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REGULATIONS ON PRIVATE EDUCATION IN THE PRC

Education Law of the PRC

On March 18, 1995, the National People’s Congress of the PRC ( ) enacted the
Education Law of the PRC ( , the “Education Law”), which was amended on August 27,
2009. The Education Law sets forth provisions relating to the fundamental education systems of the PRC,
including a school education system embracing pre-school 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 and establishes and operates schools and other institutions of education and in
principle, enterprises, social organizations and individuals are encouraged to establish and operate schools and
other types of institution of education in accordance with PRC laws and regulations. Meanwhile, no organization
or individual may establish or operate a school or any other institution of education for profit-making purposes.
However, private schools may be operated for “reasonable returns,” as described in more detail below. 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
proceedings of examination, verification, approval, registration or filing.

The Law for Promoting Private Education and The Implementation Rules for the Law for Promoting Private
Education

The Law for Promoting Private Education of the PRC ( ) became effective on
September 1, 2003 and was amended on June 29, 2013, and the Implementation Rules for the Law for Promoting
Private Education of the PRC ( ) became effective on April 1, 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, pre-school education, education for self-study examinations aid 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, and shall be registered with the Ministry of Civil Affairs
of the PRC ( , the “MCA”) or its local counterparts as a privately run non-enterprise
institution. Each of our schools has obtained the Permit for Operating a Private School and has been registered
with the relevant local counterpart of the MCA.

Under the above regulations, private schools have the same status as public schools, though private schools are
prohibited from providing military, police, political and other kinds of education which are of a special nature.
Public schools that provide compulsory education are not permitted to be converted into private schools. The
operations of a private school are highly regulated. For example, a private school shall establish 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 textbooks selected by the private elementary 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 ( ) 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
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one-third of the total number of the teachers. Except for our pre-schools and foreign national schools, 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 areas they teach.

Private education is treated as a public welfare undertaking under the regulations. Nonetheless, sponsors of a
private school may choose to require “reasonable returns” from the annual net balance of the school after
deduction of costs for school operation, donations received, government subsidies (if any), the reserved
development fund and other expenses as required by the regulations. Private schools are divided into three
categories: private schools established with donated funds; private schools the sponsors of which require
reasonable returns and private schools the sponsors of which do not require reasonable returns.

The election to establish a private school the 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 sponsor of which requires reasonable returns or a school
the sponsor of which does not require reasonable returns. None of our schools elected to be a school whose
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 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 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 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 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 the relevant authorities in this regard.

A sponsor of a private school has the obligation to make capital contributions to the school in a timely manner.
The contributed capital can be in the form of tangible or non-tangible assets such as materials in kind, land use
rights or intellectual property rights. The capital contributed by the sponsor becomes assets of the school and the
school has independent legal person status. In addition, the sponsor of a private school has the right to exercise
ultimate control over the school by becoming the member of and controlling the composition of the school’s
decision making body. Specifically, the sponsor has control over the private school’s constitutional documents
and has the right to elect and replace the private school’s decision making bodies, such as the school’s board of
directors, and therefore controls the private school’s business and affairs.
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Interim Measures for the Management of the Collection of Private Education Fees

The Interim Measures for the Management of the Collection of Private Education Fees
( , the “Private Education Fees Collection Measures”) is promulgated by the NDRC,
the MOE and the Ministry of Labor and Social Security (now renamed as the Ministry of Human Resources and
Social Security ( ) on March 2, 2005. According to the Private Education
Fees Collection Measures 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
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 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. Each of our schools in operation has been in compliance with the
applicable price regulations and obtained such fee charge permit or filed its pricing information as requested.

Regulations on PRC -Foreign Cooperation in Operating Schools

PRC-foreign cooperation in operating schools or training programs is specifically governed by the Sino-Foreign
Regulation in accordance with the Education Law, the Occupational Education Law of the PRC
( ) and the Law for Promoting Private Education of the PRC, and the Implementing
Rules for the Regulations on Operating PRC-foreign Schools ( ), or the
Implementing Rules, which were issued by the MOE in 2004 and became effective on July 1, 2004.

The Sino-Foreign Regulation and its Implementing Rules apply to the activities of educational institutions
established in China cooperatively by foreign educational institutions and Chinese educational institutions, the
students of which are to be recruited primarily among Chinese citizens and encourage substantive 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 China, with such
cooperation in the areas of higher education and occupational education being encouraged. 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 China. Any PRC-foreign cooperation school and
cooperation program shall be approved by relevant education authorities and get the Permit for Chinese-foreign
Cooperation in Operating School, and a PRC-foreign cooperation school established without the above approval
or permit may be banned 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 PRC-foreign cooperation program established without
such approval or permit may also be banned and be ordered to refund the fees collected from its students.

As of the date on which the Sino-Foreign Regulation becomes effective, the Interim Provisions on PRC-foreign
Cooperative Education ( , the “Interim Provisions”), which was promulgated and
implemented as of the date January 26, 1995, by the State Education Commission ( , now renamed
as the MOE) in respect of the PRC-foreign cooperation in operating schools, was publicly abolished. Unlike the
Sino-Foreign Regulation, the Interim Provisions do not require the promoters or cooperation parties of such
schools or programs to be educational organizations and allow the foreign parties of the PRC-foreign schools or
cooperation programs to be foreign legal entities, individuals or relevant international organizations and the PRC
parties thereof to be either educational organizations or other entities with legal person status. In any event,
however, Permits for Chinese-foreign Cooperation in Operating Schools shall be obtained from the relevant
education authorities or the authorities that regulate labor and social welfare in China.
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On August 12, 2004, the MOE promulgated a Notice regarding the Re-Approval on Operating PRC-foreign
Schools and Cooperation Programs ( , the “Re-Approval
Notice”), according to which PRC-foreign schools and cooperation programs that were established prior to the
implementation of the Sino-Foreign Regulation and its Implementing Rules, should be re-assessed by the
relevant government authorities and obtain the re-approval. The Re-Approval Notice specifies the particular
scope for such re-approval, and expressly stipulates that in light of the historical development of relevant
regulations, the qualifications for any PRC-foreign schools and cooperation programs that were established prior
to the implementation of the Sino-Foreign Regulation may not be strictly applied, while the management and
operation of such schools and programs should be in good order in compliance with the Sino-Foreign Regulation.
There are no clear provisions in the Re-Approval Notice as to whether the qualifications of the promoters or
cooperation parties of such schools or cooperation programs may not be strictly applied in compliance with the
Sino-Foreign Regulation and its Implementing Rules.

Dalian Maple Leaf High School engages in PRC-foreign cooperation in operating a school and has obtained the
relevant government approvals and re-approvals, and maintains the Permits for PRC-Foreign cooperation in
Operating Schools.

Regulations on Compulsory Education

The Law for Compulsory Education of the PRC ( ) was promulgated by the National
People’s Congress on April 12, 1986 and was amended by the tenth Standing Committee of the National
People’s Congress on June 29, 2006. Based on this law, a 9-year system of compulsory education, including
6 years of elementary school and 3 years of middle school, was adopted.

Further, the MOE issued the Reform Guideline on the Curriculum System of Compulsory Education (Trial)
( ) on June 8, 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.

According to the Foreign Investment Catalog, foreign investors are prohibited from investing in compulsory
education, meaning elementary school or middle school.

Regulations on the Operation of High Schools

According to the Foreign Investment Catalog, high school education, namely grades 10 to 12, is categorized as a
restricted industry limited to be established in the form of cooperative joint venture.

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 Textbooks for the
Curriculum of High Schools ( ) promulgated on
April 26, 2005, the textbooks used by high 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 high schools.

Further, the MOE issued the Notice on Developing Trial Curriculum System in High Schools
( ), the Guidance on Strengthening Instruction on Developing Trial
Curriculum System in High Schools ( ), the Notice on
Propelling 2006 Trial Curriculum System in High Schools ( 2006

) and the Notice on Propelling 2007 Trial Curriculum System in High
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Schools ( 2007 ) 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
( , the “Graduation Exam System Opinions”) which became
effective from August 20, 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 ( , the “Reform
Opinions”) on March 15, 2000. Based on the Reform Opinions, passing the uniform Graduation Exam is no
longer a prerequisite condition for getting 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.

Our high schools carried a graduation exam system with an international aspect through offering bilingual, dual-
curriculum programs and dual diplomas to our students, and such students receive both a PRC high school
diploma and a BC high school diploma when they graduate. To obtain a PRC high school diploma, our students
in the above mentioned dual-diploma programs only need to pass certain subjects instead of all of the subjects of
the uniform high school graduation exams organized by relevant provincial educational authorities. According to
the Reform Opinions, such arrangement is subject to the approval of the relevant provincial educational
authorities which have the power to adopt and approve any different graduation exam system. Other than our
high school in Zhenjiang, all of our private high schools have obtained the requisite approvals from the relevant
provincial educational authorities to use a different curriculum system and graduation exam system and to
provide a PRC high school diploma to our graduates.

Interim Administrative Measures on the Operation of Schools for Children of Foreign Nationals

According to the Administrative Measures, the schools for children of foreigners may be established by foreign
institutions, foreign-invested enterprises legally set up in the PRC, institutions of international organizations
stationed in the PRC or foreign individuals lawfully reside in the PRC. The schools for children of foreigners are
schools providing K-12 education to children of foreign nationals who have permits for residence in China and
are not permitted to enroll children of PRC nationals. The selection of textbooks, teaching plans and other
curriculum matters of such schools are all determined by the schools themselves.

According to the Administrative Measures, sponsors of foreign national schools shall be foreign institutions or
foreign-invested enterprises legally incorporated in the PRC, institutions of international organizations stationed
in the PRC, or foreigners legally resident in the PRC who must submit their application to the local educational
authority and such educational authority shall submit the application to higher administrative authorities, which
in turn shall, upon examination and acceptance, submit the application to the MOE for final approval. Pursuant to
the September 2012 State Council Decision, the State Council has delegated the authority for approving foreign
national schools to the relevant educational authorities at the provincial level. Our Dalian Foreign School
obtained such approval from the competent educational authorities on its establishment, and we have obtained
the necessary approval from the relevant local educational authority for the acquisition of our Wuhan Foreign
School. A further application has been submitted to the Education Department of Hubei Province and we expect
to obtain its approval before [REDACTED].
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Regulation on the Administration of Kindergartens

The Regulations on the Administration of Kindergartens ( , the “Preschool Regulations”), was
promulgated by the then State Education Commission (now renamed as the MOE) on September 11, 1989.
According to the Preschool Regulations, any preschool that enrolls children who are three-years-old or older is
subject to the child-care and education administration system provided by such Preschool Regulations.

According to the Preschool Regulations, the issue of safety is the most important for the operation of preschools.
Thus the teachers, doctors and child-care staff of preschools are required to meet certain qualifications, and
preschools should be located in secure zones without pollution or dangerous factors nearby. Preschools are
allowed to determine the content of their teaching activities as long as such activities are not hazardous to the
physical and mental health of the children. In addition, a series of regulations have been promulgated by the
MOE and other related governmental agencies to further regulate the operation of preschools, including the
Measures for the Management of the Health and Health-care of Nursery and Preschools
( ) and the Notice of the MOE on Printing and Distributing the Allocation
Standards of Teachers and Staffs in Preschools (Trial) ( ).

Pursuant to the above mentioned Preschool Regulations and the Law for Promoting of Private Education, the
establishment of private kindergartens by any type of PRC legal entities and individuals is allowed subject to the
approval of the local counterpart of the MOE. All of our private preschools have acquired such approval.

The Interim Measures for the Management of the Collection of Kindergarten Fees ( ) was
promulgated by the NDRC, the MOE and the Ministry of Finance ( ) on December 31, 2011,
which set forth that the health-care and education fees and room and board fees charged by a private preschool
shall be determined by the private preschool according to its cost and filed with the local governmental pricing
authority and educational authority before execution.

Outline of China’s National Plan for Medium- and Long-Term Education Reform and Development (2010-
2020)

On July 29, 2010, the PRC central government promulgated the Outline of China’s National Plan for Medium-
and Long-Term Education Reform and Development (2010-2020)
( ), which for the first time announced the policy that the
government will implement a reform to divide private education entities into two categories: (1) for-profit private
education entities and (2) not-for-profit private education entities. On October 24, 2010, the General Office of the
State Council ( ) issued the Notices on the National Education System Innovation Pilot
( , “Pilot Notice”). Following the Pilot Notice, the MOE submitted to the
State Council A Series of Suggested Amendments to Varies of Educational Laws
( , the “Drafted Amendments”) which were published by the
legislation office of the State Council on September 5, 2013. Under the Pilot Notice and Drafted Amendments,
the PRC government plans to implement a for-profit and not-for-profit classified management system for private
schools.

On June 18, 2012, the MOE issued the Implementation Opinions of the MOE on Encouraging and Guiding the
Entry of Private Capital in the Fields of Education and Promoting the Healthy Development of Private Education
( ) 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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Decision of the Central Committee of the Communist Party of China on Major Issues Concerning
Comprehensively Deepening Reforms

The Decision of the CPC on Major Issues Concerning Comprehensively Deepening Reforms
( ), which was adopted at the Third Plenary Session of the 18th
Central Committee of the CPC on November 12, 2013 has made decisions to further open and liberalize the
investment access. The finance, education, culture and medical sectors will enjoy an orderly opening-up to
market access and the government encourages the non-state capital to invest in education.

REGULATIONS ON SOFTWARE DEVELOPMENT ACTIVITIES

The Administrative Measures on Software Products ( ), promulgated by the Ministry of Industry
and Information Technology of the PRC ( , the “MIIT”) on March 5, 2009, which
became effective on April 10, 2009, regulate the development and sale of computer software, software embedded
in information systems or equipment provided to users, and computer software in conjunction with computer
information systems integration or application services or other technical services in the PRC. The
Administrative Measures on Software Products prohibit the development, production, sale, export or import of
software products that infringe third party intellectual property rights, contain computer viruses, endanger the
safety of computer systems, do not comply with applicable software standards of the PRC, or contain content
prohibited by PRC laws, rules and regulations. The software products developed and produced in the PRC may
enjoy relevant preferential policies in accordance with the Several Policies on Encouragement of the
Development of Software and Integrate Circuit Industries ( ) issued
by the State Council on June 24, 2000 which provide that an enterprise engaging in software production may be
entitled to refund of value-added taxes for its sale of software products upon its proper registration and filing
according to the Administrative Measures on Software Products. Software registration institutions entrusted by
the local software industry administrative departments are in charge of examining the applications for software
registration before they submit the application materials to the local software industry administrative departments
and the MIIT for filing. The MIIT will make an announcement regarding software products that have undergone
filing and recordation formalities. If no objection is raised during the announcement period, such software
products will be registered. The registration is valid for a five-year period and may be renewed.

REGULATIONS ON COPYRIGHT AND TRADEMARK PROTECTION

China has adopted legislation governing intellectual property rights, including copyrights and trademarks. China
is a signatory to the main international conventions on intellectual property rights and became a member of the
Agreement on Trade Related Aspects of Intellectual Property Rights upon its accession to the World Trade
Organization in December 2001.

Copyright. The National People’s Congress amended the Copyright Law ( ) in 2001 to
widen the scope of works and rights that are eligible for copyright protection. The amended Copyright Law
extends copyright protection to Internet activities, products disseminated over the Internet and software products.
In addition, there is a voluntary registration system administered by the China Copyright Protection Center. The
Copyright Law was subsequently further amended on February 26, 2010.

To address the problem of copyright infringement related to the content posted or transmitted over the Internet,
the National Copyright Administration and the Ministry of Information Industry (the “MII”) (superseded by the
MIIT in March 2008) jointly promulgated the Administrative Measures for Copyright Protection Related to the
Internet ( ) on April 29, 2005. These measures became effective on May 30, 2005.

Trademark. The PRC Trademark Law ( ), adopted in 1982 and revised in 2001 and 2013
(the 2013 revised version has been promulgated on August 30, 2013 and will become effective on May 1, 2014),
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protects the proprietary rights to registered trademarks. The Trademark Office under the SAIC handles trademark
registrations and grants a term of ten years to registered trademarks and another ten years to trademarks as
requested upon expiry of the prior term.

Domain Name. Internet domain name registration and related matters are primarily regulated by the
Implementing Rules on Registration of Domain Names ( ) issued by
China Internet Network Information Centre ( ) (the “CNNIC”) on September 25, 2002 and
amended on June 5, 2009 and May 28, 2012 (the 2012 amended version became effective on May 29, 2012), the
Measures on Administration of Domain Names for the Chinese Internet ( ), issued
by MIIT on November 5, 2004 and effective as of December 20, 2004, and the Measures on Domain Name
Disputes Resolution for the Chinese Internet ( ) issued by CNNIC on
May 28, 2012 and effective as of June 28, 2012. Domain name registrations are handled through domain name
service agencies established under the relevant regulations, and the applicants become domain name holders
upon successful registration.

REGULATIONS ON FOREIGN EXCHANGE

Foreign Currency Exchange

Pursuant to the Foreign Exchange Administration Regulations of the PRC ( )
promulgated by the State Council on January 29, 1996 as amended on January 14, 1997 and August 5, 2008 and
the Regulations on the Administration of Foreign Exchange Settlement, Sale and Payment
( ) promulgated by the PBOC on June 20, 1996 and became effective on July 1, 1996
and other PRC rules and regulations on currency conversion, foreign-invested enterprises are permitted to
convert their after tax dividends into foreign exchange and to remit such foreign exchange out of their foreign
exchange bank accounts in the PRC. If foreign-invested enterprises require foreign exchange for transactions
relating to current account items, they may, without approval of SAFE, effect payment from their exchange
account or convert and pay at the designated foreign exchange banks, upon provision of valid receipts and proof.
However, convertibility of foreign exchange in respect of capital account items, such as direct investment, loans
and capital contributions, is still subject to restriction, and prior approval from SAFE or its relevant branches
must be sought. On August 29, 2008, SAFE promulgated the Circular on the Relevant Operating Issues
concerning Administration Improvement of Payment and Settlement of Foreign Currency Capital of Foreign-
invested Enterprises ( ) (the “SAFE
Circular 142”) to regulate the conversion of foreign currency into RMB by a foreign-invested enterprise by
restricting the ways in which the converted RMB may be used. SAFE Circular 142 stipulates that the registered
capital of a foreign-invested enterprise that has been settled in RMB converted from foreign currencies may only
be used for purposes within the business scope approved by the applicable governmental authority and cannot be
used for equity investments within the PRC. Meanwhile, the SAFE strengthened its oversight of the flow and use
of the registered capital of a foreign-invested enterprise settled in RMB converted from foreign currencies. The
use of such RMB capital may not be changed without the SAFE’s approval, and may not in any case be
repayment of RMB loans if the proceeds of such loans have not been used. Violations of SAFE Circular 142 may
lead to severe penalties including heavy fines. As a result, SAFE Circular 142 may significantly limit our ability
to transfer the net proceeds from this offering Beipeng Software through our consolidated affiliated entities, and
thus may adversely affect our business expansion in China. We may not be able to convert the net proceeds into
RMB to invest in or acquire any other PRC entities, or establish other consolidated affiliated entities in the PRC.
Following the issuance of the SAFE Circular 142, on November 9, 2010, SAFE promulgated the Circular on the
Relevant Operating Issues concerning Administration Improvement of Payment and Settlement of Foreign
Currency Capital of Foreign-invested Enterprises ( ) (the “SAFE Circular
59”) which was amended on April 16, 2012. The SAFE Circular 59 requires the authenticity of settlement of net
proceeds from offshore offerings to be closely examined and the net proceeds to be settled in the manner
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described in the offering documents. Furthermore, in November 2011, SAFE issued the Circular on Further
Clarifying and Regulating Matters Relating to Foreign Exchange Administration of Certain Capital Account
Items ( ) (the “SAFE Circular
45”). SAFE Circular 45 requires SAFE’s local counterparts to strengthen the control imposed by SAFE Circular
142 and SAFE Circular 59 over the conversion of a foreign-invested company’s capital contributed in foreign
currency into RMB. SAFE Circular 45 stipulates that a foreign-invested company’s RMB funds, if converted
from such company’s capital contributed in foreign currency, may not be used by such company to (i) extend
loans (in the form of entrusted loans), (ii) repay borrowings between enterprises, or (iii) repay bank loans it has
obtained and on-lent to third parties.

Dividend Distribution

The principal regulations governing dividend distributions by wholly foreign-owned enterprises and Sino-foreign
equity joint ventures include:

• Wholly Foreign-Owned Enterprise Law (1986) ( ), as amended;

• Wholly Foreign-Owned Enterprise Law Implementing Rules (1990) ( ),
as amended;

• Sino-foreign Equity Joint Venture Enterprise Law (1979) ( ), as
amended; and

• Sino-foreign Equity Joint Venture Enterprise Law Implementing
Rules (1983) ( ), as amended.

Under these regulations, wholly foreign-owned enterprises and Sino-foreign equity joint ventures in the PRC
may pay dividends only out of their accumulated profits, if any, determined in accordance with PRC accounting
standards and regulations. Additionally, these foreign-invested enterprises are required to set aside certain
amounts of their accumulated profits each year, if any, to fund certain reserve funds. These reserves are not
distributable as cash dividends.

SAFE Circular No. 75

The Notice on Relevant Issues Concerning Foreign Exchange Administration for Domestic Residents to Engage
in Overseas Financing and Round Trip Investment via Overseas Special Purpose Vehicles
( , the SAFE Circular No. 75), which
became effective as of November 1, 2005, and a series of implementation rules and guidance require PRC
residents, including both legal persons and natural persons, to register with their local SAFE branch before
establishing or acquiring control of any company outside of China with assets or equity interests in PRC
companies for the purpose of seeking offshore equity financing and conducting “round trip investment” in China.
Such a company located outside of China is referred to as an “offshore special purpose company”. Currently, we
do not have any shareholders who are PRC residents that are required to register with a SAFE branch according
to SAFE Circular No. 75.

SAFE Regulations on Employee Share Options

The Administration Measures on Individual Foreign Exchange Control ( ) were promulgated by
the PBOC on December 25, 2006, and their Implementation Rules ( ), issued by the
SAFE on January 5, 2007, became effective on February 1, 2007. Under these regulations, all foreign exchange
matters involved in employee stock ownership plans and stock option plans participated in by onshore
individuals, among others, require approval from the SAFE or its authorized branch. Furthermore, the Notices on
Issues concerning the Foreign Exchange Administration for Domestic Individuals Participating in Stock
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Incentive Plans of Overseas Publicly-Listed Companies (
) (the “Stock Option Rules”), were promulgated by

SAFE on February 15, 2012, which replaced the Application Procedures of Foreign Exchange Administration for
Domestic Individuals Participating in Employee Stock Ownership Plans or Stock Option Plans of Overseas
Publicly-Listed Companies ( ) issued
by SAFE on March 28, 2007. Pursuant to the Stock Option Rules, PRC residents who are granted shares or stock
options by companies listed on overseas stock exchanges based on the stock incentive plans are required to
register with SAFE or its local branches, and PRC residents participating in the stock incentive plans of overseas
listed companies shall retain a qualified PRC agent, which could be a PRC subsidiary of such overseas publicly-
listed company or another qualified institution selected by such PRC subsidiary, to conduct the SAFE registration
and other procedures with respect to the stock incentive plans on behalf of these participants. Such participants
must also retain an overseas entrusted institution to handle matters in connection with their exercise of stock
options, purchase and sale of corresponding stocks or interests, and fund transfer. In addition, the PRC agents are
required to amend the SAFE registration with respect to the stock incentive plan if there is any material change to
the stock incentive plan, the PRC agents or the overseas entrusted institution or other material changes. The PRC
agents shall, on behalf of the PRC residents who have the right to exercise the employee share options, apply to
SAFE or its local branches for an annual quota for the payment of foreign currencies in connection with the PRC
residents’ exercise of the employee share options. The foreign exchange proceeds received by the PRC residents
from the sale of shares under the stock incentive plans granted and dividends distributed by the overseas listed
companies must be remitted into the bank accounts in the PRC opened by the PRC agents before distribution to
such PRC residents. In addition, the PRC agents shall file each quarter the form for record-filing of information
of the domestic individuals participating in the stock incentive plans of overseas listed companies with SAFE or
its local branches.

REGULATIONS ON LABOR AND SOCIAL SECURITY

Employment contracts

Pursuant to the PRC Labor Law ( ) which was promulgated by the Standing Committee of
the National People’s Congress on July 5, 1994 and became effective on January 1, 1995 and subsequently
amended on August 27, 2009, the PRC Labor Contract Law ( ) which was promulgated
Standing Committee of the National People’s Congress on June 29, 2007 and became effective on January 1,
2008 and subsequently amended on December 28, 2012 and became effective on July 1, 2013 and its
Implementing Regulations of the Employment Contracts Law ( ) which was
promulgated by the State Council and became effective on September 18, 2008, labor contracts in written form
shall be executed to establish labor relationships between employers and employees. Wages cannot be lower than
local minimum wage. The employer must establish a system for labor safety and sanitation, strictly abide by state
standards, and provide relevant education to its employees. Employees are also required to work in safe and
sanitary conditions meeting State rules and standards, and carry out regular health examinations of employees
engaged in hazardous occupations.

Social Insurance

Under applicable PRC laws, rules and regulations, including the Social Insurance Law
( ) which was promulgated by the Standing Committee of the National People’s
Congress on October 28, 2010 and became effective on July 1, 2011, the Administration Regulations on the
Declaration and Payment of Social Security Funds ( ) which was promulgated by the
Ministry of Human Resources and Social Security of the PRC on September 26, 2013 and became effective on
November 1, 2013, Interim Measures concerning the Maternity Insurance ( ) which
was promulgated by the Ministry of Labor on December 14, 1994 and became effective on January 1, 1995, the
Regulations on Occupational Injury Insurance ( ) which was promulgated by the State Council on
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April 27, 2003 and became effective on January 1, 2004 and subsequently amended on December 20, 2010 and
became effective on January 1, 2011, and the Regulations on the Administration of Housing Accumulation Funds
( ) which was promulgated by the State Council and became effective on April 3, 1999 and
amended on March 24, 2002, employers are required to contribute, on behalf of their employees, to a number of
social security funds, including funds for basic pension insurance, unemployment insurance, basic medical
insurance, occupational injury insurance, maternity leave insurance, and to housing accumulation funds. These
payments are made to local administrative authorities and any employer who fails to contribute may be fined and
ordered to make good the deficit within a stipulated time limit.

According to the Interim Measures for Participation in the Social Insurance System by Foreigners Working
within the Territory of China ( ), which was promulgated by the
Ministry of Human Resources and Social Security on September 6, 2011 and became effective on October 15,
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 exercise their right to 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.

REGULATIONS ON TAXATION

Income tax

According to the Enterprise Income Tax Law of the PRC ( ) (the “EIT Law”) ,
which was promulgated on March 16, 2007 and became effective on January 1, 2008, enterprises are classified as
resident enterprises and non-resident enterprises. The income tax rate for PRC resident enterprises, including
both domestic and foreign-invested enterprises shall typically be 25% commencing from January 1, 2008. An
enterprise established outside of the PRC with its “de facto management bodies” located within the PRC is
considered a “resident enterprise,” meaning that it can be treated in a manner similar to a PRC domestic
enterprise for enterprise income tax purposes. In order to clarify some provisions in the EIT Law, the
Implementation Regulation of the Enterprise Income Tax Law of the PRC( ,
the “EIT Rules”) was promulgated on December 6, 2007 and became effective on January 1, 2008.

The State Administration of Tax ( , the “SAT”) issued Notice of the State
Administration of Taxation on Issues Relevant to Foreign-registered Chinese-invested Holding Enterprises
Determined as Resident Enterprises in Accordance with Actual Management Organization Standard
( , the “Circular
82”) on April 22, 2009. Circular 82 provides certain specific criteria for determining whether the “de facto
management body” of a PRC-controlled offshore incorporated enterprise is located in China, which include all of
the following conditions: (a) the location where senior management members responsible for an enterprise’s
daily operations discharge their duties; (b) the location where financial and human resource decisions are made
or approved by organizations or persons; (c) the location where the major assets and corporate documents are
kept; and (d) the location where more than half (inclusive) of all directors with voting rights or senior
management have their habitual residence. In addition, the SAT issued a bulletin on July 27, 2011, effective as of
September 1, 2011, providing more guidance on the implementation of Circular 82. This bulletin clarifies matters
including resident status determination, post-determination administration and competent tax authorities.
Although both Circular 82 and the bulletin only apply to offshore enterprises controlled by PRC enterprises or
PRC enterprise groups, not those controlled by PRC individuals or foreign individuals, the determining criteria
set forth in Circular 82 and the bulletin may reflect the SAT’s general position on how the “de facto management
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body” test should be applied in determining the tax resident status of offshore enterprises, regardless of whether
they are controlled by PRC enterprises or PRC enterprise groups or by PRC or foreign individuals.

According to the Law of PRC for Promoting Private Education ( ) and its
implementing rules, a private school that does not require reasonable returns enjoys the same preferential tax
treatment as public schools, whereas the preferential tax treatment policies applicable to private schools that
require reasonable returns are separately formulated by the relevant authorities under the PRC State Council. Our
schools are all private schools that do not require reasonable returns and the Company believes it could enjoy the
preferential tax treatment as public schools. In addition, Beipeng Software, our wholly-owned subsidiary in
China, is qualified as a “software development enterprise” under the EIT Law. Accordingly, Beipeng Software is
entitled to a two-year EIT exemption when it becomes profitable and a further three-year EIT reduction to 50%
of the applicable rate from the EIT following that. Beipeng Software secured the software enterprise certification
in 2009 and 2010.

Business Tax

Pursuant to the Provisional Regulations of the PRC on Business Tax ( ), which was
promulgated by the Stated Council on December 13, 1993 and subsequently amended on November 10, 2008 and
its Implementation Rules ( ) which was promulgated by the MOF and the
SAT on December 15, 2008 and subsequently amended on October 28, 2011, unless stated otherwise, the
taxpayers providing taxable services in China are required to pay a business tax at a normal tax rate of 5% of
their revenue.

According to the Provisional Regulations of the PRC on Business Tax, nursing services provided by nurseries,
kindergartens and educational services provided by schools and other educational institutions shall be exempt
from business tax. Hence, the nursing services and educational services provided by our schools and
kindergartens are not subject to business tax.

Dividend Withholding Tax

The EIT Rules provide that since January 1, 2008, an income tax rate of 10% will normally be applicable to
dividends declared to non-PRC resident investors which do not have an establishment or place of business in the
PRC, or which have such establishment or place of business but the relevant income is not effectively connected
with the establishment or place of business, to the extent such dividends are derived from sources within the
PRC. The income tax on the dividends may be reduced pursuant to a tax treaty between China and the
jurisdictions in which our non-PRC shareholders reside.

However, if we are considered a PRC resident enterprise and the competent PRC tax authorities consider
dividends we pay with respect to our Shares and the gains realized from the transfer of our Shares income
derived from sources within the PRC, such dividends and gains earned by non-resident individuals may be
subject to PRC individual income tax at a rate of 20% (or other applicable preferential tax rate if any such non-
resident individuals’ jurisdiction has a tax treaty with China that provides for a preferential tax rate or a tax
exemption).

Pursuant to an Arrangement Between the Mainland of China and the Hong Kong Special Administrative Region
for the Avoidance of Double Taxation and the Prevention of Fiscal Evasion with respect to Taxes on Income
( , the “Double Tax Avoidance
Arrangement”), and other applicable PRC laws, if a Hong Kong resident enterprise is determined by the
competent PRC tax authority to have satisfied the relevant conditions and requirements under such Double Tax
Avoidance Arrangement and other applicable laws, the 10% withholding tax on the dividends the Hong Kong
resident enterprise receives from a PRC resident enterprise may be reduced to 5%. However, based on the
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Circular on Certain Issues with Respect to the Enforcement of Dividend Provisions in Tax Treaties
( , the “SAT Circular 81”) issued on February 20, 2009 by the SAT, if
the relevant PRC tax authorities determine, in their discretion, that a company benefits from such reduced income
tax rate due to a structure or arrangement that is primarily tax-driven, such PRC tax authorities may adjust the
preferential tax treatment; and based on the Circular on How to Interpret and Recognize the “Beneficial Owner”
in Tax Treaties ( ), issued on October 27, 2009 by the SAT,
conduit companies, which are established for the purpose of evading or reducing tax, or transferring or
accumulating profits, shall not be recognized as beneficial owners and thus are not entitled to the above-
mentioned reduced income tax rate of 5% under the Double Tax Avoidance Arrangement.

On January 9, 2009, the SAT promulgated the Provisional Measures for the Administration of Withholding of
Enterprise Income Tax for Non-resident Enterprises ( , the “Non-resident
Enterprises Measures”), pursuant to which, the entities which have the direct obligation to make certain
payments to a non-resident enterprise shall be the relevant tax withholders for such non-resident enterprise.
Further, the Non-resident Enterprises Measures provides that in case of an equity transfer between two non-
resident enterprises which occurs outside China, the non-resident enterprise which receives the equity transfer
payment shall, by itself or engage an agent to, file tax declaration with the PRC tax authority located at the place
of the PRC company whose equity has been transferred, and the PRC company whose equity has been transferred
shall assist the tax authorities to collect taxes from the relevant non-resident enterprise. On April 30, 2009, the
MOF and the SAT jointly issued the Notice on Issues Concerning Process of Enterprise Income Tax in Enterprise
Restructuring Business ( , the “Circular 59”). On December 10,
2009, the SAT issued the Notice of the State Administration of Taxation on Strengthening the Administration of
Enterprise Income Tax on Gain Derived from Equity Transfer Made by Non-Resident Enterprise
( , the “SAT Circular 698”). Both Circular
59 and SAT Circular 698 became effective retroactively as of January 1, 2008. By promulgating and
implementing these two circulars, the PRC tax authorities have enhanced their scrutiny over the direct or indirect
transfer of equity interests in a PRC resident enterprise by a non-resident enterprise. Under SAT Circular 698,
where a non-resident enterprise transfers the equity interests of a PRC “resident enterprise” indirectly by
disposition of the equity interests of an overseas holding company, or an Indirect Transfer, and such overseas
holding company is located in certain low tax jurisdictions, the non-resident enterprise, being the transferor, shall
report to the competent tax authority of the PRC “resident enterprise” this Indirect Transfer. The PRC tax
authority may disregard the existence of the overseas holding company if it lacks a reasonable commercial
purpose and was established for the purpose of reducing, avoiding or deferring PRC tax. As a result, gains
derived from such Indirect Transfer may be subject to PRC tax at a rate of up to 10%. Although it appears that
SAT Circular 698 was not intended to apply to purchase and sale of shares of publicly traded companies in the
open market, the PRC tax authorities may determine that SAT Circular 698 is applicable to our non-resident
shareholders who acquired our shares outside of the open market and subsequently sell our shares in our private
financing transactions or in the open market if any of such transactions were determined by the tax authorities to
lack reasonable commercial purpose, and we and our non-resident shareholders may be at risk of being required
to file a return and being taxed under SAT Circular 698 and we may be required to expend valuable resources to
comply with SAT Circular 698 or to establish that we should not be taxed under SAT Circular 698.

SAFE Regulations on Employee Share Options

Pursuant to the Notice on Issues Concerning the Foreign Exchange Administration for Domestic Individuals
Participating in Stock Incentive Plan of Overseas Publicly Listed Company, or Circular 7, issued by SAFE in
February 2012, employees, directors, supervisors and other senior management participating in any stock
incentive plan of an overseas publicly listed company who are PRC citizens or who are non-PRC citizens
residing in China for a continuous period of not less than one year, subject to a few exceptions, are required to
register with SAFE through a domestic qualified agent, which could be a PRC subsidiary of such overseas listed
company, and complete certain other procedures. Failure to complete the SAFE registrations may subject them to
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fines and legal sanctions and may also limit our ability to contribute additional capital into our wholly foreign-
owned subsidiaries in China and limit these subsidiaries’ ability to distribute dividends to us. In addition, the
State Administration for Taxation has issued certain circulars concerning employee share options or restricted
shares. Under these circulars, the employees working in the PRC who exercise share options or are granted
restricted shares will be subject to PRC individual income tax. The PRC subsidiaries of such overseas listed
company have obligations to file documents related to employee share options or restricted shares with relevant
tax authorities and to withhold individual income taxes of those employees who exercise their share options. If
the employees fail to pay or the PRC subsidiaries fail to withhold their income taxes according to relevant laws
and regulations, the PRC subsidiaries may face sanctions imposed by the tax authorities or other PRC
government authorities.

[REDACTED]

CANADIAN LAWS AND REGULATIONS

This section summarizes relevant British Columbia, or BC, statutes and other regulatory requirements that affect
our schools, specifically in relation to the BCMOE’s process for granting certification to offshore schools.

British Columbia’s Governance of Education

In Canada, provincial governments, rather than the federal government, are responsible for education. In British
Columbia, the Lieutenant-Governor appoints the members of the Executive Council, which includes the Minister
of Education. The Minister is responsible to the provincial legislature for administering the educational system
for Kindergarten to Grade 12 (K-12), among other things. The Minister exercises overall responsibility for the
administration of K-12 education through the BCMOE.

Two primary acts which govern the delivery of K-12 education in British Columbia are the School Act and the
Independent School Act, which governs independent (or private) schools.

School Act

Under the School Act, boards of education, consisting of elected trustees, are mandated to manage schools within
their school districts in accordance with specified powers. Boards of education may appoint principals in each
school who are members of such school’s School Planning Council (if applicable). Boards of education must
consult with School Planning Councils in respect of certain matters.
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Independent School Act

The Inspector of Independent School is responsible to the Minister for the administration of the Independent
School Act. Under the Independent School Act, the Inspector may issue, renew, suspend and cancel certificates
classifying independent schools, and authorize a person to inspect and evaluate independent schools.

British Columbia Global Education Program

Section 168(3) of the School Act provides that the minister, or with the approval of the minister, a board or a
francophone educational authority, may enter into an agreement with a school authority outside British Columbia
for the education of children for whose education that school authority is responsible.

The British Columbia Ministry of Education has developed the British Columbia Global Education Program. A
discussion of this program and the process for obtaining certification thereunder is set out under the heading
“BC Global Education Program Certification and Inspection Requirements”.
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