong Kong Offer Shares” of this prospectus.

(6)  Share certificates for the Offer Shares will become valid certificates of title at 8:00 a.m. on Thursday, 26 January 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.

(7)  e-Refund payment instructions/refund cheques will be issued in respect of wholly or partially unsuccessful
applications pursuant to the Hong Kong Public Offering and also in respect of wholly or partially successful
applications in the event that the final Offer Price is less than the price payable per Offer Share on application. Part
of the applicant’s Hong Kong Identity Card number or passport number, or, if the application is made by joint
applicants, part of the Hong Kong Identity Card number or passport number of the first-named applicant, provided by
the applicant(s) may be printed on the refund cheque, if any. Such data would also be transferred to a third party for
refund purposes. Banks may require verification of an applicant’s Hong Kong Identity Card number or passport
number before cashing the refund cheque. Inaccurate completion of an applicant’s Hong Kong Identity Card number
or passport number may lead to delays in encashment of, or may invalidate, the refund cheque.

(8)  Applicants who have applied on white Application Forms or White Form eIPO for 1,000,000 or more Hong Kong
Offer Shares under the Hong Kong Public Offering and have provided all required information in their applications
may collect refund cheques (where applicable) and/or Share certificates (where applicable) in person from our Hong
Kong Share Registrar, Computershare Hong Kong Investor Services Limited, at Shops 1712-1716, 17th Floor,
Hopewell Centre, 183 Queen’s Road East, Wanchai, Hong Kong between 9:00 a.m. to 1:00 p.m. on Wednesday, 25
January 2017. Applicants being individuals who opt for personal collection may not authorise any other person to make
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EXPECTED TIMETABLEY

collection on their behalf. Applicants being corporations who opt for personal collection must attend through their
authorised representatives bearing letters of authorisation from their corporation stamped with the corporation’s chop.
Both individuals and authorised representatives of corporations must produce, at the time of collection, evidence of
identity acceptable to the Hong Kong Share Registrar.

Applicants who have applied on yellow Application Forms for 1,000,000 or more Hong Kong Offer Shares under the
Hong Kong Public Offering may collect their refund cheques, if any, in person but may not elect to collect their share
certificates as such share certificates will be deposited into CCASS for the credit of their designated CCASS
participants’ stock accounts or CCASS Investor Participant stock accounts, as appropriate. The procedures for
collection of refund cheques for yellow Application Form applicants are the same as those for white Application Form
applicants.

Applicants who apply for Hong Kong Offer Shares by giving electronic application instructions to HKSCC should
refer to “How to Apply for Hong Kong Offer Shares — Despatch/Collection of Share Certificates and Refund Monies
— If you Apply Via Electronic Application Instructions to HKSCC” of this prospectus for details. Uncollected share
certificates and refund cheques will be despatched by ordinary post, at the applicants’ risk, to the addresses specified
in the relevant applications.

Further information is set out in “How to Apply for Hong Kong Offer Shares — Refund of Application Monies” and
“How to Apply for Hong Kong Offer Shares — Despatch/Collection of Share Certificates and Refund Monies” of this
prospectus.

The above expected timetable is a summary only. If there is a “black” rainstorm warning
or a tropical cyclone warning signal number 8 or above in force in Hong Kong at any time
between 9:00 a.m. and 12:00 noon on Thursday, 19 January 2017, the application lists will not
open and close on that day. Please refer to the “How to Apply for Hong Kong Offer Shares —
Effect of Bad Weather on the Opening of the Application Lists” of this prospectus. You should
refer to “Structure of the Global Offering” and ‘“How to Apply for Hong Kong Offer Shares”
of this prospectus for details of the structure of the Global Offering, including the conditions
of the Global Offering, and the procedures for application for the Hong Kong Offer Shares.
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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 “Risk Factors” of this prospectus. You should read that section
carefully before you decide to invest in the Offer Shares.

OVERVIEW

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

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

We experienced stable growth during the Track Record Period in terms of student enrolment,
teachers employed and revenue. For the years ended 31 August 2014, 2015 and 2016, our total
revenue amounted to RMB450.9 million, RMB568.7 million and RMB700.7 million, respectively,
representing a CAGR of approximately 15.8% from 2014 to 2016. The table below sets forth certain
information with respect to our growth.

As of 1 September

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



SUMMARY

OUR SCHOOLS

As of the Latest Practicable Date, we operated six premium private schools on five campuses.
Four of our schools are located in Guangdong province in the Pearl River Delta economic zone, one
is located in Liaoning province in the Northeast Three Provinces economic zone and one is located
in Shandong province in the Bohai Economic Rim. The following table sets forth certain operational
details of our schools as of the dates indicated:

Student enrolment School utilisation rate (%)™ Teacher-student ratio®
as of 1 September as of 1 September as of 1 September
School 2013 2014 2015 2016 2013 2014 2015 2016 2013 2014 2015 2016

Dongguan Guangming School 10580 10416 10417 10510 995 99.5 %9 918 L:

T LIT2 L1720 LIS

Dongguan Guangming

Primary School 4367 51300 5989 59713 §9.9 933 98.3 96  LI183 L1901  L186 11192
Dongguan Guangzheng

Preparatory School 4151 5820 7768 9094 620  8LS 859 937  LK8  L159  LI6T  1:16S5
Huizhou Guangzheng

Preparatory School 2% L1189 2500 3903 71 0L.7 72 910 k122 L2 L1320 L3I
Panjin Guangzheng

Preparatory School - 282 1,000 1,59 - 41.0 68.7 85.2 - 178 L8 LILT
Weifang Guangzheng

Preparatory School - - - 718 - - - 955 - - - L6
Total 19354 22837 27,644 31788 837 89.0 905 959 1167 L1688 1166 1162
Notes:

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

(2)  Teacher-student ratio is calculated by dividing the number of students enrolled at a school by the number of teachers
employed by the school.
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As of the Latest Practicable Date, the expansion of Dongguan Guangzheng Preparatory School,
Huizhou Guangzheng Preparatory School, Panjin Guangzheng Preparatory School and Weifang
Guangzheng Preparatory School was in progress, and Guang’an Guangzheng Preparatory School and
Yunfu Guangzheng Preparatory School were under construction. For illustrative purpose, the
following table sets forth the student enrolment, the existing or target capacity and the utilisation
rates of these schools as of 1 September 2016 based on the schools’ internal records and calculations,
the relevant school campus construction plans or the cooperation agreement with the relevant local
government, as the case may be:

Existing or

target

Student capacity for Utilisation

School enrolment students rate®
Dongguan Guangming School 10,510 10,744 97.8%
Dongguan Guangming Primary School 5,973 6,060" 98.6%
Dongguan Guangzheng Preparatory School 9,094 15,226 59.7%
Huizhou Guangzheng Preparatory School 3,903 9,464 41.2%
Panjin Guangzheng Preparatory School 1,590 5,100 31.2%
Weifang Guangzheng Preparatory School 718 7,200 10.0%
31,788 53,794 59.1%

Guang’an Guangzheng Preparatory School - 7,860 -
Yunfu Guangzheng Preparatory School - 7,000 -
31,788 68,654 46.3%

Notes:

(1)  The capacity for Dongguan Guangming School and Dongguan Guangming Primary School is calculated based
on the approximate number of beds available in student dormitories according to the respective school’s internal
records and calculations.

(2)  The capacity for Dongguan Guangzheng Preparatory School and Huizhou Guangzheng Preparatory School is
calculated based on the estimated number of students that the student dormitories of the respective schools were
designed to accommodate according to the relevant school campus construction plans, assuming that the
expansion had been completed accordingly as of 1 September 2016.

(3)  The capacity for Panjin Guangzheng Preparatory School, Weifang Guangzheng Preparatory School, Guang’an
Guangzheng Preparatory School and Yunfu Guangzheng Preparatory School is based on the target maximum
capacity for primary and middle school and international programme students as set forth in the cooperation
agreements with the relevant local government authorities.

(4)  The utilisation rate of each of our schools is calculated by dividing the number of students enrolled at a school
by the existing or target capacity for students of the school.

(5) In addition to the cooperation agreements with the relevant local governmental authorities for the proposed
establishment of Guang’an Guangzheng Preparatory School and Yunfu Guangzheng Preparatory School, we
have also entered into a framework agreement with the local government for the potential establishment of a
new school in Zhaoqing. The above table does not include information of this proposed new school as the details
thereof will be subject to the parties’ further discussion if we proceed with the establishment of this school.

The tuition and boarding 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. Please refer to the
section headed “Business — Our schools” in this prospectus for the tuition and boarding fees rates
charged by our schools.

_3_
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Development of New Schools

As one of our development strategies, we intend to continue to strengthen our leading position
in the Pearl River Delta economic zone with a focus on Guangdong province and intend to expand
into the West Delta economic zone. We have entered into cooperation agreements with the local
governments of Guang’an, Sichuan province and Yunfu, Guangdong province, respectively, to
establish a new school in each of these cities, and have entered into a framework agreement with the
local government of Dinghu District, Zhaoqing, Guangdong province for the potential cooperation
between the parties for the establishment of a new school in Zhaoqing. We also intend to engage in
discussions with the local government authorities of various cities in Guangdong, Shandong and
Sichuan provinces to explore the possibility of establishing a new school in each city. In addition, we
entered into a memorandum of understanding with Dewey College in Canada with respect to the
potential cooperation on the development of a new school overseas. The table below sets forth the
estimated capital expenditure to be incurred and the intended allocation of net proceeds from the
Global Offering for the establishment of our new schools in Guang’an and Yunfu, PRC and in
Canada:

Intended
allocation of net
proceeds from the
Global Offering
(based on the
mid-point of the
indicative Offer

Estimated Price range stated

total capital Intended source of in this

School expenditure funds prospectus)
(’000) (’000)

Guang’an Guangzheng RMB439,800 Self-owned capital RMB235,800

Preparatory School

Yunfu Guangzheng

Preparatory School

(equivalent to
HK$496,666)

RMB522,000
(equivalent to
HK$589,495)

and/or proceeds
from the Global
Offering

Self-owned capital
and/or proceeds
from the Global

(equivalent to
HK$266,289)

RMB290,000
(equivalent to
HK$327,497)

Offering
Dewey College (secondary CAD2,000 Proceeds from the CAD2,000
school) (equivalent to Global Offering (equivalent to
HK$11,736) HK$11,736)
Total HK$1,097,897 HK$605,522

OUR 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 food, educational services and educational
material suppliers. For the years ended 31 August 2014, 2015 and 2016, purchases from our five
largest suppliers amounted to RMB22.3 million, RMB29.9 million and RMB30.5 million,
respectively, representing approximately 9.3%, 10.3% and 8.2% of the cost of revenue, respectively.
Please refer to “Business — Customers and Suppliers” of this prospectus for further details.

OUR COMPETITIVE STRENGTHS

We believe that the following are our key competitive strengths that have contributed
significantly to our success and differentiate us from our competitors: (i) largest private educational
group in South China operating premium primary and secondary curriculum programmes; (ii) strong
reputation for student performance and high quality PRC curriculum programmes; (iii) high business
visibility through offering a full range of primary and secondary curriculum programmes; (iv)
successful track record in replicating our profitable business model; and (v) committed and stable
management team.
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OUR STRATEGIES

We intend to maintain and strengthen our position as a leading provider of premium private
primary and secondary education in China. To achieve this goal, we intend to pursue the following
business strategies: (i) continue to enhance our reputation as a leading provider of premium private
primary and secondary school education; (ii) increase the utilization rate of our existing schools; (iii)
continue to focus on the Pearl River Delta economic zone and strategically expand in or into other
economic zones to enlarge our school network; (iv) enhance profitability by optimizing pricing
strategies and increasing revenue sources; and (v) continually adapt to changing educational
preferences in target markets.

SELECTED HISTORICAL FINANCIAL INFORMATION
Selected Consolidated Statements of Profit or Loss and Other Comprehensive Income

The following table sets forth selected financial data from our consolidated financial
information for the Track Record Period, extracted from the Accountants’ Report set out in Appendix
I to this prospectus. The selected financial data set forth below should be read together with our
consolidated financial statements and the related notes, as well as “Financial Information” of this
prospectus.

For the year ended 31 August
2014 2015 2016
(RMB’000) (RMB’000) (RMB’000)

Revenue 450,913 568,715 700,741
Cost of revenue (239,717) (289,194) (370,352)
Gross profit 211,196 279,521 330,389
Profit before taxation 112,269 212,342 194,535
Taxation (21,360) (30,045) (40,172)
Profit and total comprehensive income for

the year 90,909 182,297 154,363
Adjusted net profit" 118,580 172,687 185,775
Note:

(1)  For illustration purpose, the following table reconciles our adjusted net profit for the periods presented to net
profit, the most directly comparable financial measure calculated and presented in accordance with IFRS,
without taking into account the potential impact of PRC taxes, which may or may not be applicable:

For the year ended 31 August

2014 2015 2016
(RMB’000) (RMB’000) (RMB’000)
Profit and total comprehensive income for the year 90,909 182,297 154,363
Less:
Imputed interest income on advances to Cinese
Group 34,923 101,074 63,950
Imputed interest income on advances to related
parties 7,298 11,328 -
Add:
Finance costs in relation to advances to Cinese
Group and related parties 69,892 102,792 68,608
Loss on disposal of subsidiaries - - 2,353
Listing expenses - - 24,401
Adjusted net profit 118,580 172,687 185,775




SUMMARY

Our net profit increased by 100.5% from RMB90.9 million for the year ended 31 August 2014
to RMB182.3 million for the year ended 31 August 2015, primarily attributable to (i) increased
student enrolment in our schools, which was mainly because our Dongguan Guangzheng Preparatory
School and Huizhou Guangzheng Preparatory School entered into the second school year operated by
us; (ii) increased tuition and boarding fee rates at our Dongguan Guangming School, Dongguan
Guangming Primary School and Dongguan Guangzheng Preparatory School for the 2014/2015 school
year; and (iii) increased imputed interest income on advances to Cinese Group and other related
parties, which was mainly due to increased level of outstanding advances to Cinese Group and other
related parties.

Imputed Interest Income and Related Interest Expenses

During the Track Record Period, we made advances to Cinese Group and other related parties.
These advances were non-trade in nature and non-interest bearing. The amount of the advances to
Cinese Group and other related parties was measured at its fair value at initial recognition based on
the best estimate of the expected repayments by Cinese Group and other related parties at the time
of recognising the amount due from Cinese Group and other related parties. The differences between
the amount due from Cinese Group and other related parties and the fair value at initial recognition
were recognised in equity as deemed distribution to equity holders, and the amount due from Cinese
Group and other related parties was then carried at amortised cost using the effective interest method.
Subsequently, if we revise our estimate of the expected repayments by Cinese Group and other related
parties, the carrying amount of such amount due from Cinese Group and other related parties will be
adjusted to reflect the actual and revised estimated cash flow. The adjustments were also recognised
in equity as deemed distribution to equity holders. The effective interest rates for imputed interest
income were determined based on the interest rates for comparable bank borrowings for Cinese
Group. For each reporting period during the Track Record Period, we recognised imputed interest
income on certain portion of such advances under IFRS. During the Track Record Period, imputed
interest income on advances to Cinese Group and other related parties had contributed to the changes
to our net profit, which increased from RMB90.9 million, for the year ended 31 August 2014 to
RMB182.3 million for the year ended 31 August 2015 and decreased to RMB154.4 million for the
year ended 31 August 2016. However, such imputed interest income is only a hypothetical income
under IFRS and had no cash inflow during the Track Record Period. During the Track Record Period,
we primarily funded these advances to Cinese Group and other related parties through interest-
bearing bank borrowings and a substantial portion of our bank borrowings during the Track Record
Period related to such advances. As a result, a substantial portion of our interest expenses on bank
and other borrowings during the Track Record Period related to advances on which we recognised
imputed interest income. As at the Latest Practicable Date, all the amounts due to and from related
parties (including our advances to Cinese Group and other related parties) which were non-trade in
nature had been fully settled. As a result, we do not expect to continue to recognise imputed interest
income on advances to related parties following the Listing. Because we will no longer be funding
such advances through bank borrowings, we also expect a corresponding reduction in interest
expenses on bank borrowings following the Listing.

The aggregate carrying amounts of our advances to Cinese Group and other related parties on
which we recognised imputed interest income were RMB1,165.4 million, RMB1,163.0 million and
RMB212.2 million as of 31 August 2014, 2015 and 2016, respectively. Our imputed interest income
was RMB42.2 million, RMB112.4 million and RMB64.0 million for the years ended 31 August 2014,
2015 and 2016, respectively.

Our bank and other borrowings were RMB1,270.0 million, RMB1,275.5 million and RMB607.7
million as of 31 August 2014, 2015 and 2016, respectively. Our interest expenses on bank and other
borrowings were RMB79.0 million, RMB109.9 million and RMB80.0 million for the years ended
31 August 2014, 2015 and 2016, respectively.

In addition, we had amounts due to related parties that are non-trade in nature, unsecured,
non-interest bearing and repayable on demand, which amounted to RMB333.3 million, RMB426.9
million and RMB327.2 million, respectively, as of 31 August 2014, 2015 and 2016. We did not
recognise imputed interest expense on the amounts due to related parties during the Track Record
Period because of the repayable on demand clause applicable to such amounts.

_6—
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For further details about the imputed interest income on advances to Cinese Group and other
related parties, please refer to “Financial Information — Finance Income” and “Financial Information
— Imputed Interest Income and Related Interest Expenses” of this prospectus. Save as disclosed
above, our Directors confirm that there are no other material non-trade factors that would affect our
financial statements during the Track Record Period.

Selected Financial Information from Our Consolidated Statements of Financial Position

The following table sets forth selected financial data from our consolidated financial
information for the Track Record Period, extracted from the Accountants’ Report set out in Appendix
I to this prospectus. The selected financial data set forth below should be read together with our
consolidated financial statements and the related notes, as well as “Financial Information” of this
prospectus.

As of 31 August
2014 2015 2016
(RMB’000) (RMB’000) (RMB’000)

Non-current assets 2,326,869 1,433,344 1,763,204
Current assets 359,404 1,531,639 695,171
Non-current liabilities 1,133,274 743,533 474,825
Current liabilities 1,042,584 1,546,199 1,152,775
Net current liabilities (683,180) (14,560) (457,604)

We recorded net current liabilities as of 31 August 2014, 2015 and 2016, primarily as a result
of (i) amounts due to related parties that are non-trade in nature, non-interest bearing and repayable
on demand, which consist of advances from Cinese Group and other related parties and payables to
related parties for the purchase of property, plant and equipment for the expansion or improvement
of our schools; (ii) other payables and accrued expenses, which primarily consist of accruals for
construction in connection with the maintenance and improvement of our school facilities, and
accrued staff benefits and payroll; and (iii) borrowings, which primarily consist of our short-term
bank borrowings. Please refer to “Financial Information — Current Assets and Current Liabilities” of
this prospectus for further details.

Key Financial Ratios

The following table sets forth certain financial ratios as of the respective dates:

As of/for the year ended 31 August

2014 2015 2016
Gross profit margin‘" 46.8% 49.1% 47.1%
Net profit margin® 20.2% 32.1% 22.0%
Adjusted net profit margin® 26.3% 30.4% 26.5%
Return on assets® 3.4% 6.1% 6.3%
Return on equity®’ 17.8% 27.0% 18.6%
Current ratio'® 0.34 0.99 0.60
Debt to equity ratio”’ 2.46 1.87 0.61
Gearing ratio™® 2.49 1.89 0.73
Interest coverage ratio™ 1.89 1.89 2.87
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Notes:

()

@)

3)

)
(%)
(6)
@)

(®)

€))

Gross profit margin equals our gross profit divided by revenue for the year. Our gross profit margin increased
from 46.8% for the year ended 31 August 2014 to 49.1% for the year ended 31 August 2015, primarily driven
by (i) increased student enrolment in our Dongguan Guangzheng Preparatory School and Huizhou Guangzheng
Preparatory School as they entered into the second school year operated by us; and (ii) increased tuition and
boarding fee rates at our Dongguan Guangming School, Dongguan Guangming Primary School and Dongguan
Guangzheng Preparatory School for the 2014/2015 school year. Our gross profit margin decreased to 47.1% for
the year ended 31 August 2016, primarily due to increased staff costs mainly as a result of increased number
of teachers and increased teachers’ salaries. The tuition and boarding fee rates for all of our schools remained
unchanged for the 2015/2016 school year. Please refer to “Financial Information” of this prospectus for further
details.

Net profit margin equals our net profit after tax divided by revenue for the year. Our net profit margin increased
from 20.2% for the year ended 31 August 2014 to 32.1% for the year ended 31 August 2015, primarily
attributable to (i) increased student enrolment in our schools, which was mainly because our Dongguan
Guangzheng Preparatory School and Huizhou Guangzheng Preparatory School entered into the second school
year operated by us; (ii) increased tuition and boarding fee rates at our Dongguan Guangming School, Dongguan
Guangming Primary School and Dongguan Guangzheng Preparatory School for the 2014/2015 school year; and
(iii) increased imputed interest income on advances to Cinese Group and other related parties, which was mainly
due to increased level of outstanding advances to Cinese Group and other related parties. Our net profit margin
decreased to 22.0% for the year ended 31 August 2016, primarily due to the listing expenses incurred of
RMB24.4 million, increased administrative expenses, as well as increased selling expenses in relation to the
marketing and promotion of our schools. The tuition and boarding fee rates for all of our schools remained
unchanged for the 2015/2016 school year. Please refer to “Financial Information” of this prospectus for further
details.

Adjusted net profit margin equals our adjusted net profit after tax divided by revenue for the year. Our adjusted
net profit margin increased from 26.3% for the year ended 31 August 2014 to 30.4% for the year ended 31
August 2015, primarily attributable to (i) increased student enrolment in our schools, which was mainly because
our Dongguan Guangzheng Preparatory School and Huizhou Guangzheng Preparatory School entered into the
second school year operated by us; and (ii) increased tuition and boarding fee rates at our Dongguan Guangming
School, Dongguan Guangming Primary School and Dongguan Guangzheng Preparatory School for the
201472015 school year. Our adjusted net profit margin decreased to 26.5% for the year ended 31 August 2016,
primarily due to the listing expenses incurred of RMB24.4 million, increased administrative expenses, as well
as increased selling expenses in relation to the marketing and promotion of our schools. The tuition and
boarding fee rates for all of our schools remained unchanged for the 2015/2016 school year. Please refer to
“Financial Information” of this prospectus for further details. Please refer to “— Selected Consolidated
Statements of Profit or Loss and Other Comprehensive Income” above for further details about the
reconciliation of our adjusted net profit.

Return on assets equals net profit for the year divided by total assets as of the end of the year.
Return on equity equals net profit for the year divided by total equity amounts as of the end of the year.
Current ratio equals our current assets divided by current liabilities as of the end of the year.

Debt to equity ratio equals total interest-bearing bank loans and other borrowings net of cash and cash
equivalents at the end of the year divided by total equity at the end of the year.

Gearing ratio equals total debt divided by total equity as of the end of the year. Total debt includes all
interest-bearing bank loans and other borrowings.

Interest coverage ratio equals profit before interest and tax (less finance income) of the year divided by finance
costs of the same year.
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The table below sets forth the revenue and gross profit generated from each of our schools for
the periods indicated, by amount and as a percentage of our total revenue:

Year ended 31 August
2014 2015 2016
(RMB’000) % (RMB’000) % (RMB’000) %

Revenue

Dongguan Guangming School 279,507  62.0 299,526  52.7 312,384 445
Dongguan Guangming Primary School 71,771 17.2 96,736  17.0 115,616 165
Dongguan Guangzheng Preparatory School 90,401 20.1 139,866 24.6 194,691 27.8
Huizhou Guangzheng Preparatory School 3,234 0.7 27,297 4.8 59,742 8.6
Panjin Guangzheng Preparatory School - - 5,290 0.9 18,308 2.6
Total revenue 450,913 100 568,715 100 700,741 100

Gross profit and gross profit margin

Dongguan Guangming School 137,278 49.1 154,265 51.5 160,186 513
Dongguan Guangming Primary School 40,302 51.8 54,493 56.3 63,515 549
Dongguan Guangzheng Preparatory School 35,987 398 63,625 455 85,705  44.0
Huizhou Guangzheng Preparatory School 35 1.1 27,297 46.9 26,451 443
Panjin Guangzheng Preparatory School - - (4,385) N/A (1,398) N/A

Total gross profit and gross profit margin
of our schools 213,602 474 280,798 494 334459 477

Total gross profit and gross profit margin
of our Group" 211,196 46.8 279,512 49.1 330,389 47.1

Note:

(1)  Total gross profit of our Group equals total gross profit from our schools less the cost of revenue incurred by
Huizhou Guangzheng for the respective 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 (subject to adjustment and the Over-allotment
Option): (i) the Hong Kong Public Offering of 50,000,000 Offer Shares; and (ii) the International
Offering of 450,000,000 Offer Shares.

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

Based on an Offer Price Based on an Offer Price

of HK$1.70 of HK$2.28
Market capitalisation of our
Shares‘" HK$3,400 million HK$4,560 million
Unaudited pro forma adjusted net
tangible asset per Share® HK$0.88 (RMBO0.76) HK$1.02 (RMBO0.88)
Notes:

(1)  The calculation of market capitalisation is based on 2,000,000,000 Shares expected to be in issue following
completion of the Capitalisation Issue and the Global Offering (assuming the Over-allotment Option is not
exercised at all and without taking into account any Shares which may be issued upon the exercise of any
options granted under the Pre-IPO Share Option Scheme and which may be granted under the Share Option
Scheme). This calculation is based on the indicative Offer Prices of HK$1.70 and HK$2.28.

(2)  The unaudited pro forma adjusted net tangible asset per Share is calculated after making the adjustments
referred to in “Unaudited Pro Forma Financial Information” included in Appendix II to this prospectus and on
the basis of a total of 2,000,000,000 Shares expected to be in issue following the completion of the
Capitalisation Issue and the Global Offering. This calculation is based on the indicative Offer Prices of HK$1.70
and HK$2.28.

LISTING EXPENSES

We expect to incur a total of approximately RMB49.3 million of listing expenses (assuming an
Offer Price of HK$1.99, being the mid-point of the indicative Offer Price range between HK$1.70
and HK$2.28, and assuming that the Over-allotment Option is not exercised at all) in relation to the
Global Offering, of which approximately RMB24.4 million were charged to profit and loss and
approximately RMB6.6 million was capitalised during the Track Record Period. For the remaining
expenses, we expect to charge approximately RMB6.2 million to our profit or loss and to capitalise
approximately RMB12.1 million. Listing expenses represent professional fees and other fees incurred
in connection with the Listing, excluding underwriting commissions and trading levy. The listing
expenses above were the best estimate as at the Latest Practicable Date and were for reference only
and the actual amount may differ from this estimate.

USE OF PROCEEDS

We estimate that we will receive net proceeds from the Global Offering of approximately
HK$936.9 million (after deducting the underwriting fees, commissions and estimated expenses
payable by us in relation to the Global Offering), assuming the Over-allotment Option is not
exercised at all and an Offer Price of HK$1.99 per Share, being the mid-point of the indicative Offer
Price range stated in this prospectus. We intend to use the net proceeds we receive from the Global
Offering as follows:

% of the net
Use of proceeds proceeds HK$ million

1. Expansion of our school network, in particular, 65% 609.0
through the development of new schools as set
out in “Business — Development of New
Schools” of this prospectus

2. Further expansion of three existing schools, 8% 75.0
namely Dongguan Guangzheng Preparatory
School, Huizhou Guangzheng Preparatory
School, and Panjin Guangzheng Preparatory
School

— 10 =
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% of the net
Use of proceeds proceeds HK$ million

3. Maintenance, renovation and upgrade of two 2% 18.7
existing schools, namely Dongguan Guangming
School and Dongguan Guangming Primary

School
4. Acquisition of schools 18% 168.7
5. Provision of scholarships and subsidies 2% 18.7
6. Working capital 5% 46.8

To the extent that our actual net proceeds from the Global Offering is higher than our estimate
above, we intend to apply the additional amount to item 1 above. To the extent that our actual net
proceeds from the Global Offering is lower than our estimate above, we intend to reduce the amount
of net proceeds to be applied to item 4 above.

CONTRACTUAL ARRANGEMENTS
Overview of the Contractual Arrangements

PRC laws and regulations currently prohibit foreign ownership of primary and middle schools
in the PRC and restrict the operation of high schools to Sino-foreign cooperation. We do not hold any
equity interest in our Consolidated Affiliated Entities and we conduct our private education business
in the PRC through the Contractual Arrangements, through which we obtain control over and derive
the economic benefits from our Consolidated Affiliated Entities. Please refer to “Contractual
Arrangements” in this prospectus for further details.

On 19 January 2015, MOFCOM published the Draft Foreign Investment Law and its
accompanying explanatory notes proposing major changes to the PRC foreign investment regulatory
regime, which was expected to have a significant impact on businesses operated in the PRC by
foreign invested enterprises primarily through contractual arrangements, including our business
conducted through the Contractual Arrangements. Our Company has adopted measures to ensure our
compliance with the Draft Foreign Investment Law and undertakes to provide periodic updates in its
annual and interim reports to inform investors of the status of its compliance with the Draft Foreign
Investment Law and its accompanying explanatory notes.

The following simplified diagram illustrates the flow of economic benefits from our
Consolidated Affiliated Entities to our Group stipulated under the Contractual Arrangements:

Our Company
(7 100%
”””””””””””””””””””””””””” ENCOIOIO)
Dongguan !
. 3 4
Ruixing . E 7) 77777 Registered
Shareholders® [

100%

(0] (@)

N
1
1
1
1
1
1
1

Our Consolidated Affiliated Entities
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Notes:

(1)  Payment of service fees. Please refer to “Contractual Arrangements — Summary of the material terms of the
Contractual Arrangements — Exclusive Management Consultancy and Business Cooperation Agreement” of this
prospectus for further details.

(2)  Provision of services. Please refer to “Contractual Arrangements — Summary of the material terms of the
Contractual Arrangements — Exclusive Management Consultancy and Business Cooperation Agreement” of this
prospectus for further details.

(3)  Powers of attorney to exercise all shareholders’ rights in our Consolidated Affiliated Entities. Please refer to
“Contractual Arrangements — Summary of the material terms of the Contractual Arrangements — Powers of
attorney” of this prospectus for further details.

(4)  Exclusive call option to acquire all or part of the equity interest in our Consolidated Affiliated Entities. Please
refer to “Contractual Arrangements — Summary of the material terms of the Contractual Arrangements —
Exclusive Call Option Agreement” of this prospectus for further details.

(5) Pledge of all the equity interest in Guangdong Guangzheng. Please refer to “Contractual Arrangements —
Summary of the material terms of the Contractual Arrangements — Equity Pledge Agreement” of this prospectus
for further details.

(6)  Provision of loans. Please refer to “Contractual Arrangements — Summary of material terms of the Contractual
Arrangements — Loan Agreement” of this prospectus for further details.

(7)  Dongguan Ruixing is an indirect wholly-owned subsidiary of our Company.

(8)  Registered Shareholders refer to the registered shareholders of Guangdong Guangzheng, i.e. Ms. Li and Mr. SP
Liu. Guangdong Guangzheng is legally held as to 98.8% by Ms. Li and 1.2% by Mr. SP Liu. Out of the 98.8%
equity interest in Guangdong Guangzheng held by Ms. Li, 60.8% equity interest is held on trust by Ms. Li for
Mr. Liu. The 1.2% equity interest in Guangdong Guangzheng is held on trust by Mr. SP Liu for Mr. Liu.

(9)  Our Consolidated Affiliated Entities comprised Guangdong Guangzheng, Dongguan Guangming School,
Dongguan Guangming Primary School, Dongguan Guangzheng Preparatory School, Weifang Guangzheng
Preparatory School, Dongguan Wenhui, Guang’an Guangzheng, Huizhou Guangzheng, Huizhou Guangzheng
Preparatory School, Panjin Guangzheng, Panjin Guangzheng Preparatory School, Weifang Guangzheng and
Yunfu Guangzheng as at the Latest Practicable Date.

(10) = ” denotes direct legal and beneficial ownership in the equity interest.

(1) Hemmeme ” denotes Contractual Arrangements.
Risks Relating to the Contractual Arrangements

The PRC government may find that the Contractual Arrangements 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. We strongly urge you to read the section headed “Risk Factors”
in this prospectus in its entirety, including “Risk Factors — Risks Relating to Our Contractual
Arrangements” for further details of the risks relating to the Contractual Arrangements.

SHAREHOLDER INFORMATION

Immediately after the completion of the Capitalisation Issue and the Global Offering, and
assuming that the Over-allotment Option is not exercised at all and without taking into account any
Shares which may be issued upon the exercise of any options granted under the Pre-IPO Share Option
Scheme and which may be granted under the Share Option Scheme, Mr. Liu and Ms. Li, who are
co-founders of our Group and are parties acting in concert, will be interested in and control indirectly,
through Bright Education Holdings and Bright Education Investment respectively, in aggregate
75.0% of our issued share capital and will remain as our controlling shareholder under the Listing
Rules.

— 12 =
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RECENT DEVELOPMENTS

Subsequent to 31 August 2016, being the latest date of our consolidated 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 business has undergone developments including in the following aspects:

. Our Weifang Guangzheng Preparatory School commenced operations in September 2016
and recruited 718 students as of 1 September 2016. The school offers primary and middle
school education for the 2016/2017 school year.

. As at the Latest Practicable Date, the tuition fees and boarding fee rates for the 2016/2017
school year (there are two school terms per school year) of our schools are as follows:

Tuition and
Boarding Fees”

Dongguan Guangming School
High school
Middle school
International programmes
Dongguan Guangming Primary School
Dongguan Guangzheng Preparatory School
High school
Middle school
Primary school
International programmes
Huizhou Guangzheng Preparatory School
High school
Middle school
Primary school
Panjin Guangzheng Preparatory School
Middle school
Primary school
Weifang Guangzheng Preparatory School
Middle school
Primary school

Note:

2016/2017
school year
(RMB)

25,600-38,600
23,600-27,600

92,600
18,180-24,400

22,800-33,800
19,800-23,000
16,600-21,200
50,600-88,600

23,000-25,600
18,000-20,600
18,200-20,800

18,000
13,000-14,200

13,000
11,000

(1)  We increased tuition and boarding fees prior to and during the Track Record Period and up to the Latest
Practicable Date for certain of our schools. Our increased tuition and boarding fees are only applicable
to newly admitted students for the respective school year, while our existing students continue to pay the
tuition and boarding fees prior to the increase. As a result, tuition and boarding fees for certain of our
schools are presented as a range, comprising the tuition and boarding fees paid by students who are

admitted to our schools at different school years.

— 13 -
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o On 7 November 2016, the Decision on Amending the Law for Promoting Private Education
of the PRC ( (BHAE t<rbaE A\ RALHNE R PFAF I HEE >R E) ) was approved by
the Standing Committee of the National People’s Congress (the “Decision”), which will
become effective on 1 September 2017. The Decision has made certain amendments to the
Law for Promoting Private Education of the PRC. Please see “Decision on Amending the
Law for Promoting Private Education of the PRC” below for a summary of the Decision.

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

DECISION ON AMENDING THE LAW FOR PROMOTING PRIVATE EDUCATION OF THE
PRC

According to the Decision, which has made certain amendments to the Law for Promoting
Private Education of the PRC and will become effective on 1 September 2017, school sponsors of
private schools can choose to establish schools as not-for-profit or for-profit entities, with the
exception of schools providing compulsory education, which can only be established as not-for-profit
entities.

Comparison between for-profit schools and non-for-profit schools pursuant to the Decision

Set out below is a summary of certain comparison between for-profit schools and non-for-profit
schools pursuant to the Decision:

For-profit schools Not-for-profit schools

Applicability All private schools (except All private schools may choose to
for schools providing become not-for-profit schools
compulsory education) may
choose to become for-profit
schools

Profits School sponsors can obtain School sponsors cannot obtain
operating profits operating profits

Fee Determined based on costs Determined based on costs and market

Taxation, supply of
land and other
supportive
measures

and market demand, and
subject to the school’s
discretion

Preferential tax and supply of

land treatments according to
applicable laws

_ 14—

demand, and regulated by relevant
local governmental authorities

Preferential tax and supply of land
treatments according to applicable
laws (in addition, not-for-profit
schools enjoy the same preferential
tax and supply of land treatments as
public schools, which are currently
eligible to enjoy EIT exemption)

Enjoy more supportive measures, such
as government subsidies, fund awards
and incentive donations, than for-
profit schools
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For-profit schools Not-for-profit schools

Liquidation School sponsors can obtain The schools’ remaining assets shall be
the school’s remaining assets used for the operation of other not-for
after the settlement of the profit schools. For schools established
schools’ indebtedness before the promulgation of the

Decision, prior to the remaining assets
being used as such, school sponsors
may apply for compensation or awards
from the school’s remaining assets
after the settlement of the school’s
indebtedness

For further details of the amendments pursuant to the Decision, please refer to “Regulations —
Regulations on Private Education in the PRC — The Law for Promoting Private Education and the
Implementation Rules for the Law for Promoting Private Education” and “Business — The Decision
on Amending the Law for Promoting Private Education in the PRC” of this prospectus.

Reasons for not changing our schools into for-profit schools

All of our existing schools which provide compulsory education, namely our primary and
middle schools, as well as our high schools are currently not-for-profit schools under the
classification of the Decision. We have not yet had any definitive plan to change the status of any of
our high schools to for-profit schools as at the Latest Practicable Date, based on the reasons that (i)
the Decision does not specify that our schools have to notify any authority of their status as
not-for-profit entities or for-profit entities within a time limit upon the Decision becomes effective;
(i1) the Decision is silent on the specific measures with respect to how existing schools can choose
to become for-profit schools, which, according to the Decision, shall be regulated by the
corresponding laws and regulations promulgated by local government authorities; and (iii) the
implementation regulations have not been promulgated. We also have no plans to change the status
of any of our primary and middle schools to for-profit schools as, according to the Decision, our
primary and middle schools can only be established as not-for-profit schools.

Potential impact on our high schools if changed into for-profit schools

In the event that the status of any of our high schools is changed into a for-profit school,
according to the Decision, the school sponsor of such school will be able to obtain operating profit.
According to the Decision, as a for-profit school, there will be more flexibility in determining the
types and amounts of fees charged by such school as this will be determined by the school at its
discretion. Moreover, upon liquidation of a for-profit school, the school sponsor(s) of which can
obtain the school’s remaining assets after the settlement of such school’s indebtedness (unlike the
requirements and restrictions under the Decision which apply to the liquidation of a not-for-profit
school). However, if any of our high schools is changed into a for-profit school, a potential impact
on us will be that the supporting measures that a for-profit school may enjoy will be less than a
not-for-profit school. For instance, a for-profit school will not be expected to enjoy the same
preferential tax treatment as public schools or not-for-profit schools. It is also unclear whether, when
and how existing schools that choose to become for-profit schools will be required to pay additional
taxes or undergo re-registration or financial settlement during the transition process.

— 15 -
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With respect to our new schools in operation or proposed new schools, namely Panjin
Guangzheng Preparatory School, Weifang Guangzheng Preparatory School, Guang’an Guangzheng
Preparatory School, Yunfu Guangzheng Preparatory School and Zhaoqing Guangming Preparatory
School, we have not made any definitive decision whether to commence offering high school
education in such schools as at the Latest Practicable Date. In the event that we decide in doing so,
we will adopt the same approach in deciding whether any such new high schools will be operated as
for-profit schools or not. As advised by our PRC Legal Adviser, the above mentioned arrangement
relating to our high schools does not violate the applicable PRC laws, since the Decision does not
require existing private high schools to decide whether to become for-profit or not-for-profit schools
within a time limit.

Contractual Arrangements

Our PRC Legal Adviser has advised us that, the Decision has no material impact on the
Contractual Arrangements and that the Contractual Arrangements will remain legal and effective
(including the payment of fees pursuant thereunder) after the Decision becomes effective, if the
Regulation on Operating Sino-foreign Schools of the PRC ( €13 A [ IAN B S5 1R HEER G A7) )
(the “Sino foreign Schools Regulation”), the Foreign Investment Industries Guidance Catalog
(Amended in 2015) ( (HMEHEEZEIREH BE) (20154E157])) (the “Guidance Catalog”) and other
relevant PRC laws remain unchanged by then, because (i) the Sino-foreign Schools Regulation and
the Guidance Catalog still prohibit foreign ownership of primary and middle schools in the PRC and
restrict the operation of high schools to Sino-foreign cooperation; and (ii) the Decision does not
prohibit the Contractual Arrangements in relation to schools operating in the PRC, and does not
prohibit the payment of service fees by private schools operating in the PRC to their service
providers, including the payment of fees pursuant to the Contractual Arrangements.

Potential risks and impact of the Decision on us

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

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

DIVIDENDS

As of the Latest Practicable Date, we had not declared or paid any dividends on our ordinary
shares. We intend to adopt, after our Listing, a general dividend policy of declaring and paying
dividends on an annual basis of no less than 30% of our distributable net profit attributable to our
Shareholders in the future but subject to, among other things, our future operation and earnings,
capital requirements and surplus, financial condition, working capital requirements and other factors
that our Directors consider relevant. Any declaration and payment as well as the amount of dividends
will be subject to our constitutional documents and the relevant laws. There can be no assurance that
we will be able to declare or distribute any dividend in the amount set out in any plan of the Board
or at all.

RISKS RELATING TO OUR BUSINESS AND INDUSTRY

We are subject to various risks related to our business and our industry. Major risks we face
include, among others, (i) our business depends on our ability to maintain or raise the tuition and
boarding fee levels we charge at our schools; (ii) we generate all of our revenue from a limited
number of cities in China and from a limited number of schools; (iii) our business depends on the
market recognition of our brand and reputation that we may not be able to maintain; (iv) we may fail
to continue to attract and retain students in our schools; (v) our students’ academic performance may
fall and satisfaction with our educational services may otherwise decline; (vi) we may be subject to
pricing pressures, reduced operating margins, loss of market share, departure of key employees and
increased capital expenditures due to competition in the education sector; (vii) our business depends
on our ability to recruit and retain qualified and committed teachers and other school personnel; and
(viii) we may not be able to obtain all necessary approvals, licenses and permits and to make all
necessary registrations and filings for our educational and other services in China. A detailed
discussion of these and other risks relating to our business, our industry, the PRC and the Global
Offering are set out in “Risk Factors™ of this prospectus.

PROPERTY VALUATION

According to the property valuation report prepared by DTZ Cushman & Wakefield Limited, an
independent valuer, as contained in Appendix III to this prospectus, the value of the properties held
by us for investment in the PRC as of 31 December 2016 was approximately RMB18.3 million and
the value of the properties held and occupied by us in the PRC as of the same date was approximately
RMB490.0 million. Please refer to Appendix III to this prospectus for detailed information on the
valuation of our properties, including major assumptions for the valuation. Please refer to “Risk
Factors — Risks Relating to Our Business and Industry — The appraisal value of our properties may
be different from their actual realizable values and are subject to uncertainty or change” for details
of the risks associated with the assumptions made in the valuation of our properties.

LEGAL PROCEEDINGS AND COMPLIANCE

During the Track Record Period, we were not in compliance with certain PRC laws and
regulations, including, (i) we breached the relevant requirements for making full contributions to the
social insurance plans and the housing provident fund for our employees; (ii) we had not obtained the
land use right certificates for certain parcels of land used by one of our schools; (iii) we used certain
personal accounts opened under the names of some of our Directors and senior management for the
settlement of corporate funds for Guangdong Guangzheng and four of our schools; and (iv) we had
not obtained real estate ownership certificates and certain requisite certificates or permits for certain
of our owned buildings. Please refer to “Business — Legal Proceedings and Compliance” in this
prospectus for further details.
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DEFINITIONS

Technical Terms.”

In this prospectus, unless the context otherwise requires, the following terms shall have the
meanings set out below. Certain other terms are explained in the section headed “Glossary of

“affiliate”

“Application Form(s)”

“Articles” or “Articles of
Association”

“BNP Paribas”

“Board”

“Bright Education BVI”

“Bright Education HK”

“Bright Education Holdings”

t3]

“Bright Education Investment

“Business Day”

“BVI”

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) and
green application form(s), or where the context so requires, any
of them, relating to the Hong Kong Public Offering

the articles of association conditionally adopted by our
Company on 3 January 2017, with effect from the Listing Date,
as amended from time to time, a summary of which is set forth
in Appendix IV to this prospectus

BNP Paribas Securities (Asia) Limited, acting as joint global
coordinator, joint bookrunner and joint lead manager of the
Global Offering and the sole sponsor of the Listing, a
corporation licensed to conduct type 1 (dealing in securities),
type 2 (dealing in futures contracts), type 4 (advising on
securities) and type 6 (advising on corporate finance) regulated
activities under the SFO

the board of directors of our Company

Bright Education Co. Limited, a limited liability company
incorporated in the BVI on 29 July 2010 and a wholly-owned
subsidiary of our Company

Bright Education (HK) Co. Limited, a limited liability company
incorporated in Hong Kong on 15 September 2010 and a
wholly-owned subsidiary of our Company

Bright Education (Holdings) Co. Limited, a limited liability
company incorporated in the BVI on 23 June 2010, all the
issued shares of which are held by Mr. Liu, and one of our
Controlling Shareholders

Bright Education Investment Co. Limited, a limited liability
company incorporated in the BVI on 23 June 2010, all the
issued shares of which are held by Ms. Li, and one of our
Controlling Shareholders

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

the British Virgin Islands

— 18 =



DEFINITIONS

“CAD”
“CAGR”

“Capitalisation Issue”

“Cayman Companies Law”

“CCASS”

“CCASS Clearing Participant”

“CCASS Custodian Participant”

“CCASS Investor Participant”

“CCASS Participant”

“Cinese Group”

“Companies Ordinance”

“Companies (Winding Up and
Miscellaneous Provisions)
Ordinance”

Y

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

Canadian dollars, the lawful currency of Canada
compound annual growth rate

the issue of Shares to be made upon capitalisation of certain
sums standing to the credit of the share premium account of our
Company referred to in the paragraph headed “A. Further
Information about our Group - 3. Resolutions of the
Shareholders of our Company” in Appendix V to this prospectus

the Companies Law, Chapter 22 (Law 3 of 1961, as
consolidated and revised) of the Cayman Islands as amended,
supplemented or otherwise modified from time to time

the Central Clearing and Settlement System established and
operated by HKSCC

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

Cinese Group Company Limited (E&EEERAF), a
company with limited liability established in the PRC on 18
May 1995 and beneficially wholly owned by Mr. Liu

the Companies Ordinance (Chapter 622 of the Laws of Hong
Kong) effective from 3 March 2014, 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

Wisdom Education International Holdings Company Limited
(B RHHE BB E A BRA ) (formerly known as Wisdom
Education Group Company Limited (& R & &£ AR AF)
and Bright Education Group Co. Ltd. QtIEZE GEE)ARA
A])), an exempted company with limited liability incorporated
in the Cayman Islands on 13 July 2010
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DEFINITIONS

“Consolidated Affiliated Entities”
or “Consolidated Affiliated
Entity”

“Contractual Arrangements”

“Controlling Shareholders”

“CSRC”

“Decision”

“Deed of Indemnity”

“Deed of Non-competition”

“Deed of Undertaking”

“Directors”

the entities that we control through the Contractual
Arrangements which comprised, as at the Latest Practicable
Date, Guangdong Guangzheng, Dongguan Guangming School,
Dongguan Guangming Primary School, Dongguan Guangzheng
Preparatory School, Weifang Guangzheng Preparatory School,
Dongguan  Wenhui, Guang’an  Guangzheng, Huizhou
Guangzheng, Huizhou Guangzheng Preparatory School, Panjin
Guangzheng, Panjin Guangzheng Preparatory School, Weifang
Guangzheng and Yunfu Guangzheng

the series of contractual arrangements entered into by
Dongguan Ruixing, our Consolidated Affiliated Entities and the
Registered Shareholders (as the case may be), details of which
are described in the section headed “Contractual Arrangements”
in this prospectus

has the meaning ascribed thereto under the Listing Rules and, in
the context of this prospectus, means collectively Mr. Liu, Ms.
Li, Bright Education Holdings and Bright Education Investment

China Securities Regulatory Commission ( 5 B #5 75 B B 5 2%
E ), a regulatory body responsible for the supervision and
regulation of the PRC national securities markets

the Decision on Amending the Law for Promoting Private
Education of the PRC ( {BME < N RALAIE RIFAF
{RHEFSHILE) ) issued by the the Standing Committee of the
National People’s Congress on 7 November 2016, which will
become effective on 1 September 2017

the deed of indemnity dated 3 January 2017 entered into by our
Controlling Shareholders in favour of our Company in respect
of certain indemnities, further information of which is set out in
“E. Other Information — 1. Deed of Indemnity” in Appendix V
to this prospectus

the deed of non-compete undertaking dated 3 January 2017
entered into by our Controlling Shareholders in favour of our
Company, pursuant to which our Controlling Shareholders
agreed to provide with our Company certain non-compete
undertaking, a summary of which is set out in “Relationship
with  Our Controlling Shareholders - Non-compete
Undertaking” of this prospectus

the deed of undertaking dated 3 January 2017 entered into by
Mr. Liu and Ms. Li in favour of our Company, further
information of which is set out in “Contractual Arrangements —
Development in the PRC Legislation on Foreign Investment —
Measures to maintain control over and receive economic
benefits from our Consolidated Affiliated Entities” of this
prospectus

the directors of our Company
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DEFINITIONS

“Dongguan Andres”

“Dongguan Cinese Real Estate”

“Dongguan Guangming Primary

School”

“Dongguan Guangming School”

“Dongguan Guangzheng
Pharmaceutical”

“Dongguan Guangzheng
Preparatory School”

“Dongguan Guangzheng
Property”

“Dongguan Ruixing”

“Dongguan Trust”

REE T ZIEFIT A E R E AR A F (Dongguan Andres
Education Investment Co., Ltd.), a company with limited
liability established in the PRC on 24 February 2016 and the
entire share capital of which is held by Mr. Liu

REET & 45 HUE B 82 A BR /A F] (Dongguan Cinese Real Estate
Development Co. Ltd.), a company established in the PRC on

27 June 2002 and is indirectly wholly-owned by Mr. Liu

WEET /MR (Dongguan Guangming Primary School), an
entity established under the laws of the PRC on 25 August 2004,
of which the school sponsor’s interest is wholly-owned by
Guangdong Guangzheng, and a Consolidated Affiliated Entity
of our Company

WM HE:  (Dongguan Guangming School), an entity
established under the laws of the PRC on 9 April 2003, of which
the school sponsor’s interest is wholly-owned by Guangdong
Guangzheng, and a Consolidated Affiliated Entity of our
Company

RESETTGIE B 247 R A 7 (Dongguan Guangzheng
Pharmaceutical Co., Ltd.), a company with limited liability
established in the PRC on 29 September 2003 and a former
subsidiary of Guangdong Guangzheng which was disposed of
by Guangdong Guangzheng and Mr. Liu, respectively to Mr.
Liu Jiefeng (21788%) (a nephew of Mr. Liu)

REETEIEE AL (Dongguan Guangzheng Preparatory
School), an entity established under the laws of the PRC on 1
July 2004, of which the school sponsor’s interest is wholly-
owned by Guangdong Guangzheng, and a Consolidated
Affiliated Entity of our Company

HEE TG IEY MR A B w (Dongguan Guangzheng
Property Services Co., Ltd.), a company with limited liability
established in the PRC on 16 January 2009 and a former
subsidiary of Guangdong Guangzheng which was disposed of
by Guangdong Guangzheng to Mr. Liu Jiefeng (a nephew of Mr.
Liu) and Mr. SP Liu in February 2016

W E BB IS A BRA 7] (Dongguan Ruixing Business
Services Co., Ltd.), a company with limited liability established
in the PRC on 17 May 2013 and a wholly-owned subsidiary of
our Company

WFE(H 5L A FR/A F] (Dongguan Trust Co., Ltd.), a company with
limited liability established in the PRC on 13 March 1987 and
a former holder of 62.5% equity interest in Panjin Guangzheng
and 75% equity interest in Huizhou Guangzheng
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DEFINITIONS

“Dongguan Wenhui”

“Dongguan Yuexing”

“Draft Foreign Investment Law’

“EIT”

“EIT Law”

t3]

“Equity Pledge Agreement

“Exclusive Call Option

Agreement”

“Exclusive Management
Consultancy and Business
Cooperation Agreement”

“Foreign Investment Catalog”

“Frost & Sullivan”

“Frost & Sullivan Report”

“Global Offering”

REET X ER B R ERR/AR (Dongguan Wenhui Education
Investment Co., Ltd.), a company with limited liability
established in the PRC on 6 August 2015 and a Consolidated
Affiliated Entity of our Company

SEPLELE F # A FR/AF]  (Dongguan Yuexing Education
Consulting Co., Ltd.), a company with limited liability
established in the PRC on 4 December 2012 and a wholly-
owned subsidiary of our Company

the PRC Law on Foreign Investment (Draft for Comment) ( %}
B 4% R (R R oK & LAY ) published by MOFCOM on 19
January 2015

the enterprise income tax of the PRC

the PRC Enterprise Income Tax Law ( ("3 A RILFIER A 2E 7
38ii%) ) issued on 16 March 2007 and its implementation
rules issued on 6 December 2007, both effective from 1 January
2008

the equity pledge agreement entered into by and among
Dongguan Ruixing, the Registered Shareholders and
Guangdong Guangzheng dated 1 July 2016

the exclusive call option agreement entered into by and among
Dongguan Ruixing, the Registered Shareholders and
Guangdong Guangzheng dated 1 July 2016

the exclusive management consultancy and business
cooperation agreement entered into by and among Dongguan
Ruixing, Guangdong Guangzheng and its subsidiary entities as
described therein and the Registered Shareholders dated 1 July
2016

the Foreign Investment Industries Guidance Catalog of 2015
( G PHEE SEFRE H B (2015) ) ), which was promulgated
jointly by the MOFCOM and NDRC on 10 March 2015 and
came into effect on 10 April 2015

Frost & Sullivan (Beijing) Inc., Shanghai Branch Co., an
independent market, research and consulting company which
prepared the Frost & Sullivan Report

the report written by Frost & Sullivan as commissioned by the
Company containing an analysis of the PRC education industry
and other relevant economic and statistical data, as referred in
“Industry Overview” of this prospectus

the Hong Kong Public Offering and the International Offering
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DEFINITIONS

“green application form(s)”

o

“Group”, “our Group”,

9 9 2

“the Group”, “we”, “us”,
or “our”

“Guang’an Guangzheng”

“Guang’an Guangzheng
Preparatory School”

“Guangdong Guangzheng”

“HK dollars” or “HK$”

“HKFRS”

“HKSCC”

“HKSCC Nominees”

“Hong Kong” or “HK”

“Hong Kong Offer Shares”

“Hong Kong Public Offering”

the application form(s) to be completed by the White Form
eI[PO Service Provider designated by the Company
Computershare Hong Kong Investor Services Limited

our Company, its subsidiaries and our 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, such subsidiaries
as if they were subsidiaries of our Company at the relevant time

JEZIEIE A H R A PR/ F (Guang’an Guangzheng Education
Development Co., Ltd.) a company with limited liability
established in the PRC on 8 April 2016 and a Consolidated
Affiliated Entity of our Company

JELTCIEHEEM  (Guanga’an  Guangzheng Preparatory
School), a school proposed to be established by our Group

RO IEHE R A R A R (Guangdong Guangzheng
Educational Group Co., Ltd.), a company with limited liability
established in the PRC on 10 October 2002 and a Consolidated
Affiliated Entity of our Company

Hong Kong dollars, the lawful currency of Hong Kong

the Hong Kong Financial Reporting Standards (including
HKASs and their interpretations) issued by the Hong Kong
Institute of Certified Public Accountants

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 PRC

the 50,000,000 new Shares being initially offered by our
Company for subscription at the Offer Price pursuant to the
Hong Kong Public Offering, subject to adjustment and re-
allocation as described in “Structure of the Global Offering” in
this prospectus

the offer by our Company of the Hong Kong Offer Shares for
subscription by the public in Hong Kong (subject to adjustment
as described in “Structure of the Global Offering” in this
prospectus) for cash at the Offer Price (plus brokerage of 1%,
SFC transaction levy of 0.0027% and Stock Exchange trading
fee of 0.005%), on the terms and subject to conditions set out in
this prospectus and the Application Forms
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DEFINITIONS

“Hong Kong Share Registrar”

“Hong Kong Underwriters”

“Hong Kong Underwriting
Agreement”

“Huizhou Guangzheng”

“Huizhou Guangzheng
Preparatory School”

“IFRS”

“Independent Third Party(ies)”

“International Offer Shares”

“International Offering”

“International Underwriters”

“International Underwriting
Agreement”

Computershare Hong Kong Investor Services Limited

underwriters of the Hong Kong Public Offering whose names
are set out in the section headed “Underwriting — Hong Kong
Underwriters” in this prospectus

the underwriting agreement dated 13 January 2017, relating to
the Hong Kong Public Offering, entered into by our Company,
the Controlling Shareholders, the Joint Global Coordinators and
the Hong Kong Underwriters, as further described in
“Underwriting — Underwriting Arrangements And Expenses —
Hong Kong Public Offering” of this prospectus

B TOEIEREABRAF (Huizhou Guangzheng Investment
Co., Ltd.), a company with limited liability established in the
PRC on 23 July 2009 and a Consolidated Affiliated Entity of
our Company

BN YCIEEBE S (Huizhou  Guangzheng  Preparatory
School), an entity established under the laws of the PRC on 10
April 2014, of which the school sponsor’s interest is wholly-
owned by Huizhou Guangzheng, and a Consolidated Affiliated
Entity of our Company

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

an individual or a company who or which is not a director, chief
executive or substantial shareholder of our Company or any of
our subsidiaries, or an associate of any of such director, chief
executive or substantial shareholder

the 450,000,000 Shares being initially offered for subscription
under the International Offering together, where relevant, with
any additional Shares that may be issued pursuant to any
exercise of the Over-allotment Option, subject to adjustment
and re-allocation as described in “Structure of the Global
Offering” of this prospectus

the conditional placing of the International Offer Shares outside
the United States in offshore transactions in accordance with
Regulation S, as further described in “Structure of the Global
Offering” of 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 and the International Underwriters
on or about 19 January 2017, as described in “Underwriting —
Underwriting Arrangements And Expenses — International
Offering” of this prospectus
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DEFINITIONS

“Joint Bookrunners”

“Joint Global Coordinators”

“Joint Lead Managers”

“Latest Practicable Date”

“Law for Promoting Private
Education”

“Listing”

“Listing Committee”

“Listing Date”

“Listing Rules”

“M&A Rules”

BNP Paribas, BOCI Asia Limited, Citigroup Global Markets
Asia Limited (in relation to the Hong Kong Public Offering),
Citigroup Global Markets Limited (in relation to the
International Offering), CLSA Limited, CMB International
Capital Limited, ABCI Capital Limited, CCB International
Capital Limited, Haitong International Securities Company
Limited and Ping An Securities Limited

BNP Paribas, BOCI Asia Limited, Citigroup Global Markets
Asia Limited, CLSA Limited and CMB International Capital
Limited

BNP Paribas, BOCI Asia Limited, Citigroup Global Markets
Asia Limited (in relation to the Hong Kong Public Offering),
Citigroup Global Markets Limited (in relation to the
International Offering), CLSA Limited and CMB International
Capital Limited

6 January 2017, being the latest practicable date for the purpose
of ascertaining certain information contained in this prospectus
prior to its publication

Law for Promoting Private Education of the PRC ( {H#E AR
ORI E R B (2 #E1%) ) issued by the Standing Committee of
the National People’s Congress, effective as from 1 September
2003 and amended on 29 June 2013

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 around 26 January 2017, from
which the Shares are listed and dealings therein 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

Rules on Merger and Acquisition of Domestic Enterprises by
Foreign Investors ( RSN E R A B ZERHEE) )
joint issued by the MOFCOM, the State-Owned Assets
Supervision and Administration Commission of the State
Council (BB BBl A & e B R B ), the State
Administration of Taxation (BZEBiHAL)E), the State
Administration of Industry and Commerce (8% T.p17 & #
%@)%), the CSRC and the SAFE on 8 August 2006, effective as
from 8 September 2006 and amended on 22 June 2009
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DEFINITIONS

“Main Board”

“Memorandum” or
“Memorandum of Association”

“MOFCOM”

“Mr. Liu”

“Mr. SP Liu”

“Ms. Li”

“Nantong Guangzheng”

“NDRC”

“Notices and Regulations”

“Offer Price”

“Offer Share(s)”

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 by our
Company on 3 January 2017, as amended from time to time

the Ministry of Commerce of the PRC (H 3 A R A0 B P 75 3K)

Mr. Liu Xuebin (#184%), our chairman of the Board, an
executive Director and one of our Controlling Shareholders

Mr. Liu Shoupeng (¥|75%2), the father of Mr. Liu

Ms. Li Suwen (ZFZE ), our chief executive officer, an
executive Director and one of our Controlling Shareholders

TLER A TG IE B AT PR H] (Jiangsu Nantong
Guangzheng Investment Co., Ltd.), a company with limited
liability established in the PRC on 12 August 2011 and a former
subsidiary of Guangdong Guangzheng which was disposed of
by Guangdong Guangzheng to Mr. Liu and Ms. Li

the National Development and Reform Commission of the PRC

(GE INEE 5P 2 Y & o = § =)

the Notice on Regulation of Administration on Fee Collection of
Private Primary and Middle School of Guangdong Province ( {J&
AW ~ ABE BERNALE TR A RN ECR I
A (BAE[2009]245%)) jointly promulgated by the Price
Bureau of Guangdong Province and the Department of Education
of Guangdong Province on 4 February 2009, and the Notice on
Further Regulations of Administration on Fee Collection of Private
Primary and Middle Schools (<A 7 — 5 K 5 R A b /N ER Al
HAETAEA) CRIE(2014)22%F)) jointly promulgated by the
Price Bureau of Dongguan City and the Ministry of Education of
Dongguan City on 28 January 2014

the final HK dollar price per Offer Share (exclusive of
brokerage of 1%, the SFC transaction levy of 0.0027% and the
Stock Exchange trading fee of 0.005%) at which the Hong Kong
Offer Shares are to be subscribed under the Hong Kong Public
Offering and the International Offer Shares are to be offered
under the International Offering, to be determined in the
manner further described in the section headed “Structure of the
Global Offering — Pricing and allocation” of this prospectus

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

“Over-allotment Option”

“Panjin Guangzheng”

“Panjin Guangzheng Preparatory
School”

“PBOC”

“Pearl River Delta”

“Powers of Attorney”

“PRC” or “China”

“PRC government” or “Chinese
government”

“PRC Legal Adviser”

“Pre-IPO Share Option Scheme”

the option expected to be granted by our Company to the
International Underwriters exercisable by BNP Paribas (after
consultation with the Joint Global Coordinators to the extent
practicable) on behalf of the International Underwriters,
pursuant to which our Company may be required to allot and
issue up to 75,000,000 additional new Shares, representing 15%
of the Shares initially available under the Global Offering, to
cover over-allocations in the International Offering (if any) as
described in the section headed “Structure of the Global
Offering — Over-Allocation and Stabilisation” of this prospectus

BEREIERE A FR/A T (Panjin Guangzheng Investment Co.,
Ltd.), a company with limited liability established in the PRC
on 13 March 2013 and a Consolidated Affiliated Entity of our
Company

EEOEIE B B2 4S (Panjin Guangzheng Preparatory School), an
entity established under the laws of the PRC on 14 October
2016, of which the school sponsor’s interest is wholly-owned
by Panjin Guangzheng, and a Consolidated Affiliated Entity of
our Company

People’s Bank of China, the central bank of the PRC

a PRC geographic region comprising Guangzhou, Shenzhen,
Zhuhai, Dongguan, Foshan, Zhongshan, Huizhou, Jiangmen,
Zhaoqing, Qingyuan, Yunfu, Yangjiang, Meizhou and Heyuan,
all of which are located in Guangdong province

the respective powers of attorney dated 1 July 2016 executed by
Ms. Li and Mr. SP Liu, respectively

People’s Republic of China and “Chinese” shall be construed
accordingly. References in this prospectus to the PRC or China
exclude Hong Kong, Macau and Taiwan

the central government of the PRC, including all governmental
subdivisions (including provincial, municipal and other
regional or local government entities)

Commerce & Finance Law Offices, a law firm licensed to
provide advice with respect to PRC laws

the pre-IPO share option scheme conditionally adopted by our
Company on 3 January 2017, a summary of the principal terms
of which is set out in the paragraph headed “D. Share Option
Schemes — 1. Pre-IPO Share Option Scheme” in Appendix V to
this prospectus
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DEFINITIONS

“Price Determination Agreement”

“Price Determination Date”

“Registered Shareholders”

“Regulation S”

“Reorganisation”

“Repurchase Mandate”

“RMB” or “Renminbi”

“SAFE”

“SFC”

“SFO”

“Share Option Scheme”

“Shareholders”

“Shares”

“Shenzhen Youyue”

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

the date, expected to be 19 January 2017, on which the Offer
Price is fixed for the purposes of the Global Offering, and in
any event no later than 24 January 2017

Ms. Li and Mr. SP Liu, the registered shareholders of
Guangdong Guangzheng

Regulation S under the U.S. Securities Act

the reorganisation steps implemented by our Group, as
described in the section headed “History and development” of
this prospectus

the general unconditional mandate to repurchase Shares given
to the Board by our Shareholders, particulars of which are set
forth in the paragraph headed “A. Further information about our
Group — 3. Resolutions of the Shareholders of our Company” in
Appendix V to this prospectus

Renminbi yuan, the lawful currency of the PRC

State Administration of Foreign Exchange of the PRC (13 A
FILANE B 5 S 4 3 )R)), the PRC  government authority
responsible for matters relating to foreign exchange
administration

the Securities and Futures Commission of Hong Kong

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

the share option scheme conditionally adopted by our Company
on 3 January 2017, the principal terms of which are summarised
under the paragraph headed “D. Share Option Schemes — 3.
Share Option Scheme” in Appendix V of this prospectus

holders of Shares

shares with a nominal value of HK$0.01 each in the capital of
our Company

GG E R BEEA R /A" (Shenzhen  Guangzheng
Youyue Technology Development Co., Ltd.), a company with
limited liability established in the PRC on 10 October 2015 and
a wholly-owned subsidiary of our Company
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“Sino-Foreign Regulation”

“Sole Sponsor”

“South China”

“SP Liu Spouse’s Undertaking”

“Stabilising Manager”
“State Council”

“Stock Borrowing Agreement”

“Stock Exchange” or
“Hong Kong Stock Exchange”

“Track Record Period”

“Underwriters”

“Underwriting Agreements”

“U.S.” or “United States”

“U.S. Securities Act”

“USD” or “US$”

“VAT”

“Weifang Guangzheng”

the  Regulation on  Sino-Foreign  Cooperation in
Operating ~ Schools (3 A RILANE 1 4G AEHFER G 1),
promulgated by the State Council in 2003 and amended on 18
July 2013

BNP Paribas

a PRC geographic region comprising Guangdong province,
Guangxi province and Hainan province

the undertaking executed by the spouse of Mr. SP Liu, namely
Ms. Huang Ailing (% 4H), dated 1 July 2016

BNP Paribas
State Council of the PRC (3 A F& A1 B [ 75 B )

the stock borrowing agreement expected to be entered into
between the Stabilising Manager and Bright Education
Holdings on or about 19 January 2017 pursuant to which Bright
Education Holdings agrees to lend in aggregate up to
75,000,000 Shares to the Stabilising Manager on the terms set
out therein

The Stock Exchange of Hong Kong Limited

the period comprising the three financial years ended 31 August
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 and possessions,
any State of the United States and the District of Columbia

the United States Securities Act of 1933, as amended
supplemented or otherwise modified from time to time, and the
rules and regulations promulgated thereunder

United States dollars, the lawful currency of the United States
the value added tax of the PRC

HEHEIE R BRI E A R A (Weifang Guangzheng
Preparatory School Investment Co., Ltd.), a company with

limited liability established in the PRC on 9 October 2015 and
a Consolidated Affiliated Entity of our Company
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“Weifang Guangzheng W IE E B EAL (Weifang Guangzheng Preparatory School),
Preparatory School” an entity established under the laws of the PRC on 28 July 2016,
of which the school sponsor’s interest is wholly-owned by
Guangdong Guangzheng, and a Consolidated Affiliated Entity

of our Company

“West Delta” a PRC geographical region comprising Sichuan province,
Shaanxi province and Chongqing municipality city

“White Form eIPO” the application for the Hong Kong Offer Shares to be issued in
the applicant’s own name by submitting applications online
through the designated website at www.eipo.com.hk

“White Form eIPO Service Computershare Hong Kong Investor Services Limited
Provider”
“Yunfu Guangzheng” EWFHEIERERR/AF] (Yunfu Guangzheng Investment Co.,

Ltd.), a company with limited liability established in the PRC
on 31 August 2016 and a Consolidated Affiliated Entity of our
Company which was owned as to 75% by Guangdong
Guangzheng and 25% by Mr. Xie Runjiong (#fi#4), an
Independent Third Party

“Yunfu Guangzheng Preparatory EFHCIEE S (Yunfu Guangzheng Preparatory School),

School” a school proposed to be established by our Group
“Zhaoqing Guangming FERETOCHEBSEMK  (Zhaoqing Guangming  Preparatory
Preparatory School” School), a school proposed to be established by our Group
“%” per cent
In this prospectus, the terms “associate”, “close associate”, “connected person”, “core
connected person”, “connected transaction”, “controlling shareholder”, “subsidiary” and

“substantial shareholder” shall have the meanings given to such terms in the Listing Rules, unless
the context otherwise requires.

The English translation and/or transliteration of the names of PRC nationals, entities,
enterprises, government authorities, departments, facilities, certificates, titles, laws and regulations
included in this prospectus is included for identification purposes only. In the event of any
inconsistency between the English translation and/or transliteration and the Chinese versions, the
Chinese versions 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

definitions.

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

“A Level courses”

“ACT courses”

“compulsory education”

“feeder school”

i)

“First Class Universities’

“fundamental education”

“high schools”

“IELTS courses”

“IGCSE courses”

“middle class”

“middle schools”

“non-distributable reserve”

courses designed to prepare students for the examinations
required for obtaining the United Kingdom General Certificate
of Education Advanced Level qualification offered to students
completing secondary education

courses designed to prepare students for the ACT college
readiness assessment, a standardised test for college admissions
in the United States

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

a PRC primary or middle school, many of whose graduates
continue their education at another specific middle or high
school

first-tier universities identified in the “University Application
and Enrolment Guidelines for Guangdong Province” issued by
the Education Examinations Authority of Guangdong Province
for the 2013/2014, 2014/2015 and 2015/2016 school years

preschool, primary school, middle school and high school level
education

schools that provide education for students in grade 10 through
grade 12

courses designed to prepare students for the International
English Language Testing System (IELTS), a standardised test
of English language proficiency

courses designed to prepare students for the examinations
required for obtaining the International General Certificate of
Secondary Education (IGCSE), an English language curriculum
offered to secondary students to prepare them for more
advanced secondary qualifications

the broad group of people who fall socio-economically between
the working class and upper class

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

a non-distributable reserve established by our Group to manage
the retained earnings from our on-campus canteens
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“one-child policy”

“primary schools”

“private schools”

“public schools”

“school year”

“secondary schools”

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
six

schools which are not administered by local, provincial or
national governments

schools administered by local, provincial or national
governments

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

schools that include middle schools and high schools
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FORWARD-LOOKING STATEMENTS

This prospectus contains forward-looking statements that state our intentions, beliefs,
expectations or predictions for the future that are, by their nature, subject to significant risks and
uncertainties. These forward-looking statements include all statements in this prospectus that are not
historical fact, including, without limitation, statements relating to:

. our operations and business prospects;

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

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

. our ability to maintain or increase student enrollment in our schools;

. our ability to maintain or increase tuition fees;

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

. our capital expenditure programmes and future capital requirements;

. our future general and administrative expenses;

. our ability to control costs;

. future developments, trends and conditions in the industry and markets in which we
operate;

. general economic conditions;

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

in which we operate;

. the amount and nature of, and potential for, future development of our business;
. capital market developments;

. the actions and developments of our competitors;

. our dividend policy; and

. all other risks and uncertainties described in “Risk Factors” in this prospectus.

When used in this prospectus, the words “aim”, “anticipate”, “believe”, “could”, “endeavour”,
“envisage”, “estimate”, “expect”, “going forward”, “in the future”, “intend”, “may”, “plan”, “seek”,
“will”, “would” and similar expressions, as they relate to us, are intended to identify a number of
these forward-looking statements. Such statements reflect the current views of our management with
respect to future events and are subject to certain risks, uncertainties and assumptions, including the
risk factors described in this prospectus. Should one or more of these risks or uncertainties
materialise, or should underlying assumptions prove to be incorrect, our results of operations and
financial condition may be adversely affected and may vary materially from those described herein
as anticipated, believed or expected. Accordingly, such statements are not a guarantee of future
performance and you should not place undue reliance on such forward-looking information.
Moreover, the inclusion of forward-looking statements should not be regarded as representations by
us that our plans and objectives will be achieved or realised.
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RISK FACTORS

You should carefully read and consider all of the information in this prospectus including
the risks and uncertainties described below before deciding to make any investment in our
Shares. Our business, financial condition or results of operations could be materially adversely
affected by any of these risks and uncertainties. The trading price of our Shares could decline
due to any of these risks and uncertainties. As a result you may lose part or all of your
investment.

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

RISKS RELATING TO OUR CONTRACTUAL ARRANGEMENTS

We may be subject to severe penalties if the PRC government finds that the agreements that
establish the structure for operating our business in China do not comply with applicable PRC
laws and regulations.

Foreign investment in the education industry in China is extensively regulated and subject to
various restrictions. Under the Foreign Investment Catalog, foreign investors are prohibited from
investing in primary and middle schools in the PRC for students in grades one through nine. In
addition, under the Sino-Foreign Regulation, foreign investment in high schools in the PRC must be
in the form of cooperation between Chinese educational institutions and foreign educational
institutions. Furthermore, under the Implementation Opinions of the MOE on Encouraging and
Guiding the Entry of Private Capital in the Fields of Education and Promoting the Healthy
Development of Private Education, which was issued by the MOE on 18 June 2012, the foreign
portion of the total investment in a Sino-foreign joint venture school must be below 50%. Please refer
to “Regulations” of this prospectus for further details.

Accordingly, our subsidiaries in China are currently ineligible to apply for the required
education licenses and permits in China for the operation of primary and middle schools. In addition,
although foreign investment in high schools is not prohibited, our subsidiaries in China are still
ineligible to independently or jointly invest and operate high schools. We have entered into a series
of arrangements pursuant to which our wholly-owned subsidiary Dongguan Ruixing receives the
economic benefits from our Consolidated Affiliated Entities. Please refer to “Contractual
Arrangements” of this prospectus for further details. We have been and are expected to continue to
be dependent on our Contractual Arrangements to operate our education business in China.

If the Contractual Arrangements that establish the structure for operating our business in China
are found to violate any PRC laws or regulations in the future or fail to obtain or maintain any of the
required permits or approvals, the relevant PRC regulatory authorities, including the MOE, which
regulates the education industry, would have broad discretion in dealing with such violations,
including:

. revoking the business and operating licenses of our PRC subsidiaries or Consolidated
Affiliated Entities;

. discontinuing or restricting the operations of any related-party transactions among our
PRC subsidiaries or Consolidated Affiliated Entities;

. imposing fines or other requirements with which we or our PRC subsidiaries 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 licenses or relocate our businesses, staff and assets;
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. imposing additional conditions or requirements with which we may not be able to comply;
or

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

If any of the above penalties are imposed on us, our business, financial condition and results of
operations may be materially and adversely affected.

Our business may be significantly affected by the Draft Foreign Investment Law, if
implemented as proposed.

On 19 January 2015, MOFCOM published the Draft Foreign Investment Law. The Draft Foreign
Investment Law proposes significant changes to the PRC foreign investment legal regime and, when
implemented, may have a significant impact on businesses in China controlled by foreign invested
enterprises primarily through contractual arrangements, such as our business. Please refer to
“Regulations — Foreign Investment in Education in the PRC” for further details. The MOFCOM
solicited comments on the Draft Foreign Investment Law in 2015, but no new draft has been
published since then. There is substantial uncertainty with respect to its final content, interpretation,
adoption timeline or effective date.

In the event that our Contractual Arrangements under which we operate our education business
are not treated as a domestic investment and/or our education business is classified as “prohibited
business” in the Prohibited 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
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 are
compliant with the Draft Foreign Investment Law, Mr. Liu and Ms. Li, as our Controlling
Shareholders, have each given an undertaking in favour of our Company that, among other things,
they will continue to maintain their Chinese nationality and citizenship. Please refer to “Contractual
Arrangements — Development in the PRC Legislation on Foreign Investment — Measures to Maintain
Control Over and Receive Economic Benefits from our Consolidated Affiliated Entities” in this
prospectus for further details. Our compliance with the Draft Foreign Investment Law depends on
their adherence to the terms of such undertaking. In the event that any of them breaches the
undertaking or any of their successors/beneficiaries do not comply with or otherwise adhere to such
undertaking, the Stock Exchange has limited enforcement power against any of them and we may not
be able to seek effective recourse against any of them. In such event, 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 trade in our Shares, which may have a material adverse effect
on the trading and liquidity of our Shares. For details of the Draft Foreign Investment Law and the
negative list, its potential impact on our Company, and our measures to maintain control over and
receive economic benefits from our Consolidated Affiliated Entities, please refer to “Contractual
Arrangements — Development in the PRC Legislation on Foreign Investment” and “Regulations” of
this prospectus for further details.
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Furthermore, the undertakings given by our Controlling Shareholders 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 the
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.

Our Contractual Arrangements may not be as effective in providing control over our
Consolidated Affiliated Entities as equity ownership.

We have relied and expect to continue to rely on our Contractual Arrangements to operate the
majority of our education business in China. Please refer to “Contractual Arrangements” of this
prospectus for further details of a description of these Contractual Arrangements. 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 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 shareholders’
rights to direct corporate actions as direct ownership would otherwise entail. If the parties under such
Contractual Arrangements refuse to carry out our directions in relation to everyday business
operations, we will be unable to maintain effective control over the operations of our schools in
China. 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 we derived all of our revenue
from our Consolidated Affiliated Entities for the years ended 31 August 2014, 2015 and 2016 and
substantially all of the assets of our Group are held by our Consolidated Affiliated Entities (including
our permits and licences, real estate leases, buildings and other educational facilities related to our
schools), our financial position would be materially and adversely affected if we were to lose
effective control over our Consolidated Affiliated Entities or if our Contractual Arrangements are
invalidated or nullified. 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 owners of our Consolidated Affiliated Entities may have conflicts of interest with us, which
may materially and adversely affect our business, financial condition and results of operations.

Our control over our Consolidated Affiliated Entities is based upon the Contractual
Arrangements with our Consolidated Affiliated Entities. The beneficial owners of our Consolidated
Affiliated Entities, Mr. Liu and Ms. Li, are also our Controlling Shareholders. Either of them may
potentially have conflicts of interest with us and breach any of their contracts or undertakings with
us if it would further any of their own interests or if any of them otherwise acts in bad faith. We
cannot assure you that when conflicts of interest arise between our Company and the beneficial
owners of our Consolidated Affiliated Entities, any of them will act completely in our interest or that
the conflicts of interest will be resolved in our favour. In the event that such conflict of interest cannot
be resolved in our favour, we may have to rely on legal proceedings which may disrupt our business
operations and subject us to uncertainties as to the outcome of such legal proceedings. As a result,
our business, financial condition and results of operations may be materially and adversely affected.
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We may have to incur additional costs and expend substantial resources to enforce our
Contractual Arrangements, temporarily or permanently lose control over our primary
operations or lose access to our primary sources of revenue, if our Consolidated Affiliated
Entities or their respective ultimate shareholders fail to perform their obligations under our
Contractual Arrangements.

Under the current Contractual Arrangements, if any of our Consolidated Affiliated Entities or
their ultimate shareholders fails to perform its or his/her respective obligations under these
Contractual Arrangements, we may incur substantial costs and resources to enforce such
arrangements and relying on legal remedies under PRC laws, including seeking specific performance
or injunctive relief and claiming damages.

Our Contractual Arrangements described above are governed by PRC law and provide for the
resolution of disputes through arbitration in China. Accordingly, these contracts would be interpreted
in accordance with PRC laws and any disputes would 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 the
competent PRC court. The legal environment in the PRC is not as developed as in other jurisdictions,
such as Hong Kong and the United States. As a result, uncertainties in the PRC legal system could
limit our ability to enforce these Contractual Arrangements. In the event that we are unable to enforce
these Contractual Arrangements, we may not be able to exert effective control over our Consolidated
Affiliated Entities for an extended period of time or we may be permanently unable to exert control
over our Consolidated Affiliated Entities. If this were to occur, we would be unable to consolidate
the financial results of our Consolidated Affiliated Entities with our financial results, which may
materially and adversely affect our business, financial condition and results of operations and may
therefore 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 our having to incur additional costs and expend
substantial resources 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 therefore decrease.

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

Our Contractual Arrangements provide for the resolution of disputes through arbitration in
accordance with the arbitration rules of the China International Economic and Trade Arbitration
Commission in Beijing. Our Contractual Arrangements contain provisions to the effect that the
arbitral body may award remedies over the shares and/or assets of our Consolidated Affiliated
Entities, injunctive relief and/or winding up of our Consolidated Affiliated Entities. In addition, our
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
abovementioned provisions may not be enforceable. Under PRC laws, an arbitral body granting any
injunctive relief or provisional or final liquidation order to preserve the assets of or any equity
interest in Chinese legal entities in case of disputes must submit the application to the court in China.
Therefore, such remedies may not be available to us, notwithstanding the relevant contractual
provisions contained in our Contractual Arrangements. PRC laws allow an arbitral body to award the
transfer of assets of or an equity interest in China 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 would not
grant injunctive relief or the winding-up order against an entity as interim remedies to preserve the
assets or shares in favour of any aggrieved party.
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Our Contractual Arrangements may be subject to scrutiny by the PRC tax authorities, which
may impose late payment fees and other penalties on us.

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 entered into, among others, our Consolidated Affiliated Entities and
Dongguan Ruixing does 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, PRC tax
authorities may impose late payment fees and other penalties on us for under-paid taxes, which may
materially and adversely affect our business, financial condition and results of operations.

We rely on dividends and other payments from Dongguan Ruixing or another PRC subsidiary
to pay dividends and other cash distributions 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 Dongguan Ruixing, one
of our PRC subsidiaries, or another PRC subsidiary. The amount of dividends paid to us by Dongguan
Ruixing or another PRC subsidiary depends solely on the service fees paid to Dongguan Ruixing or
another PRC subsidiary from our Consolidated Affiliated Entities. However, there are restrictions
under PRC laws for the payment of dividends to us by Dongguan Ruixing or another PRC subsidiary.
For example, relevant PRC laws and regulations permit payments of dividends by Dongguan Ruixing
or another PRC subsidiary only out of its retained earnings, if any, as determined in accordance with
PRC accounting standards and regulations. Under PRC laws and regulations, Dongguan Ruixing or
another PRC subsidiary is required to set aside at least 10% of its after-tax profits based on the 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, Dongguan Ruixing or another PRC
subsidiary 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
Dongguan Ruixing or another PRC subsidiary to pay dividends to us and the limitations on the ability
of Consolidated Affiliated Entities to pay service fees to Dongguan Ruixing or another PRC
subsidiary 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 or make payments to related parties.

The principal regulations governing private education in China are the Law for Promoting
Private Education and 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. Each of our schools has elected to be a school the school sponsor of which requires
reasonable returns. A private school the school sponsor of which requires reasonable returns must
publicly disclose such election and any additional information required under the PRC regulations.
A private school must consider factors such as the level of the school’s tuition, the 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
school sponsors as reasonable returns. However, the current PRC laws and regulations do not provide
a formula or guidelines for determining what constitutes a “reasonable return”. PRC laws and
regulations require a private school the school sponsor of which requires reasonable returns to make
an annual appropriation of 25% of its after-tax income to its development fund prior to payments of
reasonable returns. Such appropriations are required to be used for the construction or maintenance
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of the school or for the procurement or upgrading of educational equipment. The total amount of
development fund reserves our schools made during the three years ended 31 August 2014, 2015 and
2016 was RMB28.7 million, RMB39.3 million and RMB35.4 million, respectively. Furthermore, the
current PRC laws and regulations do not set forth different requirements or restrictions on a private
school’s ability to operate its education business based on such school’s status as a school the school
sponsor of which requires reasonable returns or a school the school sponsor of which does not require
reasonable returns.

On 7 November 2016, the Decision on Amending the Law for Promoting Private Education of
the PRC ( (BB <3 N RILANE R E I HEESI I E) ) was approved by the Standing
Committee of the National People’s Congress, which will become effective on 1 September 2017.
According to the Decision, private schools can be established as not-for-profit or for-profit entities,
with the exception of schools providing compulsory education, which can only be established as
not-for-profit entities. According to the Decision, it will no longer make a distinction between schools
the school sponsors of which require reasonable returns and schools the school sponsors of which do
not require reasonable returns. School sponsors of for-profit schools may obtain operating profits,
while schools sponsors of not-for-profit schools cannot obtain operating profits. Please refer to “Risk
Factor — Risks Relating to the Decision on Amending the Law for Promoting Private Education in the
PRC”, “Regulations — Regulations on Private Education in the PRC — The Decision on Amending the
Law for Promoting Private Education of the PRC” and “Business — The Decision on Amending the
Law for Promoting Private Education of the PRC” for further details.

In addition, we established a non-distributable reserve to manage the retained earnings from our
on-campus canteens. Funds in the non-distributable reserve will not be distributed to the school
sponsors. As of 31 August 2016, the total amount of funds transferred to the non-distributable reserve
was RMB182.5 million. Please refer to “Business — Ancillary Services” for further details.

As a holding company, our Company’s ability to pay dividends and other cash distributions to
our Shareholders depends solely on our ability to receive dividends and other distributions from
Dongguan Ruixing or another PRC subsidiary. The amount of dividends and other distributions
Dongguan Ruixing or another PRC subsidiary is able to pay to us depends on the amount of service
fees paid to Dongguan Ruixing or another PRC subsidiary from our Consolidated Affiliated Entities
pursuant to the Contractual Arrangements. Our PRC Legal Adviser advises us that Dongguan
Ruixing’s or another PRC subsidiary’s right to receive the service fees from our Consolidated
Affiliated Entities does not contravene any PRC laws and regulations. Our PRC Legal Adviser also
advises us that the Decision has no material impact on the Contractual Arrangements and that the
Contractual Arrangements will remain legal and effective (including the payment of fees pursuant
thereunder) after the Decision becomes effective, if the Regulation on Operating Sino-foreign
Schools of the PRC ( (H#EANRILFE FINEIERLNAH) ) (the “Sino-foreign Schools
Regulation”), the Foreign Investment Industries Guidance Catalog (Amended in 2015) ( CINHEr =Y
EEIREHB) (2015415%])) (the “Guidance Catalog”) and other relevant PRC laws remain
unchanged by then, because (i) the Sino-foreign Schools Regulation and the Guidance Catalog still
prohibit foreign ownership of primary and middle schools in the PRC and restrict the operation of
high schools to Sino-foreign cooperation; and (ii) the Decision does not prohibit the Contractual
Arrangements in relation to schools operating in the PRC, and does not prohibit the payment of
service fees by private schools operating in the PRC to their service providers, including the payment
of fees pursuant to the Contractual Arrangements. However, if the relevant PRC government
authorities take a different view to our PRC Legal Adviser, such authorities may seek to confiscate
any or all of the service fees that have been paid by our Consolidated Affiliated Entities to Dongguan
Ruixing or another PRC subsidiary, including retrospectively, if, among other things, such service
fees are viewed as being “reasonable returns” or “profits” taken by the school sponsors of these
schools in violation of PRC laws and regulations. The relevant PRC authorities may also seek to stop
student enrolments at our schools or, in a worse situation, revoke the operation permits of these
schools. As a result, our business, our financial position and the market price of our Shares may be
materially and adversely affected.
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We may lose the ability to use and enjoy certain important assets, which could reduce the size
of our operations, impair our ability to generate revenue and materially affect the market price
of our Shares, if any of our Consolidated Affiliated Entities becomes the subject of a bankruptcy
or liquidation proceeding.

We currently conduct the majority of 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
licenses, real estate leases, buildings and other educational facilities related to the schools. Under the
Contractual Arrangements, Ms. Li and Mr. SP Liu 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, results of operations
and price of our Shares. If any of our Consolidated Affiliated Entities undergoes a voluntary or
involuntary liquidation proceeding, its shareholders or unrelated third-party creditors may claim
rights to some or all of these assets, thereby hindering our ability to operate our business.

Moreover, the Decision (which was approved by the Standing Committee of the National
People’s Congress on 7 November 2016 and will become effective on 1 September 2017) sets out
certain specific requirements and restrictions with respect to the disposition of assets by private
not-for-profit schools upon liquidation. All our schools are currently not-for-profit schools. Please
see “Risks related to the Decision on Amending the Law for Promoting Private Education in the PRC
— There are substantial uncertainties regarding the interpretation and application of the Decision”
below for further details.

Our exercise of the option to acquire the equity interests of our Consolidated Affiliated Entities
may be subject to certain limitations and the ownership transfer may subject us to substantial
costs.

Under the Sino-Foreign Regulation, foreign investors of Sino-foreign joint venture schools must
be foreign educational institutions. According to the Sino-Foreign Regulation, such foreign investors
must be foreign institutions with relevant qualifications and experience in a foreign country (the
“Qualification Requirement”). As part of our efforts to meet the Qualification Requirement, we
entered into a memorandum of understanding with Dewey College on 10 February 2016 with respect
to the parties’ proposed cooperation in setting up a private school in Ontario, Canada, as well as other
proposed cooperation in international education. As at the Latest Practicable Date, we had established
a subsidiary in Canada, which is a joint venture company with Dewey International Holdings Limited
for the potential development of the new school in Canada. If the restrictions on the percentage of
foreign ownership in high schools and the prohibition on foreign ownership in primary and middle
schools 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 the schools and may be forced to suspend their operations, which could materially and
adversely affect our business, financial condition and results of operations.

Furthermore, our exercise of the option to acquire the equity ownership of our Consolidated
Affiliated Entities may incur substantial costs on our part. Pursuant to our Contractual Arrangements,
Dongguan Ruixing has the exclusive right to require the shareholders of our Consolidated Affiliated
Entities to transfer any or all of the equity interests in our Consolidated Affiliated Entities to
Dongguan Ruixing and/or its designated third party, at any time and at the lowest price permitted
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 Dongguan Ruixing to pay EIT 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.
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RISKS RELATING TO THE DECISION ON AMENDING THE LAW FOR PROMOTING
PRIVATE EDUCATION IN THE PRC

There are substantial uncertainties regarding the interpretation and application of the Decision

On 7 November 2016, the Decision on Amending the Law for Promoting Private Education of
the PRC ( CBAE < b A RILAN [ R R B (2 #EE >R E ) ) was approved by the Standing
Committee of the National People’s Congress, which will become effective on 1 September 2017.
According to the Decision, private schools can be established as not-for-profit or for-profit entities,
with the exception of schools providing compulsory education, which can only be established as
not-for-profit entities and the Decision no longer makes the distinction between schools the school
sponsor of which requires reasonable returns and those which do not require reasonable returns.
Under the Decision, school sponsors of for-profit schools may obtain operating profits while school
sponsors of not-for-profit schools cannot obtain operating profits. For details of the amendments
pursuant to the Decision, including the major differences between not-for-profit schools and
for-profit schools, please refer to “Regulations — Regulations on Private Education in the PRC — The
Decision on Amending the Law for Promoting Private Education of the PRC” and “Business — The
Decision on Amending the Law for Promoting Private Education of the PRC” of this prospectus.

We have been advised by our PRC Legal Adviser that there are substantial uncertainties
regarding the interpretation and application of the Decision which affect or may affect our industry
as a whole or any of our schools, especially given that the implementation regulations in connection
with the Decision have not been promulgated as at the Latest Practicable Date. Such uncertainties
include:

° Uncertainties with respect to the change of status of the schools into for-profit schools

According to the Decision, where schools established before the promulgation of the
Decision choose to be for-profit schools, they shall carry out property liquidation, identify
property ownership in accordance with the applicable PRC laws, pay the relevant taxes and
duties and re-apply for registration, before such schools continue with their operations. The
Decision does not specify that our schools (which are all currently not-for-profit schools) have
to notify any authority of their status as not-for-profit entities or for-profit entities within a
prescribed time period upon the Decision becomes effective. The Decision is silent on the
specific measures with respect to how existing schools can change their status to for-profit
schools, which, according to the Decision, shall be regulated by the corresponding laws and
regulations promulgated by local government authorities. It is also unclear how existing schools
that choose to become for-profit schools will be required to pay additional taxes during the
transition process.

Based on the reasons set out above and given that the implementation regulations have not
been promulgated, we have not yet had any definitive plan to change the status of any of our
high schools to for-profit schools as at the Latest Practicable Date. As advised by our PRC Legal
Adviser, the above arrangement relating to our high schools does not violate the applicable PRC
laws, since the Decision does not require existing private high schools to decide whether to
become for-profit or not-for-profit schools within a time limit. In the event that the status of any
of our high schools is changed into a for-profit school, according to the Decision, the school
sponsor of such school will be able to obtain operating profit. There is no assurance that the
relevant PRC government authorities will not take a view different from our view or the view
of our PRC Legal Adviser. Further, there is no assurance as to whether, when and how we will
be required to notify the relevant authorities to confirm our status as not-for-profit schools or,
in respect of our high schools, change such status by a stipulated deadline or if so, whether we
will be able to change so as required or at all without adversely affecting operations. If any of
our high schools is changed or otherwise required to be changed into a for-profit school, we may
have to pay additional tax and undergo re-registration or financial settlement. We cannot assure
you that we will be obtain and complete, as the case may be, all necessary approvals, filings,
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re-registration and other procedures in connection therewith as contemplated or at all, which
may materially and adversely affect our schools’ operation and may materially and adversely
affect our business, financial condition, results of operations and market price of our Shares.

o Uncertainties with respect to liquidation

The prevailing PRC laws do not specify the distribution of the remaining assets of private
schools upon their liquidation. However, according to the Decision, upon liquidation of private
for-profit schools, school sponsors can obtain the schools’ remaining assets after the settlement
of the schools’ indebtedness. The Decision also states that upon liquidation of private
not-for-profit schools which are established before the promulgation of the Decision, the school
sponsors of which can apply for compensation or awards from the school’s remaining assets
after the settlement of the school’s indebtedness and the rest of the school’s remaining assets
shall be used for the operation of other not-for-profit schools. The Decision is silent on how or
by whom the aforesaid rest of the remaining assets of a liquidated not-for-profit school shall be
dominated or disposed of. Accordingly, once the Decision becomes effective, we may not be
able to transfer all or part of the remaining assets and residual interests of our schools (which
are all currently not-for-profit schools) to Dongguan Ruixing or another PRC subsidiary upon
their liquidation. As a result, our business, our financial position and the market price of our
Shares may be materially and adversely affected.

o Uncertainties with respect to school fees

According to the Decision, the fees charged by private schools shall be determined in
accordance with costs and market demand. The level of fees charged by for-profit schools are
determined by the schools at their discretion, while the level of fees charged by not-for-profit
schools shall be regulated by the regulations or rules to be promulgated by the relevant local
government authorities. The regulations or rules to be promulgated by the relevant local
government authorities implementing the Decision may impose limits on the fees we charge at
our schools (which are all currently not-for-profit schools) or prevent us from raising the tuition
and boarding fees to our desired levels or at all. As the implementation regulations have not
been promulgated, there is no certainty as to whether there will be any material adverse impact
on the fees charged by not-for-profit schools generally or our schools. We may not be able to
maintain our current tuition and board fees, and may not be able to raise any of such fees at our
desired rates, times and places or at all in the future. As a result, our business, our financial
position and the market price of our Shares may be materially and adversely affected.

° Uncertainties with respect to supporting measures

According to the Decision, additional supportive measures will be provided for private
schools. Not-for-profit schools will enjoy more supportive measures than for-profit schools,
such as government subsidies, fund awards and incentive donations. Not-for-profit private
schools will enjoy the same preferential tax treatments as public schools, while for-profit
schools will not be expected to enjoy the same preferential tax treatments as public schools and
not-for-profit private schools. The Decision does not specify whether and how existing schools
that choose to become for-profit schools will be required to pay additional taxes during the
transition process. As the relevant PRC tax laws have not been amended to distinguish between
not-for-profit and for-profit schools, there is currently no certainty as to whether the tax
treatments will change after the Decision becomes effective. According to the Decision, while
land will be supplied to all private schools in accordance with applicable laws, not-for-profit
private schools will enjoy the same treatment as public schools with respect to the supply of
land, which will be supplied by the government through allocation or other means, and for-profit
schools are not expected to enjoy the same treatment as public schools and not-for-profit
schools. As the implementation regulations have not been promulgated, there is no certainty as
to whether and how our schools will be able to be benefited from any of such additional
supporting measures as contemplated or at all. We cannot assure you that the tax and other
treatments contemplated under the Decision will not change or that they apply or continue to
apply to our schools after the Decision becomes effective.
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Please also refer to “Risks Relating to our Contractual Arrangements — Our Consolidated
Affiliated Entities may be subject to limitations on their ability to operate private education or make
payments to related parties” above for our PRC Legal Adviser’s view on the implication of the
Decision on the Contractual Arrangements and the associated risks. As a result of the uncertainties
in connection with the Decision, there can be no assurance that our schools will remain as
not-for-profit schools under subsequent interpretation and application of the Decision and
implementation regulations in connection therewith, that we will not be materially and adversely
affected by any conversion of certain of our schools into for-profit schools, or that the Decision and
subsequent interpretation and application and implementation regulations in connection therewith
will not materially and adversely affect our business, financial condition, results of operations and
the market price of our Shares. Moreover, any speculation in the market with respect to such
interpretation, application and implementation, whether or not they will be materialised as speculated
or at all, may negatively affect the market price of our Shares.

RISKS RELATING TO OUR BUSINESS AND OUR INDUSTRY

Our business depends on our ability to maintain or raise the tuition and boarding fee levels we
charge at our schools.

We derive the majority of our revenue from tuition fees and boarding fees. For the years ended
31 August 2014, 2015 and 2016, revenue from tuition fees and boarding fees represented 78.0%,
77.8% and 78.5% of our total revenue, respectively. We determine the tuition and boarding fee rate
for each of our schools primarily based on the demand for our educational programmes, the cost of
operations of the school, the tuition fees charged by our competitors, our pricing strategy, the
economic conditions of the city or area in which the school is located and the general economic
conditions in China. Moreover, the Decision (which was approved by the Standing Committee of the
National People’s Congress on 7 November 2016 and will become effective on 1 September 2017)
sets out certain specific requirements with respect to the level of fees charged by not-for-profit
schools. All our schools are currently not-for-profit schools. Please see “Risks related to the Decision
on Amending the Law for Promoting Private Education in the PRC — There are substantial
uncertainties regarding the interpretation and application of the Decision” above for further details.
Therefore, we may not be able to maintain our current tuition and boarding fees, and may not be able
to raise any of such fees for our schools at our desired rates, times and places or at all in the future.

Even if we are able to maintain or raise our tuition and boarding fee levels, we may fail to attract
sufficient prospective students to apply for our schools at those levels. As a result, our business,
financial condition and results of operations may be materially and adversely affected.

We generate all of our revenue from a limited number of cities in China and from a limited
number of schools.

During the Track Record Period, we operated in three cities in China, namely, Dongguan,
Huizhou and Panjin. Dongguan and Huizhou are located in Guangdong province and Panjin is located
in Liaoning province. Dongguan is particularly important to our overall business as it is the home of
three of our schools, two of which were the largest schools in our school network in terms of number
of students enrolled as of 1 September 2015 and 1 September 2016. For the years ended 31 August
2014, 2015 and 2016, we generated 99.4%, 94.4% and 88.9%, respectively, of our revenue from our
three schools in Dongguan. We expect that we will continue to generate the majority of our revenue
from the three schools in Dongguan for the foreseeable future and our schools in Huizhou and Panjin
will generate an increasing portion of our revenue. In addition, four of our schools are located in
Guangdong province. For the years ended 31 August 2014, 2015 and 2016, we generated substantially
all of our revenue from our schools in Guangdong province.
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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
Guangdong province or any of the cities in which we operate, especially Dongguan, experiences an
event that materially and adversely 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 Guangdong province or any of the cities in which we operate, especially Dongguan, 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.
In addition, if any of our schools, especially our Dongguan Guangming School, Dongguan
Guangzheng Preparatory School and Dongguan Guangming Primary School, experiences an event
that materially and adversely 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.

Our business depends on the market recognition of our brand and reputation that we may
not be able to maintain.

The success of our business has depended and will continue to depend on our brand and
reputation. Our brand and reputation may be affected by a number of factors, including student and
parent satisfaction rates, teaching quality, academic performance of students, university admission
rates, campus accidents, scandals involving our schools, negative publicity and failure to pass
governmental inspections. Some of these factors are beyond our control. In addition, as we continue
to grow in size, expand our programmes and extend our geographic reach, it may become difficult
to maintain quality and consistency in the services we offer, which may lead to diminishing
confidence in our brand name and negatively affect our reputation. If our brand or reputation is
damaged or negatively affected, students’ and parents’ interest in our schools may decrease and our
business, financial condition and results of operations could be materially and adversely affected.

We have developed our student base primarily through word-of-mouth referrals, advertisements,
public promotion events, trial classes and feeder school visits. However, we cannot assure you that
our marketing efforts will be successful or sufficient in further promoting our brand and reputation
to help us maintain or increase student enrolment. Moreover, there can be no assurance that our brand
and reputation will hold sufficient market recognition in the geographic areas where we plan to
establish new schools. If we are unable to further enhance the market recognition of our brand and
reputation, or if we are required to incur excessive marketing expenses to promote our brand and
reputation, our business, financial condition and results of operations may be materially and
adversely affected.

We may fail to continue to attract and retain students in our schools.

The success of our business depends on the number of students enrolled in our current schools
and in any new schools we may establish or acquire in the future, as well as on the amount of tuition
our students and parents are willing to pay. Our ability to attract and retain students depend on several

factors, including our ability to:

. enhance existing programmes to respond to market changes and the demands of students
and parents;

. develop new programmes or schools that appeal to students;

. maintain and improve our reputation for providing high quality primary, middle and high
school education;

. maintain and improve the academic and non-academic performance of our students;
. recruit and retain qualified teachers;
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. manage our growth while maintaining the consistency of our teaching quality;
. expand our geographic reach;

. effectively market our schools and programmes to prospective students; and

. respond to the increasing competition in the market.

In addition, local and provincial government authorities may impose restrictions on the number
of students we can recruit or the areas in which we can recruit students. As of 1 September 2015, the
number of students enrolled at each of our Dongguan Guangming Primary School and Dongguan
Guangzheng Preparatory School exceeded the student admission limit set by Dongguan Education
Bureau for each school when the school first commenced operations (the “initial limit”). We have
applied for written approval by Dongguan Education Bureau to increase the initial limit for our
Dongguan Guangming Primary School and Dongguan Guangzheng Preparatory School. However, we
cannot assure you that we will obtain such written approval or that we will not be subject to penalties
for exceeding the initial limit. As of the Latest Practicable Date, no fines or other penalties had been
imposed on us for exceeding the initial limit. We have engaged our PRC Legal Adviser to conduct
an interview with Dongguan Education Bureau, being the competent government authority
supervising student enrolment matters in Dongguan, which confirmed that although the initial limit
is exceeded, the number of students admitted by our Dongguan Guangming Primary School and
Dongguan Guangzheng Preparatory School each year are in compliance with the annual student
recruitment quota granted by Dongguan Education Bureau (the “annual quota”). During the Track
Record Period, we did not encounter any issues with registering students enrolled at our Dongguan
Guangming Primary School and Dongguan Guangzheng Preparatory School with Dongguan
Education Bureau. Based on the interview and taking into account the advice from our PRC Legal
Adviser, our Directors believe that exceeding the initial limit does not have a material impact on our
Dongguan Guangming Primary School and Dongguan Guangzheng Preparatory School or our Group
as a whole. However, according to our interview with, and the Working Plan for Regulatlng
Significant Over-enrolment in Private Schools (B Eﬁfﬁg&ﬁiﬂfﬁﬁﬁ#&mif/ﬁﬁ
issued by, Dongguan Education Bureau, the bureau will gradually limit the annual quota granted to
each school to maintain appropriate student body size and class size of the schools in Dongguan. As
a result, we may not be able to obtain the annual quota necessary to maintain or increase student
enrolment at our Dongguan Guangming Primary School and Dongguan Guangzheng Preparatory
School in the future. If we fail to obtain the approval to increase the initial limit and if the relevant
government authority reduces or does not increase our annual quota for student recruitment, our
ability to maintain or increase student enrolment at our Dongguan Guangming Primary School and
Dongguan Guangzheng Preparatory School may be substantially limited, and our business, financial
condition and results of operations may be materially and adversely affected.

Our students’ academic performance may fall and satisfaction with our educational services
may otherwise decline.

Our students’ academic performance may be affected by various factors, including teaching
method and materials, personal efforts, learning environment, pressure and family influence, some of
which may be beyond our control. If their academic performance fall or do not improve as expected,
our students may be unable to achieve the test scores necessary for their desired university, high
school or middle school admissions and satisfaction with our educational services may decline.
Satisfaction with our educational services may also decline due to negative publicity on our schools,
Directors or management, lack of qualified teachers, unsatisfactory learning environment or other
factors, which may result in, among others, a decrease in word-of-mouth referrals and reputation,
students’ withdrawal from our schools and decreased application for our schools. If our student
retention rate decreases substantially or if we otherwise fail to continue to attract and admit students
due to decreased students’ or parents’ satisfaction with our educational services, our business,
financial condition and results of operations may be materially and adversely affected.
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We may be subject to pricing pressures, reduced operating margins, loss of market share,
departure of key employees and increased capital expenditures due to competition in the
education sector.

The education sector in China is rapidly evolving, highly fragmented and competitive and we
expect competition in this sector to persist and intensify. In each geographic market in which we
operate our schools, we compete with public schools and other private schools that offer primary,
middle and high school education. We compete with these schools across a range of factors, including
programme and curriculum offerings, tuition level, school location and premises, qualified teachers
and other key personnel.

Our competitors that are private schools may offer similar or superior educational programmes,
with different pricing and service packages that are more appealing than those offered at our schools.
Some of our competitors that are private schools may have more resources than us 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 changes in student demands, testing materials, admissions
standards, market needs or new technology. In November 2016, the Standing Committee of the
National People’s Congress approved the Decision on Amending the Law for Promoting Private
Education, which will become effective in September 2017 and allows private schools that provide
non-compulsory education to register as for-profit entities and, if registered as such, to make their
own decisions on tuition levels. Such regulatory change may attract more private school players in
non-compulsory education and further increase competition in the education industry once adopted.

Our competitors that are public schools may have access to resources that may not be available
to private schools and may be able to offer quality educational programmes at lower prices than our
schools. According to the Frost & Sullivan Report, tuition fees charged by public schools are
generally lower than tuition fees charged by private schools, especially premium private schools. In
addition, the PRC public education system continues to improve in terms of resources, admission
policies and teaching quality and approaches. If public schools relax their admission limitations, offer
more diversified curriculum, upgrade their campus facilities or reforms the exam-oriented education
approach, they may become more attractive to students, which may lead to increased competition in
the education industry.

As a result, we may be required to reduce tuition or increase spending in order to retain or attract
students or pursue new market opportunities. If we are unable to successfully retain and attract
students, maintain or increase our tuition level, recruit and retain qualified teachers or other key
personnel, enhance the quality of our educational services or control competition costs, our business,
financial condition and results of operations may be materially and adversely affected.

Our business depends on our ability to recruit and retain qualified and committed teachers and
other school personnel.

We rely substantially on our teachers for the provision of educational services to our students.
Our teachers are critical to maintaining the quality of our programmes and upholding our brand and
reputation. As of 1 September 2015, we had a team of 1,666 teachers, including 415 high school
teachers, 645 middle school teachers, 568 primary school teachers and 38 teachers for the
international programmes. We must continue to attract qualified teachers who are committed to
teaching and loyal to our schools. We face competition from public schools, other private education
providers and other institutions for high quality candidates and may have to incur additional costs for
our recruitment efforts. We may not be able to recruit enough teachers to keep pace with the growth
of our student enrolment while maintaining consistent teaching quality and the overall quality of our
education programmes across different schools. In addition, criteria such as dedication, capability
and loyalty are difficult to ascertain during the recruitment process and we may fail to identify and
select the desired candidates.
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Furthermore, we may be unable to retain high quality teachers or have to incur significant
expenditures for our retention efforts. For the 2013/2014, 2014/2015 and 2015/2016 school years,
14.5%, 9.7% and 12.5% of our teachers voluntarily resigned from our schools. Teachers may be
dissatisfied with their workload, compensation, benefits, career path or working environment, which
may disrupt our school operations and teaching activities, adversely affect our reputation and damage
our ability to attract and retain teachers and students. In March 2015, some high school teachers of
Dongguan Guangming School gathered to express dissatisfaction with respect to their compensation
package and certain classes at the school were affected. Management of our Dongguan Guangming
School met with the teacher representatives on the same day and the school resumed normal
operations on the next day. We increased the compensation package of teachers in Dongguan
Guangming School and Dongguan Guangming Primary School starting from March 2015 and made
an aggregate payment of RMB10.5 million to 660 teachers in Dongguan Guangming School and
Dongguan Guangming Primary School in June 2015. The incident was widely reported (whether
accurately or not) by the media and we cannot assure you that similar incidents will not happen in
the future.

Similarly, other school personnel such as administrators, counsellors and financial staff also
play an important role in the efficient and smooth running of our schools. There is no guarantee that
we can recruit and retain quality personnel to perform these functions in the future without incurring
significant costs or at all. If we are unable to recruit and retain qualified and committed teachers and
other school personnel at reasonable costs or at all, or if there is a significant decrease in teaching
quality or educational experiences in our schools due to lack of qualified teachers or other school
personnel, or if our teachers or other school personnel take disruptive actions to express their
dissatisfaction with our schools or our Group, our business, financial condition and results of
operations may be materially and adversely affected.

We may not be able to obtain all necessary approvals, licenses and permits and to make all
necessary registrations and filings for our educational and other services in China.

We are required to obtain and maintain various approvals, licenses and permits and fulfil
registration and filing requirements in order to operate our schools and provide educational and other
services to our students. For instance, we are required to obtain and/or renew a private school
operation permit, obtain and/or renew a registration certificate for private non-enterprise entities,
pass annual inspections conducted by the relevant government authorities, obtain a tax registration
certificate, obtain approval from the relevant government authorities as to the scale and scope of our
student recruitment activities and obtain approval for cooperating with the other parties in the
operation of international programmes at our schools.

While we intend to obtain all requisite approvals, licenses and permits, and complete the
necessary filings, renewals and registrations on a timely basis for our schools, there is no assurance
that our efforts will result in full compliance as there may be factors beyond our control, intention
and anticipation, and the local PRC authorities may have significant discretion in interpreting,
implementing and enforcing the relevant rules and regulations. We have failed to maintain the
requisite approvals, licenses or permits in the past. For instance, our Dongguan Guangming School
and Dongguan Guangzheng Preparatory School did not pass the 2014/2015 school year inspection
conducted by Dongguan Education Bureau. We cannot assure you that such incidents will not happen
in the future or that our remedial measures are or would be appropriate, timely and effective. If we
fail to obtain or renew the required approvals, licenses or permits in a timely manner or at all, we may
be subject to fines, confiscation of the gains derived from our schools, suspension of some or all of
our school operations, be required to compensate the economic losses suffered by our students or
other relevant parties, or be subject to other penalties or administrative actions, which may materially
and adversely affect our business, financial condition and results of operations.

47 —



RISK FACTORS

In addition, our Dongguan Guangzheng Preparatory School has not yet obtained the written
approval from the relevant education authority for operating its international programmes. Although
Dongguan Education Bureau, being the competent government authority regulating the international
programmes, acknowledged the international programmes operated by our Dongguan Guangzheng
Preparatory School during its interview with our PRC Legal Adviser on 17 May 2016, we cannot
assure you that the education authority will not change its position or policies with regard to the
international programmes at Dongguan Guangzheng Preparatory School. Furthermore, we have not
obtained written approval from the relevant government authorities for the fees charged at the
international programmes of Dongguan Guangming School and Dongguan Guangzheng Preparatory
School. Although the price administration office of Dongguan Development and Reform Bureau,
being the competent government authority regulating the pricing practices of private schools,
acknowledged such pricing practice and confirmed that our schools are allowed to determine the fee
standards of the international programmes by themselves during an interview with our PRC Legal
Adviser on 17 May 2016, we cannot assure you that the competent government authority will not
change its position or policies regarding the fees charged by our international programmes. As of the
Latest Practicable Date, no administrative action, fine or penalty had been imposed by the relevant
PRC government authorities with respect to the aforesaid issues, nor had our Dongguan Guangming
School or Dongguan Guangzheng Preparatory School been required to rectify the aforesaid issues. If
the relevant government authorities change their position or policies with respect to the aforesaid
issues, we may be subject to fines, confiscation of the gains derived from our international
programmes, suspension of our international programmes and/or be required to compensate economic
losses suffered by our students or other relevant parties, or be subject to other penalties or
administrative actions, which may materially and adversely affect our business, financial condition
and results of operations.

We may lose government support or fail to partner with the relevant local government
authorities for the establishment and operations of our schools.

All of our schools have received government support, which we believe give us access to
resources that may not be available to other private schools, including high quality teachers,
government administered teacher and school principal training programmes, government support in
student recruitment activities, government assistance with regulatory filings and applications and
preferential policies on land allocation or assignment. We also intend to apply for support from the
relevant government authorities in the markets into which we seek to penetrate. However, we cannot
assure you that the government authorities will continue to support our existing schools or that we
will be able to obtain the support from the government authorities with which we intend to cooperate
for the establishment of our new schools. The government authorities may decide not to support our
schools or cooperate with us in the future due to various reasons, many of which may be beyond our
control. If we lose government support for our existing schools or are unable to find government
authorities that are willing to cooperate with us for the establishment of our new schools, we may lose
access to certain resources, incur significant costs or have to change the target location for our new
schools, and our business, financial condition and results of operations may be materially and
adversely affected.

We may be adversely affected by negative publicity concerning our schools, our Group, our
Controlling Shareholders, our Directors or our employees.

Any negative publicity concerning our schools, our Group, our Controlling Shareholders, our
Directors, our employees or any of them, even if untrue, could adversely affect our reputation,
business, growth prospect and our ability to recruit qualified teachers and staff. There has been
negative publicity about our schools or our Group in the past, such as our schools’ failure to pass
annual inspections, labour disputes with our teachers and staff, complaints about our student
recruitment and fee collection activities, alleged theft in our dormitories, lawsuits with respect to the
construction of our schools and our schools’ alleged involvement in activities unrelated to
educational services. Our schools and our Group may be subject to additional negative publicity in
the future, which, even if untrue, may damage our brand image and reputation, deter prospective
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students and teachers and take up excessive time of our management and other resources. In addition,
there has been and may be, from time to time, negative publicity concerning our Directors or
Controlling Shareholders, which, whilst not necessarily related to our Group or our business, may
negatively affect our reputation. As a result, our business, financial condition and results of
operations may be materially and adversely affected.

The non-distributable reserve we established may not be a sufficient or appropriate measure for
the operation of on-campus canteens.

Under the relevant PRC laws and regulations, on-campus canteens in principle must be operated
on a not-for-profit basis. However, the principle of “not-for-profit” is not defined in any PRC laws
and regulations. We conducted consultation with the relevant educational authorities and price
authorities with respect to the understanding of the “not-for-profit” principle, from which we
understand that the principle of “not-for-profit” is met if our schools do not seek to distribute to our
school sponsors the retained earnings from our on-campus canteens, which may be applied to the
continuous operation and improvement of the relevant on-campus canteens. Our PRC Legal Adviser
is of the view that, the principle of “not-for-profit” is met if the school sponsors and operators of a
school do not derive a profit from the operations of the on-campus canteens. During the Track Record
Period, none of our schools had distributed any retained earnings (including any retained earnings
from the on-campus canteens) to our school sponsors, none of the retained earnings from our
on-campus canteens had been provided to our school sponsors as returns and the school sponsors and
operators of our schools did not derive or intend to receive a profit from the operations of our
on-campus canteens. Accordingly, our PRC Legal Adviser is of the view that, our operation of the
on-campus canteens does not violate the aforesaid “not-for-profit” principle and is consistent with the
legal principle stated in the General Principles of the Civil Law of the People’s Republic of China
(Draft), promulgated by the Standing Committee of the National People’s Congress of the People’s
Republic of China on 5 July 2016, which provides that “not-for-profit legal entities shall not
distribute profits to its members or sponsors” and the principle stated in the third Draft of the General
Principles of the Civil Law published on 27 December 2016, which provides that “an entity
established for the purpose of public interest or for other not-for-profit purposes and not distributing
profits to its investor or establisher shall be a not-for-profit entity”. To better manage the retained
earnings from our on-campus canteens going forward, we have voluntarily established a non-
distributable reserve and have transferred all the retained earnings of our on-campus canteens since
the operation thereof into such reserve. As of 31 August 2016, all such retained earnings in the
amount of RMB182.5 million had been transferred to the aforesaid non-distributable reserve. Funds
in the non-distributable reserve may be used for continuous operation and improvement of the
relevant on-campus canteens and other purposes permitted by PRC laws, and are not distributable to
the school sponsors. Our PRC Legal Adviser is of the view that, the establishment of the
non-distributable reserve and the transfer of such balance to the reserve to be applied to continuous
operation and improvement of the relevant on-campus canteens and other purposes permitted by PRC
laws and regulations are not in breach of the “not-for-profit” principle. During the Track Record
Period, capital expenditure on certain improvement work of our on-campus canteens was funded by
such retained earnings. Please refer to “Business — Ancillary Services” for further details. However,
the relevant PRC laws may change and the relevant government authorities may have different
interpretations and the establishment of a non-distributable reserve or any of our additional measures
may not be sufficient or appropriate for the operation of our on-campus canteens. We therefore may
be subject to penalties or other administrative action and may not be able to identify an effective
alternative measure in time or at all. In addition, if the relevant PRC laws and regulations change or
the relevant government authorities’ interpretation of the “not-for-profit” principle changes, we may
not be allowed to operate the on-campus canteens in a manner that the canteens are currently being
operated or at all. Furthermore, we have placed a considerable amount of retained earnings into the
non-distributable reserve (namely RMB182.5 million as of 31 August 2016) and our ability to
distribute or deploy the funds in the reserve for purposes other than the aforementioned will be
limited. Please refer to the Accountants’ Report set out in Appendix I to this prospectus for further
details in relation to the balance of the non-distributable reserve. As a result, our business, financial
condition and results of operations may be materially and adversely affected.
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We used personal bank accounts for the settlement of corporate funds, which may subject us to
penalties.

During the Track Record Period, we used nine personal bank accounts to facilitate certain
operations of Guangdong Guangzheng, Dongguan Guangming School, Dongguan Guangming
Primary School, Dongguan Guangzheng Preparatory School and Panjin Guangzheng Preparatory
School. Seven of the personal bank accounts we used were registered under the name of Ms. Li, our
chief executive officer, executive Director and Controlling Shareholder, one was registered under the
name of Mr. Liu, chairman of the Board, executive Director and Controlling Shareholder and one was
registered under the name of Mr. He Shan, our senior management and executive vice principal of
Panjin Guangzheng Preparatory School. Our PRC Legal Adviser has advised us that the use of the
personal bank accounts for the settlement of corporate funds was not in compliance with the relevant
PRC laws and regulations and that we may be subject to penalties, including confiscation of any
illegal income, a fine of one to five times of the illegal income if the illegal income amounts to
RMB50,000 or more, or a fine ranging between RMB50,000 to RMB500,000 if the illegal income is
less than RMB50,000. Our Directors confirmed that our prior use of the Arrangements and the parties
concerned did not involve any illegal income. As of 1 June 2016, we had ceased the use of all
personal bank accounts for the settlement of corporate funds. Please refer to “Business — Settlement
through Personal Bank Accounts” for further details. As of the Latest Practicable Date, no fine or
other penalties had been imposed by the relevant government authorities with respect to our prior use
of the personal bank accounts to settle corporate funds. However, we cannot assure you that we will
not be subject to fines or other penalties due to our prior use of the personal bank accounts for the
settlement of corporate funds, which may materially and adversely affect our business, financial
condition and results of operations.

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

In order to further their education, our high school graduates need to sit for the 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 university
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. In addition, some admission tests may be conducted in
a computer-based format, which requires certain level of computer proficiency by test takers. These
changes require us to continually update and enhance the courses we offer and to continually train
our students to take standardized tests so as to maximize 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.

We may fail to manage our growth effectively.

We have experienced steady growth in the number of students, which has placed significant
pressure on our management and resources. As of 1 September 2013, 2014, 2015 and 2016, the total
number of students enrolled in our schools was approximately 19,354, 22,837, 27,644 and 31,788,
respectively. We expect the student enrolment in all of our schools to continue to increase. We also
plan to expand our operations by establishing new schools in China and overseas. The increase in
student enrolment and our expansion plan may result in substantially higher demands for resources
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such as teachers, staff and facilities, make it more difficult for us to maintain the teaching quality and
learning environments of our schools and require our management to devote significantly more time
and resources to manage our operations. To support our growth, we may also need to incur significant
expenditures for, among other things, management and staff recruitment, facilities maintenance and
expansion and the construction and operation of new schools. If we fail to manage our growth and
expansion effectively, our business, financial condition and results of operations may be materially
and adversely affected.

We may not be able to successfully execute our growth strategies.

Our growth strategies include increasing student enrolment in our existing schools, establishing
more schools in the Pearl River Delta economic zone in Guangdong province, expanding our school
network to the other major economic zones and other regions in China, and the development of new
schools overseas. We intend to expand our school network through constructing new schools by
ourselves, partnering with local schools or other third parties, or acquiring existing schools. Please
refer to “Business — Development of New Schools” of this prospectus for further details about our
new school development plans. We may not succeed in executing our growth strategies due to a
number of factors, including the following:

. we may not be able to admit all qualified students who would like to enrol in our schools
due to the capacity constraints of our school facilities;

. we may fail to identify cities with sufficient growth potential in which to establish new
schools;

. we may fail to effectively execute our expansion plans as contemplated;

. we may fail to acquire or lease suitable land sites in the cities to which we plan to expand
our operations;

. we may lose government support or fail to partner with local governments in cities where
we already have schools or in cities to which we plan to expand our operation;

. we may fail to effectively market our schools or brand in new markets or promote
ourselves in existing markets;

. we may not be able to replicate our successful growth model in new markets;

. we may not be able to effectively integrate any future acquisitions into our education
system;

. we may fail to obtain the requisite licences and permits from the authorities necessary to

open new schools at our desired locations;

. we may not be able to continue to enhance our course materials or adapt our course
materials to changing student needs and teaching methods;

. we may fail to follow the expected timetable with respect to the development of new
schools; and

. we may fail to achieve the benefits we expect from our expansion.
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In particular, as part of our growth strategies and our efforts to meet the Qualification
Requirement, we entered into a memorandum of understanding with Dewey College in February 2016
with respect to the parties’ potential cooperation in setting up a private school in Ontario, Canada.
As at the Latest Practicable Date, we had established a subsidiary in Canada, which is a joint venture
company with Dewey International Holdings Limited for the potential investment and development
of a new school in Canada. Please refer to “Business — Development of New Schools” for further
details. However, in addition to the various factors mentioned above, we have not established or
operated any schools outside of China before and may lack the relevant experience or expertise for
implementing our business plan for the development of a new school in Canada and for providing the
other proposed educational services. If we fail to successfully execute our growth strategies, we may
not be able to maintain our growth rate and our business, financial condition and results of operations
may be materially and adversely affected.

We may not be able to successfully establish new schools pursuant to our proposed timeline or
at all.

We intend to continue to expand our school network by establishing new schools in China and
overseas. Our new school in Weifang, Shandong province commenced operations in September 2016.
We have also entered into cooperation agreements with the local government of Guang’an, Sichuan
province and the local government of Yunfu, Guangdong province, respectively, to establish a new
school in each of these cities, and have entered into a framework agreement with the local
government of Dinghu District, Zhaoqing, Guangdong province for the potential cooperation between
the parties for the establishment of a new school in Zhaoqing. In addition, we intend to engage in
discussions with the local government authorities of various cities in Guangdong, Shandong and
Sichuan provinces to explore the possibility of establishing a new school in each city, but had not
entered into any agreement with the local government authorities. Furthermore, we plan to cooperate
with Dewey College in establishing a new school in Canada. Please refer to “Business — Development
of New Schools” for further details about the development of our new schools. Successful
establishment of a new school depends on various factors, including obtaining financing, completing
the construction of school campus and buildings, receiving government approvals, licences and
permits, recruitment of qualified teachers and staff and recruitment of students, many of which are
out of our control. We may be unable to establish new schools according to our proposed timeline or
at all if we encounter difficulties with any of the factors affecting the establishment of a new school
and our business, financial condition and results of operations may be materially and adversely
affected.

We may expand our school network through acquisition and may not be able to successfully
integrate businesses that we acquire.

We may expand our school network through acquisition of additional schools. We have limited
experience in acquiring schools and 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 integration of acquired schools is a complex, time-consuming and expensive
process that, without proper planning and implementation, could significantly disrupt our business
and operations and reputation. The main challenges involved in integrating acquired entities include
the following:

. ability to find suitable targets;

. retaining qualified teaching staff of any acquired school;

. consolidating educational services and implementing our educational philosophy and
curriculum;

. integrating information technology platforms and administrative infrastructure;
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. 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, service
quality or standards; and

. minimizing the diversion of our management’s attention from on-going business concerns.

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 realize the anticipated benefits or synergies of the
acquisitions to the extent, or in the timeframe, we anticipated. As a result, our business, financial
condition and results of operations may be materially and adversely affected.

We may be affected by changes in our target customer group’s preferences towards primary,
middle and high school education.

We have designed our educational programmes, engaged teachers and staff and constructed our
school facilities primarily to serve the demands for high-quality primary, middle and high school
education by our target customer group, which is primarily the rapidly growing middle class in
densely populated and economically developed cities in the PRC. As of 1 September 2016, 31,441
students enrolled in our PRC curriculum programmes. For the years ended 31 August 2014, 2015 and
2016, we derived almost all of our revenue from our PRC curriculum programmes. We believe the
demands for private primary, middle and high school education by our target customer group will
continue to grow and expect the revenue from our PRC curriculum programmes to continue to be the
primary source of our revenue. However, our target customer group’s preferences for educational
services may change. They may become less interested in PRC curriculum programmes and be more
attracted to international programmes, international schools or other educational programmes such as
vocational secondary education. As of the Latest Practicable Date, we did not operate international
schools or offer vocational secondary education. We offer international programmes at two of our
schools, which are limited in size. As of 1 September 2016, 347 students enrolled in our international
programmes. If our target customer group’s interest in PRC curriculum programmes decreases,
student enrolment in our schools’ PRC curriculum programmes may substantially decrease and we
may need to lower our tuition fees to attract more students. In addition, our effort to enlarge our
international programmes or to establish new international schools to adapt to the changes in the
educational preferences of our target customer group may not succeed and we may have to incur
significant expenses. As a result, our business, financial condition and results of operations may be
materially and adversely affected.

Our cooperation with an Independent Third Party for the international programmes at our
Dongguan Guangming School and our proposed cooperation with other Independent Third
Parties may fail.

The international programmes at our Dongguan Guangming School were established through
cooperation agreements between Dongguan Guangming School and an Independent Third Party. As
of 1 September 2015, 85 students enrolled in the international programmes at Dongguan Guangming
School. We may cooperate with other Independent Third Parties for the provision of international
programmes or other educational services at our schools, or for the expansion of our school network
in the PRC and overseas. For example, we entered into a memorandum of understanding on 10
February 2016 with Dewey College, an independent high school subject to inspection by the Ontario
Ministry of Education, Canada, with respect to the parties’ proposed cooperation in setting up a
private school in Ontario, Canada, providing secondary and pre-university education, as well as other
proposed cooperation in international education. As at the Latest Practicable Date, we had established
a subsidiary in Canada, which is a joint venture company with Dewey International Holdings Limited
for the potential development of the new school in Canada.
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If our cooperation agreements with the Independent Third Parties are terminated prior to their
expiration date or are not renewed upon expiration, or we determine that the Independent Third
Parties have become unsuitable to continue to be our cooperation partners, we may not be able to find
appropriate alternatives in time or at all to continue our cooperation programmes or projects. In
addition, in the event that we are unable to find appropriate cooperation partners or if our cooperation
partners are unable to deliver the services we expect, we may be unable to successfully implement
our business strategies. We have limited experience in cooperating with Independent Third Parties in
offering international programmes or other educational services, or in establishing schools in
overseas, and may fail to select the most appropriate cooperation partners or may be unsuccessful in
cooperating with our partners.

Furthermore, we may not be able to fully control the quality of the educational services, such
as the quality of teachers, course contents and teaching approaches, delivered by the Independent
Third Parties. If students and parents complain about the educational quality of such cooperation
programmes or schools, it may negatively affect our reputation and our ability to attract and retain
students in our schools. Negative publicity involving the Independent Third Parties we cooperate
with, whether relevant or irrelevant to our cooperation with such Independent Third Parties, may also
negatively affect our reputation and deter prospective students from enrolling in our schools. As a
result, our business, financial condition and results of operations may be materially and adversely
affected.

We are subject to extensive governmental approvals and compliance requirements for the
construction and development of our schools and in relation to the land and buildings that we
own.

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 fully obtained all the requisite permits, certificates
and approvals for the construction and development of our schools. As of 31 December 2016, we
owned the land use rights for 17 parcels of land with a total gross site area of approximately
728,124.2 sq.m. and owned 49 buildings and eight units with an aggregate gross floor area of
approximately 535,914.7 sq.m. in the PRC. As of the Latest Practicable Date, we had not obtained
the land use right certificates for seven parcels of land with a gross site area of approximately
24,192.0 sq.m., the building ownership certificates for 32 buildings with a gross floor area of
330,794.5 sq.m. and certain other requisite certificates or permits for the buildings for which we had
not obtained the ownership certificates, including planning permits, construction permits, certificates
for passing construction completion inspections, certificates for passing environmental assessments
and certificates for passing fire control assessments. Please refer to “Business — Properties” and
“Business — Legal Proceedings and Compliance” for further details. As a result, our rights to these
parcels of land and buildings may be limited or challenged by the relevant government authorities or
other third parties. We may also be subject to administrative fines or other penalties due to the lack
of the requisite permits, certificates and approvals, which may materially and adversely affect our
business operations, divert management attention and other resources and incur significant costs. In
particular,

. for the properties that we have put into use without obtaining the land use right certificates,
our rights to the land may be challenged by third parties;

. 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 RMB50,000 and/or
temporary suspension of the usage of the relevant properties before the incident is
rectified;
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. for the properties that we have put into use without obtaining the certificates for passing
fire control assessments, we may be subject to a fine ranging between RMB30,000 to
RMB300,000 and/or temporary suspension of the usage of the relevant properties before
the incident is rectified;

. for the properties that we have put into use without obtaining the certificates for passing
construction completion inspections, we may be subject to a fine ranging between 2% to
4% of the total price of the construction contract of the affected premises and/or temporary
suspension of the usage of the affected premises before the incident is rectified; 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, be subject to fines of up to 10% and 2% of the construction costs of the
buildings, respectively, or be subject temporary suspension of the usage of the buildings
before we obtain the relevant certificates.

In the event that if we lose the rights to any of our land or buildings, our uses of such land or
buildings may be limited, or we may be forced to relocate and incur additional costs, which may
result in disruptions to our school operations and materially and adversely affect our business,
financial condition and results of operations. In addition, we may in the future encounter problems
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.

Our right to certain leased properties could be challenged by property owners or other third
parties and we may be unable to find suitable alternative premises if our leases are terminated.

As of 31 December 2016, we leased one parcel of land and 17 buildings and units from
Independent Third Parties for the operations of our schools. As of the Latest Practicable Date, the
lessors of one parcel of land used by our Dongguan Guangming School with a total gross site area
of approximately 2,398 sq.m., the lessors of 12 buildings used by our Dongguan Guangming School
as student dormitories and staff apartments with a gross floor area of 63,008.2 sq.m., the lessors of
two buildings used by our Dongguan Guangzheng Preparatory School as staff apartments with a gross
floor area of approximately 10,902 sq.m., and the lessor of one unit used by our Yunfu Guangzheng
Preparatory School as its registered address with a gross floor area of 104.5 sq.m. had been unable
to provide us with valid title documents to the respective properties. Please refer to “Business —
Properties” of this prospectus for further details. As a result, the lessors may not have the right to
lease the relevant properties to us and our leases may be challenged by actual property owners who
may file claims against us, require us to relocate, or demand substantially higher rental for the
properties. As of the Latest Practicable Date, we were not aware of any actual or contemplated
actions, claims or investigations by any third party with respect to possible defects in our leased
properties. If any of our leases were terminated as a result of challenges by third parties to the lessors’
rights, we may be forced to relocate and incur additional costs, which may result in disruptions to our
school operations and materially and adversely affect our business, financial condition and results of
operations.

In addition, we have not registered any of our lease agreements with relevant government
authorities. Under relevant PRC laws and regulations, an executed lease must be registered and filed
with the relevant government authority. According to our PRC Legal Adviser, although the lack of
registration will not affect the validity and enforceability of the lease agreements, a fine ranging from
RMB1,000 to RMB10,000 may be imposed on the parties to an unregistered lease.
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Furthermore, 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 may be forced to relocate our student dormitories or apartments for
our teachers and staff. 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.

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

The property valuation report set out in Appendix III to this prospectus with respect to the
appraised value of our properties are based on various assumptions, which are subjective and
uncertain in nature. The assumptions that DTZ Cushman & Wakefield Limited used in the property
valuation report include: (i) the transferable land use rights of the properties for their respective terms
at nominal annual land use fees have been granted and that any premium payable has already been
fully paid and (ii) the Group has an enforceable title to each of the properties and has free and
uninterrupted rights to use, occupy or assign the properties for the whole of the respective unexpired
land use term as granted.

Certain of the assumptions used by DTZ Cushman & Wakefield Limited in reaching the
appraised value of our properties may be inaccurate. Hence, the appraised value of our properties
should not be taken as their actual realizable value or a forecast of their realizable value. Unexpected
changes to our properties and to the national and local economic conditions may affect the value of
these properties. You should not place undue reliance on such appraised value attributable to these
properties by DTZ Cushman & Wakefield Limited.

Capacity constraints of our school facilities could cause us to lose students to our competitors.

The educational facilities of our schools are limited in space and size. We may not be able to
admit all qualified students who would like to enrol in our schools due to the capacity constraints of
our current school facilities. For example, the utilization rate, being the number of students enrolled
at a school divided by the school’s existing capacity for students, of our Dongguan Guangming
School was 99.5%, 99.5%, 98.9% and 97.8% as of 1 September 2013, 2014, 2015 and 2016. In
addition, 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. 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 and campuses, we could lose potential students to our competitors, and our business,
financial condition and results of operations may be materially and adversely affected.

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.

Our financial and operating results may not meet the expectations of public market analysts or
investors, which could cause the price of our Shares to decline. Our revenue, expenses and operating
results may vary from year to year in response to a variety of factors beyond our control, including:

. our ability to increase student enrolment in our schools and raise tuitions fees;

. general economic conditions and regulations or government actions pertaining to the
provision of private educational services in China;

. shifts in consumer attitude toward private primary, middle and high school education in
China;

. our ability to control cost of revenue, in particular staff costs relating to teacher salaries
and allowances and other costs; and
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. non-recurring charges incurred in connection with acquisitions or other extraordinary
transactions or unexpected circumstances.

Further, we conditionally adopted the Pre-IPO Share Option Scheme on 3 January 2017, and we
expect to recognise a material amount of expense in connection with the grant of share options under
the Pre-IPO Share Option Scheme, which we anticipate will have a negative impact on the Group’s
results of operations and financial condition for the financial year ending 31 August 2017. Due to
these factors, we believe that year-to-year comparisons of our operating results may not be indicative
of our future performance and you should not rely on them to predict the future performance of our
Shares. Please refer to “Financial Information” of this prospectus for further details.

Our financial statements during the Track Record Period may have been affected.

During the Track Record Period, we made advances to Cinese Group and other related parties.
These advances were non-trade in nature and non-interest bearing. For each reporting period during
the Track Record Period, we recognised imputed interest income on certain portion of such advances
under IFRS. However, such imputed interest income is only a hypothetical income under IFRS and
had no cash inflow during the Track Record Period. The aggregate carrying amounts of our advances
to Cinese Group and other related parties on which we recognised imputed interest income were
RMBI1,165.4 million, RMB1,163.0 million and RMB212.2 million as of 31 August 2014, 2015 and
2016, respectively. Our imputed interest income was RMB42.2 million, RMB112.4 million and
RMB64.0 million for the years ended 31 August 2014, 2015 and 2016, respectively. During the Track
Record Period, we primarily funded these advances to Cinese Group and other related parties through
interest-bearing bank borrowings and a substantial portion of our bank borrowings during the Track
Record Period related to such advances. As a result, a substantial portion of our interest expenses on
bank and other borrowings during the Track Record Period related to advances on which we
recognised imputed interest income. Our bank and other borrowings were RMB1,270.0 million,
RMB1,275.5 million and RMB607.7 million as of 31 August 2014, 2015 and 2016, respectively. Our
interest expenses on bank and other borrowings were RMB79.0 million, RMB109.9 million and
RMBS80.0 million for the years ended 31 August 2014, 2015 and 2016, respectively. In addition, we
had amounts due to related parties that are non-trade in nature, unsecured, non-interest bearing and
repayable on demand, which amounted to RMB333.3 million, RMB426.9 million and RMB327.2
million, respectively, as of 31 August 2014, 2015 and 2016. As at the Latest Practicable Date, all the
amounts due to and from related parties (including our advances to Cinese Group and other related
parties) which were non-trade in nature had been fully settled. As a result, we do not expect to
continue to recognise imputed interest income on advances to related parties following the Listing.
Because we will no longer be funding such advances through bank borrowings, we also expect a
corresponding reduction in interest expenses on bank borrowings following Listing. Please refer to
“Financial Information — Imputed Interest Income and Related Interest Expenses” for further details.
As a result, our financial statements during the Track Record Period may have been affected.

We recorded net current liabilities as of 31 August 2014, 2015 and 2016 and 30 November 2016
and may record net current liabilities in the future.

As of 31 August 2014, 2015 and 2016 and 30 November 2016, we recorded net current liabilities
of RMB683.2 million, RMB14.6 million, RMB457.6 million and RMB467.1 million, respectively.
We recorded net current liabilities as of 31 August 2014, 2015 and 2016 and 30 November 2016
primarily because of (i) amounts due to related parties that are non-trade in nature, non-interest
bearing and repayable on demand, which consist of advances from Cinese Group and other related
parties and payables to related parties for the purchase of property, plant and equipment for the
expansion or improvement of our schools; (ii) other payables and accrued expenses, which primarily
consist of accruals for construction in connection with the maintenance and improvement of our
school facilities, and accrued staff benefits and payroll; and (iii) borrowings, which primarily consist
of our short-term bank borrowings. For additional information on our net current liabilities position,
please refer to “Financial Information — Current Assets and Current Liabilities” of this prospectus.
While all the amounts due to and from related parties which were non-trade in nature had been fully
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settled as at the Latest Practicable Date, we may continue to have net current liabilities in the future
as our business expands. We cannot assure you that we will be able to obtain adequate financing to
meet our future 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.

Accidents or injuries suffered by our students, employees or other people at our schools may
adversely affect our reputation and subject us to liability.

There are inherent risks of accidents or injuries in schools. We could be held liable in the event
of personal injuries, disease, fires or other accidents suffered by students, employees or other people
that occur at our schools. Although we designate certain staff members in each of our campuses to
be in charge of student health and security, in the event of personal injuries, disease, food poisoning,
fires or other accidents suffered by our students, employees or other people on our campuses, we may
face claims for damages and our schools may be perceived unsafe by prospective parents and
students. In 2014, a student fell from his dormitory building in Dongguan Guangming School. The
school immediately called an ambulance to send him to the hospital, but the student died despite
emergency treatment at the hospital. In November 2015, the court ruled that our school was not at
fault in the management, education and security protection of students and that the school should pay
the plaintiffs RMB 100,000 in compensation. The court dismissed all other claims of the plaintiffs and
the plaintiffs appealed. In the appeal, the court upheld the ruling in November 2015, which
constitutes the final and binding decision on the legal proceedings, and ruled that our school was not
at fault in the incident and was under no liability to compensate the plaintiffs save for the aforesaid
compensation. Please refer to “Business — Legal Proceedings and Compliance” for further details. In
2013, a student collapsed during a physical education course in Dongguan Guangming School. The
school immediately called an ambulance to send him to the hospital, but the student died despite
emergency treatments at the hospital. The court ruled that the school had no fault as to the incident
but ordered us to pay damages in the amount of RMB150,000 to the student’s family since (i) the
incident took place during an activity organized by the school and therefore there was a connection
between the incident and the school and (ii) the death of the student caused significant harm to his
family and considering the fairness principle, the school shall share the civil responsibilities with the
student’s family. We cannot assure you that similar incidents will not happen in the future. Claims
against us arising from injuries incurred or claimed to have incurred on our campuses may adversely
affect our reputation, subject us to significant amounts of damages, divert management attention and
other resources or increase our insurance costs. As a result, our business, financial condition and
results of operations may be materially and adversely affected.

We may be involved in legal and other disputes and claims from time to time arising out of our
operations.

We may, from time to time, be involved in disputes with and subject to claims by parents and
students, teachers and other school personnel, our suppliers, construction companies, third-party
sub-contractors and other parties involved in our business. For instance, in March 2015, an
individual, who is an Independent Third Party, initiated court proceedings against us in relation to the
advances he made on behalf of our Dongguan Guangzheng Preparatory School during its
establishment for a total amount of RMB5.0 million and related interest. As of the Latest Practicable
Date, the outcome of this legal proceeding had yet to be finalized. In April 2015, parents of a student
initiated court proceedings against us seeking over RMB780,000 in damages in relation to the death
of the student who fell from his dormitory building in Dongguan Guangming School in 2014. In
November 2015, the court ruled that the student should take full responsibility for the consequences
of the incident, that our school was not at fault in the management, education and security protection
of students and that the school should pay the plaintiffs RMB100,000 in compensation as (i) the
student was enrolled at our school and the incident took place at an on-campus student dormitory and
(i1) the school is an educational institution and benefited from its educational activities. The court
dismissed all other claims of the plaintiffs and the plaintiffs appealed. In the appeal, the court upheld
the ruling in November 2015, which constitutes the final and binding decision on the legal
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proceedings, and ruled that our school was not at fault in the incident and was under no liability to
compensate the plaintiffs save for the aforesaid compensation. Please refer to “Business — Legal
Proceedings and Compliance” of this prospectus for further details about the legal or other
proceedings we are involved in. Legal or other proceedings involving us may, among others, incur
significant costs, divert management’s attention and other resources, negatively affect our business
operations, cause negative publicity against us or damage our reputation. As a result, our business,
financial condition and results of operations may be materially and adversely affected.

We may lose the services of our executive Directors, senior management and other key
personnel.

Our future success depends heavily upon the continuing services of our executive Directors and
senior management team and in particular, our co-founders, Mr. Liu and Ms. Li, who have been our
leaders since our inception. If one or more of our executive Directors, senior management or other
key personnel are unable or unwilling to continue in their present positions, we may not be able to
replace them easily or at all and our business may be disrupted and our financial condition and results
of operations may be materially and adversely affected. Competition for experienced executive
Directors or management personnel in the private education sector is intense, the pool of qualified
candidates is very limited and we may not be able to retain the services of our executive Directors
or senior management or key personnel, or attract and retain high-quality executive Directors or
senior executives or key personnel in the future. In addition, if any member of our executive Directors
or senior management team or any other key personnel joins a competitor or forms a competing
company, we may lose teachers, students and staff members. As a result, our business, financial
condition and results of operations may be materially and adversely affected.

Each of our executive officers and key employees has entered into an employment contract and
certain executive officers and/or key employees have entered into confidentiality agreements with us.
The employment contracts and confidentiality agreements are governed by PRC laws and any
disputes would be resolved in accordance with PRC legal procedures. The legal environment in the
PRC is not as developed as in other jurisdictions such as Hong Kong and uncertainties in the PRC
legal system could limit our ability to enforce these agreements. For example, prior court decisions
may be cited for reference but have limited precedential value in the PRC and the PRC arbitration
tribunals and courts have significant discretion in interpreting, implementing or enforcing relevant
PRC laws. It is thus difficult to predict the outcome of any arbitration awards or court proceedings
or gauge the level of legal protection that such awards or proceedings may provide. Accordingly, if
any disputes arise between any of our senior executives or key personnel and us, it may be difficult
to enforce these agreements against these individuals. As a result, our business, financial condition
and results of operations may be materially and 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 China 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 percentages 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 businesses. During the Track Record Period, we did not make full contributions to the
social insurance plans and the housing provident fund for our employees as required according to 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 from our current and former employees regarding our
non-compliance in this regard. We estimate that the aggregate amount of social insurance payments
and housing provident fund contributions that we did not make during the Track Record Period was
RMB13.9 million, RMB16.5 million and RMB16.3 million, respectively, with respect to social
insurance payments, and RMB6.1 million, RMB4.7 million and RMB3.2 million, respectively, with
respect to housing provident fund contributions. Please refer to “Business — Legal Proceedings and
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Compliance” of this prospectus for further details. Based on the interviews we conducted with and
the written confirmations issued by the competent local human resources and social security bureaus
and housing provident fund management centres in the cities where our schools are located, our PRC
Legal Adviser has advised that, the possibility that any of the competent government authorities will
initiate a request for payment or a penalty proceeding on its own solely based on the fact that we
made partial social insurance payments and housing provident fund contributions is relatively remote.
However, 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.

The tax provision we made may not be sufficient to cover the PRC taxes and/or penalties that
the PRC tax authorities may require us to pay.

In preparation of the Global Offering, we identified that the tax filings of certain members of
our Group were not complete and that certain past filings of those entities were not accurate, due to
(i) ambiguities in the relevant PRC tax laws and regulations with respect to (a) private schools, school
sponsors of which require reasonable returns; (b) the treatment of earnings generated from on-campus
canteens; and (ii) our observation that, based on publicly available information, none of the schools
operated by other PRC-based education companies listed on the Stock Exchange paid any EIT in the
PRC. For details of the historical reasons and developments with respect to such incompleteness and
inaccuracies in the historical tax filings of certain members of our Group, please see “Financial
Information — Key Components of Our Results of Operations — Taxation” of this prospectus.

We first became aware of the possible historical shortfall relating to the PRC EIT, business tax
and VAT in the beginning of 2016 during the communications with our Reporting Accountants, which
were engaged to conduct audit field work for us in connection with the preparation for the Global
Offering. We then sought to gain a better understanding of the relevant tax regulations and practices,
as well as such ambiguities, and engaged a tax consultant in April 2015 and in February 2016 to
review our tax filings, with an aim to rectify and discharge any outstanding tax obligations.
According to the tax consultant, we underpaid certain PRC taxes during the Track Record Period,
including EIT, business tax and VAT. Based on the tax consultant’s advice, we have made tax
provisions, including provisions for the historical shortfall of EIT, for the three financial years ended
31 August 2015 and the nine months ended 31 May 2016, in the amount of RMB88.2 million. In July
and August 2016, our relevant PRC entities made re-filings with the relevant tax authorities and
obtained tax clearance letters with respect to EIT, business tax and VAT payable for the calendar years
2013, 2014 and 2015. As of the Latest Practicable Date, such PRC entities had already paid the tax
for the initial EIT filings of RMB12.5 million and tax shortfall for EIT of RMB29.8 million and VAT
of RMB2.5 million for the aforesaid re-filings for the calendar years 2013, 2014 and 2015, and had
also paid the late surcharge in the total amount of RMB4.8 million to the relevant tax authorities.
Among the payment of tax shortfall for EIT of RMB29.8 million set out above, RMB6.5 million,
RMB4.9 million and RMB18.4 million was paid in respect of calendar years 2013, 2014 and 2015,
respectively. All of the payment of tax shortfall for VAT of RMB2.5 million set out above was paid
in respect of the calendar year 2015. For the years ended 31 December 2014, 2015 and 2016, (i) our
net profit before taxation amounted to RMB112.2 million, RMB212.3 million and RMB194.5 million,
respectively; and (ii) our net profit after taxation amounted to RMB90.9 million, RMB182.3 million
and RMB154.4 million, respectively.

We cannot assure you that the relevant tax authorities would not require us to pay any historical
outstanding tax or otherwise any additional amount within a prescribed period and/or impose late
payment surcharge, fines and/or other penalties on us in respect of any calendar years, the total
amount of which may exceed our provision. Our PRC Legal Adviser has advised that, for failure to
fully pay PRC taxes, the relevant tax authorities may impose late payment surcharge and fines
ranging between 50% to five times of the tax in arrears, and may also require the payment of the
outstanding amount within a prescribed period. While our Controlling Shareholders have agreed to
indemnify our Group pursuant to the Deed of Indemnity for, among other things, any historical
outstanding tax, additional amount, late payment surcharge, fines and other penalties in relation to
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tax that may be imposed on us, there is no assurance that this would be able to indemnify us against
all losses and liabilities in connection therewith effectively. If we were required to pay any historical
outstanding tax, additional amounts, late payment surcharge, fines and/or were subject to any other
penalties, it could affect our cash flow and operation and our business, financial condition and results
of operations may be materially and adversely affected.

We have limited insurance coverage.

We maintain various insurance policies to safeguard against certain risks and unexpected events,
such as school liability insurance, student personal accident insurance and property insurance for
vehicles. However, our insurance may not be sufficient in terms of amounts and scope. If we were
held liable for amounts and claims exceeding the scope or amounts covered by our insurance policies,
or suffered losses from incidents for which we do not currently maintain any insurance, we may be
required to pay significant damages or suffer significant loss without being able to recover all or part
of the amounts from insurance companies, and our business, results of operations and financial
condition may be materially and adversely affected. In addition, we do not have any business
disruption insurances to cover losses caused by natural disasters or catastrophic events, which may
significantly disrupt our business operations and incur substantial costs on us, and may materially and
adversely affect our business, financial condition and results of operations.

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

All our schools are private Monday-to-Friday boarding schools. As of 1 September 2016, 31,788
students lived in the student dormitories at our schools. We also provide on-campus or nearby off-site
accommodation to our teachers and staff. The boarding and accommodation arrangements make our
students, teachers and staff vulnerable to outbreaks of health epidemics such as the HIN1 flu virus,
avian influenza and severe acute respiratory syndrome, or SARS, and Influenza A virus, such as
H5N1 subtype and H5N2 subtype flu viruses, natural disasters, such as earthquakes, floods,
landslides, as well as terrorist attacks, other acts of violence or war or social instability, especially
when such health epidemics, natural disasters or terrorist attacks take place in our schools or in or
near the regions where our schools are located. In 2009, a student enrolled in our Dongguan
Guangming Primary School fell sick while staying at home during a weekend and died despite
hospital treatments. The student was later tested positive for HIN1 flu virus. The school took
immediate preventative measures such as school closure and thorough cleaning and there was no
outbreak of the HINI flu in the school. However, in the future, we may be unable to take effective
measures to protect our students, teachers and staff in case of health epidemics, natural disasters or
terrorist attacks. In addition, the general economic conditions may be negatively affected by the
actual or perceived occurrence of health epidemics, natural disasters or terrorist attacks, which may
result in significant decreases in the number of students enrolled in our schools. As a result, our
business, financial condition and results of operations may be materially and adversely affected.

We may be negatively affected by the oil pumping machines located next to our Panjin
Guangzheng Preparatory School.

There are several oil pumping machines next to the campus of our Panjin Guangzheng
Preparatory School, which are owned and managed by Independent Third Parties. The operation of
oil pumping machines or the oil pumping activities are subject to significant inherent hazards and
risks, which may have material negative impacts on the school operations, students and staff of our
Panjin Guangzheng Preparatory School, including incurring environmental pollution, fire,
mechanical injuries and electronic injuries. We have no control over whether the Independent Third
Parties has undertaken appropriate and adequate safety measures over the oil pumping machines or
the oil pumping activities. Even if safety measures were undertaken, accidents may occur. Given the
proximity of the oil pumping machines to our school, in the event of massive accidents such as
environmental pollution and fire, we may be forced to cease the operations of Panjin Guangzheng
Preparatory School, our campus and school buildings may be damaged and the health and safety of
all students and staff of the school may be significantly affected; in the event of individual accidents
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such as personal injuries, our school may be subject to legal disputes and damages and our reputation
may be materially and negatively affected. In addition, we may have to incur significant costs to take
preventative or remedial measures to protect the health and safety of our students, teachers, staff and
other people in our Panjin Guangzheng Preparatory School. Our preventative or remedial measures
may not be sufficient and effective in the events of accidents or natural disasters, and personal
injuries, wrongful deaths or other damages may occur, which may subject us to significant amount
of damages, negatively affect our reputation and deter prospective students from enrolling in our
schools. As a result, our business, financial condition and results of operations may be materially and
adversely affected.

Our brand and reputation may be negatively affected if we fail to adequately protect our
intellectual property rights.

Our trademarks, trade name and other intellectual property rights are important to the promotion
of our brand. We have spent more than a decade building our brand by emphasising quality education
and the well-rounded development in our students. Unauthorised use of our trademarks, trade name
or other intellectual property rights may damage our reputation and brand. The measures we take to
protect our trademarks and other intellectual property rights may not be adequate. For instance, the
trademark currently used by our Dongguan Guangming School and Dongguan Guangming Primary
School was not registered. Furthermore, the application of laws governing intellectual property rights
in China is uncertain and evolving and, as such, enforcement of intellectual property rights in China
is relatively difficult. However, we cannot assure you that we will be able to complete the trademark
registration. If we are unable to adequately protect our trademarks and other intellectual property
rights, we may not be able to benefit from these rights, our brand name and reputation may be
damaged. As a result, our business, financial condition and results of operations may be materially
and adversely affected.

Unauthorised disclosure or manipulation of sensitive information relating to our students and
teachers may expose us to litigation and damages or may adversely affect the reputation of our
schools.

We possess sensitive and private information about our students and teachers, such as names,
addresses, contact numbers, ID numbers and exam scores of our students. We store these sensitive
data primarily in computers located in our school offices. If such data was obtained, disclosed or
manipulated by unauthorised third parties through security breaches to our computers or network, or
was negligently misappropriated or disclosed by our staff, we may be sued and held liable for
damages, which may incur significant costs, negatively affect our reputation and divert management
attention and other resources. As a result, our business, financial condition and results of operations
may be materially and adversely affected.

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 emphasizing the utilisation of market forces in the
development of the PRC economy in the past three decades. These reforms have resulted in
significant economic growth and social prospects. Economic reform measures, however, may be
adjusted, modified or applied inconsistently from industry to industry or across different regions of
the country.
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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 customers’ consumer credit
or consumer banking business, and may also 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.
Uncertainties with respect to the PRC legal system could materially and adversely affect us.

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 organization 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 change. Many laws, regulations, policies and legal requirements
have only been recently adopted by PRC central or local government authorities, and their
implementation, interpretation and enforcement may involve uncertainties 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. For instance, MOFCOM
published the Draft Foreign Investment Law on 19 January 2015, which proposes significant changes
to the PRC foreign investment legal regime and may have a significant impact on our business. Please
refer to “— Our business may be significantly affected by the Draft Foreign Investment Law, if
implemented as proposed” above for further details. As a result, there is substantial uncertainty as to
the legal protection available to our Shareholders and us. 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 our Shareholder, you hold an indirect interest in our operations in China. Our operations in

the PRC are subject to PRC regulations governing PRC companies and schools. These regulations
contain provisions that are required to be included in the articles of association of PRC companies

— 63 —



RISK FACTORS

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 among
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.

You may experience difficulties in effecting service of legal process, enforcing foreign judgments
or bringing original actions in China against us or our management named in the prospectus
based on Hong Kong or other foreign laws.

We are a company incorporated under the laws of the Cayman Islands, we conduct substantially
all of our operations in China and substantially all of our assets are located in China. In addition, a
substantial number of our senior executive officers reside within China for a significant portion of
the time and most are PRC nationals. As a result, it may be difficult for our Shareholders to effect
service of process upon us or those persons inside mainland China. In addition, our PRC Legal
Adviser has advised us that China does not have treaties providing for the reciprocal recognition and
enforcement of judgments of courts with the Cayman Islands and many other countries and regions.
Therefore, recognition and enforcement in China of judgments of a court in any of these non-PRC
jurisdictions in relation to any matter not subject to a binding arbitration provision may be difficult
or impossible. Please refer to “Appendix IV — Summary of the Constitution of our Company and
Cayman Companies Law” of this prospectus for further details of the relevant laws of the Cayman
Islands.

On 14 July 2006, Hong Kong and the PRC entered into 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 (the “Arrangement”), pursuant to which a party with a final
court judgment rendered by a Hong Kong court requiring payment of money in a civil and
commercial case pursuant to a choice of court agreement in writing may apply for recognition and
enforcement of the judgment in the PRC. Similarly, a party with a final judgment rendered by a PRC
court requiring payment of money in a civil and commercial case pursuant to a choice of court
agreement in writing may apply for recognition and enforcement of the judgment in Hong Kong. A
choice of court agreement in writing is defined as any agreement in writing entered into between
parties after the effective date of the Arrangement in which a Hong Kong court or a PRC court is
expressly designated as the court having sole jurisdiction for the dispute. Therefore, it is not possible
to enforce a judgment rendered by a Hong Kong court in the PRC if the parties in dispute have not
agreed to enter into a choice of court agreement in writing. Although the Arrangement became
effective on 1 August 2008, the outcome and effectiveness of any action brought under the
Arrangement may still be uncertain.

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 subsidiaries or Consolidated Affiliated Entities, which could
materially and adversely affect our liquidity and our ability to fund and expand our business.

In utilising the proceeds of this offering in the manner described in “Future Plans and Use of
Proceeds” of this prospectus as an offshore holding company, we may extend loans to our PRC
subsidiaries and our Consolidated Affiliated Entities, establish new subsidiaries, make additional
capital contributions to our PRC subsidiaries or acquire, in offshore transactions, offshore entities
with business operations inside China. Any loans to our PRC subsidiaries or our Consolidated
Affiliated Entities are subject to PRC regulations and approvals. For example:

. loans we extend to Dongguan Ruixing, our wholly-owned subsidiary in China, or another

PRC subsidiary, cannot exceed statutory limits and must be registered with the SAFE or
its local counterparts;
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o loans we extend 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 MOE and
Ministry of Civil Affairs or their respective local counterparts.

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
( CBIZANEAS PR BRI B A0 i 150 A SE N B A G 45 FEAY BT XA A0) ) (“Circular  197).
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. For further details of Circular
19, please refer to “Regulations” of this prospectus. As a result, we are required to apply Renminbi
funds converted from the net proceeds we expect to receive from the Global Offering within the
business scope of Dongguan Ruixing or another PRC subsidiary. Circular 19 may significantly limit
our ability to transfer the net proceeds from the Global Offering or any other offering of additional
equity securities to Dongguan Ruixing or another PRC subsidiary or invest in or acquire any other
companies in the PRC.

In addition, any capital contributions to Dongguan Ruixing or another PRC subsidiary or to any
new subsidiaries that we may establish in the future must be approved by the MOFCOM or its local
counterpart. We cannot assure you that we will be able to obtain these government registrations or
approvals on a timely basis, if at all. If we fail to receive such registrations or approvals, our ability
to use the proceeds of this offering and to capitalise our PRC operations may be negatively affected,
which could adversely and materially affect our liquidity and our ability to fund and expand our
business.

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 Dongguan Ruixing or another 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,
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.
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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 EIT Law 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 EIT 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 EIT 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 82”) 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 factor 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
27 July 2011, effective 1 September 2011, providing more guidance on the implementation of SAT
Circular 82. This bulletin clarifies matters including residence status determination, post-
determination administration and competent tax authorities. Although both SAT Circular 82 and the
bulletin only apply to offshore enterprises controlled by PRC enterprises and there are currently no
further detailed rules or precedents applicable to us governing the procedures and specific criteria for
determining “de facto management body” for companies like ours, the determination criteria set forth
in SAT Circular 82 and the bulletin may reflect the SAT’s general position on how the “de facto
management body” test should be applied in determining the tax residency status of offshore
enterprises and how the administration measures should be implemented with respect to such
enterprises, regardless of whether they are controlled by PRC enterprises or PRC individuals.

As substantially all of our management members are based in China, it remains unclear how the
tax residency rule will apply to our case. We do not believe that our Company, Bright Education
Holdings, 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 and we are not
an offshore enterprise controlled by PRC individuals or domestic enterprises. 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 EIT 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 EIT 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.
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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. For instance, in the PRC from 1995 until July 2005, the conversion of the Renminbi into
foreign currencies, 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
effective as of 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 liberalization and Renminbi internationalization, 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 a significant portion 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 Consolidated Affiliated Entities. 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 subsidiaries and Consolidated Affiliated Entities inside China. Conversely,
if we decide to convert our Renminbi into Hong Kong dollars for the purpose of making payments
for dividends on our Shares or for other business purposes, appreciation of the Hong Kong dollar
against Renminbi would have a negative effect on the Hong Kong dollar amount available to us.

The preferential tax and other treatments contemplated by us may change or may become
unavailable.

As at the Latest Practicable Date, Bright Education HK was in the process of setting up a wholly
foreign-owned enterprise in Tibet (the “Proposed Tibet WFOE”), which we may designate as the
service provider under the Exclusive Management Consultancy and Business Cooperation Agreement
for the purpose of the Contractual Arrangements, in replacement of Dongguan Ruixing in the future.
We may make such arrangement in view of the preferential tax policies under the Regulations on the
Implementation of Enterprise Income Tax Policy of Tibet Autonomous Region ( PGk H A @ 37
ABECR E i HHEL) ) promulgated on 1 May 2014, pursuant to which the Tibet local government has
exempted 40% enterprise income tax payable by enterprises in the Tibet Autonomous Region for a
period of two years commencing from 1 January 2015 to 31 December 2017. As at the Latest
Practicable Date, we were not entitled to any such preferential tax treatments. We cannot assure you
that the Proposed Tibet WFOE will be established as contemplated or at all and that even if the
Proposed Tibet WFOE has been established, it is entitled to the preferential tax treatments, if any, and
will continue to receive such preferential tax treatments.
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Moreover, the Decision (which was approved by the Standing Committee of the National
People’s Congress on 7 November 2016 and will become effective on 1 September 2017) states that
additional supportive measures will be provided for private schools. Please see “Risks related to the
Decision on Amending the Law for Promoting Private Education in the PRC — There are substantial
uncertainties regarding the interpretation and application of the Decision” above for further details
and the risks associated therewith. We cannot assure you that the preferential tax and other treatments
contemplated by us will not change or that they will apply or continue to apply to our schools after
the Decision becomes effective.

RISKS RELATING TO THE GLOBAL OFFERING

No public market currently exists for our Shares; the market price for our Shares may be
volatile and an active trading market for our Shares may not develop.

No public market currently exists for our Shares. The initial Offer Price for our Shares to the
public will be the result of negotiations between our Company and the Joint Global Coordinators (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 Hong Kong Stock Exchange for the
listing of, and permission to deal in, the Shares. A listing on the Hong Kong 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 Hong Kong 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.

— 68 —



RISK FACTORS

You will incur immediate and significant dilution and may experience further dilution if we
issue additional Shares in the future.

The Offer Price of the Offer Shares is higher than the net tangible asset value per Share
immediately prior to the Global Offering. Therefore, purchasers of the Offer Shares in the Global
Offering will experience an immediate dilution in pro forma net tangible asset value. In order to
expand our business, we may consider offering and issuing additional Shares in the future. Purchasers
of the Offer Shares may experience dilution in the net tangible asset value per share of their Shares
if we issue additional Shares in the future at a price which is lower than the net tangible asset value
per Share at that time.

Future sales or perceived sales of our Shares in the public market by major Shareholders
following the Global Offering could materially and adversely affect the price of our Shares.

Prior to the Global Offering, there has not been a public market for our Shares. Future sales or
perceived sales by our existing Shareholders, or issuance by us of significant amounts of our Shares
after the Global Offering, could result in a significant decrease in the prevailing market prices of our
Shares. Only a limited number of the Shares currently outstanding will be available for sale or
issuance immediately after the Global Offering due to contractual and regulatory restrictions on
disposal and new issuance. Nevertheless, after these restrictions lapse or if they are waived, future
sales of significant amounts of our Shares in the public market or the perception that these sales may
occur could significantly decrease the prevailing market price for our Shares and our ability to raise
equity capital in the future.

Our Controlling Shareholders have significant influence over our Company and their interests
may not be aligned with the interests of our other Shareholders.

Immediately following the Global Offering, our Controlling Shareholders, Mr. Liu and Ms. Li,
who are co-founders of our Group and parties acting in concert, will control in aggregate 75% of our
Shares, assuming the Over-allotment Option is not exercised at all. Our Controlling Shareholders
will, through their voting power at the Shareholders’ meetings and its position on the Board, have
significant influence over our business and affairs, including decisions in respect of mergers or other
business combinations, acquisition or disposition of assets, issuance of additional shares or other
equity securities, timing and amount of dividend payments, and our management. Our Controlling
Shareholders may not act in the best interests of our minority Shareholders. In addition, without the
consent of our Controlling Shareholders, we could be prevented from entering into transactions that
could be beneficial to us. This concentration of ownership may also discourage, delay or prevent a
change in control of our Company, which could deprive our Shareholders of an opportunity to receive
a premium for the Shares as part of a sale of our Company and may significantly reduce the price of
our Shares.

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
Hong Kong Stock Exchange until they are delivered, which is expected to be not more than five
Business Days after the Price Determination Date. As a result, investors may not be able to sell or
otherwise deal in the Shares during that period. Accordingly, holders of our Shares are subject to the
risk that the price of the Shares when trading begins could be lower than the Offer Price as a result
of adverse market conditions or other adverse developments that may occur between the time of sale
and the time trading begins.
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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 primary, middle and high school education market and the
private education market in the PRC and South 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 Sole 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 primary, middle and
high school education market and the private education market in the PRC and South 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 risk and
uncertainties and are subject to change based on various factors 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 authorized 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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WAIVERS FROM COMPLIANCE WITH THE LISTING RULES

In preparation for the Global Offering, our Company has 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, we must have sufficient management presence in
Hong Kong. This normally means that at least two of the executive Directors must be ordinarily
resident in Hong Kong. Our business operations are located in China. Due to the business
requirements of our Group, we expect that we will not have at least two executive Directors to be
ordinarily based in Hong Kong after Listing.

Accordingly, we have applied to the Stock Exchange for, and the Stock Exchange has granted,
a waiver from strict compliance with the requirements under Rule 8.12 of the Listing Rules. In order
to maintain effective communication with the Stock Exchange, we have or will put in place the
following measures in order to ensure that regular communication is maintained between the Stock
Exchange and us:

(a) we have appointed two authorised representatives pursuant to Rule 3.05 of the Listing
Rules, who will act as our principal channel of communication with the Stock Exchange.
The two authorised representatives are Mr. Liu Xuebin, our chairman of the Board and an
executive Director, and Mr. Ng Cheuk Him, our executive Director and company secretary.
The authorised representatives will provide their usual contact details to the Stock
Exchange and will be readily contactable by telephone, facsimile and email by the Stock
Exchange, if necessary, to deal with enquiries from the Stock Exchange from time to time;

(b) each of the authorised representatives has the means to contact all the Directors (including
the independent non-executive Directors) promptly at all times, as and when the Stock
Exchange wishes to contact the Directors on any matters;

(c) all the Directors who are not ordinarily resident in Hong Kong possess or can apply for
valid travel documents to visit Hong Kong and would be able to come to Hong Kong and
meet with the Stock Exchange upon reasonable notice;

(d) First Shanghai Capital Limited, our compliance adviser, will act as an additional channel
of communication with the Stock Exchange; and

(e) each Director will provide their respective mobile phone numbers, office phone numbers,
email addresses and fax numbers to the Stock Exchange.

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.
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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 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 (on behalf of the Underwriters) and us 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 (on behalf of the
Underwriters) and our Company on the Price Determination Date. The Price Determination Date is
expected to be on or around 19 January 2017 and, in any event, not later than 24 January 2017 (unless
otherwise determined between the Joint Global Coordinators (on behalf of the Underwriters) and our
Company). If, for whatever reason, the Offer Price is not agreed between the Joint Global
Coordinators and our Company on or before 24 January 2017, the Global Offering will not become
unconditional and will lapse immediately.

Please refer to “Underwriting” of this prospectus for further information about the Underwriters
and the underwriting arrangements.

PROCEDURES FOR APPLICATION FOR HONG KONG OFFER SHARES

The application procedures for the Hong Kong Offer Shares are set forth in “How to Apply for
Hong Kong Offer Shares” of 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
“Structure of the Global Offering” of this prospectus.
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SELLING RESTRICTIONS ON OFFERS AND SALE OF SHARES

Each person acquiring the Hong Kong 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 Capitalisation Issue and the Global Offering
(including the Shares which may be issued pursuant to the exercise of: (i) the Over-allotment Option
and (ii) options granted under the Pre-IPO Share Option Scheme and which may be granted under the
Share Option Scheme).

No part of our Shares 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 in the near future.

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 the Company by or on behalf of the Stock Exchange.

OVER-ALLOTMENT OPTION AND STABILISATION

Details of the arrangements relating to the Over-allotment Option and stabilisation are set out
in “Structure of the Global Offering” of this prospectus.

COMMENCEMENT OF DEALINGS IN THE SHARES

Dealings in the Shares on the Main Board of the Stock Exchange are expected to commence on
Thursday, 26 January 2017. The Shares will be traded on the Main Board of the Stock Exchange in
board lots of 2,000 Shares each. The stock code of the Shares will be 6068.

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 REGISTER AND STAMP DUTY

Our principal register of members will be maintained in the Cayman Islands by our principal
registrar, Codan Trust Company (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

. 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

Unless otherwise specified, this prospectus contains certain translations for the convenience of
the reader at the following rates:

RMB1.00 to HK$1.1293 (the exchange rate prevailing on 6 January 2017 published by PBOC)

US$1.00 to HK$7.7534 (the exchange rate set forth in the H.10 statistical release of Board of
Governors of the Federal Reserve System of U.S. on 30 December 2016)

CAD1.00 to HK$5.8680 (the exchange rate set forth in the noon exchange rate published by
Bank of Canada on 6 January 2017)

These translations are provided for reference and convenience only, and no representation is
made, and no representation should be construed as being made, that any amounts in RMB, US$ or
HK$ can be or could have been at the relevant dates converted at the above rates or any other rates
or at all.

_ 74 —



INFORMATION ABOUT THIS PROSPECTUS AND THE GLOBAL OFFERING

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 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.

— 75—
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For further information on our Directors, please refer to the section headed “Directors
and Senior Management” of this prospectus.

DIRECTORS

Name Address Nationality
Executive Directors

LIU Xuebin (ZZ:%K) Fuying Building, Chiling Road Chinese
Hou Jie, Dongguan City, Guangdong
The People’s Republic of China

LI Suwen (FFH ) 1803, Floor 18, Block 2 Chinese
Wangzu Jiayuan, Dongcheng Road
Dongcheng District, Dongguan City
The People’s Republic of China

LI Jiuchang (ZFAH) No. 68, Guangming Road Chinese
Dongcheng District
Dongguan City
The People’s Republic of China

NG Cheuk Him (5'&53%) Flat A, 3/F, Block 18, Cherry Mansions Chinese
9 Shung King Street
Site 2, Whampoa Garden
Hung Hom, Kowloon
Hong Kong

Independent non-executive Directors

SUN Kai Lit Cliff (REZY) Flat A & B, 20/F, Block E Chinese
Wylie Court, 21 Wylie Path
Kowloon, Hong Kong

TAM King Ching Kenny Flat E, 13th Floor, Tower 6 Canadian
(FELBEIE) The Belcher’s, 89 Pok Fu Lam Road
Hong Kong
YAU Sze Ka (Iif/85%) Unit 2, 6/F, Block A Chinese

Elm Tree Towers
8 Chun Fai Road
Hong Kong
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PARTIES INVOLVED IN THE GLOBAL OFFERING

Sole Sponsor

Joint Global Coordinators
(in alphabetical order)

Joint Bookrunners and Joint LLead Managers
(in alphabetical order)

BNP Paribas Securities (Asia) Limited

59/F to 63/F, Two International Finance Centre
8 Finance Street

Central

Hong Kong

BNP Paribas Securities (Asia) Limited
59/F to 63/F

Two International Finance Centre

8 Finance Street

Central

Hong Kong

BOCI Asia Limited

26/F, Bank of China Tower
1 Garden Road

Central

Hong Kong

Citigroup Global Markets Asia Limited
50th Floor, Champion Tower

Three Garden Road

Central, Hong Kong

CLSA Limited

18/F, One Pacific Place
88 Queensway

Hong Kong

CMB International Capital Limited
Units 1803-04

18/F, Bank of America Tower

12 Harcourt Road

Central, Hong Kong

BNP Paribas Securities (Asia) Limited
59/F to 63/F

Two International Finance Centre

8 Finance Street

Central

Hong Kong

BOCI Asia Limited

26/F, Bank of China Tower
1 Garden Road

Central

Hong Kong
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Citigroup Global Markets Asia Limited

(in relation to the Hong Kong Public Offering)
50th Floor, Champion Tower

Three Garden Road

Central, Hong Kong

Citigroup Global Markets Limited

(in relation to the International Offering)
33 Canada Square

Canary Warf

London E14 5LB

United Kingdom

CLSA Limited

18/F, One Pacific Place
88 Queensway

Hong Kong

CMB International Capital Limited
Units 1803-04

18/F, Bank of America Tower

12 Harcourt Road

Central, Hong Kong

Joint Bookrunners ABCI Capital Limited
(in alphabetical order) 10/F, Agricultural Bank of China Tower
50 Connaught Road Central
Hong Kong

CCB International Capital Limited
12/F, CCB Tower

3 Connaught Road Central

Central, Hong Kong

Haitong International Securities Company
Limited

22/F, Li Po Chun Chambers

189 Des Voeux Road, Central

Hong Kong

Ping An Securities Limited

Unit 02, 2/F, China Merchants Building
152-155 Connaught Road Central

Hong Kong

Co-manager Pacific Foundation Securities Limited
11/F, New World Tower Two
16-18 Queen’s Road Central
Hong Kong
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Legal Advisers to the Company as to Hong Kong and United States laws:
Ashurst Hong Kong
11/F Jardine House
One Connaught Place
Central
Hong Kong

as to PRC law:

Commerce & Finance Law Offices
6/F NCI Tower

A12 Jianguomenwai Avenue
Chaoyang District

Beijing

PRC

as to Cayman Islands law:
Conyers Dill & Pearman
Cricket Square

Hutchins Drive, P.O. Box 2681
Grand Cayman, KYI1-1111
Cayman Islands

as to Canadian law:

Miller Thomson LLP

40 King Street West, Suite 5800
Toronto, Ontario, M5H 3S1

Legal Advisers to the Sole Sponsor and as to Hong Kong and United States laws:
Underwriters Skadden, Arps, Slate, Meagher & Flom and
affiliates

42/F Edinburgh Tower
The Landmark

15 Queen’s Road
Central

Hong Kong

as to PRC law:

Haiwen & Partners

20/F Fortune Financial Center
5 Dong San Huan Central Road
Chaoyang District

Beijing

PRC

Auditors and Reporting Accountants Deloitte Touche Tohmatsu
Certified Public Accountants
35/F One Pacific Place
88 Queensway, Admiralty
Hong Kong
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Industry Consultant

Property Valuer

Receiving Banks

Frost & Sullivan (Beijing) Inc., Shanghai
Branch Co.

Suite 2802-2803, Tower A

Dawning Center 500 Hongbaoshi Road
Shanghai

PRC

DTZ Cushman & Wakefield Limited
16/F, Jardine House

1 Connaught Place

Central

Hong Kong

Standard Chartered Bank (Hong Kong)
Limited

15/F Standard Chartered Tower

388 Kwun Tong Road

Kwun Tong

Hong Kong

Wing Lung Bank Limited
6/F, Wing Lung Bank Building
45 Des Voeux Road Central
Central, Hong Kong
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CORPORATE INFORMATION

Registered Office Cricket Square
Hutchins Drive, P.O. Box 2681
Grand Cayman, KY1-1111
Cayman Islands

Head Office and Principal Place of Business  No. 68 Guangming Da Dao

in China Dongcheng District
Dongguan
the 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.wisdomeducationintl.com
(The information on the website does not form
part of this prospectus)

Company Secretary Ng Cheuk Him CPA
Flat A, 3/F, Block 18, Cherry Mansions
9 Shung King Street
Site 2, Whampoa Garden
Hung Hom, Kowloon
Hong Kong

Authorised Representatives Liu Xuebin
Fuying Building, Chiling Road
Hou Jie, Dongguan City, Guangdong
The People’s Republic of China

Ng Cheuk Him

Flat A, 3/F, Block 18, Cherry Mansions
9 Shung King Street

Site 2, Whampoa Garden

Hung Hom, Kowloon

Hong Kong

Audit Committee Tam King Ching Kenny (Chairman)
Sun Kai Lit Cliff
Yau Sze Ka

Remuneration Committee Sun Kai Lit Cliff (Chairman)
Yau Sze Ka
Liu Xuebin

Nomination Committee Yau Sze Ka (Chairman)
Tam King Ching Kenny
Li Suwen
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Compliance Adviser

Hong Kong Share Registrar

Principal Share Registrar and
Transfer Office

Principal Bankers

First Shanghai Capital Limited
19 Floor, Wing On House

71 Des Voeux Road

Central

Hong Kong

Computershare Hong Kong Investor Services
Limited

Shops 1712-1716, 17th Floor

Hopewell Centre

183 Queen’s Road East

Wanchai

Hong Kong

Codan Trust Company (Cayman) Limited
Cricket Square

Hutchins Drive, P.O. Box 2681

Grand Cayman, KYI-1111

Cayman Islands

Bank of China, Dongguan Branch
No. 72 Guantai Road, Nancheng District
Dongguan City, the PRC

Bank of Dongguan Corporation Limited,
Dongcheng Branch

Changchun Court, Jinze Garden

Gangbei Dongcheng Road Central
Dongcheng District

Dongguan City, the PRC

China Construction Bank, Dongguan Branch
No. 5 Tiyu Road

Nancheng District

Dongguan City, the PRC

Dongguan Rural Commercial Bank Co., Ltd.,
Central Branch

No. 2 Hongfu Dong Road

Dongcheng District

Dongguan City, the PRC
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We believe that the sources of the information in this section are appropriate sources for
such information, and have taken reasonable care in extracting and reproducing such
information. We have no reason to believe that such information is false or misleading, or that
any fact has been omitted that would render such information false or misleading. The
information from official government and non-official sources has not been independently
verified by us, the Sole Sponsor, the Joint Global Coordinators, the Joint Bookrunners, the Joint
Lead Managers, any of the Underwriters, any of their respective directors and advisers, or any
other persons or parties involved in the Global Offering, and no representation is given as to
its accuracy. Accordingly, the official government and non-official sources contained herein
may not be accurate and should not be unduly relied upon.

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 an analysis
of the PRC fundamental education market, as well as the private fundamental education market in the
PRC and South China. During the preparation of the Frost & Sullivan Report, Frost & Sullivan
undertook both primary and secondary researches, and obtained knowledge, statistics, information
and industry insights on the industry trends of the PRC fundamental education market, and the private
fundamental education market in the PRC and South China. Primary research involved discussing the
status of the industry with industry participants and industry experts. Secondary research involved
reviewing annual reports of companies, independent research reports and Frost & Sullivan’s
proprietary database.

The Frost & Sullivan Report includes estimates of student enrolment and market share
information for and the rankings of the top five premium private primary and secondary education
groups in South China in 2015/16 school year. According to Frost & Sullivan, there is no publicly
available official data with respect to student enrolment or market share for premium private primary
and secondary education groups in South China (the markets of which are highly fragmented in
nature), and the student enrolment and market share estimates presented in this prospectus have been
compiled by Frost & Sullivan by conducting detailed primary research which involves discussing the
status of the industry with leading industry participants and industry experts and based on the
information in the database of Frost & Sullivan as at July 2016. Frost & Sullivan is also of the view
that: (i) there are inherent limitations in the methodology used by Frost & Sullivan, including any
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 primary and secondary
education groups and the estimates of their respective student enrolment and market shares contained
in the Frost & Sullivan Report, particularly due to the high fragmented nature of the PRC private
school industry. Consequently, prospective investors are cautioned not to place undue reliance on the
rankings, student enrolment and market share estimates contained in this prospectus. 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’ attention on children’s education, the support from PRC central and local
governments, improved investments on private education in China and the increase of household
income and wealth, are likely to drive the PRC private fundamental education industry.
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On the basis and subject to the aforesaid, our Directors believe that the disclosure of future
projections and industry data in this section is not biased or misleading. We believe that the sources
of information in this section are appropriate sources for the information and we have taken
reasonable care in extracting and reproducing this information. Our Directors have no reason to
believe that such information is false or misleading or that any material fact has been omitted that
would render such information false or misleading. After taking reasonable care and based on Frost
& Sullivan’s views, our Directors confirm that there has been no adverse change in the market
information since the date of the Frost & Sullivan Report up to the Latest Practicable Date which may
qualify, contradict or have an impact on the information in this section.

Frost & Sullivan is an independent global consulting firm, which was founded in 1961 in New
York. It offers industry research and market strategies, and provides growth consulting and corporate
training. It has over 40 offices worldwide with over 2,000 industry consultants, market research
analysts and economists. We are contracted to pay a fee of RMB780,000 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 THE EDUCATION SYSTEM IN CHINA
Overview

The PRC education system in general can be categorised into formal education and informal
education. Formal education in the PRC comprises fundamental education, vocational education and
higher education. Further, fundamental education can be divided into three stages: preschool, primary
and secondary schools. The following diagram illustrates the composition of the PRC formal
education system:

Illustration of China’s education system

Secondary
Vocational
School

Junior
College

Fundamental Education

Under-
graduate
School

Middle
School

Graduate
School

Primary
School

Preschool

School

@®—— Formal Education ——@

r————--—--

________________ —ZIIIIIZIZoooIIIa
Zosolyears 6-15 1d 15-18 1d 18 1d and ab
old -1 years o -15 years o years old and above
*Note: (1) Within formal education system, the illustration only covers regular formal education, while adult education, which belongs to

formal education according to Ministry of Education’s classification, is not specifically covered.

(2) Secondary schools in the Frost & Sullivan Report include junior secondary school (middle school) and senior secondary school
(high school) and exclude secondary vocational school which are categorized as part of vocational education rather than
fundamental education.

Source: Frost & Sullivan Report
Annual expenditure on education in China

Education is widely recognised as a prioritised and indispensable expenditure for the Chinese
community. According to the Frost & Sullivan Report, because of the increasing wealth of Chinese
household and general consciousness in children’s education, the per capita annual education
expenditure of urban households increased from approximately RMB820 in 2012 to RMB1,008 in
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2015, representing a CAGR of approximately 7.1%, and this increasing trend is expected to continue
from 2015 to 2020. The following diagram sets forth per capita annual education expenditure of urban
households in the PRC from 2012 to 2015, as well as a forecast of such figures from 2016 to 2020:

Per capita annual education expenditure of urban
households (China), 2012-2020E
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Note: For all years indicated with “E” in this section, the relevant figures for such years are estimated figures according
to the Frost & Sullivan Report.

Source: Frost & Sullivan Report
Student enrolment of the overall fundamental education industry in China

From 2015 to 2020, the number of primary school students in China is expected to increase, as
the growing population of pre-school students ages and enters primary school. However, the number
of middle school and high school students is expected to slightly decrease from 2015 to 2020,
resulting from the decreasing school-age population. The following diagram sets forth the number of
students enrolled in primary and secondary education in China from 2012 to 2015, as well as a
forecast of such figures from 2016 to 2020:

Total number of student enrolments of primary and
secondary education (China), 2012-2020E

Unit: Million persons

169.3 162.4 162.4 163.7 164.8 166.0 167.8 169.8 171.8
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High schools
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Source: Frost & Sullivan Report
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Development trends of the education industry in China

The development of the overall education industry in China is driven primarily by the following
factors:

. Income growth for middle class in China is expected to drive up education spending:
According to Frost & Sullivan Report, the per capita disposable income of Chinese urban
households has increased rapidly from RMB24,565 in 2012 to RMB31,195 in 2015, and
is forecasted to increase to approximately RMB44,290 in 2020. The rise of middle class
families in China is expected to drive the spending on premium education, as such families
are relatively well educated and they consider that good education background could
benefit their children in the long run.

. Encouragement for private investment in the education sector: Currently, the majority of
the education institutions in China is funded and operated by government authorities and
education resources are not necessarily able to be distributed equally. The central
government tends to increasingly welcome private investment in the education industry to
improve efficiency, hence private-owned education group with large scale will likely be
benefited.

. Demand for well-rounded education with premium quality: Many believe the existing
education in China may have over emphasised examination scores, while other aspects of
students such as social skills, psychological and physical health may have often been
neglected. There is an increasing preference from parents to seek for high quality academic
programs from private schools that can offer a more comprehensive education programme
that aim to educate students with all rounded ability.

OVERVIEW OF THE PRIVATE FUNDAMENTAL EDUCATION INDUSTRY IN CHINA
Market size and trends of the private fundamental education industry in China

Private education was first allowed in China by law in early 1980s to bridge the shortage of
public resources. Private education has experienced rapid growth and become an important segment
in the PRC education system.

According to the Frost & Sullivan Report, total revenue generated by the PRC private
fundamental education industry increased from RMB124.1 billion in 2012 to RMB184.2 billion in
2015, and is expected to increase to RMB325.5 billion in 2020, representing a CAGR of
approximately 14.1% and 12.1% respectively. This rapid growth was primarily driven by the parents’
and students’ rising preference for private schools, which resulted in the increased student enrolment
in private schools, as well as increased tuition fees charged by private schools. The following chart
sets forth the total revenue generated from the PRC private fundamental education industry from
2012 to 2015, and the forecast revenue from 2016 to 2020:

Total revenue of private fundamental education (China), 2012-2020E

|:| Total revenue of private fundamental education

it: Billion RMB
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Source: Frost & Sullivan Report
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Student enrolment in the private primary and secondary schools in China

According to the Frost & Sullivan Report, there were an increasing number of students shifting
from public schools to private schools from 2012 to 2015.

The following chart sets forth the total number of student enrolled in private primary and

secondary education in the PRC from 2012 to 2015, and the forecast number of student enrolment
from 2016 to 2020:

Total number of student enrolment of private primary and secondary
education (China), 2012-2020E

Unit: Million persons 18.5 Total
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Source: Frost & Sullivan Report

The penetration of private schools in the overall fundamental education system has increased
over the past five years and this trend is likely to continue in the future. It is expected that the
penetration rate of private primary schools, private middle schools and private high schools will
increase from 7.4%, 11.7% and 10.8% in 2015, respectively, to 8.9%, 13.8% and 12.8% in 2020,
respectively according to the Frost & Sullivan Report. This suggests that private education is

increasingly more popular in China and is considered as a higher quality choice for the middle class
population.

The following diagram sets forth the penetration rate of private schools in primary, middle and
high school education in the PRC in terms of student enrolment from 2012 to 2015, and a forecast
of penetration rates from 2016 to 2020:

Private schools penetration in primary and secondary education
by number of student enrolments (China), 2012-2020E
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Comparison between private and public fundamental education in China

According to the Frost & Sullivan Report, as compared to public schools, private schools have
the following advantages:

. Flexibility in enrolment plan: Private schools generally have more flexible enrolment
plan and less limitations regarding students’ background, whereas public schools usually
have specific requirements, such as students’ registered permanent residence.

. Curriculum diversification: Many public schools are reluctant to make adjustments and
the diversification in public schools’ curriculums is limited due to the requirements of
governmental departments. In contrast, private schools tend to have more diverse and
broader curriculum offerings and a greater degree of flexibility in terms of the level of
tuition they charge.

. Motivation for improvements: Private schools react more actively towards market needs
and demand compared to public schools which are mainly driven by the government
guidance. As a result, private schools are more motivated to continuously making
improvements allowing them to attract high quality students and charge higher tuition fees.

. Operation flexibility: Private schools in China generally have higher level of operation
independence. With greater motivation to react to market dynamics and improve, private
schools also possess greater flexibility in operation that enables them to do so. They have
their own employment system and stimulus measures, which broaden the source of
teachers and encourage them to improve teaching quality.

. Tuition fee: Tuition and miscellaneous fees are generally higher in private schools than
public schools. According to the Frost & Sullivan Report, annual average tuition and
miscellaneous fees in private high schools, middle schools and primary schools are
estimated to be RMB7,719, RMB3,289 and RMB2,567, respectively in 2015. In China,
primary schools and middle schools are compulsory education, and public schools do not
charge tuition fee for compulsory education, while only a limited amount of miscellaneous
fees will be collected.

Emergence of premium private education

Private schools providing fundamental education in China can be generally classified into three
categories: (i) premium private international schools providing international curriculum; (ii) premium
private schools providing the PRC curriculum; and (iii) non-premium/mass market private schools
providing the PRC curriculum. The type of private education that Chinese parents are willing to pay
more is premium private schools, which offer higher quality education, more advanced educational
facilities and a more satisfying environment to students through charging higher tuition fees than
non-premium/mass market private schools. Premium private schools generally pay more attention to
develop all-rounded education curriculum for students and help students to gain better access to top
universities. Non-premium/mass market private schools are more commonly found in industrial area
that employs large number of labours who comes from many other provinces whose children are
difficult to enter into public school system. These schools aim to serve students in large class size
at low and affordable tuition costs for workers with relatively lower income. According to the Frost
& Sullivan Report, premium private schools in China are defined to include private schools whose
annual tuition fee is higher than the average per student public fiscal budget on education of the
province they operate in. Please refer to “Competitive landscape of premium private primary and
secondary education market in South China” below for further details.
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Premium private primary and secondary education in the PRC is expected to grow at a higher
CAGR than the overall private primary and secondary education in terms of student enrolments
during the forecast period from 2016 to 2020, driven by the increasing income of Chinese households
and their increasing expectation for quality of education. In contrast, non-premium private primary
and secondary education is expected to grow at a slower rate than the overall private education
market in China, according to the Frost & Sullivan Report.

Drivers of private fundamental education in China

The development of private primary and secondary education in China is driven primarily by the
following factors:

. Increase of income level and higher attention on children’s education of Chinese
households: Children’s education is generally the priority for most parents. There is also
an increasing number of Chinese parents who would like their children to receive
differentiated and well-rounded education which are usually provided by premium private
schools. With the increase of disposable income of urban households in China, tuition fees
charged by premium private schools has become more affordable and we expect that it will
support the growth of the industry.

o Government support: Since the 1980s, the PRC government, both at the central and local
level, has launched a series of policies to encourage the development of private education
institutions. For example, PRC government expenditure on private education has increased
at a CAGR of 14.8% from 2012 to 2015. The PRC government also encourages private
investment to invest in the education sector. For example, the Decision on Amending the
Law for Promoting Private Education of the PRC, which will become effective on 1
September 2017, provides additional supportive measures to private schools. Additionally,
the 12th Five-Year Plan for National Economic and Social Development issued by the
National People’s Congress in 2011 encouraged private capital to run education and
ensured that private schools enjoy equal legal status as public ones. In some regions, local
government has taken many favourable policies to attract well-branded private schools to
establish local branch such as free land or financial support for campus building.

. Increase in private investment: With the continuous development of the PRC education
sector and the support from the PRC government, the sector has attracted increasing
attention from private investors and significant investments have been made by them in the
form of private investment, initial public offering, etc. We expect that this trend will
continue and become an important funding channel for the industry.

Teaching costs for the private fundamental school industry

Teaching cost of private fundamental schools is determined by multiple factors, such as average
salary for teachers, student-teacher ratio and the ratio of the number of teaching staff to the overall
number of staff. The average annual salary of teachers in the PRC primary and secondary education
market (including both public and private schools) increased from approximately RMB45,100 in
2012 to approximately RMB56,500 in 2015. The average annual wages of teachers vary in different
regions, depending on the development status of regional economy as well as the local living
standards and purchasing powers. In general, teachers working in premium private schools earn a
higher compensation than the national average.
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OVERVIEW OF THE PRIVATE FUNDAMENTAL EDUCATION INDUSTRY IN
SOUTH CHINA

South China, which includes Guangdong, Guangxi and Hainan provinces, is an important
economic region zone in China accounting for 12% of China’s total population and 14% of the
national GDP in 2015, according to the Frost & Sullivan Report. It is also the area where the majority
of our schools located.

Market size in the private fundamental education industry in South China

According to the Frost & Sullivan Report, total revenue generated by the private fundamental
education industry in South China was RMB33.3 billion in 2015, compared to RMB22.7 billion in
2012, representing a CAGR of approximately 13.7%. The total revenue of private fundamental
education in South China is expected to reach RMBS57.0 billion in 2020, representing a CAGR of
approximately 11.3% from 2015 to 2020. In 2015, the total revenue of private fundamental education
in South China accounted for 18% of that in China. The following chart sets forth the total revenue
generated by the private fundamental education industry in South China from 2012 to 2015, and the
forecast of revenue from 2016 to 2020:

Total revenue of private fundamental education (South China), 2012-2020E

Unit: Billion RMB

CAGR: 11.3% 57.0
50.9
455
412
CAGR: 13.7% 37.2

30,5 333
26.5
22.7

2012 2013 2014 2015 2016E 2017E 2018E 2019E 2020E

Source: Frost & Sullivan Report

In South China, Guangdong province has the highest penetration rate of private fundamental
education. In 2015, the penetration rate for Guangdong province reached 28.7%, while the rate for
Hainan province and Guangxi province are 24.2% and 16.9% respectively.

The average annual tuition and miscellaneous fee in 2015 for private schools in South China is
RMB7,698, RMB3,138 and RMB2,538 for high school students, middle school students and primary
school students, respectively, which is slightly lower than the national average for private education.
A considerable amount of private schools in Guangdong provides non-premium/mass market
education, which leads to the lower average tuition fee in South China.
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Market size and trends of the private fundamental education industry in Guangdong

According to the Frost & Sullivan Report, total revenue generated by the private fundamental
education industry in Guangdong province increased from RMB19.2 billion in 2012 to RMB27.7
billion in 2015, and is expected to increase to RMB46.8 billion in 2020, representing a CAGR of
approximately 13.1% and 11.0% respectively. The following chart sets forth the total revenue
generated from the private fundamental education industry in Guangdong province from 2012 to
2015, and the forecast revenue from 2016 to 2020:

Total revenue of private fundamental education (Guangdong), 2012-2020E

Unit: Billion RMB
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Source: Frost & Sullivan Report
Student enrolment in the private primary and secondary schools in South China

South China is a region where private primary and secondary education is highly developed and
recognised. In 2015, while the total population in South China accounts for only 12% of China’s total
population, the total number of students enrolled in private primary and secondary schools in South
China accounts for 22% of that in overall China. According to the Frost & Sullivan Report, in the
Guangdong province, where the majority of our schools are located, the total number of students
enrolled in primary and secondary schools was 14.3 million, among which 2.7 million enrolled in
private schools. The students enrolled in premium private primary and secondary schools in
Guangdong province amounted to 0.7 million in 2015, accounting for 26.7% of the total private
primary and secondary school students.

According to the Frost & Sullivan Report, the total number of students enrolled in private
primary and secondary schools in South China increased from 2.8 million in 2012 to 3.2 million in
2015, representing a CAGR of approximately 5.0%, and is expected to increase from 3.2 million in
2015 to 4.0 million in 2020, representing a CAGR of approximately 4.4%.
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Such increase in student enrolment is primarily attributable to (i) the PRC central government’s
guidelines, local government supportive policies and efforts from relevant departments relating to
areas such as taxation, land, capital or employment to drive the development of private education, (ii)
population inflow to South China, and (iii) funds from various social sectors to the private education
industry. The following diagram sets forth the number of students enrolled in private primary and
secondary education in South China from 2012 to 2015, as well as a forecast of student enrolment
expected from 2016 to 2020:

Total number of student enrolment of private primary and secondary education
(South China), 2012-2020E

Unit: Million persons 4.0 Total
High schools

Middle schools

Primary schools

2012 2013 2014 2015 2016E 2017E 2018E 2019E 2020E

Source: Frost & Sullivan Report
Tuition fees of the premium private fundamental education industry in Guangdong province

Tuition fees in private fundamental schools are generally higher than those in public
fundamental schools, as their operations are funded primarily by tuition fees. Additionally, premium
private schools usually charge an even higher fee. According to the Frost & Sullivan Report, the
average annual tuition fee of premium private education in Guangdong province is within the range
of RMB20,000-25,000, RMB16,000-20,000 and RMB14,000-18,000 in 2015 for high school, middle
school and primary school, respectively.
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OVERVIEW OF THE PRIVATE FUNDAMENTAL EDUCATION INDUSTRY IN SHANDONG,
SICHUAN AND LIAONING

In addition to South China, where the majority of our schools are located, we also operate in
Liaoning province and plan to enter into Shandong and Sichuan provinces.

According to the Frost & Sullivan Report, the total number of students enrolled in primary and
secondary schools in Shandong, Sichuan and Liaoning province slightly decreased from 11.2 million,
10.2 million and 4.0 million in 2012 to 11.5 million, 9.4 million and 3.6 million in 2015, respectively.
The slight decrease is mainly due to the decrease in school-age population. The following diagram
sets forth the number of students enrolled in primary and secondary education in Shandong, Sichuan
and Liaoning provinces from 2012 to 2015, as well as a forecast of student enrolment expected from
2016 to 2020:

Total number of student enrolments of primary and secondary education
(Shandong, Sichuan and Liaoning), 2012-2020E

Unit: Million persons
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Despite a downward trend in the student enrolment of the overall primary and secondary
education, according to the Frost & Sullivan Report, the number of students enrolled in private
primary and secondary education in Shandong, Sichuan and Liaoning provinces increased from
636,000, 534,000 and 171,000 in 2012 to 796,000, 590,000 and 181,000 in 2015, respectively. It is
expected that the student enrolment will continue to increase from 2015 to 2020 at a CAGR of 4.2%,
4.7% and 4.1% in Shandong, Sichuan and Liaoning provinces, respectively. In 2015, the students
enrolled in private education accounted for approximately 6.9%, 6.3% and 5.0% of the overall student
enrolments in Shandong, Sichuan and Liaoning provinces. The following diagram sets forth the
number of students enrolled in private primary and secondary education in Shandong, Sichuan and
Liaoning provinces from 2012 to 2015, as well as a forecast of such figures from 2016 to 2020:

Total number of student enrollments of private primary and secondary education
(Shandong, Sichuan and Liaoning), 2012-2020E

Unit: Thousand persons
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Due to the difference of economic development in each province, the average per student public
fiscal budget on education is different and therefore the threshold for premium private school varies
in each province. In 2015, according to the Frost & Sullivan Report, students enrolled in premium
private primary and secondary education amounted to approximately 0.2 million, 0.2 million, and 0.1
million, accounting for 31.0%, 41.1% and 43.8% of the overall student enrolments in private primary
and secondary education in Shandong, Sichuan and Liaoning provinces respectively.

COMPETITIVE LANDSCAPE OF PREMIUM PRIVATE PRIMARY AND SECONDARY
EDUCATION MARKET IN SOUTH CHINA

According to the Frost & Sullivan Report, the private primary and secondary education industry
is highly fragmented on a nationwide basis and none of the players have a sizable market share.
Private fundamental education operators commonly focus on regional markets in China for their
operation and development, given that China’s private primary and secondary education market is
relatively local-based in terms of regulative environment, competition and resources.

Premium private school vs non-premium/mass market private school

Private schools are divided into premium private schools and non-premium/mass market private
schools. Premium private schools target middle class students who are unsatisfied with public
education while non-premium/mass market private schools mainly target students who cannot get
enrolled in the public schools due to limited public education resources and local limitation policies.
Given that premium private schools differ from non-premium/mass market private schools in terms
of target market, service offering and business model, it is more precise and appropriate to consider
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only premium private schools when analysing the competitive landscape of the market our Group
operates in. According to the Frost & Sullivan Report, premium private schools in China are defined
to include private schools whose annual tuition fee is higher than the average per student public fiscal
budget on education of the province where it operates in. Due to the difference of economic
development in each province, the average per student public fiscal budget on education is different
and therefore the threshold for premium private school varies in each province. The following chart
sets forth the average tuition and miscellaneous fees of private schools and the threshold for premium
private schools in Guangdong province (the region that the majority of our schools are located) in
2015:

Annual tuition and miscellaneous fees for private schools
(Guangdong Province), 2015

Unit: RMB
9.264 8,980
7739 8,337
2,537 3,159
Primary Middle High
School School School
- Threshold for premium Average for all private schools

private schools

Positioning of our Group in South China

The premium private primary and secondary education in South China is a large and highly
fragmented market. According to the Frost & Sullivan Report, in 2015/16 school year, the number of
students enrolled in premium private primary and secondary schools account for approximately 29%
and 27% of the total number of students in private primary and secondary schools in South China and
Guangdong province, respectively. In terms of market share by number of students, the market is
highly fragmented with the top five players accounting for only approximately 9.1% market share.
In 2015/16 school year, our Group was the largest provider of premium private primary and
secondary education in South China, in terms of student enrolment, with a market share of
approximately 2.8%. The other sizable players identified by the Frost & Sullivan Report, Company
A, Company B, Company C and Company D, have a market share of approximately 2.2%, 1.5%,
1.3% and 1.3% respectively.

Leading premium private primary and secondary school operators in South China

Market share in terms

Company of student enrolment
Our Group 2.8%
Company A 2.2%
Company B 1.5%
Company C 1.3%
Company D 1.3%

Source: Frost & Sullivan Report
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COMPETITIVE LANDSCAPE OF PRIVATE PRIMARY AND SECONDARY EDUCATION
MARKET IN SHANDONG, SICHUAN AND LIAONING

The private primary and secondary education market is fragmented in Shandong, Sichuan and
Liaoning provinces, with approximately 640, 500 and 160 private primary and secondary schools in
2015, respectively, according to the Frost & Sullivan Report.

Given that we recently entered Liaoning province, and expect to enter the private fundamental
education market in Shandong and Sichuan in the near future, the Group did not have a significant
market position in these three provinces as at the Latest Practicable Date.

ENTRY BARRIERS FOR PRIVATE PRIMARY AND SECONDARY EDUCATION
INDUSTRIES IN CHINA

The PRC private primary and secondary education industry have fairly high entry barriers, in
particular, the primary and middle school education which is closely regulated by the MOE. Specific
entry barriers are set forth below:

. Regulatory approvals: School operators in China are required to obtain and maintain a series
of approvals, licenses and permits by the relevant PRC governmental authorities, and comply
with specific registration and filing requirements in order to provide education services. The
establishment of a school in China is also subject to the approval of relevant government
authorities under the Education Law of the PRC (¥ ARIFBEZFIL), and the
establishment of a private school in China is subject to further approvals stipulated under the
Law for Promoting Private Education and the Implementation Rules for the Law of Promoting
Private Education of the PRC ("H#EA RILANE RIFAF(EEILE W), The process to
obtain such approvals is lengthy and complex, thereby forming a natural barrier for the industry,
especially for the new school operators;

. 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 long operating history and well-established reputation are more
attractive to parents and students than new schools. Establishing brand awareness and reputation
takes time and experience, which make it difficult for new entrants to attract and enroll students
in the early years of operation;

. Capital requirements: The establishment of a school in China requires large initial capital
investment for the acquisition of the land use right and the construction of 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, this
sets up a high capital barriers for new entrants;

. Availability of land: The availability of land and relevant facilities remain 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. Sufficient area of land and adequate school facilities are the
basic requirements to operate schools and have direct impact on the class size and quality of
education school that operators can offer. Based on the foregoing, considerable time and
resources are required for school operators to establish new schools in a new location; and

. Availability of qualified teaching staff: The quality of education depends on the quality of the
teaching staff. Due to the general demand for smaller class size and shortage of qualified
teaching staff, 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, which
make it more difficult for new market entrants to attract such teachers at development stage.
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FOREIGN INVESTMENT IN EDUCATION IN THE PRC
Foreign Investment Industries Guidance Catalog (2015)

Pursuant to the Foreign Investment Industries Guidance Catalog (Amended in 2015) ( CINHER
EEEREHB) (2015 FEF])), the “Foreign Investment Catalog”) which was amended and
promulgated by the NDRC and the MOFCOM on 10 March 2015 and became effective on 10 April
2015, preschool education, high school education and higher education are restricted industries for
foreign investors, and foreign investments are only allowed to invest in preschool 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 Catalog, foreign investors are prohibited from investing in
compulsory education, namely primary school and middle school.

Sino-foreign cooperation in operating schools is specifically governed by the Regulation on
Operating Sino-foreign Schools of the PRC ( ¥ A\ RILFNE 1 /b G AEHFERMR ) ), which was
promulgated by State Council on 1 March 2003 and became effective on 1 September 2003 and
amended on 18 July 2013, and the Implementing Rules for the Regulations on Operating Sino-foreign
Schools ( (H#E N RILANE 405 VE BB E i HHE) | 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 cooperatively by foreign educational
institutions and Chinese educational institutions, the students of which are to be recruited primarily
among PRC citizens and encourage substantial cooperation between overseas educational
organizations with relevant qualifications and experience in providing high-quality education, and
PRC educational organizations 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 organization must be a foreign educational institution with relevant
qualification and high-quality education ability. Our PRC Legal Adviser have 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 cooperation school
and cooperation program shall be approved by 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 program 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, MOE issued the Implementation Opinions of the MOE on Encouraging and
Guiding the Entry of Private Capital in the Fields of Education and Promoting the Healthy
Development of Private Education ( B SBhAN 5| 28 [ [ & 4 A ZCE I HE R IEACE (et
JER)EME L) ) to encourage private investment and foreign investment in the field of education.
According to these opinions, the proportion of foreign capital in a sino-foreign education institute
shall be less than 50%.
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On 19 January 2015, MOFCOM published the Draft Foreign Investment Law. At the same time,
MOFCOM published an accompanying explanatory note of the Draft Foreign Investment Law (the
“Explanatory Note”), which 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 (the
“FIEs”), primarily through contractual arrangements. The Draft Foreign Investment Law and the
Explanatory Note have not been finalised and have not come into effect as of the Latest Practicable
Date. 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, the
Sino-Foreign Cooperative Joint Venture Enterprise Law and the Wholly Foreign-Invested Enterprise
Law, 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, 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 national applicable 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). On 2 March 2016, NDRC and
MOFCOM promulgated Market Access Negative List (Pilot)( {TiE#EA A il BEHEGUERR)) ),
which is applicable in Tianjin, Shanghai, Fujian, and Guangdong, under which the restrictions and/or
prohibitions on foreign investment of primary school, middle school, high school still exist. 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.

Pursuant to the Draft Foreign Investment Law, as far as new variable interests entity (the “VIE”)
structures are concerned, if the 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 Foreign Investment Law stipulates restriction of foreign investment in certain
industry sectors. The negative list set out in the Draft Foreign Investment Law 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 accompanying explanatory notes of the Draft Foreign Investment Law
(the “Explanatory Notes”) do not provide a clear direction in dealing with VIE structures existing
before the Draft Foreign Investment Law 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:
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(a) 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) to apply to the competent authority for certification of its actual control vested with
Chinese investors and upon verification by the competent authority, the VIE structures
may be retained for its operation; and

(c) 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 Foreign Investment Law introduces the concepts of “control” and ‘“actual control.”
Under Article 18 of the Draft Foreign Investment Law, the term “control” means a status whereby any
of the following conditions is met in respect of an enterprise:

(i) holding directly or indirectly 50% or more of the equity interest, assets, voting rights or
similar equity interest of the subject entity;

(i) 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

(iii) 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 Foreign Investment Law 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 Foreign
Investment Law 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
Foreign Investment Law 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 Foreign Investment Law, 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 RMB100,000 but not more than RMB1.0 million or of not more than
10% of illegal investments.
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Where foreign investors make investments in the sectors specified in the Catalogue of
Restrictions without authorization, 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 RMB 100,000 but not more than RMB1.0 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 Foreign Investment Law, 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 Foreign Investment Law, 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.

REGULATIONS ON PRIVATE EDUCATION IN THE PRC
Education Law of the PRC

On 18 March 1995, the National People’s Congress of the PRC ({1 % A\ [ AN 42 A R
K€r) enacted the Education Law of the PRC ( {3 ANRILFAEHZEF L) |, the “Education Law”),
which was amended on 27 August 2009 and further amended on 27 December 2015. The Education
Law sets forth provisions relating to the fundamental education systems of the PRC, including a
school education system comprising preschool 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
institutions of education. Furthermore, it provides that in principle, enterprises, social organizations
and individuals are encouraged to establish and operate schools and other types of educational
institution in accordance with PRC laws and regulations. The Education Law also stipulates that some
basic conditions shall be fulfilled for the establishment of a school or any other institution of
education, and the establishment, modification or termination of a school or any other institution of
education 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 came into effect on 1 June 2016. The
amended Education Law does not include the requirement that no organization or individual may
establish or operate a school or any other educational institution for profit-making purposes, but
schools and other educational institutions sponsored by all or part of government financial funds and
donated assets are forbidden to be established as for-profit organizations.
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The Law for Promoting Private Education and the Implementation Rules for the Law for
Promoting Private Education

The Law for Promoting Private Education ( {RIFZEMEHETL) ) became effective on 1
September 2003 and was amended on 29 June 2013 and further amended on 7 November 2016, which
shall come into effect on 1 September 2017, and the Implementation Rules for the Law for Promoting
Private Education of the PRC ( {H#E A R ILANE R HFAE ML L HIEMB]) ) became effective on 1
April 2004. Under these regulations, “private schools” are defined as schools established by social
organizations or individuals using non-government funds. The establishment of a private school shall
meet the local need for educational development and the requirements provided for by the Education
Law and relevant laws and regulations, and 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, preschool 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 labor and social welfare at or above the county level. A duly approved private school will
be granted a Permit for operating a Private School (FHFERHHEEFF W), and shall be registered
with the registration authority, i.e. the Ministry of Civil Affairs of the PRC (H'#& A\ [ REGAT,
the “MCA”). As at the Latest Practicable Date, each of our schools had 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 the 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 text books selected by the private primary schools and middle schools for teaching
state fundamental classes should be approved in accordance with related 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 for the post as provided for in the Teachers Law of the PRC ( (% AR 1t
FE%kfifiiL) ) and 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 provides a diploma or certificate 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 standardized
tests in the subject as they teach.

The Decision on Amending the Law for Promoting Private Education of the PRC

On 7 November 2016, the Decision on Amending the Law for Promoting Private Education of
the PRC ( (BN E <3 N RILFNE R E I HEE ST E) ) was approved by the Standing
Committee of the National People’s Congress (the “Decision”), which will become effective on 1
September 2017. The Decision has made certain amendments to the Law for Promoting Private
Education of the PRC, including, among other things:

Not-for-profit and for-profit schools

According to the Decision, school sponsors of private schools can choose to establish schools
as not-for-profit or for-profit entities, with the exception of schools providing compulsory education,
which can only be established as not-for-profit entities. According to the Decision, private high
schools can be established as for-profit schools and school sponsors of for-profit private schools can
obtain operating profits.
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Set out below is a summary of certain comparison between for-profit schools and non-for-profit
schools pursuant to the Decision:

For-profit schools

Not-for-profit schools

Applicability All private schools (except for All private schools may choose to
schools providing compulsory become not-for-profit schools
education) may choose to
become for-profit schools

Profits School sponsors can obtain School  sponsors cannot  obtain
operating profits operating profits

Fee Determined based on costs and Determined based on costs and market

Taxation, supply

market demand, and subject to
the school’s discretion

Preferential tax and supply of

demand, and regulated by relevant local
governmental authorities

Preferential tax and supply of land

of land and land treatments according to treatments according to applicable laws
other applicable laws (in addition, not-for-profit schools
supportive enjoy the same preferential tax and
measures supply of land treatments as public
schools, which are currently eligible to
enjoy EIT exemption)
Enjoy more supportive measures, such
as government subsidies, fund awards
and incentive donations, than for-profit
schools
Liquidation School sponsors can obtain the The schools’ remaining assets shall be

school’s remaining assets after
the settlement of the schools’
indebtedness

used for the operation of other not-for-
profit schools. For schools established
before the promulgation of the
Decision, prior to the remaining assets
being used as such, school sponsors
may apply for compensation or awards
from the school’s remaining assets after
the settlement of the school’s
indebtedness.

The Decision does not specify that existing schools have to notify any authority of their status

as not-for-profit entities or for-profit entities within a time limit upon the Decision becomes effective.
The Decision is silent on the specific measures on how existing schools can change their status to
for-profit schools, which, according to the Decision, shall be regulated by the corresponding laws and
regulations promulgated by local government authorities. It is also unclear how existing schools that
choose to become for-profit schools will be required to pay taxes during the transition process.

Operating profits and reasonable returns

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

The Decision removed the government approval requirement for the fees charged by private
schools. According to the Decision, the types and amounts of fees charged by private schools shall
be determined based on costs and market demand. The fees charged by for-profit schools will be
determined by the schools at their discretion, while the fees charged by not-for-profit schools shall
be regulated by the relevant local government authorities.

Supportive measures

The Decision provided additional supportive measures for private schools. According to the
Decision, not-for-profit schools will enjoy more supportive measures than for-profit schools, such as
government subsidies, fund awards and incentive donations. While all private schools will enjoy
preferential tax treatment in accordance with applicable laws, not-for-profit private schools will
enjoy the same preferential tax treatments as public schools. It is unclear how existing schools that
choose to become for-profit schools will be required to pay additional taxes during the transition
process. As the relevant PRC tax laws have not been amended to distinguish between not-for-profit
and for-profit schools, there is currently no certainty as to whether the tax treatments will change
after the Decision becomes effective. According to the Decision, not-for-profit private schools enjoy
the same treatment as public schools with respect to the supply of land, which will be supplied by
the government through allocation or other means, while land will be supplied to for-profit schools
in accordance with applicable laws.

Liquidation

The Decision clarifies the treatment of remaining assets upon liquidation of private schools.
According to the Decision, upon liquidation of private schools, school sponsors of for-profit schools
can obtain the schools’ remaining assets after the settlement of the schools’ indebtedness, while
school sponsors of not-for-profit schools, which are established before the promulgation of the
Decision, can apply for compensation or awards from the schools’ remaining assets after the
settlement of the schools’ indebtedness and the rest of the schools’ remaining assets shall be used for
the operations of other not-for-profit schools. Pursuant to the Decision, whether the school sponsor
has obtained reasonable returns from a school will be a factor of determining the amount of awards
or compensation to the school sponsor upon the liquidation of the not-for-profit school. Since the
Decision is silent on how or by whom the rest of the remaining assets of liquidated not-for-profit
schools shall be dominated and disposed of, according to our PRC Legal Adviser, it is not a violation
of the Decision if school sponsors of such liquidated not-for-profit schools use the rest of the
remaining assets for the operations of other not-for-profit schools.

School Sponsor’s Reasonable Returns

According to PRC laws and regulations, entities and individuals who establish private schools
are commonly referred to as “school sponsors” rather than “owners” or “shareholders.” The economic
substance of “school 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, school 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. According to the Decision, the
article that “school sponsors of a private school may choose to require reasonable returns” has been
deleted. Private schools are either for-profit or not-for-profit schools and the Decision no longer
makes a distinction between schools the school sponsors of which require reasonable returns and
schools the school sponsors of which do not require reasonable returns. Accordingly, school sponsors
of private schools shall not require “reasonable returns” from the schools after the Decision becomes
effective on 1 September 2017. Instead, school sponsors of for-profit schools may obtain operating
profits, while schools sponsors of not-for-profit schools cannot obtain operating profits.
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The election to establish a private school the school sponsors of which require 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 form of the decision-making body, taking into
consideration the following factors: (i) items and criteria for the school’s fees, (ii) 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 what constitutes
a “reasonable return”. In addition, no 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 such
school’s status as a school the school sponsor of which requires reasonable returns or a school the
school sponsor of which does not require reasonable returns. All of our schools elected to be a school
whose school sponsor requires reasonable return.

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 the school sponsor of which 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 the school sponsor of which 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 the school sponsor of which 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 the school sponsor of which 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. According
to the Decision, which will become effective on 1 September 2017, not-for-profit private schools
enjoy the same preferential tax treatments as public schools, while for-profit schools enjoy the
preferential tax treatments provided by the applicable laws. As the relevant PRC tax laws have not
been amended to distinguish between not-for-profit and for-profit schools, there currently is no
certainty as to whether the preferential tax treatments will change after the Decision becomes
effective.

A school 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 school 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 school sponsor is individual) and controlling the composition
of the school’s decision-making body. Specifically, the school sponsor has control over the private
school’s constitutional documents and has the right to elect and replace 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.

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 ( {RIFHE WA EHE 17H1E) ), which was promulgated by the NDRC, the MOE and the
Ministry of Labor and Social Security (currently known as the Ministry of Human Resources and
Social Security (H#E A RALAIE A ) IR A4 & PR EES) on 2 March 2005, and the Implementation
Rules for the Law for Promoting Private Education, the types and amounts of fees charged by a
private school providing academic qualifications education shall be examined and verified by
education authorities or the labor and social welfare authorities and approved by the governmental
pricing authority, and the school shall obtain the Fee Charge Permit. 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
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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
relevant PRC laws.

According to the Decision, the governmental approval requirement for the fees charged by
private schools will be removed, and the types and amounts of fees charged by private schools shall
be determined based on costs and market demand after the Decision becomes effective on 1
September 2017. The fees charged by for-profit schools will be determined by the schools at their
discretion, while the fees charged by not-for-profit schools shall be regulated by the relevant local
government authorities.

According to the Notice regarding Cancellation of the Fee Charge Permit System and
Strengthening the Supervision in process and afterwards ( <B 7B W2 3 o] 26 i B om = v 4%
S WA ), or Circular 36, which was issued jointly by the NDRC and the Ministry of Finance
on January 9, 2015, the fee charge permit system shall be cancelled nationwide from January 1, 2016.

Pursuant to the Notice on Regulations Applicable to Service Charges and Fees Collected-on-
behalf in the Primary and Middle Schools (€ [B7 k5 % = /IVER i 75 i 2 A A i 8 A8 B A B8 1) L1 28
1) ) jointly promulgated by the National Development and Reform Commission and Ministry of
Education on 23 July 2010, service charges in the primary and middle schools refer to the fees
charged by the school for the services provided by the school and selected by the students or their
parents on a voluntary basis after completion of normal teaching. “Fees collected-on-behalf” in the
primary and middle schools refer to the fees collected, on a voluntary basis of students or their
parents, by the school on behalf of third parties who provide services for the purpose of convenience
of students’ learning and living in school. Services charges and fees collected-on-behalf should be
publicly disclosed and paid on a voluntary and non-profit basis.

According to the Decision, which will come into effect on 1 September, 2017, the fees charged
by for-profit schools shall be determined by the schools at their discretion, while the fees charged by
not-for-profit schools shall be regulated by the relevant local government authorities.

Regulations on Safety and Health Protection of Schools

Pursuant to the Food Safety Law of the PRC ( (H#E A RILAIE & 5 %47%) ), which was
amended on 24 April 2015 and became effective on 1 October 2015, collective canteens of schools
shall obtain the license in accordance with the laws and strictly abide by the laws, regulations and
food safety standards. With regard to the order of meals from the feeding entity, the order shall be
issued to an enterprise obtaining the food production and trading license and the inspection shall be
conducted on the food ordered as required.

According to Administrative Measures on License of Catering Industry ( (& fRARESFF nl 4 FHF
%) ), which was promulgated on 4 March 2010 and became effective on 1 May 2010, a licensing
system for catering industry is implemented. A catering service provider shall obtain food service
license, and assume the food safety liability in accordance with the law. Pursuant to Administrative
Measures for Food Operation Licensing ( (& /f#&8% 5 & HHEL) ) promulgated on 31 August
2015 and became effective on 1 October 2015, food operation license shall be obtained in accordance
with the law to engage in food selling and catering services within the territory of the PRC. The
principle of one license for one site shall apply to the licensing for food operation, and classified
licensing for food operation according to food operators’ types of operation and the degree of risk of
their operation projects is implemented.

Pursuant to Administrative Measures for the Supervision of Food Safety in Catering Service
( CEMRMRES & &2 BE S ML) ), which was promulgated on 4 March 2010 and became
effective on 1 May 2010, catering service providers shall carry out catering service activities in
accordance to laws, regulations, food safety standards and relevant requirements, be responsible for
society and the general public, ensure food safety, accept social supervision, and take responsibilities
for food safety in catering service.
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In accordance with the Regulation on Hygiene Administration of School Canteens and
Collective Dining of Students ( (EA & 4 BLEL - SR8 A A 4E  HE ) ) and further revised on
13 December 2010, 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 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 ( <EAMN5E & HFERR 1 Az 792 B i A 2 4 TAR Y2
A1) ), which was promulgated on 28 April 2016, the 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 ( (H/NEEZ)) b [/ % 2 #LH#E) ), which was promulgated on 30 June 2006 and became
effective on 1 September 2006, schools should strictly implement Regulation on Hygiene
Administration of School Canteens and Collective Dining of Students ( CERAG A BHLER A A2 4
A EHHIE) ) and Norms on Hygiene of Catering Industry and Delivery Entity of Collective
Dining of Students ( {#RZEFIELA: FE 8 FI 4 Bk SO A BLAE) ), 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 Circular on Further Strengthening Food Safety of School Canteens ( A #E—
T A R S A TAERMA) ) 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 Laws of the PRC on the Protection of Minors ( 713 A RN B R B 4FE AR
#15) ), which was amended on 26 October 2012 and became effective in January 2013, schools 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 ( /NEEZ)) G 42 2 #H#L) ), which was promulgated on 30 June 2006 and
became effective on 1 September 2006, schools shall be responsible for safety management and
safety education, establish and improve internal safety management system and safety emergency
response mechanism, incorporate safety education into teaching content and carry out safety
education among the students.

According to the Regulation on Sanitary Work of Schools ( (E# 4 TAEMAH]) ), which was
promulgated on 4 June 1990 and became effective on 4 June 1990, 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 to develop good health habits, improving
health environment and health conditions for teachers, strengthening prevention and treatment of
infectious disease and common diseases among students.
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Regulations on Compulsory Education

In accordance to the Law for Compulsory Education of the PRC ( {H# N RILFBEFEFH L E
%) ), which was promulgated by the National People’s Congress on 12 April 1986 and was amended
on 29 June 2006 and 24 April 2015, a 9-year system of compulsory education, including 6 years of
primary school and 3 years of middle school, was adopted.

Further, the MOE issued the Reform Guideline on the Curriculum System of Compulsory
Education (Trial) ( (GEEEZ B HFERCEAZGATT) ) ) 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, the 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 the schools may also develop curriculum
that are suitable for their specific needs.

Regulations on the Operation of High Schools

The MOE has promulgated several regulations on the operation of high schools, mainly
concerning 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 Text
books for the Curriculum of High Schools ( (ZCHE FHEA BERR A 8027 48 ey Hhop s fe B B Bobt 28
TAER#EHT) ) promulgated on 26 April 2005 and the Interim Measures for the Management of the
Selection of the Primary and Middle School Textbooks ( {H/NERZRlESE Y ITHHE) )
promulgated and simultaneously came in to effect on 30 September 2014, the text books used by the
primary and middle schools can only be selected from the catalog created by the MOE; And the
provincial educational authority is in charge of textbook selection within its relevant administrative
jurisdiction and has the power to approve the curriculum system applied in its primary and middle
schools.

Further, the MOE issued the Notice on Developing Trial Curriculum System in High Schools
( CHCE FRBA A BA J 4 = P B AR B BS TAERY4E0) ), the Guidance on Strengthening Instruction
on Developing Trial Curriculum System in High Schools ( <%k 5 5B i~ #E— 25 Jii i 31 40 15 7 B sl i
B TAERF5E=Z ) ), the Notice on Propelling 2006 Trial Curriculum System in High Schools
( CECE T BEB A 2006 4F 4 454 = hoB A BB L AERYZ ) ) and the Notice on Propelling
2007 Trial Curriculum System in High Schools ( <ZUE FRHEL BER A 2007 454 4848 = vhop At f B
By TAERYAEAT) ) 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 school, 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 ( (BIZEAZEMNALE EETEITREGEHEMZER) , the “Graduation Exam
System Opinions”) which became effective from 20 August 1990, the graduation exam is a standard
exam uniformly organized by a provincial educational authority to determine the studying results of
a high school graduate, 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 ( B 5 m R 2E g H B E i) |, 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 select its own way to conduct the graduation exam,
including picking the subjects and the scope of such exam.
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The Guidelines for Overseas Study Tour participated by the Primary and Middle School
Students (Trial)

The Ministry of Education has promulgated the Guidelines for Overseas Study Tour participated
by the Primary and Middle School Students (Trial) (' /]NERER A b 35 MR iR A T & B 48 B9 (04 7), the
“Guidelines”) on 14 July 2014. The Guidelines stipulate that overseas study tours participated in by
primary and middle school students (the “Overseas Study Tour”) means, by adapting to the
characteristics of the primary and middle school students and the educational needs, programmes that
organize the primary and middle school students to go overseas to learn foreign languages and attend
other short-term curriculum, perform art shows, compete in contests, visit schools, attend
summer/winter school programmes, or take part in other activities that help the students expand their
horizon 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 1/2 of the
total schedule. The organizer shall choose legitimate and qualified cooperation institutions, and stress
the importance of safe education, and shall appoint a guiding teacher for each group. The organizer
shall apply the rules of cost accounting, notify the students and their supervisors of the composition
of the fees and expenses, and enter into an agreement as required by law. The school and its staff shall
not seek any economic benefit from organizing its own students to attend an Overseas Study Tour.

Outline 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) ( B X H=IAZF ik
HOFEE R A B AN B (2010-20204F)) ) which for the first time announced the policy that the
government will implement a reform to divide private education entities into two categories,
for-profit private education entities and not-for-profit private education entities. On 24 October 2010,
the General Office of the State Council ([2#5 Bt ##/ HE) issued the Notices on the National Education
System Innovation Pilot ( B B & B X2 5 88 i O sU B 948 A1) | “Pilot Notice”) under which,
the PRC government plans to implement a for-profit and not-for-profit classified management system
for private schools. Following the Pilot Notice, amendments were made to the educational laws and
the Law for Promoting Private Education.

On 27 December 2015, Decision of the Standing Committee of the National People’s Congress
on Revising the Education Law (2F ARACFRKGHHZ B GHINE < N R EEE 2>
7)) was promulgated, which became effective on 1 June 2016 (the “Decision on Revising the
Education Law”). The Decision on Revising the Education Law amends the article that “any
organization or individual shall not establish or run a school or any other educational institution on
a for-profit basis” to “a school or any other educational institution sponsored by government financial
appropriations or donations shall not be a for-profit entity.”

On 18 June 2012, the MOE issued the Implementation Opinions on Encouraging and Guiding
the Entry of Private Capital in the Fields of Education and Promoting the Healthy Development of
Private Education ( <P S5 BhH 5 |25 R TH] 48 A Z0R U A A RO (i R TR i B0 2 ) )
to encourage private investment and foreign investment in the field of education. According to these
opinions, the proportion of foreign capital in a sino-foreign education institute shall be less than 50%.

On 7 November 2016, the Decision on Amending the Law for Promoting Private Education of
the PRC ( (BANMMEH <3 N RALAN B RIFA T L EE>TPRE) was approved by the Standing
Committee of the National People’s Congress, which will become effective on 1 September 2017.
Please see “— Regulations on Private Education in the PRC — The Law for Promoting Private
Education and the Implementing Rules for the Law for Promoting Private Education” for details.
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LEGAL REGULATIONS OVER PROPERTY IN THE PRC

Pursuant to the Property Law of the PRC ( (3 NRILABIYHED) | the “Property Law™)
which was promulgated on 16 March 2007 and with effect from 1 October 2007, educational, medical
and health and other public welfare facilities of institutions and social groups with the aim of
benefiting the public such as schools, kindergartens, hospitals are not allowed to be mortgaged. As
advised by our PRC Legal Adviser, educational facilities in our schools cannot be mortgaged.

According to the Property Law, transferable fund units and equity, property right 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 school sponsor’s right is pledgeable, the school sponsor’s right cannot be
pledged under the PRC laws and regulations.

LEGAL REGULATIONS OVER TRADEMARK AND DOMAIN NAME IN THE PRC
Trademark

Pursuant to the Trademark Law of the PRC ( {# 3 N RILAIEpEHEL) |, 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 (BFK LRifTEE A5 PH1ER), 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 ( [
H B4 B FEHEE) ), which was promulgated by Ministry of Industry and Information
Technology of the PRC ("% A R ALANE T2 F1{5 B {L#F) 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 applicant becomes the holder
of the domain name registered by him/it. Furthermore, the holder shall pay operation fees for
registered domain names on schedule. If the domain name holder fails to pay the corresponding fees
as required, the original domain name registrar shall write it off and notify the holder of the domain
name in written form.

LEGAL REGULATIONS OVER LABOR PROTECTION IN THE PRC

According to the Labor Law of the PRC ( (% \ RILFNE 25874 ) | the “Labor Law”), which
was promulgated by the Standing Committee of the National People’s Congress on 5 July 1994, came
into effect 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 labor safety and health system, stringently implementing national protocols and
standards on labor safety and health, conducting labor safety and health education for workers,
guarding against labor accidents and reduce occupational hazards. Labor safety and health facilities
must comply with relevant national standards. An employer must provide employees with the
necessary labor protection equipment that comply with labor safety and health conditions stipulated
under national regulations, as well as provide regular health checks for workers that are engaged in
operations with occupational hazards. Laborers engaged in special operations shall have received
specialized 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.
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The Labor Contract Law ( {Z58)& %) ), which was promulgated by the Standing Committee
of the National People’s Congress on 29 June 2007, came into effect on 1 January 2008, and was
amended on 28 December 2012, and the Implementation Regulations on Labor Contract Law ( (%
B A FEIEEREE]) ), which was promulgated and became effective on 18 September 2008, regulate
employer and employee relations and contain specific provisions involving the terms of the labor
contract. Labor contract must be made in writing. An employer and an employee may enter into a
fixed-term labor contract, an un-fixed term labor contract, or a labor contract that concludes upon the
completion of certain work assignments, after reaching agreement upon due negotiations. An
employer may legally terminate a labor contract and dismiss its employees after reaching agreement
upon due negotiations with the employee or by fulfilling the statutory conditions.

According to the Interim Regulations on the Collection and Payment of Social Insurance
Premiums ( CFH& PREEE BEET 171 491) ), the Regulations on Work Injury Insurance ( (LA R B
%) ), the Regulations on Unemployment Insurance ( (JZELRFRFEH]) ) and the Trial Measures on
Employee Maternity Insurance of Enterprises ( ({23 LAEF REBFITHHE) ), 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 Law on Social Insurance ( {ft&{&Fxi%4) ) (No. 35 of the President), which
was promulgated on 28 October 2010 and became effective on 1 July 2011, has consolidated 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 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 ( {7E " [E5% A 5k 3£ A9 71BN S At g O g 47
%) ), 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 exam 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 ( {fi 5 AR
EHE]) ), 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 center. 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 RMBS50,000. When companies breach the these regulations and fail to pay up housing provident
fund contributions in full amount as due, the housing provident fund administration center 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 after the expiry of such period.
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LEGAL REGULATIONS OVER TAX IN THE PRC
Income Tax

According to the Enterprise Income Tax Law of the PRC ( {1 #E A\ RILFIE A ZE S BIL) |
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 ( " #E A RILFNE 2T 5B BRG] )
(the “Implementation Rules”), which was promulgated on 6 December 2007 and became effective
from 1 January 2008 by the State Council, enterprises are classified as either resident enterprises or
non-resident enterprises. The income tax rate for resident enterprises, including both domestic and
foreign-invested enterprises shall typically be 25% commencing from 1 January 2008. An enterprise
established outside China with its “de facto management bodies” located inside China is considered
as a “resident enterprise”, which means it can be treated as domestic enterprise for EIT 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 EIT on its passive income deriving from inside China
at the reduced rate of EIT of 10%.

According to Notice of the Ministry of Finance and the State Administration of Taxation on Tax
Policies Relating to Education ( {BAECHS - Bl ZHIGHL)S B iR 2 B BUECR 94 A1) |, the “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 ( CHABCER ~ B R BB A5 B N8 208 55158 S B0 B s 21 B ) RE A ) the
“Circular 3”), schools shall be exempt from EIT 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 EIT 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 the school sponsors of which do not require reasonable returns enjoys the same preferential
tax treatment as public schools, whereas the preferential tax treatment policies applicable to private
schools the school sponsors of which require reasonable returns are separately formulated by the
relevant authorities under the PRC State Council. According to the Decision, which will become
effective on 1 September 2017, not-for-profit private schools enjoy the same preferential tax
treatments as public schools, while for-profit schools enjoy the preferential tax treatments provided
by the applicable laws. As the relevant PRC tax laws have not been amended to distinguish between
for-profit and not-for-profit schools, currently there is no certainty as to whether the tax treatments
will change after the Decision becomes effective.

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 (< [AJHEFN #5 H5 Fll 47 IBC I B 77 36 Fr 15 Fod 2k 4 B i 45
LA IE B R ZPE) |, the “Arrangement”) on 21 August 2006. According to the Arrangement, if
the beneficiary of the dividends is a Hong Kong resident enterprise, which directly holds no less than
25% equity interests of 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 ZBHS 45 B A B4 T BN 2 IS
foe KA BE R R 48 40) ) promulgated by the State Administration of Taxation of the PRC (3 AR
LN [ KBS A5, the “SAT”) and became effective on 20 February 2009, all of the following
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requirements shall be satisfied where a fiscal resident of the other party to a tax agreement needs to
be entitled to such tax agreement treatment as being taxed at a tax rate specified in the tax agreement
for the dividends paid to it by a Chinese resident company: (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 twelve months prior to the obtainment of the
dividends, reach a percentage specified in the tax agreement.

Pursuant to the Administrative Measures for Tax Convention Treatment for Non-resident
Taxpayers ( {IE/E RABLNZZ B E R #EHHE) ), which came into force on 1 November
2015, a non-resident taxpayer meeting conditions for enjoying the convention treatment may be
entitled to the convention 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 ( (B ITHA]) ), 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 the Detailed Implementing Rules on the Temporary Regulations
on Business Tax ( C&ZEREATHABIE AR ), which was promulgated by the MOF and the SAT
and came into effect on 25 December 1993, was amended on 22 May 1997, 15 December 2008 and
further amended on 28 October 2011, business tax is imposed on income derived from the furnishing
of specified services and transferring 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, educational services provided by schools and other educational institutions shall be exempt from
business tax. Hence, the educational services provided by our schools are not subject to business tax.

According to the Circular on Comprehensively Promoting the Pilot Program of the Collection
of Value-added Tax in Lieu of Business Tax ( <B4 1 #E A& SR O (AL iU B ZE A1) | the
“Circular 36”), which was promulgated on 23 March 2016 and became effective from 1 May 2016,
VAT is in lieu of business tax.

Value-added Tax

According to the Temporary Regulations on Value-added Tax ( (3 {EBLE171551) ), 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 the Detailed Implementing Rules of the Temporary Regulations
on Value-added Tax ( CH{EBLEATIHRBIEMEAIRI) ), 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.

According to the Circular on Comprehensively Promoting the Pilot Program of the Collection
of Value-added Tax in Lieu of Business Tax ( <B4 Ta bR SE R o (BT il BE 4B A1) | the
“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
aforesaid income, income from the sponsorship fees and school-selection fees charged by schools in
any name is not exempted from VAT.
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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 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 social organizations 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 labor of the relevant people’s government at the county level or above which has
also issued the relevant school running license, shall be exempted from deed tax on their ownerships
of land and houses used for teaching activities.

REGULATIONS ON COMPANIES IN PRC

The establishment, operation and management of corporate entities in the PRC are governed by
the Company Law of the PRC ( {H1# ARILFIE /2 7]#%) |, 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 in situations where there are requirements otherwise 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 license 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.

LEGAL REGULATIONS OVER FOREIGN EXCHANGE IN THE PRC

The principal regulation governing foreign currency exchange in China is the Foreign Exchange
Administration Rules of the PRC ( (¥ A RALANE SN EE HEH]) ) (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 1 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
designed 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 from or filling with the relevant PRC government authorities (if
necessary).
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According to the Circular on the Management of Offshore Investment and Financing and Round
Trip Investment By Domestic Residents through Special Purpose Vehicles ( <[FiA 5% A J& B 40 48 Rr ok
H B2 RIBEO M Al SOR AR 5 AN RS B B I REAY3EAN) |, the  “Circular  37”),  which s
promulgated on 4 July 2014 and with effect from the same day, before a domestic resident contributes
its legally owned onshore or offshore assets and equity into an SPV, the domestic resident shall be
required to register with 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 capital, including increases and decreases of capital, share transfers, share swaps,
mergers or divisions. The SPV is defined as “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 ( [ Z 5}t
EH R BN E— 2 B AL A O BB SN E S R EOR 3E A |, the “Circular 137), 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 of 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
( CRHA B DI 15 A E AN 7S < 45 R4S B 7 XA A1) ), 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 an 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 as 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 prohibited by relevant laws and regulations;

2. directly or indirectly used for investment in securities unless otherwise provided by
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
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4. paying the 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 ( B BCFFRHE & A TH H 45 M FLEUR V@) ), or
SAFE Circular 16, on 9 June 2016, which became effective simultaneously. Pursuant to SAFE
Circular 16, enterprises registered in the PRC may also convert their foreign debts from foreign
currency to Renminbi on self-discretionary basis. This Circular provides an integrated standard for
conversion of foreign exchange under capital account items (including but not limited to foreign
currency capital and foreign debts) on self-discretionary basis which applies to all enterprises
registered in the PRC. Circular 16 reiterates the principle that Renminbi converted from foreign
currency-denominated capital of a company may not be directly or indirectly used for purposes
beyond its business scope or prohibited by PRC laws or regulations, while such converted Renminbi
shall not be provided as loans to its non-affiliated entities.

As Circular 16 is newly issued and SAFE has not provided detailed guidelines with respect to
its interpretation or implementations, it is uncertain how these rules will be interpreted and
implemented.

Provisions on the Merger and Acquisition of Domestic Enterprises by Foreign Investors
(Revised in 2009)

Under the Provisions on the Merger and Acquisition of Domestic Enterprises by Foreign
Investors (Revised in 2009) ( (BARIMNEBEE R NMRZENHIE) |, 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
MOFCOM is required. Particularly, the M&A Rules requires special purpose offshore companies
formed for overseas listing purposes and controlled directly or indirectly by Chinese companies or
individuals to obtain the approval of the CSRC prior to publicly listing their securities on an overseas
stock exchange.

LAWS AND REGULATIONS IN ONTARIO, CANADA

This section summarises relevant Ontario statutes and other regulatory requirements that may
affect our school(s) in Ontario in the future, if any, specifically in relation to the process in Ontario
of operating a private high school in Ontario offering credits towards an Ontario Secondary School
Diploma.

The power to regulate education in Canada is granted to Provinces pursuant to section 93 of the
Constitution Act, 1867. In Ontario, the provision of elementary and secondary education is subject
the Education Act (Ontario) (the “Education Act”).

Publicly Funded Elementary and Secondary Schools

Publicly funded elementary and secondary school education for children and youth between the
ages of 3.8 years and 18 years of age who reside in Ontario is regulated by the Ontario Ministry of
Education (the “Ministry”). The regulatory scheme is set out in the Education Act, regulations
thereunder, Ministry Policy Program Memoranda (the “PPMs”) and educational programming policy
documents, which together provide for the delivery of elementary and secondary education by
publicly funded district school boards and school authorities to resident pupils.
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Compulsory attendance at school is required by children and youth resident in Ontario between
the ages of 6 years and 18 years, unless the child or youth is excused pursuant to legislation. Excusal
from attendance at a publicly funded school includes the receipt of satisfactory instruction elsewhere,
including private schools.

Private Schools

The legal framework governing private schools in Ontario is restricted to specific provisions of
the Education Act and particular Ministry PPMs and educational programming policy and procedure
documents.

Ontario private schools are defined in the Education Act as “an institution at which instruction
is provided at any time between the hours of 9 a.m. and 4 p.m. on any school day for five or more
pupils who are of or over compulsory school age in any of the subjects of the elementary or secondary
school courses of study and that is not a school as defined in this section”.

In contrast to publicly funded schools operated by district school boards and school authorities,
private schools are independent of the Ministry and do not receive provincial funding. Also,
individuals providing instruction in private schools are not required to be members of the Ontario
College of Teachers, nor members of one of the provincial teachers unions.

Private schools may operate as for profit businesses, as well as not-for-profit corporations. The
Ministry notes on its website that “in Ontario, private schools operate as businesses or non-profit
organizations independently of the Ministry of Education and in accordance with the legal
requirements established by the Education Act. Unlike private schools in other provinces, they do not
receive any funding or other financial support from the government”.

While all private schools in Ontario must meet the same general requirements, additional
requirements are imposed on private schools seeking the authority to grant credits toward the Ontario
Secondary School Diploma (OSSD).

Notice of Intent to Operate a Private School

While private schools operating in Ontario are not subject to the same regulatory framework and
requirements established for publicly funded elementary and secondary schools operated by district
school boards and school authorities, nevertheless, the Education Act requires that all private schools
file, in the form required, an annual notice of their intention to operate (the “NOI”) by 1 September.

Failure to provide such notice may result in an offence pursuant to the Education Act and
conviction requiring the payment of a fine. Similarly, private schools are required to file with the
Ministry specific statistical information such as, the number of students enrolled, the number of
private school staff and the courses of study offered. A failure to return the information requested
within (60) sixty days of the request may result in a conviction and fine. Moreover, the Ministry has
the authority to direct an inspection of a private school, including the records retained by the school.

Board School Identification Number

When a private school located in Ontario provides notice of operation, the Ministry issues a
Board School Identification Number (the “BSID”) to those schools validated to be in compliance
with the basic requirements for private schools identified in the Education Act and the policies and
procedures namely:

. providing instruction between the hours of 9 a.m. and 4 p.m. on any school day;

. for five or more pupils;
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. who are of or over compulsory school age;

. in any of the subjects of the elementary or secondary school courses of study;

. a principal in charge of the school;
. control of the program content or courses of study;
. control of the quality of instruction;

. control of the evaluation of student achievement;
. a common school-wide attendance policy; and
. secure maintenance of student records.

In the event that a private school is not validated and does not receive a BSID, it must cease
operation for the remainder of the school year, but may provide notice of its intention to operate for
the following school year.

Private schools are responsible for ensuring that the information required to be filed with the
Ministry of Education is updated when changes occur out of cycle. For example, in the event that
there is a change in private school ownership, the Ministry requires immediate notice. Other changes,
such as a change of principal, may also trigger notice requirements. Otherwise, the private school will
be responsible for filing a NOI before September 1 of each year.

Granting Credits Towards an OSSD

Once validated, an Ontario private school may offer and provide elementary programs and
non-credit bearing secondary school programs. However, Ministry inspections are required if a
private school desires to offer credits, including distance education via the internet, leading to the
award of an Ontario Secondary School Diploma (the “OSSD”), which is granted by the Ministry on
the basis of a principal’s recommendation. In such cases, the Ministry’s inspection is for the purpose
of verifying whether the standard of instruction in courses offering credits towards the OSSD is
compliant with the Ministry’s requirements. If a private school is not compliant, the Ministry may
revoke the authority to grant secondary school credits towards an OSSD. The Ministry’s policy
manual for private schools states: “Ensuring the integrity of OSSD credits through inspections is a
critical part of the Ministry’s role with respect to private education.”

Inspections are cyclical, and while generally conducted every two years, the Ministry has
discretion to conduct them more frequently where the inspector deems necessary. Compliance with
Ministry expectations includes the requirements outlined in the Ministry’s policy framework outlined
in Ontario Schools, Kindergarten to Grade 12 Policy and Program Requirements. Following the
inspection process, an inspection report will be issued which identifies the inspector’s findings as
well as recommendations for compliance, if any. The inspector will recommend whether or not the
private school principal may issue credits towards an OSSD. In addition to prohibiting a private
school from offering secondary school credit bearing courses or granting credits, the Ministry may
also revoke the school’s BSID following inspection, in which case the private school must
immediately cease operating.
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Private School Principal

The principal of an Ontario private school plays an essential role in its management. S/he is
responsible for ensuring the appropriate delivery of educational programming, the necessary
assessment and evaluation of students and appropriate reporting practices. An OSSD is granted by the
Ministry on the recommendation of the private school’s principal. A change in the school principal
can trigger an inspection, at the discretion of the Ministry.

Policies and Procedures

Information regarding the validation and inspection process together with the Ministry’s PPMs,
policies and procedures applicable to Ontario private schools is outlined in the Ministry of
Education’s Private Schools: Policies and Procedures Manual.
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OVERVIEW OF OUR GROUP’S HISTORY

Our history can be traced back to October 2002 when our founders, Mr. Liu and Ms. Li,
established Guangdong Guangzheng to engage in the provision of private education in the PRC.
Please refer to the section headed “Directors and Senior Management” of this prospectus for further
details of the experience and qualifications of Mr. Liu and Ms. Li.

Guangdong Guangzheng established our first school, namely Dongguan Guangming School, in
April 2003 in Dongguan, Guangdong province, offering middle school and high school education.
After one year of operation, our second school, Dongguan Guangming Primary School, was
established in August 2004 in the same campus of Dongguan Guangming School, offering primary
school education.

In August 2013, in view of the rising demand for private fundamental education in the PRC and
the increasing number of student applying to our schools, we acquired Dongguan Guangzheng
Preparatory School from an Independent Third Party. Dongguan Guangzheng Preparatory School was
established in Dongguan, Guangdong province in 2004 under the name H.S. Kama International
School (H5ET #E 5 ffi K 3% H5£2£%). Taking into account the then existing infrastructure of the school
available to our Group after the acquisition, we considered the acquisition would enable us to expand
our school network and student capacity in a relatively short timeframe.

Leveraging on our established education model in Dongguan, we further expanded our school
network to other cities in the PRC. In April 2014, we established Huizhou Guangzheng Preparatory
School in Huizhou, Guangdong province, offering primary, middle and high school education. In
September 2014, our Panjin Guangzheng Preparatory School commenced schooling in Panjin,
Liaoning province, offering primary and middle school education. In September 2016, our Weifang
Guangzheng Preparatory School in Weifang, Shandong province commenced schooling, offering
primary and middle school education.

KEY MILESTONES

The following is a summary of our Group’s key development milestones:

Year Event

2003 Dongguan Guangming School was established.

2004 Dongguan Guangming Primary School was established.

2012 We established our international programmes in Dongguan Guangming

School and entered into cooperation agreements with an Independent
Third Party in relation to the operation of the international programmes.

2013 We acquired H.S. Kama International School (HFE T % R i K 7% F5£2
1), the name of which was later changed to Dongguan Guangzheng
Preparatory School.

2014 Huizhou Guangzheng Preparatory School was established.
Panjin Guangzheng Preparatory School commenced schooling.

2015 We entered into a cooperation agreement with the local government of

Weifang, Shandong province to establish the Weifang Guangzheng
Preparatory School.
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Year

2016

Event

We entered into a cooperation agreement with the local government of

Guang’an, Sichuan province to establish the Guang’an Guangzheng
Preparatory School.

Weifang Guangzheng Preparatory School

commenced schooling in September 2016.

OUR CONSOLIDATED AFFILIATED ENTITIES

was established and

Our Consolidated Affiliated Entities are the entities which principally affected the results, assets
or liabilities of our Group. The following table sets out the details of our Consolidated Affiliated
Entities as at the Latest Practicable Date:

Company

Guangdong Guangzheng
Huizhou Guangzheng
Panjin Guangzheng
Dongguan Wenhui

Weifang Guangzheng
Guang’an Guangzheng
Yunfu Guangzheng

Dongguan Guangming
School

Dongguan Guangming
Primary School

Dongguan Guangzheng
Preparatory School

Huizhou Guangzheng
Preparatory School

Panjin Guangzheng
Preparatory School

Weifang Guangzheng
Preparatory School

Date of

establishment/

commencement Registered
of schooling capital
(Note 1)

10 October 2002
23 July 2009

13 March 2013
6 August 2015

RMB&3,400,000
RMB20,000,000
RMBg0,000,000

RMB5,000,000
(Note 2)

RMB30,000,000
(Note 2)

RMB?30,000,000
(Note 2)

RMB50,000,000
(Note 2)

RMB232,524,000
(Note 3)

9 October 2015
8 April 2016
31 August 2016

9 April 2003

RMB85,912,900
(Note 3)

25 August 2004

1 July 2004 RMB50,434,793.86

RMB5,000,000

10 April 2014

RMBS5,000,000
(Note 2)

1 September 2014
(Note 1)

28 July 2016 RMB20,000,000
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Principal business
activities

Education investment
Education investment
Education investment

Education investment
Education investment
Education investment
Education investment

Provision of high
school and middle
school full time
education

Provision of primary
school full time
education

Provision of high
school, middle school
and primary school
full time education

Provision of high
school, middle school
and primary school
full time education

Provision of middle
school and primary
school full time
education

Provision of middle
school and primary
school full time
education
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Notes:

(1)  This date refers to the respective date of establishment of our Consolidated Affiliated Entities, except that, in
the case of Panjin Guangzheng Preparatory School, which has commenced schooling in September 2014 but
only obtained the registration certificate for private non-enterprise entities on 14 October 2016, the date refers
to the date of commencement of schooling.

(2)  The registered capital of Dongguan Wenhui, Guang’an Guangzheng, Weifang Guangzheng, Yunfu Guangzheng
and Panjin Guangzheng Preparatory School had not been contributed as at the Latest Practicable Date.

(3)  The capital of Dongguan Guangming School increased from RMBS5 million to approximately RMB232 million
in October 2014, with such increase contributed by way of injection of land and property from Guangdong
Guangzheng. The capital of Dongguan Guangming Primary School increased from RMB5 million to
approximately RMB86 million in November 2014, with such increase contributed by way of injection of land
and property from Guangdong Guangzheng. The registration of the transfer of the said land and property to
Dongguan Guangming School and Dongguan Guangming Primary School had not been completed as at the
Latest Practicable Date.

Guangdong Guangzheng

Guangdong Guangzheng was established by Mr. Liu and Ms. Li, with a registered capital of
RMB15 million contributed by Mr. Liu as to 51% and by Ms. Li as to 49% respectively through their
own financial resources.

Guangdong Guangzheng underwent a series of capital injections and transfers of equity interests
from July 2005 to December 2011. During the Track Record Period and up to the Latest Practicable
Date, the registered capital was legally held by Ms. Li as to 98.8% and Mr. SP Liu (the father of Mr.
Liu) as to 1.2% and, as at the Latest Practicable Date, the registered capital increased to RMB83.4
million, and was legally held by Ms. Li as to 98.8% and Mr. SP Liu as to 1.2%. On 22 November
2011, Ms. Li and Mr. SP Liu agreed to hold 68.8% and 1.2% equity interest in Guangdong
Guangzheng on trust for Mr. Liu, respectively, until the termination of such trust arrangement.
Subsequently, on 24 June 2016, Mr. Liu agreed to transfer the beneficial ownership in 8% equity
interest in Guangdong Guangzheng to Ms. Li. Accordingly, Mr. Liu and Ms. Li confirmed that each
of them was the beneficial owner of 62% and 38% equity interest in Guangdong Guangzheng,
respectively, as at the Latest Practicable Date. As confirmed by Mr. Liu and Ms. Li, the trust
arrangement was intended to allow Ms. Li to be the registered holder of 98.8% equity interest, rather
than a minority interest, in Guangdong Guangzheng with a view to facilitating the communications
and negotiations (as the case may be) of Ms. Li on behalf of Guangdong Guangzheng with
government authorities or other third parties in relation to our schools’ operation and development
for the benefit of Guangdong Guangzheng as a whole. Mr. Liu and Ms. Li believe that (i) as the
registered holder of the vast majority of the equity interest in Guangdong Guangzheng, this will
enhance the other parties’ impression and confidence on Ms. Li’s authority as a leader of Guangdong
Guangzheng; and (ii) allow other parties to identify the Group’s education business with Ms. Li, as
distinct from the real estate and hotel business that Mr. Liu invested in. While high school education
is a restricted industry and primary and middle school education is a prohibited industry for foreign
investors in the PRC, our PRC Legal Adviser advised that, as Mr. Liu is of Chinese nationality, there
is no legal impediment for Mr. Liu to be a registered shareholder of Guangdong Guangzheng.
Although Mr. Liu is not a registered shareholder of any of our Consolidated Affiliated Entities, he
oversees the business strategies, planning and development of our Group and serves as a director of
all of our Consolidated Affiliated Entities (except Dongguan Wenhui, Weifang Guangzheng and
Yunfu Guangzheng) as well as a legal representative of Dongguan Guangming School, Dongguan
Guangming Primary School and Huizhou Guangzheng. As advised by our PRC Legal Adviser, the
aforesaid trust arrangement is legal, valid and binding and does not contravene any PRC laws and
regulations.
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As at the Latest Practicable Date, Guangdong Guangzheng held the entire school sponsor’s
interest in four schools directly, namely Dongguan Guangming School, Dongguan Guangming
Primary School, Dongguan Guangzheng Preparatory School and Weifang Guangzheng Preparatory
School.

Dongguan Guangming School

Dongguan Guangming School was established by Guangdong Guangzheng with RMBS5 million
from its internal resources in April 2003. The capital of Dongguan Guangming School subsequently
increased to approximately RMB233 million in October 2014, with such increase contributed by way
of injection of land and property from Guangdong Guangzheng to Dongguan Guangming School.

Dongguan Guangming Primary School

Dongguan Guangming Primary School was established by Guangdong Guangzheng with RMBS5
million from its internal resources in August 2004. The capital of Dongguan Guangming Primary
School subsequently increased to approximately RMB86 million in November 2014, with such
increase contributed by way of injection of land and property from Guangdong Guangzheng to
Dongguan Guangming Primary School.

Dongguan Guangzheng Preparatory School

In July 2013, Guangdong Guangzheng entered into an agreement to acquire Dongguan
Guangzheng Preparatory School (then known as H.S. Kama International School (35E 1 %2 p Fifi K 5%
H5E24%)) from an Independent Third Party at the consideration of RMB250 million, which was
determined after arm’s lengths negotiations between the parties by reference to the net asset value of
Dongguan Guangzheng Preparatory School as at the date of the agreement based on its management
accounts. From an accounting perspective, the transfer of risks and rewards of ownership in
Dongguan Guangzheng Preparatory School was completed on 31 August 2013. As advised by our
PRC Legal Adviser, the acquisition was legally completed and settled on 25 November 2013, upon
which the entire school sponsor’s interest in Dongguan Guangzheng Preparatory School became
wholly-owned by Guangdong Guangzheng, and the relevant PRC regulatory approval had been
obtained in respect of the acquisition.

Weifang Guangzheng Preparatory School

Weifang Guangzheng Preparatory School was established by Guangdong Guangzheng with
RMB20 million from its internal resources in July 2016 and commenced schooling in September
2016.
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Disposed Companies

Guangdong Guangzheng held interests in three companies established in the PRC, namely
Nantong Guangzheng, Dongguan Guangzheng Property and Dongguan Guangzheng Pharmaceutical
(the “Disposed Companies”), prior to their disposal or deregistration. The following table sets forth
the details of such companies:

Disposed
Companies

Nantong
Guangzheng

Dongguan
Guangzheng
Property

Dongguan
Guangzheng
Pharmaceutical

Shareholding
structure prior to
disposal or
deregistration

Guangdong
Guangzheng (100%)

Guangdong
Guangzheng (100%)

Guangdong
Guangzheng (60%)
Mr. Liu (40%)

Principal business
activities

Education
investment

Property investment

Investment in the
pharmaceutical
industry
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Disposal or deregistration

Nantong Guangzheng had not established any
school and had not engaged in any material
business activities. On 18 January 2016,
Guangdong Guangzheng agreed to transfer
70% and 30% equity interest in Nantong
Guangzheng to Mr. Liu and Ms. Li at the
consideration ~ of  RMB700,000 and
RMB300,000, respectively, which — was
determined after arm’s lengths negotiations
between the parties by reference to the net
asset value of Nantong Guangzheng. The
transfers were legally completed and settled in
April 2016.

Dongguan Guangzheng Property had not
engaged in any material business activities.
On 29 January 2016, Guangdong Guangzheng
agreed to transfer 60% and 40% equity
interest in Dongguan Guangzheng Property to
Mr. Liu Jiefeng (a nephew of Mr. Liu) and Mr.
SP Liu at the consideration of RMB120,000
and RMBS80,000, respectively, which was
determined after arm’s lengths negotiations
between the parties by reference to the
registered capital of Dongguan Guangzheng
Property. The transfers were legally
completed and settled in February 2016.

Dongguan Guangzheng Pharmaceutical had not
engaged in any educational business. On 7
December 2015, Guangdong Guangzheng and
Mr. Liu agreed to transfer 60% and 40%
equity interest in Dongguan Guangzheng
Pharmaceutical to Mr. Liu Jiefeng (a nephew
of Mr. Liu) at the consideration of
RMB600,000 and RMB400,000, respectively,
which was determined after arm’s lengths
negotiations between the parties by reference
to the registered capital of Dongguan
Guangzheng Pharmaceutical. The transfers
were legally completed and settled in January
2016.
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Huizhou Guangzheng

Huizhou Guangzheng was established on 23 July 2009 by Guangdong Guangzheng with a
registered capital of RMBS5 million. After a series of capital injections and transfers of equity
interests to fund the establishment of Huizhou Guangzheng Preparatory School, Huizhou
Guangzheng was owned as to 25% by Guangdong Guangzheng and as to 75% by Cinese Group, as
at 15 October 2013. In July 2014, 75% equity interest in Huizhou Guangzheng was transferred from
Cinese Group to Guangdong Guangzheng at the consideration of RMBI15 million, which was
determined after arm’s lengths negotiations between the parties by reference to the then capital of
Huizhou Guangzheng. As advised by our PRC Legal Adviser, the transfer was legally completed and
settled in July 2014.

As at the Latest Practicable Date, Huizhou Guangzheng held the entire school sponsor’s
interests in Huizhou Guangzheng Preparatory School directly.

Huizhou Guangzheng Preparatory School

Huizhou Guangzheng Preparatory School was established by Huizhou Guangzheng with RMBS5
million from its internal resources in April 2014.

Panjin Guangzheng

Panjin Guangzheng was established as a limited liability company under the laws of the PRC
on 13 March 2013 by Guangdong Guangzheng with a registered capital of RMB30 million.

To finance the establishment of Panjin Guangzheng Preparatory School, in May 2014,
Guangdong Guangzheng, Panjin Guangzheng and Dongguan Trust, an Independent Third Party,
entered into the financing arrangements, pursuant to which Dongguan Trust injected RMB200 million
(RMBS50 million as registered capital and RMBI150 million as capital reserve) into Panjin
Guangzheng. Accordingly, for the purpose of the financing arrangements, the registered capital of
Panjin Guangzheng increased to RMB80 million, and was held by Dongguan Trust as to 62.5% and
Guangdong Guangzheng as to 37.5%. Pursuant to the financing arrangements, among other matters,
Dongguan Trust agreed to transfer the 62.5% equity interest in Panjin Guangzheng it held to
Guangdong Guangzheng upon full repayment of RMB200 million, together with interests thereon, by
Guangdong Guangzheng to Dongguan Trust. Dongguan Trust confirmed that, under the above
financing arrangements, although the registered ownership of 62.5% equity interest in Panjin
Guangzheng was held by Dongguan Trust, Dongguan Trust had never involved in the operation or
management of Panjin Guangzheng and did not dispose of any of its equity interest in Panjin
Guangzheng during the term of the financing arrangements. As advised by our PRC Legal Adviser,
the aforesaid financing arrangements are legal, valid and binding and do not contravene any PRC
laws and regulations. In June 2016, the 62.5% equity interest in Panjin Guangzheng was transferred
from Dongguan Trust to Guangdong Guangzheng upon full repayment of the said amount pursuant
to the financing arrangements. As advised by our PRC Legal Adviser, the transfer was legally
completed and settled in June 2016.

As at the Latest Practicable Date, Panjin Guangzheng held the entire school sponsor’s interests
in Panjin Guangzheng Preparatory School directly.

Panjin Guangzheng Preparatory School

With Panjin Guangzheng as its school sponsor, Panjin Guangzheng Preparatory School
commenced schooling in September 2014. On 14 October 2016, Panjin Guangzheng Preparatory
School obtained the registration certificate for private non-enterprise entities. As at the Latest
Practicable Date, it had a registered capital of RMBS5.0 million, which had not yet been contributed
at all.
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Weifang Guangzheng

For the establishment of potential new schools in the future, Weifang Guangzheng was
established by Guangdong Guangzheng on 9 October 2015. At its establishment, it had a registered
capital of RMB30 million, which has not yet been contributed and is required to be contributed by
Guangdong Guangzheng before 24 September 2045 according to its articles.

Guang’an Guangzheng

Guang’an Guangzheng was established by Mr. Liu and Ms. Wang Yanfeng, an employee of our
Group, on 8 April 2016. At its establishment, Mr. Liu and Ms. Wang Yanfeng held 99% and 1% of
its equity interest respectively. For the establishment of Guang’an Guangzheng Preparatory School,
in May 2016, Guangdong Guangzheng, as the proposed school sponsor, acquired the entire equity
interest from Mr. Liu and Ms. Wang Yanfeng at the total consideration of RMB10,000, which was
determined after arm’s lengths negotiations between the parties by reference to the establishment
costs of Guang’an Guangzheng, and such acquisition was legally completed and settled in May 2016.
As at the Latest Practicable Date, Guang’an Guangzheng had a registered capital of RMB30 million,
which has not yet been contributed and is required to be contributed by Guangdong Guangzheng
before 30 April 2036 according to its articles.

Dongguan Wenhui

For the establishment of potential new schools in the future, Dongguan Wenhui was established
by Guangdong Guangzheng on 6 August 2015. At its establishment, it had a registered capital of
RMBS5 million, which has not yet been contributed and is required to be contributed by Guangdong
Guangzheng before 1 August 2025 according to its articles.

Yunfu Guangzheng

For the establishment of Yunfu Guangzheng Preparatory School, Yunfu Guangzheng was
established by Guangdong Guangzheng and Mr. Xie Runjiong, an Independent Third Party, on 31
August 2016. At its establishment, Guangdong Guangzheng and Mr. Xie Runjiong held 75% and 25%
of its equity interest, respectively. Pursuant to an investment agreement dated 23 August 2016 entered
into between Guangdong Guangzheng and Mr. Xie Runjiong, Mr. Xie Runjiong agreed to pay RMB60
million to Yunfu Guangzheng with RMB12.5 million as registered capital and RMB47.5 million as
capital for, among other matters, establishment of Yunfu Guangzheng. As at the Latest Practicable
Date, Yunfu Guangzheng had a registered capital of RMBS50 million, which has not yet been
contributed and is required to be contributed by Guangdong Guangzheng and Mr. Xie Runjiong
before 23 August 2046 as to RMB37.5 million and RMB12.5 million, respectively, according to its
articles.

As advised by our PRC Legal Adviser, as at the Latest Practicable Date, save that, as disclosed
above, the registered capital of Panjin Guangzheng Preparatory School, Weifang Guangzheng,
Guang’an Guangzheng, Dongguan Wenhui and Yunfu Guangzheng had not yet been contributed and
the registration of the transfer of the land and property injected into Dongguan Guangming School
and Dongguan Guangming Primary School as part of the capital contribution had not been completed,
as disclosed above, all of the capital injections, acquisitions and disposals set out in this paragraph
headed “— Our Consolidated Affiliated Entities” have been legally completed and settled and all
material approvals in relation thereto from the relevant PRC government authorities have been
obtained.
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REORGANISATION

The following chart sets forth the beneficial ownership structure of our Group immediately prior
to the Reorganisation:

Mr. Liu Ms. Li
(Note 1) (Note 1)
62% 38%
Guangdong Guangzheng
i]OO% ilOO% i]OO% ilOO% i]OO% ilOO% ilOO% ilOO% ilOO% i75%
Dongguan (I;)onggugn GDonggEan Ggﬁitfﬁfn
Guangming uangming uangzneng P & & Dongguan Guang’an Huizhou Panjin Weifang Yunfu
Primary Preparatory reparatory . &
School School School School Wenhui Guangzheng || Guangzheng || Guangzheng || Guangzheng || Guangzheng®
(Note 2) (Note 2) (Note 2) (Note 2)
}100% }100%
Huizhou Panjin
Guangzheng || Guangzheng
Preparatory || Preparatory
School School
(Note 2) (Note 2)
Notes:

(1) Ms. Liis a co-founder of our Group and our chief executive officer and an executive Director. Guangdong Guangzheng
is legally held as to 98.8% by Ms. Li and 1.2% by Mr. SP Liu. Out of the 98.8% equity interest in Guangdong
Guangzheng held by Ms. Li, 60.8% equity interest is held on trust by Ms. Li for Mr. Liu. Mr. SP Liu is the father of
Mr. Liu, who is another co-founder of our Group, an executive Director, chairman of the Board and one of our
Controlling Shareholders. The 1.2% equity interest in Guangdong Guangzheng is held on trust by Mr. SP Liu for Mr.
Liu. Accordingly, Guangdong Guangzheng is beneficially owned as to 62% by Mr. Liu and 38% by Ms. Li.

(2)  Guangdong Guangzheng is the school sponsor of each of Dongguan Guangming School, Dongguan Guangming
Primary School, Dongguan Guangzheng Preparatory School and Weifang Guangzheng Preparatory School. Huizhou
Guangzheng is the school sponsor of Huizhou Guangzheng Preparatory School. Panjin Guangzheng is the school
sponsor of Panjin Guangzheng Preparatory School.

(3)  Yunfu Guangzheng is held as to 75% and 25% by Guangdong Guangzheng and Mr. Xie Runjiong, an Independent
Third Party, respectively.

(a) Establishment of our Company and various group companies
Our Company

Our Company was incorporated in the Cayman Islands on 13 July 2010 with an authorised share
capital of US$50,000 divided into 50,000 shares of US$1.0 each. On the same day, (i) Bright
Education Holdings (a company wholly-owned by Mr. Liu) acquired one share in our Company from
the incorporator at par and a further six shares in our Company were allotted and issued to Bright
Education Holdings as fully-paid at nominal value; and (ii) three shares in our Company were allotted
and issued to Bright Education Investment (a company wholly-owned by Ms. Li) as fully-paid at
nominal value.

On 24 June 2016, our Company allotted and issued 63 shares and 27 shares to Bright Education
Holdings and Bright Education Investment respectively at nominal value on a pro-rated basis. On the
same day, Bright Education Holdings sold eight shares in our Company to Bright Education
Investment at a consideration of RMBO90 million, which was determined after arm’s lengths
negotiations between the parties on normal commercial terms by reference to the profit-to-earning
multiples. Upon completion of such sale, 62 shares and 38 shares were held by Bright Education
Holdings and Bright Education Investment, representing 62% and 38% of the entire issued share
capital of our Company, respectively.
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On 3 January 2017, the authorised share capital of our Company was increased by
HK$100,000,000 by the creation of 10,000,000,000 ordinary shares of a nominal value of HK$0.01
each, following which our Company issued fully paid (i) 48,360 shares of a nominal value of
HK$0.01 each to Bright Education Holdings (a company wholly-owned by Mr. Liu), and (ii) 29,640
shares of a nominal value of HK$0.01 each fully paid to Bright Education Investment (a company
wholly-owned by Ms. Li). On the same date, our Company repurchased and cancelled (i) 62 shares
of a nominal value of US$1.0 each registered in the name of Bright Education Holdings (a company
wholly-owned by Mr. Liu), and (ii) 38 shares of a nominal value of US$1.0 each registered in the
name of Bright Education Investment (a company wholly-owned by Ms. Li). Following the
repurchase, the authorised but unissued share capital of our Company was diminished by the
cancellation of all the 50,000 unissued shares of nominal value US$1.00 each in the capital of our
Company.

Bright Education BVI

Bright Education BVI was incorporated in the BVI on 29 July 2010, with our Company as the
initial subscriber of one share.

Bright Education HK

Bright Education HK was incorporated in Hong Kong on 15 September 2010, with our Company
as the initial subscriber of one share.

Dongguan Ruixing

Dongguan Ruixing was established in the PRC on 17 May 2013 as a wholly-owned foreign
enterprise with a registered capital of RMB1 million, which was wholly-owned by Bright Education
HK. Bright Education HK contributed the registered capital in Dongguan Ruixing in full in July 2014.

Shenzhen Youyue

For the purpose of preparing for the potential business of the sale of electronic educational
materials in the future, Shenzhen Youyue was established in the PRC on 10 October 2015 as a
wholly-owned foreign enterprise with a registered capital of RMBI1 million, which was wholly-
owned by Bright Education HK. Bright Education HK is required to contribute to the initial registered
capital of Shenzhen Youyue before 31 December 2020 according to its articles of association. As at
the Latest Practicable Date, Bright Education HK had not made any registered capital contribution
in Shenzhen Youyue and Shenzhen Youyue had not commenced any business operation.

Dongguan Yuexing

Dongguan Yuexing was established in the PRC on 4 December 2012 as a wholly-owned foreign
enterprise with a registered capital of RMB10 million, which was wholly-owned by Bright Education
HK. As at the Latest Practicable Date, the registered capital had not been contributed and was
required to be contributed by 15 November 2022 according to its articles.

Brighter Dewey Education Corporation

Brighter Dewey Education Corporation was incorporated in Ontario, Canada on 27 May 2016.
Since incorporation and up to the Latest Practicable Date, Brighter Dewey Education Corporation
was held as to 55% by Bright Education HK and as to 45% by Dewey International Holdings Limited.
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(b) Entering into of the Contractual Arrangements

On 1 July 2016, Dongguan Ruixing and other parties entered into various agreements which
constitute the Contractual Arrangements with our Consolidated Affiliated Entities, under which all
economic benefits arising from the business of our Consolidated Affiliated Entities are transferred to
Dongguan Ruixing to the extent permitted under the PRC laws and regulations by means of service
fees payable by our Consolidated Affiliated Entities to Dongguan Ruixing. Please refer to the section
headed “Contractual Arrangements” in this prospectus for further details of the Contractual
Arrangements.

(c) Capitalisation Issue prior to the Global Offering

Conditional upon the share premium account of our Company having sufficient balance, or
otherwise being credited as a result of the issue of the Offer Shares by our Company pursuant to the
Global Offering, our Company will allot and issue a total of 1,499,922,000 Shares credited as fully
paid at par to the persons whose names appear on the register of members of our Company at the close
of business on 25 January 2017 (as nearly as possible without involving fractions) by way of
capitalisation of such sum standing to the credit of the share premium account of our Company.

PRC LEGAL COMPLIANCE

The investments of our ultimate Shareholders, namely Mr. Liu and Ms. Li, in their respective
overseas special purpose vehicles, namely Bright Education Holdings and Bright Education
Investment, were subject to foreign exchange registration requirements in the PRC. As advised by our
PRC Legal Adviser, as at the Latest Practicable Date, Mr. Liu and Ms. Li have completed their foreign
exchange registrations in respect of such investments.

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

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

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

Our educational objectives are “to serve the society with honesty and integrity through our
services” and “to cultivate talents with a warm and loving heart” (U%ﬂi/bﬁlﬁ%ﬁ@, UF;’&%'E‘%%}\T).
As an educational service provider, we believe we are entrusted to nurture the future of our society,
and we therefore seek to provide our educational services in a manner consistent with the values and
attitudes in which we believe. Our schools have received various awards in Guangdong province and
in China, such as “Outstanding Private School in Dongguan” awarded by Dongguan Private
Education Association in 2014, “Top 100 Education and Research Institution for Primary and
Secondary Education in China” awarded by National Association of Primary and Secondary
Education in 2013 and “Featured School for Traditional Sports in Guangdong (track and field)”
awarded by the Sports Bureau and Department of Education of Guangdong Province in 2013.

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

We experienced stable growth during the Track Record Period in terms of student enrolment,
teachers employed and revenue. From the year ended 31 August 2014 to the year ended 31 August
2016, our total revenue increased at a CAGR of approximately 15.8%. The table below sets forth
certain information with respect to our growth.
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As of 1 September

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

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

Total revenue 450.9 568.7 700.7

OUR STRENGTHS

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

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

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

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

Year of Student Enrolment as of 1 September

School Establishment 2013 2014 2015 2016
South China

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

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

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

Strong reputation for student performance and high quality PRC curriculum programmes

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

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

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

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

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

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

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

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

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

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

Committed and stable management team

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

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

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

OUR STRATEGIES
We intend to pursue the following business strategies:

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

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

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

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

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

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

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

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

- 137 -



BUSINESS

Enhance profitability by optimizing pricing strategies and increasing revenue sources

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

Continually adapt to changing educational preferences in target markets

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

OUR EDUCATIONAL PHILOSOPHY

Our educational objectives are “to serve the society with honesty and integrity through our
services” and “to cultivate talents with a warm and loving heart” (PAROIRIEAL &, DI LEEH A
Z)”. To achieve our objectives, we have established the following educational philosophy: enhance
morality and foster talents; nurture worthy and capable, sincere and upright graduates (& R /7 1E, 37
511 N\). As an educational service provider, we seek to provide our educational services in a manner
consistent with the values and attitudes in which we believe. We established a Love & Care
Foundation to offer financial assistance to students whose families are in difficulties, provide annual
scholarships to students from low-income families and organized a successful fundraising event to
help one of our teachers fight cancer.
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With the aim of facilitating the well-rounded development of our students, we offer a
wide-range of school-based elective courses, including courses for sports, art, music and Chinese
culture. In order to emphasize the moral aspects of our education, we encourage our students to
participate in a variety of social services, including serving the elderly, volunteering in local
communities and donating to Sichuan earthquake relief initiatives. We also organize free summer
camps for children from under-privileged regions in China. We consistently seek to reward positive
behavior and foster our students’ capability for moral reasoning. In our annual “Inspirational Students
Award” event, we reward students who have demonstrated outstanding moral character and
personalities. In addition, we believe our teachers have acted as positive role models to our students.
For instance, one of our teachers donated his entire annual salary to under-privileged children in
Western China to support their educational programmes.

OUR SCHOOLS

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

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

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

Preparatory School

As of the Latest Practicable Date, we entered into cooperation agreements with the local
government of Guang’an, Sichuan province and the local government of Yunfu, Guangdong province,
respectively, to establish a new school in each of these cities, and entered into a framework agreement
with the local government of Dinghu District, Zhaoqing, Guangdong province for the potential
cooperation between the parties for the establishment of a new school in Zhaoqing. We also intend
to engage in discussions with the local government authorities of various cities in Guangdong,
Shandong and Sichuan provinces to explore the possibility of establishing a new school in each city.
In addition, in February 2016, we entered into a memorandum of understanding with Dewey College,
an independent high school subject to inspection by the Ontario Ministry of Education, Canada, with
respect to the parties’ proposed cooperation in establishing a private school in Canada, offering
secondary and pre-university education, as well as other proposed cooperation in other areas of
international education. Please refer to “— Development of New Schools” below for further details of
our plans for the development of new schools.
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The following map sets forth the geographical location of our schools as of the Latest
Practicable Date, as well as our school under construction and the proposed location for our schools
in the PRC to be built in the future:

] Pearl River Delta economic zone
Guangdong province, Guangxi province,
Hainan province, Jiangxi province,

Fujian province, Guizhou province,
‘Yunnan province and Hunan province

] Northeast Three
Provinces economic zone
Liaoning province, Jilin province and
Heilongjiang province

71 Bohai Economic
Rim economic zone
Beijing municipality city,
Tianjin municipality city,
Hebei province, Shandong province and
Eastern Inner Mongolia province

] West Delta economic zone
Sichuan province, Shaanxi province and
Chongging municipality city

[ Yangtze River Delta
economic zone
Shanghai province, Zhejiang province and
Jiangsu province

Location of schools in operation

A Target location for potential new
schools

Each of our schools offers a PRC curriculum programme that is tailored to, among other things,
the learning patterns and interests of the student body of the respective school, as well as the cultural
and social characteristics of the city in which the school operates. We also offer international
programmes at two of our schools. All of our schools are boarding schools with on-campus
dormitories.

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

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

Student Enrolment Capacity for Students” School Utilisation Rate (%)
as of 1 September as of 1 September as of 1 September
School 2013% 2014Y 20159 2016 2013% 2014® 20159 2016 2013% 20147 2015“ 2016
Dongguan Guangming
School®
High school 3362 2908 2,744 2656 3394 2954 2760 2852 991 984 994 931
Middle school 7,160 7421 7588 7780 7,068 7424 7680 7,792 999 1000 988 998
International programme 58 87 85 74 68 88 92 100 8.3 989 924 740
Subtotal 10,580 10,416 10417 10,510 10,630 10466 10,532 10,744 995 995 989 978
Dongguan Guangming
Primary School 4367 5,130 5959 5973 4858 5496 6,002 6000 899 933 983 986
Dongguan Guangzheng
Preparatory School
High school 1,576 2,260 3,187 3,684 3856 3416 4040 4024 409 662 789 916
Middle school L3 1523 1942 2319 1,296 1592 1952 2416 859 957 995  96.0
Primary school 1314 1885 2421 2818 1336 1926 2822 2986 984 979 858 944
International programme 148 152 218 273 208 208 224 280 T2 731 913 915
Subtotal 4151 5820 7,768 9,094 6,696 7142 9,038 9706 620 815 859 937

Huizhou Guangzheng
Preparatory School

High school -3 903 1,393 - 64 1312 1418 - 96 688 982
Middle school 166 459 914 1423 576 624 1208 1456 288 736 15T 917
Primary school 90 358 683 1,087 368 679 945 LI5S0 245 527 23 945
Subtotal 256 1,189 2,500 3,903 044 1927 3465 4024 2.1 617 722 970
Panjin Guangzheng

Preparatory School
Middle school - 81 304 601 - 48 448 868 - 181 679 692
Primary school - 201 69 989 - 240 1,007 998 - 88 01 91
Subtotal - 282 1,000 1,590 - 688 1455 1,866 - 410 687 852
Weifang Guangzheng

Preparatory School
Middle school - - - 386 - - - M - - - 985
Primary School - - - 3 - - - 360 - - - 92
Subtotal - - - 718 - - -9 - - - 955
Total 19354 22,837 27,644 31,788 23,128 25719 30,552 33,152 837 890 905 959
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Notes:

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

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

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

Educational Programmes and Curriculum

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

PRC Curriculum Programmes

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

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

International Programmes

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

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

Student Placement

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

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

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

Counsellors

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

Management of Schools

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

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

Government Support and Grants

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

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

Tuition and Boarding Fees

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

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

school school school school
year year year year
(RMB) (RMB) (RMB) (RMB)
Dongguan Guangming School
High school 18,700- 23,000- 23,000- 25,600-
21,200 25,200 25,200 38,600
Middle school 17,100- 21,000- 21,000- 23.600-
19,800 23,200 23,200 27,600
International programmes 92,600 92,600 92,600 92,600
Dongguan Guangming Primary 14,200- 15,040- 15,040- 18,180-
School 18,600 21,000 21,000 24,400
Dongguan Guangzheng
Preparatory School
High school 20,000 20,400- 20,400- 22,800-
22,400 22,400 33,800
Middle school 18,000 18,000- 18,000- 19,800-
19,400 19,400 23,000
Primary school 16,000 16,400- 16,400- 16,600-
18,000 18,000 21,200
International programmes 36,200- 50,600- 50,600- 50,600-
52,000 88,600 88,600 88,600
Huizhou Guangzheng Preparatory
School
High school - 23,000 23,000 23,000-
25,600
Middle school 18,000 18,000 18,000 18,000-
20,600
Primary school 18,200 18,200 18,200 18,200-
20,800
Panjin Guangzheng Preparatory
School
Middle school - 18,000 18,000 18,000
Primary school - 13,000- 13,000- 13,000-
14,200 14,200 14,200
Weifang Guangzheng Preparatory
School
Middle school - - - 13,000
Primary school - - - 11,000

Notes:

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

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

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

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

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

School year
2013/2014 2014/2015 2015/2016

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

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

Ancillary Services

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

Canteens

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

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

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

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

Medical Rooms

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

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

Other Services

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

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

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

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

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

International Programmes

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

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

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

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

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

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

Dongguan Guangzheng Preparatory School

We acquired H.S. Kama International School (H5E % i K 55 B5£24%) in August 2013 and
changed its name to Dongguan Guangzheng Preparatory School. The school is located in Dongguan,
Guangdong province and offers both PRC curriculum programmes and international programmes. As
of 1 September 2016, the school had a total student enrolment of 9,094 students, comprising of 3,684
high school students, 2,319 middle school students, 2,818 primary school students and 273 students
in the international programmes and employed 550 teachers.

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

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

International Programme

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

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

Huizhou Guangzheng Preparatory School

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

Panjin Guangzheng Preparatory School

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

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

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

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

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

Weifang Guangzheng Preparatory School

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

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

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

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

New Schools in the PRC

Intended
allocation of
Intended Estimated net proceeds
school maximum  Estimated from the
commencement capacity for total capital Costs Intended Global
School Status date students”) expenditure incurred® source of funds Offering
(RMB’000)  (RMB’000) (HK$’000)
Guang’an Entered into a | September 9,280 439,800 170,000 Self-owned 266,289
Guangzheng cooperation 2017 capital and/or
Preparatory agreement with the proceeds from
School local government the Global
in May 2016 Offering
Yunfu Guangzheng  Entered into a 1 September 10,680 522,000 Nil Self-owned 327497
Preparatory cooperation 2017 capital and/or
School agreement with the proceeds from
local government the Global
in July 2016 Offering
Notes:

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

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

(3) In addition to the cooperation agreements with the relevant local governmental authorities for the proposed
establishment of Guang’an Guangzheng Preparatory School and Yunfu Guangzheng Preparatory School, we have also
entered into a framework agreement with the local government for the potential establishment of a new school in
Zhaoqing. The above table does not include information of this proposed new school as the details thereof will be
subject to the parties’ further discussion if we proceed with the establishment of this school.
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New School in Canada

Intended
allocation of
Intended net proceeds
school Target  Estimated from the
commencement student total capital Costs Intended source Global
School Status date enrolment” expenditure  incurred® of funds Offering
(CAD’000) (USD) (HK$’000)
Dewey College Business proposal 1 September 500-600 2,000 Approximately Self-owned 11,736
(secondary submitted 2017 55,000  capital and/or
school) proceeds from
the Global
Offering
Notes:

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

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

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

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

Guang’an Guangzheng Preparatory School

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

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

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

Target maximum 9,280 students.
capacity®

Notes:

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

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

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

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

Yunfu Guangzheng Preparatory School

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

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

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

all the real estate properties of the school.

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

Target maximum 10,680 students.
capacity®
Notes:

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

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

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

Zhaoqing Guangming Preparatory School

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

Dewey College (secondary school)

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

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

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

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

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

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

. Change of status to for-profit school

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

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

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

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

. Operating profits or reasonable return

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

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

. Contractual Arrangements

Our PRC Legal Adviser has advised us that, the Decision has no material impact on the
Contractual Arrangements and that the Contractual Arrangements will remain legal and
effective (including the payment of fees pursuant thereunder) after the Decision becomes
effective, if the Regulation on Operating Sino-foreign Schools of the PRC ( {13 A &I [E]
HAMGAEHELARGI]) ) (the “Sino-foreign Schools Regulation™), the Foreign Investment
Industries Guidance Catalog (Amended in 2015) ( <IMRi#% & 48 H Bk (20154F1&FT)) (the
“Guidance Catalog”) and other relevant PRC laws remain unchanged by then, because (i) the
Sino-foreign Schools Regulation and the Guidance Catalog still prohibit foreign ownership of
primary and middle schools in the PRC and restrict the operation of high schools to sino-foreign
cooperation; and (ii) the Decision does not prohibit the Contractual Arrangements in relation to
schools operating in the PRC, and does not prohibit the payment of service fees by private
schools operating in the PRC to their service providers, including the payment of fees pursuant
to the Contractual Arrangements.
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Potential risks and impact of the Decision on us

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

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

OUR STUDENTS AND STUDENT RECRUITMENT

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

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

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

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

OUR TEACHERS AND TEACHER RECRUITMENT

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

1 September

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

School 239 268 321 311
Dongguan Guangzheng Preparatory

School 280 366 464 550
Huizhou Guangzheng Preparatory

School 21 84 190 299
Panjin Guangzheng Preparatory

School - 36 85 136
Weifang Guangzheng Preparatory

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

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

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

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

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

COMPETITION

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

We believe our principal competitive advantages include:

. the reputation of our educational group and our schools;

. our extensive operating experience and replicable business model;

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

. the academic performance of our students;

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

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

. the ability to rapidly evolve and expand;

o students’ and parents’ satisfaction; and

. the quality of our teachers.

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

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

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

as of the dates indicated:

As of 1 September

Types of Employees 2013 2014 2015 2016
Executive Directors and senior

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

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

CUSTOMERS AND SUPPLIERS

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

Our suppliers primarily comprise of food, educational services and educational material
suppliers. For the years ended 31 August 2014, 2015 and 2016, purchases from our five largest
suppliers amounted to RMB22.3 million, RMB29.9 and RMB30.5 million, respectively, representing
9.3%, 10.3% and 8.2% of the cost of revenue, respectively. During the same periods, purchases from
our largest supplier, HFETEEEHAMR/AF (Dongguan Yingwei Foods Company Limited),
amounted to RMB10.9 million, RMB12.0 million and RMB113.2 million, respectively. Three of our
five largest suppliers during the Track Record Period are related parties of our Group for accounting
purposes, namely H5E T & B & dh AL Ho0 (Dongguan Yingwei Foods Co. Ltd.) and H5ETT R~
B EMAE]E (Dongguan Houjie Chang Ying Food Store) which are controlled by Mr. SP Liu (being
the father of Mr. Liu) and e JEH & # R 25 (Dongguan Houjie Yingfa Grocery Store) which is
controlled by a close family member of Mr. Liu. For the years ended 31 August 2014, 2015 and 2016,
purchases from these three suppliers in aggregate amounted to RMB13.9 million, RMB16.9 million
and RMB22.7 million, respectively. As of the Latest Practicable Date, we intended to discontinue the
aforesaid related party transactions prior to Listing. Please refer to “Financial Information — Related
Party Transactions” and note 36 to the Accountants’ Report in Appendix I to this prospectus for
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further details. None of our Directors, their respective close associates, or any Shareholder who, to
the knowledge of our Directors, owns more than 5% of our issued capital, had any interest in any of
our five largest suppliers during the Track Record Period and up to the Latest Practicable Date.

INTELLECTUAL PROPERTY

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

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

AWARDS AND RECOGNITIONS

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

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

the awards and accolades we have received:

Comprehensive Awards

Year Award/Accreditation Awarding Organization Awarded Entity

2014 Outstanding Private School in Dongguan Private Education Dongguan Guangming School
Dongguan (F5E 75 RIFELD) Association (FRZET FHHEEE WD)

2014 Leading Private School in Dongguan Dongguan Private Education Dongguan Guangming School
CREET T LA ) Association CRZETT RIFAE €

2006 First-tier School in Dongguan Dongguan Education Bureau Dongguan Guangming

(RZETT—$HEEAL)

Academic Awards

(REETTHF )

Primary School

Year Award/Accreditation Awarding Organization Awarded Entity

2014 Model School for Standardized Department of Education of Guangdong  Dongguan Guangming
Compulsory Education in Province (B HE ) Primary School
Guangdong Province (BB R Dongguan Guangming School
B 2ia) (middle school section)

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

Writing Standardization in Dongguan

CRSEMT & TR LR R

Education Bureau (RZEish 5 X F L
FZEG  RETHER)
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Year

2013

2013

2010

2008

2006

2006

Award/Accreditation

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

(BB NELBCR LT 7 R B

Model School for Language and
Writing Standardization in
Guangdong Province

(BRARE a5 SRR #RD)

Leading Research Institution for
Research Projects by the Ministry of
Education

(B TR J S B

Top 100 School in Education and
Research in China (% B ERHFE
HRELEL)

Experimental School for China’s
Fundamental Education Network

(R B LB AR TR

Experimental School for Advanced
Education Technology (BfCEH 11l
HHELAL)

Awarding Organization

National Association of Primary and
Secondary Education (25 H/NE 2
HEE)

Language Commission, Department of
Education of Guangdong Province
(RAREHARE - OG5 7 TAE
ZA®)

Chinese Education Expert Association,
National Secondary School Education
and Research Consortium (ZH#F
i%ié@‘%@*%ﬁﬁﬂﬁ%%
IS

)

Chinese Education Expert Association,
National Primary and Secondary
School Consortium of Education and
Research
(ERATEZXZAE - REP/NEY
AR5 1)

China Fundamental Education Website

(TR EH)

Department of Education of Guangdong
Province

(ERALER)

Sports, Art and Chinese Culture Education Awards

Year

2015

2013

2011

2009

Award/Accreditation

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

Featured School for Traditional Sports
in Guangdong (track and field) (R
HEEEAHA 2K (115))

Youth Basketball Training Base for
Guangdong

(BORE B DA IR )

Sports-specialty Students Training Base
for Tsinghua University (7 #EAELHE
BHHRA R )

Awarding Organization

China School Sports Federation,
Basketball Branch ("B EVEHE
i e G BR )

Sports Bureau of Guangdong Province

(EREMTR)

Department of Education
of Guangdong Province

(ERALTH)

Sports Bureau of Guangdong Province

(ERAEMTR)

Sports Department, Tsinghua University
(HHEREE T )

- 163 -
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Dongguan Guangming
Primary School

Dongguan Guangming
Primary School

Dongguan Guangming School

Dongguan Guangming School

Dongguan Guangming School

Dongguan Guangming School

Awarded Entity

Dongguan Guangming School

Dongguan Guangzheng
Preparatory School

Dongguan Guangming School

Dongguan Guangming School
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Year Award/Accreditation

2008 Training Base for Arts-Specialty
Students in China (¥ B2l A 18
75 Bl )

2008 Leading School for Calligraphy

Education in Guangdong (B ARE
AR

Moral Education Awards

Year Award/Accreditation

2013 Dongguan Model School for Moral
Education (35 M B R #i# )

2012 Dongguan Model School for Moral
Education (UM EE R#EEK)

2006 National Moral Education Base for

Primary and Middle School Students
(RPN AR E A AR B S B
fif)

Campus Related Awards

Year Award/Accreditation

2016 Most Beautiful Campus in Dongguan
CREE T R LA )

PROPERTIES

Awarding Organization

Ministry of Education — Committee for
the Promotion of Art Education in
China; Ministry of Culture —
Development Foundation of Chinese
Society and Culture; Election Office
for Outstanding Specialty Students in
China; Dongguan Office for Star
Kids ((BCA ) &4 7 (e g
LR e UL B A g
B 75 5 R AR R IS B A R T
HHZEEHMAE)

Guangdong Teenage Calligraphy

Competition Organizing Committee

(BRREHFPEFENENZS)

Awarding Organization

Dongguan Education Bureau

(RETHER)

Dongguan Education Bureau

GRETHER)

The Chinese Society of Education
(TRHFES)

Awarding Organization

China News Service, Dongguan Branch

(BT B SRS S

Awarded Entity

Dongguan Guangzheng
Preparatory School

Dongguan Guangming School

Awarded Entity

Dongguan Guangzheng
Preparatory School

Dongguan Guangming School

Dongguan Guangzheng
Preparatory School

Awarded Entity

Dongguan Guangming
School

Dongguan Guangming
Primary School

Dongguan Guangzheng
Preparatory School

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

the operations of our schools.
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Owned Properties
Land
As of 31 December 2016, we owned the land use rights for 17 parcels of land with a total gross

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

No. of
Parcels
of  Gross Site Existing
Land Used by Land Area Location Use Expiry Date
(sq.m.)
Dongguan Guangming School 3 1352472 Dongguan, Guangdong Province ~Education 19 February 2053
Dongguan Guangming Primary School 7 24,1920 Dongguan, Guangdong Province ~ Education ~ N/A
Dongguan Guangzheng Preparatory School 3 193,265.3 Dongguan, Guangdong Province  Education 27 March 2055 -
19 March 2056
Huizhou Guangzheng Preparatory School 1 64,321.1 Huizhou, Guangdong Province ~ Education = N/A
Panjin Guangzheng Preparatory School 2 206,340.7 Panjin, Liaoning Province Education ~ N/A
Weifang Guangzheng Preparatory School 1 104,758.0 Weifang, Shandong Province Education ~ N/A
Total 17 728,124.2

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

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

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

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

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

and § units 535,914.7

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

Building ownership certificates

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

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

Affected total gross floor area (sq.m.)

Certificate

for passing

Planning Construction environmental

certificate permit assessments

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

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

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

Leased Properties

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

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

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

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

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

Indemnity from our Controlling Shareholders

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

INSURANCE

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

Licences and Permits

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

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

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

Holder

Dongguan Guangming
School

Dongguan Guangming
Primary School

Dongguan Guangzheng
Preparatory School

Huizhou Guangzheng
Preparatory School

Panjin Guangzheng
Preparatory School

Weifang Guangzheng
Preparatory School

Licence/Permit

Private school
operating licence'"

Registration certificate for
private non-enterprise
entities

Private school
operating licence

Registration certificate for
private non-enterprise
entities

Private school
operating licence'"

Registration certificate for
private non-enterprise
entities

Private school
operating licence

Registration certificate for
private non-enterprise
entities

Private school
operating licence

Registration certificate for
private non-enterprise
entities

Private school
operating licence

Registration certificate for
private non-enterprise
entities

Granting authority Grant date

Dongguan Education
Bureau

1 January 2014

Dongguan Civil 1 December 2016

Affairs Bureau

Dongguan Education
Bureau

1 January 2014

Dongguan Civil 1 December 2016

Affairs Bureau

Dongguan Education
Bureau

1 January 2017

Dongguan Civil 1 December 2016

Affairs Bureau

Huizhou Education
Bureau

6 May 2015

Huizhou Civil
Affairs Bureau

17 December 2015

Panjin Education 27 November 2014

Bureau

Panjin Xinglongtai 14 October 2016
Civil Affairs

Bureau

Weifang Weicheng 15 June 2016
District Education

Bureau

Weifang Civil Affairs 28 July 2015
Bureau
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31 December 2019

30 November 2020

31 December 2019

30 November 2020

31 December 2022

30 November 2020

5 May 2019

6 May 2019

November 2017

14 October 2018

14 June 2019

27 July 2020
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Notes:

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

HEALTH AND SAFETY MATTERS

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

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

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

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

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

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

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

(A) Background

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

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

Corresponding
Corporate Account

1. Mr Liu
Guangdong
Guangzheng

2. Ms. Li
Dongguan Guangming
School

3. Ms. Li
Dongguan Guangming
School

4. Ms. Li
Dongguan Guangming
School

5. Ms. Li
Dongguan Guangming
School

6. Ms. Li
Dongguan Guangzheng
Preparatory School

Name of Bank

Industrial and
Commercial Bank
of China, Dongguan
branch, Hou Street
sub-branch

Bank of China,
Guang Da branch

Industrial and
Commercial Bank
of China, Jing Hu
branch

Dongguan Rural
Commercial Bank,
Dongcheng District
Guangming office

Dongguan Rural
Commercial Bank,
Dongcheng District
Guangming office

Bank of China,
Guang Da branch

Opening
Date

5 May 2008

16 November
2009

Prior to
August
2012

29 June 2013

29 June 2013

2 August
2013
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Cessation
Date

4 March
2014

23 August
2014

31 August
2015

1 June 2016

1 June 2016

31 January
2015

Primary Use

Making intercompany transfers

Deposits of cash generated from
students’ pre-payments for the
on-campus canteen; Making
payments for operating
expenses of the on-campus
canteen

Making payments for operating
expenses of the school

Deposits of cash generated from
students’ pre-payments for the
on-campus canteen; Making
payments for operating
expenses of the on-campus
canteen

Making small payments for the
on-campus canteen

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

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

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

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

- 178 -



BUSINESS

(B) Internal control measures for the Personal Bank Accounts and personnel involved

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

(E) Transactions under the Arrangements

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

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

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

(G) Legal consequence of the Arrangements

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

»  according to the Company Law of the PRC (/A F]#), companies cannot establish any

account book in addition to those required by law and no account can be opened in the
name of any individual for keeping company’s assets. However, no legal consequence of
such breach was provided by the Company Law of the PRC; and

. according to the Law on Commercial Banks of the PRC (P2£4#R171%), if a personal bank
account is opened for the funds of an entity, the People’s Bank of China may impose
penalties on the user of the personal bank account, including confiscation of any illegal
income, a fine of one to five times of the illegal income if the illegal income amounts to
RMB50,000 or more, or a fine ranging between RMB50,000 to RMB500,000 if the illegal
income is less than RMB50,000.

Our Directors confirmed that our prior use of the Arrangements and the parties concerned did
not involve any illegal income. As of the Latest Practicable Date, no fine or other penalties had been
imposed by the relevant government authorities with respect to our prior use of the Arrangements.
Our PRC Legal Adviser has advised us that for the prior use of the Arrangements, we may be subject
to the aforementioned penalties according to the Law on Commercial Banks of the PRC (P 3£48R1T
%), however, the relevant penalties, if any, will not have a material impact on our business and
financial condition as a whole. For further details about risks associated with the Arrangements,
please refer to “Risk Factors — Risks Relating to Our Business and Our Industry — We used personal
bank accounts for the settlement of corporate funds, which may subject us to penalties”. Based on the
fact that we have ceased the use of all Personal Bank Accounts as of 1 June 2016 and taking into
account of our PRC Legal Adviser’s advice, our Directors are of the view that the prior use of the
Arrangements did not have and will not have a material adverse effect on our business operations or
financial conditions as a whole.

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

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

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

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

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

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

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

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

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

INTERNAL CONTROL AND RISK MANAGEMENT

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

Set out below is a summary of the key recommendations from the Internal Control Consultant

and the corrective actions adopted by us to prevent future occurrence of the non-compliance
incidents:
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Compliance with social insurance and housing provident fund contributions
requirements in the PRC

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

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

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

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

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

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

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

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

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

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

Risk Management

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

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

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

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

. we have made arrangements with banks to ensure that we are able to obtain credits to
support our business operation and expansion.
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You should read the following discussion in conjunction with the consolidated financial
statements included in the Accountants’ Report and the notes thereto included in Appendix I to
this prospectus and the selected historical financial information and operating data included
elsewhere in this prospectus. The consolidated financial statements have been prepared in
accordance with IFRS.

Our historical results do not necessarily indicate results expected for any future periods.
The following discussion and analysis contains forward-looking statements that involve risks
and uncertainties. Our actual results may differ from those anticipated in these forward-looking
statements as a result of any number of factors, including those set out in “Forward-looking
Statements” and “Risk Factors” in this prospectus.

During the Track Record Period, we recorded imputed interest income on advances to
Cinese Group and other related parties and incurred interest-bearing bank borrowings and
interest expenses to fund such advances. We do not expect to recognise such imputed interest
income or incur such bank borrowings or interest expenses following the Listing. Please refer
to “— Imputed Interest Income and Related Interest Expenses” below for further details.

OVERVIEW

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

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

Our educational objectives are “to serve the society with honesty and integrity through our
services” and “to cultivate talents with a warm and loving heart” (AR O IR 418, DA E AA).
As an educational service provider, we believe we are entrusted to nurture the future of our society,
and we therefore seek to provide our educational services in a manner consistent with the values and
attitudes in which we believe. Our schools have received various awards in Guangdong province and
in China, such as “Outstanding Private School in Dongguan” awarded by Dongguan Private
Education Association in 2014, “Top 100 Education and Research Institution for Primary and
Secondary Education in China” awarded by National Association of Primary and Secondary
Education in 2013 and “Featured School for Traditional Sports in Guangdong (track and field)”
awarded by the Sports Bureau and Department of Education of Guangdong Province in 2013.

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

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

As of 1 September

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

SELECTED HISTORICAL CONSOLIDATED FINANCIAL INFORMATION

The selected financial information set forth below is derived from the Accountants’ Report set
out in Appendix I to this prospectus and should be read in conjunction with the Accountants’ Report
set out in Appendix I to this prospectus, the operating data included elsewhere in this prospectus and
“— Management’s Discussion and Analysis of Financial Condition and Results of Operations” below.

The following table presents a summary of our consolidated statements of profit and loss and
other comprehensive income for the years ended 31 August 2014, 2015 and 2016:

Consolidated Statements of Profit and Loss and Other Comprehensive Income

Year ended 31 August
2014 2015 2016
(RMB’000) (RMB’000) (RMB’000)

Revenue 450,913 568,715 700,741
Cost of revenue (239,717) (289,194) (370,352)
Gross profit 211,196 279,521 330,389
Other income 7,007 6,858 7,499
Other gains and losses 176 (1,260) (6,201)
Selling expenses (6,289) (7,513) (13,271)
Administrative expenses (72,150) (76,114) (93,945)
Listing expenses - - (24,401)
Finance income 46,316 117,600 64,105
Finance costs (73,987) (106,750) (69,640)
Profit before taxation 112,269 212,342 194,535
Taxation (21,360) (30,045) (40,172)
Profit and total comprehensive income for the year 90,909 182,297 154,363

Attributable to:

Owners of the Company 90,917 182,305 154,367
Non-controlling interests () (8) 4)
90,909 182,297 154,363
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The following table presents a summary of our consolidated statements of financial position as
of 31 August 2014, 2015 and 2016:

Consolidated Statements of Financial Position

Our Group

At 31 August
2014 2015 2016
(RMB’000) (RMB’000) (RMB’000)

NON-CURRENT ASSETS

Property, plant and equipment 925,194 1,006,912 1,344,405
Prepaid lease payments 218,308 213,055 226,324
Investment properties 17,500 18,100 19,700
Amounts due from related parties 1,074,930 99,220 —
Deposits 90,271 95,380 -
Deferred tax assets 666 677 2,775

Prepayments for construction to a related company - 170,000

2,326,869 1,433,344 1,763,204

CURRENT ASSETS

Inventories — goods for sale 1,591 1,978 4,522
Deposits, prepayments and other receivables 51,952 25,761 30,416
Amounts due from related parties 287,537 1,486,418 550,830
Prepaid lease payments 5,253 5,253 5,698
Bank balances and cash 13,071 12,229 103,705

359,404 1,531,639 695,171

CURRENT LIABILITIES

Deferred revenue 224817 285,146 365,005
Trade payables 14,362 25,185 39,936
Other payables and accrued expenses 286,552 203,971 207,549
Amounts due to related parties 336,908 432,838 339,788
Income tax payable 38,583 61,210 58,218
Borrowings 141,362 537,849 142,279

1,042,584 1,546,199 1,152,775

NET CURRENT ASSETS (LIABILITIES) (683,180) (14,560) (457,604)

TOTAL ASSETS LESS CURRENT LIABILITIES 1,643,689 1,418,784 1,305,600

CAPITAL AND RESERVES

Share capital/paid-in capital 83,400 83,400 -
Reserves 427,232 592,076 830,775
Equity attributable to owners of the Company 510,632 675,476 830,775
Non-controlling interests (217) (225) -

510,415 675,251 830,775

NON-CURRENT LIABILITIES
Borrowings 1,128,638 737,651 465,421
Deferred tax liabilities 4,636 5,882 9,404

1,133,274 743,533 474,825

1,643,689 1,418,784 1,305,600
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The following table sets forth a summary of our consolidated statements of cash flows for the
years ended 31 August 2014, 2015 and 2016:

Consolidated Statements of Cash Flows

Year ended 31 August
2014 2015 2016
(RMB’000) (RMB’000) (RMB’000)

Net cash from operating activities 241,100 319,148 337,612
Net cash (used in) from investing activities (909,972) (308,769) 251,066
Net cash from (used in) financing activities 648,035 (11,221) (497,202)
Net (decrease) increase in cash and cash

equivalents (20,837) (842) 91,476
Cash and cash equivalents at beginning of the year 33,908 13,071 12,229
Cash and cash equivalents at the end of the year 13,071 12,229 103,705

MANAGEMENT’S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION
AND RESULTS OF OPERATIONS

You should read the following discussion and analysis in conjunction with the Accountants’
Report set out in Appendix I to this prospectus and the operating data included elsewhere in this
prospectus.

BASIS OF PRESENTATION

Due to regulatory restrictions on foreign ownership of our schools in China, we conduct a
substantial portion of our business through our Consolidated Affiliated Entities. We do not hold any
equity interests in our Consolidated Affiliated Entities. A wholly-owned subsidiary of our Company,
Dongguan Ruixing, has entered into Contractual Arrangements with Guangdong Guangzheng and its
equity holders, which became effective on 1 July 2016. As a result of the Contractual Arrangements,
we effectively control our Consolidated Affiliated Entities and are able to receive substantially all of
their economic interest returns. Consequently, we regard the Consolidated Affiliated Entities as
indirect subsidiaries. We have consolidated the financial position and results of the Consolidated
Affiliated Entities into our financial statements during the Track Record Period. Please refer to
“Contractual Arrangements” of this prospectus and the significant accounting policies set out in the
Accountants’ Report included in Appendix I to this prospectus for further details. Our Directors are
satisfied that our Group will have sufficient financial resources to meet its financial obligations as
they fall due in the foreseeable future by taking into account our cash flow projection, repayment of
advance from related parties, unutilised bank facilities and our future capital expenditure in respect
of its non-cancellable capital commitments. Our Directors consider that we have sufficient working
capital to meet in full our financial obligations as they fall due for at least the next twelve months
from the end of the reporting period and accordingly, our financial statements have been prepared on
a going concern basis.
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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

Our business has benefited from the increasing demand for private education in China. Demand
for private education in China is a function of a number of factors, including the level of economic
development and changes in demographics. The overall economic growth and the increase in per
capita disposable income have increased the level of per capita expenditure of urban households on
education services in China, which increased at a CAGR of 7.1% from 2012 to 2015, according to
the Frost & Sullivan Report. In addition, demand for private education has increased along with the
growth in urban population in China. According to the Frost & Sullivan Report, the total number of
students enrolled in the PRC private primary and secondary schools increased from 12.8 million in
2012 to 14.7 million in 2015, representing a CAGR of approximately 4.7%. From the year ended 31
August 2014 to the year ended 31 August 2016, our total revenue increased at a CAGR of
approximately 15.8%. China’s family planning policy was further relaxed in October 2015, and the
related laws and regulations are expected to be further amended accordingly to allow almost all
families to have two children, which may lead to a faster growth rate in urban populations in China,
according to the Frost & Sullivan Report. Therefore, we anticipate the demand for high quality
private education in China to continue to increase.

We are strategically expanding our school network to capitalise on the increasing demand for
private education in China. As of the Latest Practicable Date, we had established schools in three of
the five major economic zones, namely, the Pearl River Delta economic zone, the Northeast Three
Provinces economic zone and the Bohai Economic Rim economic zone. As one of our development
strategies, we intend to continue to strengthen our leading position in the Pearl River Delta economic
zone with a focus on Guangdong province and intend to expand into the West Delta economic zone.
We have entered into cooperation agreements with the local government of Guang’an, Sichuan
province and the local government of Yunfu, Guangdong province, respectively, to establish a new
school in each of these cities, and have entered into a framework agreement with the local
government of Dinghu District, Zhaoqing, Guangdong province for the potential cooperation between
the parties for the establishment of a new school in Zhaoqging. We also intend to engage in discussions
with the local government authorities of various cities in Guangdong, Shandong and Sichuan
provinces to explore the possibility of establishing a new school in each city. In addition, we entered
into a memorandum of understanding with Dewey College with respect to the parties’ potential
cooperation on the development of a new school overseas. Please refer to “Business — Development
of New Schools” of this prospectus for further details.

Student Enrolment Levels

Our revenue largely depends on the number of students enrolled in our schools, which affects
the amount of tuition fees, boarding fees and fees from ancillary services we collect from our
students. As of 1 September 2013, 2014, 2015 and 2016, the total number of students enrolled in our
schools amounted to approximately 19,354, 22,837, 27,644 and 31,788, respectively, growing at a
CAGR of 13.2% from 2013 to 2016. Our student enrolment level depends on a number of factors, in
particular, the reputation of our schools, which is mainly driven by the quality of education we
provide, our tuition levels and our capacity. The quality of education we provide is mainly reflected
by the placement of our graduates, the well-rounded development of our students, the curriculum
offered at our schools and our school facilities. We believe our proven track record in these aspects
will continue to help us attract students who seek premium private education. Moreover, the quality
of our teachers is also a major factor that has in the past played, and will continue to play, an
important role in the success of our schools. Accordingly, we provide competitive compensation to
attract and retain high quality teachers, maintain continuous training programmes and enforce
stringent teacher evaluation systems to maintain and improve our teachers’ performances, which we
believe will have a positive impact on student enrolment levels at our schools.
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Tuition and Boarding Fees

Our results of operations are affected by the level of tuition and boarding fees we charge. We
charged tuition and boarding fees ranging between RMB 14,200 and RMB21,200 per student for the
2013/2014 school year, between RMB13,000 and RMB25,200 per student for the 2014/2015 and
between RMB13,000 and RMB25,200 for the 2015/2016 school years for our PRC curriculum
programmes. For our international programmes, we charged tuition and boarding fees ranging
between RMB36,200 and RMB92,600 per student for the 2013/2014, 2014/2015 and 2015/2016
school years.

During the Track Record Period, the tuition and boarding fees we charge per school year
increased from RMB21,000-RMB21,400 to RMB23,200 per middle school student and from
RMB23,000-RMB23,100 to RMB25,200 per high school student for newly admitted students of
Dongguan Guangming School, and the tuition and boarding fees we charge per school year increased
from RMB15,000 to RMB16,000-RMB18,000 per primary school student, from RMB17,000 to
RMB18,000-RMB 19,400 per middle school student and from RMB17,600 to RMB20,400 per high
school student at Dongguan Guangzheng Preparatory School.

There are two school terms in each school year. We usually require students to pay tuition and
boarding fees prior to the commencement of each school term. The tuition and boarding 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. While we have successfully increased tuition and boarding rates at
certain of our schools during the Track Record Period, there is no guarantee we will be able to
continue to raise tuition and boarding fees. Please refer to “Risk Factors — Risks Relating to Our
Business and Our Industry — Our business depends on our ability to maintain or raise the tuition and
boarding fee levels we charge at our schools” of this prospectus for further details. For those students
who are unable to complete a school term, we have refund policies in place. We also offer partial
tuition fee waiver to a certain percentage of our middle and high school students and discounted
tuition fee rates to children of our teachers and staff who enrol in our schools. Please refer to
“Business — Our Schools — Tuition and Boarding Fees” of this prospectus for further details.

According to the Frost & Sullivan report, tuition rates at our schools are higher than those in
the public school system in China. Historically, we have kept our tuition and boarding fees at levels
we believe are competitive as compared to our competitors in order to attract more students and
thereby, increase our student enrolment and market share. During the Track Record Period, even
though we increased our tuition rates on several occasions for certain of our schools, we believe such
increases did not adversely impact our reputation or affect our student enrolment.
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Utilisation Rate of Our Facilities

In addition to student enrolment and tuition and boarding fees, the utilisation rate of our school
facilities may also affect our revenue, gross margin and growth capacity. We incur a substantial
amount of fixed costs in relation to the operation of our business each year. If we are able to increase
the utilisation rate of our facilities, especially the utilisation rate of our schools that were established
relatively recently, we expect to improve our gross margin. As of 1 September 2013, 2014, 2015 and
2016, we had an overall facility utilisation rate of approximately 83.7%, 89.0%, 90.5% and 95.9%,
respectively, based on an aggregate capacity of 23,128, 25,719, 30,552 and 33,152, respectively, for
all of our schools. The table below sets forth the utilisation rate of each of our existing schools as
of the dates indicated:

School Utilisation Rate (%)™
as of 1 September

School 2013? 2014 20159 2016
Dongguan Guangming School 99.5 99.5 98.9 97.8
Dongguan Guangming Primary School 89.9 93.3 98.3 98.6
Dongguan Guangzheng Preparatory

School 62.0 81.5 85.9 93.7
Huizhou Guangzheng Preparatory

School 27.1 61.7 72.2 97.0
Panjin Guangzheng Preparatory School - 41.0 68.7 85.2
Weifang Guangzheng Preparatory

School - - - 95.5
Total 83.7 89.0 90.5 95.9
Notes:

(1) School utilisation rate is calculated by dividing the number of students enrolled at a school by the capacity for
students of the school. Capacity for students of a school is calculated based on the approximate number of beds
available in student dormitories according to the internal records and calculations of the school. Please refer to
“Business — Our Schools — Number of Students” of this prospectus for further details. Although we have
calculated our schools’ respective capacity based on the number of beds available, we believe the facilities at
certain of our schools may accommodate additional beds without material capital expenditure (subject to the
receipt of necessary approvals).

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

(5)  Represents the beginning of 2016/2017 school year.

Utilisation rates of our schools that were established more recently are relatively lower because
most students enrol from first grade, and student enrolment in our new schools will gradually increase
as students progress into higher grades. It usually takes a few years for a new school to increase its
utilisation rate to high levels, which is affected by various factors, including market condition,
pricing and the reputation of our schools, as well as competition in the relevant market. Our results
of operations are affected by the amount of time our new schools take to increase their utilisation rate
to a relatively high level. We added two new schools to our school network as of 1 September 2013,
namely, Dongguan Guangzheng Preparatory School, which was acquired in August 2013, and
Huizhou Guangzheng Preparatory School, which commenced operations in September 2013. Our
overall utilisation rate increased from 83.7% as of 1 September 2013 to 89.0% as of 1 September
2014, mainly due to increased student enrolment in Dongguan Guangzheng Preparatory School and
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Huizhou Guangzheng Preparatory School as they entered into the second school year operated by us.
As part of our strategy, we intend to continue to expand our existing schools and establish new
schools to increase our capacity. Please refer to the table below and “Business — Development of New
Schools” of this prospectus for further details.

As of the Latest Practicable Date, the expansion of Dongguan Guangzheng Preparatory School,
Huizhou Guangzheng Preparatory School, Panjin Guangzheng Preparatory School and Weifang
Guangzheng Preparatory School was in progress and Guang’an Guangzheng Preparatory School and
Yunfu Guangzheng Preparatory School were under construction. For illustrative purpose, the
following table sets forth the student enrolment, the existing or target capacity and the utilisation
rates of these schools as of 1 September 2016 based on the schools’ internal records and calculations,
the relevant school campus construction plans or the cooperation agreement with the relevant local
government, as the case may be:

Existing or

target

Student capacity for Utilisation

School enrolment students rate®
Dongguan Guangming School 10,510 10,744 97.8%
Dongguan Guangming Primary School 5,973 6,060 98.6%
Dongguan Guangzheng Preparatory School 9,094 15,226 59.7%
Huizhou Guangzheng Preparatory School 3,903 9,464 41.2%
Panjin Guangzheng Preparatory School 1,590 5,100 31.2%
Weifang Guangzheng Preparatory School 718 7,200 10.0%
31,788 53,794 59.1%

Guang’an Guangzheng Preparatory School - 7,8604 -
Yunfu Guangzheng Preparatory School - 7,000 -
31,788 68,654 46.3%

Notes:

(1)  The capacity for Dongguan Guangming School and Dongguan Guangming Primary School is calculated based
on the approximate number of beds available in student dormitories according to the respective school’s internal
records and calculations.

(2)  The capacity for Dongguan Guangzheng Preparatory School and Huizhou Guangzheng Preparatory School is
calculated based on the estimated number of students that the student dormitories of the respective schools were
designed to accommodate according to the relevant school campus construction plans, assuming that the
expansion had been completed accordingly as of 1 September 2016.

(3)  The capacity for Panjin Guangzheng Preparatory School, Weifang Guangzheng Preparatory School, Guang’an
Guangzheng Preparatory School and Yunfu Guangzheng Preparatory School is based on the target maximum
capacity for primary and middle school and international programme students as set forth in the cooperation
agreements with the relevant local government authorities.

(4)  The utilisation rate of each of our schools is calculated by dividing the number of students enrolled at a school
by the existing or target capacity for students of the school.
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(5) In addition to the cooperation agreements with the relevant local governmental authorities for the proposed
establishment of Guang’an Guangzheng Preparatory School and Yunfu Guangzheng Preparatory School, we
have also entered into a framework agreement with the local government for the potential establishment of a
new school in Zhaoqing. The above table does not include information of this proposed new school as the details
thereof will be subject to the parties’ further discussion if we proceed with the establishment of this school.

Teachers’ Salaries

Our profitability also depends on our ability to effectively control our costs. A significant
component of our cost of revenue is staff costs, which primarily consist of salaries and other benefits
for our teachers. We offer competitive remuneration to our teachers in order to attract and retain
high-quality teachers and maintain and improve the teaching quality of our schools. For the years
ended 31 August 2014, 2015 and 2016, salaries and other benefits for our teachers represented 28.4%,
27.0%, and 28.2% of our revenue, and 53.5%, 53.1% and 53.3% of our cost of revenue, respectively.
Our staff costs increased during the Track Record Period as a result of increased number of teachers
employed by us, as well as an increase in compensation levels. We employed approximately 1,162,
1,359, 1,666 and 1,960 teachers for our schools as of 1 September 2013, 2014, 2015 and 2016,
respectively. In March 2015, we increased teachers’ salaries at Dongguan Guangming School and
Dongguan Guangming Primary School, as part of our strategy to maintain and attract high-quality
teachers. As we continue to expand our school network and increase the capacity of our existing
schools, we will need to recruit more teachers. We may also need to increase teachers’ salaries and
other benefits from time to time to stay competitive in the labour market. As a result, our staff costs
as a percentage of revenue may increase. If we are unable to effectively manage any such increase,
our profitability and results of operations may be adversely affected. Please refer to “Risk Factors —
Our business depends on our ability to recruit and retain qualified and committed teachers and other
school personnel” of this prospectus for further details.

CRITICAL ACCOUNTING POLICIES, JUDGMENTS AND ESTIMATES

Our consolidated financial statements are prepared in accordance with the significant
accounting policies set out in the Accountants’ Report included in Appendix I to this prospectus. We
set forth below certain information with respect to those accounting policies which we believe are of
critical importance to us or involve the most critical accounting estimates and judgments used in the
preparation of our consolidated financial statements. Our estimates are based on our historical
experience and other factors that we consider to be relevant and are reviewed on an on-going basis.
However, our actual results may differ from these estimates. We have not changed our material
assumptions or estimates in the past and have not noticed any material error regarding our
assumptions or estimates. Our significant accounting policies and our accounting policies requiring
critical accounting judgment or providing key sources of estimation uncertainty are set forth in note
3 and 4 of the Accountants’ Report in Appendix I to this prospectus.

Revenue Recognition

We measure revenue at the fair value of the consideration we receive or is receivable by us. Our
revenue is reduced for estimated returns, discounts, and sales related tax. Our revenue consists of
tuition fees, boarding fees and revenue from ancillary services. Our tuition and boarding fees are
generally paid in advance at the beginning of each school semester, and we initially record such these
payments as deferred revenue. We then recognise tuition and boarding fees as revenue
proportionately over the relevant period of the applicable programme. We typically refund 90% of the
tuition fees paid if a student withdraws before the school semester starts, 70% if the student
withdraws after the school term starts but before the end of the first calendar month of the school
term, 50% if the student withdraws after the first calendar month and prior to the end of the second
calendar month of the school term, and 30% if the student withdraws after the end of the second
calendar month and prior to the end of the third calendar month of the school term. We do not offer
refund of tuition fees paid if the student withdraws after the end of the third month of the school term.
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The following table sets forth the number of students withdrawn from our schools and the
amount of tuition fee refunds paid by us in the respective school year indicated below:

School year
2013/2014 2014/2015 2015/2016

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

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

Revenue from ancillary services is recognised when the goods are delivered and services are
provided to the students and the students have made payments for the relevant services.

Property, Plant and Equipment

Our property, plant and equipment, other than construction in progress, including our schools
and administrative offices in use, are stated at cost less subsequent accumulated depreciation and
subsequent accumulated impairment losses, if any. We recognise depreciation on property, plant and
equipment in use using the straight-line method so as to write off the cost of items of property, plant
and equipment to their estimated residual values over their estimated useful lives. We review the
estimated useful lives, residual values and depreciation method at the end of each reporting period,
with the effect of any changes in estimate accounted for on a prospective basis. Our estimates of
useful lives are based on our experience of the actual useful lives of property, plant and equipment
of similar nature and functions. We increase the depreciation charge where useful lives are estimated
to be shorter than previously estimated.

We carry construction in progress at cost, less any recognised impairment loss. Construction in
progress is classified to the appropriate categories of property, plant and equipment when completed
and ready for intended use. Depreciation of these assets, on the same basis as other property, plant
and equipment, commences when the assets are ready for their intended use.

We also assess our property, plant and equipment for impairment whenever events or changes
in circumstances indicate that the carrying amount of an item of property, plant and equipment may
not be recoverable and write-off or write-down obsolete assets that have been abandoned or impaired.
We did not have material instances of impairment to plant, property and equipment due to obsolesce
or otherwise during the Track Record Period.

As at 31 August 2014, 2015 and 2016, the carrying amount of property, plant and equipment
were RMB925.2 million, RMB1,006.9 million and RMB1,344.4 million, respectively. Any change in
our estimates with respect to the useful lives, residual values or value in use of our property, plant
or equipment may have a material impact on our results of operations.

Accounting Judgments

In the process of applying our accounting policies, our Directors have made the following
critical judgments, apart from those involving estimations, which have the most significant effect on
the amounts recognised in the consolidated financial statements and related notes:
Contractual Arrangements

We conduct a substantial portion of our business through the Consolidated Affiliated Entities in
China due to regulatory restrictions on foreign ownership in our schools in the PRC. Although we do

not have any equity interest in the Consolidated Affiliated Entities, our Directors concluded that we
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have control over the Consolidated Affiliated Entities as a result of the Contractual Arrangements and
other measures, as we have the power over the Consolidated Affiliated Entities, have rights to
variable returns from our involvement with the Consolidated Affiliated Entities and have the ability
to affect those returns through our power over the Consolidated Affiliated Entities. Accordingly, we
have consolidated the financial information of our Consolidated Affiliated Entities during the Track
Record Period in the consolidated financial statements.

RESULTS OF OPERATIONS

The following table presents our summary consolidated statements of profit or loss and other
comprehensive income for the years ended 31 August 2014, 2015 and 2016:

Year ended 31 August
2014 2015 2016
(RMB’000) (RMB’000) (RMB’000)

Revenue 450,913 568,715 700,741
Cost of revenue (239,717) (289,194) (370,352)
Gross profit 211,196 279,521 330,389
Other income 7,007 6,858 7,499
Other gains and losses 176 (1,260) (6,201)
Selling expenses (6,289) (7,513) (13,271)
Administrative expenses (72,150) (76,114) (93,945)
Listing expenses - - (24,401)
Finance income 46,316 117,600 64,105
Finance costs (73,987) (106,750) (69,640)
Profit before taxation 112,269 212,342 194,535
Taxation (21,360) (30,045) (40,172)

Profit and total comprehensive income for
the year 90,909 182,297 154,363

KEY COMPONENTS OF OUR RESULTS OF OPERATIONS

Revenue

We derive revenue from tuition fees and boarding fees collected from our students and from
ancillary services provided to our students. The table below sets forth the revenue generated from
tuition fees, boarding fees and ancillary services, by amount and as a percentage of our total revenue,
for the periods indicated:

Year ended 31 August

2014 2015 2016

(RMB’000) % (RMB’000) % (RMB’000) %

Tuition fees 315,211 69.9% 391,685 68.9% 489,561 69.9%
Boarding fees 36,439 8.1% 50,539  8.9% 60,555  8.6%
Ancillary services 99,263 22.0% 126,491 22.2% 150,625 21.5%
Total revenue 450,913 100% 568,715 100% 700,741 100%
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The table below sets forth the revenue generated from each school for the periods indicated, by
amount and as a percentage of our total revenue:

Year ended 31 August

2014 2015 2016
(RMB’000) % (RMB’000) % (RMB’000) %
Revenue
Dongguan Guangming
School
Tuition fees 181,521 40.2% 187,559 33.0% 195,498 28.0%
Boarding fees 19,202  4.3% 22,078  3.9% 22,309  3.2%
Ancillary services'" 78,784 17.5% 89,880 15.8% 94,577 13.3%

279,507 62.0% 299,526 52.7% 312,384 44.5%
Dongguan Guangming
Primary School

Tuition fees 68,240 15.1% 83,607 14.7% 100,407 14.3%
Boarding fees 9,531 2.1% 13,129  2.3% 15,209  2.2%
Ancillary services” - —% - —% - —%

77,771 17.2% 96,736 17.0% 115,616 16.5%

Dongguan Guangzheng
Preparatory School

Tuition fees 63,194 14.0% 97,423 17.1% 138,893 19.8%
Boarding fees 7,515  1.7% 12,534 22% 16,700  2.4%
Ancillary services 19,692  4.4% 29,909  53% 39,098  5.6%

90,401 20.1% 139,866 24.6% 194,691 27.8%
Huizhou Guangzheng
Preparatory School

Tuition fees 2,256  0.5% 18,929  3.4% 41,779  6.0%
Boarding fees 191 0.0% 2,465 0.4% 5,338 0.8%
Ancillary services 787 0.2% 5,903 1.0% 12,625 1.8%

3,234 0.7% 27,297  4.8% 59,742  8.6%

Panjin Guangzheng
Preparatory School

Tuition fees - —% 4,167 0.7% 12,984 1.9%

Boarding fees - —% 333 0.1% 999  0.1%

Ancillary services — —% 790 0.1% 4,325 0.6%

- % 5,290 0.9% 18,308 2.6%

Total 450,913  100% 568,715 100% 700,741  100%
Note:

(1)  During the Track Record Period, ancillary services for Dongguan Guangming Primary School were provided
through the facilities of Dongguan Guangming School and revenue from ancillary services for Dongguan
Guangming Primary School was recognised as revenue from ancillary services attributable to Dongguan
Guangming School.
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Tuition fees consist of the amount we charge our students for the educational services provided,
such as curriculum and teaching materials, at our schools. Boarding fees consist of the amount we
charge our students for staying at our on-campus dormitories. Ancillary services mainly include
services provided at our on-campus canteens and medical rooms.

Cost of Revenue

Our cost of revenue primarily consists of (i) staff costs, which primarily consist of salaries and
other benefits for our teachers, (ii) cost of goods sold for ancillary services, which primarily consist
of cost of goods sold at our on-campus canteens, (iii) depreciation and amortisation on property, plant
and equipment and land and buildings used by our schools, (iv) utilities and maintenance costs for
our schools and (v) education expenses, which primarily consist of expenses related to educational
activities, including teaching material expenses, scholarships and student activity expenses. The
following table sets forth the components of our cost of revenue, by amount and as a percentage of
revenue, for the periods indicated.

Year ended 31 August
2014 2015 2016
(RMB’000) % (RMB’000) % (RMB’000) %

Staff costs 128,260 28.4% 153,633 27.0% 197,501 28.2%
Cost of goods sold for ancillary

services 47,432 10.5% 57,549 10.1% 76,336 10.9%
Depreciation and amortisation 28,869 6.4% 38,894 6.8% 46,739 6.7%
Utilities and maintenance 21,776  4.8% 22,775 4.0% 26,096 3.7%
Education expenses 13,380 3.0% 16,343 2.9% 23,680 3.4%
Total cost of revenue 239,717 53.1% 289,194 50.8% 370,352 52.9%

Sensitivity Analysis

The following table sets out a sensitivity analysis of: (i) the effect of the fluctuations of tuition
fees during the Track Record Period, and (ii) the effect of the fluctuations of our staff costs during
the Track Record Period, assuming no change of any other costs. The sensitivity analysis is
hypothetical in nature and we assume that all other variables remained constant. The following
sensitivity analysis is for illustrative purposes only, which indicates the likely 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 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 equals the historical fluctuations of the tuition fees 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 and staff costs
on our revenue and profitability.
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Year ended 31 August
2014 2015 2016
(RMB’000) (RMB’000) (RMB’000)

Sensitivity analysis of tuition fees

Tuition fee income (decrease)/increase Impact to our profit for the year
(10)% (23,641) (29,376) (36,717)
5)% (11,820) (14,688) (18,359)
5% 11,820 14,688 18,359
10% 23,641 29,376 36,717
Sensitivity analysis of staff costs

Staff costs (decrease)/increase Impact to our profit for the year
(10)% 9,620 11,522 14,813
5)% 4,810 5,761 7,406
5% (4,810) (5,761) (7,406)
10% (9,620) (11,522) (14,813)

Other Income

Investment and other income primarily consist of (i) rental income from investment properties,
(ii) government grants, which primarily consists of discretionary and non-conditional subsidies we
received from the PRC government authorities for organising school activities and outstanding
academic performance of our schools, (iii) donations, (iv) staff quarter income, which consists of
rental income from the staff quarters provided to our teachers and other staff and (v) other income.

Other Gains and Losses

Other gains and losses primarily consist of (i) net losses recognised upon the disposal of
property, plant and equipment, (ii) gains arising from change in fair value of investment properties,
(ii1) gains arising from bargain purchase from our acquisition of Dongguan Guangzheng Preparatory
School, (iv) penalties and late surcharges, which consist of the late payment surcharge imposed by
tax authorities and a penalty imposed by a government authority in Panjin on Panjin Guangzheng for
violating the relevant PRC laws and regulations. Please refer to “— Taxation” below for further
details, (v) losses recognised upon the disposal of Dongguan Guangzheng Pharmaceutical and
Nantong Guangzheng Property and (vi) other gains and losses.

Selling Expenses

Selling expenses primarily consist of (i) advertising expenses, which primarily comprise
expenses for advertising our schools in newspapers and other media and public relations expenses,
(i1) salaries for our marketing staff and (iii) other marketing expenses, which primarily comprise
student recruitment bonuses, travelling expenses and miscellaneous expenses relating to student
recruitment and the marketing of our schools. The table below summarises our selling expenses, by
amount and as a percentage of revenue, for the periods indicated.

Year ended 31 August
2014 2015 2016
(RMB’000) % (RMB’000) 9% (RMB’000) %

Advertising expenses 4979 1.1% 6,274 1.1% 9,243 1.3%
Salaries for marketing staff 267 0.1% 176 0.0% 331 0.1%
Other marketing expenses 1,043 0.2% 1,063 0.2% 3,697 0.5%
Total selling expenses 6,289 1.4% 7,513 1.3% 13,271 1.9%
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Administrative Expenses

Administrative expenses primarily consist of (i) salaries and other benefits for general and
administrative staff, (ii) rental expenses, (iii) depreciation of office buildings and equipment, (iv)
office expenses, (v) travel expenses, (vi) entertainment expenses and (vii) other expenses, which
mainly consist of repair and maintenance expenses, utilities, legal and professional fees, cleaning
expenses, and other administrative expenses. The table below summarises our administrative
expenses, by amount and as a percentage of revenue, for the periods indicated.

Year ended 31 August
2014 2015 2016
(RMB’000) 9% (RMB’000) % (RMB’000) %

Salaries and other benefits 49,211 10.9% 50,119 8.8% 60,466 8.6%
Depreciation of office buildings

and equipment 5,401 1.2% 7,396 1.3% 8,177 1.3%
Rental expenses 2,900 0.6% 3,306 0.6% 3,661 0.5%
Office expenses 2,904 0.6% 2,817 0.5% 4,333 0.6%
Travel expenses 1,065 0.2% 1,165 0.2% 1,546 0.2%
Entertainment expenses 870 0.2% 974 0.2% 1,526 0.2%
Other expenses 9,799 2.2% 10,337 1.8% 14,236 2.0%
Total administrative expenses 72,150 16.0% 76,114 13.4% 93,945 13.4%

Listing Expenses

Listing expenses consists of expenses incurred in relation to the Global Offering. We did not
incur any listing expenses for the years ended 31 August 2014 and 2015 and incurred listing expenses
of RMB24.4 million for the year ended 31 August 2016 in relation to the preparation for our Global
Offering.

Finance Income

Finance income consists of (i) imputed interest income on advances to Cinese Group; (ii)
imputed interest income on advances to other related parties; (iii) interest income from deposits paid
to a local government to secure a school building project; and (iv) interest income from bank
deposits. The table below sets forth the components of our finance income for the periods indicated.

Year ended 31 August
2014 2015 2016
(RMB’000) (RMB’000) (RMB’000)

Imputed interest income on advances to

Cinese Group(” 34,923 101,074 63,950
Imputed interest income on advances to other
related parties(l) 7,298 11,328 -
Interest income from deposits paid for a
school building project 3,824 5,109 -
Bank interest income 271 89 155
46,316 117,600 64,105
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Note:

(1)  The amount of the advances to Cinese Group and other related parties was measured at its fair value at initial
recognition based on the best estimate of the expected repayments by Cinese Group and other related parties
at the time of recognising the amount due from Cinese Group and other related parties. The differences between
the amount due from Cinese Group and other related parties and the fair value at initial recognition were
recognised in equity as deemed distribution to equity holders, and the amount due from Cinese Group and other
related parties was then carried at amortised cost using the effective interest method. Subsequently, if we revise
our estimate of the expected repayments by Cinese Group and other related parties, the carrying amount of such
amount due from Cinese Group and other related parties will be adjusted to reflect the actual and revised
estimated cash flow. The adjustments were also recognised in equity as deemed distribution to equity holders.
Due to the nature of the imputed interest income as a hypothetical income under IFRS, it had no cash inflow
during the Track Record Period. As at the Latest Practicable Date, all the amounts due to and from related
parties which were non-trade in nature had been fully settled. Please refer to “— Imputed Interest Income and
Related Interest Expenses” below for further details.

Finance Costs

Finance costs consist of the interest expenses for our bank and other borrowings less interest
capitalized in the cost of property, plant and equipment. The table below sets forth the components
of our finance costs for the periods indicated.

Year ended 31 August
2014 2015 2016
(RMB’000) (RMB’000) (RMB’000)

Interest expense on bank and other

borrowings
— wholly repayable within
5 years 67,465 86,124 70,159
— not wholly repayable within
5 years 11,574 23,752 9,849
Less: amounts capitalised in the cost of
property, plant and equipment (5,052) (3,126) (10,368)
73,987 106,750 69,640
Taxation

Our income tax comprises current and deferred tax.

Our Company was incorporated in the Cayman Islands and is tax exempted under the tax laws
of Cayman Islands as no business is carried out in Cayman Islands. Our wholly owned subsidiary,
Bright Education BVI, was incorporated in the BVI and is tax exempted under the tax laws of BVI
as no business is carried out in BVIL.

Our wholly owned subsidiary in Hong Kong, Bright Education HK, is subject to profits tax
under the tax laws of Hong Kong. However, no provision for Hong Kong profits tax has been made
as our operations in Hong Kong had no assessable profit during the Track Record Period.
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Our subsidiaries and Consolidated Affiliated Entities in the PRC are subject to EIT of 25%. In
preparation of the Global Offering, we identified that the tax filings of certain members of our Group
may not be complete and that past filings of those entities may not be accurate, due to the following:

(i) ambiguities in the relevant PRC tax laws and regulations with respect to

(a)

private schools, school sponsors of which require reasonable returns:

In the PRC, school sponsors of private schools may or may not require “reasonable
return” depending on various factors. According to the Law for Promoting Private
Education and its implementing rules, private schools with school sponsors not
requiring reasonable returns should be eligible for tax incentives that are the same as
public schools, such as EIT exemption, subject to the local government and tax
bureau’s approval. On the other hand, for private schools with school sponsors
requiring reasonable returns, according to the Law for Promoting Private Education
and its implementing rules, any preferential tax treatment policies shall be separately
formulated by the relevant authorities. However, as of the Latest Practicable Date,
there were no formal PRC tax rules or regulations elaborating the tax incentives
applicable to private schools with school sponsors requiring reasonable returns.

All of our schools are private schools with the school sponsors requiring reasonable
returns. There were no PRC laws or regulations which defines the meaning of
“reasonable return” as of the Latest Practicable Date. Pursuant to the Notices and
Regulations, the return rate for school sponsors of private primary and middle
schools should not exceed 5%-8% of the costs for students’ education, which mainly
include staff cost, depreciation, utilities, repairs and maintenance costs and other
direct operating costs. We took such percentage as the benchmark in determining the
amount of “reasonable return” when preparing our initial EIT filings for PRC tax
purposes.

We previously considered that the entire profits of our schools comprised the “portion
of reasonable return” and “portion exceeding reasonable return”, and that the
“portion of reasonable return”, which the school sponsors are entitled to receive
(even though the school sponsors of our schools have never received so), should be
subject to EIT on the ground that there was no formal PRC tax rule or regulation
elaborating the applicable tax incentives in this aspect, while the “portion exceeding
reasonable return” should be eligible for EIT exemption on the ground that this
portion of profits is non-distributable to the school sponsors, which are identical, in
substance, to those private schools the school sponsors of which do not require
reasonable returns. Accordingly, we have taken into account the benchmark in the
Notices and Regulations in determining the “reasonable return portion” of our profits
and arriving at the total taxable profit of RMB49.8 million for the calendar years
2013, 2014 and 2015 for the purpose of preparing the initial tax filings. The total
taxable profit of RMB49.8 million was approximately equal to the total costs for
students’ education of our schools (amounting to approximately RMB1,047.9 million
in aggregate for the calendar years 2013, 2014 and 2015) multiplied by the respective
return rate ranging from 2.2% to 7.0% for school sponsor of our schools for the
corresponding calendar year. We adopted this approach based on our interpretation
and understanding of the local EIT regulations and our understanding of the common
EIT filing practices in the same industry and region. We did not make enquiries in
relation to the above interpretation prior to making tax filing with the competent local
tax authority in Dongguan as it was a general practice for the tax authority to review
the tax filings, and object to such filings if the tax authority disagreed with such
filings. This general practice was confirmed by the competent local tax authority in
Dongguan in an interview that we, together with the Sole Sponsor, our PRC Legal
Adviser and our tax consultant, conducted with them in March 2016. In addition, the
tax authority has not objected to the aforesaid initial EIT filings made for the
calendar years 2013, 2014 and 2015.
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(b)

After obtaining a better understanding of the relevant tax rules and compliance
requirements based on the advice of the tax consultant and the aforesaid interview
conducted with the competent local tax authority in March 2016, we subsequently
made EIT back filings together with late payment charges based on the reassessed
total taxable profit of RMB167.3 million to rectify the historical shortfall of EIT
payment.

In addition, we, together with the Sole Sponsor, our PRC Legal Adviser and our tax
consultant, conducted another interview with the competent local tax authority in
Dongguan in December 2016, during which the tax authority confirmed, among other
things, that (a) none of Dongguan Guangming School, Dongguan Guangming
Primary School and Dongguan Guangzheng Preparatory School was subject to any
records of outstanding tax, tax omission or other non-compliance with laws and
regulations, and the tax authority has already issued tax certificates to such schools
confirming that their tax filings were in compliance with the applicable laws and
regulations; (b) none of such schools had ever been subject to investigations by the
tax authority by reason of any suspected or intentional tax evasion or omission; (c)
each of such schools, after clarifying the preferential tax treatment under the Law for
Promoting Private Education of the PRC ( (% A\ R ILFNE] RAFZAF MEH#EE) ), had
already proactively paid the additional tax and late payment surcharge; (d) the
previous misunderstanding in the applicable requirements on tax resulting in late
payment should not constitute any intentional non-compliance and hence should not
be regarded as intentional tax evasion or omission; and (e) such schools had
effectively rectified the historical shortfall under the previous tax filings by paying
the additional tax and the tax authority has not raised any objection in relation to such
previous tax filings.

Based on the aforesaid interview and the tax certificates, and given that (i) Dongguan
Guangming School, Dongguan Guangming Primary School and Dongguan
Guangzheng Preparatory School had made additional tax payment and late payment
surcharge to rectify the historical tax shortfall on their own initiatives; and (ii) such
schools had not been investigated or penalized by the tax authorities during the Track
Record Period, our PRC Legal Adviser is of the view that the historical tax shortfall
has been rectified, and the possibility of the tax authorities initiating an investigation
or proceeding, imposing penalty or demanding additional tax payment from our
Group as a result of the historical tax shortfall is relatively remote;

the treatment of earnings generated from on-campus canteens:

According to the relevant business tax and VAT regulations on the education industry,
business tax and VAT shall be exempted from income generated from the provision
of educational services, which should specifically be related to certain types of
relevant income, subject to certain restrictions. However, the business tax and VAT
regulations do not further elaborate in detail the business tax and VAT treatment when
students consume part of the food onsite and part of the food offsite, creating
ambiguities on how the relevant income should be apportioned and whether business
tax and VAT exemption could be applied on the total income from providing the meal
or catering services by the canteens. As such, we made the initial business tax and
VAT filing based on an aggregate taxable income of RMB2.2 million for the calendar
year 2013, 2014 and 2015.

After obtaining a better understanding of the relevant tax rules and compliance
requirements from the competent tax authorities, we subsequently made business tax
and VAT back filings together with late payment charges based on the aggregate
additional taxable income of RMB&83.6 million to rectify the historical shortfall of
business tax and VAT payment; and
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(i) our observation that, based on publicly available information, none of the schools operated
by other PRC-based education companies listed on the Stock Exchange paid any EIT in the
PRC.

We first became aware of the possible historical shortfall relating to the PRC EIT, business tax
and VAT in the beginning of 2016 during the communications with our Reporting Accountants, which
were engaged and conducted audit field work for us in connection with the preparation for the Global
Offering. We then sought to gain a better understanding of the relevant tax regulations and practices,
as well as such ambiguities with an aim to rectify and discharge any outstanding tax obligations. As
a result, we engaged a tax consultant in February 2016 to review our tax filings, and sought advice
from such tax consultant about the ambiguities relating to the relevant PRC tax laws and the
appropriate remedial actions. According to the tax consultant, under the prevailing EIT laws, school
sponsors which do not require reasonable returns are eligible for the same tax incentives that are
applicable to public schools, such as EIT exemption. Given that school sponsors of all our schools
require reasonable returns, based on the advice of the tax consultant and the interviews conducted
with the relevant tax authorities, we decided not to formally apply to the tax authorities for EIT
exemptions. According to the tax consultant, we underpaid certain PRC taxes during the Track
Record Period, including EIT, business tax and VAT. Based on the tax consultant’s advice, we have
made tax provisions, including provisions for the historical shortfall of EIT, for the three financial
years ended 31 August 2015 and the nine months ended 31 May 2016 in the amount of RMBS§8.2
million. In July and August 2016, our relevant PRC entities made re-filings with the relevant tax
authorities and obtained tax clearance letters with respect to EIT, business tax and VAT payable for
the calendar years 2013, 2014 and 2015. As of the Latest Practicable Date, such PRC entities had
already paid the tax for the initial EIT filings of RMB12.5 million and tax shortfall for EIT of
RMB29.8 million and VAT of RMB2.5 million for the aforesaid re-filings for the calendar years 2013,
2014 and 2015, and had also paid the late payment surcharge in the total amount of RMB4.8 million
to the relevant tax authorities.

Among the existing school of our Group, Dongguan Guangming School, Dongguan Guangming
Primary School and Dongguan Guangzheng Preparatory School were the only schools established
prior to the calendar year 2013 with substantial business operation, of which Dongguan Guangzheng
Preparatory School was only acquired by our Group in August 2013. Dongguan Guangming School
and Dongguan Guangming Primary School did not make additional tax provision or payment of EIT
shortfall in respect of the calendar years prior to 2013 since their establishment, based on a number
of factors, including:

(i) after we made the payments to rectify the historical shortfall of EIT payment, the
Company, together with the Sole Sponsor, our PRC Legal Adviser and the tax consultant
to our Group, conducted the aforesaid interview with the competent local tax authority in
Dongguan in December 2016, during which the tax authority confirmed, among other
things, that (a) none of these two schools was subject to any records of outstanding tax,
tax omission or other non-compliance with laws and regulations, and the tax authority has
already issued tax certificates to such schools confirming that their tax filings were in
compliance with the applicable laws and regulations; (b) none of these two schools had
ever been subject to investigations by the tax authority by reason of any suspected or
intentional tax evasion or omission; and (c) these two schools had effectively rectified the
historical shortfall under the previous tax filings by making the additional tax payment and
the tax authority had not raised any objection in relation to such previous tax filings. Based
on this interview and the tax certificates, and given that (a) these two schools had made
additional tax payment and late payment surcharge to rectify the historical tax shortfall on
their own initiatives; and (b) these two schools had not been investigated or penalized by
the tax authorities during the Track Record Period, our PRC Legal Adviser is of the view
that the possibility of the tax authorities initiating an investigation or proceeding, imposing
penalty or demanding additional tax payment from our Group as a result of the historical
tax shortfall is relatively remote; and

(ii) after these two schools have obtained their tax registration, the local tax authority accepted
their tax re-filings for the period from 1 September 2012 up to 31 December 2015 and our
schools have never been requested to make payments of EIT shortfall in respect of the
calendar years prior to 2013.
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Based on the aforesaid interview with the competent local tax authority, the tax certificates and
the advice of our PRC Legal Adviser, our schools do not consider it necessary to make payment of
EIT shortfall in respect of the calendar years prior to 2013.

As at the Latest Practicable Date, save for the aforesaid late payment surcharge which had been
fully paid, no administrative action, fine or penalty had been imposed by the relevant tax authorities
with respect to the aforesaid matters, nor had we been required to pay any underpaid amounts.
Subsequent to the aforesaid re-filings and payment, our PRC entities have also obtained written
confirmation from the relevant tax authorities confirming that we have made tax payments and that
they have not found incidents of material violation of the relevant tax laws and regulations.

During the Track Record Period, we did not enjoy any preferential tax treatment and were not
involved in any material tax dispute with respect to our income tax.

Going forward, we will continue to engage our tax consultant so as to seek professional advice
on any tax issues or any changes to the tax rules in response to the Decision, which will become
effective on 1 September 2017.

Each of our Controlling Shareholders has agreed to indemnify our Group pursuant to the Deed
of Indemnity against, among other things, any demands, actions, claims, losses, liabilities, damages,
costs, charges, fees, penalties, fines or expenses made, suffered or incurred by our Group in respect
of or arising from historical shortfall on taxation in tax filings.

Please refer to “Risk Factor — The tax provision we made may not be sufficient to cover the PRC
taxes and/or penalties that the PRC tax authorities may require us to pay” of this prospectus for
further details about the risks and uncertainties associated with our underpayment of taxes.

Imputed Interest Income and Related Interest Expenses

During the Track Record Period, we made advances to Cinese Group and other related parties.
These advances were non-trade in nature and non-interest bearing. The amount of the advances to
Cinese Group and other related parties was measured at its fair value at initial recognition based on
the best estimate of the expected repayments by Cinese Group and other related parties at the time
of recognising the amount due from Cinese Group and other related parties. The differences between
the amount due from Cinese Group and other related parties and the fair value at initial recognition
were recognised in equity as deemed distribution to equity holders, and the amount due from Cinese
Group and other related parties was then carried at amortised cost using the effective interest method.
Subsequently, if we revise our estimate of the expected repayments by Cinese Group and other related
parties, the carrying amount of such amount due from Cinese Group and other related parties will be
adjusted to reflect the actual and revised estimated cash flow. The adjustments were also recognised
in equity as deemed distribution to equity holders. The effective interest rates for imputed interest
income were determined based on the interest rates for comparable bank borrowings for Cinese
Group. For each reporting period during the Track Record Period, we recognised imputed interest
income on certain portion of such advances under IFRS. During the Track Record Period, imputed
interest income on advances to Cinese Group and other related parties contributed to the changes to
our net profit, which increased from RMB90.9 million, for the year ended 31 August 2014 to
RMB182.3 million for the year ended 31 August 2015 and decreased to RMB154.4 million for the
year ended 31 August 2016. However, such imputed interest income is only a hypothetical income
under IFRS and had no cash inflow during the Track Record Period. During the Track Record Period,
we primarily funded these advances to Cinese Group and other related parties through interest-
bearing bank borrowings and a substantial portion of our bank borrowings during the Track Record
Period related to such advances. As a result, a substantial portion of our interest expenses on bank
and other borrowings during the Track Record Period related to advances on which we recognised
imputed interest income. As at the Latest Practicable Date, all the amounts due to and from related
parties (including our advances to Cinese Group and other related parties) which were non-trade in
nature had been fully settled. As a result, we do not expect to continue to recognise imputed interest
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income on advances to related parties following the Listing. Because we will no longer be funding
such advances through bank borrowings, we also expect a corresponding reduction in interest
expenses on bank borrowings following the Listing.

The aggregate carrying amounts of our advances to Cinese Group and other related parties on
which we recognised imputed interest income were RMB1,165.4 million, RMB1,163.0 million and
RMB212.2 million as of 31 August 2014, 2015 and 2016, respectively. Our imputed interest income
was RMB42.2 million, RMB112.4 million and RMB64.0 million for the years ended 31 August 2014,
2015 and 2016, respectively.

Our bank and other borrowings were RMB1,270.0 million, RMB1,275.5 million and RMB607.7
million as of 31 August 2014, 2015 and 2016, respectively. Our interest expenses on bank and other
borrowings were RMB79.0 million, RMB109.9 million and RMB80.0 million for the years ended
31 August 2014, 2015 and 2016, respectively.

In addition, we had amounts due to related parties that are non-trade in nature, unsecured,
non-interest bearing and repayable on demand, which amounted to RMB333.3 million, RMB426.9
million and RMB327.2 million, respectively, as of 31 August 2014, 2015 and 2016. We did not
recognise imputed interest expense on the amounts due to related parties during the Track Record
Period because of the repayable on demand clause applicable to such amounts.

For further details about the imputed interest income on advances to Cinese Group and other
related parties, please refer to “— Finance Income” above and “— Related Party Transactions and
Balances” below. Save as disclosed above, our Directors confirm that there are no other material
non-trade factors that would affect our financial statements during the Track Record Period.

PERIOD TO PERIOD COMPARISON OF RESULTS OF OPERATIONS
Year Ended 31 August 2016 Compared to Year Ended 31 August 2015
Revenue

Our revenue increased by 23.2% from RMBS568.7 million for the year ended 31 August 2015 to
RMB700.7 million for the year ended 31 August 2016, primarily as a result of increased student
enrolment, which resulted in an increase in tuition and boarding fees as well as an increase in revenue
from ancillary services. Student enrolment in our schools increased by 21.0% from 22,837 as of 1
September 2014 to 27,644 as of 1 September 2015, the beginning of the 2014/2015 and 2015/2016
school years, respectively, mainly due to an increase in the number of students enrolled in our
Dongguan Guangzheng Preparatory School, Huizhou Guangzheng Preparatory School and Dongguan
Guangming Primary School. The tuition and boarding fee rates for all of our schools remained
unchanged for the 2015/2016 school year.

Revenue from tuition fees increased by 25.0% from RMB391.7 million for the year ended 31
August 2015 to RMB489.6 million for the year ended 31 August 2016, primarily as a result of the
increased student enrolment in our schools.

Revenue from boarding fees increased by 19.8% from RMBS50.5 million for the year ended 31
August 2015 to RMB60.6 million for the year ended 31 August 2016, primarily attributable to
increased student enrolment in our schools.

Revenue from ancillary services increased by 19.1% from RMB126.5 million for the year ended
31 August 2015 to RMB150.6 million for the year ended 31 August 2016, primarily due to increased
student enrolment in our schools.
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Cost of Revenue

Cost of revenue increased by 28.1% from RMB289.2 million for the year ended 31 August 2015
to RMB370.4 million for the year ended 31 August 2016. Cost of revenue increased primarily as a
result of increased staff costs, which increased by 28.6% from RMB153.6 million for the year ended
31 August 2015 to RMB197.5 million for the year ended 31 August 2016, primarily because (i) the
number of teachers we employed increased by 22.1% from 1,364 as of 1 September 2014 to 1,666
as of 1 September 2015 in order to accommodate increased student enrolment in our schools and (ii)
we increased teachers’ salaries at our Dongguan Guangming School and Dongguan Guangming
Primary School in March 2015 as part of our strategy to continue to attract and retain high quality
teachers.

Cost of goods sold for ancillary services increased by 32.6% from RMB57.5 million for the year
ended 31 August 2015 to RMB76.3 million for the year ended 31 August 2016, primarily due to
increased sales volumes at our on-campus canteens mainly as a result of increased student enrolment.
Our costs of goods sold for ancillary services increased at a higher rate than the increase of our
revenue from ancillary services primarily because we were not seeking to maintain our margins for
our on-campus canteens in light of the not-for-profit principle. Please refer to “Business — Ancillary
Services” for further details about the not-for-profit principle.

Depreciation and amortisation increased by 20.2% from RMB38.9 million for the year ended 31
August 2015 to RMB46.7 million for the year ended 31 August 2016, primarily due to the
enhancement and expansion of our Huizhou Guangzheng Preparatory School and Dongguan
Guangzheng Preparatory School.

Utilities and maintenance costs increased by 14.6% from RMB22.8 million for the year ended
31 August 2015 to RMB26.1 million for the year ended 31 August 2016. Our utilities and
maintenance costs increased at a lower rate than our revenue because a substantial portion of our
utilities and maintenance costs are fixed costs.

Education expenses increased by 44.9% from RMB16.3 million for the year ended 31 August
2015 to RMB23.7 million for the year ended 31 August 2016, primarily as a result of increased
expenses on teaching materials due to increased student enrolment in our schools and increased
expenses on student scholarships as a result of increased student performances.

Gross Profit

Gross profit increased by 18.2% from RMB279.5 million for the year ended 31 August 2015 to
RMB330.4 million for the year ended 31 August 2016. Our gross margin, which is gross profits stated
as a percentage of revenue, decreased from 49.1% for the year ended 31 August 2015 to 47.1% for
the year ended 31 August 2016.

Other Income

Other income increased by 9.3% from RMB6.9 million for the year ended 31 August 2015 to
RMB7.5 million for the year ended 31 August 2016, primarily as a result of an increase in
government grants and an increase in donations, which was partially offset by decreased staff quarter
rental income, mainly due to decreased rental charges for staff.

Other Gains and Losses

Other gains and losses increased from a loss of RMB1.3 million for the year ended 31 August
2015 to a loss of RMB6.2 million for the year ended 31 August 2016, primarily due to the late
payment surcharge we paid to the relevant PRC tax authorities as a result of certain underpaid PRC
taxes and the loss we recognised on the disposal of Dongguan Guangzheng Pharmaceutical in January
2016.
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Selling Expenses

Selling expenses increased by 76.6% from RMB7.5 million for the year ended 31 August 2015
to RMB13.3 million for the year ended 31 August 2016, primarily as a result of increased advertising
expenses and student recruitment bonuses in relation to the marketing and promotion of our
Dongguan Guangzheng Preparatory School and Panjin Guangzheng Preparatory School, as well as
our Weifang Guangzheng Preparatory School, which commenced operations in September 2016.

Administrative Expenses

Our administrative expenses increased by 23.4% from RMB76.1 million for the year ended 31
August 2015 to RMB93.9 million for the year ended 31 August 2016, primarily as a result of
increased staff salaries and other benefits. Other expenses increased from RMB10.3 million for the
year ended 31 August 2015 to RMB14.2 million for the year ended 31 August 2016, primarily
attributable to an increase in repair and maintenance expenses, and an increase in legal and
professional fees.

Listing Expenses

We incurred listing expenses of RMB24.4 million for the year ended 31 August 2016 in relation
to the preparation of the Global Offering, while we did not incur any listing expenses for the year
ended 31 August 2015.

Finance Income

Finance income decreased by 45.5% from RMB117.6 million for the year ended 31 August 2015
to RMB64.1 million for the year ended 31 August 2016, primarily as a result of a decrease in the
amount of imputed interest income on advances to Cinese Group and other related parties, which was
mainly due to the repayment of advances by Cinese Group, the absence of imputed interest income
on advances to other related parties and a decrease in interest income from deposits paid for a school
building project as the project was cancelled and the deposits were repaid to the Group in September
2015.

Finance Costs

Finance costs decreased by 34.8% from RMB106.8 million for the year ended 31 August 2015
to RMB69.6 million for the year ended 31 August 2016, primarily as a result of a decrease in the level
of our bank borrowings during the respective years.

Profit before Taxation

As a result of the foregoing, our profit before taxation decreased by 8.4% from RMB212.3
million for the year ended 31 August 2015 to RMB194.5 million for the year ended 31 August 2016.
Our profit before taxation as a percentage of revenue was 27.8% for the year ended 31 August 2016
compared to 37.3% for the year ended 31 August 2015.

Taxation

Our income tax expenses increased by 33.7% from RMB30.0 million for the year ended 31
August 2015 to RMB40.2 million for the year ended 31 August 2016, primarily attributable to an
increase in our taxable income. Our effective income tax rate, being tax charged for the year divided
by profits before taxation, was 14.1% for the year ended 31 August 2015 and 20.7% for the year
ended 31 August 2016. Our effective income tax rate is higher for the year ended 31 August 2016 than
the year ended 31 August 2015, primarily due to a decrease in imputed interest income, which is not
subject to the EIT.

Profit for the Year

As a result of the above factors, our profit decreased by 15.3% from RMB182.3 million for the
year ended 31 August 2015 to RMB154.4 million for the year ended 31 August 2016.
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Year Ended 31 August 2015 Compared to Year Ended 31 August 2014
Revenue

Our revenue increased by 26.1% from RMB450.9 million for the year ended 31 August 2014 to
RMB568.7 million for the year ended 31 August 2015, primarily as a result of increased student
enrolment, which resulted in an increase in tuition and boarding fees, as well as an increase in
revenue from ancillary services. Student enrolment in our schools increased by 18.0% from 19,354
as of 1 September 2013 to 22,837 as of 1 September 2014, mainly due to an increase in the number
of students enrolled in our Dongguan Guangzheng Preparatory School and Huizhou Guangzheng
Preparatory School as they entered into the second school year operated by us.

Revenue from tuition fees increased by 24.3% from RMB315.2 million for the year ended 31
August 2014 to RMB391.7 million for the year ended 31 August 2015 mainly due to increased student
enrolment. Revenue from tuition fees increased also as a result of increased tuition fees per student
for newly admitted students at our Dongguan Guangming School, Dongguan Guangming Primary
School and Dongguan Guangzheng Preparatory School for the 2014/2015 school year.

Revenue from boarding fees increased by 38.7% from RMB36.4 million for the year ended 31
August 2014 to RMBS50.5 million for the year ended 31 August 2015, attributable to increased student
enrolment, as well as increased boarding fees per student at our Dongguan Guangming School,
Dongguan Guangming Primary School and Dongguan Guangzheng Preparatory School for the
2014/2015 school year.

Revenue from ancillary services increased by 27.4% from RMB99.3 million for the year ended
31 August 2014 to RMB126.5 million for the year ended 31 August 2015, primarily due to increased
student enrolment in our schools, particularly increased number of high school and middle school
students who generally utilise higher levels of ancillary services.

Cost of Revenue

Cost of revenue increased by 20.6% from RMB239.7 million for the year ended 31 August 2014
to RMB289.2 million for the year ended 31 August 2015. Cost of revenue increased primarily as a
result of increased staff costs, which increased by 19.8% from RMB128.3 million for the year ended
31 August 2014 to RMB153.6 million for the year ended 31 August 2015, mainly because (i) we
increased teachers’ salaries at our Dongguan Guangming School and Dongguan Guangming Primary
School in March 2015 as part of our strategy to continue to attract and retain high quality teachers,
and (ii) the number of teachers we employed increased by 16.9% from 1,167 as of 1 September 2013
to 1,364 as of 1 September 2014, as a result of increased student enrolment in our schools.

Cost of goods sold for ancillary services increased by 21.3% from RMB47.4 million for the year
ended 31 August 2014 to RMB57.5 million for the year ended 31 August 2015, primarily due
increased sales volumes at our on-campus canteens, which was mainly as a result of increased student
enrolment in our schools.

Depreciation and amortisation increased by 34.7% from RMB28.9 million for the year ended 31
August 2014 to RMB38.9 million for the year ended 31 August 2015, primarily due to (i) the first
full financial year of depreciation on certain newly constructed school buildings and student
dormitories for Dongguan Guangzheng Preparatory School and (ii) the first full financial year of
depreciation on Panjin Guangzheng Preparatory School, which commenced operations in September
2014.

Utilities and maintenance costs increased by 4.6% from RMB21.8 million for the year ended 31
August 2014 to RMB22.8 million for the year ended 31 August 2015, mainly due to the further
expansion of Dongguan Guangzheng Preparatory School and Huizhou Guangzheng Preparatory
School as they entered into the second school year operated by us. The increase was partially offset
by a decrease in utilities and maintenance costs in Dongguan Guangming School as a result of the
school’s cost saving measures.

—208 —



FINANCIAL INFORMATION

Education expenses increased by 22.1% from RMB13.4 million for the year ended 31 August
2014 to RMB16.3 million for the year ended 31 August 2015, primarily as a result of increased
education expenses in Dongguan Guangming School and Huizhou Guangzheng Preparatory School.
The increase in Dongguan Guangming School was mainly due to an increased amount of scholarships
granted to students, and the increase in Huizhou Guangzheng Preparatory School was primarily the
result of an increased amount of educational activities as the school entered into the second school
year since its establishment.

Gross Profit

Gross profit increased by 32.4% from RMB211.2 million for the year ended 31 August 2014 to
RMB279.5 million for the year ended 31 August 2015, primarily driven by our increased revenue.
Our gross margin increased from 46.8% for the year ended 31 August 2014 to 49.1% for the year
ended 31 August 2015.

Other Income

Other income decreased by 2.1% from RMB7.0 million for the year ended 31 August 2014 to
RMB6.9 million for the year ended 31 August 2015, primarily as a result of decreased miscellaneous
other income and rental income from investment properties, which was partially offset by an increase
in government grants.

Other Gains and Losses

Other gains and losses were a gain of RMBO0.2 million for the year ended 31 August 2014 and
a loss of RMB1.3 million for the year ended 31 August 2015. In the year ended 31 August 2015, we
incurred late payment surcharge of RMB1.8 million imposed by tax authorities.

Selling Expenses

Selling expenses increased by 19.5% from RMB6.3 million for the year ended 31 August 2014
to RMB7.5 million for the year ended 31 August 2015, primarily as a result of increased advertising
expenses and student recruitment bonuses in relation to the promotion of our Huizhou Guangzheng
Preparatory School and Panjin Guangzheng Preparatory School, which were established relatively
recently.

Administrative Expenses

Our administrative expenses increased by 5.5% from RMB72.2 million for the year ended 31
August 2014 to RMB76.1 million for the year ended 31 August 2015. Administrative expenses grew
at a slower rate than revenue primarily because the number of and compensation for administrative
staff remained relatively stable while student enrolment increased as we entered into the second
school year operating Dongguan Guangzheng Preparatory School and Huizhou Guangzheng
Preparatory School.

Finance Income

Finance income increased by 153.9% from RMB46.3 million for the year ended 31 August 2014
to RMB117.6 million for the year ended 31 August 2015, primarily as a result of an increase in the
amount of imputed interest income on advances to Cinese Group and other related parties, which was
primarily as a result of an increase in the level of outstanding advances to Cinese Group and other
related parties during the respective years.
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Finance Costs

Finance costs increased by 44.3% from RMB74.0 million for the year ended 31 August 2014 to
RMB106.8 million for the year ended 31 August 2015, primarily as a result of the first full year effect
of the interest expenses incurred on certain of our bank loans.

Profit before Taxation

As a result of the foregoing, our profit before taxation increased by 89.1% from RMB112.3
million for the year ended 31 August 2014 to RMB212.3 million for the year ended 31 August 2015.
Our profit before taxation as a percentage of revenue was 24.9% for the year ended 31 August 2014
compared to 37.3% for the year ended 31 August 2015.

Taxation

Our income tax expenses increased by 40.7% from RMB21.4 million for the year ended 31
August 2014 to RMB30.0 million for the year ended 31 August 2015, primarily as a result of an
increase in our taxable income. Our effective income tax rate, being tax charged for the year divided
by profits before taxation, was 19.0% for the year ended 31 August 2014 and 14.1% for the year
ended 31 August 2015. Our effective income tax rate is lower for the year ended 31 August 2015 than
the year ended 31 August 2014 primarily due to an increase in imputed interest income, which is not
subject to the EIT tax.

Profit for the Period

As a result of the foregoing, our profit increased by 100.5% from RMB90.9 million for the year
ended 31 August 2014 to RMB182.3 million for the year ended 31 August 2015, primarily attributable
to (i) increased student enrolment in our schools, which was mainly because our Dongguan
Guangzheng Preparatory School and Huizhou Guangzheng Preparatory School entered into the
second school year operated by us; and (ii) increased imputed interest income on advances to Cinese
Group and other related parties, which was mainly due to increased level of outstanding advances to
Cinese Group and other related parties.

Year Ended 31 August 2014 Compared to Year Ended 31 August 2013
Revenue

Our revenue increased by 40.9% from RMB320.1 million for the year ended 31 August 2013 to
RMB450.9 million for the year ended 31 August 2014, primarily as a result of increased student
enrolment, which resulted in an increase in tuition and boarding fees as well as an increase in revenue
from ancillary services. Student enrolment in our schools increased by 38.8% from 13,947 as of 1
September 2012 to 19,354 as of 1 September 2013, mainly due to our acquisition of Dongguan
Guangzheng Preparatory School in August 2013 and increased student enrolment in our Dongguan
Guangming Primary School.

Revenue from tuition fees increased by 41.4% from RMB222.9 million for the year ended 31
August 2013 to RMB315.2 million for the year ended 31 August 2014, revenue from boarding fees
increased by 39.4% from RMB26.1 million for the year ended 31 August 2013 to RMB36.4 million
for the year ended 31 August 2014 and revenue from ancillary services increased by 39.9% from
RMB71.0 million for the year ended 31 August 2013 to RMB99.3 million for the year ended 31
August 2014. In addition to increased student enrolment in our schools, the increase in revenue from
tuition and boarding fees were also as a result of increased tuition and boarding fees per newly
admitted student.
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Cost of Revenue

Cost of revenue increased by 41.0% from RMB170.0 million for the year ended 31 August 2013
to RMB239.7 million for the year ended 31 August 2014. The increase in cost of revenue was
primarily attributable to our acquisition of Dongguan Guangzheng Preparatory School in August
2013 and the commencement of operations of Huizhou Guangzheng Preparatory School in September
2013, which resulted in increases in the number of teachers we employed, the number of properties
used by our schools and related operating costs.

Staff costs increased by 44.5% from RMBS88.7 million for the year ended 31 August 2013 to
RMB128.3 million for the year ended 31 August 2014, cost of goods sold for ancillary services
increased by 44.1% from RMB32.9 million for the year ended 31 August 2013 to RMB47.4 million
for the year ended 31 August 2014, depreciation and amortisation increased by 55.0% from RMB18.6
million for the year ended 31 August 2013 to RMB28.9 million for the year ended 31 August 2014
and utilities and maintenance costs increased by 36.9% from RMB15.9 million for the year ended 31
August 2013 to RMB21.8 million for the year ended 31 August 2014.

Education expenses decreased by 3.3% from RMB13.8 million for the year ended 31 August
2013 to RMB13.4 million for the year ended 31 August 2014, primarily attributable to decreases in
Dongguan Guangming School and Dongguan Guangming Primary School, which was partially offset
by increases in Dongguan Guangzheng Preparatory School and Huizhou Guangzheng Preparatory
School, as well as by an increase in Panjin Guangzheng Preparatory School as a result of its
preparatory activities to commence operations in September 2014.

Gross Profit

Gross profit increased by 40.8% from RMB150.0 million for the year ended 31 August 2013 to
RMB211.2 million for the year ended 31 August 2014, primarily driven by our increased revenue.
Our gross margin was 46.9% for the year ended 31 August 2013 and 46.8% for the year ended 31
August 2014.

Other Income

Other income increased by 18.9% from RMBS5.9 million for the year ended 31 August 2013 to
RMB7.0 million for the year ended 31 August 2014. The increase was primarily attributable to an
increase in staff quarter income.

Other Gains and Losses

Other gains and losses decreased by 96.4% from a gain of RMB4.9 million for the year ended
31 August 2013 to a gain of RMBO0.2 million for the year ended 31 August 2014, primarily because
we recognised a gain from the acquisition of Dongguan Guangzheng Preparatory School during the
year ended 31 August 2013.

Selling Expenses

Selling expenses increased by 42.6% from RMB4.4 million for the year ended 31 August 2013
to RMB6.3 million for the year ended 31 August 2014 mainly due to an increase in advertising
expenses, primarily as a result of additional marketing efforts to promote our newly acquired
Dongguan Guangzheng Preparatory School and our newly established Huizhou Guangzheng
Preparatory School.
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Administrative Expenses

Our administrative expenses increased by 50.0% from RMB48.1 million for the year ended 31
August 2013 to RMB72.2 million for the year ended 31 August 2014. Administrative expenses
increased at a faster pace than revenue primarily due to the acquisition of our Dongguan Guangzheng
Preparatory School in August 2013 and the commencement of operations of our Huizhou Guangzheng
Preparatory School in September 2013, which resulted in increases in the number of administrative
staff, the number of office buildings used by us and other ramp up costs for the first-year school
operation.

Finance Income

Finance income decreased by 2.5% from RMB47.5 million for the year ended 31 August 2013
to RMB46.3 million for the year ended 31 August 2014, primarily as a result of a net decrease in
imputed interest income on advances to Cinese Group and other related parties.

Finance Costs

Finance costs increased by 54.5% from RMB47.9 million for the year ended 31 August 2013 to
RMB74.0 million for the year ended 31 August 2014, primarily due to an increase in our level of bank
borrowings during the respective years.

Profit before Taxation

As a result of the foregoing, our profit before taxation increased by 4.0% from RMB107.9
million before taxation for the year ended 31 August 2013 to RMB112.3 million for the year ended
31 August 2014. Our profit before taxation as a percentage of revenue was 33.7% for the year ended
31 August 2013 and 24.9% for the year ended 31 August 2014.

Taxation

Our income tax expenses increased by 13.2% from RMB18.9 million for the year ended 31
August 2013 to RMB21.4 million for the year ended 31 August 2014. The increase was primarily
attributable to an increase in our taxable income. Our effective income tax rate was 17.5% for the
year ended 31 August 2013 and 19.0% for the year ended 31 August 2014. Our effective income tax
rate is higher for the year ended 31 August 2014 than the year ended 31 August 2013 primarily as
a result of a decrease in imputed interest income, which is not subject to the EIT tax.

Profit for the Period

As a result of the foregoing, our profit increased by 2.1% from RMB89.0 million for the year
ended 31 August 2013 to RMB90.9 million for the year ended 31 August 2014.
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CURRENT ASSETS AND CURRENT LIABILITIES

The following table sets forth details of our current assets and current liabilities as of the dates
indicated:

As of
As of 31 August 30 November
2014 2015 2016 2016
(RMB’000) (RMB’000) (RMB’000) (RMB’000)
(Unaudited)
CURRENT ASSETS
Inventories — goods for sale 1,591 1,978 4,522 4,468
Deposits, prepayments and
other receivables 51,952 25,761 30,416 32,476
Amounts due from related parties 287,537 1,486,418 550,830 422,558
Prepaid lease payments 5,253 5,253 5,698 5,698
Bank balances and cash 13,071 12,229 103,705 26,462
TOTAL CURRENT ASSETS 359,404 1,531,639 695,171 491,662
CURRENT LIABILITIES
Deferred revenue 224,817 285,146 365,005 185,272
Trade payables 14,362 25,185 39,936 61,780
Other payables and
accrued expenses 286,552 203,971 207,549 195,534
Amounts due to related parties 336,908 432,838 339,788 374,025
Income tax payable 38,583 61,210 58,218 58,378
Borrowings 141,362 537,849 142,279 83,779
TOTAL CURRENT LIABILITIES 1,042,584 1,546,199 1,152,775 958,768
NET CURRENT LIABILITIES (683,180) (14,560) (457,604) (467,1006)

As of 30 November 2016, our net current liabilities increased primarily as a result of increased
amounts due to related parties, increased trade payables, decreased amounts due from related parties
and decreased bank balances and cash.

Our bank balances and cash decreased from RMB103.7 million as of 31 August 2016 to
RMB26.5 million as of 30 November 2016 primarily due to our repayment of bank loans subsequent
to 31 August 2016 and up to 30 November 2016.

As of 31 August 2014, 2015 and 2016 and 30 November 2016, we recorded net current liabilities
of RMB683.2 million, RMB14.6 million, RMB457.6 million and RMB467.1 million, respectively.

We recorded net current liabilities as of 31 August 2014, 2015 and 2016 and 30 November 2016,
primarily as a result of (i) amounts due to related parties that are non-trade in nature, non-interest
bearing and repayable on demand, which consist of advances from Cinese Group and other related
parties and payables to related parties for the purchase of property, plant and equipment for the
expansion or improvement of our schools; (ii) other payables and accrued expenses, which primarily
consist of accruals for construction in connection with the maintenance and improvement of our
school facilities, and accrued staff benefits and payroll; and (iii) borrowings, which primarily consist
of our short-term bank borrowings.
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For risks associated with our net current liabilities position, please refer to “Risk Factors — Risks
Relating to Our Business and Our Industry — We recorded net current liabilities as of 31 August 2014,
2015 and 2016 and 30 November 2016 and may record net current liabilities in the future” of this
prospectus for further details.

As at the Latest Practicable Date, all the amounts due to and from related parties which were
non-trade in nature had been fully settled. We expect to further improve our net current liabilities
position by (i) receiving funds generated from our business operations and (ii) receiving the net
proceeds from the Global Offering. Taking into account of the funds generated from our business
operations and our financial resources, including our unutilized banking facilities, our Directors are
of the opinion that we have sufficient working capital to meet in full our financial obligations as they
fall due for at least the next twelve months from the end of the reporting period and accordingly, the
financial information have been prepared on a going concern basis.

Subsequent to 31 August 2016 and as of the Latest Practicable Date, subsequent settlement
received in relation to other receivables amounted to approximately RMB7.6 million; subsequent
payments made in relation to trade and other payables and accrued expenses amounted to
approximately RMB34.9 million.

LIQUIDITY AND CAPITAL RESOURCES

Our primary uses of cash are to fund our working capital requirements, our purchase of property,
plant and equipment and to repay loans and related interest expenses. To date, we have funded our
operations principally with cash generated from our operations and bank loans and other borrowings.
In the future, we believe that our liquidity requirements will be satisfied with a combination of cash
flows generated from our operating activities, bank loans and other borrowings, net proceeds from
the Global Offering and other funds raised from the capital markets from time to time. Any significant
decrease in student enrolment, our tuition fees, boarding fees and revenue from ancillary services, or
a significant decrease in the availability of bank loans or other financing may adversely impact our
liquidity. As of 31 August 2014, 2015 and 2016, we had cash and cash equivalents of RMB13.1
million, RMB12.2 million and RMB103.7 million, respectively.

Cash Flow

The following table sets forth a summary of our cash flows for the periods indicated.

Year ended 31 August
2014 2015 2016
(RMB’000) (RMB’000) (RMB’000)

Net cash from operating activities 241,100 319,148 337,612
Net cash (used in) from investing activities (909,972) (308,769) 251,066
Net cash from (used in) financing activities 648,035 (11,221) (497,202)
Net (decrease) increase in cash and

cash equivalents (20,837) (842) 91,476
Cash and cash equivalents at beginning of

the year 33,908 13,071 12,229
Cash and cash equivalents at the end of

the year 13,071 12,229 103,705

Cash Flow from Operating Activities

We generate cash from operating activities primarily from tuition fees, boarding fees and
revenue form ancillary services.
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Our net cash from operating activities was RMB337.6 million for the year ended 31 August
2016, primarily consisting of RMB281.0 million of cash generated from operating activities before
working capital adjustments, working capital adjustments of RMB98.3 million and cash outflows of
RMB41.7 million attributable to income tax paid. Working capital adjustments primarily consist of
an increase in deferred revenue of RMB79.9 million primarily attributable to increased student
enrollment in our schools and an increase in trade payables of RMB14.8 million.

Our net cash from operating activities was RMB319.1 million for the year ended 31 August
2015, consisting of cash generated from operating activities of RMB247.3 million before working
capital adjustments, working capital adjustments of RMB78.0 million and cash outflows of RMB6.2
million attributable to income tax paid. Working capital adjustments primarily consist of an increase
in deferred revenue of RMB60.3 million primarily due to increased student enrolment in our schools
and an increase in trade payables of RMB10.8 million.

Our net cash from operating activities was RMB241.1 million for the year ended 31 August
2014, consisting of cash generated from operating activities of RMB173.7 million before working
capital adjustments, working capital adjustments of RMB68.0 million and cash outflows of RMBO0.6
million attributable to income tax paid. Working capital adjustments primarily consist of an increase
in deferred revenue of RMB46.5 million primarily due to increased student enrolment in our schools
and an increase in other payables and accruals of RMB19.3 million.

Cash Flows (used in) from Investing Activities

Our expenditures for investing activities were primarily for advances to and repayments from
Cinese Group other related parties.

Our net cash from investing activities was RMB251.0 million for the year ended 31 August
2016, primarily attributable to repayment from Cinese Group of RMB717.8 million and repayments
from related parties of RMB627.8 million, which were partially offset by advances to related parties
of RMB989.8 million and payments for the acquisition of property, plant and equipment of
RMB178.2 million, which was primarily used for Weifang Guangzheng Preparatory School.

Our net cash used in investing activities was RMB308.8 million for the year ended 31 August
2015, primarily attributable to advances to related parties of RMB786.7 million, RMB193.6 million
used to purchase property, plant and equipment for the enhancement of our school facilities and
advances to Cinese Group of RMB100.0 million, which were partially offset by repayments from
related parties of RMB664.0 million and repayments from Cinese Group of RMB94.5 million.

Our net cash used in investing activities was RMB910.0 million for the year ended 31 August
2014, primarily attributable to RMB1,190.0 million advances to Cinese Group, RMB428.0 million
advances to related parties and RMB231.6 million used to purchase property, plant and equipment for
our Panjin Guangzheng Preparatory School, Huizhou Guangzheng Preparatory School and Dongguan
Guangzheng Preparatory School, which was partially offset by repayments from related parties of
RMB555.2 million and repayments from Cinese Group of RMB455.0 million.

Cash Flows (used in) from Financing Activities

Our cash flows relating to financing activities primarily relate to advances from related parties,
repayments to related parties and repayment of bank borrowings.

Our net cash used in financing activities was RMB497.2 million for the year ended 31 August
2016, attributable RMB717.8 million used in repayment of bank borrowings, RMB383.1 million used
in repayments to related parties, RMB88.3 million of interest paid on bank loans and RMB12.5
million in listing expenses paid, which were partially offset by RMB654.5 million in advances from
related parties and RMB50.0 million in proceeds from bank borrowings.
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Our net cash used in financing activities was RMB11.2 million for the year ended 31 August
2015, attributable to RMB110.3 million of interest paid on bank loans, RMB102.7 million in
repayments to related parties and RMB94.5 million in repayment of bank borrowings, which were
partially offset by RMB196.3 million in advances from related parties and RMB100.0 million in
proceeds from bank borrowings.

Our net cash from financing activities was RMB648.0 million for the year ended 31 August
2014, attributable to RMB1,190.0 million in proceeds from bank borrowings and RMB59.1 million
in advances from related parties, which were partially offset by RMB455.0 million in repayment of
bank borrowings, RMB76.1 million of interest paid on bank loans and RMB70.0 million in
repayments to related parties.

Working Capital

We intend to continue to finance our working capital with cash generated from our operating
activities. We will closely monitor the level of our working capital, particularly in view of our
strategy to continue to expand our school network.

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, 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.
Our Directors are of the view that our available cash balances, the anticipated cash flows from
operations, bank loans and other banking facilities and the net proceeds from the Global Offering will
be sufficient to meet our present and anticipated working capital requirements for the next 12 months
from the date of this prospectus, in the absence of unforeseeable circumstances. Based on the review
of financial documents and other due diligence documents, discussion with the Directors and the
Directors’ confirmation, the Sole Sponsor has no reason to believe that the Company cannot meet the
working capital requirement for the 12 months period from the date of this prospectus.

CAPITAL EXPENDITURES

Our capital expenditures during the Track Record Period primarily related to the acquisition of
Dongguan Guangzheng Preparatory School, the purchase of land use rights for Huizhou Guangzheng
Preparatory School and the construction of school premises for Huizhou Guangzheng Preparatory
School and Panjin Guangzheng Preparatory School. Our capital expenditures for the years ended 31
August 2014, 2015 and 2016 were RMB262.6 million, RMB210.6 million and RMB200.4 million,
respectively. The following table sets forth our additions of property, plant and equipment and
leasehold levels, respectively, for the periods indicated.

Year ended 31 August
2014 2015 2016
(RMB’000) (RMB’000) (RMB’000)

Property, plant and equipment 231,558 193,628 178,191
Prepaid land lease payments 5,000 - 19,217
Payment for acquisition of Dongguan

Guangzheng Preparatory School 26,000 17,000 3,000
Total 262,558 210,628 200,408

-216 —



FINANCIAL INFORMATION

CONTRACTUAL OBLIGATIONS, CAPITAL COMMITMENTS AND CONTINGENT
LIABILITIES

Operating Leases

During the Track Record Period, we, as tenant, leased certain office properties and staff
apartments under operating leases. The table below sets forth our future minimum lease payments
payable under non-cancellable operating leases as of the dates indicated:

As of

As of 31 August 30 November

2014 2015 2016 2016

(RMB’000) (RMB’000) (RMB’000) (RMB’000)

(Unaudited)

Within one year 3,181 4,788 4,701 4,320
In the second to fifth year

inclusive 13,365 13,720 12,812 13,129

Over five years 37,965 35,302 34,543 33,713

Total 54,511 53,810 52,056 51,162

Capital Commitments

Our capital commitments primarily relate to the construction of new schools, the expansion and
improvement of our existing schools. The following table sets forth a summary of our capital
commitments as of the dates indicated:

As of
As of 31 August 30 November
2014 2015 2016 2016
(RMB’000) (RMB’000) (RMB’000) (RMB’000)
(Unaudited)
Capital expenditure contracted
but not provided in the
Financial Information in
respect of the acquisition of
— property, plant and
equipment 61,777 31,404 231,756 200,029

Contingent Liabilities

As of 30 November 2016, save as disclosed in the paragraph headed “Contingent Liability”
below, 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. The Directors have
confirmed that there has not been any material change in our contingent liabilities since 31 August
2016.

INDEBTEDNESS

Our indebtedness include bank and other borrowings, amounts due to related parties that are
non-trade in nature and other payables.

-217 -



FINANCIAL INFORMATION

Bank and Other Borrowings

Our borrowings primarily consisted of short-term working capital loans and long-term
borrowings primarily used to fund our business operations. Our borrowings as of 31 August 2014,
2015 and 2016 and 30 November 2016 being the latest practicable date for the purpose of

indebtedness statement, were as follows:

As of
As of 31 August 30 November
2014 2015 2016 2016
(RMB’000) (RMB’000) (RMB’000) (RMB’000)
(Unaudited)
Borrowings
Bank
— Secured 1,070,000 1,075,500 607,700 454,400
Trust financing arrangements
with equity repurchase
obligations 200,000 200,000 - -
Total borrowings 1,270,000 1,275,500 607,700 454,400
Carrying amounts repayable
— Within one year 141,362 337,849 142,279 83,779
— More than one year, but
not exceeding two years 297,849 118,849 119,279 73,779
— More than two years, but
not exceeding five years 396,547 345,547 235,337 101,337
— More than five years 234,242 273,255 110,805 195,505
1,070,000 1,075,500 607,700 454,400
Trust financing arrangements
with equity repurchase
obligations'"
— Within one year - 200,000 - -
— More than one year, but
not exceeding two years 200,000 - - -
200,000 200,000 - -
Less: Amounts due within one
year shown under current
liabilities (141,362) (537,849) (142,279) (83,779)
1,128,638 737,651 465,421 370,621
The exposure of borrowings:
— Fixed rate 390,000 390,000 23,000 20,000
— Variable rate 880,000 885,500 584,700 434,400
1,270,000 1,275,500 607,700 454,400
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Note:

(1)  We entered into trust financing arrangements with a trust financing company in the form of transferring equity
interest and issuing new shares of Panjin Guangzheng to the trust financing company with repurchase obligation
at a fixed amount in a future date. Please refer to “History and Development — Our Consolidated Affiliated
Entities” for further details of the trust financing arrangements.

Our borrowings as of 31 August 2014, 2015 and 2016 were all denominated in RMB. The table
below sets for the effective interest rates for our borrowings as at the dates indicated:

As at 31 August

2014 2015 2016
(%) (%) (%)
Effective interest rate for variable-rate
bank loans 6.4-8.4 5.9-8.6 4.8-6.9
Effective interest rate for fixed-rate
bank loans 7.3 7.3 4.6
Effective interest rate for fix-rate trust
financing arrangements 12.0 12.0 N/A

As of 30 November 2016, our bank loans were secured and guaranteed and we had unutilised
banking facilities of RMB275.6 million.

Subsequent to 30 November 2016 and up to the Latest Practicable Date, we have repaid bank
loans of RMB169.7 million and accordingly our borrowings were reduced to RMB284.7 million as
at the Latest Practicable Date.

During the Track Record Period, certain of our related parties provided guarantees and
mortgages for the loans we borrowed. All guarantees and mortgages provided by our related parties
will be released upon Listing.

Our bank loan agreements contain certain covenants that, among other things, require the
borrower to ensure that its debt to equity ratio does not exceed certain percentage, and/or to obtain
prior written consent from the debtor prior to incurring material additional debt, reducing registered
capital and engaging in certain transactions such as mergers and acquisitions, investments, share
transfers, change in controlling shareholders or beneficial owners and material asset and securities
sales.

Our Directors confirm that as at the Latest Practicable Date, save as disclosed above, 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 we
did not experience any difficulty in obtaining bank loans and other borrowings and we did not have
any material default in payment of trade and non-trade payables, bank loans and other borrowings or
breach of covenants during the Track Record Period and up to the Latest Practicable Date.
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Amounts due to Related Parties

During the Track Record Period, we incurred indebtedness from amounts due to related parties
that are non-trade in nature, unsecured, non-interest bearing and repayable on demand. As at the
Latest Practicable Date, all amounts due to and from related parties which were non-trade in nature
had been fully settled. Our amounts due to related parties that are non-trade in nature (which are also
unsecured and unguaranteed) as of 31 August 2014, 2015 and 2016 and 30 November 2016, being the
latest practicable date for the purpose of indebtedness statement, were as follows:

As of
As of 31 August 30 November
Relationship 2014 2015 2016 2016
(RMB’000) (RMB’000) (RMB’000)  (RMB’000)
(Unaudited)
Controlling Equity
Mr. Liu Holders and director (102,727) (119,725) (155,877) (158,112)
Controlling Equity
Ms. Li Holders and director (7,521)  (10,317) (7,764) (7,764)
Cinese Group Controlled by Mr. Liu (147,625) (145,307)  (25,715) (43,322)
S5 LG A R A
(Dongguan Cinese Hotel Co. Ltd.)
(“Dongguan Cinese Hotel”) Controlled by Mr. Liu (300) (313) (247) (223)

R R B EARAH

(Dongguan Fusheng Industrial Investment Co.

Ltd.) (“Dongguan Fusheng”) Controlled by Ms. Li (200) (200) (200) (200)
LA LG A R

(Dongguan Shijie Cinese Hotel Co. Limited)

(“Dongguan Shijie Cinese Hotel”) Controlled by Mr. Liu - - (50 (44)
RSB M B AR

(Dongguan Wansheng Real Estate Development

Co. Ltd.) (“Dongguan Wansheng Real Estate”)  Controlled by Mr. Liu (68,852) (143,897) (131,282) (138,407)
T RRBF R EARAF

Dongguan Xingda Education Investment Co.

Ltd. Controlled by Ms. Li (4395) (4,385  (4,385) (4,385)
oM e RAE R EARAR

Dongguan Hexing Education Investment Co.

Ltd. Controlled by Ms. Li (598) (598) (598) (598)
o B WEEREAR A

Dongguan Fugin Industrial Investment Co. Ltd. ~ Controlled by Ms. Li (1,095)  (1,095) (1,095) (1,095)
Dongguan Cinese Real Estate Controlled by Mr. Liu - (1,031) - -

(333,313) (426,868) (327,213) (354,150)

Other Payables

Our indebtedness also include consideration payable for the acquisition of Dongguan
Guangzheng Preparatory School and payables for the land use right acquired for the use of Dongguan
Guangzheng Preparatory School. Such other payables are unsecured and unguaranteed. We acquired
our Dongguan Guangzheng Preparatory School in August 2013 for a total consideration of RMB250.0
million. As of 31 August 2014, 2015 and 2016 and 30 November 2016, consideration payable for the
acquisition of Dongguan Guangzheng Preparatory School amounted to RMB24.0 million, RMB7.0
million and RMB4.0 million and RMB4.0 million, respectively. As of 31 August 2014, 2015 and 2016
and 30 November 2016, our payables for the land use right acquired for the use of Dongguan
Guangzheng Preparatory School amounted to RMB12.4 million, RMB12.4 million and RMB12.4
million and RMB12.4 million, respectively.
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Contingent Liability

On 19 March 2015, an individual who is an Independent Third Party, initiated court proceedings
in relation to the advances he made on behalf of Dongguan Guangzheng Preparatory School during
its establishment for a total amount of RMBS5.0 million and the related interests thereof. As of the
Latest Practicable Date, the outcome of this legal proceeding had yet to be finalised.

Except as disclosed above, as of 30 November 2016, being the latest practicable date for
determining our indebtedness, we did not have any loan capital issued and outstanding or agreed to
be issued, bank overdrafts, loans or other similar indebtedness, liabilities under acceptances or
acceptable credits, debentures, mortgages, charges, hire purchases commitments, guarantees or other
material contingent liabilities.

LISTING EXPENSES

We expect to incur a total of approximately RMB49.3 million of listing expenses (assuming an
Offer Price of HK$1.99, being the mid-point of the indicative Offer Price range between HK$1.70
and HK$2.28, and assuming that the Over-allotment Option is not exercised at all) in relation to the
Global Offering, of which approximately RMB24.4 million were charged to profit and loss and
approximately RMB6.6 million was capitalised during the Track Record Period. For the remaining
expenses, we expect to charge approximately RMB6.2 million to our profit or loss and to capitalise
approximately RMB12.1 million. Listing expenses represent professional fees and other fees incurred
in connection with the Listing, excluding underwriting commissions and trading levy. The listing
expenses above were the best estimate as at the Latest Practicable Date and were for reference only
and the actual amount may differ from this estimate.

KEY FINANCIAL RATIOS
The following table sets forth certain financial ratios as of the respective dates:

As of/for the year ended 31 August

2014 2015 2016
Gross profit margin‘" 46.8% 49.1% 47.1%
Net profit margin‘® 20.2% 32.1% 22.0%
Adjusted net profit margin®’ 26.3% 30.4% 26.5%
Return on assets® 3.4% 6.1% 6.3%
Return on equity®’ 17.8% 27.0% 18.6%
Current ratio'® 0.34 0.99 0.60
Debt to equit?l ratio'” 2.46 1.87 0.61
Gearing ratio'® 2.49 1.89 0.73
Interest coverage ratio® 1.89 1.89 2.87

Notes:

(1)  Gross profit margin equals our gross profit divided by revenue for the year.

(2)  Net profit margin equals our net profit after tax divided by revenue for the year.

(3)  Adjusted net profit margin equals our adjusted net profit after tax divided by revenue for the year. Adjusted net
profit equals the sum of our net profit, finance costs in relation to advances to Cinese Group and other related
parties, loss on disposal of subsidiaries and listing expenses, less the sum of imputed interest income on
advances to Cinese Group and other related parties, without taking into account the potential impact of PRC
taxes, which may or may not be applicable. Please refer to “Summary — Selected Historical Financial
Information” of this prospectus for further details.

(4)  Return on assets equals net profit for the year divided by total assets as of the end of the year.

(5) Return on equity equals net profit for the year divided by total equity amounts as of the end of the year.

(6)  Current ratio equals our current assets divided by current liabilities as of the end of the year.
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(7)  Debt to equity ratio equals total interest-bearing bank loans and other borrowings net of cash and cash
equivalents at the end of the year divided by total equity at the end of the year.

(8)  Gearing ratio equals total debt divided by total equity as of the end of the year. Total debt includes all
interest-bearing bank loans and other borrowings.

(9) Interest coverage ratio equals profit before interest and tax (less finance income) of one year divided by finance
costs of the same year.

Analysis of Key Financial Ratios
Gross Profit Margin

Our gross profit margin increased from 46.8% for the year ended 31 August 2014 to 49.1% for
the year ended 31 August 2015, primarily driven by (i) increased student enrolment in our Dongguan
Guangzheng Preparatory School and Huizhou Guangzheng Preparatory School as they entered into
the second school year operated by us, and (ii) increased tuition and boarding fee rates at our
Dongguan Guangming School, Dongguan Guangming Primary School and Dongguan Guangzheng
Preparatory School for the 2014/2015 school year. Our gross profit margin decreased to 47.1% for
the year ended 31 August 2016, primarily due to increased staff costs mainly as a result of increased
number of teachers and increased teachers’ salaries. The tuition and boarding fee rates for all of our
schools remained unchanged for the 2015/2016 school year.

Net Profit Margin

Our net profit margin increased from 20.2% for the year ended 31 August 2014 to 32.1% for the
year ended 31 August 2015, primarily attributable to (i) increased student enrolment in our schools,
which was mainly because our Dongguan Guangzheng Preparatory School and Huizhou Guangzheng
Preparatory School entered into the second school year operated by us; (ii) increased tuition and
boarding fee rates at our Dongguan Guangming School, Dongguan Guangming Primary School and
Dongguan Guangzheng Preparatory School for the 2014/2015 school year; and (iii) increased
imputed interest income on advances to Cinese Group and other related parties, which was mainly
due to increased level of outstanding advances to Cinese Group and other related parties. Our net
profit margin decreased to 22.0% for the year ended 31 August 2016, primarily due to the listing
expenses incurred of RMB24.4 million, increased administrative expenses, as well as increased
selling expenses in relation to the marketing and promotion of our schools. The tuition and boarding
fee rates for all of our schools remained unchanged for the 2015/2016 school year.

Adjusted Net Profit Margin

Our adjusted net profit margin increased from 26.3% for the year ended 31 August 2014 to
30.4% for the year ended 31 August 2015, primarily attributable to (i) increased student enrolment
in our schools, which was mainly because our Dongguan Guangzheng Preparatory School and
Huizhou Guangzheng Preparatory School entered into the second school year operated by us; and (i)
increased tuition and boarding fee rates at our Dongguan Guangming School, Dongguan Guangming
Primary School and Dongguan Guangzheng Preparatory School for the 2014/2015 school year. Our
adjusted net profit margin decreased to 26.5% for the year ended 31 August 2016, primarily due to
the listing expenses incurred of RMB24.4 million, increased administrative expenses, as well as
increased selling expenses in relation to the marketing and promotion of our schools. The tuition and
boarding fee rates for all of our schools remained unchanged for the 2015/2016 school year.

Return on Assets and Return on Equity

Our return on assets ratio increased from 3.4% for the year ended 31 August 2014 to 6.1% for
the year ended 31 August 2015, mainly due to the first school year ramp up period for Dongguan
Guangzheng Preparatory School and Huizhou Guangzheng Preparatory School, both of which
commenced operations in September 2013. Our return on assets ratio increased to 6.3% for the year
ended 31 August 2016.
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Return on equity ratio increased from 17.8% for the year ended 31 August 2014 to 27.0% for
the year ended 31 August 2015, primarily because student enrolment in our schools increased. Our
return on equity ratio decreased to 18.6% for the year ended 31 August 2016, primarily due to the
listing expenses incurred.

Current Ratio

Our current ratio increased from 0.34 as of 31 August 2014 to 0.99 as of 31 August 2015,
primarily due to an increase in amounts due from related parties.

Our current ratio, decreased to 0.60 as of 31 August 2016, primarily due to a decrease in
amounts due from related parties and an increase in amounts due to related parties.

Debt to Equity Ratio and Gearing Ratio
Our debt to equity ratio and gearing ratio decreased from 2.46 and 2.49 as of 31 August 2014,
respectively, to 1.87 and 1.89 as of 31 August 2015, respectively, mainly because of increased total

equity at year end.

Our debt to equity ratio and gearing ratio decreased to 0.61 and 0.73 as of 31 August 2016,
respectively, primarily due to decreased bank borrowings at year end.

Interest Coverage Ratio

Our interest coverage ratio remained stable at 1.89 for the year ended 31 August 2014 and 2015.
Our interest coverage ratio increased to 2.87 for the year ended 31 August 2016, mainly because of
decreased finance costs, which was primarily due to lower level of bank borrowings.
RELATED PARTY TRANSACTIONS AND BALANCES
Related Party Transactions and Balances that are Trade in Nature

Related Party Transactions

During the years ended 31 August 2014, 2015 and 2016, we entered into the following
transactions with related parties:

Nature of Year ended 31 August
Related party Relationship transactions 2014 2015 2016
(RMB’000) (RMB’000) (RMB’000)
Dongguan Yingwei Controlled by Mr. SP Liu Purchase of goods 10,943 11,957 13,150
Dongguan Changying Controlled by Mr. SP Liu Purchase of goods 2,622 3,754 5,854
Dongguan Yingfa Controlled by a close Purchase of goods 1,656 2,987 3,661
family member of Mr. Liu
Dongguan Cinese Hotel ~ Controlled by Mr. Liu Hospitality expenses 45 364 1,263
Dongguan Wenfeng Controlled by a close Construction 504 5,158 48,674
family member of Mr. Liu  expenses
Dongguan Cinese Real Controlled by Mr. Liu Construction - - 212,500
Estate expenses
Mr. Liu Controlling equity holder Acquisition of a - - 10
and director subsidiary
Mr. Liu Jiefeng (%1788%)  Close family member of Disposal of - - 720
Mr. Liu subsidiaries
Mr. SP Liu Father of Mr. Liu Disposal of a - - 80
subsidiary
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During the years ended 31 August 2014, 2015 and 2016, the Group entered into the following
construction contracts with related parties, which are controlled by Mr. Liu and/or their close family
members:

Nature of Year ended 31 August
Related party Relationship transactions 2014 2015 2016
(RMB’000) (RMB’000) (RMB’000)
Dongguan Wenfeng Controlled Contract 5,351 29,937 51,774
by a close amounts
family entered
member of
Mr. Liu
Dongguan Cinese Real Controlled Contract - - 590,000
Estate by Mr. amounts
Liu entered

We expect to discontinue the aforesaid related party transactions in relation to the purchase of
goods and hospitality expenses prior to Listing, while the aforesaid disposal of subsidiaries had been
completed as of the Latest Practicable Date. During the year ended 31 August 2016, we entered into
construction agreements with Dongguan Cinese Real Estate, a company controlled by Mr. Liu with
respect to the construction of Weifang Guangzheng Preparatory School and Guang’an Guangzheng
Preparatory School. On 20 December 2016, we entered into another construction agreement with
Dongguan Cinese Real Estate with respect to the construction of Yunfu Guangzheng Preparatory
School. Please see “Connected Transactions” section for further details of the construction
agreements with Dongguan Cinese Real Estate.

Our Directors believe that each of the related party transactions set out above and in note 36 to
the Accountant’s Report in Appendix I to this prospectus was conducted in the ordinary course of
business on an arm’s length basis. Our Directors are also 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.

Related Party Balances

As of 31 August 2014, 2015 and 2016, we did not incur amounts due from related parties that
are trade in nature and our amounts due to related parties that are trade in nature were RMB3.6
million, RMB6.0 million and RMB12.6 million, respectively. The table below sets forth a summary
of the amounts due to our related parties that are trade in nature, by amount and as a percentage of
the total amounts due to our related parties that are trade in nature, as of the dates indicated.

As of 31 August
2014 2015 2016
(RMB’000) % (RMB’000) 9% (RMB’000) %

Amounts due to Dongguan Yingwei 1,229 34.2% 2,449 41.0% 7,162 56.9%
Amounts due to Dongguan

Changying 382 10.6% 1,272 21.3% 2,609 20.7%
Amounts due to Dongguan Yingfa 388 10.8% 653 11.0% 1,186 9.4%
Amounts due to Dongguan Wenfeng 1,596 44.4% 1,596 26.7% 1,618 12.9%

Total amounts due to related parties 3,595 100% 5,970 100% 12,575 100%

Amounts due to the abovesaid related parties are trade in nature, unsecured, non-interest bearing
and repayable on demand. As of 31 August 2014, 2015 and 2016, amounts due to the abovesaid
related parties were aged within 180 days based on invoice date.
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Related Party Balances that are Non-Trade in Nature
Amounts Due From Related Parties

As of 31 August 2014, 2015 and 2016, amounts due from our related parties that are non-trade
in nature were RMB1,362.5 million, RMB1,585.6 million and RMBS550.8 million, respectively. The

table below sets forth a summary of the amounts due from our related parties as of the dates indicated.

Maximum amount outstanding during

At 31 August Year ended 31 August

Relationship 2014 015 2016 2014 2015 2016

(RMB’000) ~ (RMB’000) ~ (RMB’000) ~ (RMB'000)  (RMB’000)  (RMB’000)

Mr. Liu Controlling Equity Holders 120,424 149,877 50,691 120,424 214,735 235022
and director

Ms. Li Controlling Equity Holders 71811 54221 41,478 84,968 71811 54221
and director

Cinese Group - borrowings Controlled by Mr. Liu 1,014409 1,163,021 2170 1014409 1,163,201 1,163,201

Cinese Group Controlled by Mr. Liu 148,721 216,416 192,269 148,721 216,416 657,469

Dongguan Cinese Real Estate Controlled by Mr. Liu - - 44228 - - 44228

Dongguan Fusheng Controlled by Ms. Li 266 266 266 266 266 266

Dongguan Cinese Hotel Controlled by Mr. Liu 836 1,837 787 836 1,837 1,837

Dongguan Wenfeng Controlled by a close family - - 8,940 - - 8,941

member of Mr. Liu

1,362,467 1,585,038 350,830

Analysed for reporting purposes as:
Current assets 287537 1,486,418 550,830
Non-current assets 1,074,930 99,220 -

1,362,467 1,585,638 550,830

Amounts due from Cinese Group (borrowings) represented advances provided by our Group to
Cinese Group with carrying amount of RMB1,014.4 million, RMB1,163.0 million and RMB212.2
million as of 31 August 2014, 2015 and 2016, respectively. Such advances were unsecured,
non-interest bearing and repayable in two years. The nominal value of the advances as of 31 August
2014, 2015 and 2016 were RMB1,165.0 million, RMB1,230.0 million and RMB215.2 million,
respectively.

Amounts due from Mr. Liu and Ms. Li, both of whom are Directors of our Group, include
advances provided by our Group to Mr. Liu and Ms. Li with carrying amount of RMB151.0 million
as of 31 August 2014. Such advances were unsecured, non-interest bearing and the management
expected the advances would be repayable over one year. The nominal value of the advances as of
31 August 2014 was RMB162.4 million.

According to the Provisions of the Supreme People’s Court on Certain Issues Concerning
Application of Law in Trial of Cases Involving Private Lending (&1 A % Be B A 25 38 R I fE B
{5 F R T R AE), effective on 1 September 2015, private loan contracts entered into
between legal persons for purposes of production and operations are effective, subject to certain
circumstances set out therein. Accordingly, as (i) the advances provided by our Group to our related
parties as set out above were made for purpose of business operations; (ii) such advances were not
made for generating profit through loan refinancing or other illegal purpose; and (iii) such advances
were interest-free loans, our PRC Legal Adviser are of the view that such advances were not in breach
of the applicable PRC laws and regulations.
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During the Track Record Period, we recognised imputed interest income on the aforesaid
advances to Cinese Group and Mr. Liu and Ms. Li under IFRS. The imputed interest income
recognised on advances to Cinese Group was RMB34.9 million and RMB101.1 million and RMB64.0
million for the years ended 31 August 2014, 2015 and 2016, respectively. The imputed interest
income recognised on advances to Mr. Liu and Ms. Li was RMB7.3 million and RMB11.3 million as
of 31 August 2014 and 2015, respectively. Such imputed interest income is only a hypothetical
income under IFRS and had no cash inflow during the Track Record Period. As at the Latest
Practicable Date, all the amounts due to and from related parties which were non-trade in nature had
been fully settled. Please refer to “— Finance Income” and “— Imputed Interest Income and Related
Interest Expenses” above for further details.

The other amounts due from Cinese Group, Mr. Liu and Ms. Li and other related parties as of
31 August 2014, 2015 and 2016 were also unsecured, non-interest bearing and repayable on demand.

Amounts Due To Related Parties

As of 31 August 2014, 2015 and 2016, amounts due to our related parties that are non-trade in
nature were RMB333.3 million, RMB426.9 million and RMB327.2 million, respectively. The table
below sets forth a summary of the amounts due to our related parties which were non-trade in nature
as of the dates indicated.

At 31 August

Relationship 2014 2015 2016

(RMB’000) (RMB’000) (RMB’000)

Mr. Liu Controlling Equity Holders 102,727 119,725 155,877
and director

Ms. Li Controlling Equity Holders 7,521 10,317 7,764
and director

Cinese Group Controlled by Mr. SP Liu 147,625 145,307 25,715

Dongguan Cinese Hotel Controlled by Mr. Liu 300 313 247

Dongguan Fusheng Controlled by Mr. Liu 200 200 200

Dongguan Shijie Cinese Hotel Co. Ltd. Controlled by Mr. Liu - - 50

Dongguan Wansheng Real Estate Controlled by Mr. Liu 68,852 143,897 131,282

Dongguan Cinese Real Estate Controlled by Mr. Liu - 1,031 -

Dongguan Xingda Education Investment Co. Ltd. ~ Controlled by Ms. Li 4,395 4,385 4,385

Dongguan Hexing Education Investment Co. Ltd. ~ Controlled by Ms. Li 598 598 598

Dongguan Fuqin Industrial Investment Co. Ltd. Controlled by Mr. Liu 1,095 1,095 1,095

333,313 426,868 327213

The aforementioned amounts due to our related parties are non-trade in nature, unsecured,
non-interest bearing and repayable on demand.

As at the Latest Practicable Date, all the amounts due to and from related parties which were
non-trade in nature had been fully settled.

Compensation of key management personnel

The remuneration of Directors and other members of key management of our Group during the
Track Record Period is set out in note 36 of the Accountants’ Report in Appendix I to this prospectus.

OFF-BALANCE SHEET COMMITMENTS AND ARRANGEMENTS
As of the Latest Practicable Date, we had not entered into any off-balance sheet transactions.
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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.

NON-DISTRIBUTABLE RESERVES AND DIVIDENDS

As of the Latest Practicable Date, we had not declared or paid any dividends on our ordinary
shares. We intend to adopt, after our Listing, a general dividend policy of declaring and paying
dividends on an annual basis of no less than 30% of our distributable net profit attributable to our
Shareholders in the future but subject to, among other things, our future operation and earnings,
capital requirements and surplus, financial condition, working capital requirements and other factors
that our Directors consider relevant. Any declaration and payment as well as the amount of dividends
will be subject to our constitutional documents and the relevant laws. There can be no assurance that
we will be able to declare or distribute any dividend in the amount set out in any plan of the Board
or at all.

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. Pursuant to the laws applicable to the PRC’s Foreign Investment Enterprises, our Company’s
subsidiaries and Consolidated Affiliated Entities in the PRC 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 (i) a general reserve and (ii) 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 requires a private school that requires reasonable returns to make an annual appropriation
of 25% of its after-tax income to its development fund prior to payments of reasonable returns. Such
appropriations are required to be used for the construction or maintenance of the school or for the
procurement or upgrading of educational equipment. The total amount of development fund reserves
our schools made during the three years ended 31 August 2014, 2015 and 2016 was RMB28.7 million,
RMB39.3 million and RMB35.4 million, respectively.

Under the relevant PRC laws and regulations, on-campus canteens shall in principle be operated
on a “not-for-profit” basis. However, such “not-for-profit” principle is not defined in any PRC laws
and regulations. We consulted with the competent education authorities and price authorities pursuant
to which we understand that the principle of “not-for-profit” is met if our schools do not seek to
distribute to our school sponsors the surplus, if any, from the operation of our on-campus canteens
which may be applied for the continuous operation and improvement of the relevant on-campus
canteens. Our PRC Legal Adviser is of the view that, the principle of “not-for-profit” is met if the
school sponsors and operators of a school do not derive a profit from the operations of the on-campus
canteens. During the Track Record Period, none of our schools had distributed any retained earnings
(including any retained earnings from the on-campus canteens) to our school sponsors, none of the
retained earnings from our on-campus canteens had been provided to our school sponsors as returns
and the school sponsors and operators of our schools did not receive or intend to receive a profit from
the operations of our on-campus canteens. Accordingly, our PRC Legal Adviser is of the view that,
our operation of the on-campus canteens does not violate the aforesaid “not-for-profit” principle and
is consistent with the legal principle stated in the General Principles of the Civil Law of the People’s
Republic of China (Draft), promulgated by the Standing Committee of the National People’s
Congress of the People’s Republic of China on 5 July 2016, which provides that “not-for-profit legal
entities shall not distribute profits to its members or sponsors”. To better manage the retained
earnings from our on-campus canteens, our Directors have decided to voluntarily establish a
non-distributable reserve and transfer all the retained earnings of our on-campus canteens since the
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operation thereof into such reserve. As of 31 August 2016, all such retained earnings in the amount
of RMB182.5 million had been transferred to the aforesaid non-distributable reserve. Our PRC Legal
Adviser is of the view that, the establishment of the non-distributable reserve and the transfer of such
retained earnings to the reserve for the continuous operation and improvement of the relevant
on-campus canteens and other purposes permitted by PRC laws are not in breach of the aforesaid
“not-for-profit” principle. The operating profit contribution from the on-campus canteens was
approximately RMB33.5 million, RMB46.6 million and RMB48.6 million for the years ended 31
August 2014, 2015 and 2016, respectively. In arriving at the above figures, we have taken into
account certain cost allocation, based on our management’s judgment and to the extent practicable,
with respect to the operation of our on-campus canteens and before tax. Our Directors confirm that
we manage the accounts of our on-campus canteens separately from the accounts for our tuition and
boarding fees. Our PRC Legal Adviser is of the view that, if any services provided by Dongguan
Ruixing or its designated third party relate to or are used by the on-campus canteens, the relevant
service fees can be paid out of the non-distributable reserve and the aforesaid regulatory requirements
do not restrict the transfer of such service fees to Dongguan Ruixing or its designated third party, as
the service fees are incurred as consideration for the services that relate to or are used by the
on-campus canteens. Please refer to “Business — Ancillary Services” for further details.

No dividend has been paid or proposed by our Company during the Track Record Period, nor
has any dividend been proposed since the Track Record Period.

QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARKET RISK
Foreign Exchange Risk

Substantially all of our revenue and expenses are denominated in Renminbi. We do not believe
that we currently have any significant direct foreign exchange risk and have not used any derivative
financial instruments to hedge our exposure to such risk. Although in general, our exposure to foreign
exchange risk should be limited, the value of your investment in our Shares will be affected by the
exchange rate between the Hong Kong dollar and the Renminbi because the value of our business is
effectively denominated in Renminbi, while the Shares will be traded in Hong Kong dollars.

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. For instance, in the PRC from 1995 until July 2005, the conversion of the Renminbi into
foreign currencies, including the Hong Kong dollar and US dollar, was 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 21 July 2005, this revaluation resulted in
the Renminbi appreciating against the US dollar and the Hong Kong dollar by approximately 2 per
cent on that date. On 23 September 2005, the PRC government widened the daily trading band for
the Renminbi against non-US dollar currencies from 1.5 per cent to 3.0 per cent to improve the
flexibility of the new foreign exchange system. As a result, the Renminbi has fluctuated sharply since
July 2008 against other freely traded currencies, in tandem with the U.S. dollar. On 20 June 2010,
the PBOC announced that it intended to further reform the Renminbi exchange rate regime by
enhancing the flexibility of the Renminbi exchange rate. On 16 April 2012, the PBOC enlarged the
previous floating band of the trading prices of the Renminbi against the US dollar in the inter-bank
spot foreign exchange market from 0.5 per cent to 1 per cent in order to further improve the managed
floating Renminbi exchange rate regime based on market supply and demand with reference to a
basket of currencies. On 15 March 2014, the PBOC further enlarged the floating band of the trading
prices of the Renminbi against the US dollar in the inter-bank spot foreign exchange market from 1
per cent to 2 per cent, effective from March 2014. On 11 August 2015, the People’s Bank of China
(PBOC) announced a change to the daily fixing mechanism of the RMB exchange rate, which is now
based on the previous day’s average closing rate and takes into account exchange rate developments
of the most important international currencies. On 30 November 2015, the International Monetary
Fund (IMF) included the RMB with a 10.92% weighting to its Special Drawing Right (SDR) basket,
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effective 1 October 2016. To the extent that we need to convert Hong Kong dollars we receive from
this offering into Renminbi for our operations, appreciation of the Renminbi against the Hong Kong
dollar would have an adverse effect on the Renminbi amount we receive from the conversion.
Conversely, if we decide to convert the Renminbi into Hong Kong dollars for the purpose of making
payments for dividends on our Shares or for other business purposes, appreciation of the Hong Kong
dollar against the Renminbi would have a negative effect on the Hong Kong dollar amounts available
to us.

Interest Rate Risk

Our fair value interest rate risk primarily related to our fixed-rate borrowings. We are also
exposed to cash flow interest rate risk through the impact of rate changes on interest bearing financial
assets and liabilities, mainly bank balances and cash and bank borrowings which carried interest at
prevailing market interest rates. It is our policy to keep certain borrowings at floating rates of interest
so as to minimise the fair value interest rate risk. We currently do not use any derivative contracts
to hedge its exposure to interest rate risk. However, the Directors will consider hedging significant
interest rate risk should the need arise.

Sensitivity Analysis

The sensitivity analysis below has been determined based on the exposure to interest rates for
variable rate bank borrowings at the end of each reporting period and assumed that the amount of
liabilities outstanding at the end of each reporting period was outstanding for the whole year. A 50
basis point increase or decrease is used when reporting interest rate risk internally to key management
personnel and represents management’s assessment of the reasonably possible change in interest
rates.

If interest rates had been 50 basis points higher/lower and all other variables were held constant,
our post-tax profit for the years ended 31 August 2014, 2015 and 2016 would decrease/increase by
RMB3.3 million, RMB3.3 million and RMB1.8 million, respectively. This is mainly attributable to
our exposure to interest rates on its bank borrowings.

In management’s opinion, the sensitivity analysis is unrepresentative of the inherent interest rate
risk as the year end exposure at the end of the reporting period does not reflect the exposure during
the respective years.

Credit Risk

Our maximum exposure to credit risk in the event of the counterparties’ failure to perform its
obligations is arising from the carrying amounts of the respective recognised financial assets as stated
in the consolidated statements of financial position.

In order to minimise the credit risk on other receivables, management makes periodic collective
assessments as well as individual assessment on the recoverability of other receivables based on
historical settlement records and past experience. The directors of our Company believe that there is
no material credit risk inherent in our outstanding balance of other receivables.

The credit risk on bank balances is limited because the counterparties are reputable financial
institutions.

Liquidity risk

As of 31 August 2014, 2015 and 2016 and 30 November 2016, we recorded net current liabilities
of RMB683.2 million, RMB14.6 million, RMB457.6 million and RMB467.1 million, respectively. In
view of these circumstances, our Directors have given consideration of our future liquidity and
performance and our available sources of finance in assessing whether we will have sufficient
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financial resources to continue as a going concern. Our Directors are satisfied that our Group will
have sufficient financial resources to meet its financial obligations as they fall due in the foreseeable
future by taking into account our cash flow projection, repayment of advance from related parties,
unutilised bank facilities and our future capital expenditure in respect of its non-cancellable capital
commitments. Our Directors consider that we have sufficient working capital to meet in full our
financial obligations as they fall due for at least the next twelve months from the end of the reporting
period and accordingly, our financial statements have been prepared on a going concern basis.

DISCLOSURE UNDER RULES 13.13 TO 13.19 OF THE LISTING RULES

Our Directors confirm that, save as disclosed in the paragraph headed “Indebtedness” above, as
of the Latest Practicable Date, there was no circumstance that would give rise to a disclosure
requirement under Rules 13.13 to 13.19 of the Listing Rules.

PROPERTY INTERESTS AND PROPERTY VALUATION REPORT

The value of our property interests as of 31 December 2016 as valued by DTZ Cushman
Wakefield Limited, an independent property valuer, was RMB508.3 million. There was a net
revaluation deficit, representing the deficit market value of the properties below their book value as
of 31 August 2016. There was a net revaluation deficit, representing the deficiency in market value
of the properties below their net book value as of 31 December 2016. We considered that there is no
impairment on these properties as the value in use of these properties are higher than the carrying
amount as of 31 December 2016. Management of the Company considered there is no impairment
indicator on these properties as these properties are mainly school premises in Dongguan which are
profit generating. Further details of our property interests and the text of the letter and valuation
certificates of these property interests prepared by DTZ Cushman Wakefield Limited are set out in
Appendix III to this prospectus.

Disclosure of the reconciliation of the valuation of the interests in properties attributable to us
as of 31 December 2016 and such property interests in our consolidated statements of financial
position as of 31 August 2016 as required under Rule 5.07 of Listing Rules is set forth below:

RMB’000
Net book value of the following properties as at 31 August 2016:
Buildings and construction in progress included in property,
plant and equipment 1,257,974
Prepaid lease payments 232,022
Investment properties 19,700
Less: Buildings and lease payment located on collective owned land
without commercial value (863,496)
646,200
Less: Depreciation and amortisation for the four months ended
31 December 2016 (6,100)
Fair value loss on investment properties (1,400)
638,700
Valuation surplus (deficit) (130,400)
Valuation as at 31 December 2016 508,300

NO MATERIAL ADVERSE CHANGE

Our Directors confirm that, up to the date of this prospectus, there had been no material adverse
change in the industry in which we operate since 31 August 2016 and there was no event since 31
August 2016 which would materially affect the information shown in the Accountant’s Report in
Appendix I to this prospectus.
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UNAUDITED PRO FORMA ADJUSTED CONSOLIDATED NET TANGIBLE ASSETS

The following is an unaudited pro forma statement of adjusted consolidated net tangible assets
of the Group which is based on the audited consolidated net tangible assets of the Group attributable
to the owners of the Company as at 31 August 2016 as shown in the Accountants’ Report, the text
of which is set out in Appendix I to this prospectus, adjusted as described below. It has been prepared
for illustrative purposes only and, because of its hypothetical nature, may not give a true picture of
the consolidated net tangible assets of the Group attributable to the owners of the Company as at 31

August 2016 or any future date following the Global Offering.
Unaudited pro
Audited Unaudited pro forma adjusted
consolidated net forma adjusted consolidated net
tangible assets of consolidated net tangible assets of
the Group Estimated tangible assets of the Group
attributable to net proceeds the Group  attributable to
owners of the from the attributable to owners of the
Company as of Global owners of the Company per
31 August 2016 Offerin Company Share
(RMB’000)""  (RMB’000)( (RMB’000) RMB®’  HK$™
Based on Offer
Price of
HK$1.70
(RMB1.46) per
Share 830,775 684,890 1,515,665 0.76 0.88
Based on Offer
Price of
HK$2.28
(RMB1.96) per
Share 830,775 927,070 1,757,845 0.88 1.02
Notes:
(1)  The audited consolidated net tangible assets of the Group attributable to the owners of the Company as at 31

(2)

(3)

“

(5)

August 2016 are based on audited consolidated net assets of the Group attributable to the owners of the
Company as at 31 August 2016 of approximately RMB830,775,000 as set out in Appendix I to this prospectus.

The estimated net proceeds from the Global Offering are based on 500,000,000 shares at the indicative Offer
Price of lower limit and upper limit of HK$1.70 (equivalent to RMB1.46) and HK$2.28 (equivalent to
RMB1.96) per Share, respectively, after deduction of estimated underwriter fees and other related expenses
(excluding approximately RMB24,401,000 listing expenses which have been accounted for prior to 31 August
2016) and do not take into account any Share that may be issued pursuant to the exercise of the Over-allotment
Option. The calculation of such estimated net proceeds also does not take into account of any Shares which may
be allotted and issued or repurchased by the Company pursuant to the general mandates granted to the Directors
to issue or repurchase Shares referred to in the sections headed “Share Capital — General Mandate to Issue
Shares” or “Share Capital — General Mandate to Repurchase Shares” in this document. The proceeds from the
Global Offering are converted from Hong Kong Dollars to Renminbi at an exchange rate of RMB0.8610 to
HK$1.000, the rate of The People’s Bank of China prevailing on 31 August 2016. No representation is made
that the Renminbi amounts have been, could have been or may be converted to Hong Kong dollars, or vice versa,
at that rate or at any other rates or at all.

The number of shares used for the calculation of unaudited pro forma adjusted consolidated net tangible assets
of the Group attributable to owners of our Company per Share is based on 2,000,000,000 shares in issue
immediately upon completion of the Global Offering and the Capitalisation Issue. It does not take into account
any share which may be issued upon the exercise of the Over-allotment Option. In addition, it does not take into
account of any Shares which may be allotted and issued or repurchased by the Company pursuant to the general
mandates granted to the Directors to issue or repurchase Shares referred to in the sections headed “Share Capital
— General Mandate to Issue Shares” or “Share Capital — General Mandate to Repurchase Shares” in this
document.

The unaudited pro forma adjusted consolidated net tangible assets attributable to owners of our Company per
Share are converted into Hong Kong Dollars at an exchange rate of RMB0.8610 to HK$1, the rate of The
People’s Bank of China prevailing on 31 August 2016. No representation is made that the Renminbi amounts
have been could have been or may be converted to Hong Kong dollars, or vice versa, at that rate or at any other
rate or at all.

No adjustments has been made to the unaudited pro forma adjusted consolidated net tangible assets of the Group

attributable to owners of our Company to reflect any trading results or other transactions of the Group entered
into subsequent to 31 August 2016.
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BACKGROUND OF THE CONTRACTUAL ARRANGEMENTS

We currently conduct our private education business through our Consolidated Affiliated
Entities in the PRC as PRC laws and regulations 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 high schools to
Sino-foreign cooperation, in addition to imposing a qualification requirement on the foreign owners.
Further, government approval in respect of Sino-foreign cooperation had been withheld. We do not
hold any equity interest in our Consolidated Affiliated Entities. The Contractual Arrangements,
through which we obtain 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 (P &% Eh 15| & R
] 4 M A\ B S AR o R 7 R 3 S 1Y B & L) 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 Catalog.

Under the Foreign Investment Catalog, 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 schools and middle schools operated by us in the PRC are held by
Guangdong Guangzheng, Panjin Guangzheng and Huizhou Guangzheng, which are directly or
indirectly wholly-owned by the Registered Shareholders, and controlled by us pursuant to the
Contractual Arrangements.

High school education

Pursuant to the Foreign Investment Catalog, the provision of high school education in the PRC
falls within the “restricted” category. In particular, the Foreign Investment Catalog explicitly restricts
high schools to Sino-foreign cooperation, which means that foreign investors may only operate
pre-schools and high schools through joint ventures with PRC incorporated entities that are in
compliance with the Sino-Foreign Regulation. In addition, the Foreign Investment Catalog 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 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”).

In relation to the interpretation of Sino-foreign cooperation, pursuant to the Sino-Foreign
Regulation, the foreign investor in a Sino-foreign cooperative school for PRC students at a high
school (a “Sino-Foreign Cooperative Private School”) must be a foreign educational institution
with relevant qualification and high quality of education (the “Qualification Requirement”).
Furthermore, pursuant to the Implementation Opinions, the foreign portion of the total investment in
a Sino-Foreign Cooperative Private School should be below 50% (the “Foreign Ownership
Restriction”) and the establishment of these schools is subject to approval of education authorities
at the provincial or national level.
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Our PRC Legal Adviser (i) has reviewed the Sino-foreign cooperative school application form
(FANEVEHREL M F 5538 setting out the information required from the foreign investor (indicating
its type), which may be a national, public or private school or a for-profit entity or not-for-profit
entity or other types; and (ii) 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 educational authority that it meets the
Qualification Requirement. We have taken steps to meet the Qualification Requirement as set out in
the paragraph below headed “Plan to comply with the Qualification Requirement” below. In the event
that we decide to establish a Sino-foreign cooperative school in the PRC, we will seek guidance and
advice from the relevant government authorities as to specific criteria to be met and whether the
Qualification Requirement has been satisfied.

On 17 May 2016, with the assistance of our PRC Legal Adviser, we consulted Dongguan
Education Bureau. We were advised by the interviewee, namely the vice head of the private schools
administration division (RIFEAEHF}) of Dongguan Education Bureau that:

1. save for one kindergarten, no Sino-foreign cooperative private high schools in Dongguan
had been approved after the Sino-Foreign Regulation became effective on 1 September
2003;

2. the execution of the Contractual Arrangements will not be considered as Sino-foreign
cooperation in the operation of schools and does not require approval from the education
authorities;

3. generally a full secondary school operates as a single entity and has only one school
sponsor, and separation of an established full secondary school to a middle school and a
high school is generally not supported by the government.

As advised by our PRC Legal Adviser, based on (i) the Education Law of the PRC which
provides that secondary and lower education shall be managed by the local people’s government
under the leadership of the State Council; and (ii) the Law for Promoting Private Education which
provides that educational administrative departments of local people’s governments at or above the
county level shall manage the non-state education within their respective administrative area, the
interviewee at Dongguan Education Bureau was the competent authority to confirm the above. It is
unlikely that his views will be challenged by higher authorities in the PRC.

We have obtained written confirmations from Guangdong Education Bureau, Dongguan
Education Bureau, Huizhou Education Bureau, Panjin City Education Bureau and Guang’an
Education and Sports Bureau confirming that the examination and approval process for Sino-foreign
cooperative high school had been suspended as of such respective confirmation. Our PRC Legal
Adviser advised that such confirmations are consistent with our PRC Legal Adviser’s understanding
of the policy of the Ministry of Education of the PRC regarding the approval of Sino-foreign
cooperative high schools, which had been confirmed in the written confirmation issued by
Guangdong Education Bureau. We have also obtained (i) a written confirmation from the Dongguan
Education Bureau that it does not support the separate operation of the high school section of
Dongguang Guangzheng Preparatory School and Dongguan Guangming School; (ii) a written
confirmation from the Huizhou Education Bureau that Huizhou Guangzheng Preparatory School was
approved to be established as an institution offering full 12-year education, of which the high school
section forms an integral part, and the separate operation of its high school section is not necessary;
and (iii) a written confirmation from Weicheng District Education Bureau of Weifang City,
confirming that, based on its communications with Weifang City Education Bureau, given that
Weifang Guangzheng Preparatory School had not started the operation of its high school section,
Weifang City Education Bureau would not respond or provide confirmation on enquiries relating to
the operation of high school or cooperation in connection therewith.
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As at the Latest Practicable Date, we had not made any definitive decision to commence
offering high school education in Panjin Guangzheng Preparatory School, Weifang Guangzheng
Preparatory School, Guang’an Guangzheng Preparatory School, Yunfu Guangzheng Preparatory
School, or Zhaoqing Guangming Preparatory School, and accordingly had not commenced any actual
preparatory work for any such offering. In the event that we decide to commence any such
preparatory work, we will seek legal advice as well as guidance from the competent governmental
authorities, where appropriate, with respect to the offering of high school education prior to the
commencement thereof in any of these schools.

As advised by our PRC Legal Adviser, the Guangdong governmental authority has not
promulgated any implementing measures or specific guidance pursuant to the Sino-Foreign
Regulation as of the Latest Practicable Date. Our Company is not aware of any applications in respect
of Sino-Foreign cooperative schools, whether private or public, being previously submitted for
approval with the authority in Guangdong Province. As advised by our PRC Legal Adviser, private
schools established by enterprises, institutions, public organizations, other social organisations and
individuals using non-government funds are highly regulated under the Law for Promoting Private
Education and its implementation rules, which are not applicable to public schools. Please refer to
the section headed “Regulatory Overview — Regulations on Private Education in the PRC” in this
prospectus for further details.

Given that as at the Latest Practicable Date, as advised by our PRC Legal Adviser, we did not
meet the Qualification Requirement as we had no experience in operating a school outside of the
PRC, it is therefore not practicable for us to seek to apply to reorganise any of our Consolidated
Affiliated Entities as a Sino-foreign cooperative 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 make inquiries of relevant educational authorities following the
Listing to understand any regulatory developments, including whether there will be any change in
policy for approving Sino-Foreign Cooperative Private School in the Guangdong 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. Please refer to the paragraphs headed “Circumstances in which
we will unwind the Contractual Arrangements” and “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 at the Latest Practicable Date, we have not encountered any interference or encumbrance
from any governing bodies in relation to the Contractual Arrangements. The consolidated financial
results of our Consolidated Affiliated Entities, which engage in education service, are consolidated
to 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 high schools in the PRC is required
to be in the form of cooperation between Chinese educational institutions and 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 Cooperative Private School
and not less than 50% of the governing body of the high school or institute offering higher education
must be appointed by the Chinese school sponsors.
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Provided that the PRC government allows the separate operation of middle school and high
school in an established full secondary school, irrespective of the Qualification Requirement given
that 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, in the
event that (a) the Foreign Ownership Restriction and the Foreign Control Restriction remain, (b) the
Foreign Ownership Restriction remains and the Foreign Control Restriction is removed, or (c) the
Foreign Ownership Restriction is removed and the Foreign Control Restriction remains, or (d) both
of the Foreign Ownership Restriction and the Foreign Control Restriction are removed, to the extent
permitted by the applicable PRC laws and regulations at the relevant time, we intend that:

1.

in circumstance (a), we will partially unwind the Contractual Arrangements and directly
hold equity interest of less than 50% in the relevant school (such as 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 Cooperative 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 who together shall constitute
less than 50% of board of directors of the relevant school. We will then control the voting
power of the other members to the board of directors appointed by the domestic interest
holder(s) by way of Contractual Arrangements;

in circumstance (b), we will partially unwind the Contractual Arrangements and directly
hold equity interest of less than 50% in the relevant school (such as 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 Cooperative 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;

in circumstance (c), notwithstanding we will be able to hold majority interests in
Sino-Foreign Cooperative Private Schools, the Sino-Foreign Regulation still dictates that
there be a domestic interest in the school and we are not eligible to operate the schools by
ourselves. Under such circumstances, we will acquire rights to appoint members to the
board of directors who together shall constitute less than 50% of 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 hold
the maximum percentage of equity interests permissible by the relevant laws and
regulations in the relevant schools directly, subject to the approval of relevant government
authorities. As for the remaining minority domestic interests which our Company intends
to consolidate, we will then control them pursuant to the Contractual Arrangements; and

in circumstance (d), we would be allowed to directly hold 100% of the interests in the
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 school. If, subject to applicable government
approvals, we hold interests in any for-profit schools in the future, we will receive profit
distributions as equity holder of such schools. For our schools which are not-for-profit
schools, we will (through our wholly-owned subsidiaries established in the PRC) enter into
exclusive management consultancy and business cooperation agreements (similar to that
under the Contractual Arrangements) with such schools pursuant to which such
subsidiaries established in the PRC will provide corporate management and education
management consultancy services, intellectual property licensing services as well as
technical and business support service in return for service fees.
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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),
Dongguan Ruixing will exercise the call option under the Exclusive Call Option Agreement 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.

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.

As of the Latest Practicable Date, we had taken the following concrete steps to implement our
plan. In February 2016, we entered into a memorandum of understanding (the “MOU”) with Dewey
College, an independent high school subject to inspection by the Ontario Ministry of Education,
Canada, with respect to the parties’ proposed cooperation in setting up a private school in Canada,
offering secondary and pre-university education, as well as other proposed cooperations in
international education. According to the MOU, we will provide funding for the new school, the
amount of which will be determined at a later date; Dewey College will provide school management
services and utilize its partnership relations with certain Canadian universities to provide assistance
to our graduates who wish to pursue further studies in Canada. As of the Latest Practicable Date, we
had established a subsidiary in Canada, which is a joint venture company with Dewey International
Holdings Limited to act the investor and business developer for the development of the new school
in Canada. As of the Latest Practicable Date, we have incurred expenses of approximately
USD41,000 in connection with legal services regarding the joint venture company and invested
CAD150,000 in the joint venture company, which was held as to 55% and 45% by our Group and
Dewey International Holdings Limited, respectively. Please refer to the section headed “Business —
Development of New Schools — Dewey College (high school)” in this prospectus for further details
of the MOU and our international development plan. Under the current proposed cooperation
proposal by our Group, we will be responsible for, among other matters, (i) selecting and recruiting
suitable students in the PRC in accordance with the entrance requirements of the new school in
Canada; (ii) providing preparatory courses for students at our schools in the PRC who plan to pursue
further studies in the new school in Canada; (iii) participating in the design of the high school
programmes in the new school in Canada, especially for students who received fundamental
education in the PRC; and (iv) providing assistance in the design of Chinese courses as electives for
high school students in the new school in Canada.

In the opinion of our PRC Legal Adviser, if both of the Foreign Ownership Restriction and the
Foreign Control Restriction are removed but the Qualification Requirement remains and assuming we
gain a level of foreign experience sufficient to demonstrate compliance with the Qualification
Requirement and obtain the approval of the relevant education authorities for the establishment of a
Sino-Foreign Cooperative Private School in the future (provided that the PRC laws and regulations
do not impose new requirements, restrictions or prohibitions in relation to the establishment of a
Sino-Foreign Cooperative Private School), we will be able to operate our schools in the PRC directly
through our new school overseas or such other entity subject to the approval from the competent
educational authorities.
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Furthermore, we have undertaken to the Stock Exchange that we will:

(a)

(b)

under the guidance of a PRC legal adviser, continue to keep ourselves updated with regard
to all relevant regulatory developments and guidance relating to the Qualification
Requirement; and

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 1 July

2016, our
constitute

wholly-owned subsidiary, Dongguan Ruixing entered into various agreements that
the Contractual Arrangements with, among others, our Consolidated Affiliated Entities,

under which all economic benefits arising from the business of our Consolidated Affiliated Entities
are transferred to Dongguan Ruixing to the extent permitted under the PRC laws and regulations by
means of services fees payable by our Consolidated Affiliated Entities to Dongguan Ruixing.

The

following simplified diagram illustrates the flow of economic benefits from our

Consolidated Affiliated Entities to our Group stipulated under the Contractual Arrangements:

Notes:

H

()

3)

)

Our Company
) 100%
"""""""""""""""""""""""""" HRCISIO
Dongguan !
Ruixin, 3 :
: - - _( _) _____ Registered '
~ T Shareholders® [~ g
I | |
I 1 :
I 1 :
I 1 '
- @ 100% 5
L |

Our Consolidated Affiliated Entities®

Payment of service fees. Please refer to “Contractual Arrangements — Summary of the material terms of the
Contractual Arrangements — Exclusive Management Consultancy and Business Cooperation Agreement” of this
prospectus for further details.

Provision of services. Please refer to “Contractual Arrangements — Summary of the material terms of the
Contractual Arrangements — Exclusive Management Consultancy and Business Cooperation Agreement” of this
prospectus for further details.

Powers of attorney to exercise all shareholders’ rights in our Consolidated Affiliated Entities. Please refer to
“Contractual Arrangements — Summary of the material terms of the Contractual Arrangements — Powers of
attorney” of this prospectus for further details.

Exclusive call option to acquire all or part of the equity interest in our Consolidated Affiliated Entities. Please

refer to “Contractual Arrangements — Summary of the material terms of the Contractual Arrangements —
Exclusive Call Option Agreement” of this prospectus for further details.
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(5) Pledge of all the equity interest in Guangdong Guangzheng. Please refer to “Contractual Arrangements —
Summary of the material terms of the Contractual Arrangements — Equity Pledge Agreement” of this prospectus
for further details.

(6)  Provision of loans. Please refer to “Contractual Arrangements — Summary of material terms of the Contractual
Arrangements — Loan Agreement” of this prospectus for further details.

(7)  Dongguan Ruixing is an indirect wholly-owned subsidiary of our Company.

(8)  Registered Shareholders refer to the registered shareholders of Guangdong Guangzheng, i.e. Ms. Li and Mr. SP
Liu. Guangdong Guangzheng is legally held as to 98.8% by Ms. Li and 1.2% by Mr. SP Liu. Out of the 98.8%
equity interest in Guangdong Guangzheng held by Ms. Li, 60.8% equity interest is held on trust by Ms. Li for
Mr. Liu. The 1.2% equity interest in Guangdong Guangzheng is held on trust by Mr. SP Liu for Mr. Liu.

(9)  Our Consolidated Affiliated Entities comprised Guangdong Guangzheng, Dongguan Guangming School,
Dongguan Guangming Primary School, Dongguan Guangzheng Preparatory School, Weifang Guangzheng
Preparatory School, Dongguan Wenhui, Guang’an Guangzheng, Huizhou Guangzheng, Huizhou Guangzheng
Preparatory School, Panjin Guangzheng, Panjin Guangzheng Preparatory School, Weifang Guangzheng and
Yunfu Guangzheng as at the Latest Practicable Date.

(10) “_" denotes direct legal and beneficial ownership in the equity interest.

(1) “emmmee ” denotes Contractual Arrangements.

Guangdong Guangzheng is a special purpose vehicle established as a holding company to hold
interests in our other Consolidated Affiliated Entities. It is engaged in investment in both compulsory
education and high school education as the school sponsor or the holding company thereof
Guangdong Guangzheng is not engaged in any other business other than the aforesaid. Under the
Contractual Arrangements, each of our Consolidated Affiliated Entities (including Guangdong
Guangzheng and our schools) entered into the Exclusive Management Consultancy and Business
Cooperation Agreement and Loan Agreement with, among others, Dongguan Ruixing pursuant to
which each of Guangdong Guangzheng and our schools will be directly bound by and subject to the
terms and conditions thereof. Accordingly, for any services provided by Dongguan Ruixing to any of
our schools, the respective service fee will be paid by such school to Dongguan Ruixing directly. As
advised by our PRC Legal Adviser, our ability to enforce our interest over our schools is no less
effective than in the case where all of the Contractual Arrangements were entered into directly
between Dongguan Ruixing and each of our schools only. Instead, it offers further protection in our
favour by virtue of the existence of Guangdong Guangzheng and the pledge over the equity interests
in Guangdong Guangzheng pursuant to the Equity Pledge Agreement as part of the Contractual
Arrangements. This is because, as a matter of PRC law, the school sponsors cannot pledge their
interests in the schools (which are, by nature, not equity interests) and any such pledge (if any) would
be unenforceable under the PRC laws and regulations. With the existence of Guangdong Guangzheng
as the holding company, the equity interests thereof are able to be pledged in our favour as part of
the protective and control mechanism under the Contractual Arrangements, thereby substantially
reduces the uncertainties arising from the inability to obtain any direct pledge over the interests in
the schools. Accordingly, it is necessary and in our benefit for Guangdong Guangzheng to directly
enter into the Contractual Arrangements with the relevant parties to maintain our control over our
Consolidated Affiliated Entities.
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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 Agreement

Pursuant to the exclusive management consultancy and business cooperation agreement entered
into by and among Dongguan Ruixing, Guangdong Guangzheng and its subsidiary entities as
described therein which are our Consolidated Affiliated Entities, and the Registered Shareholders on
1 July 2016 (the “Exclusive Management Consultancy and Business Cooperation Agreement”),
Dongguan Ruixing has the exclusive right to provide, or designate any third party to provide
comprehensive corporate management consultancy and educational management consultancy
services, intellectual property licensing services and technical and business support services. Such
services to our Consolidated Affiliated Entities include advisory services on asset and business
operation, debt disposal, material contracts or mergers and acquisitions, educational software and
course materials research and development, employee 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, and software
and trademark and know-how licensing and other additional services as the parties may mutually
agree from time to time. Among such services, during the Track Record Period, Guangdong
Guangzheng provided our schools with advisory services on asset and business operation, loan
restructuring, employee training, market survey, research and consulting and market development and
planning at a management fee. As at 31 August 2016, Guangdong Guangzheng had over 50 personnel
(including legal and accounting professionals) responsible for providing such services. We are in the
course of transferring the relevant staff to continue providing such services to our schools from time
to time pursuant to the Exclusive Management Consultancy and Business Cooperation Agreement.
Dongguan Ruixing also plans to recruit additional personnel prior to Listing to provide such services
which include two in-house certified lawyers to advise our schools on the legal matters from time to
time including contractual matters, mergers and acquisitions and joint ventures. In addition, Bright
Education HK will assign the trademarks set out in the paragraph headed “B. Further information
about our business — 2. Intellectual Property Rights” to Dongguan Ruixing, with a view to enabling
Dongguan Ruixing to license the trademarks to our schools. Dongguan Ruixing also intends to
develop an integrated website for, and to provide public relations services to, our schools. We
consider that, based on the relevant personnel’s experience in providing a variety of services and our
proposed arrangements set out above, Dongguan Ruixing will have sufficient resources for providing
our schools with the services contemplated under the Exclusive Management Consultancy and
Business Cooperation Agreement. Without Dongguan Ruixing’s prior written consent, none of our
Consolidated Affiliated Entities may accept services covered by the Exclusive Management
Consultancy and Business Cooperation Agreement from any third party. Dongguan Ruixing owns all
intellectual property rights arising out of the performance of this agreement.

Pursuant to the Exclusive Management Consultancy and Business Cooperation Agreement,
Guangdong Guangzheng and the Registered Shareholders have undertaken to procure any subsidiary
entity to be established after the date of such agreement invested and controlled (including via
contractual arrangements) by Guangdong Guangzheng to acknowledge that it will assume rights and
obligations as a subsidiary entity of Guangdong Guangzheng under the agreement. Accordingly, as
at the Latest Practicable Date, Panjin Guangzheng Preparatory School, Weifang Guangzheng
Preparatory School and Yunfu Guangzheng had acknowledged so.

In consideration of the services provided by Dongguan Ruixing or its designated third party, our
Consolidated Affiliated Entities agree to pay service fees equal to 100% of their net income after
deducting the relevant costs, tax payment and reserved funds as required by applicable PRC laws and
regulations to Dongguan Ruixing or its designated third party who provided the services and they will
agree with Dongguan Ruixing or its designated third party who provided the services on the actual
amount of the service fees to be paid after good faith negotiations.
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As advised by our PRC Legal Adviser, the service fees payable to Dongguan Ruixing under the
Exclusive Management Consultancy and Business Cooperation Agreement do not constitute returns
to the school sponsor that are subject to the requirements relating to “reasonable returns” based on
the following factors:

(a) the Contractual Arrangements were entered into between the relevant parties based on their
actual intentions. The services provided by Dongguan Ruixing under the Exclusive
Management Consultancy and Business Cooperation Agreement and the service fee
charged thereunder are based on actual transactions. Under such agreement, Dongguan
Ruixing is required to provide each of our Consolidated Affiliated Entities with corporate
management and educational management consultancy services, intellectual property
licensing services as well as technical and business support services, and in consideration
of the services provided by Dongguan Ruixing, a service fee will be payable by our
Consolidated Affiliated Entities to Dongguan Ruixing, and they will agree with Dongguan
Ruixing on the actual amount of the service fees to be paid after good faith negotiations;

(b) the source of the reasonable returns to school sponsors differs from the source of the
service fees. Such returns are generated from the operation of our schools and are
considered to be rewards to the school sponsors through the laws and regulations of the
PRC, which are different in nature from dividends payable to shareholders of a company;
whereas the service fees are generated from the provision of services by Dongguan
Ruixing to our Consolidated Affiliated Entities under the Exclusive Management
Consultancy and Business Cooperation Agreement. The service fee constitutes revenue for
Dongguan Ruixing and costs of our Consolidated Affiliated Entities for their business
operation, and such fees form part of the commercial arrangements agreed among the
relevant parties to the Contractual Arrangements. Accordingly, the income of Dongguan
Ruixing is generated from the provision of services under the Contractual Arrangements,
rather than receiving reasonable returns indirectly from our schools; and

(c) school sponsors of our schools (which includes, among other entities, Guangdong
Guangzheng, Huizhou Guangzheng and Panjin Guangzheng) are not the recipient of the
service fee under the Exclusive Management Consultancy and Business Cooperation
Agreement (i.e. Dongguan Ruixing). These school sponsors and Dongguan Ruixing are
separate legal entities from each other. Accordingly, these school sponsors and their
respective shareholders are not able to charge any fees and thereby indirectly receive
returns through the Contractual Arrangements by way of charging our schools fees for the
services provided by Dongguan Ruixing, or requiring Dongguan Ruixing to transfer the
service fee to the school sponsors.

The Exclusive Management Consultancy and Business Cooperation Agreement will not expire
unless the parties mutually agree to terminate or the term of operation of each of the parties to the
agreement expire.

Furthermore, in order to prevent the leakage of assets and values of our Consolidated Affiliated
Entities to their respective shareholders, under the Exclusive Management Consultancy and Business
Cooperation Agreement, without the prior written approval from Dongguan Ruixing, 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 guarantee to any third party or the
creation of any encumbrances in relation to its assets; (ii) the entering into of any loan or debt
obligations owing to any third party; and (iii) the disposal or acquisition of any assets (including
intellectual properties) with a value higher than RMB3 million.

In addition, under the Exclusive Management Consultancy and Business Cooperation
Agreement, without the prior written consent of Dongguan Ruixing, none of the Consolidated

Affiliated Entities shall change or remove the members of its board of directors who are appointed
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by Dongguan Ruixing in accordance with the articles of association of each of our Consolidated
Affiliated Entities. Dongguan Ruixing also has the right to appoint the school principals, financial
controllers and other senior managers of our Consolidated Affiliated Entities. Dongguan Ruixing 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 Dongguan Ruixing’s prior written consent.
Dongguan Ruixing also has the right to periodically receive or inspect the accounts of our
Consolidated Affiliated Entities and the financial results of the Consolidated Affiliated Entities can
be consolidated into our Group’s financial information as if they were our Company’s subsidiaries.

As at the Latest Practicable Date, Bright Education HK was in the process of setting up a wholly
foreign-owned enterprise in Tibet, which we may designate as the service provider under the
Exclusive Management Consultancy and Business Cooperation Agreement for the purpose of the
Contractual Arrangements, in replacement of Dongguan Ruixing in the future where appropriate. We
may make such arrangement in view of the preferential tax policies under the Regulations on the
Implementation of Enterprise Income Tax Policy of Tibet Autonomous Region ( PG5 H if; I A 2E f
RECR E L) ) promulgated on 1 May 2014, pursuant to which Tibet local government has
exempted 40% enterprise income tax payable by enterprises in Tibet Autonomous Region for a period
of two years commencing from 1 January 2015 to 31 December 2017. As at the Latest Practicable
Date, we were not entitled to any such preferential tax treatments. Please see “Risk Factors — The
preferential tax and other treatments contemplated by us may change or may become unavailable”.

Exclusive Call Option Agreement

Under the exclusive call option agreement entered into by and among Dongguan Ruixing, the
Registered Shareholders and Guangdong Guangzheng on 1 July 2016 (the “Exclusive Call Option
Agreement”), the Registered Shareholders unconditionally and irrevocably agreed to grant
Dongguan Ruixing an exclusive, unconditional and irrevocable option for Dongguan Ruixing or its
designated third party to purchase all or part of the equity interests of the Registered Shareholders
in Guangdong Guangzheng at nil consideration or at the lowest price permitted under the PRC laws
and regulations, under circumstances in which Dongguan Ruixing or its designated third party is
permitted under PRC laws and regulations to own all or part of the equity interests of Guangdong
Guangzheng.

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 each of Guangdong Guangzheng, Dongguan Ruixing 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 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 Agreement, none of the assets of
our Consolidated Affiliated Entities are to be sold, transferred or otherwise disposed of without the
written consent of Dongguan Ruixing. In addition, under the Exclusive Call Option Agreement, none
of the shareholders of our Consolidated Affiliated Entities 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
Consolidated Affiliated Entities without Dongguan Ruixing’s prior written consent.

In the event that the Registered Shareholders receive any profit distribution or dividend from
our 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 Dongguan Ruixing or its designated third party. If Dongguan Ruixing exercises this option, all or
any part of the equity interests of our Consolidated Affiliated Entities acquired would be transferred
to Dongguan Ruixing and the benefits of equity ownership would flow to Dongguan Ruixing and its
shareholders.
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Equity Pledge Agreement

Pursuant to the equity pledge agreement entered into by and among Dongguan Ruixing, the
Registered Shareholders and Guangdong Guangzheng on 1 July 2016 (the “Equity Pledge
Agreement”), the Registered Shareholders unconditionally and irrevocably pledged all of their
equity interests in Guangdong Guangzheng to Dongguan Ruixing to guarantee performance of the
obligations of Guangdong Guangzheng and its subsidiaries and schools under the Exclusive
Management Consultancy and Business Cooperation Agreement and performance of their obligations
under the Exclusive Call Option Agreement, the Powers of Attorney and the Loan Agreement. Under
the Equity Pledge Agreement, the Registered Shareholders have agreed that, without the prior written
consent of Dongguan Ruixing, they will not transfer or dispose the pledged equity interests or create
or allow any encumbrance on the pledged equity interests that would prejudice Dongguan Ruixing’s
interest.

The equity pledge is required to be registered under the relevant laws and regulations. The
equity pledge registration of Guangdong Guangzheng with the Dongguan City Administration Bureau
for Industry and Commerce has been completed on 13 September 2016. The Equity Pledge Agreement
shall remain valid until (i) all the contractual obligations of Guangdong Guangzheng, its subsidiaries
and schools, the Registered Shareholders are satisfied in full under the Exclusive Management
Consultancy and Business Cooperation Agreement, the Exclusive Call Option Agreement, Powers of
Attorney and the Loan Agreement, or (ii) the nullification or termination of the Exclusive
Management Consultancy and Business Cooperation Agreement, the Exclusive Call Option
Agreement, Powers of Attorney and the Loan Agreement, whichever is later.

There is no equity pledge arrangement regarding any equity pledges of our schools. As advised
by our PRC Legal Adviser, even if we were to make an equity pledge arrangement regarding any
equity pledges of our schools, given that the school sponsors’ interests over the schools are not, by
nature, equity interests, any such pledge would be unenforceable under PRC laws and regulations.

To further enhance our Company’s security over our schools, our Company has taken measures
to ensure that the seals of the schools are properly secured, are within the full control of our Company
and cannot be used by the Registered Shareholders without its 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 1 July
2016 (the “Powers of Attorney”) appointing Dongguan Ruixing, or any person designated by
Dongguan Ruixing, as his or her attorney-in-fact to appoint directors and vote on his or her behalf
on all matters of Guangdong Guangzheng requiring shareholders’ approval under its articles of
associations and under the relevant PRC laws and regulations. These powers of attorney remain
effective as long as the Registered Shareholders remain a shareholder of Guangdong Guangzheng,
unless Dongguan Ruixing requests to replace the appointed designee under the Powers of Attorney.

The articles of association of Guangdong Guangzheng 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 our wholly-owned PRC subsidiary, Dongguan Ruixing, have the ability to
exercise effective control over Guangdong Guangzheng through shareholder votes and, through such
votes, to also control the composition of the board of directors for Guangdong Guangzheng.
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In addition, the Powers of Attorney specifically provide that (i) the attorney-in-fact is entitled
to sign minutes, file documents with the relevant companies registries, and (ii) in the event of a
winding-up of any of our Consolidated Affiliated Entities, the attorney-in-fact has the right to appoint
a liquidator to deal or manage the assets obtained after such winding-up for the benefit of our
Company and its shareholders.

Those of our powers to direct the activities of our Consolidated Affiliated Entities that most
significantly impact these entities’ economic performance include:

(a) as the attorney-in-fact of shareholders, we elect all members of the board of directors for
each of our Consolidated Affiliated Entities, approve the director compensation, review
and approve annual budget and vote on all matters that requiring approval from
shareholders;

(b) through the control over the Consolidated Affiliated Entities’ boards, we appoint all senior
management, approve executive compensation and review and approve operating,
investing, and financing plans; and

(c) through control over the management team, we effectively control the daily operations of
our Consolidated Affiliated Entities.

Loan Agreement

Pursuant to the loan agreement entered into by and among, Dongguan Ruixing, Guangdong
Guangzheng and its subsidiary entities as described therein which are our Consolidated Affiliated
Entities, and the Registered Shareholders (the “Loan Agreement”), Dongguan Ruixing (or its
designated related party) is entitled to provide interest-free loans to Guangdong Guangzheng or the
Registered Shareholders from time to time in accordance with the PRC laws and regulations. All
proceeds of such loans shall be utilised in the operation of Guangdong Guangzheng or its subsidiaries
and loans may be injected as capital. The Loan Agreement will not expire unless the parties mutually
agree to terminate or the term of operation of each of the parties to the agreement expire. Each loan
to be granted under the Loan Agreement will be for an infinite term until termination at the sole
discretion of Dongguan Ruixing. The loan will become due and payable upon Dongguan Ruixing’s
demand under any of the following circumstances: (i) the winding-up or liquidation of Guangdong
Guangzheng; (ii) Guangdong Guangzheng or the Registered Shareholders becoming insolvent or
incurring any other significant personal debt which may affect the ability of Guangdong Guangzheng
to repay the loan under the Loan Agreement, or (iii) Dongguan Ruixing exercising in full its option
to purchase all school sponsor’s interests to the extent permitted by PRC laws and regulations. As
advised by our PRC Legal Adviser, interest-free loans granted by Dongguan Ruixing to Guangdong
Guangzheng or its subsidiaries or the Registered Shareholders are not in violation of the applicable
PRC laws and regulations.

Dispute Resolution

In the event of any dispute with respect to the construction and performance of the provisions,
each of the Exclusive Management Consultancy and Business Cooperation Agreement, Exclusive
Call Option Agreement, Equity Pledge Agreement and Loan Agreement stipulates 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
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the winding up of our 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:

(a) Should Dongguan Ruixing intend to seek interim remedies in support of the arbitration
when formation of the arbitral tribunal is pending or under appropriate circumstances,
Dongguan Ruixing 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.

(b) 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;

. 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.

Because the remedies that the China International Economic and Trade Arbitration
Commission is empowered to award do not include injunctive relief or winding up orders,
under PRC law, Dongguan Ruixing 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, Dongguan Ruixing 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.
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(c) 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 and assignments

The provisions set out in the Contractual Arrangements are also binding on the successors or
assignees of Dongguan Ruixing or shareholders of our Consolidated Affiliated Entities, as if such
successor or assignee was a signing party to the Contractual Arrangements notwithstanding how the
successors or assignees acquire the rights and obligations under the Contractual Arrangements. In
particular, pursuant to the Exclusive Management Consultancy and Business Cooperation Agreement,
Exclusive Call Option Agreement and Loan Agreement, unless otherwise agreed, the rights and
obligations under these agreements shall be binding on the successors or assignees (whether such
rights and obligations is acquired, restructured, inherited, transferred or otherwise caused) of the
parties to the agreements. Although our Contractual Arrangements do not specify the identity of
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, Dongguan Ruixing 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 guardian or manager of such Registered Shareholder shall inherit any of
the rights and obligations of any of the Registered Shareholders under the Contractual Arrangements
subject to him or her being bound by the provisions of the Powers of Attorney. In addition, Dongguan
Ruixing’s rights to the equity interest pledged under the Equity Pledge Agreement shall not be
affected by legal proceedings brought by any of the Registered Shareholders, their successors,
assignees or any other person.

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 shareholders of our Consolidated Affiliated
Entities or the assignment of their rights and obligations under the Contractual Arrangements; and (ii)
the death of such shareholders or such assignment would not affect the validity of the Contractual
Arrangements, and Dongguan Ruixing or our Company can enforce its right under the Contractual
Arrangements against the successors or assignees of such shareholders.

As advised by our PRC Legal Adviser, in the event that the trust arrangement among Ms. Li,
Mr. SP Liu and Mr. Liu regarding the equity interest in Guangdong Guangzheng (as detailed in the
section headed “History and development” of this prospectus) is terminated, the provisions of the
Contractual Arrangements will also be binding on Mr. Liu based on the following reasons:

(a) under the trust arrangement, in the event that the trust arrangement is terminated, Mr. Liu
or his designated third person shall be registered as the shareholder of Guangdong
Guangzheng and thus Mr. Liu (and any person designated by him) will be the successor
or assignee of the Registered Shareholders after the termination of the trust arrangement;

(b) pursuant to the provisions on succession and assignments as set out above, the Contractual
Arrangements are binding on the successors or assignees of the Registered Shareholders.
Mr. Liu shall be bound by the Contractual Arrangements as he (and any person designated
by him) shall be regarded as a successor or assignee of the Registered Shareholders; and
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(c) Mr. Liu has undertaken (i) to comply with the terms of the Contractual Arrangements
(including all amendments thereto); (ii) not to seek a court order to invalidate or nullify
the Contractual Arrangements; (iii) to recognise all the declarations of intention made and
the documents signed by the Registered Shareholders in respect of the Contractual
Arrangements and to comply with the relevant legal obligations thereunder; and (iv) to
comply with the Contractual Arrangements if the trust arrangement is terminated and Mr.
Liu or a person designated by him is registered as a shareholder of Guangdong
Guangzheng, Mr. Liu will still comply with the Contractual Arrangements.

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, the shareholders of Guangdong Guangzheng. Pursuant to the Exclusive Call
Option Agreement, the Registered Shareholders agreed to grant us or our designated third party an
exclusive option to purchase part or all of the equity interests in Guangdong Guangzheng, under
circumstances in which our company or its designated third party is permitted under PRC laws and
regulations to own all or part of the equity interests of Guangdong Guangzheng. Under the
irrevocable Powers of Attorney executed by each of Registered Shareholders, they appointed
Dongguan Ruixing, or any person designated by Dongguan Ruixing, as their respective attorney-in-
fact to appoint directors and vote on her behalf on all matters of Guangdong Guangzheng requiring
shareholders’ approval under its articles of associations and under the relevant PRC laws and
regulations.

Furthermore, there are mechanisms in place to protect against the spouse of Mr. SP Liu from
exercising any control or influence over the Consolidated Affiliated Entities. Ms. Huang Ailing (¥
% 4H), the spouse of Mr. SP Liu, executed an irrevocable undertaking on 1 July 2016 (the “SP Liu
Spouse’s Undertaking”) whereby she expressly and irrevocably (i) acknowledged the entry into of
the Contractual Arrangements by Mr. SP Liu; (ii) undertook that she shall not take any actions that
are in conflict with purpose and intention of the Contractual Arrangements, including acknowledging
that any equity interests held by the shareholders do not fall within the scope of their community
properties; and (iii) confirmed that 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 Dongguan Ruixing in writing, they
would not, directly or indirectly (either on their own account or through any natural person or legal
entity) participate, engage in, acquire or hold (in any case whether as a shareholder, partner, agent,
employee or otherwise) any business which is or may potentially be in competition with the
businesses of Guangdong Guangzheng and its subsidiaries (including any entities which interests are
controlled by Dongguan Ruixing via contractual arrangements) or be interested therein; and (ii) any
of their actions or omissions would not lead to any conflict of interest between them and Dongguan
Ruixing (including its shareholders). Furthermore, in the event of the occurrence of a conflict of
interests (where Dongguan Ruixing has the sole absolute discretion to determine whether such
conflict arises), they agree to take any appropriate actions as instructed by Dongguan Ruixing or its
designee.

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 such measures are sufficient to protect our Group’s interest in
Guangdong Guangzheng.
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Loss Sharing

None of the agreements constituting the Contractual Arrangements expressly provide that the
Company or Dongguan Ruixing is obligated to share the losses of our Consolidated Affiliated Entities
or provide financial support to our Consolidated Affiliated Entities. Further, Guangdong Guangzheng
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 Dongguan Ruixing, as the
primary beneficiary of our Consolidated Affiliated Entities, is not expressly 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 licenses and approvals, and
that our Consolidated Affiliated Entities’ financial condition and results of operations are
consolidated into our Company’s 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 Dongguan Ruixing and our Company resulting from any loss suffered by our
Consolidated Affiliated Entities.

For instance, as provided in the Exclusive Call Option Agreement, 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 Agreement, none of the
shareholders of our Consolidated Affiliated Entities 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 Consolidated
Affiliated Entities without our Company’s prior written consent.

In addition, under the Exclusive Management Consultancy and Business Cooperation
Agreement, without the prior written consent of Dongguan Ruixing, our Consolidated Affiliated
Entities shall not change or remove the members of the boards of directors who are appointed by
Dongguan Ruixing in accordance with the memorandum and articles of association of each of our
Consolidated Affiliated Entities. Dongguan Ruixing also has the right to appoint the school
principals, financial controllers and other senior managers of our Consolidated Affiliated Entities.
Dongguan Ruixing 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 the prior written consent of
Dongguan Ruixing. Dongguan Ruixing 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.
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Liquidation

According to the Exclusive Management Consultancy and Business Cooperation Agreement and
the Exclusive Call Option Agreement, the shareholders of our Consolidated Affiliated Entities
undertake to appoint a committee designated by Dongguan Ruixing as the liquidation committee upon
the winding up of our Consolidated Affiliated Entities to manage their assets subject to the applicable
PRC laws and regulations. In the event of a mandatory liquidation required by PRC laws or
bankruptcy liquidation, subject to the applicable PRC laws and regulations, all of the remaining
assets and residual interests of Consolidated Affiliated Entities shall be transferred to Dongguan
Ruixing after such liquidation (the “Liquidation Arrangements”). On 7 December 2016, the
Decision on Amending the Law for Promoting Private Education of the PRC ( B ME M <+ 3E AR
B RIS B R EL> e E) ) was approved by the Standing Committee of the National
People’s Congress (the “Decision”), which will become effective on 1 September 2017. The Decision
clarifies the treatment of remaining assets upon liquidation of private schools. According to the
Decision, upon liquidation of private schools, school sponsors of for-profit schools can obtain the
schools’ remaining assets after settlement of the schools’ indebtedness. Pursuant to the Liquidation
Arrangements, such remaining assets shall be transferred to Dongguan Ruixing. The Decision also
states that upon liquidation of private not-for-profit schools which are established before the
promulgation of the Decision (such as our existing schools), the school sponsors of which can apply
for compensation or awards from the school’s remaining assets after the settlement of the school’s
indebtedness and the rest of the school’s remaining assets shall be used for the operation of other
non-for-profit schools. Pursuant to the Liquidation Arrangements, the aforesaid compensation or
awards shall be transferred to Dongguan Ruixing. The Decision is silent on how or by whom the
aforesaid rest of the remaining assets of a liquidated not-for-profit schools shall be dominated or
disposed of. Moreover, as advised by our PRC Legal Adviser, as government-allocated land does not
constitute assets of an entity in the event of liquidation under the applicable PRC laws and
regulations, the land held by Huizhou Guangzheng Preparatory School, Panjin Guangzheng
Preparatory School and Weifang Guangzheng Preparatory School, all being government-allocated
land, and the buildings attached thereto cannot be transferred to Dongguan Ruixing upon liquidation
of our Consolidated Affiliated Entities. Instead, upon liquidation, such schools will be entitled to
compensation in relation to the buildings on such government-allocated land according to the
applicable PRC laws and regulations, and such compensation will form part of the assets of the
relevant Consolidated Affiliated Entities upon liquidation.

Taking into account that (a) the Contractual Arrangements will remain valid and enforceable
upon the Decision becomes effective; and (b) rather than amending other regulations on liquidation,
the Decision only clarifies that (i) the remaining assets of a not-for profit school upon liquidation may
only be used for the operation of other not-for-profit schools; and (ii) the remaining assets of a
for-profit school upon liquidation shall be distributed to the school sponsors in accordance with the
PRC Company Law, provided that upon liquidation the remaining assets of our schools, which are
not-for-profit schools, are to be used in accordance with the requirements above, the Liquidation
Arrangements will not be in conflict with the relevant stipulations under the Decision, and the
Decision will not result in any material adverse effect to the Liquidation Arrangements.

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.
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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:

(a)

(b)

(©

(d)

(e

()

each of Dongguan Ruixing 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. Each of Dongguan Ruixing, our
Consolidated Affiliated Entities and the Registered Shareholders has obtained all
necessary approvals and authorisations to execute and perform the Contractual
Arrangements;

as at the date of issuing their PRC opinion, no PRC laws explicitly prohibit contractual
arrangements in the private education industry in China 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 