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IMPORTANT

IMPORTANT: If you are in any doubt about any of the contents of this document, you should obtain independent professional advice.

Lt

CATHAY MEDIA AND EDUCATION GROUP INC.
ZERREER

(incorporated in the Cayman Islands with limited liability)

GLOBAL OFFERING

Number of Offer Shares under : 400,000,000 Shares (subject to
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reallocation and the Over-allotment
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HK$3.10 per Offer Share plus
brokerage of 1%, SFC transaction
levy of 0.0027% and Stock Exchange
trading fee of 0.005% (payable in
full on application in Hong Kong
dollars, subject to refund)

US$0.00001 per Share
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Hong Kong Exchanges and Clearing Limited, The Stock Exchange of Hong Kong Limited and Hong Kong Securities Clearing Company Limited take
no responsibility for the contents of this document, make no representation as to its accuracy or completeness and expressly disclaim any liability
whatsoever for any loss howsoever arising from or in reliance upon the whole or any part of the contents of this document.

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

The Offer Price is expected to be fixed by agreement between the Joint Global Coordinators (for themselves and on behalf of the Underwriters) and us
on the Price Determination Date. The Price Determination Date is expected to be on or around Wednesday, July 8, 2020 and, in any event, not later than
6:00 p.m. on Monday, July 13, 2020, or such other date as agreed between parties. The Offer Price will be no more than HK$3.10 per Offer Share and
is currently expected to be no less than HK$2.86 per Offer Share unless otherwise announced. If, for any reason, the Offer Price is not agreed by 6:00
p.m. on Monday, July 13, 2020, or such other date as agreed between the Joint Global Coordinators (for themselves and on behalf of the Underwriters)
and us, the Global Offering will not proceed and will lapse.

The Joint Global Coordinators may, with our consent, reduce the number of Offer Shares being offered under the Global Offering and/or the
indicative offer price range below that stated in this document at any time on or prior to the morning of the last day for lodging applications
under the Hong Kong Public Offering. In such a case, notices of such reduction will be published on the websites of the Stock Exchange at
www.hkexnews.hk and our Company at www.cathaymedia.com as soon as practicable but in only event not later than the morning of the last
day for Todging applications under the Hong Kong Public Offering. See “Structure of the Global Offering” and “How to apply for Hong Kong
Public Offer Shares” for more details.

The obligations of the Hong Kong Underwriters under the Hong Kong Underwriting Agreement are subject to termination by the Joint Global
Coordinators (for themselves and on behalf of the Hong Kong Underwriters) if certain grounds arise prior to 8:00 a.m. on the Listing Date. See
“Underwriting — Underwriting arrangements and expenses for Hong Kong Public Offering — Grounds for termination” for more details.

Prior to making an investment decision, prospective investors should consider carefully all of the information set out in this document, including the
risk factors set out in the section headed “Risk factors”.

The Offer Shares have not been and will not be registered under the U.S. Securities Act or any state securities laws of the United States and may not
be offered and sold within or to the United States, except pursuant to an exemption from, or in transactions not subject to, the registration requirements
of the U.S. Securities Act and any applicable state securities laws. Accordingly, the Offer Shares may only be offered or sold to QIBs in reliance on Rule
144A or another exemption from registration under the U.S. Securities Act or outside the United States in accordance with Regulation S.
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EXPECTED TIMETABLEY

Latest time to complete electronic applications under

HK eIPO White Form service through one of the below ways®:

(1) the IPO App, which can be downloaded
by searching “IPO App” in App Store or

Google Play or downloaded at www.hkeipo.hk/TIPOApp or

www.tricorglobal.com/IPOApp

(2) the designated website www.hkeipo.hk® ... ... ...

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

Latest time to lodge WHITE and YELLOW

Application Forms . ........ ... ... ... ... .. ... ...

Latest time to give electronic application instructions

to HKSCC™

Latest time to complete payment for HK eIPO White Form
applications by effecting internet banking transfer(s) or

PPS payment transfer(s) ........... .. ... .. . .. .. .. ...

Application lists of the Hong Kong Public Offering close .....

Expected Price Determination Date®’

(1) Announcement of:

J the Offer Price;

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

. the level of applications in the
Hong Kong Public Offering; and

. the basis of allocation of the Hong Kong Public
Offer Shares

to be published on the website of the Stock Exchange at
www.hkexnews.hk and our website at
www.cathaymedia.com®?

(2) Results of allocations in the Hong Kong Public Offering

(with successful applicants’ identification document numbers,

on or before .............

........... 11:30 a.m. on

Wednesday, July 8, 2020

........... 11:45 a.m. on

Wednesday, July 8, 2020

.......... 12:00 noon on

Wednesday, July 8, 2020

.......... 12:00 noon on

Wednesday, July 8, 2020

.......... 12:00 noon on

Wednesday, July 8, 2020

.......... 12:00 noon on

Wednesday, July 8, 2020

Wednesday, July 8, 2020

... Tuesday, July 14, 2020

where appropriate) to be available through a variety of channels

(see the section headed “How to apply for Hong Kong

Public Offer Shares”) from". . ... ... ... .. ... .....

... Tuesday, July 14, 2020



EXPECTED TIMETABLEY

Results of allocations in the Hong Kong Public Offering will be
available at the “Allotment Result” function in the IPO App or
at www.tricor.com.hk/ipo/result or
www.hkeipo.hk/IPOResult with a

“search by ID” function from™" . ... .. ... . ... .. ... .. ... .. Tuesday, July 14, 2020

Dispatch of Share certificates in respect of wholly or partially

successful applications on or before!”®!Y L. Tuesday, July 14, 2020

Dispatch of HK eIPO White Form e-Auto Refund payment

instructions and/or refund checks (if applicable)
in respect of wholly or partially unsuccessful applications
on or before® IO Tuesday, July 14, 2020

Dealings in Shares on the Stock Exchange expected

Notes:
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3)

C))

(&)

(6)
(N

)

t0 COMMENCE ON' 7 . . . e 9:00 am on

Wednesday, July 15, 2020

All times refer to Hong Kong local time. Details of the structure of the Global Offering, including its
conditions, are set out in the section headed “Structure of the Global Offering” in this document.

You will not be permitted to submit your application through the IPO App or the designated website at
www.hkeipo.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 IPO App or the designated website
prior to 11:30 a.m., you will be permitted to continue the application process (by completing payment of
application monies) until 12:00 noon on the last day for submitting applications, when the application lists
close.

If there is/are a tropical cyclone warning signal number 8 or above, or a “black” rainstorm warning and/or
Extreme Conditions at any time between 9:00 a.m. and 12:00 noon on Wednesday, July 8, 2020, the application
lists will not open on that day. See “How to apply for Hong Kong Public Offer Shares — 10. Effect of bad
weather and/or Extreme Conditions on the opening of the application lists”. If the application lists do not open
and close on Wednesday, July 8, 2020, the dates mentioned in this section headed “Expected timetable” may
be affected. An announcement may be made by us in such event.

Applicants who apply for Hong Kong Public Offer Shares by giving electronic application instructions to
HKSCC should refer to the section headed “How to apply for Hong Kong Public Offer Shares — Applying by
giving electronic application instructions to HKSCC via CCASS” in this document.

We expect to determine the Offer Price by agreement with the Joint Global Coordinators (on behalf of the Hong
Kong Underwriters) on the Price Determination Date. The Price Determination Date is expected to be on or
around Wednesday, July 8, 2020, and, in any event, not later than 6:00 p.m. on Monday, July 13, 2020. If, for
any reason, the Offer Price is not agreed between the Joint Global Coordinators (on behalf of the Hong Kong
Underwriters) and us by 6:00 p.m. on Monday, July 13, 2020, the Hong Kong Public Offering and the
International Offering will not proceed and will lapse.

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

Share certificates for the Hong Kong Public Offer Shares will only become valid certificates of title at around
8:00 a.m. on Wednesday, July 15, 2020 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.
Investors who trade Shares on the basis of publicly available allocation details before the receipt of Share
certificates or before the Share certificates becoming valid certificates of title do so entirely at their own risk.
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(®)
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(10)

(11

Applicants who apply for 1,000,000 or more Hong Kong Public Offer Shares and have provided all required
information may collect refund checks (where applicable) and Share certificates (where applicable) in person
from the Hong Kong Share Registrar, Tricor Investor Services Limited, at Level 54, Hopewell Centre, 183
Queen’s Road East, Hong Kong, from 9:00 a.m. to 1:00 p.m. on Tuesday, July 14, 2020. Applicants being
individuals who are eligible for personal collection must not authorize any other person to make collection on
their behalf. Applicants being corporations who are eligible for personal collection must attend by their
authorized representatives each bearing a letter of authorization from his corporation stamped with the
corporation’s chop. Both individuals and authorized representatives (if applicable) must produce, at the time
of collection, evidence of identity acceptable to the Hong Kong Share Registrar. Uncollected refund checks and
Share certificates will be dispatched promptly by ordinary post to the addresses as specified in the applicants’
Application Forms at the applicants’ own risk. Details of the arrangements are set out in the section entitled
“How to apply for Hong Kong Public Offer Shares” in this document.

Applicants who apply through the HK eIPO White Form service and paid their application monies through
single bank accounts may have refund monies (if any) dispatched to the application payment account, in the
form of e-Auto Refund payment instructions. Applicants who apply through the HK eIPO White Form service
and paid their application monies through multiple bank accounts may have refund monies (if any) dispatched
to the address as specified in their application instructions through the HK eIPO White Form service, in the
form of refund checks, by ordinary post at their own risk.

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

If a typhoon warning signal no. 8 or above, a black rainstorm warning signal and/or extreme conditions
announced by the government of Hong Kong in accordance with the “Code of Practice in Times of Typhoons
and Rainstorms” issued by the Hong Kong Labour Department in June 2019 is/are in force on any days
between Tuesday, June 30, 2020 to Wednesday, July 15, 2020, then the day of (i) announcement of results of
allocations in the Hong Kong Public Offering; (ii) dispatch of Share certificates and refund checks/HK eIPO
White Form e-Auto Refund payment instructions; and (iii) dealings in the Shares on the Stock Exchange may
be postponed and an announcement may be made in such event.

The applications for the Hong Kong Public Offer Shares will commence on Tuesday, June
30, 2020 through Wednesday, July 8, 2020, being longer than normal market practice of
four days. The application monies (including the brokerage fees, SFC transaction levies
and Stock Exchange trading fees) will be held by the receiving banks and on behalf of the
Company after the closing of the application lists and the refund monies, if any, will be
returned to the applicants without interest on Tuesday, July 14, 2020. Investors should be
aware that the dealings in the Shares on the Stock Exchange are expected to commence
on Wednesday, July 15, 2020.
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SUMMARY

This summary aims to give you an overview of the information contained in this
document. As this is a summary, it does not contain all the information that may be
important to you. Moreover, there are risks associated with any investment. Some of the
particular risks of investing in the Offer Shares are set out in the section headed “Risk
factors”. You should read the entire document (including the section headed “Risk
factors”) carefully before you decide to invest in the Offer Shares. Various expressions
used in this section are defined in the sections headed “Definitions” and “Glossary of
technical terms”.

OVERVIEW

We are a media group, built on twin pillars of a leading TV/film production business and a
higher education business focused on media and arts.

We were one of the pioneers in the private TV program production industry in China. TV shows
produced by us have enjoyed high popularity and viewership for more than two decades — all
our productions during the Track Record Period were ranked no. 1 in viewer ratings in China
when first aired. This popularity among viewers across China has translated into good
reception of our productions by our customers, major TV stations and online video platforms
— for the last ten TV series we produced, all of their initial broadcasting rights were purchased
even before we completed the production. Within the Track Record Period, the gross margin
of our TV/film production business was 47.2%, as compared to the industry average of 35.0%,
according to Frost & Sullivan.

We also operate 5L fEEEEEEE (Pinyin: Nanjing Chuanmei Xueyuan, formerly known as
Communication University of China, Nanjing) (“CUCN”), which was ranked first in media and
arts independent colleges in China in 2020, according to the Chinese Universities Alumni
Association. With 12,697 students enrolled in majors related to media and arts in the school
year 2018/2019, our University is the second largest private sector provider of media and arts
higher education in China, according to Frost & Sullivan. For the school year 2019/2020, over
63,000 applicants competed for entrance to our University, with only 4.3% finally being
admitted.

Our University was founded as a cooperation between Nanjing Meiya and the Communication
University of China (“CUC”) in 2004. In July 2019, Nanjing Meiya and CUCN entered into
a termination agreement with CUC and made a one-off payment of RMB160 million to CUC.
Our University officially converted from an independent college to a private higher education
institution under the new school name i 5 fHIEELEE (Pinyin: Nanjing Chuanmei Xueyuan) in
March 2020, and obtained the updated Private School Operating License in May 2020. Student
enrolment may be affected by the termination of the cooperation agreement with CUC and the
resulting name change. See “Risk factors — Risks relating to our business and industries — Our
University recently terminated the cooperation agreement with CUC and renamed itself as Fd
TUHEEELRE (Pinyin: Nanjing Chuanmei Xueyuan). We will face significant uncertainties on
student enrollment and employment in connection with the termination of the cooperation with
CUC” for detalils.

We seek to capitalize on our national reputation, deep insights into content creation and the
entertainment industry, as well as rich resources in media and arts education to expand our
business into new areas. For example, we see high demand for quality training for young talent
in the entertainment industry and launched our first Star Dream training program in August
2019 to capitalize on this market opportunity. Famous and experienced instructors attached by
their previous cooperation with us and our reputation in the entertainment business work side
by side with experts at our University to deliver tailored training programs for talented
performers dreaming of stardom. This 16-day pilot program proved to be exceptionally
popular. Within one month about 610 young actors applied in spite of a high training fee of
RMB20,800, of which only 30 were admitted.

Our total revenue was RMB556.9 million, RMB368.3 million and RMB747.2 million, and our
profit was RMB180.6 million, RMB148.8 million and RMB194.5 million, for 2017, 2018 and
2019, respectively. Our higher education business experienced stable growth over the Track
Record Period. The revenue derived from our higher education business increased from
RMB256.3 million in 2017 to RMB276.9 million in 2018 and further to RMB311.7 million in
2019. Our TV/film production business, on the other hand, fluctuated during the Track Record
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Period due to our limited number of productions each year, and unexpected changes in industry
policies that delayed our production and delivery. Our TV/film production business generated
revenue of RMB300.6 million, RMB91.4 million and RMB435.5 million in 2017, 2018 and
2019, respectively.

INDUSTRY OPPORTUNITIES

The media business is among the fastest-growing industries in China. The total revenue of the
media industry in China increased rapidly from RMB1,235.9 billion in 2014 to RMB2,096.0
billion in 2018, representing a CAGR of 14.1%, according to Frost & Sullivan. Within the
overall media business, there is an increasingly strong demand for high quality content in
China.

In the education sector, the private media and arts higher education industry has experienced
rapid growth. In the school year 2018/2019, 1.0 million students competed for 0.6 million
places offered by media and arts universities in China. Driven by excessive demand for talents
and media professionals, private media and arts higher education enjoys a premium tuition fee
structure, managing to charge on average RMB19,029 per student in the school year
2018/2019, as compared to RMB13,530 per student for general private higher education in
China. Compounded by the growing student body size, the total market size of private media
and arts higher education has grown from RMB8.9 billion in 2014 to RMB12.9 billion in 2018,
and is expected to grow further to RMBI18.1 billion in 2023 according to Frost & Sullivan.

OUR COMPETITIVE STRENGTHS
Leading TV/film production and media and arts education businesses

We were one of the pioneers in the private TV program production industry in China, having
delivered high quality TV shows to audiences in China and abroad for over two decades. The
programs produced under our brand Cathay Media (Hua Xia Shi Ting/#EX#{IE) have a
long-standing reputation for high quality and have consistently achieved high viewership. Our
works have also received acclaim from television critics and won numerous accolades. For
example, our Movies and TV Shows (##i[A] &) won one of the highest national awards, the
Star Award (A& J64%), in 2000, 2002 and 2003, and the TV series Demi-Gods and Semi-Devils
( K#E/\#) won Best Ten TV Series, Best Cinematography, Audience Favorite Actor & Actress
in China and TV Golden Eagle Awards (% /%%%) in 2004, and the TV series The Heaven Sword
and Dragon Saber (%f%%@?ﬂ) won Outstanding Original Program in 2019. A total of 231
episodes produced by us were broadcasted in 2019, representing approximately 1.0% of the
total episodes broadcasted in China for the same year.

Media and arts higher education is another driving force for our Group’s continuing success.
Established in 2004, our University has quickly grown into a reputable media and arts
university, and we were ranked the first among all private media and arts independent colleges,
as recognized by the Chinese Universities Alumni Association for five consecutive years from
2016 to 2020.

These two cornerstone businesses cooperate with each other closely, and are showing strong
synergies. We believe they will further fuel the development of our Group with a virtuous
cycle. Our TV/film production business brings us reputation and recognition across the country
and helps connect our University with the industry. By leveraging our resources in the TV/film
production industry, we introduce industry leaders to join as our faculty and generate a large
number of internship and employment opportunities for our students. Our University at the
same time also serves as a source for the recruitment of talent and supply of creative content
for our TV/film production business. For example, we have established a scriptwriting award
in our University to encourage students to convert their innovative ideas into stories, and we
benefit from this creative source of story ideas.

Deep trusted cooperation relationship with major online video platforms and TV stations
Delivering high-quality content to the satisfaction of our customers is our highest priority. To
this end, we have established a comprehensive cooperation model for content creation. As soon

as we develop an idea for a TV series, we start working closely with potential customers, and
update them frequently on production progress. Our production team proactively responds to
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feedback from our customers, for example, in respect of storylines and choice of leading actors.
These efforts ensure that our final products are well received by our customers. For the last ten
TV series we produced, all of their initial broadcasting rights were purchased even before we
completed the production.

Through consistently delivering high-quality content for over two decades, we have
successfully built great trust with major TV stations and online broadcasting channels across
China. This trust can be demonstrated by our customers’ willingness to co-invest in our TV
shows. For example, Mango TV invested 41% in The Gods (1) which was aired in 2019 and
Tencent invested 50% in Don’t Call Me Jiushen (5" #f) which has been broadcasted
online since June 2020.

Ability and experience to deliver high quality content

We are home to an exceptionally experienced and dedicated internal creative team, led by Mr.
Pu, our chairman and a team of seasoned TV producers. We have historically cooperated with
top scriptwriters, producers, directors and actors in the industry, which include ZHANG
Jizhong (iRACH'), ZHAO Baogang (#HE ), HU Jun (%1#), and Joe CHEN (FEE ).

In production, we carefully examine thousands of potential opportunities and make highly
selective investments in high return projects amid the fast changing content creation industry.
Adaptation from popular novels and plays has been one important successful strategy for us
historically. While the whole industry has been enthusiastically rushing to purchase adaptation
rights of popular literature, we excel as our visionary content creation team has managed to
identify novels before they become national bestsellers, which ultimately lowers our
production costs significantly.

High quality media and arts curriculum that prepares our students to stand out in the job
market

The curriculum of our University is designed to cater to the needs of the evolving media and
arts industry. For instance, we established a major in animation in 2004 and another one in
game commentating in 2016, which was one of the earliest in the industry. These market-
oriented courses, combined with numerous internship opportunities in collaboration with
industry-leaders, equip our students with the ability to excel even when they are still on
campus. As a result of our market-oriented curriculum and internship networks that prepare our
students to excel professionally, the initial employment rate of our graduates was 92.7% for
those graduating in the school year 2016/2017, compared to 78.4% in all higher education
institutes in China, according to Frost & Sullivan. In addition, according to a survey by the
College Admissions and Career Guidance Service Center of Jiangsu Province, our University
ranked first in employment competitiveness from 2012 to 2015 and first in average starting
salary of graduates in 2015, among all private universities in Jiangsu Province.

Experienced University faculty and extensive international cooperation

As of December 31, 2019, we had 706 full-time faculty at our University, with another group
of 524 experienced professionals serving as adjuncts (who on average have 10 years’ industry
experience). Our faculty are not only experienced and reputable in academia, but also have
deep connections to the media industry.

As of December 31, 2019, our University had exchange or joint degree programs with over 50
universities around the world, including universities in New York, Tokyo, London and Hong
Kong. More than 1,000 students have benefitted from these programs and gained international
exposure. Additionally, 410 students are currently enrolled in our international preparatory
program, which prepares them for overseas studies.

Experienced management team with a long and proven track record

Our founder and Chairman of the Board, Mr. Pu, was a géoneer in the TV industry. Mr. Pu
founded Beijing Pushengda Advertising Co., Ltd. (It 22 H 4 A BR/AH]) in December
1998 and Huaxia Online in December 2001 to invest in TV series production. Mr. Pu from there
led Huaxia Online and later Huaxia Audio-Visual to become a TV series production
powerhouse in China, having made dozens of highly popular TV shows in the past two decades.
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BUSINESS STRATEGIES

We intend to maintain and strengthen our leading position in the TV series production industry
and private media and arts university field, and at the same time expand our reach into areas
like film production and talent agency to develop into a leading media group. To achieve this
goal, we plan to pursue the following strategies:

Continue to produce high quality content;

Expand the capacity of our University and optimize our pricing to improve profitability;
Explore new growth opportunities;

Continue to improve the education quality of our University; and

Selectively pursue strategic alliances, investments and acquisitions.

BUSINESS MODEL
TV/film production business

We create a variety of content for distribution through cable network, internet and silver screen
in our TV/film production business. During the production process, we utilize our in-house
creative team and also engage external resources such as reputable scriptwriters, directors and
actors. Upon completion, we license the broadcasting rights of our productions to TV stations
and online video platforms.

We take the quality of our production seriously, and have always been actively involved in the
production of TV series, variety shows and films, whether we were the sole producer or we
co-produced together with others, except for the two films produced in 2012, where we were
passive investors. We expect to continue this practice in the near future, while we also started
leading the production of films tailor-made for online viewing in 2019, which are considered
to be less risky than feature films for theater screening.

We had three TV series premier during the Track Record Period, namely the The Gods (1)
on Hunan TV and Mango TV in 2019, Untouchable Lovers (B /A ) on iQiyi in 2018 and The
Heaven Sword and Dragon Saber (a7 K J& HErL) on Tencent Video in 2019. The table below sets
forth information relating to these series.

Gross
profit
margin for
Amount of % of the Track
our investment Number of  Record Viewersh'P Revenue generated for the
Title investment ~ fromus  episodes Period measurement” year ended December 31,
2017 2018 2019
(in thousands of RMB)
The Gods (1) RMB62.0 39% 65 38% 0.72% - 61,230 28,072
million
Untouchable Lovers RMB144.1 80% 52 49% 1.06% 296,607 7251 -
(BINE) million
The Heaven Sword and RMB236.2 100% 50 46% 6.4 billion - 13453 405,109
Dragon Saber million views
(A ER)
Note:

(1)  Viewership measurement for TV series broadcast via cable networks is expressed as a percentage of the
potential TV audience viewing, while the measurement for series broadcast via internet is expressed as view
counts of the respective online platforms.
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Additionally, as of the Latest Practicable Date, six TV series and two web films tailor-made for
online viewing were in our production pipeline, the details of which are set forth below.

% of Expected
investment completion of
Title Genre from us Current status production
Mrs. Qing (IERN) TV 100% Pre-production (screenwriting) 2021
Ashes of Time (FABPT#) TV 100% Pre-production (screenwriting) 2021
Copper Wedding (#14) TV 100% Pre-production (screenwriting) 2021
Kangxi Emperor (FEA ) TV 100% Pre-production (screenwriting) 2021
Hi, Shichahai (M, 1f717%) TV 35% Post-production (editing) 2020
Quiet (%) TV Not finalized Principal photography 2020
Nantaihang Xuechi Village I Web 100% Pre-production 2020
(RAATI L 55— ) film (filing with NRTA)
Nantaihang Xuechi Village 11 Web 100% Pre-production 2021
(FAAT I 1 55— 7)) film (filing with NRTA)

The below table sets forth the carrying amount/total amount capitalized, budget, percentage of
completion of all TV series and films completed or under production as of December 31, 2019
on a title-by-title basis:

Carrying amount/

total amount Percentage of
capitalized Budget completion
(in thousands of RMB)
Completed iEujoduction
The Gods (Ef i) 3,747 NA NA
Zhaoge (FA#) 45,000 NA NA

Under-production
Kangxi Emperor (5 EE A7) 4,915 330,000 1.5%

Among all our customers, online video platforms are an important distribution channel to us,
generating over 98% of our total revenue from TV/film production business for the years ended
December 31, 2017 and 2019. The table below sets out a breakdown of contribution of revenue
by distribution channels for our TV/film production business during the Track Record Period:

Year ended December 31,

2017 2018 2019
RMB % RMB % RMB %
(in thousands, except percentages)
TV stations - - 55971 61.2 1,059 0.2
Online video platforms 296,835 98.7 6,035 6.6 428,245 98.3
Overseas markets 3,766 1.3 29,390 32.2 6,225 1.5
Total 300,601 100.0 91,396 100.0 435,529 100.0

We were the sole producer for some of our TV programs, and we also cooperate and co-produce
together with others from time to time. Please see “Business — Products and services — TV/film
production” for details of how we cooperate with other production firms in such cases.

In most cases, we contract with TV stations and online video platforms to broadcast our programs
for a period of two to eight years after the initial broadcast. Licensing fees are generally
negotiated on a per episode basis with a pre-determined range of total episodes. The licensing fee
is paid in installments — customers normally pay the first installment of 20%-30% of the total
price after signing the contract and receiving certain basic documents (for example, our business
license), which we recognize as contract liabilities on our balance sheet, then another 30%-40%
when we deliver the master tapes, and the remaining amount after the TV programs are broadcast
or become available online. Some contracts with our customers include protective clauses which
allow our customers to terminate the licensing agreement if the master tapes we deliver do not
meet their technical criteria or the TV programs we produced are subject to any restraint from
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broadcasting in unexpected circumstances, for example, change of regulations or industry
policies. None of our contracts were terminated by our customers during the Track Record
Period.

Higher education business

In respect of our education business, we operate CUCN with a focus on majors related to media
and arts. The table below sets out the student enrollment and tuition fees charged for
undergraduate study for the relevant school years:

School year

2016/2017 2017/2018 2018/2019 2019/2020
Total students enrolled 12,468 13,008 13,515 14,256
Tuition fees (range) (in RMB) 14,000~18,000  14,000~18,000  14,000~18,000  14,000~18,000

SUMMARY OF FINANCIAL INFORMATION

The following table presents our consolidated income statement items in absolute amount and
as a percentage of our total revenue for the years indicated:

Year ended December 31,

2017 2018 2019
RMB % RMB % RMB %
(in thousands, except percentages)

Revenue 556,878 100.0 368,318 100.0 747,186 100.0
Cost of revenue (275,733) (49.5) (163,387) (44.4) (374,361) (50.1)
Gross profit 281,145 50.5 204,931 55.6 372,825 49.9
Selling expenses (30,620) (5.5) (8,124) (2.2) (8,999) (1.2)
Administrative expenses (68,675) (12.3)  (62,356) (16.9)  (74,212) 9.9)
Other income 13,234 2.4 12,474 3.4 17,504 2.3
Other gains/(losses) — net 4,113 0.7 (730) 0.2) (72,871 (9.8)
Operating profit 199,197 35.8 146,195 39.7 234,247 31.3
Finance income 7,727 1.4 8,087 2.2 6,705 0.9
Finance costs (2,741) 0.5) (1,056) (0.3) (621) (0.1)
Finance income — net 4,986 0.9 7,031 1.9 6,084 0.8
Profit before income tax 204,183 36.7 153,226 41.6 240,331 32.1
Income tax expense (23,621) (4.3) (4,401) (1.2)  (45,814) (6.1)
Profit for the year 180,562 324 148,825 404 194,517 26.0

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

Year ended December 31,
2017 2018 2019
RMB % RMB % RMB %
(in thousands, except percentages)

Segment revenue:

TV/film production 300,601 54.0 91,396 24.8 435,529 58.3
Higher education 256,277 46.0 276,922 75.2 311,657 41.7
Total 556,878 100.0 368,318 100.0 747,186 100.0

_6—
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Our revenue and net profit fluctuated during the Track Record Period, as a result of the
fluctuating performance of our TV/film production business. We only completed delivery of
TV series The Gods (¥/##) in 2018, in which our investment was 39%. Therefore, the revenue
from TV/film production in 2018 was low and the total net profit for our Group in 2018
declined compared to 2017. Our net other losses increased significantly for the year ended
December 31, 2019, mainly attributable to the payment of termination fee of RMB95.0 million
to CUC in the third quarter of 2019.

The following table sets forth our gross profit and gross margin by segment for the years
indicated:

Year ended December 31,

2017 2018 2019
Gross Gross Gross Gross Gross Gross
profit margin profit margin profit margin
(RMB) (%) (RMB) (%) (RMB) (%)

(in thousands of RMB, except percentages)

Gross profit and
gross margin by segments:

TV/film production 141,650 47.1 45,804 50.1 203,319 46.7
Higher education 139,495 544 159,127 575 169,506 54.4
Total 281,145 50.5 204,931 55.6 372,825 49.9

KEY BALANCE SHEET ITEMS

The table below sets forth key items of our consolidated balance sheets as of the dates
indicated, which have been extracted from our audited consolidated financial statements
included in Appendix I to this document:
As of December 31,
2017 2018 2019
(in thousands of RMB)

Non-current assets 727,806 762,865 680,337
Current assets 966,542 1,130,567 1,088,419
Net current assets 505,038 602,412 729,977
Total assets 1,694,348 1,893,432 1,768,756
Total equity 1,214,341 1,363,418 1,376,753
Non-current liabilities 18,503 1,859 33,561
Current liabilities 461,504 528,155 358,442
Total liabilities 480,007 530,014 392,003
Total equity and liabilities 1,694,348 1,893,432 1,768,756

The net assets/total equity increased from RMB1.21 billion as of December 31, 2017 to
RMB1.36 billion as of December 31, 2018 and further to RMB1.38 billion as of December 31,
2019, mainly as a result of our net profit during this period. See “Financial information —
Discussion of certain key balance sheet items” for key balance sheet items by segments.

NON-HKFRS MEASURE

In order to supplement our consolidated financial statements, which are presented in
accordance with HKFRS, we also use Adjusted Net Profit (defined below) as an additional
financial measure. We present this financial measure because it is used by our management to
evaluate our financial performance by eliminating the impact of certain items that we do not

i
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consider to be indicative of our performance during the Track Record Period. We also believe
that this non-HKFRS measure provides additional information to investors and others in their
understanding and evaluating our results of operations in the same manner as they help our
management and in comparing financial results across accounting periods and to those of our
peer companies. We believe the one-off payment to CUC is non-recurring in nature because the
termination agreement with CUC provides all transition arrangements and we do not foresee
any additional fees being payable to CUC after we completely switched to run our University
by ourselves. These non-HKFRS figures are non-recurring in nature and provide an unbiased
presentation for investors to understand our results of operations. However, this non-HKFRS
measure does not have a standardized meaning prescribed by HKFRS and therefore it may not
be comparable to similar measures presented by other companies listed on the Stock Exchange.

The adjusted net profit, which is unaudited, represents profit for the year adding back listing
expenses and termination fee payment to CUC (the “Adjusted Net Profit”). For the years
ended December 31, 2017, 2018 and 2019, our Adjusted Net Profit was RMB199.0 million,
RMB156.5 million and RMB300.7 million, respectively.

The following table reconciles our Adjusted Net Profit to the most directly comparable
financial measure calculated and presented in accordance with HKFRS (profit for the year).

Year ended December 31,
2017 2018 2019
(in thousands of RMB)

Revenue 556,878 368,318 747,186
Profit before income tax 204,183 153,226 240,331
Income tax expense (23,621) (4,401) (45,814)
Profit for the year 180,562 148,825 194,517
Add: Listing expenses 18,420 7,665 11,223
Add: One-off payment to CUC - - 95,000
Adjusted net profit 198,982 156,490 300,740

See “Financial information — Non-HKFRS measure” for details.

FINANCIAL RATIOS

As of/for the year ended
December 31,

2017 2018 2019
Net profit margin‘" 32.4% 40.4% 26.0%
Return on equity® 15.7% 11.5% 14.2%
Current ratio 2.09 2.14 3.04

Notes:

(1) Net profit margin is calculated using net profit divided by revenue and multiplied by 100%.
(2)  Return on equity is calculated using net profit divided by average equity and multiplied by 100%.
(3)  Current ratio is calculated using current assets as of year end divided by current liabilities as of year end.

SEGMENTS

Our operation can be divided into two segments, namely TV/film production and higher
education. Our chief executive officer and executive Directors review internal reporting,
evaluate performance and allocate resources between these two segments.

Between the two segments, the TV/film business fluctuated during the Track Record Period,
primarily because, considering our resources and, most importantly, quality of our production,
we only produced a very limited number of TV series each year, and therefore the timing of
completion and sale of one single TV series may result in a significant difference in revenues
from period to period. Higher education, on the other hand, remained stable during the three
years ended December 31, 2019, constantly delivering operating profit of approximately
RMB100 million and generating cash of more than RMB 130 million from operating activities
each year (in each case excluding the impact of an one-off termination fee payment to CUC in
2019).
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See “Financial information” for details of the results of operations and financial positions of
our two segments during the Track Record Period. In particular, see “Financial information —
Segment information” for details of the results of operation of our two segments during the
Track Record Period, “Financial information — Discussion of certain key balance sheet items”
for key balance sheet items by segments and “Financial information — Liquidity and capital
resources” for our cash flow by segments.

CONTRACTUAL ARRANGEMENTS

Our TV/film production business and our private education business are subject to foreign
investment restrictions under PRC Laws. Therefore, our Company is unable to own or hold any
direct sponsor interest or equity interest in our Consolidated Affiliated Entities. Rather, we
control these entities through Contractual Arrangements, through which we are able to derive
substantially all economic benefits enjoyed by the Registered Shareholders from our
Consolidated Affiliated Entities. See “Contractual Arrangements” for details.

The following simplified diagram illustrates the key aspects of the Contractual Arrangements:

Our Company

Equity interest
v

The WFOEs |-~ Registered Shareholders
Management and ! T Equity/sponsor interest
consultation | |
services ; 1 Service fees v

Onshore Holdcos and their subsidiaries
Notes:

(1)  Registered Shareholders refer to the registered shareholders of the Onshore Holdcos (Dongyang Huaxia
and Nanjing Lanchou). Dongyang Huaxia is owned by Mr. Pu as to 99% and Mr. Liu Chang as to 1%.
Nanjing Lanchou is owned by Mr. Pu as to 100%.

(2)  “—>” denotes legal and beneficial ownership in the equity/sponsor interest.
(3)  “--->” denotes contractual relationship.
(4)  “----" denotes the control by WFOEs over the Registered Shareholders and the Onshore Holdcos through

(i) powers of attorney to exercise all shareholders’ rights in the Onshore Holdcos, (ii) exclusive options
to acquire all or part of the equity/sponsor interests held by the Registered Shareholders in our
Consolidated Affiliated Entities and (iii) equity pledges over the equity interests held by the Registered
Shareholders in the Onshore Holdcos, Huaxia Audio-Visual and Nanjing Meiya.

OUR CONTROLLING SHAREHOLDERS

Immediately after the completion of the Global Offering (assuming the Over-allotment Option
is not exercised, no Shares are awarded under the Post-IPO Share Award Scheme, and no
options are granted under the Post-IPO Share Option Scheme), Mr. Pu through Cathay Media
Holding Inc. will control an aggregate of 72.19% of the issued share capital of our Company.
Therefore, Mr. Pu and Cathay Media Holding Inc. will therefore be our Controlling
Shareholders.

USE OF PROCEEDS
We estimate that we will receive net proceeds from the Global Offering of approximately

HK$1,103.5 million (after deducting the underwriting fees and expenses related to the Global
Offering), assuming the Over-allotment Option is not exercised and an Offer Price of HK$2.98
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per Share, being the mid-point of the indicative Offer Price range of HK$2.86 to HK$3.10 per
Share in this document. We intend to use the net proceeds of the Global Offering for the
following purposes:

. approximately 30%, or HK$331.1 million, for investment in the production of high
quality content;

. approximately 30%, or HK$331.1 million, to improve or expand the capacity, facilities
and educational equipment of our University;

. approximately 30%, or HK$331.1 million, towards the acquisition of media and arts
higher education institutions and/or training institutions to supplement our media and arts
education business; and

. approximately 10%, or HK$110.3 million, for working capital and other general corporate
purposes.

SUMMARY OF MATERIAL RISK FACTORS

Our business faces risks including those set out in the section headed “Risk factors” in this
document. As different investors may have different interpretations and criteria when
determining the significance of a risk, you should read the “Risk factors” section in its entirety
before you decide to invest in the Offer Shares. Some of the major risks that we face include:

. Our TV/film production business is primarily dependent upon, among other factors,
audience acceptance, which is extremely difficult to predict and therefore inherently
risky.

. The TV/film industry is regulated extensively in China.

. We are subject to significant uncertainties brought by recent regulation in the private
higher education industry.

. Our TV/film production business depends on the success of a limited number of releases
each year. The commercial failure of any one of them could have a material adverse effect
on us and this pattern subjects our revenues from our TV/film production business to
significant seasonal fluctuation.

. We operate our TV/film production business in a highly competitive industry.

. We are exposed to the risk of high concentration of service providers in our TV/film
production business.

. The private higher education business is relatively new and may not gain wide acceptance
in China.

. Our University recently terminated the cooperation agreement with CUC. We will face
significant uncertainties on student enrollment and employment in connection with the
termination of the cooperation with CUC.

. Our higher education business depends on the level of tuition fees and boarding fees we
are able to charge and the size of the student body we are allowed to enroll.

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

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

APPLICATION FOR LISTING ON THE STOCK EXCHANGE

We have applied to the Listing Committee for the listing of, and permission to deal in, the
Shares in issue and to be issued pursuant to the Global Offering (including any Shares which
may be issued pursuant to the exercise of the Over-allotment Option), the Shares to be issued
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pursuant to awards under the Post-IPO Share Award Scheme and the Shares to be issued
pursuant to the exercise of options granted under the Post-IPO Share Option Scheme, on the
basis that, among other things, we satisfy the profit test under Rule 8.05(1) of the Listing
Rules.

GLOBAL OFFERING

This document is published in connection with the Hong Kong Public Offering as part of the
Global Offering. The Global Offering comprises the Hong Kong Public Offering of 40,000,000
Hong Kong Public Offer Shares (subject to reallocation) in Hong Kong and the International
Offering of an aggregate of 360,000,000 International Offer Shares (subject to reallocation and
the Over-allotment Option) outside the United States (including to professional and
institutional investors within Hong Kong) in offshore transactions in reliance on Regulation S
and in the United States to QIBs in reliance on Rule 144A or another exemption from the
registration requirements under the U.S. Securities Act.

The Offer Shares will represent 25% of the issued share capital of our Company immediately
after completion of the Global Offering (assuming the Over-allotment Option is not exercised,
no Shares are awarded under the Post-IPO Share Award Scheme, and no options are granted
under the Post-IPO Share Option Scheme).

Based on an Offer Based on an Offer
Price of HK$2.86 Price of HK$3.10

per Share per Share

Market capitalization of our Shares HK$4,576 million HK$4,960 million
Unaudited pro forma adjusted net tangible HK$1.53 HK$1.59
asset value per Share RMB1.40 RMB1.46

LISTING EXPENSES

We expect to incur listing expenses of approximately RMB81.0 million (representing
approximately 7.4% of our gross proceeds from the Global Offering, assuming an Offer Price
of HK$2.98, being the mid-point of the indicative Offer Price range between HK$2.86 and
HK$3.10, and assuming that the Over-allotment Option is not exercised) until the completion
of the Global Offering, of which RMBS58.0 million is expected to be charged to our
consolidated statements of comprehensive income and RMB23.0 million is directly attributable
to the issue of the Shares to the public and to be capitalized. Listing expenses represent
professional fees and other fees incurred in connection with the Listing, including underwriting
commissions but excluding discretionary bonus. The listing expenses above are the best
estimate as of the Latest Practicable Date and for reference only and the actual amount may
differ from this estimate.

DIVIDENDS

No dividend has been paid by our Company during the Track Record Period. In December 2017
and August 2019, one Consolidated Affiliated Entity declared dividends of RMBS58.1 million
and RMB182.0 million, respectively, to its then shareholder. No dividend has been declared or
paid by our Consolidated Affiliated Entities to our WFOEs after the consolidation of our
Consolidated Affiliated Entities through the Contractual Arrangements. Any amount of
dividends we pay will be at the discretion of our Directors and will depend on our future
operations and earnings, capital requirements and surplus, general financial conditions,
contractual restrictions and other factors which our Directors consider relevant.

RECENT DEVELOPMENTS

An outbreak of the COVID-19 coronavirus emerged in late 2019, primarily in Wuhan, Hubei
Province, and it has since expanded in China and globally. The outbreak was declared a Public
Health Emergency of International Concern and a Global Pandemic by the World Health
Organization on January 30, 2020 and March 11, 2020, respectively. CUCN resumed teaching
through online classes from the beginning of March 2020, about one month later than the
spring semester was originally scheduled to begin, and resumed classroom learning from late
April 2020. Such adjustments did not affect the revenue of our higher education business, as

—11 —-



SUMMARY

the tuition fees and the boarding fees for the school year 2019/2020 were already collected at
the beginning of the school year, in September 2019, and the revenue has been recognized
based on the actual progresses of the semester. Although we need to refund approximately two
months’ boarding fees to the students, such refund will only have a slight impact on the
revenue of our higher education business. In the first half of 2020, a total of 64,891 students
have taken the art entrance exams of CUCN for the school year 2020/2021, the number of
which is higher than the previous school year. There has been a slight delay in resuming
filming and production activities of our scheduled TV series and the delivery of the final
production might be therefore delayed. Specifically, our sole-invested TV series Copper
Wedding (flﬁﬁé%, which was originally expected to be delivered and recognize revenue at the
end of 2020, has been delayed to 2021 due to the coronavirus-related circumstances. In
addition, our co-invested TV series Zhaoge (¥#() (in which we have a 30% interest), which
was delivered in 2020, is expected to contribute less revenue than our sole invested TV series
The Heaven Sword and Dragon Saber (7%35%%3@) delivered in 2019. We commenced
principal photography of a new TV series Quiet (%##) in late April 2020. Considering all of
the above, as of the Latest Practicable Date, we expect we will record a decline in revenue and
net profit in 2020.

We keep a relatively small team of core creative production staff in our TV/film production
business and engage top talents in the industry, including actors, directors and script writers,
only when the production plan of a particular TV series is confirmed. Therefore, we only incur
a relatively small amount of fixed cost, compared to our cash balance, in the TV/film
production business. We therefore see no financial viability issue even if the pandemic is
prolonged. With respect to our higher education business, we have not and do not plan to cease
offering our education programs, and our students have been attending classes online even
during the lockdown accompanying the COVID-19 pandemic. Therefore our revenue from our
higher education business has not been significantly affected. As such, as of the Latest
Practicable Date, we did not expect the COVID-19 coronavirus outbreak to have a significant
impact on our future prospects.

Assuming that (i) there will be no other sources of funding except for cash on hand, financial
assets and the receipt of net proceeds from the Global Offering in relation to working capital
and general corporate purposes, based on the low end of the Offer Price range and assuming
the Over-allotment Option is not exercised; (ii) there will be no cash generated from our
TV/film production business and higher education business; and (iii) we will keep our current
employees and incur fixed cost such as administrative expenses and selling expenses, and
continue to invest in the TV series that are already under production as if we were in a cash-rich
situation, we expect to be able to maintain viability for at least 26 months following the
Listing.

On February 21, 2020, the China Netcasting Services Association released the Guideline for
Online Variety Shows (445452440 H NAFIZEEAMA), setting forth standards for online
variety shows, mainly on content and casting. The new standards are consistent with our
historical and current practice, so we do not see extra burden or adverse effect arising from this
new regulation. See “Regulations — Regulations on TV series and variety shows production in
the PRC — Regulations on online variety shows in the PRC” for more details.

In early April 2020, our web film Don’t Call Me Jiushen (/II{F#) obtained the
record-filing number from the NRTA and has been broadcasted online since June 2020. In
addition, in respect of our higher education business, in late April 2020, in cooperation with
Emperor Entertainment Group, we offered a joint training program on performing arts called
Golden Artist Plan which charges from RMB45,000 to RMB98,000 per student.

MATERIAL ADVERSE CHANGE

Our Directors confirm that, up to the date of this document, there has been no material adverse
change in our financial and trading positions or prospects since December 31, 2019 (being the
date on which the latest audited consolidated financial information of our Group was
prepared), and there has been no event since December 31, 2019 which would materially affect
the information shown in our consolidated financial statements included in the Accountant’s
Report in Appendix I.
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“Glossary of technical terms”.

In this document, unless the context otherwise requires, the following terms shall have the
following meanings. Certain technical terms are explained in the section headed

“Accountant’s Report”

“affiliate(s)”

“Application Form(s)”

“Articles” or “Articles of
Association”

“associate(s)”
“Board”

“business day”

“BVI”
“CAGR”

“Cathay Media BVI”

“Cathay Media HK”

“Cayman Companies Law”

the audited consolidated financial statements of our
Company for the Track Record Period, as included in the
Accountant’s Report in Appendix I

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

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

the articles of association of our Company conditionally
adopted on June 22, 2020 with effect from the Listing
Date, as amended from time to time

has the meaning ascribed thereto under the Listing Rules
the board of Directors

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

the British Virgin Islands
compound annual growth rate

Cathay Media Group (BVI) Inc., a company incorporated
in the BVI on January 12, 2017 and a wholly-owned
subsidiary of our Company

Cathay Media Group (Hong Kong) Limited (5 15 (g
AL B (B #5) A PR/ F]), a company incorporated in Hong
Kong on January 27, 2017 and a wholly-owned
subsidiary of our Company

the Companies Law (2020 Revision) of the Cayman
Islands, as amended, supplemented or otherwise modified
from time to time
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“CCASS”

“CCASS Clearing Participant”

“CCASS Custodian Participant”

“CCASS Investor Participant”

“CCASS Participant”

“China” or “PRC”

“Companies Ordinance”

“Companies (Winding Up and
Miscellaneous Provisions)
Ordinance”

“Company”

“connected person(s)”

“Consolidated Affiliated
Entity(ies)”

“Contractual Arrangement(s)”

the Central Clearing and Settlement System established
and operated by HKSCC

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

a person admitted to participate in CCASS as a custodian
participant

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

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

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

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

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

Cathay Media and Education Group Inc. (¥EE LA FH
£EH]) (formerly known as Cathay Media Group Inc. (¥
HAR B 4L ), an exempted company incorporated in
the Cayman Islands with limited liability on January 4,
2017

has the meaning ascribed thereto under the Listing Rules

Dongyang Huaxia, Nanjing Lanchou and their
subsidiaries and affiliated entities, the financial accounts
of which have been consolidated and accounted for as if
they were subsidiaries of our Company by virtue of the
Contractual Arrangements

the series of contractual arrangements entered into
between, among others, the WFOEs, the Consolidated
Affiliated Entities and the Registered Shareholders, as
detailed in the section headed “Contractual
Arrangements”
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“Controlling Shareholder(s)”

“CUCN?” or “University”

“Director(s)”

“Dongyang Huaxia”

“Extreme Conditions”

“Frost & Sullivan”
“GAAP”

“Global Offering”

“GREEN Application Form(s)”

G

“Group”, “we” or “us”

“HK eIPO White Form”

“HK eIPO White Form Service
Provider”

“HKSCC”

has the meaning ascribed thereto under the Listing Rules
and except where the context requires otherwise, refers to
Mr. Pu and Cathay Media Holding Inc.

M EELGE  (Pinyin: Nanjing Chuanmei Xueyuan),
formally known as Communication University of China,
Nanjing (" EIEEREREEERE), which received the
certificate of registration for a privately-run non-
enterprise unit on January 31, 2005

the director(s) of our Company

Dongyang Huaxia Audio-Visual Film Culture Co., Ltd.
CR I 3 B S A IR A A)), a company
established in the PRC on June 18, 2019 and a
Consolidated Affiliated Entity of our Company

extreme conditions caused by a super typhoon as
announced by the Government of Hong Kong

Frost & Sullivan (Beijing) Inc., Shanghai Branch Co.
generally accepted accounting principles

the Hong Kong Public Offering and the International
Offering

the application form(s) to be completed by the HK eIPO
White Form Service Provider designated by our
Company

the Company, its subsidiaries, and the Consolidated
Affiliated Entities from time to time, and 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

the application for Hong Kong Public Offer Shares to be
issued in the applicant’s own name, submitted online
through the TPO App or the designated website at
www.hkeipo.hk

the HK eIPO White Form service provider designated
by our Company as specified in the IPO App or on the
designated website at www.hkeipo.hk

Hong Kong Securities Clearing Company Limited
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DEFINITIONS

“HKSCC Nominees”

“Hong Kong” or “HK”

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

“Hong Kong Public Offer
Shares”

“Hong Kong Public Offering”

“Hong Kong Share Registrar”

E)

“Hong Kong Takeovers Code
or “Takeovers Code”

“Hong Kong Underwriters”

“Hong Kong Underwriting
Agreement”

“Huaxia Audio-Visual”

HKSCC Nominees Limited

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

Hong Kong dollars, the lawful currency of Hong Kong

the 40,000,000 Shares being initially offered for
subscription in the Hong Kong Public Offering at the
Offer Price (subject to reallocation as described in the
section headed “Structure of the Global Offering”)

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

Tricor Investor Services Limited

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

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

the underwriting agreement, dated Monday, June 29,
2020, relating to the Hong Kong Public Offering, entered
into by, among others, the Joint Global Coordinators, the
Hong Kong Underwriters, our Controlling Shareholders
and our Company, as further described in the section
headed “Underwriting”

Huaxia Audio-Visual Global Media (Beijing) Holdings
Co., Ltd. CEESUERMMEEALROBMARAF]), a
company established in the PRC on December 27, 2005
and a Consolidated Affiliated Entity of our Company
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DEFINITIONS

“Huaxia Online”

“Independent Third Party(ies)”

“International Offer Shares”

“International Offering”

i

“International Underwriters’

“International Underwriting
Agreement”

“IPO App”

“Joint Bookrunners”

Beijing Huaxia  Audio-Visual  Online  Cultural
Development Co., Ltd. (6 #E E HHEAE 48 AL 3 R A TR
/v H]), a company established in the PRC on December
11, 2001 and a Consolidated Affiliated Entity of our
Company

any entity or person who is not a connected person of our
Company or an associate of any such person within the
meanings ascribed thereto under the Listing Rules

the 360,000,000 Shares being initially offered for
subscription in the International Offering at the Offer
Price together, where relevant, with any additional Shares
that may be issued pursuant to any exercise of the
Over-allotment Option (subject to reallocation as
described in the section headed “Structure of the Global
Offering”)

the conditional placing of the International Offer Shares
at the Offer Price outside the United States in offshore
transactions in accordance with Regulation S and in the
United States to QIBs only in reliance on Rule 144A or
any other available exemption from the registration
requirements under the U.S. Securities Act, as further
described in the section headed “Structure of the Global
Offering”

the underwriters of the International Offering

the international underwriting agreement, expected to be
entered into on or about Wednesday, July §, 2020,
relating to the International Offering as further described
in the section headed “Underwriting”

the mobile application for HK eIPO White Form service
which can be downloaded by searching “IPO App” in
App Store or Google Play or downloaded at
www.hkeipo.hk/IPOApp or
www.tricorglobal.com/IPOApp

Macquarie Capital Limited, China Merchants Securities
(HK) Co., Limited, China International Capital
Corporation Hong Kong Securities Limited, CMB
International Capital Limited, ICBC International Capital
Limited, Huatai Financial Holdings (Hong Kong)
Limited, Haitong International Securities Company
Limited and Guotai Junan Securities (Hong Kong)
Limited
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DEFINITIONS

“Joint Global Coordinators”

“Joint Lead Managers”

“Joint Sponsors”

“Latest Practicable Date”

“LaWS”

“Listing”

“Listing Committee”

“Listing Date”

“Listing Rules”

“Main Board”

“Memorandum” or
“Memorandum of Association”

“MOE”

Macquarie Capital Limited and China Merchants
Securities (HK) Co., Limited

Macquarie Capital Limited, China Merchants Securities
(HK) Co., Limited, China International Capital
Corporation Hong Kong Securities Limited, CMB
International Capital Limited, ICBC International
Securities Limited, Huatai Financial Holdings (Hong
Kong) Limited, Haitong International Securities
Company Limited and Guotai Junan Securities (Hong
Kong) Limited

Macquarie Capital Limited and China Merchants
Securities (HK) Co., Limited

June 21, 2020, being the latest practicable date for
ascertaining certain information in this document before
its publication

all laws, statutes, legislation, ordinances, rules,
regulations, guidelines, opinions, notices, circulars,
orders, judgments, decrees, or rulings of any government
authority (including, without Ilimitation, the Stock
Exchange and the SFC) of all relevant jurisdictions

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

the date, expected to be on or about Wednesday, July 15,
2020, on which the Shares are to be listed and on which
dealings in the Shares are to be first permitted to take
place on the Stock Exchange

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

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

the memorandum of association of our Company
conditionally adopted on June 22, 2020 with effect from
Listing, as amended from time to time

the Ministry of Education of the PRC (73 A &1 [ %

HHb)
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DEFINITIONS

“MOF”

“MOFCOM”

“MOJ”

“Mr. Pu”

“Nanjing Lanchou”

“Nanjing Meiya”

“NDRC”

“NRTA”

“Offer Price”

“Offer Share(s)”

“Onshore Holdcos”

the Ministry of Finance of the PRC (713 A [ A7 [ B L
i)

the Ministry of Commerce of the PRC (3 A\ R LA
P55 E1)

the Ministry of Justice of the PRC (HF#E A [ I:AN B 7] %
)

Mr. Pu Shulin G####5), our founder, executive Director,
Chief Executive Officer, Chairman and our Controlling
Shareholder

Nanjing Lanchou Corporate Management Co., Ltd. (F§ %
BB AT, a company established in the
PRC on October 26, 2017 and a Consolidated Affiliated
Entity of our Company

Nanjing Meiya Education Investment Co., Ltd. (F§ & 5550
BEREAGR/AT]), a company established in the PRC
on January 30, 2003 and a Consolidated Affiliated Entity
of our Company

the National Development and Reform Commission of

the PRC ("3 A R L F0 B B0 52 35 J Fl ol 5 % B 6

the National Radio and Television Administration (E{%
JE A AL AR =) )

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

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

Dongyang Huaxia and Nanjing Lanchou
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DEFINITIONS

“Over-allotment Option”

“Post-IPO Share Award Scheme”

“Post-IPO Share Option Scheme”

“PRC Legal Adviser”

“Price Determination Agreement”

“Price Determination Date”

“QIB”

“Registered Shareholders”

“Regulation S”

“Reorganization”

the option expected to be granted by our Company to the
International Underwriters, exercisable by the Joint
Global Coordinators on behalf of the International
Underwriters for up to 30 days from the day following the
last day for the lodging of applications under the Hong
Kong Public Offering, to require our Company to allot
and issue up to 60,000,000 additional Shares
(representing in aggregate 15% of the initial Offer
Shares) to cover over-allocations in the International
Offering, if any, as described in the section headed
“Structure of the Global Offering — Over-allotment
Option”

the post-IPO share award scheme conditionally approved
and adopted by our Company on June 22, 2020, the
principal terms of which are set out in the section headed
“Statutory and general information — Share schemes” in
Appendix V

the post-IPO share option scheme conditionally approved
and adopted by our Company on June 22, 2020, the
principal terms of which are set out in the section headed
“Statutory and general information — Share schemes” in
Appendix V

Commerce & Finance Law Offices

the agreement to be entered into between our Company
and the Joint Global Coordinators, acting on behalf of the
Underwriters, on the Price Determination Date to record
and fix the Offer Price

the date, expected to be Wednesday, July 8, 2020 and in
any event no later than 6:00 p.m. on Monday, July 13,
2020, on which the Offer Price is fixed for the purposes
of the Global Offering

a qualified institutional buyer within the meaning of Rule
144A

the registered shareholders of the Onshore Holdcos,
namely Mr. Pu and Mr. Liu Chang (%#[#3)

Regulation S under the U.S. Securities Act

the corporate restructuring of the Group in preparation
for the Listing, as described in the section headed
“History, reorganization and corporate structure — The
Reorganization”
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DEFINITIONS

“RMB” or “Renminbi”
“Rule 144A”

“SAFE”

“SAIC”

“SARFT”

“SAT”
“SFC”

“SFO” or “Securities and Futures
Ordinance”

“Share(s)”

“Shareholder(s)”
“Stabilization Manager”

“Stock Borrowing Agreement”

“Stock Exchange”

“subsidiary” or “subsidiaries”

“substantial shareholder(s)”

“Track Record Period”

Renminbi yuan, the lawful currency of China
Rule 144A under the U.S. Securities Act

the State Administration for Foreign Exchange of the

PRC (HH e A R LAN I B 2 A1 A 2 JRy )

the State Administration of Industry and Commerce of
the PRC (P3N RN B TRi4TBUE FAR ),
which has now been merged into the State Administration
for Market Regulation of the PRC (7 #E A A0 B [5 5¢
7353 s T 2 )

the State Administration of Press, Publication, Radio,
Film and Television (%<8 M R BAR), formerly
known as the State Administration of Radio, Film, and
Television (B JE#% % BEH4)7) and the predecessor
of the NRTA

the State Administration of Taxation (B ZEFiE L)

the Securities and Futures Commission of Hong Kong

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

ordinary share(s) in the share capital of our Company
with a par value of US$0.00001 each

holder(s) of the Share(s)
Macquarie Capital Limited

the stock borrowing agreement expected to be entered
into between Cathay Media Holding Inc. and the
Stabilization Manager on or around the Price
Determination Date

The Stock Exchange of Hong Kong Limited

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

has the meaning ascribed thereto in the Listing Rules

the years ended December 31, 2017, 2018 and 2019
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DEFINITIONS

“Underwriters”

“Underwriting Agreements”

“United States” or “U.S.”

“U.S. dollars” or “US$”

“U.S. SEC”

“U.S. Securities Act”

“WFOE-Education”

“WFOE-Production”

“WFOEs”

“WHITE Application Form(s)”

“YELLOW Application Form(s)”

“%”

the Hong Kong Underwriters and the International
Underwriters

the Hong Kong Underwriting Agreement and the
International Underwriting Agreement

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

United States dollars, the lawful currency of the United
States

the U.S. Securities and Exchange Commission

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

Bicheng Art Consulting (Nanjing) Co., Ltd (ZE 3 ZEfly 3
(R ) A BR/A D), a company established in the PRC on
July 29, 2019 and a wholly-owned subsidiary of our
Company

Dongyang Huaxia Audio-Visual Culture Consulting Co.,
Ltd. CRIG#EEHIEALFHARAR), a  company
established in the PRC on August 15, 2019 and a
wholly-owned subsidiary of our Company

WFOE-Education and WFOE-Production collectively

the application form(s) for use by the public who
require(s) such Hong Kong Public Offer Shares to be
issued in the applicants’ own names

the form of application for the Hong Kong Public Offer
Shares for use by the public who require such Hong Kong
Public Offer Shares to be deposited directly into CCASS

per cent
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GLOSSARY OF TECHNICAL TERMS

our Company.

This glossary contains definitions of certain technical terms used in this document in
connection with our Company and our business. These terms and their definitions may
not correspond to any industry standard definitions, and may not be directly comparable
to similarly titled terms adopted by other companies operating in the same industries as

“art entrance exam”

“first-round broadcasting”

“higher education”

“initial employment rate”

“licensing fee”

“media and arts education”

test of art skills for students who intend to major in
certain media and arts subjects in Chinese universities, in
addition to the National Higher Education Entrance Exam
of China. It is referred to as “yikao (£8%)” in Chinese.

a TV series is allowed to be initially aired on no more
than two satellite TV channels pursuant to the One TV
Series Two Channels (“—#I/i &) rule required by the
SARFT, and the initial airing by the first one or two
channels is generally referred to as “first-round
broadcasting” in China. After the exclusivity period of
the first-round broadcasting right expires, which is
generally one month, TV series can be further licensed to
be broadcasted on additional TV channels.

a sub-sector of formal education that is also known as
post-secondary education. It refers to an optional final
stage of formal learning that occurs after completion of
secondary education and is often delivered at
universities, academies, colleges, or similar level
educational institutes.

the total number of university graduates obtaining
employment in business entities and government
institutions, pursuing their studies or becoming self-
employed, divided by the total number of university
graduates as of August 31 during the year in which they
graduated.

the fee that TV program production firms charge TV
stations and online video platforms for the right to
broadcast TV series and variety shows on TV channels,
websites and mobile apps.

education on the majors of aesthetics, music and dance,
drama and film, visual arts and design, according to the
Major List of Undergraduate Education at Regular
Higher Educational Institutions (2012 revision)
announced by the MOE.
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GLOSSARY OF TECHNICAL TERMS

“media and arts universities”

“Media IP”

“TV series”

“TV program”

“TV Series Production Permit”

“school year”

“viewer rating” or “viewership
measurement”

higher educational institutions with a focus on media and
arts education, often identified as media and
communication university (K E) or arts college (28
T2 B%) in school names.

the right to adapt literature works to TV series and films,
and develop merchandise based on the story or characters
in literature works.

a popular TV content type in China which is
characterized by a single storyline developed over certain
number of episodes. TV series episodes are typically
broadcast on consecutive days until completion of the
series.

includes TV series and variety TV shows.

a permit granted by SARFT or its provincial branch and
required to produce any TV series.

despite the fact that our financial year ends on December
31, the school year for our University starts in September,
and ends in late June of the next year. For consistency
purposes, we use information as of October 31 or at the
end of school years to present business operating data for
school years in this document.

a measure of audience size of a given TV program and is
expressed as a percentage of the potential TV audience
viewing at any given time. Unless otherwise specified in
this document, viewer ratings or viewership of any TV
program broadcast via cable networks in China are based
on data reported by CVSC Sofres Media Co Ltd. (J44-
RIEEEN A RAF) and  viewer ratings or
viewership of any TV program in Hong Kong and Taiwan
are based on data reported by ACNielsen. For TV series
broadcast only via internet, viewership measurement is
expressed as view counts of respective online platforms.
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FORWARD-LOOKING STATEMENTS

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

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

. our operations and business prospects;

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

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

. competition for, among other things, capital, technology and skilled personnel;

. our ability to control costs;

. our dividend policy;

. changes to regulatory and operating conditions in the industries and markets we operate
in; and

. all other risks and uncertainties described in the section headed “Risk factors”.

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

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

An investment in our Shares involves significant risks. You should carefully consider all
of the information in this document, including the risk and uncertainties described below,
before making any investment decision in relation to the Offer Shares. The following is
a description of what we consider our material risks. Our business, financial condition
or results of operations could be materially and adversely affected by any of these risks.
The market price of the Offer Shares could fall significantly due to any of these risks, and
you may lose all or part of your investment. These factors are contingencies that may or
may not occur, and we are not in a position to express a view on the likelihood of any such
contingency occurring. Unless otherwise stated, the information given is as of the Latest
Practicable Date, will not be updated after the date hereof, and is subject to the contrary
statements in the section headed “Forward-looking statements”.

We believe that there are certain risks involved in our operations, many of which are beyond
our control. We have categorized these risks and uncertainties into: (i) risks relating to our
business and industries; (ii) risks relating to our Contractual Arrangements; (iii) risks relating
to doing business in China; and (iv) risks relating to the Global Offering. Additional risks and
uncertainties that are presently not known to us or not expressed or implied below or that we
currently deem immaterial could also harm our business, financial condition and operating
results. You should consider our business and prospects in light of the challenges we face,
including the ones discussed in this section.

RISKS RELATING TO OUR BUSINESS AND INDUSTRIES

Our TV/film production business is primarily dependent upon, among other factors,
audience acceptance, which is extremely difficult to predict and therefore inherently
risky.

The success of our TV series, films and variety TV shows primarily depends on our ability to
capture viewer preferences, which may vary in different regions and could change rapidly. In
general, the popularity of our TV programs and films among viewers is mainly determined by
our ability to originate and source engaging content, create high-quality scripts and characters
that appeal to a broad range of viewers and cast popular talents and directors. In addition to
audience acceptance, the availability of alternative forms of entertainment and leisure
activities, macro-economic conditions and other factors affect viewer ratings and the success
of content produced by us.

If we are unable to properly predict viewers’ reaction to our TV series, films and variety TV
shows, the success and popularity of our products will be at risk. If our TV series and variety
TV shows fail to perform as expected, our cooperative relationships with TV stations and
online video platforms may deteriorate and our business prospects and reputation could be
materially and adversely affected. It could also result in costs not being recouped or anticipated
profits not being realized.

The TV/film industry is regulated extensively in China.

The production and distribution of TV programs and films are extensively regulated in China.
Regulations extend to almost every aspect of the whole process, from selection of actors,
content censorship to release or distribution, and many of them are promulgated without
advance public consultation. All these aspects are subject to governmental approval. For
example, each TV series has to obtain a TV Series Distribution Permit (&7 BI%1 771 75)
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RISK FACTORS

before its release. Given that the production of a TV series or film is normally a lengthy
process, in the event that any production is deemed improper for distribution under unexpected
new regulations or industry polices, we may have to incur additional cost to further edit or even
remake part of our programs or films. Historically, we have been required by regulators to
remove contents involving certain actors or directors, and our production process was therefore
delayed. In addition, the release of our production may also be delayed if our customers are
asked by government authorities to promote a different genre of content. For example, in 2019,
the broadcasting of our TV series The Gods (#1#f)) was suspended because Hunan TV adjusted
its programming pursuant to the national publicity needs.

We are subject to significant uncertainties brought by recent regulation in the private
higher education industry.

The private education industry has experienced significant changes in the regulatory landscape,
since the announcement of the Decision of the Standing Committee of the National People’s
Congress on Amending the Law for Promoting Private Education of the PRC (2 A\ R %
KRedbZEgRnN e (P N R RFAF D) BIRE) (the “Amendment”) in
November 2016. Subsequently, the Implementing Measures on Classification Registration of
Private Schools (RIS FCEMEANA]) was jointly promulgated by five PRC
government authorities, including the MOE, in December 2016. The Draft Revision of the
Regulations on the Implementation of the Law for Promoting Private Education of the PRC (*
7N R RIS E OEE TR (BRTHE) (BoKEAA)) (the “MOE Draft for
Comments”) was announced by the MOE to seek public comments in April 2018, and the Draft
Revision of the Regulations on the Implementation of the Law for Promoting Private Education
of the PRC (*F# A RICAN B R FECH (R HE L F MR 1] (IB7T 5 5%) (&% HA)) (the “MOJ Draft

for Comments”) was announced by the MOJ to seek public comments in August 2018.

On alocal legislation level, in February 2018, the government of Jiangsu Province promulgated
the Implementation Opinion on Encouraging Social Groups to Engage in Education and
Promoting the Healthy Development of Private Education (VL#k & B B i s B+t & ) & B
BB O R IEACE 8 B A E i ) (the “Jiangsu Opinion™), and in May 2018, five local
government authorities, including the Education Department of Jiangsu Province, promulgated
the Implementation Rules for Classification and Registration of Private Schools in Jiangsu
Province (VL#f#H RIFEW M EEFCE AN (the “Jiangsu Implementation Rules”). See
“Regulations — Regulations on private education in the PRC” for details of these recent
regulations.

Under the existing regulatory environment and based on the interpretation of the Amendment
and the existing ownership structure of our University, it is our intention to register our
University as a for-profit private school. We may lose the preferential tax treatment of income
tax exemption after we become a for-profit private school. In addition to the potential change
on taxation, significant uncertainties may remain as to the registration procedure and impact
on our operation under the new regulation scheme.

The Jiangsu Implementation Rules allow private schools established before November 7, 2016
like our University to choose and complete the registration as for-profit or non-profit schools
by 2020, which may possibly be extended until 2022. However, both the Jiangsu Opinion and
the Jiangsu Implementation Rules set out no detailed procedures for the election and the
registration. We are therefore not able to predict or estimate the potential costs and expenses
to adjust our structure according to the Amendment, the Jiangsu Opinion and the Jiangsu
Implementation Rules. In addition, when more detailed policies and rules on election to
register our University as a non-profit or for-profit private school become available, our
financial condition and results of operations can be materially and adversely affected should
registration of our University as a for-profit school incur significant administration and
financial costs.
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In addition, to elect registering our University as a for-profit school, we will be required to (i)
undertake financial liquidation; (ii) clarify ownership of the University’s land, buildings and
accumulations with the consent of the relevant departments of the relevant governmental
authorities; (iii) pay relevant taxes and fees; and (iv) re-register with the relevant authorities
to continue the school operations. In the absence of any detailed implementation rules or
further guidelines, we are not be able to predict or estimate the potential costs and expenses
involved, which may materially and adversely affect our business, financial condition and
results of operations.

The MOJ Draft for Comments may also have an impact on our University’s operation if passed
in the current form: (i) we will have to increase the registered capital of our University to not
less than RMB200 million (as of the Latest Practicable Date, our University had a registered
capital of RMB150 million, we plan to fulfill the shortfall through bank borrowings or sponsor
capital injections); and (ii) if our school management model is considered as a centralized
school management model or if our Contractual Arrangements are considered as “contractual
arrangements” under Clause 12 of the MOJ Draft for Comments, we may need to register our
University as a for-profit private school. Such stipulation may also have a negative impact on
our expansion strategy, as we may no longer be able to acquire non-profit private schools or
control them through ways such as franchising or “contractual arrangements”, our acquisition
scope may also be limited. Further, our Contractual Arrangements may be regarded as
connected transactions of our private school. We may incur substantial compliance costs for
establishing disclosure mechanisms and undergoing review and audit by the relevant
government authorities. Such processes may not be in our control and may be highly
complicated and burdensome. Government authorities may, during their review and audit
process, compel us to make modifications to our Contractual Arrangements, which may in turn
adversely affect the operation of our Contractual Arrangements. The government authorities
may also find that one or more agreements underlying our Contractual Arrangements do not
comply with applicable PRC laws and regulations and may subject us to administrative
penalties, resulting in a material adverse impact on our operations and financial condition.

In addition, there is uncertainty as to whether the MOJ Draft for Comments will be adopted in
the current form and how it will be interpreted and implemented. We are unable to predict with
certainty the impact, if any, that future legislation or regulations relating to the implementation
of the laws promoting private education in the PRC will have on our business, financial
condition and results of operations. If our Group’s existing corporate structure or the
Contractual Arrangements are deemed to violate any Laws, we may be required to terminate
or amend the Contractual Arrangements, our license to operate private schools may be revoked,
canceled or not renewed and we may be exposed to other penalties. We may also be restricted
from further expanding our University. If such situations occur, our business, financial
condition and results of operations would be materially and adversely affected.

Our TV/film production business depends on the success of a limited number of releases
each year. The commercial failure or delay in production of any one of them could have
a material adverse effect on us and this pattern subjects our revenues from TV/film
production business to significant fluctuation.

We expect to release a limited number of TV series/films per year for the foreseeable future.

The commercial failure or delay in production of just one of these can have a significant
adverse impact on our results of operations in both the year of release and in the future.

— 28 —



RISK FACTORS

For example, during the Track Record Period, 98.9% of the total revenue of our TV/film
production business was derived from four TV series, namely The Return of the Condor Heroes
(HHEBENE), The Gods (¥f##), Untouchable Lovers (BUAJE), and The Heaven Sword and
Dragon Saber (fiF K JEHERD). We started production of The Gods (¥##) in 2016, while the
production was prolonged into 2018 due to the ban of a certain leading actor and the resulting
removal of relevant content.

We operate our TV/film production business in a highly competitive industry.

The TV/film production industry is fragmented and highly competitive. We face fierce
competition from other TV/film producers. Due to the large production volume of TV/film in
China and the limited available broadcasting channels and screens, we compete with other
TV/film production companies for the broadcasting of our TV series and screening of films. In
particular, if the release schedules of our TV series or films overlap with the release of similar
TV series or films by our competitors, the release of our TV series or films may be delayed as
it generally takes more time to negotiate with and convince our customers to broadcast our TV
series or films instead of the one from our competitors. If the TV stations and online video
platforms we are trying to sell our TV series and films to in the end choose to purchase TV
series or films released by our competitors, our sales volume may be adversely affected.
Moreover, the TV/film production industry itself is evolving fast. Increasingly more TV
stations and online video platforms have started self-producing TV series and films to ensure
their exclusive broadcasting rights, and some web series are produced exclusively for online
broadcasting. These new changes in the rapidly changing TV series and film production
industry intensify the already fierce competition. Therefore, we cannot assure you that we will
be able to maintain or increase our market share in the future.

We also face competition from imported TV series and films. If the current restrictions limiting
the number and broadcasting period of foreign TV series and films are eased or eliminated, the
competition may become more intense.

The competition does not stop with the fight for audience preference. It starts as early as when
TV/film production firms develop story ideas. Historically, a large portion of our TV series
were adapted from popular novels, including The Legend of the Condor Heroes (41 HESEHET),
The Return of the Condor Heroes (#5#15) and Four Generations Under One Roof (V4 1H[A]
47), and we still consider it an important supply of our story ideas and script library. However,
adaptation of novels or plays with broad reader base is being increasingly recognized by other
TV/film producers as an efficient manner to develop successful TV series or films. Since the
price of adaptation rights of popular novels and plays has been soaring in recent years, there
is no assurance that we will be able to secure adaptation rights of high quality stories at a
reasonable price as we used to.

We are exposed to the risk of a high concentration of service providers in our TV/film
production business.

We had only produced a limited number of TV series/films in each year during the Track
Record Period, and our engagement of leading actors, directors and chief producers normally
take up the vast majority of our production cost for each TV series, which we understand is
industry standard for the production of quality contents. As a result, the purchase amount from
our five largest service providers in our TV/film production business amounted to RMB230.9
million, RMB196.0 million, and RMB35.1 million for the years ended December 31, 2017,
2018 and 2019, respectively, representing 91.3%, 89.8% and 70.5% of our total purchases in
our TV/film production business for the same years.
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We only tend to engage scriptwriters, chief producers, directors and actors of the highest
quality in the industry. We cannot therefore assure you that these talents can always be
available or at a price considered reasonable to us. If we fail to secure desirable scriptwriters,
chief producers, directors or actors for our productions, the quality of our production might be
adversely impacted which will impact our customers’ willingness to cooperate with us in the
future or rejection to take delivery of our production in the worst scenario, which would
materially and adversely affect our business, results of operations and financial condition.

We face uncertainties during the TV/film production process.

The TV/film production process is subject to many uncertainties, some of which are beyond our
control. For example, at the pre-production stage, with uncertainties of market appetite change
and changes in applicable regulations, we might not be able to successfully develop and
monetize our acquired IPs before the end of the contract period, which might result in the
write-off of intangible assets. At the principal filming stage, we might not always be able to
finish the production as scheduled and within budget, as a consequence of insufficient cash
flow, actors’ unsatisfactory performance or changes of site situation. Particularly, if actors are
unable to adhere to the planned production schedules and promotion plans, our production cost
may increase and production schedules may be delayed which will adversely affect our results
of operations. In addition, we might co-invest with other companies on film production, where
we might lack control over the quality of production and may not achieve the expected return.
There is no assurance that the production process will be as smooth as we expected, and any
uncertainties could bring about an adverse effect on our business and results of operations.

Our customers’ payment schedule of licensing fee links to the broadcasting schedule of
our TV series, which subjects our collection of licensing fee to uncertainties beyond our
control.

Customers in our TV series production business purchase TV series from us for broadcasting
on their channels, and we will only receive part of the total licensing fee after our TV series
are actually broadcast. Given that the release schedule is determined by our customers, our
collection of licensing fee is subject to associated uncertainties, and our results of operations
will be adversely affected if our customers determine to delay the release of our TV series.

We are subject to the credit risks of our customers, and may not receive full and/or timely
repayment of our receivables.

The cash flow and profitability of our TV/film production business are subject to the timely
settlement of payments of the licensing fee by our customers. In line with the industry practice,
it generally takes approximately 12 months to collect licensing fee from TV stations and online
video platforms after, and our business is subject to risks that our customers may default on
their payment obligations. As of December 31, 2017, 2018 and 2019, our trade receivables in
respect of our TV/film production business amounted to RMB152.4 million, RMB81.5 million
and RMB68.7 million, respectively. In particular, as of December 31, 2019, we had uncollected
trade receivable related to The Gods (¥1##) of RMB64.0 million. See “Financial information
— Discussion of certain key balance sheet items — Trade receivables” for details.
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We cannot assure you that we will be able to collect all of our trade receivables on time, after
reaching the agreed program milestone(s). If our customers delay or default on their payments,
we may have to make additional provision for impairment or write off the relevant receivables,
which in turn may adversely affect our financial condition, results of operations and growth
prospects.

The increasing prevalence of short-form videos and the potential changes in consumer
preferences may materially affect our business operations and prospects.

The online video market has developed considerably in recent years where short-form videos
have enjoyed a boom in popularity. The evolution of video technology has seen an increase in
users’ ability to create and share short-form videos with online video and social media
platforms. Designed to be viewed with mobile phones, short-form videos are usually minutes
or seconds requiring less time commitment in creating and viewing, making them easily shared
between users. They also require lower bandwidth and data usage than TV series and other
online video formats. As a result, short-form videos have rapidly accumulated large
communities of active and engaged users, which may affect the consumer appeal of long form
video content. A shift in consumer preferences toward short-form videos may lead to a decline
in viewership of TV series and films.

Therefore, there is no assurance that our long-form video content, including TV series and
films, will remain attractive for viewers. If our TV series and films licensed to TV stations or
online video platforms do not achieve satisfying viewership ratings, our business prospects and
financial performance may be materially and adversely affected.

The performance of the advertising market will affect the ability of our customers to pay
for our TV series and films.

A significant portion of revenue of our customers, which are mainly TV stations and online
video platforms, is generated from advertisements. Accordingly, the financial condition of our
customers is largely affected by the performance of the advertising market, which will
ultimately affect their ability to make timely payments to us for our TV series and films.

In addition, the development of short-form videos has created fundamental changes to the
advertising market as short-form videos give creators and advertisers the ability to quickly
reach viewers, especially younger audiences. The market share of TV stations and online
platforms for long-form videos may be therefore affected, which may lead to a decrease in their
advertising income and adversely affect their ability to pay for the TV series and films they
licensed from us, and our financial condition and business operations may be materially and
adversely affected.

The private higher education business is relatively new and may not gain wide acceptance
in China.

Our future success is highly dependent on the acceptance, development and expansion of the
market for private education services in China. The development of the private education
industry has been accompanied by significant press coverage and public debate concerning the
management and operations of private schools and institutions. We believe there exists
considerable uncertainty as to the acceptance of private higher education in the PRC.
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At the school operation level, we need to compete for quality students and teachers with
government-operated education institutions. These institutions in general have traditionally
enjoyed better acceptance and preferential government policies than private education
institutions in China. Recent education reforms have enabled private education institutions to
compete on a more leveled playing field with government-operated institutions. For further
details, see “Regulations — Regulations on private education in the PRC”. We cannot assure you
that further policy reforms will continue to be conducive to the development of private
education in the PRC. If the private education business model fails to gain attraction or wide
acceptance among the general public in China, especially among students and their parents, or
if the regulatory environment otherwise becomes less favorable in the future, we may be unable
to grow our business.

Our University recently terminated the cooperation agreement with CUC and renamed
itself as FIR{HIHEPT (Pinyin: Nanjing Chuanmei Xueyuan). We will face significant
uncertainties on student enrollment and employment in connection with the termination
of the cooperation with CUC.

CUC provided various support and services in operating our University since its inception.
Many of the teachers from CUC worked as adjunct professors in our University in the early
years of its development. Some employers also associate our University with CUC based on the
cooperation, and our graduates may have benefited from such association when applying for
jobs in the media industry.

Although the cooperation will phase out gradually under the termination agreement with CUC
signed on July 1, 2019, we may have to face significant uncertainties in student enrollment and
employment after the cooperation terminates completely. The new school name B it fH 52 [
might not receive the same recognition as CUCN used to enjoy. College applicants may form
a different or even inferior perception of the education quality at our University after the name
change and the termination of our cooperation with CUC, which might directly influence our
tuition fee income and adversely affect our results of operations.

See “History, reorganization and corporate structure — Corporate development of our Group —
Prior cooperation with CUC” for further details.

We might need to incur extra expenses operating our University without cooperation with
CUC. For example, we might have to incur additional marketing expenses to promote the new
school name, or might have to pay higher salaries to attract qualified teachers, which will all
negatively affect our operating profits.

Our higher education business depends on the level of tuition fees and boarding fees we
are able to charge and size of student body we are allowed to enroll.

The tuition fees and boarding fees we are able to charge at our school is one of the most
significant factors affecting our higher education business. According to the Notice of Price
Bureau of Jiangsu Province, Department of Education of Jiangsu Province, Department of
Finance of Jiangsu Province on Relevant Issues on Charging Standards for Private Higher
Schools (TLEFEYIHEE ~ TLRRE BT HE - TLRRE A EURE BRI RO = S B A 2 AR B S5 A TR )
AN issued in April 2013, private higher schools in Jiangsu Province may determine their
tuition fees within the prescribed scope according to the conditions for running the schools, the
cultivation cost and the student sources, and then make a filing with the Provincial Price
Bureau, Provincial Department of Education, and the Provincial Finance Department for
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record. According to the Guiding Opinions of Price Bureau of Jiangsu Province, Department
of Education of Jiangsu Province, Department of Human Resources and Social Security of
Jiangsu Province on Promoting the Fee Collection Reform of Private Schools (VL% & #I1f& )5

VLR A BE IR ~ TLRRE A B IR AL & DR B R B A A R e B R IR ) issued
on May 18, 2018, for-profit private schools in Jiangsu Province are entitled to determine tuition
and fees collection standard at their own discretion while the tuition and fees collection
standard of non-profit private higher schools shall be made by competent pricing authority at
provincial level. A private school established with approval prior to September 1, 2017 is
regarded as a non-profit private school before it completes the classification registration in
terms of the fee collection supervision. We did not raise tuition fees or boarding fees during
the Track Record Period, and there can be no assurance that we will be able to maintain or raise
the tuition fee or boarding fee levels we charge at our University in the future due to various
reasons, including the failure to obtain necessary approvals or other factors beyond our control.
Additionally, if we were able to maintain or raise tuition fees or boarding fees, we cannot
predict how it will impact student applications and enrollment at our University.

Furthermore, some of the students who have enrolled at our University may experience
financial difficulties in paying full tuition fees and boarding fees when they become due. While
we have provided scholarships and grants to certain qualified students in the past, we cannot
guarantee we will be able to fully cover their tuition fees and boarding fees in the future.
Consequently, in the event such students are unable to make full payment in a timely manner,
we may be forced to recognize impairment losses on trade receivables, which could have a
material and adverse impact on our results of operations and financial condition.

The employment rate and the average starting salaries of the graduates of our University
may decrease and satisfaction with our University may decline.

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

However, we cannot guarantee that our University will continue to be able to design or modify
its curriculum to meet the expectations of the students enrolled, prospective employers or
trends in the job market. We might not be able to devote the same amount of resources in
training our students, enhancing their skills and helping them secure jobs as we did during the
Track Record Period, or our efforts may not be as effective as they used to be. Graduates of
our University therefore may not be able to obtain satisfactory jobs and the employment rates
and average starting salaries of our graduates may decrease. The initial employment rate of our
graduates was 92.7% for those graduating in the school year 2016/2017, compared to 78.4%
in all higher education institutes in China, according to Frost & Sullivan. We may not be able
to increase or maintain such employment rate. Any decrease of employment rate or average
starting salaries may result in the unwillingness to apply for admission to our University, and
therefore, could have a material and adverse impact on our financial condition.
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We face intense competition in the PRC education industry, which could lead to adverse
pricing pressure, reduced operating margins, loss of market share, departures of qualified
employees and increased capital expenditures.

The education sector in China is rapidly evolving, highly fragmented and competitive, and we
expect competition in this sector to persist and intensify. We compete with public schools and
other private schools that offer similar programs of their own or in partnership with other
curriculum providers. We compete with those schools in a range of aspects, including the
quality of program and curriculum offerings, tuition fee levels, employment and career
prospects, school location and premises, qualified teachers and other key personnel. Our
competitors may adopt similar or superior curriculums, school support and marketing
approaches, with different pricing and service packages that may have greater appeal than our
offerings. In addition, some of our competitors may have more resources than we do and may
be able to devote greater resources than we can to the development and promotion of their
schools and respond more quickly than we can to the changes in student demand, testing
materials, admissions standards, market needs or new technologies. As such, we may be
required to reduce tuition fees or increase capital expenditure in response to competition in
order to retain or attract students or pursue new market opportunities. If we are unable to
successfully compete for new students, maintain or increase our tuition level, attract and retain
competent teachers or other key personnel, enhance the quality of our educational services or
control operating costs, our business and results of operations may be materially and adversely
affected.

Our higher education business is heavily dependent on the market recognition of the
brand CUCN and any damage to the reputation of our University would materially and
adversely affect our business.

Higher education is a market where buyers (students) are normally not equipped with repeated
purchasing experience, and the reputation of a seller (school) plays an extremely important role
in buyers’ decision making. We believe our past success in higher education is largely
attributable to the market recognition of the CUCN brand, and our future prospects rely
immensely on our ability to maintain our reputation, which in turn depends on a number of
factors, some of which are beyond our control. As we continue to grow in size and expand our
program and curriculum offerings, it may become difficult to maintain the quality and
consistency of the services we offer, which may lead to diminishing confidence in our brand
name.

Numerous factors can potentially impact our reputation, including, but not limited to, levels of
student and parent satisfaction with our curriculums, teachers and teaching quality, the number
of our graduates being able to secure satisfactory employment, accidents on campus, teacher
or student scandals, negative press, disruptions to our educational services, failure to pass an
inspection by a government education authority and loss of certifications and approvals that
enable us to award diplomas in our University and if our reputation is damaged, students’ and
parents’ interest in our University may decrease and our business could be materially and
adversely affected.

We have experienced negative publicity on media channels including social media platforms
about the employment rate of the graduates of our University and the association of our senior
management to political figures in the past. We may be subject to additional negative publicity
in the future, which, even if untrue, may damage our brand image and reputation, deter
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prospective students and teachers and take up excessive time of our management and other
resources. As a result, our business, financial condition and results of operations may be
materially and adversely affected.

We have established and developed our student base primarily through a variety of brand
building methods. However, we cannot assure you that these marketing efforts will be
successful or sufficient in further promoting our brand or in helping us to maintain our
competitiveness. If we are unable to further enhance our reputation and increase market
awareness of the programs and services offered by our University, or if we are required to incur
excessive marketing and promotional expenses in order to remain competitive, our business,
financial condition and results of operations may be materially and adversely affected.

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

We plan to further increase the production volume of our TV series, increase our production
of films, grow the size of the student body and the campus of our University, establish
universities overseas, and expand to new businesses such as arts training. Our business plans
and strategies have been formulated based on a number of assumptions and ongoing successful
cooperation with our business partners. There is, however, no assurance that these business
plans and strategies will be successfully implemented in the future.

Our expansion strategies have also placed, and will continue to place, substantial demands on
our managerial, operational, financial and other resources. The following factors are critical to
our success:

. our ability to continuously source and create viewer-engaging content;

. our ability to develop and maintain relationships with TV stations and online platforms;

. our ability to retain and attract well-known and experienced scriptwriters, producers,
directors and actors/actresses;

. our ability to develop and implement curriculum that appeals to prospective students and
parents;

. our ability to prepare our students for the fast evolving demands of the job market;

. our ability to identify and ramp up new business in a timely manner;

. our ability to create synergies among all our businesses;

. our ability to obtain relevant governmental permits and approvals;

. our ability to develop and improve our existing administrative and operational systems;
. stringent cost controls and working capital management; and

. effective recruiting, training and retention of our management personnel.
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The execution of our growth strategies will incur substantial costs and require substantial
resources. We may not be able to manage our current or future operations effectively and
efficiently to compete successfully in our existing markets or the new markets that we enter.
We may also need to adjust our business plans and growth strategies from time to time, which
could involve uncertainties. If our business plans and growth strategies fail to perform as
expected, our business, financial condition and results of operations could be materially and
adversely affected.

We engage in both the higher education business and the TV series and film production
business because we believe the successful operation of both businesses can bring us synergy.
In addition, we are also expanding into a few new businesses. We only started acting as a
minority investor in films in 2012, and may consider leading the production of feature films
on our own in the future. We have also recently expanded into the production of web
series/films, which may not be successful, considering the increasingly intense competition,
our limited experience and uncertainties of the market appetite. There is no assurance that we
can excel in these new fields.

Additionally, we are planning to further expand our media and arts training programs. This,
however, is an area that is substantially different from our existing businesses in many ways,
such as student and teacher recruitment. Based on our limited experience in the media and arts
training business and unpredictable policy changes towards such training schools, there is no
assurance that we will be successful in launching, marketing and operating our new media and
arts training programs.

If we fail to renew or obtain the required permits, our business could be materially and
adversely affected.

Both our TV/film production and higher education businesses are subject to extensive
regulations, and numerous permits and filings are required for our operations.

All TV series production firms in China must obtain a Permit for Production and Operation of
Radio and TV Programs (JE#% BT H RAELEFFT#) as well as a TV series Production
Permit (FEARBEI R AEFF A7) to produce any TV series. In addition to the Permit for Production
and Operation of Radio and TV Programs, TV series production companies must obtain either
a Type A TV series Production Permit or a Type B TV series Production Permit for
photographing and producing a TV series. See “Business — Licenses and permits” for the
permits we hold, and “Regulations” for details on the regulations in the businesses we operate.
If we fail to renew our required permits upon their expiration, we may lose our qualification
to produce TV series and our business may be materially and adversely affected.

In addition, each TV series needs to obtain a TV Series Distribution Permit (&4 55517 7Fn]
%) before its release. If we fail to obtain such permit for any of our TV series on time, our
planned broadcast schedule and the market value of our TV series may be adversely affected.
If we fail to obtain such permit for our TV series, our TV series cannot be broadcast and we
will not be able to recover any of our production costs.

Furthermore, even for TV series that have been granted TV Series Distribution Permits (%ﬁ
B854 A #%), the NRTA has the discretion to further influence the broadcast and
distribution of a TV series, based on public interest and policy reasons. It may require
additional editing, terminating broadcast, suspending or prohibiting distribution, or
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disqualifying a TV series from competing for awards. In such case, we may incur additional
production costs for the additional editing, our TV series may be completely forbidden from
broadcast, or our reputation may be adversely affected.

In respect of our higher education business, we are also required to obtain and maintain various
permits and fulfill filing requirements. For instance, to establish and operate a school, we are
required to obtain, among others, a private school operation permit from the local education
bureau and to register with the local civil affairs bureau to obtain a certificate of registration
for a privately-run non-enterprise unit, or legal entity. In addition, we need to pass annual
inspections conducted by the local civil affairs bureau and local education bureau. We also
need to obtain approval from the local education authorities as to the scale and scope of our
student admission activities.

While we intend to maintain all requisite permits and complete the necessary filings, renewals
and registrations on a timely basis for our operations, there is no assurance that we will be able
to obtain all required permits given the significant amount of discretion local PRC authorities
may have in interpreting, implementing and enforcing relevant rules and regulations, as well
as other factors beyond our control and anticipation. If we fail to receive the required permits
in a timely manner or obtain or renew any permits and certificates, we may be subject to fines,
confiscation of any gains derived from our non-compliant operations, or the suspension of our
non-compliant operations, which may materially and adversely affect our business and results
of operations. For further details regarding the maintenance of our approvals, licenses and
permits, see the section headed “Business — Licenses and permits”.

We generate a substantial portion of our revenue from sales of our TV series to several
TV stations and online video platforms. If our cooperative relationships with TV stations
and online video platforms deteriorate, our business, financial condition and results of
operations could be adversely affected.

A substantial portion of our revenue is generated from sales of our TV series to several TV
stations and online video platforms. During the Track Record Period, revenue derived from the
largest five TV stations customers and the largest three online video platform customers
accounted for 96.5% of the revenue we generated in our TV/film production business. As a
result, the operation of our TV series production business depends on us maintaining
cooperative relationships with these TV stations and online video platforms. In addition, we
interact with TV stations throughout the entire development and production process and TV
stations may express their interests in our TV series in the form of non-legally-binding verbal
confirmations during these interactions. If such verbal confirmations do not turn into
legally-binding contracts, we would have incurred production costs in producing TV series but
may not realize revenue at the originally anticipated level.

Although our cooperative relationships with TV stations and online video platforms remain
stable, there is no assurance that we will be able to maintain such relationships and that these
TV stations and online video platforms will continue to purchase TV series from us on the same
level going forward. In addition, any deterioration in our cooperative relationship with any TV
station or online video platform in the future may require us to build new relationships with
other broadcasting channels, which is subject to uncertainties and could be time-consuming. As
a result, our planned broadcasting schedules could be severely delayed. Under these
circumstances, our business, financial condition and results of operations could be adversely
affected.
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Any disagreements or discontinuations of joint operations of TV/film production could
disrupt our operations or put assets at risk.

We co-produce TV programs or films through joint operations with other production firms from
time to time. This is an important part of how we do business, as we believe we can leverage
our co-producers’ industry expertise and financial resources to produce high quality content
efficiently. While joint operations may provide various advantages, entering into joint
operations sometimes requires us to surrender a measure of control over the assets and
operations devoted to the joint production, and occasions may arise when we do not agree with
the business goals and objectives of our co-producers, or other factors may arise that make the
continuation of the relationship unwise or untenable. Any such disagreements or
discontinuation of our relationship with the joint operation partners could disrupt our
operations, or put assets dedicated to the joint operation at risk. If we are unable to resolve
issues with co-producers, we may need to terminate the joint operation. The unwinding of an
existing joint operation could prove to be difficult or time-consuming, and the loss of revenue
related to the termination or unwinding of a joint operation could adversely affect our results
of operations.

Higher labor costs would adversely affect our profitability in our TV/film production
business.

The cost for crew members, especially actors, is one of the major components of our
production cost. In recent years, the average costs for actors in China have increased
significantly, which has in turn increased the production cost for TV/film. In addition, the
average labor costs for other crew members have also increased due to higher living standards
and the increasing minimum wage imposed by the PRC Government. If this trend continues,
our labor costs would increase in the near future. A significant increase in labor costs in China
could adversely affect our margins and profitability if we are not otherwise able to pass such
costs to our customers. In such event, our financial condition and results of operations may be
adversely affected.

Facilities of our University may have capacity constraints, which could affect our ability
to grow student enrollment or cause us to lose students to our competitors.

The educational facilities of our University are limited in space and size. For the school years
2016/2017, 2017/2018, 2018/2019 and 2019/2020, the utilization rate of our University was
97.4%, 98.4%, 95.1% and 96.3%, respectively. We may not be able to admit all qualified
students who would like to enroll in our University due to the capacity constraints of our
current school facilities. Furthermore, without additional building facilities such as classrooms
and dormitories, we may not be able to expand our capacity at our current campuses to increase
our student enrollment 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, we could
lose potential students to our competitors, and our results of operations and business prospects
could be materially and adversely affected.

The number of students our University is allowed to admit for enrollment in our undergraduate
programs each school year is set and approved by the relevant PRC education authorities. We
cannot assure you that we will be able to increase the student enrollment quota of our
University. Any failure to increase the enrollment quota of our University may adversely affect
our business prospects and results of operations.
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We are subject to extensive governmental approvals and compliance requirements for
expanding the campus of our University.

We may, from time to time, renovate existing premises or construct new buildings to ensure
that our teaching facilities are equipped with the latest technologies and to improve
convenience and comfort for our students, teachers and staff. We may also develop new
campuses and school premises as we grow in size and expand our business. Accordingly, we
must obtain various permits, certificates and other approvals from the relevant administrative
authorities at various stages of property development for campuses and school premises
constructed and developed for our University, including, among others, planning permits,
construction permits, land use rights certificates, certificates for passing environmental
assessments, certificates for passing fire control assessments and certificates for passing
construction completion inspections. We may encounter problems in the future in fulfilling the
conditions precedent to the receipt of those permits, certificates and approvals, and we may not
always be able to obtain them in a timely manner, or at all. See “Business — Lands and
properties” for further details.

In addition, if we fail to obtain requisite permits, certificates or approvals for campuses and
school premises we will develop and construct in the future, we may become subject to
administrative fines and other penalties or may be ordered to relocate our University which
could disrupt our business and cause us to incur additional expenses and hence may have a
material adverse effect on our business, prospects, financial condition and results of
operations.

The land and buildings with defective titles may subject us to administrative fines and
other penalties.

As of the Latest Practicable Date, certain buildings we occupied involved defective titles,
primarily due to lack of construction planning permits (& & LR #|FF ] #) and construction
commencement permits (i .77 A]#), or having not passed acceptance checks on completion
of construction (¥ L5#lK) and fire control assessment (JHFi584%) as required by PRC Laws.
See “Business — Land and properties — Buildings and buildings under construction” for details
of our buildings with defective titles.

According to our PRC Legal Adviser, for construction work carried out without construction
planning permits, the relevant government authority may order the cessation of construction.
If the impact on planning caused by such construction can be eradicated, the relevant
government authority may order the construction entity to rectify such impact and an additional
fine of not less than 5% but not more than 10% of the construction cost may be imposed. If
such impact cannot be eliminated, the relevant government authority may (i) order the
construction entity to demolish the construction; (ii) confiscate the buildings or structures or
any income illegally earned from such properties; and/or (iii) impose a fine of not more than
10% of the construction cost. With respect to the failure to obtain construction commencement
permits, we are subject to the risk of being required to adopt remedial measures within a certain
time limit and being fined 1% to 2% of the contract price of the construction project. As for
construction projects that are delivered for use without passing the relevant completion
inspections, the construction entity may be ordered to rectify and may be obliged to pay
compensation where any damage has been caused, and a fine of not less than 2% but not more
than 4% of the contract price of the construction may also be imposed. With respect to the
failure to pass fire control assessment, we are subject to the risk of being prohibited from using
these buildings and being fined between RMB30,000 and RMB300,000 for each building.
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We have implemented extensive and comprehensive measures to rectify the above defects,
including applying to the relevant government authorities for the relevant outstanding
certificates and permits and closely following up with the government authorities with respect
to our applications. However, we cannot assure you that we will be able to obtain all
outstanding certificates and permits for all of our buildings and the land we occupied in a
timely manner; any of the above-mentioned administrative fines and penalties imposed on us
will have an adverse effect on our business, financial condition and results of operations.

We currently outsource certain meal catering services at our University to independent
third parties and, as a result, we cannot guarantee the quality and price of the food it
serves to our students.

During the Track Record Period, we outsourced the meal catering services in our University to
Independent Third Parties, which provided such services to our students and faculty for a fee.
There is no assurance that we will be able to ensure the quality of food and to monitor the meal
preparation process to ensure its quality or require the Independent Third Party service
provider(s) to adhere to our food quality standards. In the event poor food quality results in any
serious health violations or medical emergencies involving our students and faculty staff, such
as mass food poisoning, our business and reputation could be harmed.

Accidents or injuries suffered by our students, our employees or other personnel at the
premises of our University or conflicts among our students may adversely affect our
reputation and subject us to liabilities.

We could be held liable for the accidents or injuries or other harm to students or other people
at our University, including those caused by or otherwise arising in connection with our
facilities or employees. We could also face claims alleging that we were negligent, in providing
inadequate maintenance to our school facilities or supervision of our employees and therefore
may be held liable for accidents or injuries suffered by our students or other people at our
University. In addition, if any of our students or teachers commits acts of violence, we could
face allegations that we failed to provide adequate security or were otherwise responsible for
his or her actions. Our University may be perceived to be unsafe, which may discourage
prospective students from applying to or attending our University. A liability claim against us
or any of our employees could adversely affect our reputation and student enrollment and
retention. Even if unsuccessful, such a claim could create unfavorable publicity, cause us to
incur substantial expenses and divert the time and attention of our management, all of which
may have a material adverse effect on our business, prospects, financial condition and results
of operations.

We maintain limited insurance coverage.

We maintain various insurance policies, such as accident insurance for members of the
production teams for our TV/film production. However, our insurance coverage is still limited
in terms of amount, scope and benefit. Consequently, we are exposed to various risks
associated with our business and operations. We are exposed to risks including, but not limited
to, accidents or injuries in our University or in the course of our TV series or film production
that are beyond the scope of our insurance coverage, fires, explosions or other accidents for
which we do not currently maintain insurance, loss of key management and personnel, business
interruption, natural disasters, terrorist attacks and social instability or any other events beyond
our control. The insurance industry in China is still at an early stage of development. Insurance
companies in China offer limited business-related insurance products. We do not have any
business disruption insurance, product liability insurance or key-man life insurance. Any
business disruption, litigation or legal proceedings or natural disaster, such as epidemics,

—40 -



RISK FACTORS

pandemics or earthquakes, or other events beyond our control could result in substantial costs
and the diversion of our resources. Our business, financial condition and results of operations
may be materially and adversely affected as a result.

The production and marketing of TV series and films are capital intensive and our
capacity to generate cash from our TV series and films may be insufficient to meet our
anticipated cash requirements.

The costs to develop, produce and market a TV series or a film are substantial and some of our
competitors have more capital and greater resources than we have. Although we retain the right
to exploit each of the TV series and films that we have previously released, the size of our
collection is insubstantial compared to the TV series and films libraries of the major TV series
producers or movie studios, which typically have the ability to exploit hundreds of library
titles. Library titles can provide a stable source of earnings and cash flows that offset
fluctuations in the financial performance of newly released TV series or films. Many of the
major studios use these cash flows to finance the production and marketing of new TV series
or films. We will not be able to rely on such cash flows. If our TV series and films fail to
perform, we may be forced to seek substantial sources of outside financing. Such financing
may not be available in sufficient amounts for us to continue to make substantial investments
in the production of new TV series and films or may be available only on terms that are
disadvantageous to us, either of which could have a material adverse effect on our growth or
our business.

Impairment of intangible assets, especially TV series rights and film rights may adversely
affect our financial condition and results of operations.

Our intangible assets are primarily comprised of TV series rights and film rights. We incur
various costs to produce a TV series or film, including the purchase of original story ideas,
engagement of scriptwriters, actors and chief producers as well as all kinds of costs incurred
on the production site. We capitalize these costs as TV and film rights till completion. As of
December 31, 2019, our TV series and film rights amounted to RMB71.6 million, consisting
of RMB48.7 million for completed productions, RMB18.0 million from adaptation rights and
scripts, and RMB4.9 million for TV series or films under production.

The TV and film rights on our balance sheet represent the assets of which we can license the
broadcasting right to customers. If market conditions deteriorate or customer preferences
change, we may not be able to successfully license our TV series and films and recover the
costs, in which case we will have to impair the corresponding intangible assets. Such
impairment of intangible assets would result in substantial losses, and adversely affect our
financial condition and results of operations.

We may have difficulty in obtaining financing, particularly securing bank loans, to fund
our operations.

During the Track Record Period, we funded our operations through a combination of (i) cash
generated from our operations and (ii) bank loans. We expect to continue to rely on these
sources, as appropriate, to fund our operations in the future. If we fail to generatesufficientcash
flows in a timely manner, we may be forced to seek external financing, including obtaining
additional bank loans, and may not be able to secure a sufficient amount of financing for us
to continue our productions, particularly with the potential credit tightening under the
prevailing market environment. If we choose to obtain additional bank loans, we may be
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subject to the fluctuation of interest rates and increasing interest expenses. In addition, if we
fail to secure sufficient bank loans in a timely manner or on favorable terms, our business,
financial condition and results of operations could be materially and adversely affected.

We are exposed to fair value changes for financial assets at fair value through profit or
loss and valuation uncertainty due to the use of unobservable inputs. Losses in our
investments in financial assets at fair value through profit or loss may have a significant
impact on our results of operations and are not predictable.

We manage part of our cash surplus generated from operations through investments in wealth
management products purchased from banks and to a much less extent public equities. As of
December 31, 2019, such financial assets at fair value through profit or loss was RMB799.5
million, representing 45.2% of our total assets. For financial reporting purposes, fair value
measurements are categorized into level 1, 2 or 3 based on the degree to which the inputs to
the fair value measurements are observable and the significance of the inputs to the fair value
measurement in its entirety, and the fair value of certain of our financial assets at fair value
through profit or loss were categorized as level 3 of fair value measurement during the Track
Record Period, which are subject to uncertainties due to the use of unobservable inputs.

The valuation of wealth management products was determined using the discounted cash flows
method using expected rate of return estimated by management based on market information
for similar types of products. Changes in the expected rate of return will affect the estimated
fair value of our level 3 financial assets at fair value through profit or loss at the end of each
of the financial reporting year. Factors beyond our control can significantly influence and cause
adverse changes to the estimates we use and thereby affect the fair value, and these assets will
face uncertainties in accounting estimation. For details of fair value measurement and the
significant unobservable inputs, please see Note 5.3 to the Accountant’s Report in Appendix 1.

Therefore, the fair value of our investments in financial assets may decline significantly and
may fluctuate over short periods of time. Realized and unrealized gains and losses originating
from these investments have had and may continue to have a significant impact on our results
of operations. Although we have adopted an internal policy to manage these investments, they
may not prevent certain more abrupt oscillations in the movements of the financial market, and
any losses resulted from these abrupt changes may significantly and adversely impact our
results of operations.

The assets held by our University may not be pledged as collateral in connection with
securing our borrowings, which reduces our ability to obtain financing to fund the higher
education business.

According to the PRC Security Law and the PRC Real Right Law, mortgages, pledges or other
encumbrances should not be created on properties which are used for public welfare facilities.
The buildings that our University own and occupy may be considered “public welfare
facilities” according to the Law for Promoting Private Education (FRHFZKEEHETL), which
provides that private education is considered in the nature of “public welfare” in China.
Accordingly, these properties may not be pledged as collateral when our University seek loans
from lenders. In such case, our University’s ability to obtain financing may be limited. Even
if collateral is meant to be created based on such properties under any loan agreement to be
entered into between our University and the potential lender, such pledge may not be valid or
enforceable under the laws and regulations of the PRC, and we cannot preclude the possibility
that a government authority, including PRC court or administrative authority, may consider the
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pledge created on such facilities to be in violation of PRC laws if we and the lenders have any
dispute with regards to the relevant loans under applicable loan agreements or if the validity
of the pledges are otherwise challenged. In such case it is likely that such pledges would not
be enforceable and we may be requested by our lenders to provide other forms of guarantees
or repay the outstanding balance of the loans immediately, which may cause the business
operations of our University and our financial condition to be materially and adversely
affected. On May 28, 2020, the National People’s Congress of the PRC enacted the Civil Code
of the PRC (H#E A RILFIE KL #) (the “Civil Code”), which will become effective from
January 1, 2021 and will replace the PRC Real Right Law simultaneously. The Civil Code
provides that non-profit legal persons established for public welfare such as schools,
kindergartens and medical institutions shall not mortgage their educational facilities, health
care facilities and other public welfare facilities, which may be interpreted that the Civil Code
limits the prohibition on property mortgage only to non-profit private schools.

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

According to the Implementation Rules for the Law for Promoting Private Education (FHF%L
BIEHELEPRMP)), private schools whether the school sponsors require reasonable returns or
not, may enjoy preferential tax treatment. According to Notice of the Ministry of Finance and
the State Administration of Taxation on Full Launch of the Pilot Program of Replacing
Business Tax with Value-added Tax (FAEGHS ~ [ 5 A0 05 48 Ja) B A 4 T FE BH 25 SE R0 OB (B
A B A1), formal educational services provided by education are exempted from value-
added tax. Our University enjoyed income tax and value-added tax exemption treatment during
the Track Record Period. For the years ended December 31, 2017, 2018 and 2019, the amounts
of preferential income tax treatment were RMB28.1 million, RMB33.3 million and RMB14.0
million, respectively. In accordance with the historical tax returns filed to relevant tax
authorities and an interview with the local tax bureau in the area where we operate our
University, which confirmed, among other things, that our University was exempt from PRC
enterprise income tax and value-added tax during the Track Record Period. However, there is
a possibility that the PRC government may promulgate relevant tax regulations that will
eliminate such preferential tax treatment, or the local tax bureaus may change their policy, in
each such case, we may be subject to PRC enterprise income tax and/or value-added tax going
forward. The discontinuation of any preferential tax treatment currently available to us or the
determination of any of the relevant tax authorities that any of the preferential tax treatment
we have enjoyed or currently enjoy is not in compliance with the PRC laws would cause our
effective tax rate to increase, which would increase our tax expenses and reduce our net profit.

Our University was not required to pay PRC enterprise income tax in respect of its income
during the Track Record Period. Following the execution of the Contractual Arrangements, our
WFOE-Education is currently subject to a PRC enterprise income tax rate of 25% and a
value-added tax of 3% in respect of the service fees it receives from our Consolidated
Affiliated Entities. Such tax rates are subject to change and may have a significant impact on
our profitability.
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Any discontinuation or reduction of governmental grants and subsidies, or donations
could adversely affect our business, financial condition and results of operations.

We enjoy certain favorable regulatory treatments, particularly governmental grants and
subsidies. For our TV/film production business, the governmental grants and subsidies are
mostly related to the tax refund by the local government, and the amount each year is
proportionate to various taxes we historically paid. For our higher education business, the
governmental grants and subsidies are offered primarily to promote the development of private
higher education institutions. For the years ended December 31, 2017, 2018 and 2019, we
recorded governmental grants and subsidies of RMB1.3 million, RMB2.6 million and RMB6.3
million, respectively.

Our University has also been receiving donations from third parties to support our media and
arts higher education. For the years ended December 31, 2017, 2018 and 2019, we recorded
donation income of RMB9.6 million, RMB6.4 million and RMB9.2 million, respectively.

However, it is in the relevant government authorities’ sole and absolute discretion, subject to
the relevant PRC Laws, to determine whether and when to provide governmental grants and
subsidies to us, if at all. Furthermore, any unexpected changes in the PRC Laws may result in
uncertainties in the availability of governmental grants and subsidies or any other favorable
treatment to us. Similarly, it’s in the donator’s own sole and absolute discretion to determine
the time and amount to donate to us. We cannot assure you that we will continue receiving such
governmental grants and subsidies or donations in the future. Any significant decrease in the
amount of such grants, subsidies, grants and donations may have a material and adverse impact
on our results of operations and financial condition.

If we fail to protect our intellectual property rights, our business and results of operations
could be adversely impacted.

We believe that our brand, trademarks, copyrights and other intellectual property rights are
critical to our success. Among all, the most serious threat to our TV/film series production
business is the piracy of TV series and films, which may decrease revenues received from the
exploitation of our TV series and films. TV series and film piracy is extensive in many parts
of the world and is made easier by technological advances and the conversion of motion
pictures into digital formats, which facilitates the creation, transmission and sharing of high
quality unauthorized copies of TV series and films on videotapes and DVDs, from
pay-per-view through set top boxes and other devices and through unlicensed broadcasts on
free TV and the internet. The proliferation of unauthorized copies and piracy of these products
has an adverse effect on our business because these products reduce the revenue we receive
from our legitimate products.

Monitoring and preventing the unauthorized use of our intellectual property rights is difficult,
costly and time-consuming. The measures we take to protect our brand, trademarks, copyrights
and other intellectual property rights may not be adequate to prevent their unauthorized use by
third parties. In addition, the application of laws governing intellectual property rights in China
and abroad is uncertain and evolving. If we are unable to adequately protect our brand,
trademarks, copyrights and other intellectual property rights, these rights may be infringed and
our business may suffer materially. Furthermore, any unauthorized use of our brand and
trademarks could cause brand confusion among our customers and harm our reputation and, as
a result, our business, financial condition, results of operations and prospects could be
materially and adversely affected. For more information on the intellectual properties we
owned, please refer to the section titled “Business — Intellectual property”.
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Our business could be materially and adversely affected by claims from others for
possible infringement of their intellectual property rights.

We may receive in the future, claims of infringement of other parties’ proprietary rights with
respect to our TV series or films, alleging, for example, the use of certain Media IP rights for
TV series or films by us may infringe other parties intellectual property rights; or our products
infringes their technology and software, previously developed TV series and films, stories,
characters, or other intellectual property. We may also receive claims related to the materials
and other educational contents we used in our higher education business. There is no guarantee
in the future that third parties will not claim that we have infringed on their proprietary rights.

Although we plan to defend ourselves vigorously in any such litigation or legal proceedings,
there is no assurance that we will prevail in these matters. The practice of intellectual property
rights enforcement action by Chinese regulatory authorities is in its early stage of development
and is subject to significant uncertainty. Participation in such litigation and legal proceedings
may also cause us to incur substantial expenses and divert the time and attention of our
management. We may be required to pay damages or incur settlement expenses. In addition, in
case we are required to pay any royalties or enter into any licensing agreements with the
owners of intellectual property rights, we may find that the terms are not commercially
acceptable to us and we may finally lose the ability to use the related content or materials,
which in turn could materially and adversely affect our educational programs and our
operations. Any similar claim against us, even without any merit, could also hurt our reputation
and brand image. Any such event could have a material and adverse effect on our business,
financial condition and results of operations.

We may be unable to detect, deter and prevent all instances of embezzlement,
misappropriation of funds or other misconduct committed by our employees,
management or other third parties.

In August 2007, we experienced an instance of misappropriation of cash by one of our
employees in CUCN, amounting to approximately RMB800,000. We cannot assure you that
there will not be any such instances in the future. We may be unable to prevent, detect or deter
all instances of misconduct. Any misconduct committed against our interests, which may
include past acts that have gone undetected or future acts, could subject us to financial losses,
harm our reputation and may have a material adverse effect on our business and results of
operations.

Non-registration of some of our lease agreements may subject us to administrative fines.

As of the Latest Practicable Date, five lease agreements of nine leased properties in the PRC
had not been registered with the relevant PRC government authorities by the lessors. As
advised by our PRC Legal Adviser, under PRC laws, an executed lease agreement should be
registered with the relevant land and real estate administration bureau. Although the failure to
register an executed lease agreement will not invalidate the agreement, we, as the lessee, may
be subject to a fine of no less than RMB1,000 and not exceeding RMB10,000 for the
non-registration of each lease agreement if the lessors and we cannot rectify such non-
compliance within a certain period of time. Although we proactively requested the lessors of
such leased properties to complete the filing and registration procedures in a timely manner,
we are unable to control whether and when they do so.

As for eight of the leased properties, the lessors failed to provide consent of the owner who is

an interested party for changing the use of such properties from residential into commercial.
In addition, one of the leased properties was mortgaged as security to a bank by its owner prior
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to the conclusion of the lease agreements. As advised by our PRC Legal Adviser, if the
interested owner does not give consent to the use of the above-mentioned properties for
business use, we may not be able to continue to use such leased properties for business use;
in case the bank realizes its mortgage and sells the above-mentioned property, the lease
agreements may not be legally binding on the assignee of the such property; therefore, after the
mortgage is realized, there is uncertainty that whether we can continue to use such leased

property.

We depend substantially on the continuing efforts of our senior executives and key
personnel such as producers, highly qualified teachers, and our business and prospects
may be severely disrupted if we lose their services.

Our current and future success depends on the continued services of the key members of our
management team. The loss of any of our senior management or if any of our executive officers
joins a competitor or forms a competing business, our business could be adversely affected. We
have entered into non-competition agreements with our executive officers, however, we cannot
assure you that they will not breach such agreements.

For our TV/film production business, our production and sales team is a key factor for the
success of our business. Loss of producers or other members of our production or sales team
could adversely affect our production volume and quality and, as a result, our business could
be materially and adversely affected. Our business may also be severely disrupted if our senior
executives have to divert their attention to recruiting replacements for key personnel. In
addition, our ability to attract and retain other key personnel is critical to our competitiveness.
We face competition for personnel from other TV/film production companies and other
organizations. Competition for these individuals could require us to offer higher compensation
and other benefits in order to attract and retain them, which would increase our operating
expenses and, in turn, could materially and adversely affect our financial condition and results
of operations.

For our higher education business, the smooth operation of our University and the execution
of our business plans largely rely on our senior management and school administrators.
Therefore, the continuing services of our senior management team and school administrators
are crucial to the successful operation of our University. Highly qualified teachers are also of
great importance and have direct impact on the quality of our programs and services and in
upholding our brand and reputation. It is therefore crucial for us to attract qualified teachers
who have a strong command of their respective subject areas and have sufficient industry
experience in the relevant areas. We believe there are a limited number of qualified teachers
with the relevant experience and subject matter expertize to teach our courses. It is also
difficult to ascertain the criteria, such as commitment and dedication, during the recruitment
process, particularly as we continue to recruit more teachers quickly in order to meet rising
student enrollment. Therefore, we may not be able to hire and retain a sufficient number of
qualified teachers to keep pace with our anticipated growth while maintaining consistent
teaching quality and the overall quality of our education programs. If we are unable to recruit
and retain an appropriate number of qualified teachers and qualified school personnel, the
quality of our services or overall education programs may deteriorate or be perceived to
deteriorate, which may have a material and adverse effect on our reputation, business, financial
condition and results of operations.
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Our historical results may not be indicative of our future performance.

Our financial condition and results of operations may fluctuate due to a number of other
factors, many of which are beyond our control, including but not limited to:

. general economic and social conditions and government regulations or actions pertaining
to the industries where we operate;

. increased competition and changing market demands;
. expansion and related costs in a given period; and
. our ability to control our cost of sales and other operating costs, and to enhance our

operational efficiency.

In addition, we may not sustain our past growth rates in future periods, and we may not sustain
profitability in the future. Our historical results, growth rates and profitability may not be
indicative of our future performance. Our Shares could be subject to significant price volatility
should our earnings fail to meet the expectations of the investment community. Any of these
events could cause the price of our Shares to materially decrease.

Our potential strategic investments or acquisitions in the future may not be successful.

Our growth strategy involves, in part, the investment or acquisition of new operations and the
integration of those operations with our own. Our strategy may not be successful if we cannot
identify suitable acquisition targets or complete the acquisitions at appropriate prices. Also,
synergies from acquisitions may prove less than we originally expected. Further, acquisition
candidates may have liabilities or adverse operating issues that we fail to discover prior to the
acquisition. In addition, we cannot give you any assurance that we will be able to implement
our strategy on a timely basis, if at all, or that our assumptions will be accurate.

RISKS RELATING TO OUR CONTRACTUAL ARRANGEMENTS

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

Foreign investors are prohibited from holding any equity interest in TV series or film
production companies in the PRC. In addition, foreign investors are only allowed to invest in
higher education business in cooperative ways and the domestic party shall play a dominant
role in the cooperation. Furthermore, under the Implementation Opinions of the MOE on
Encouraging and Guiding the Entry of Private Capital in the Fields of Education and Promoting
the Healthy Development of Private Education ([ 8J8hF1 5| 25 R [ & 4 A BRI, e i
RO E RS B A E S ), which was issued by the MOE on June 18, 2012, the foreign
portion of the total investment in a Sino-Foreign cooperative education institution such as
universities, should be below 50%. According to relevant regulations, the foreign investors
invested in higher education must be foreign education institutions, with relevant qualification
and experience. For further information on PRC laws, rules and regulations on the industries
we operate in, see the section headed “Regulations”.
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As a result of the foregoing, our TV/film production business and higher education business
in China are operated by our Consolidated Affiliated Entities. We receive substantially all the
economic benefits enjoyed by the Registered Shareholders and bear substantially all risks of
our Consolidated Affiliated Entities. See “Contractual Arrangements” for details. If we, any of
the Consolidated Affiliated Entities or any of their current or future subsidiaries are found to
be in violation of any existing or future PRC laws or regulations or fail to obtain or maintain
any of the required permits or approvals, the relevant PRC regulatory authorities would have
broad discretion in dealing with such violations, including:

. revoking the business and operating licenses of the WFOEs and our Consolidated
Affiliated Entities;

. restricting or prohibiting related party transactions between the WFOEs and our
Consolidated Affiliated Entities;

. imposing fines or other requirements with which we, the WFOEs and our Consolidated
Affiliated Entities may find it difficult or impossible to comply;

. requiring us, the WFOEs and our Consolidated Affiliated Entities to restructure the
relevant ownership structure or operations; and

. restricting or prohibiting the use of any proceeds from the Global Offering to finance our
business and operations in the PRC.

The imposition of any of these penalties could materially and adversely affect our business,
financial condition and results of operations.

Substantial uncertainties exist with the PRC foreign investment legal regime and may
have a significant impact on our corporate structure and business operations.

On March 15, 2019, the National People’s Congress adopted the Foreign Investment Law (¥}
P &%), which came into effect on January 1, 2020. The Foreign Investment Law replaced
the Sino-Foreign Equity Joint Venture Enterprise Law ("F4M 5 & £8%5 {2 31%), the Sino-Foreign
Cooperative Joint Venture Enterprise Law (HAMS1EREE 2 :) and the Wholly Foreign-
Invested Enterprise Law (JMN&{37%) to become the legal foundation for foreign investment
in the PRC. On December 26, 2019, the State Council promulgated the Implementation
Regulations on the Foreign Investment Law (/M &1L H 6 f1), which came into effect on
January 1, 2020.

To obtain and maintain necessary licenses and permits in industries that are currently subject
to foreign investment restrictions or prohibitions in China, many PRC-based companies
including us have adopted the approach of conducting operations through contractual
arrangements. The Foreign Investment Law currently does not explicitly categorize contractual
arrangements as a form of foreign investment. However, the Foreign Investment Law also
provides that foreign investment includes “foreign investors invest in China through any other
methods under laws, administrative regulations, or provisions prescribed by the State Council”
without elaboration on the meaning of “other methods”. The Implementation Regulations on
the Foreign Investment Law are also silent on whether foreign investment includes contractual
arrangements. There is no assurance that future laws, administrative regulations or provisions
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of the State Council would not count contractual arrangements as a form of foreign investment.
Therefore, it is currently uncertain how our Contractual Arrangements will be identified as and
whether it will meet the requirements of foreign investment access.

In the worst-case scenario, 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 operations. In the event that our Company no longer has a sustainable business
after the aforementioned unwinding of the Contractual Arrangements or disposal, the Stock
Exchange may take enforcement actions against us which may have a material adverse effect
on the trading of our Shares or even result in delisting of our Company.

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

We have relied and expect to continue to rely on the Contractual Arrangements to operate our
TV/film business and education business in China. See “Contractual Arrangements” for 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 of our Consolidated Affiliated
Entities to effect changes in the board of directors of our Consolidated Affiliated Entities,
which in turn could effect changes, subject to any applicable fiduciary obligations, at the
management level. However, as these Contractual Arrangements stand now, if our
Consolidated Affiliated Entities or their shareholders fail to perform their respective
obligations under these Contractual Arrangements, we cannot exercise shareholder’s rights to
direct such corporate action as the direct ownership would otherwise entail. If the parties under
such Contractual Arrangements refuse to carry out our directions in relation to day-to-day
business operations, we will be unable to maintain effective control over the operations of our
Consolidated Affiliated Entities. Our University officially converted from an independent
college to a private higher education institution under the new school name Fd 5% fH 22 B¢ and
obtained an updated Private School Operating License in May 2020, and is still in the process
of securing all other necessary registrations with the relevant authorities, upon completion of
which we aim to renew and reproduce the Contractual Arrangements in light of the conversion.
If we were to lose effective control over our Consolidated Affiliated Entities, certain negative
consequences would result, including our being unable to consolidate the financial results of
our Consolidated Affiliated Entities with our financial results. Given that the revenue from our
Consolidated Affiliated Entities accounted for substantially all of the total revenue in our
Accountant’s Report for the Track Record Period, our financial position would be materially
and adversely impacted if we were to lose effective control over our Consolidated Affiliated
Entities. In addition, losing effective control over our Consolidated Affiliated Entities may
negatively impact our operational efficiency and brand image. Further, losing effective control
over our Consolidated Affiliated Entities may impair our access to their cash flow from
operations, which may reduce our liquidity.

The beneficial owners of our Consolidated Affiliated Entities may have conflicts of
interest with us, which may materially and adversely affect our business and financial
condition.

The Registered Shareholders are the beneficial owner of our Consolidated Affiliated Entities.

Therefore, the interests of the Registered Shareholders as the beneficial owner of our
Consolidated Affiliated Entities may differ from the interests of our Company as a whole. We
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cannot assure you that when conflicts of interest arise, they will act in the best interests of our
Company or that such conflicts will be resolved in our favor. In the event of any such conflicts
of interest, may potentially breach, or cause our Consolidated Affiliated Entities to breach, or
refuse to renew, the existing Contractual Arrangements we have with them. If we cannot
resolve any conflict of interest or dispute between us and the Registered Shareholders, we
would have to rely on legal proceedings, which could result in disruption of our business and
subject us to substantial uncertainty as to the outcome of any such legal proceedings. These
uncertainties may impede our ability to enforce the Contractual Arrangements. If we are unable
to resolve any such conflicts, or if we experience significant delays or other obstacles as a
result of such conflicts, our business and operations could be severely disrupted, which could
materially and adversely affect our results of operations and damage our reputation.

In addition, although the equity pledge agreements we entered into by and among the WFOE:s,
the Onshore Holdcos, Huaxia Audio-Visual, Nanjing Meiya, the Registered Shareholders and
CUCN provide that the pledged equity interest shall constitute continuing security for any and
all of the indebtedness, obligations and liabilities under all of the principal service agreements,
it is possible that a PRC court could take the position that the amounts listed on the equity
pledge registration forms or estimated in the equity pledge agreements represent the full
amounts of the collateral that have been registered and perfected. If this were to happen, the
obligations that are supposed to be secured in the equity pledge agreements in excess of the
amounts listed on the equity pledge registration forms or estimated in the equity pledge
agreements could be deemed unsecured debts by the PRC court, which take the last priority
among creditors.

The Contractual Arrangements may subject us to scrutiny by the PRC tax authorities and
may result in a finding that we owe additional taxes or are ineligible for tax exemptions,
or both, which could substantially increase our taxes owed and thereby reduce our profit
attributable to equity shareholders of the Company.

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 technical services and
management consultancy agreements we have with our Consolidated Affiliated Entities do not
represent an arm’s-length price and adjust any of those entities’ income in the form of a transfer
pricing adjustment. A transfer pricing adjustment could increase our tax liabilities. In addition,
PRC tax authorities may form the view that our subsidiaries or Consolidated Affiliated Entities
have improperly minimized their tax obligations, and we may not be able to rectify any such
incident within the limited timeline required by PRC tax authorities. As a result, the PRC tax
authorities may impose late payment fees and other penalties on us for underpaid taxes, which
could materially and adversely affect our business, financial condition and results of
operations.

Our exercise of the option to acquire the equity interest held by the Registered
Shareholders of our Consolidated Affiliated Entities may be subject to certain limitations
and we may incur substantial costs.

Pursuant to the Special Administrative Measures for the Access of Foreign Investment
(Negative List) (2019 version) (ZMi#% & A G Al HLEE (B A 7 BE)(20194FfR)),  the
Regulations on Operating Sino-foreign Schools (M 1EHFEEWRM) and its implementing
rules, and 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
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Education (B S A5 |3 R TH B AR SR RO (R RREE R ) M2 /), only
foreign education institutions with relevant qualifications and experience (the “Qualification
Requirement”) may invest in Sino-Foreign joint venture universities and may only hold an
interest of less than 50% (the “Foreign Ownership Restriction”) with the domestic party
playing a dominant role (the “Foreign Control Restriction”). If the Foreign Ownership
Restriction and Foreign Control Restriction are lifted, we may be unable to unwind the
Contractual Arrangements before we are in a position to comply with the Qualification
Requirement, or if we attempt to unwind the Contractual Arrangements before we are able to
comply with the Qualification Requirement we may be ineligible to operate our University and
may be forced to suspend its operations, which could materially and adversely affect our
business, financial condition and results of operations.

Furthermore, we may incur substantial cost in the exercise of the option to acquire the equity
interest of our Consolidated Affiliated Entities held by the Registered Shareholders. Pursuant
to the Contractual Arrangements, WFOEs have the exclusive right to require the Registered
Shareholders of our Consolidated Affiliated Entities to transfer any and all their equity in our
Consolidated Affiliated Entities to WFOEs and/or a third party designated by it, in whole or
in part at any time and from time to time, at the lowest price allowable under PRC laws and
regulations at the time of transfer. If the relevant PRC authorities determine that the purchase
price for acquiring our Consolidated Affiliated Entities is below the market value, they may
require WFOEs to pay enterprise income tax for ownership transfer income with reference to
the market value. The amount of the tax may be substantial, which could materially and
adversely affect our business, financial condition and results of operations.

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

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

The Contractual Arrangements are governed by PRC laws and provide for the resolution of
disputes through arbitration in China. Accordingly, these contracts will be interpreted in
accordance with PRC laws and any disputes will be resolved in accordance with PRC legal
procedures. Under PRC laws, rulings by arbitrators are final and the parties to a dispute cannot
appeal the arbitration results in any court based on the substance of the case. The prevailing
party may enforce the arbitration award by instituting arbitration award recognition
proceedings with a competent PRC court. The legal environment in the PRC is not as
developed as in other 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
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financial results of our Consolidated Affiliated Entities with our financial results, which may
materially and adversely affect our business, financial condition results of operations and may
decrease the value of our Shareholders’ shares 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 operations, which
may lead to loss of revenue or potentially lead to the incurrence of additional costs and the
expending of substantial resources on our part to operate our business in the absence of
effective enforcement of these Contractual Arrangements. If this were to occur, our business,
financial condition and results of operations may be materially and adversely affected and the
value of our Shareholders’ shares in our Company may decrease.

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

The Contractual Arrangements provide for dispute resolution by way of arbitration in
accordance with the arbitration rules of the China International Economic and Trade
Arbitration Commission in Beijing, PRC. The Contractual Arrangements contain provisions to
the effect that the arbitral body may award remedies over the equity interests and/or assets of
our Consolidated Affiliated Entities, injunctive relief and/or winding up of our Consolidated
Affiliated Entities. In addition, the Contractual Arrangements contain provisions to the effect
that courts in Hong Kong and the Cayman Islands are empowered to grant interim remedies in
support of the arbitration pending the formation of an arbitral tribunal. However, we have been
advised by our PRC Legal Adviser that the above-mentioned provisions contained in the
Contractual Arrangements may not be enforceable. Under PRC laws, an arbitral body does not
have the power to grant any injunctive relief or provisional or final winding-up order to
preserve the assets of or any equity interest in our Consolidated Affiliated Entities in case of
disputes. Therefore, such remedies may not be available to us, notwithstanding the relevant
contractual provisions contained in the Contractual Arrangements.

PRC laws allow an arbitral body to award the transfer of assets of or equity interest in our
Consolidated Affiliated Entities in favor of an aggrieved party. In the event of non-compliance
with such award, enforcement measures may be sought from the court. However, the court may
or may not support the award of an arbitral body when deciding whether to take enforcement
measures. Under PRC laws, courts of judicial authorities in the PRC generally do not grant
injunctive relief or the winding-up order against our Consolidated Affiliated Entities as interim
remedies to preserve the assets or equity interests in favor of any aggrieved party. Our PRC
Legal Adviser is also of the view that, even though the Contractual Arrangements provide that
courts in Hong Kong and the Cayman Islands may grant and/or enforce interim remedies or in
support of arbitration, such interim remedies (even if so granted by courts in Hong Kong or the
Cayman Islands in favor of an aggrieved party) may not be recognized or enforced by PRC
courts. As a result, in the event that any of our Consolidated Affiliated Entities or their
shareholders breach any of the Contractual Arrangements, we may not be able to obtain
sufficient remedies in a timely manner, and our ability to exert effective control over our
Consolidated Affiliated Entities and conduct our education business could be materially and
adversely affected. See “Contractual Arrangements — Contractual Arrangements — Other
aspects of the Contractual Arrangements — Dispute resolution” for details regarding the
enforceability of the dispute resolution provisions in the Contractual Arrangements as opined
by our PRC Legal Adviser.
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We rely on dividend and other payments from WFOEs to pay dividends and other cash
distributions to our Shareholders and any limitation on the ability of WFOEs to pay
dividends to us would materially and adversely limit our ability to pay dividends to our
Shareholders.

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

If any of our Consolidated Affiliated Entities becomes subject to winding up or liquidation
proceedings, we may lose the ability to enjoy certain important assets, which could
negatively impact our business and materially and adversely affect our ability to generate
revenue.

We currently conduct our operations in China through the Contractual Arrangements. As part
of these arrangements, our Consolidated Affiliated Entities hold a majority of the assets that
are important to the operation of our business, including operating permits and licenses, real
estate leases, buildings, intellectual property and educational facilities. Under the Exclusive
Business Cooperation Agreements, our Registered Shareholders may not unilaterally, without
our consent, decide to voluntarily liquidate our Consolidated Affiliated Entities.

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

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 utilization of market forces in the development of the PRC economy in the past four
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.

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.
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We face risks related to natural disasters, health epidemics and social unrest, which could
significantly disrupt our operations.

Our business is subject to general economic and social conditions in China. Natural disasters,
health epidemics, other acts of God, and social unrest all of which are beyond our control may
adversely affect the economy, infrastructure and livelihood of the people in China. Our
business could also be under the threat of flood, earthquake, sandstorm, snowstorm, fire,
drought, acts of war, threats or actual terrorist activity, social unrest or epidemics such as the
Severe Acute Respiratory Syndrome, the Middle East Respiratory Syndrome, the HSN1 avian
flu, the Ebola virus, the human swine flu, also known as Influenza A (HIN1), or, most recently,
the novel coronavirus named COVID-19 by the World Health Organization.

Any such event may also result in material disruption of our business operations, which in turn
may adversely affect our financial condition and results of operations, since it could require our
University to be temporarily closed, our employees to be quarantined, and/or our offices to be
disinfected, it could result in the reduced demands for our services and possibly a delay in the
production and broadcasting of our pipeline programs, and it could harm the quality of
education we are able to deliver. In addition, past occurrences of epidemics, depending on their
scale, have caused different degrees of damage to the national and local economies and
reduction in economic activity, economic growth and business sentiments in China. Any health
epidemics in China may also affect our students, service providers, customers, suppliers and
the industries we operate in, which in turn could have an adverse effect on our business,
financial condition and results of operations.

The World Health Organization declared the COVID-19 coronavirus a Public Health
Emergency of International Concern on January 30, 2020, and a global pandemic on March 11,
2020. The impacts of the current COVID-19 coronavirus outbreak on our results will depend
on future developments, which are highly uncertain and cannot be predicted, including new
information which may emerge concerning the severity of the coronavirus and the actions to
contain the coronavirus or treat its impact (such as travel restrictions, quarantines and other
limitations affecting access to and demand for educational and entertainment facilities), among
others. We are uncertain as to when the outbreak will be contained, and we also cannot predict
if the impact will be short-lived or long-lasting. If the outbreak persists for a longer period of
time, it may have a material adverse impact on our financial performance.

The PRC legal system is evolving and has inherent uncertainties that could limit the legal
protection available to you.

The PRC legal system is a civil law system based on written statutes. Unlike common law
systems, it is a system in which prior court decisions have limited value as precedents. Since
1979, the PRC Government has promulgated laws and regulations governing economic matters
in general, such as foreign investment, corporate organization and governance, commerce,
taxation and trade. Due to the limited volume of published cases and their non-binding nature,
interpretation and enforcement of these laws and regulations involve greater uncertainties than
those in other jurisdictions. We cannot predict the effect of future developments in the PRC
legal system, including the promulgation of new laws, changes to existing laws, or the
interpretation or enforcement thereof, or the pre-emption of local regulations by national laws.

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
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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 policy
changes. Many laws, regulations, policies and legal requirements have only been recently
adopted by PRC central or local government agencies, and their implementation, interpretation
and enforcement may involve uncertainty due to the lack of established practice available for
reference. We cannot predict the effect of future legal developments in the PRC, including the
promulgation of new laws, changes in existing laws or their interpretation or enforcement, or
the pre-emption of local regulations by national laws. As a result, there is substantial
uncertainty as to the legal protection available to us and our Shareholders. Furthermore, due
to the limited volume of published cases and the non-binding nature of prior court decisions,
the outcome of dispute resolution may not be as consistent or predictable as in other more
developed jurisdictions, which may limit the legal protection available to us. In addition, any
litigation in the PRC may be protracted and result in substantial costs and the diversion of
resources and management attention.

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

PRC regulations of loans to, and direct investment in, PRC entities by offshore holding
companies and governmental control of currency conversion may restrict or prevent us
from using the proceeds from the Global Offering to make loans to our PRC subsidiaries
and our Consolidated Affiliated Entities or to make additional capital contributions to our
PRC subsidiaries, which may materially adversely affect our liquidity and our ability to
fund and expand our business.

In utilizing the proceeds we receive from the Global Offering in the manner described in
“Future plans and use of proceeds”, as an offshore holding company with PRC subsidiaries, we
may (i) make additional capital contributions to our PRC subsidiaries, (ii) establish new PRC
subsidiaries and make capital contributions to these new PRC subsidiaries, (iii) make loans to
our PRC subsidiaries or PRC operating entities, or (iv) acquire offshore entities with business
operations in China in offshore transactions. However, most of these uses are subject to PRC
regulations and approvals. For example: capital contributions to our PRC subsidiaries, whether
existing or newly-established ones, are subject to the requirement of necessary filings in the
Enterprise Registration System and the National Enterprise Credit Information Publicity
System operated by the State Administration for Market Regulation and registration with other
governmental authorities in China; loans by us to our PRC subsidiaries, which are foreign-
invested enterprises, to finance their activities cannot exceed statutory limits and must be
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registered with the SAFE, or its local branches; and loans by us to our PRC operating entities,
which are domestic PRC entities, must be approved by the NDRC and must also be registered
with SAFE or its local branches.

On March 30, 2015, SAFE promulgated the Circular on Reforming the Management Approach
Regarding the Foreign Exchange Capital Settlement of Foreign-Invested Enterprises (B Z%4h
EE A 2L J0 B 7 A0 7 o 5 T A1 S A e A < A A B 7 X% ) (the “SAFE Circeular 197).
SAFE Circular 19 reforms the administration of the settlement of the foreign exchange capital
of foreign-invested enterprises by allowing foreign-invested enterprises to settle their foreign
exchange capital at their discretion, but it continues to prohibit foreign-invested enterprises
from using RMB funds converted from their foreign exchange capital for expenditures beyond
their business scope. On June 9, 2016, SAFE promulgated the Circular on Reforming and
Standardizing the Administrative Provisions over Capital Account Foreign Exchange (|2 %4
HEEAE AL I TS S A L AR T 465 M BB 4 RT) (the “SAFE Circular 16”). SAFE
Circular 16 continues to prohibit foreign-invested enterprises from using the RMB funds
converted from its foreign exchange capital for expenditures beyond their business scope,
investment and financing (except for securities investment or non-guaranteed bank products),
providing loans to non-affiliated enterprises or constructing or purchasing real estate other than
for self-use. On October 23, 2019, SAFE issued the Notice of SAFE on Further Facilitating
Cross-border Trade and Investment (5524 H )5 B i i — 20 (L sE S35 &1 5 BO& (AL 11
## A1), which, among other things, expanded the use of foreign exchange capital to domestic
equity investment area. Non-investment foreign-funded enterprises are allowed to lawfully
make domestic equity investments by using their capital on the premise of no violation of
prevailing special administrative measures for access of foreign investments (negative list) and
the authenticity and compliance with the regulations of domestic investment projects. SAFE
Circular 19 and SAFE Circular 16 and other relevant foreign exchange rules may significantly
limit our ability to transfer and use in China the net proceeds from this offering, which may
adversely affect our business, financial conditions and results of operations.

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

The PRC Government’s control over currency conversion and changes in the exchange
rate between Renminbi and other currencies could negatively affect our financial
condition, results of operations and our ability to pay dividends.

Substantially all of our revenue is denominated and settled in Renminbi. The PRC Government
imposes controls on the convertibility of Renminbi into foreign currencies and, in certain
cases, the remittance of currency out of China. Under existing PRC foreign exchange
regulations, payments of current account items, including profit distributions, interest
payments and expenditures from trade-related transactions, can be made in foreign currencies
without prior approval by SAFE provided that we satisfy certain requirements. However,
approval from SAFE or its local counterpart is required where Renminbi is to be converted into
foreign currency and remitted out of China to pay capital expenses such as the 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.
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Since a significant amount of our future cash flows from operations will be denominated in
Renminbi, any existing and future restrictions on currency exchange may limit our ability to
purchase goods and services outside of China or otherwise fund our business activities that are
conducted in foreign currencies. This could affect our ability to obtain foreign exchange
through debt or equity financing, including by means of loans or capital contributions from us.

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

In February 2012, the SAFE promulgated the Notices on Issues Concerning the Foreign
Exchange Administration for Domestic Individuals Participating in Stock Incentive Plans of
Overseas Publicly-Listed Companies (3% A A2 B AN 1728 &) BAE BB =1 81 4 M 27 2R A B
R4 FN) (the “Stock Option Rules”). Under the Stock Option Rules and other relevant
rules and regulations, PRC residents who participate in stock incentive plan in an overseas
publicly-listed company are required to register with the SAFE or its local branches and
complete certain other procedures. Participants of a stock incentive plan who are PRC residents
must retain a qualified PRC agent, which could be a PRC subsidiary of the overseas
publicly-listed company or another qualified institution selected by the PRC subsidiary, to
conduct the SAFE registration and other procedures with respect to the stock incentive plan on
behalf of its participants. The participants must also retain an overseas entrusted institution to
handle matters in connection with their exercise of stock options, the purchase and sale of
corresponding stocks or interests and fund transfers. In addition, the PRC agent is required to
amend the SAFE registration with respect to the stock incentive plan if there is any material
change to the stock incentive plan, the PRC agent or the overseas entrusted institution or other
material changes. We and our PRC employees who have been granted share options will be
subject to these regulations upon the completion of the Global Offering. Failure of our PRC
share option holders to complete their SAFE registrations may subject these PRC residents and
us to fines and legal sanctions or otherwise materially and adversely affect our business,
financial condition and results of operations.

It may be difficult to effect service of process upon our Directors or executive officers who
live in the PRC or to enforce in the PRC any judgments obtained from non-PRC courts.

Substantially all of our operations are conducted in the PRC. As of the Latest Practicable Date,
the majority of our executive Directors and senior management personnel resided within the
PRC, and all of our assets and of such persons were located in the PRC. Therefore, it may not
be possible for investors to effect service of process upon such persons in the PRC or to enforce
against us or such persons in the PRC any judgments obtained from non-PRC courts. The PRC
does not have treaties or arrangements providing for the recognition and enforcement of civil
judgments of the courts of the United Kingdom, the United States or other western countries.
Therefore, recognition and enforcement in the PRC of judgments obtained in such jurisdictions
may be difficult. On July 14, 2006, the PRC and Hong Kong signed the Arrangement on
Reciprocal Recognition and Enforcement of Judgments in Civil and Commercial Matter by the
Courts of the Mainland and of the Hong Kong Special Administrative Region pursuant to
Choice of Court Agreements Between Parties Concerned (B 72 A1 - B 7 5 4 il 4 7 8K 16w 125 B B
AHER T FNBAT 8 S A\ s B RE ) R F R E)  (the “2006 Arrangement”). The
enforceable final judgments in favor of monetary requirements granted by Hong Kong courts
are recognized by PRC courts pursuant to such arrangement.

— 58 —



RISK FACTORS

On January 18, 2019, the PRC and Hong Kong signed the Arrangement on Reciprocal
Recognition and Enforcement of Judgments in Civil and Commercial Matters by the Courts of
the Mainland and of the Hong Kong Special Administrative Region (B PA b B 15 45 Fll 47 1
V% AR B RE T FISAT R P H AR ZHE)  (the “2019 Arrangement”). The 2019
Arrangement stipulates the scope and particulars of judgments, the procedures and ways of the
application for recognition or enforcement, the review of the jurisdiction of the court that
issued the original judgment, the circumstances where the recognition and enforcement of a
judgment shall be refused, and the approaches towards remedies, among others. The 2019
Arrangement shall apply to any judgment made on or after its effective date by the courts of
both sides. The 2006 Arrangement shall be terminated on the same day when the 2019
Arrangement comes into effect. If a “written choice of court agreement” has been signed by
parties according to the 2006 Arrangement prior to the effective date of the 2019 Arrangement,
the 2006 Arrangement shall still apply. Although the 2019 Arrangement has been signed, its
effective date has yet to be announced. Therefore, there are still uncertainties about the
outcomes and effectiveness of enforcement or recognition of judgments under the 2019
Arrangement.

Dividends payable by us to our foreign investors and gain on the sale of our Shares may
become subject to taxes under PRC tax laws.

Under the Enterprise Income Tax Law issued by the Standing Committee of the National
People’s Congress and its implementation rules issued by the State Council, PRC income tax
at the rate of 10% is applicable to dividends payable to investors that are deemed “non-resident
enterprises”; in other words, those who do not have an establishment or place of business in
China, or who have such an establishment or place of business but whose relevant income is
not effectively connected with the establishment or place of business, to the extent such
dividends are sourced from within China. Similarly, any gain realized on the transfer of Shares
by such investors is also subject to 10% PRC income tax if such gain is regarded as income
derived from sources within China. If we are considered a PRC “resident enterprise”, it is
unclear whether dividends we pay with respect to our Shares, or the gain our Shareholders may
realize from the transfer of our Shares, will be treated as income derived from sources within
China and be subject to PRC tax. If we are required under the Enterprise Income Tax Law to
withhold PRC income tax on dividends payable to our non-PRC investors that are “non-
resident enterprises”, or if our Shareholders are required to pay PRC income tax on the transfer
of our Shares, the value of our Shareholders’ investment in our Shares may be materially
adversely affected.

If we are classified as a PRC “resident enterprise”, we would be subject to PRC income
tax at the rate of 25% on our worldwide income and 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 implementation rules, if an enterprise incorporated outside the PRC
has its “de facto management bodies” located within the PRC, such enterprise may be
recognized as a PRC tax resident enterprise and be subject to the unified enterprise income tax
rate of 25% on its worldwide income. Under the implementation rules for the EIT Law, “de
facto management bodies” is defined as the bodies that have material and overall management
control over the business, personnel, accounts and properties of an enterprise. Since all of our
management is currently located in the PRC, we may be recognized as a PRC tax resident
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enterprise for the purpose of the EIT Law and therefore we would be subject to PRC income
tax at the rate of 25% on our worldwide income. In such event, our income tax expenses may
increase significantly and our net profit and profit margin could be materially and adversely
affected.

In addition, pursuant to the EIT Law and its implementation rules, a 10% withholding tax is
levied on dividends declared to foreign investors from the foreign investment enterprises
established in Mainland China. The requirement is effective from January 1, 2008 and applies
to earnings after December 31, 2007. A lower withholding tax rate may be applied if there is
a tax treaty between the PRC and the jurisdiction of the foreign investors. For our Group, the
applicable withholding tax rate is 10%. Therefore, if we are recognized as a PRC tax resident
enterprise, foreign investors may be subject to a PRC withholding tax upon dividends
distributed by us or upon gains from the sale of our Shares.

PRC regulations relating to the establishment of offshore special purpose companies by
PRC residents may subject our PRC resident Shareholders to personal liability and limit
our ability to inject capital into our PRC subsidiaries, limit our PRC subsidiaries’ ability
to distribute profits to us, or otherwise adversely affect our financial position.

SAFE has promulgated the Circular of the SAFE on Foreign Exchange Administration of
Overseas Investment and Financing and Round-Trip Investments by Domestic Residents via
Special Purpose Vehicles ([ %<4 e/ 3 J5) BRI 53 1A J BAE 8 A 3K H 19 28 Rl 55 A MR R E JORTRE
& M HA B I RER)3E AT) (the “SAFE Circular 377), effective on July 4, 2014, that
require PRC residents to register with local branches of SAFE in connection with their direct
establishment or indirect control of an offshore entity, for the purpose of overseas investment
and financing, with such PRC residents’ legally owned assets or equity interests in domestic
enterprises or offshore assets or interests, referred to in SAFE Circular 37 as a “special purpose
vehicle”. The term “control” under SAFE Circular 37 is broadly defined as the operation rights,
beneficiary rights or decision-making rights acquired by the PRC residents in the offshore
special purpose vehicles by such means as acquisition, trust, proxy, voting rights, repurchase,
convertible bonds or other arrangements. SAFE Circular 37 further requires amendment to the
registration in the event of any significant changes with respect to the special purpose vehicle,
such as increase or decrease of capital contributed by PRC individuals, share transfer or
exchange, merger, division or other material event.

We may not be informed of the identities of all the PRC residents holding direct or indirect
interest in our Company, and we cannot provide any assurances that these PRC residents will
comply with our request to make or obtain any applicable registrations or comply with other
requirements required by SAFE Circular 37 or other related rules. The failure or inability of
our PRC resident Shareholders to make any required registrations or comply with other
requirements under SAFE Circular 37 and other related rules may subject such PRC residents
or our PRC subsidiaries to fines and legal sanctions and may also limit our ability to contribute
additional capital into or provide loans to (including using the proceeds from the Global
Offering) our PRC subsidiaries, limit our PRC subsidiaries’ ability to pay dividends or
otherwise distribute profits to us, or otherwise adversely affect our financial position.
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We face uncertainties with respect to indirect transfers of equity interests in PRC resident
enterprises by their non-PRC holding companies.

In October 2017, the State Administration of Taxation (the “SAT”) issued the Bulletin on
Issues Concerning the Withholding of Non-PRC Resident Enterprise Income Tax at Source ([
KR K )= B I J& R AR ZEPT A5 B0 IR SR Fn4i B B E RS A ) (the “Bulletin 37”), amended on
June 15, 2018, which replaced the Notice on Strengthening Administration of Enterprise
Income Tax for Share Transfers by Non-PRC Resident Enterprises (15 ZBiH5 4 5 B i i i& IF
S A 2 A e o A5 A 2E T A B BEAY 4 AT issued by the SAT on December 10, 2009 and
partially replaced and supplemented rules under the Bulletin on Issues of Enterprise Income
Tax on Indirect Transfers of Assets by Non-PRC Resident Enterprises (B Z 815548 J5 B it JE J&
R AR SE R I P AR ST A3 B T B 2 45) (the “Bulletin 7).

Pursuant to Bulletin 7, an “indirect transfer” of PRC assets, including a transfer of equity
interests in an unlisted non-PRC holding company controlling a PRC resident enterprise, by
non-PRC resident enterprises may be re-characterized and treated as a direct transfer of the
underlying PRC assets, if such arrangement does not have a reasonable commercial purpose
and was established for the purpose of avoiding payment of PRC enterprise income tax. As a
result, gains derived from such indirect transfer may be subject to PRC enterprise income tax.
According to Bulletin 7, “PRC taxable assets”, which include assets attributed to an
establishment in China, immovable properties located in China, equity investments in PRC
resident enterprises and any gains from the transfer of such assets by a direct holder who is a
non-PRC resident enterprise, would be subject to PRC enterprise income taxes.

When determining whether there is a “reasonable commercial purpose” in a transaction
arrangement, features to be taken into consideration include: (i) whether the main value of the
equity interest of the relevant offshore enterprise derives from PRC taxable assets; (ii) whether
the assets of the relevant offshore enterprise mainly consist of direct or indirect investments in
China or if its income mainly derives from China; (iii) whether the offshore enterprise and its
subsidiaries directly or indirectly holding PRC taxable assets have a commercial nature
evidencing by their actual function and risk exposure; (iv) the duration of shareholders,
existence of the business model and organizational structure; (v) the information about the
payment of income tax due outside the PRC on the indirect transfer of PRC taxable property;
(vi) the substitutability of the transaction by direct transfer of PRC taxable assets; and (vii) the
tax situation of such indirect transfer and applicable tax treaties or similar arrangements.

In the case of an indirect offshore transfer of assets of a PRC establishment, the resulting gain
is to be included with the enterprise income tax filing of the PRC establishment or place of
business being transferred, and may consequently be subject to PRC enterprise income tax at
a rate of 25%. Where the underlying transfer relates to immovable properties located in China
or to equity investments in a PRC resident enterprise, which is not related to a PRC
establishment or place of business of a non-resident enterprise, a PRC enterprise income tax
of 10% would apply, and the party who is obligated to make the transfer payments has the
withholding obligation.

Pursuant to Bulletin 37, the withholding agent must declare and pay the withheld tax to the
competent tax authority in the place where such withholding agent is located within seven days
from the date of occurrence of the withholding obligation, while in the event that the
withholding agent fails to withhold the tax due or withhold the tax due in full, the transferor
is required to declare and pay such tax to the competent tax authority within the statutory time
limit according to Bulletin 7. Late payment of applicable tax will subject the transferor to
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default interest. Both Bulletin 37 and Bulletin 7 do not apply to transactions involving the sale
of shares by investors through a public stock exchange where such shares were acquired from
a transaction through a public stock exchange.

There is uncertainty as to the application of Bulletin 37 or previous rules under Bulletin 7. We
face uncertainties as to the reporting and other implications of certain past and future
transactions where PRC taxable assets are involved, such as offshore restructuring, or the sale
of the shares in our offshore subsidiaries or investments. Our Company may be subject to filing
obligations or taxes if our Company is the transferor in such transactions, and may be subject
to withholding obligations if our Company is the transferee in such transactions, under Bulletin
37 and Bulletin 7. For transfers of shares in our Company by investors that are non-PRC
resident enterprises, our PRC subsidiaries may be requested to assist with the filing under
Bulletin 37 and Bulletin 7. As a result, we may be required to expend valuable resources to
comply with Bulletin 37 and Bulletin 7 or to request the relevant transferors from whom we
purchase taxable assets to comply with these Bulletins, or to establish that our Company should
not be taxed under these Bulletins, which may have a material adverse effect on our financial
condition and results of operations.

As a foreign company, our acquisitions of Chinese domestic companies may take a longer
time and be subject to higher levels of scrutiny by the PRC Government. In addition, the
approval of CSRC may be required in connection with the Global Offering. Any
requirement to obtain prior CSRC approval could delay, or create uncertainties
regarding, the Global Offering, and our failure to obtain this approval, if required, could
have a material adverse effect on our business, operating results, reputation and trading
price of our Shares.

On August 8, 2006, the MOFCOM, the SAIC, SAT, the SAFE, the State-owned Assets
Supervision and Administration Commission of the State Council and the China Securities
Regulatory Commission (the “CSRC”) jointly promulgated the Regulations on Mergers and
Acquisitions of Domestic Companies by Foreign Investors (B 7S 4% & 3 B35 (A 4 2E AT A
E) (the “M&A Rules”) which govern the approval process by which a PRC domestic entity’s
assets or equity interests may be required. These rules became effective on September 8, 2006
and were revised and reissued by MOFCOM in June 2009. The M&A Rules established
additional procedures and requirements including, but not limited to, the requirement that
foreign investors must obtain relevant approvals when they acquire equity or assets of a
Chinese domestic enterprise through a cross-border share swap. It is generally expected that
compliance with the regulations will be more time-consuming and costly than in the past and
will result in a more extensive evaluation by the PRC Government and increased control over
the terms of the transaction. Therefore, acquisitions in China by non-Chinese entities may face
difficulties in completion because the terms of the transaction may not satisfy terms required
by regulatory authorities in the approval process. Should we decide to acquire a Chinese
company, the execution of our acquisition plans may become more time-consuming, complex
and uncertain, and as a result, our growth prospects would be adversely affected.

In addition, the M&A Rules purport, among other things, to require that offshore SPVs that are
controlled by PRC companies or individuals and that have been formed for overseas listing
purposes through acquisitions of PRC domestic interest held by such PRC companies or
individuals to obtain the approval of the CSRC prior to publicly listing their securities on an
overseas stock exchange. On September 2006, the CSRC published a notice on its official
website specifying documents and materials required to be submitted to it by offshore SPVs
seeking CSRC approval of their overseas listings. While the application of the M&A Rules
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remains unclear, our PRC Legal Adviser has advised us that based on their understanding of
the current PRC laws, rules and regulations and the M&A Rules, prior approval from the CSRC
is not required under the M&A Rules for the listing and trading of our Shares on the Stock
Exchange given that (i) we established our PRC subsidiaries by means of direct investment
other than by merger or acquisition of any equity interest or assets of a PRC domestic company
owned by PRC companies or individuals as defined under the M&A Rules that are our
beneficial owners after the effective date of the M&A Rules; and (ii) no Regulated Activities
were involved in our Reorganization under the M&A Rules.

However, our PRC Legal Adviser has further advised us uncertainties still exist as to how the
M&A Rules will be interpreted and implemented and their opinions summarized above are
subject to any new laws, rules and regulations or detailed implementations and interpretations
in any form relating to the M&A Rules. If the CSRC or another PRC regulatory agency
subsequently determines that prior CSRC approval was required, we may face regulatory
actions or other sanctions from the CSRC or other PRC regulatory agencies. These regulatory
agencies may impose fines and penalties on our operations, limit our operating privileges,
delay or restrict the repatriation of the proceeds from the Global Offering into the PRC or
payment or distribution of dividends by our PRC subsidiaries, or take other actions that could
materially adversely affect our business, financial condition, results of operations, reputation
and prospects, as well as the trading price of our Shares. The CSRC or other PRC regulatory
agencies also may take actions requiring us, or making it advisable for us, to halt the Global
Offering before settlement and delivery of our Shares offered hereby. Consequently, if you
engage in market trading or other activities in anticipation of and prior to settlement and
delivery of our Shares, you do so at the risk that settlement and delivery may not occur. In
addition, if the CSRC later requires that we obtain its approval for the Global Offering, we may
be unable to obtain a waiver of CSRC approval requirements, if and when procedures are
established to obtain such a waiver. Any uncertainties or negative publicity regarding CSRC
approval requirements could have a material adverse effect on the trading price of our Shares.

RISKS RELATING TO THE GLOBAL OFFERING

There has been no prior public market for our Shares, therefore, their market price may
be volatile and an active trading market in our Shares may not develop.

Prior to completion of the Global Offering, there has been no public market for our Shares.
There can be no guarantee that an active trading market for our Shares will develop or be
sustained after completion of the Global Offering. The Offer Price is the result of negotiations
between our Company and the Joint Global Coordinators (for themselves and on behalf of the
Underwriters), which may not be indicative of the price at which our Shares will be traded
following completion of the Global Offering. The market price of our Shares may drop below
the Offer Price at any time after completion of the Global Offering.

The trading price of our Shares may be volatile, which could result in substantial losses
to you.

The trading price of our Shares may be volatile and could fluctuate widely in response to
factors beyond our control, including general market conditions of the securities markets in
Hong Kong, China, the United States and elsewhere in the world. In particular, the performance
and fluctuation of the market prices of other companies with business operations located
mainly in China that have listed their securities in Hong Kong may affect the volatility in the
price of and trading volumes for our Shares. A number of PRC-based companies have listed
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their securities, and some are in the process of preparing for listing their securities in Hong
Kong. Some of these companies have experienced significant volatility, including significant
price declines after their initial public offerings. The trading performances of the securities of
these companies at the time of or after their offerings may affect the overall investor sentiment
towards PRC based companies listed in Hong Kong and consequently may impact the trading
performance of our Shares. These broad market and industry factors may significantly affect
the market price and volatility of our Shares, regardless of our actual operating performance.

The actual or perceived sale of availability for sale of substantial amounts of our Shares,
especially by our Directors and Controlling Shareholders, could adversely affect the
market price of our Shares.

Future sales of a substantial number of our Shares, especially by our Directors, executive
officers and Controlling Shareholders, or the perception or anticipation of such sales, could
negatively impact the market price of our Shares in Hong Kong and our ability to raise equity
capital in the future at a time and price that we deem appropriate.

The Shares held by our Controlling Shareholders are subject to certain lock-up periods
beginning on the date on which trading in our Shares commences on the Stock Exchange.
While we currently are not aware of any intention of such persons to dispose of significant
amounts of their Shares after the expiry of the lock-up periods, we cannot assure you that they
will not dispose of any Shares they may own now or in the future.

Our Controlling Shareholders may exert substantial influence over us and may not act in
the best interests of our minority Shareholders.

Immediately upon completion of the Global Offering (assuming the Over-allotment Option is
not exercised, no Shares are awarded under the Post-IPO Share Award Scheme and no options
are granted under the Post-IPO Share Option Scheme), our Controlling Shareholders will
beneficially own approximately 72.19% of our issued Shares. Our Controlling Shareholders
will be in a position to exert significant influence over the affairs of our Company and will be
able to influence the outcome of any shareholders’ ordinary resolutions, irrespective of how
other shareholders vote. The interests of our Controlling Shareholders may not necessarily be
aligned with the interests of our Shareholders as a whole, and this concentration of ownership
may also have the effect of delaying, deferring or preventing a change in control of our
Company.

You will incur immediate and substantial dilution and may experience further dilution in
the future.

As the Offer Price of our Shares is higher than the net tangible book value per Share of our
Shares immediately prior to the Global Offering, purchasers of our Shares in the Global
Offering will experience an immediate dilution. If we issue additional Shares in the future,
purchasers of our Shares in the Global Offering may experience further dilution in their
shareholding percentage.
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There can be no assurance of the accuracy or completeness of certain facts, forecasts and
other statistics obtained from various government publications, market data providers
and other independent third-party sources, including the industry experts reports,
contained in this document.

This document, particularly the section headed “Industry overview”, contains information and
statistics relating to the TV/film, education and other related industries. Such information and
statistics have been derived from third-party reports commissioned by us, various government
publications and other publicly available sources. We believe that the sources of the
information are appropriate sources for such information, and we have taken reasonable care
in extracting and reproducing such information. However, we cannot guarantee the quality or
reliability of such source materials. The information has not been independently verified by us,
the Joint Global Coordinators, the Joint Sponsors, the Joint Bookrunners, the Joint Lead
Managers, the Underwriters or any other party involved in the Global Offering, and no
representation is given as to its accuracy. Collection methods of such information may be
flawed or ineffective, or there may be discrepancies between published information and market
practice, which may result in the statistics included in this document being inaccurate or not
comparable to statistics produced for other economies. You should therefore not place undue
reliance on such information. In addition, we cannot assure you that such information is stated
or compiled on the same basis or with the same degree of accuracy as similar statistics
presented elsewhere. In any event, you should consider carefully the importance placed on such
information or statistics.

Waivers have been granted from compliance with certain requirements of the Listing
Rules by the Stock Exchange. Shareholders will not have the benefit of the Listing Rules
that are so waived. These waivers could be revoked, exposing us and our Shareholders to
additional legal and compliance obligations.

We have applied for, and the Stock Exchange has granted to us, a number of waivers from strict
compliance with the Listing Rules. See “Waivers from strict compliance with the Listing
Rules” for further details. There is no assurance that the Stock Exchange will not revoke any
of these waivers granted or impose certain conditions on any of these waivers. If any of these
waivers were to be revoked or to be subject to certain conditions, we may be subject to
additional compliance obligations, incur additional compliance costs and face uncertainties
arising from issues of multi-jurisdictional compliance, all of which could adversely affect us
and our Shareholders.

You may face difficulties in protecting your interests under Cayman Islands law.

Our corporate affairs are governed by, among other things, our Memorandum and Articles and
the Cayman Companies Law and common law of the Cayman Islands. The rights of
Shareholders to take action against our Directors, actions by minority Shareholders and the
fiduciary responsibilities of our Directors to us under Cayman Islands law are to a large extent
governed by the common law of the Cayman Islands. The common law of the Cayman Islands
is derived in part from comparatively limited judicial precedent in the Cayman Islands as well
as that from English common law, which has persuasive, but not binding, authority on a court
in the Cayman Islands. The laws of the Cayman Islands relating to the protection of the
interests of minority shareholders differ in some respects from those in other jurisdictions.
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This document contains forward-looking statements relating to our plans, objectives,
expectations and intentions, which may not represent our overall performance for periods
of time to which such statements relate.

This document contains certain statements and information that are forward-looking and uses
forward-looking terminology such as “anticipate”, “believe”, “could”, “going forward”,
“intend”, “plan”, “project”, “seek”, “expect”, “may”, “ought to”, “should”, “would” or “will”
and similar expressions. You are cautioned that reliance on any forward-looking statement
involves risks and uncertainties and that any or all of those assumptions could prove to be
inaccurate and as a result, the forward-looking statements based on those assumptions could
also be incorrect. In light of these and other risks and uncertainties, the inclusion of
forward-looking statements in this document should not be regarded as representations or
warranties by us that our plans and objectives will be achieved and these forward-looking
statements should be considered in light of various important factors, including those set forth
in this section.

Subject to the requirements of the Listing Rules, we do not intend to publicly update or
otherwise revise the forward-looking statements in this document, whether as a result of new
information, future events or otherwise. As a result of these and other risks, uncertainties and
assumptions, the forward-looking events and circumstances discussed in this document might
not occur in the way we expect, or at all. Accordingly, you should not place undue reliance on
any forward-looking information. All forward-looking statements in this document are
qualified by reference to this cautionary statement.

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.

We strongly caution you not to rely on any information contained in press articles or other
media regarding us and the Global Offering. Prior to the publication of this document, there
has been press and media coverage regarding us and the Global Offering. Such press and media
coverage may include references to certain information that does not appear in this document,
including certain operating and financial information and projections, valuations and other
information. We have not authorized the disclosure of any such information in the press or
media and do not accept any responsibility for any such press or media coverage or the
accuracy or completeness of any such information or publication. We make no representation
as to the appropriateness, accuracy, completeness or reliability of any such information or
publication. To the extent that any such information is inconsistent or conflicts with the
information contained in this document, we disclaim responsibility for it and you should not
rely on such information.
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In preparation for the Listing, we have sought the following waivers from strict compliance
with the relevant provisions of the Listing Rules:

WAIVER IN RESPECT OF MANAGEMENT PRESENCE IN HONG KONG

Pursuant to Rule 8.12 of the Listing Rules, an issuer must have a sufficient management
presence in Hong Kong. This will normally mean that at least two of its executive directors
must be ordinarily resident in Hong Kong. We do not have sufficient management presence in
Hong Kong for the purposes of Rule 8.12 of the Listing Rules.

The Group’s management headquarters, senior management, business operations and assets are
primarily based outside Hong Kong, in China. The Directors consider that the appointment of
executive Directors who will be ordinarily resident in Hong Kong would not be beneficial to,
or appropriate for, the Group and therefore would not be in the best interests of the Company
or the Shareholders as a whole.

Accordingly, we have applied for, and the Stock Exchange has granted, a waiver from strict
compliance with Rule 8.12 of the Listing Rules on the basis that we will have proper
arrangements to maintain regular communication with the Stock Exchange. We will ensure that
there is an effective channel of communication between us and the Stock Exchange by way of
the following arrangements:

(a) pursuant to Rule 3.05 of the Listing Rules, we have appointed and will continue to
maintain two authorized representatives who shall act at all times as the principal channel
of communication with the Stock Exchange. Each of our authorized representatives will
be readily contactable by the Stock Exchange by telephone, facsimile and/or e-mail to
deal promptly with enquiries from the Stock Exchange. Both of our authorized
representatives are authorized to communicate on our behalf with the Stock Exchange. At
present, our two authorized representatives are Mr. Pu and Mr. Sun Haitao (“Mr. Sun”);

(b) pursuant to Rule 3.20 of the Listing Rules, each Director will provide their contact
information to the Stock Exchange and to the authorized representatives. This will ensure
that the Stock Exchange and the authorized representatives have means for contacting all
Directors promptly at all times as and when required;

(c) we will ensure that each Director who is not ordinarily resident in Hong Kong possesses
or can apply for valid travel documents to visit Hong Kong and can meet with the Stock
Exchange within a reasonable period; and

(d) pursuant to Rule 3A.19 of the Listing Rules, we have retained the services of SPDB
International Capital Limited as compliance adviser (the “Compliance Adviser”), who
will act as an additional channel of communication with the Stock Exchange. The
Compliance Adviser will provide our Company with professional advice on ongoing
compliance with the Listing Rules. We will ensure that the Compliance Adviser has
prompt access to our Company’s authorized representatives and Directors. In turn, they
will provide the Compliance Adviser with such information and assistance as the
Compliance Adviser may need or may reasonably request in connection with the
performance of the Compliance Adviser’s duties. The Compliance Adviser will also
provide advice to our Company when consulted by our Company in compliance with Rule
3A.23 of the Listing Rules.
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WAIVER IN RESPECT OF JOINT COMPANY SECRETARIES

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

Pursuant to Note 1 to Rule 3.28 of the Listing Rules, the Stock Exchange considers the
following academic or professional qualifications to be acceptable:

(i) a member of The Hong Kong Institute of Chartered Secretaries;

(i1) a solicitor or barrister as defined in the Legal Practitioners Ordinance (Chapter 159 of the
Laws of Hong Kong); and

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

Pursuant to Note 2 to Rule 3.28 of the Listing Rules, in assessing “relevant experience”, the
Stock Exchange will consider the individual’s:

(i) length of employment with the issuer and other issuers and the roles they played;

(i1) familiarity with the Listing Rules and other relevant law and regulations including the
Securities and Futures Ordinance, Companies Ordinance, Companies (Winding Up and
Miscellaneous Provisions) Ordinance and the Takeovers Code;

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

(iv) professional qualifications in other jurisdictions.

Our Company appointed Mr. Sun and Ms. Chow Yuk Yin Ivy (“Ms. Chow”), of Tricor Services
Limited, as joint company secretaries. See “Directors and senior management — Joint company
secretaries” for their biographies.

Ms. Chow is a member and fellow of both The Hong Kong Institute of Chartered Secretaries
and The Institute of Chartered Secretaries and Administrators in the United Kingdom, and
therefore meets the qualification requirements under Rule 3.28 Note 1 of the Listing Rules and
is in compliance with Rule 8.17 of the Listing Rules.

While Mr. Sun does not possess the formal qualifications required of a company secretary, we
have applied for, and the Stock Exchange has granted, a waiver from strict compliance with
Rules 3.28 and 8.17 of the Listing Rules for a three year period from the Listing Date subject
to the condition that Ms. Chow is appointed as a joint company secretary to assist Mr. Sun in
discharging his functions as a company secretary and in gaining the relevant experience as
required under Rule 3.28 of the Listing Rules. The waiver will be revoked immediately if Ms.
Chow, during the three year period, ceases to provide assistance to Mr. Sun. We will also adopt
the following arrangements:
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(a)

(b)

(©

(d)

Ms. Chow will work closely with and provide assistance to Mr. Sun in the discharge of
his duties as a company secretary, so as to enable Mr. Sun to acquire the “relevant
experience” as is required under Rule 3.28 of the Listing Rules;

Mr. Sun will comply with the requirement under Rule 3.29 of the Listing Rules to attend
relevant professional training, so as to gain familiarity with the Listing Rules and other
relevant Hong Kong laws and regulations;

the Company will ensure that Mr. Sun and Ms. Chow have access to relevant training,
support and advice from our compliance adviser (appointed pursuant to Rule 3A.19 of the
Listing Rules) and our Company’s legal and professional advisers, who can provide
professional guidance to us and our joint company secretaries as to compliance with the
Listing Rules and all other applicable laws and regulations; and

prior to the end of the initial three year period, the qualifications and experience of Mr.
Sun will be re-evaluated to determine whether, having benefited from the assistance of
Ms. Chow, Mr. Sun has acquired the “relevant experience” within the meaning of Rule
3.28 of the Listing Rules so that a further waiver will not be necessary.

WAIVER IN RESPECT OF CONTINUING CONNECTED TRANSACTIONS

We have entered into, and expect to continue, certain transactions that will constitute
partially-exempt and non-exempt continuing connected transactions of our Company under the
Listing Rules upon Listing. Accordingly, we have applied to the Stock Exchange for, and the
Stock Exchange has granted, waivers from strict compliance with Chapter 14A of the Listing
Rules. See “Connected transactions” for more details.
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DIRECTORS’ RESPONSIBILITY FOR THE CONTENTS OF THIS DOCUMENT

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

INFORMATION ON THE GLOBAL OFFERING

You should rely only on the information contained in this document and the Application Forms
to make your investment decision. We have not authorized anyone to provide you with
information that is different from what is contained in this document. Any information or
representation not made in this document must not be relied on by you as having been
authorized by us, the Joint Sponsors, the Joint Global Coordinators, the Joint Bookrunners, the
Joint Lead Managers, any of the Underwriters, any of our or their respective directors, officers,
employees, agents, advisers or representatives or any other parties involved in the Global
Offering. Neither the delivery of this document nor any offering, sale or delivery made in
connection with the Offer Shares should, under any circumstances, constitute a representation
that there has been no change or development reasonably likely to involve a change in our
affairs since the date of this document or imply that the information contained in this document
is correct as of any date subsequent to the date of this document.

Details of the structure of the Global Offering, including its conditions, are set out in the
section headed “Structure of the Global Offering”, and the procedures for applying for the
Hong Kong Public Offer Shares are set out in the section headed “How to apply for Hong Kong
Public Offer Shares” and in the relevant Application Forms.

UNDERWRITING

For applicants under the Hong Kong Public Offering, this document and the Application Forms
set out the terms and conditions of the Hong Kong Public Offering.

This document is published solely in connection with the Hong Kong Public Offering, which
forms part of the Global Offering. The Global Offering comprises the Hong Kong Public
Offering of initially 40,000,000 Shares and the International Offering of initially 360,000,000
Shares (subject, in each case, to reallocation on the basis referred to under the section headed
“Structure of the Global Offering”, and without taking into account the Over-allotment
Options, the Shares to be issued pursuant to awards under the Post-IPO Share Award Scheme
and the Shares to be issued pursuant to the exercise of options under the Post-IPO Share Option
Scheme).

The listing of, and permission to deal in, the Shares on the Stock Exchange is sponsored by the
Joint Sponsors. Pursuant to the Hong Kong Underwriting Agreement, the Hong Kong Public
Offering is fully underwritten by the Hong Kong Underwriters on a conditional basis. The
International Offering is expected to be fully underwritten by the International Underwriters
under the terms of the International Underwriting Agreement. The Global Offering is managed
by the Joint Global Coordinators.
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The Offer Price is expected to be fixed by agreement among the Joint Global Coordinators (for
themselves and on behalf of the Underwriters) and us on the Price Determination Date. The
Price Determination Date is expected to be on or around Wednesday, July 8, 2020 and, in any
event, not later than 6:00 p.m. on Monday, July 13, 2020. If, for any reason, the Offer Price
is not agreed among us and the Joint Global Coordinators (for themselves and on behalf of the
Underwriters), the Global Offering will not proceed. For further details about the Underwriters
and the underwriting arrangements, please refer to the section headed “Underwriting” in this
document.

RESTRICTIONS ON OFFERS AND SALES OF SHARES

We offer the Hong Kong Public Offer Shares solely on the basis of the information contained
and representations made in this document and the Application Forms and on the terms and
subject to the conditions contained in this document and the Application Forms.

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

No action has been taken to permit a public offering of the Offer Shares or the general
distribution of this document and/or the Application Forms in any jurisdiction other than in
Hong Kong. Accordingly, without limitation to the following, this document may not be used
for the purposes 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 authorized or to any person to whom
it is unlawful to make such an offer or invitation. The distribution of this document and the
offering 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 and
pursuant to registration with or authorization by the relevant securities regulatory authorities
or an exemption therefrom. In particular, the Hong Kong Public Offer Shares have not been
publicly offered or sold, directly or indirectly, in the PRC or the United States.

APPLICATION FOR LISTING ON THE STOCK EXCHANGE

The Listing is sponsored by the Joint Sponsors. We have applied to the Listing Committee for
the granting of the listing of, and permission to deal in, the Shares in issue and to be issued
pursuant to the Global Offering (including any Shares which may be issued pursuant to the
exercise of the Over-allotment Option), the Shares to be issued pursuant to awards under the
Post-IPO Share Award Scheme and the Shares to be issued pursuant to the exercise of options
granted under the Post-IPO Share Option Scheme.

Save as disclosed in this document, no part of our share capital is listed on or dealt in on any
other stock exchange and no such listing or permission to list is being or proposed to be sought
on the Stock Exchange or any other stock exchange as of the date of this document. All the
Offer Shares will be registered on our register of members to be maintained by the Hong Kong
Share Registrar of our Company in order to enable them to be traded on the Stock Exchange.

71 =



INFORMATION ABOUT THIS DOCUMENT AND THE GLOBAL OFFERING

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, our Shares on the Stock Exchange is refused before the expiration
of three weeks from the date of the closing of the application lists, or such longer period (not
exceeding six weeks) as may, within the said three weeks, be notified to our Company by or
on behalf of the Stock Exchange.

COMMENCEMENT OF DEALINGS IN THE SHARES

Assuming that the Hong Kong Public Offering becomes unconditional at or before 8:00 a.m.
in Hong Kong on Wednesday, July 15, 2020, it is expected that dealings in our Shares on the
Stock Exchange will commence at 9:00 a.m. on Wednesday, July 15, 2020. The Shares will be
traded in board lots of 1,000 Shares each, the stock code of the Shares will be 1981.

PROFESSIONAL TAX ADVICE RECOMMENDED

You should consult your professional advisers if you are in any doubt as to the taxation
implications of subscribing for, purchasing, holding or disposing of, or dealing in, the Shares
or exercising any rights attaching to the them under the laws of Hong Kong and place of your
operations, domicile, residence, citizenship or incorporation. We emphasize that none of our
Company, the Joint Sponsors, the Joint Global Coordinators, the Joint Bookrunners, the Joint
Lead Managers, the Underwriters, any of our or their respective directors, officers, employees,
agents, advisers or representatives or any other parties involved in the Global Offering accepts
responsibility for any tax effects or liabilities resulting from your subscription for, purchasing,
holding or disposing of, or dealing in, the Shares or your exercise of any rights attaching to the
Shares.

HONG KONG BRANCH REGISTER AND STAMP DUTY

Our register of members holding Shares will be maintained by our principal share registrar,
Walkers Corporate Limited, in the Cayman Islands, and our register of members holding listed
Shares issued by us pursuant to applications made in the Hong Kong Public Offering will be
registered on our register of members to be maintained by the Hong Kong Share Registrar,
Tricor Investor Services Limited.

No stamp duty is payable by applicants in the Global Offering. Dealings in the Shares
registered in our Company’s register of members maintained in Hong Kong will be subject to
Hong Kong stamp duty in Hong Kong. The current ad valorem rate of Hong Kong stamp duty
is 0.1% on the higher of the consideration for or the market value of the Shares and it is charged
on the purchaser on every purchase and on the vendor on every sale of the Shares. In other
words, a total stamp duty of 0.2% is currently payable on a typical sale and purchase
transaction involving the Shares. Only Shares registered on our Hong Kong register of
members may be traded on the Stock Exchange.

STABILIZATION AND OVER-ALLOTMENT OPTION

Details of the arrangements relating to the Over-allotment Option and stabilization are set out
in the section headed “Structure of the Global Offering” in this document.
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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 our 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 date of commencement of dealings in the Shares on the Stock
Exchange or 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. Investors should seek
the advice of their stockbroker or other professional advisor for details of the settlement
arrangements as such arrangements may affect their rights and interests. All necessary
arrangements have been made for the Shares to be admitted into CCASS.

LANGUAGE

If there is any inconsistency between this document and the Chinese translation of this
document, this document shall prevail. Names of any laws and regulations, governmental
authorities, institutions, natural persons or other entities (including certain of our subsidiaries)
which have been translated into English and included in this document and for which no
official English translation exists are unofficial translations for your reference only.

EXCHANGE RATE

Unless otherwise specified, amounts denominated in RMB and US$ have been translated, for
the purpose of illustration only, into HK dollars or US$ in this document at the following
exchange rates: HK$1.00: RMB0.9150, US$1.00: HK$7.7500, and US$1.00: RMB7.0707. No
representation is made that any amounts in RMB or US$ were or could have been or could be
converted into HK dollars or US$ at such rates or any other exchange rates on such date or any
other date.

ROUNDING

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

OTHER

Unless otherwise specified, all references to any shareholdings in our Company following the
completion of the Global Offering assume that the Over-allotment Option is not exercised, and
do not take into account the Shares to be issued pursuant to awards under the Post-IPO Share
Award Scheme and the Shares to be issued pursuant to the exercise of options granted under
the Post-IPO Share Option Scheme.
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DIRECTORS

Name Address Nationality
Executive Directors

Mr. Pu Shulin (FHi#K) No. 3666, Hongjing Avenue Chinese
Jiangning District, Nanjing
Jiangsu, China

Mr. Sun Haitao (15 7) 11H, Block 1 Chinese
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5 Tai Hang Road, Hong Kong

Mr. Wu Ye (5 ) Room 1103, Building 15 Chinese
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Hebei, China
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See “Directors and senior management” for further details.
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PARTIES INVOLVED IN THE GLOBAL OFFERING

Joint Sponsors Macquarie Capital Limited
Level 18, One International Finance Centre
1 Harbour View Street
Central, Hong Kong

China Merchants Securities (HK) Co., Limited
48/F, One Exchange Square

8 Connaught Place

Central, Hong Kong

Joint Global Coordinators Macquarie Capital Limited
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Central, Hong Kong

China Merchants Securities (HK) Co., Limited
48/F, One Exchange Square
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Central, Hong Kong
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8 Connaught Place

Central, Hong Kong
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29/F One International Finance Centre
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CMB International Capital Limited
45/F, Champion Tower

3 Garden Road

Central, Hong Kong

ICBC International Capital Limited
37/F, ICBC Tower

3 Garden Road

Hong Kong
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Huatai Financial Holdings (Hong Kong) Limited
62/F The Center

99 Queen’s Road Central

Hong Kong

Haitong International Securities Company
Limited

22/F, Li Po Chun Chambers

189 Des Voeux Road Central

Hong Kong

Guotai Junan Securities (Hong Kong) Limited
27/F, Low Block

Grand Millennium Plaza

181 Queen’s Road Central

Hong Kong

Joint Lead Managers Macquarie Capital Limited
Level 18, One International Finance Centre
1 Harbour View Street
Central, Hong Kong

China Merchants Securities (HK) Co., Limited
48/F, One Exchange Square

8 Connaught Place

Central, Hong Kong

China International Capital Corporation
Hong Kong Securities Limited

29/F One International Finance Centre

1 Harbour View Street

Central, Hong Kong

CMB International Capital Limited
45/F, Champion Tower

3 Garden Road

Central, Hong Kong

ICBC International Securities Limited
37/F, ICBC Tower

3 Garden Road

Hong Kong

Huatai Financial Holdings (Hong Kong) Limited
62/F The Center

99 Queen’s Road Central

Hong Kong
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Legal advisers to the Company
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Haitong International Securities Company
Limited

22/F, Li Po Chun Chambers

189 Des Voeux Road Central

Hong Kong

Guotai Junan Securities (Hong Kong) Limited
27/F, Low Block

Grand Millennium Plaza

181 Queen’s Road Central

Hong Kong

As to Hong Kong and U.S. laws

Skadden, Arps, Slate, Meagher & Flom and
affiliates

42/F, Edinburgh Tower

The Landmark

15 Queen’s Road Central

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
Walkers (Hong Kong)
15/F

Alexandra House

18 Chater Road

Central, Hong Kong

As to Hong Kong and U.S. laws
Herbert Smith Freehills

23/F Gloucester Tower

15 Queen’s Road Central
Central, Hong Kong

As to PRC law

Tianyuan Law Firm

10/F, China Pacific Insurance Plaza
28 Fengsheng Lane

Xicheng District

Beijing, PRC
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No. 93 Jianguo Road
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This section contains certain information, statistics and data which are derived from official
government publications and industry sources as well as a commissioned report from Frost
& Sullivan, an Independent Third Party (the “Frost & Sullivan Report*). The information
Jfrom official government publications and the Frost & Sullivan Report may not be consistent
with information available from other sources within or outside the PRC and Hong Kong.

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 part has been omitted that would render such information false or misleading in
any material respect. Our Directors confirm that after making reasonable enquiries, there
is no adverse change in the market information that would qualify, contradict or have a
material impact on such information since the date of the Frost & Sullivan Report. However,
the information has not been independently verified by us, the Joint Sponsors, the Joint
Global Coordinators, the Joint Bookrunners, the Joint Lead Managers, the Underwriters or
any other party involved in the Global Offering and no representation is given as to its
accuracy.

SOURCES OF INFORMATION

We commissioned Frost & Sullivan, an independent market research consulting firm which is
principally engaged in the provision of market research consultancy services, to conduct a
detailed analysis of the media and arts education market and TV series production market in
China (collectively, the “Target Research Markets”).

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

The Frost & Sullivan Report was compiled based on the following assumptions: (i) China’s
economy is likely to maintain steady growth in the next decade; (ii) China’s social, economic
and political environment is likely to remain stable in the forecast period from 2019 to 2023;
and (iii) market drivers, such as Chinese families’ attention on education and spiritual life, the
support from PRC central and local governments, improved investment in private education
and TV/film industries in China, the increase of household income and wealth and per capita
expenditure on culture, sports and entertainment are likely to drive the PRC TV/film
production industry and PRC higher education market.

Frost & Sullivan is an independent global consulting firm that offers industry research and
market strategies. We are contracted to pay a fee of RMB1.24 million 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
document to provide our potential investors with a more comprehensive presentation of the
industries in which we operate.
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TV SERIES PRODUCTION IN CHINA
Overview of media industry in China

The media industry provides its viewing audience with a variety of content through channels
like TV, radio, print and the internet. The media industry has grown rapidly in China, with total
revenues increased from RMBI1,235.9 billion in 2014 to RMB2,096.0 billion in 2018,
representing a CAGR of 14.1%. It is expected to continue growing and to reach RMB3,220.0
billion in revenues in 2023, representing a CAGR of 9.0% from 2018. This growth is driven
by many factors, including (i) consumption upgrades, (ii) innovation in media technology, and
(iii) government support.

The media industry can be classified into several different sub-industries, including print media
(newspapers, magazines and books), recordings (magnetic tapes, CDs and DVDs), visual media
(TV series, web series, films, web films and variety shows), radio, internet and mobile internet.
Each sub-industry has its own content types, creative artists, technicians and business models.
The following chart presents the increase in total revenue of the media industry in China from
2014 to 2018 and the forecast for 2019 to 2023.

Total Revenue of Media Industry (China), 2014 — 2023E
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Web films are defined as films distributed through the internet and only broadcast online.
Different from traditional films, web films tend to have a wide variety of topics, more flexible
production schedules, and usually lower production costs. The total number of new web films
has witnessed significant growth in the past from 450 in 2014 to 1,523 in 2018, representing
a CAGR of 35.6%. The number peaked at 2,463 in 2016, and then declined gradually as a result
of online video platforms tending to focus more on quality rather than quantity so as to achieve
higher income per web film. In addition, after February 15, 2019, new web films with a total
investment of over RMB1 million are required to register with NRTA and only those who are
granted a record-filing number could be broadcasted after completion. Such new rules have had
an extensive influence on the number of new web films in 2019, resulting in a decrease in 2019.
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TV series production in China

The total revenue of TV series refers to the revenue generated from licensing fees from TV
stations and online video platforms. TV stations and online video platforms see TV series as
an important method to attract viewers. TV stations broadcast popular TV series during prime
time, while online video platforms put popular TV series at the most eye-catching locations on
their websites or mobile applications.

Value chain

Many players participate in the production of a TV series. TV series production companies seek
services of scriptwriters, directors, actors, suppliers of original copyrighted stories and
photography equipment to produce a TV series. Many post-production firms also assist in
fine-tuning final products that are then further distributed to TV stations and internet video
platforms before finally reaching the viewing audience. It is notable that online video platforms
have become a substantial distribution channel due to their rapidly growing audience base.

Set out below is a chart demonstrating the value chain of TV series market in China:

Value Chain of TV Series Market (China)
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Market size

TV series refer to scripted episodes that obtain the License for Distribution of TV Series (&
HLEIEE1THF I #%) including those released on TV stations and/or new media channels, while
web series refers to scripted episodes released only over the internet. Having enjoyed more
relaxed governmental approval policies than those of TV series, the total episodes of web series
in China increased from 2,358 episodes in 2014 to 4,145 episodes in 2018, representing a
CAGR of 15.1%. With the growing popularity of web series, the approval requirements of web
series are expected to become stricter, and the total episodes of web series are expected to have
a CAGR of 6.9% for 2018 to 2023. We had a total of 231 episodes broadcasted in 2019,
representing approximately 1.0% of the total episodes broadcasted in China for the same year.

China’s TV series market has been undergoing an evolution based on the Chinese government’s
imperative on improving the quality of domestic TV series. According to the NRTA, there were
18,728 TV series production firms as of the end of 2018. The market has stepped into a
development phase where quality improvements outstrip the increase in quantity.
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Total revenue from TV series increased largely from RMB15.6 billion in 2014 to RMB26.1
billion in 2018, representing a CAGR of 13.8% during the period. The increase in total revenue
from the TV series market was mainly due to an increase in the average selling price (“ASP”)
per episode, which grew from RMB1.0 million per episode in 2014 to RMB1.9 million per
episode in 2018, representing a CAGR of 18.2%.

Competition

Market participants diverge on their strategies of production. Some focus on volume, while
others emphasize quality and make sure each release will be well received by customers and
viewers. It is generally considered to be a bestselling TV series if (i) viewer ratings (Jf*)
are equal to or above 1.0%; or (ii) total view counts (&) equal to or above 5.0 billion
across all online video platforms in a single year. In 2017, 2018, and the first half of 2019, 37,
22 and 16 TV series released met such standard and are taken as the bestselling series by the
market. Among the total of 38 bestselling TV series released between January 1, 2018 and June
30, 2019, the top market leader produced 4 of them. The following chart illustrates the ranking
of the top five market players in terms of the number and episodes of bestselling TV series
produced in China between January 1, 2018 and June 30, 2019.

Top 5 Producers of Bestselling TV Series Market (China), 2018 — 2019 1H
TV Series Number of Episode of

Ranking Identity and Background

Group Bestselling TV Series Bestselling TV Series

A listed company focuses on TV series, web series,

! Cmp A TV shows, films, web game, and artists agency. & 2
5 Groun B A listed company focuses on TV series, web series, 4 2
- P cartoons, films, web game, and books selling.

3 GropE A private company focuses on TV series, web series, 3 171

and films.

A comprehensive media group, building on the
4 Our Group core business of TV/film production and media 3 169
and arts higher education.

A listed company focuses on TV series and web series, and films.

5 Group D 2 113
Top 5 16 916
Total 38 1,979

Market size by distribution channel

TV stations had enjoyed a dominant role as a traditional distribution channel of TV series, and
accounted for 70.0% of the total revenue of TV series market in 2014. With the rising
popularity of new media channels such as the internet and mobile internet, broadcasting via TV
station together with internet and mobile internet (49 5 ¥ #%) has become the main distribution
channel of TV series in 2018, accounting for 59.4% of all distribution channels. Such trend is
expected to remain in the forecast period.
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For the forecast period, it is believed that broadcasting through both TV station and new media
channels is expected to be the major distribution channel for TV series, representing a market
share of 68.8% in 2023.

Total Revenue of TV Series Market by Distribution Channel (China), 2014 vs. 2018 vs. 2023E
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[ TV station and new media channels

Source: NRTA, Frost & Sullivan
Market drivers
The development of TV series production in China is driven by the following factors:

. Increasing demand for quality TV series. TV series have been an important leisure-time
activity for Chinese people for a long period of time. Both TV stations and online video
platforms rely on quality TV series to attract viewers. As the advertising revenues for TV
stations and online video platforms are growing, the demand for quality TV series is also
increasing.

. Enriched resources for creation. The rapid development of the internet and new media has
significantly encouraged the creation of intellectual properties (“IP”’), which provides TV
series producers with rich source materials. The enriched resources for creation have
injected great impetus to the development of the TV series production industry.

. Increasing penetration of new media channels. Online video platforms, in the form of PC
websites and mobile applications, have emerged as a new way for audiences to consume
visual contents, including TV series. The increasing penetration of this new customer
category has contributed to the recent revenue increase of the TV series production
industry and is expected to drive further growth onwards.

. Large capital investment. The influx of significant capital is another market driver of the
TV series production industry in China. Many internet companies such as Alibaba,
Tencent and Baidu have established operation and distribution channels. In addition,
financial investors including private equity funds and venture capital funds are also
actively involved in this field.
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Entry barriers

According to the Frost & Sullivan Report, the TV series production industry has fairly high
entry barriers. Specific entry barriers include:

Capital requirements. TV series production companies need to have a solid capital base.
A large amount of capital is needed to cover various expenses such as purchasing
copyrights and labor costs, which imposes an entry barrier for new entrants to the TV
series production market.

Professionals. The production process for a TV series involves numerous professionals
with expertize in different sectors such as directors, actors, photographers, publication
teams and other staff members. It takes years for a company and its employees to get
familiarized with the production process, and industry professionals usually maintain
long-term cooperation relationships with certain partners.

Brand attractions. Leveraging on their strong financial strength and brand value, these
market players are better positioned to attract high quality actors as well as production
and publication teams.

Administrative regulations. TV series production and publication is under strict
supervision by relevant administrations. The Chinese government has formulated a series
of detailed regulations, including the Provisions on Administrations of TV Series ( (&
BB HBIE ) ), which have specific legal requirements on the content production and
publications.

Future outlook

The future trend of the TV series market and web series/film market in China is set out below:

Increasingly strict regulations and policies. The approval regime for TV series and web
series/film is becoming increasingly strict. For example, the Notice about Upgrading the
Information Record-Filing System of Internet Audio-visual Programs (i #4545 B4 8 H
&M R RS T AIHE AN promulgated by NRTA stipulates that after February 15, 2019,
for web series whose investment amount exceeds RMBS million and web films whose
investment amount exceeds RMB1 million, production companies shall register the key
information such as type and content with NRTA’s record-filing system. Upon completion
of production, the production companies shall submit the master tape to NRTA or its
provincial counterparts. Record-filing numbers will be issued to approved web series and
only those with the record-filing numbers are allowed to be broadcasted. Under such
circumstances, the TV series and web series/film market will become more and more
regulated in the future.

Distribution on both traditional channels and new media channels. In light of the
increasing popularity of the internet, more people have adopted the habit of using new
media channels to access visual entertainment such as movies and TV series. To cater for
the rising demand for high-quality content, the leading online video platforms have been
devoted to providing various high-quality contents as to increase their own market
competitiveness. As a result, an increasing number of TV series and films are expected
to be distributed on new media channels to reach a wider range of audience while
continuing to be distributed on traditional platforms such as TV stations and cinemas.
Moreover, there is also a trend that an increasing number of web films is going to be
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screened in offline cinemas. This gives the audience the opportunity to more conveniently
access such content, as they will no longer be restricted by the rigid broadcasting
schedules usually found on TV stations and cinemas.

. Increasing export of domestic TV series. Along with the promotion of Chinese cultural
influence around the world and improving production standards for TV series, the
overseas distribution channels of China’s TV series continue to expand in terms of the
quantity of products and transaction value in recent years. On many overseas online video
platforms, the impacts of Chinese TV series improved remarkably, leading to a profit
generation through copyright sales and on-demand cuts. Considering the promotion of
production technology and innovations on TV series export related to the establishment
of overseas localized China TV channels, the export of domestic TV series will be
accelerated.

MEDIA AND ARTS HIGHER EDUCATION IN CHINA
Overview of higher education in China

The education industry in China can be generally divided into a number of categories,
including fundamental education (also known as K-12 education) and higher education. It can
also be categorized into formal education, where students aim to earn official certificates from
the Chinese government, and non-formal education, where students attend for various reasons,
including as a supplement to formal education, school entrance exam preparation or to cultivate
and improve skills.

Higher education in China can be further categorized into public higher education and private
higher education. Public higher educational institutions are established and operated by
national or local governments, while private higher educational institutions are established and
operated by non-governmental institutions or private individuals. There are three types of
private higher educational institutions in China, namely private universities, private junior
colleges and independent colleges. Independent colleges are private higher educational
institutions offering undergraduate courses that are run by non-governmental institutions or
private individuals through cooperation with public universities.

Despite many common characteristics, it is important to stress that private and public higher
educational institutions are quite different in many dimensions, such as flexibility of operation,
diversity of their curricula offering and current development stage. Public higher educational
institutions are under the direct administration of the MOE or other government departments,
while private institutions usually enjoy more flexibility in areas such as administration,
operation and direction of development; public higher educational institutions usually offer a
routine-based curricula as they are strictly governed by the MOE, while private higher
educational institutions offer more diverse curricular. Additionally, because tuition fee is the
primary revenue source of private institutions, they are more competitive and lay more
emphasis on branding and education quality than public higher educational institutions whose
major source of funding comes from national or regional public expenditure on education.
Besides, due to private institutions’ growing teaching capability and students’ increasing
willingness to attend private institutions, the market of private higher education is forecast to
develop at a pace higher than that of public higher education.
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According to Frost & Sullivan, the total revenue of the private higher education industry in
China has been increasing steadily from RMBS82.9 billion in 2014 to RMB118.0 billion in
2018, representing a CAGR of 9.2%, and is expected to increase to RMB163.7 billion in 2023,
representing a CAGR of 6.8%. In 2018, the total revenue of the private higher education
industry in China accounted for 9.8% of that of the higher education industry in China.

Overview of media and arts higher education in China

Higher education can also be divided based on the subjects taught, for example liberal arts,
professional schools (e.g., law schools and medical schools), foreign languages as well as
media and arts. The media and arts higher education industry includes education on aesthetics,
music and dance, drama and film, visual arts and design, according to the Major List of
Undergraduate Education at Regular Higher Educational Institutions (2012 revision)
announced by the MOE of China. Media and arts higher education are provided by media and
arts higher educational institutions as well as other institutions such as comprehensive
universities that offer a wide range of graduate and undergraduate programs.

Higher education for media and arts subjects is differentiated from other subject education in
the following aspects (i) students in media and arts majors generally are required to take art
entrance exams to test their professional skills in addition to standard academic university
entrance exams, (ii) media and arts courses are usually taught in small classes, which requires
a higher teacher-to-student ratio, and (iii) potential employers for graduates in media and arts
majors are mainly those in media industries, such as TV stations, newspapers, TV and film
production firms and talent agents.

The media and arts education industry has experienced rapid growth since the 2000s.
According to the Frost and Sullivan Report, total revenues generated by the media and arts
higher education industry in China were RMBS81.1 billion in 2018, compared to RMB59.4
billion in 2014, representing a CAGR of approximately 8.1%; and are expected to increase
further to RMB110.8 billion in 2023, representing a CAGR of approximately 6.4%. The chart
below shows the growth of total revenue of media and arts higher education from 2014 to 2018
as well as the forecast for 2019 to 2023.

Total Revenue of Media and Arts Higher Education (China), 2014 — 2023E
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Private media and arts higher education in China

The Chinese government started to allow private higher education in the early 1980s. In
response to rapid growth of demand for media and arts graduates and the shortfall in state funds
in the late 1990s and early 2000s, private capital started to invest into private media and arts
higher education in China in the early 2000s. Compared to public schools, private higher
educational institutions specializing in media and arts education rely more heavily on tuition
fees and boarding fees as their revenue sources rather than financial support from the
government; they usually offer more diverse and more flexible curricula as well as more
internship opportunities that cater to the rapidly evolving job markets and industry trends, and
have more independence in terms of school management and development.

Market size

Private media and arts higher education has grown rapidly in recent years. According to the
Frost & Sullivan Report, total students enrolled in private media and arts higher education grew
from 445,100 to 519,800 from 2014 to 2018, and total revenues grew from RMB8.9 billion to
RMBI12.9 billion in the same periods, representing CAGRs of 4.0% and 9.8%, respectively.
This growing trend is expected to continue. According to the Frost & Sullivan Report, total
student enrollment and total revenue for private media and arts higher education are expected
to reach 562,300 and RMB18.1 billion in 2023, respectively. The following charts illustrate the
growing trend of private media and arts higher education from 2014 to 2018 as well as the
forecast for 2019 to 2023 in terms of student enrollment and total revenue.
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According to the Frost & Sullivan Report, the penetration rate of private media and arts higher
education — which is calculated by dividing the students enrolled in private media and arts
higher education by the students in media and arts majors enrolled in both public or private
higher educational institutions — increased from 22.9% in 2014 to 23.2% in 2018, and is
expected to reach 23.6% in 2023.

Private higher education in media and arts is the premium segment within the higher education
industry in China in terms of comparably higher tuition fees. According to the Frost & Sullivan
Report, for the school year 2018/2019, the average tuition and miscellaneous fees for students
enrolled in private media and arts higher educational institutions in China was RMB19,029 per
student, compared to RMB9,703 per student in public media and arts higher educational
institutions and RMB13,530 per student for general private higher educational institutions in
China.

Market drivers

The development of private media and arts higher education in China is primarily driven by the
following forces:

. Demand for talent and media and arts professionals. China’s mass media and
entertainment industry has been rapidly growing, thanks to the increasing per capita
expenditure on culture and leisure activities. This trend in turn creates an increasing
demand for talent in the media and entertainment industry. Public education on media and
arts, however, still maintains a stable and relatively limited supply of students catering to
this demand. Private education of media and arts thus plays an important role in filling
the gap of the increasing demand and conservative supply by public education.

. Technological development and media evolution. The media and entertainment industry in
China is also evolving rapidly in terms of technology and trends. For example, it has
witnessed a rapid transformation in viewing habits from live broadcasting on TV to
broadcasting over the internet during the past few years. Public education, however, is
generally slow to update its curriculum and education in the face of such changing
industry landscape. Private higher education on media and arts is therefore expected to
benefit by more quickly adapting to the evolving environment of technology and formats
of media.

. Change in social perception. Traditionally, Chinese families place more emphasis on the
study of liberal arts and sciences than in arts. As society changes, an increasing
population is seeing education in arts as a way to build better selves as well as lead a
prosperous career. As a result, more families are starting to have their kids study music,
dance, performance or other categories of arts, and many of these children may grow to
study media and arts majors in universities.

. Increasing acceptance for private higher education. Historically, public higher education
in China has been regarded as a symbol of quality education and strong recognition in the
job market. With favorable government policies and resource integration by private
education groups, the quality of private higher education has continuously improved and
its level of specialization has been steadily increasing. In particular, the leading private
higher educational institutions have been developing rapidly and have built up their brand
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recognition, which signified the latest upgrade of China’s private higher education market
and raised the acceptance of private higher education. As a result, more students are
attracted to consider private higher education which fuels the continued growth of the
market.

Competitive landscape

According to the Frost & Sullivan Report, the private media and arts higher education in China
is fragmented, with the top five players accounting for approximately 13.9% of total students
enrollments. With a total number of 12,697 students enrolled in media and arts related majors
in our University in school year 2018/2019, we were the second largest provider of private
media and arts education in China, among all 749 private higher educational institutions. Even
when putting into the larger pool to compare with all 2,663 public and private higher
educational institutions in China, we still ranked the fourth. The following chart illustrates the
market concentration and the ranking of the top five market players providing private media
and arts higher education in China during the 2018/2019 school year:

Top five players in China’s private media and arts higher education by
student enrollments in the 2018/2019 school year

Students
enrolled in
media and arts Market
Rank Players Background (thousands) share

1 School A A private university headquartered in 24.2 4.7%
Chengdu, Sichuan mainly providing
media and art education since 1997
2 Our University - 12.7 2.4%
3 School B A private university headquartered in 11.9 2.3%
Shijiazhuang, Hebei mainly providing
media and art education since 2000
4 School C A private university headquartered in 11.8 2.3%
Changchun, Jilin mainly providing
media and art education since 2000
5 School D A private university headquartered in 11.4 2.2%
Mianyang, Sichuan mainly providing
media and art education since 2001
Top 5 subtotal 72.0 13.9%
Total 519.8 100.0%

When ranked by more comprehensive criteria, including hardware investment, facilities,
teaching quality, faculty, academic competitiveness and reputation, our University was named
the best private arts independent college in China from 2016 to 2020, according to China
Universities Alumni Association.
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Entry barriers

According to the Frost & Sullivan Report, the private media and arts higher education industry
has fairly high entry barriers. Specific entry barriers include:

. Governmental approvals. Approvals from relevant governmental authorities are required
to establish a private university in China, and applications are subject to various rigorous
standards set out by local and central governments.

. Brand awareness. Students and their parents take the brand of a higher educational
institution as a very important, if not the most important, factor when determining which
university to apply to; and brand awareness is in turn dependent on many factors,
including high graduate employment rates and excellent alumni; this all takes years to
build.

. Quality teachers and school management. As media and arts higher education are
considered practical fields, universities offering media and arts education intend to recruit
teachers with a wealth of industry experience and connections this is difficult for new
entrants to develop.

. Land resource and facilities. Higher educational institutions need to occupy vast pieces
of land and numerous buildings to house their facilities; under the current high land price
and tight supply, it is hard for new entrants to secure sufficient land and facility resources
for launching a new university.
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OVERVIEW

We are a media group, built on twin pillars of a leading TV/film production business and a
higher education business focused on media and arts. Mr. Pu, our Chairman, executive Director
and Controlling Shareholder, is the founder of our Group. He has 30 years of experience in the
TV/film production industry in China. See “Directors and senior management” for details.

Our history can be traced back to 1998, with Mr. Pu’s involvement in Movie and TV Shows (5
PR BA%EE). This aired in 1999, featured reviews and exclusive coverage on film and TV series
in the PRC, and was broadcasted nationwide on a daily basis in the PRC. Our Group’s TV
program production business formally commenced in 2001 when Mr. Pu established Huaxia
Online, one of the first private TV program production companies in China, using his personal
finances. On December 27, 2005, Huaxia Audio-Visual was established and became the major
operating entity for our Group’s TV/film production business. Our Group has since become one
of the leading TV series producers in China. As of December 31, 2019, we had produced or
co-produced 33 TV series comprising 1,279 episodes across various genres.

Leveraging on our experience in the media sector, we expanded into the media and arts higher
education business on June 11, 2004 when we obtained approval from the MOE to establish
CUCN, an independent college, under the then name Beijing Broadcasting Institute, Nanjing
(Ao B 5 B2 B P B E2BE). Our Group funded the establishment of CUCN through Nanjing
Meiya with capital provided by Mr. Pu. Since CUCN’s establishment, Nanjing Meiya has been
a sponsor of CUCN and the sole investor of CUCN. Since CUCN commenced operations, it has
grown into one of the largest universities in the PRC to focus on offering a range of media and
arts degree courses, including broadcasting, radio and television journalism and art and design.

Key business milestones

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

Year Event
1999 Our first TV program, Movies and TV Shows (##i[F]#%#), was aired in the PRC
2000, Movies and TV Shows (sZ#[FI}]%) won the Star Award (F£):4%) granted by
2002 SARFT three times
and
2003
2003 The Legend of the Condor Heroes (1B Z<HE), our first TV series, was aired and

won the Gold Prize for Sina’s 2003 Most Popular TV Series
2004 Our University commenced operations

Demi-Gods and Semi-Devils (K BE/\#5) was aired and won the Feature TV Series
Excellence Award ({%/@ L4 5|(# F528)) at the 22nd China TV Golden Eagle
Awards (4B B 4 L)

2005 Huaxia Audio-Visual was established in the PRC
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Year Event

2007 Moment in Peking (% #J%E2E) was nominated for Outstanding TV series at the
26th Flying Apsaras Award in the PRC

2012 We entered the film production industry with our investment in the PRC film One
Night Surprise (— 1K EE)

2015 CUCN was awarded as the Top 10 National Independent College (2= B 7 €5
++48) in the PRC and ranked the first among national independent art colleges by
the Chinese Universities Alumni Association

In the Employment Competitiveness Index (Ht3£#iF J145%0), CUCN graduates
ranked first among all independent colleges in Jiangsu Province, the PRC for the
sixth consecutive year (namely from 2010 to 2015)

2017 We established an e-sports college within CUCN and began offering the first
e-sports-related degrees in the PRC

We jointly-established a Content Research and Innovation Center with iQiyi

2019 CUCN was recognized for First-class Undergraduate Education (—Ji A2 )
in Broadcasting and Hosting (¥ # 5l 3 +5244ll) and TV Broadcasting Director (&
& BEALAE) majors by the Jiangsu Education Department of the PRC

We began our cooperation with the Emperor Entertainment Group (J& &2 fR444E
H) in the development of performing arts training, talent enrichment and
management, and TV shows

CORPORATE DEVELOPMENT OF OUR GROUP
Major shareholding changes of our Company

Our Company was incorporated as an exempted company with limited liability in the Cayman
Islands on January 4, 2017, and is the ultimate holding company of our Group. Upon its
incorporation, the authorized share capital of our Company was US$50,000 divided into 50,000
ordinary shares with a par value of US$1.00 each. At the time of incorporation, our Company
issued one ordinary share with a par value of US$1.00 to Offshore Incorporations (Cayman)
Limited, an Independent Third Party, which was subsequently transferred to Cathay Media
Holding Inc., an entity directly wholly-owned by Mr. Pu.

On September 5, 2019, each issued and authorized but unissued ordinary share of par value
US$1.00 each was subdivided into 100,000 ordinary shares of par value US$0.00001 each. As
a result, immediately following this share subdivision, our authorized share capital became
US$50,000 divided into 5,000,000,000 shares of par value US$0.00001 each, of which 100,000
ordinary shares of par value US$0.00001 were issued to Cathay Media Holding Inc..
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On the same day, to reflect Mr. Pu Yu’s 10% ownership in Lanchou Investment Holding
Limited (“Lanchou Investment”), our Company issued and allotted 45,000,000 ordinary
shares of par value US$0.00001 each to Media Fortune Limited (wholly-owned by Mr. Pu Yu)
and 1,154,900,000 ordinary shares of par value US$0.00001 each to Cathay Media Holding
Inc. (wholly-owned by Mr. Pu). As a result, our Company was held as to 3.75% by Mr. Pu Yu
and 96.25% by Mr. Pu. See “— The Reorganization — Restructuring of the shareholding of
Nanjing Meiya” for more details.

Our major subsidiaries and operating entities
The principal business activities, date of incorporation and date of commencement of business
of each member of our Group that made a material contribution to our track record results are

shown below:

Date of incorporation
and commencement of

Company Principal business activities business

CUCN Provision of media and arts higher January 31, 2005 and
education in China September 1, 2004‘"

Huaxia Audio-Visual = Production and publication of December 27, 2005
animation, films, and television
series

Note:

(I)  CUCN received the certificate of registration for a privately-run non-enterprise unit on January 31, 2005 and
commenced its business (being the date on which classes in CUCN began) on September 1, 2004.

The directors of CUCN between its incorporation and May 2010 were Mr. Pu, Mr. Jiang Hao
({L1%), Mr. Zhang Angiang (%% 5H), Mr. Liu Jinan (2|#F5), Mr. Gao Fuan (F=#8%),
Mr. Zhang Jingchun (5% 5%), Mr. Liu Yawen (%55 30) (until November 2005), Mr. Ding Junjie
(THAE) (until April 2006), Mr. Xu Xuefeng (FF5:U%) (until April 2006), Mr. Zhang Zhuojun
(3R HH) (from November 2005 to November 2006), Mr. Feng Kezhuang (¥ 5¢3F) (from April
2006), Mr. Yuan Jun () (from April 2006), and Mr. Chen Yinan (Ff#%5) (from November
2006).

CUCN obtained a loan of RMB200 million in 2006 to support its establishment, which was
guaranteed by Nanjing Jiangning Economic and Technological Development Corporation (F§

ST 7 B 00 ).

In February 2008, Mr. Pu was removed as chairman of CUCN, although at the time Nanjing
Meiya was one of the two school sponsors of our University and he then indirectly held 51%
equity interest in Nanjing Meiya, by an extraordinary board meeting of CUCN. Mr. Jiang Hao
replaced Mr. Pu in the position of chairman of CUCN until Mr. Pu returned to the position of
chairman of CUCN in February 2011.
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CUCN

CUCN received the MOE’s approval for establishment as an independent college on March 9,
2004. CUCN commenced its business, being the date on which classes in CUCN began, on
September 1, 2004. CUCN began with a registered capital of RMBS50 million contributed by
Nanjing Meiya. The registered capital of CUCN was increased to RMB100 million on March
14, 2006 and again to RMBI150 million on April 29, 2006, in each case as contributed by
Nanjing Meiya, reflecting the corresponding increase of registered capital of Nanjing Meiya
from RMB50 million to RMB150 million as described below.

Huaxia Audio-Visual

Huaxia Audio-Visual was established as a limited liability company in the PRC on
December 27, 2005 with a registered capital of RMBS million contributed as to 90% by
Lanchou Investment and 10% by Ms. Shen Wei (J£#%). On July 31, 2006, the registered capital
of Huaxia Audio-Visual was increased to RMB20 million, which was contributed as to 95% by
Lanchou Investment (transferred to Mr. Pu in October 2011 and Ms. Liu Yawen (%58 3) in
March 2012) and 5% by Ms. Shen Wei. On July 3, 2012, the registered capital of Huaxia
Audio-Visual was reduced to RMBS5 million, contributed as to 80% by Ms. Liu Yawen and 20%
by Ms. Shen Wei. On December 4, 2012, the equity interest of Huaxia Audio-Visual was
transferred to Mr. Pu as to 96% and Mr. Pu Yu as to 4%. On November 15, 2013, Huaxia
Audio-Visual was changed from a limited liability company to a joint stock company, held by
Mr. Pu as to 96% and Mr. Pu Yu as to 4%. On November 21, 2014, Huaxia Audio-Visual issued
additional shares to Ms. Li Huisu (Z# %) (“Ms. Li”), such that Huaxia Audio-Visual was held
as to 87% by Mr. Pu, 4% by Mr. Pu Yu and 9% by Ms. Li. See “History, reorganization and
corporate structure — The Reorganization — Restructuring of the shareholding of Huaxia
Audio-Visual” for details of further changes to the share capital of Huaxia Audio-Visual
occurring after November 2014.

Nanjing Meiya

Nanjing Meiya was at its establishment and remains a school sponsor of our University, and
has solely contributed the registered capital of the University. Nanjing Meiya was established
on January 30, 2003 with a registered capital of RMB50 million contributed in equal parts by
Mr. Pu and Mr. Zhang Anqiang (%% 7). Mr. Pu became acquainted with Mr. Zhang Angiang
in the early 2000s when both were part of the Chinese community in Los Angeles, the United
States. In March 2006, the registered capital of Nanjing Meiya was increased to RMB150
million with contribution from Lanchou Investment as to 51%, Mr. Zhang Anqgiang as to 10%
and Nanjing Jiangyu Construction (Group) Co. Ltd. (FIRILFEREME)AREEAR])
(“Nanjing Jiangyu”), as to 39%. Mr. Pu was introduced to Nanjing Jiangyu by Mr. Zhang
Angiang. The financial investments of Mr. Zhang Anqgiang and Nanjing Jiangyu were
beneficial as they provided capital for the establishment and development of the University.
Mr. Zhang Anqgiang had business experience in Nanjing while Nanjing Jiangyu had experience
in construction matters. The 39% interest held by Nanjing Jiangyu was transferred to Lanchou
Investment in November 2009 for approximately RMB58.2 million based on investment costs,
the 10% interest held by Mr. Zhang Anqiang was transferred to Mr. Wang Rui (holding on
behalf of Mr. Pu) in May 2010 for RMB 15 million based on investment costs, and a 9% interest
held by Lanchou Investment was transferred to Mr. Li Wei (ZZf&) (“Mr. Li”) in October 2014
for RMB13.5 million based on Nanjing Meiya’s registered capital. As a result of such transfers
of equity interests, immediately prior to the Reorganization, Nanjing Meiya was held by
Lanchou Investment, Mr. Wang Rui and Mr. Li as to 81%, 10% and 9%, respectively.
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Based on retrieved Administration of Industry and Commerce information, the shareholders of
Nanjing Jiangyu during the period it was a shareholder of Nanjing Meiya were Jiang Hao (VL.
1), Zhang Chunhua (384 {£), Liu Yong (%1%), Ding Bosheng (7 1A%E), Zhang Yubao (3k &
), Xia Jing (%), Xia Youbao (B &) and Zhang Daogui (5% &) (together the “Nanjing
Jiangyu Shareholders”). Based on publicly available information, Nanjing Jiangyu’s business
scope is industry investment, research and development of new building materials, consulting
services, housing leasing and property management. Mr. Zhang Anqiang and Nanjing Jiangyu
were direct shareholders of Nanjing Meiya, and accordingly could influence and had
involvement in management and operation of Nanjing Meiya at the time. However, Nanjing
Meiya was only one of the two school sponsors of our University. Therefore, notwithstanding
titular roles, Mr. Zhang Anqiang and Nanjing Jiangyu had no involvement in the actual
management and operation of CUCN at the time. Save for (i) their shareholding in Nanjing
Meiya and any corresponding interests and involvement in the management and supervision of
the business of Nanjing Meiya and its subsidiaries during this period, (ii) Mr. Zhang Anqiang’s
role as a director of CUCN that continued until February 2011, (iii) Mr. Jiang Hao’s role as a
director and chairman of CUCN that continued until February 2011, (iv) Mr. Jiang Hao’s role
as legal representative of CUCN that continued until March 2011, and (v) the shareholding of
Mr. Pu, Nanjing Jiangyu and Mr. Zhang Anqiang in AIU Property Co., Ltd. (F§ i KR & ¥4
FRZvH]) (“Meiya Zhiye”) and any corresponding positions and titles in Meiya Zhiye — a
company with no substantial operations since its establishment, to the best knowledge of our
Directors, Nanjing Jiangyu, the Nanjing Jiangyu Shareholders and Mr. Zhang Anqgiang have no
past or present relationship (business, financial, employment or otherwise) with our Company,
subsidiaries, Directors, Shareholders or senior management, or their respective associates.

Prior cooperation with CUC

Nanjing Meiya and CUC, as school sponsors, had cooperated in the establishment and
operation of CUCN as an independent college in 2004 pursuant to a cooperation agreement
entered into in 2003 for a contractual cooperation period of 50 years. CUC provided various
support and services in operating our University, particularly at its inception and during its
nascent stage of development. Many teachers from CUC worked as adjunct professors in our
University in the early years of its development and CUC provided and recommended
experienced personnel. In light of the continued growth of CUCN and the maturing of its
operations and management, CUC, CUCN and Nanjing Meiya re-negotiated the annual fees
payable to CUC and entered into further agreements in 2013. Pursuant to the 2003 and 2013
agreements, CUCN paid aggregate licensing fees of RMB40 million for the years 2004 to 2012
and agreed to pay annual licensing fees of RMB15 million and annual service fees of RMBS5
million from 2012 to 2017 in return for education related services.

Since the beginning of our cooperation, we have used the ‘Communication University of
China/H Bl K £ brand in our operation of CUCN. The involvement of CUC in the
operations and management of CUCN has decreased throughout the life of our University,
reflecting the development of our University’s own body of staff, teachers and educational
resources and the reduced reliance by our University on the support of CUC. Under the 2013
agreements, CUC continued to provide supplemental assistance and support, such as providing
teacher and student exchange opportunities and enabling CUCN’s teachers and students to
remotely access CUC’s library and electronic repositories. As CUCN has access to sufficient
alternative educational resources, the termination of such supplemental assistance and support
is not currently expected to have a detrimental impact on the quality of our education program.

—97—



HISTORY, REORGANIZATION AND CORPORATE STRUCTURE

As the operations and management of our University had sufficiently matured and in light of
industry policy to encourage independent colleges to convert to private higher education
institutions, on July 1, 2019, CUC, CUCN and Nanjing Meiya entered into a termination
agreement and agreed a one-off payment of RMB160 million by CUCN and Nanjing Meiya to
CUC. The termination agreement was to, among others, end their cooperation and facilitate the
change in registration of CUCN from an independent college to a private higher education
institution.

Our University officially converted from an independent college to a private higher education
institution under the new school name R 5L BEELPE (Pinyin: Nanjing Chuanmei Xueyuan) in
March 2020, and obtained the updated Private School Operating License in May 2020. In
addition to industry policies encouraging independent colleges to convert to private higher
education institutions, the extent of CUC’s assistance and support has decreased throughout the
life of our University and is not crucial to the operations of our University, and we have seen
widespread acceptance and understanding of the rebranding associated with such conversions
in media reports. We therefore do not expect the conversion to have any material negative
effects on the attractiveness of our University to prospective students or the operations of our
University. For any potential risks involved in CUCN’s transition to become a private higher
education institution however, see “Risk factors — Risks relating to our business and
industries”.

The termination payment was made in July 2019. It is recognized or is expected to be
recognized in our financial statements for the respective financial years, as to RMB20 million
annual licensing and service fee for 2017, RMB15 million annual licensing fee for each of
2018, 2019 and 2020, and RMB95 million termination fee for 2019. As the extent of CUC’s
assistance and support has decreased throughout the life of our University and is not crucial to
the operations of our University, we do not expect the termination of cooperation to have any
material negative effects on the operations of our University.
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THE REORGANIZATION
Pre-Reorganization

The principal steps of the Reorganization, carried out in preparation for the Global Offering
and in order to streamline our corporate structure, are set out below.

A simplified onshore corporate structure prior to the Reorganization is set out below:

Ms. Li® Mr. Pu Yu® Mr. Pu Mr. Pu Yu Mr. Wang Rui® Mr. Li®

9% 4% 87%J 90% l 10% 10% 9%

Lanchou Investment
(incorporated in the PRC)

81%
A v v v v v

Huaxia Audio-Visual Nanjing Meiya
(incorporated in the PRC) (incorporated in the PRC)

100% l 100%

A
Huaxia Online CUCN

(incorporated in the PRC) (incorporated in the PRC)

Notes:

(1) Mr. Pu Yu (iifif#it), Mr. Pu’s nephew, holds his interest in Huaxia Audio-Visual on behalf of Mr. Pu.
(2)  Mr. Wang Rui (£%) was a director of CUCN and held his interest in Nanjing Meiya on behalf of Mr. Pu.
(3)  Mr. Li and Ms. Li are both Independent Third Parties.

Restructuring of the shareholding of Huaxia Audio-Visual

On March 20, 2018, the registered capital of Huaxia Audio-Visual was increased by
RMBS55,785,437, from RMB5,517,241 to RMBG61,302,678. This additional capital was
contributed by Khorgas Anjia Film Culture Media Co., Ltd. (£ 8 & 4 UL A R
ZvH]) (“Anjia Film”), an investment-holding company owned by Mr. Pu as to 99% and by Mr.
Liu Chang (2/%7) as to 1%. As a result of the capital injection, Huaxia Audio-Visual was held
by Anjia Film, Mr. Pu, Mr. Pu Yu and Ms. Li as to 91%, 7.83%, 0.36% and 0.81%, respectively.

Prior to the Reorganization, Mr. Pu agreed that Ms. Li’s effective interest in Huaxia
Audio-Visual would not be diluted and no additional capital contribution from Ms. Li would
be required. Therefore, Mr. Pu and Mr. Pu Yu executed irrevocable gift and undertakings in
favor of Ms. Li and notified the same to the board of Huaxia Audio-Visual. Pursuant to the
irrevocable undertakings, Mr. Pu and Mr. Pu Yu agreed to transfer their aggregate 8.19%
directly held interest in Huaxia Audio-Visual to Ms. Li for nil consideration upon her
acceptance of this gift. Until the time of such transfer, dividends and voting rights in respect
of such interest are reserved for Ms. Li and will not be given to or exercised by Mr. Pu or Mr.
Pu Yu. The irrevocable undertakings dated March 20, 2018 were executed to prevent dilution
resulting from the same day increase of registered capital and ensure that, upon completion of
the transfer, Ms. Li’s equity interest in Huaxia Audio-Visual would remain at 9%.
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On July 16, 2019, Anjia Film transferred its 91% equity interest in Huaxia Audio-Visual for nil
consideration to Dongyang Huaxia, a company owned by Mr. Pu as to 99% and by Mr. Liu
Chang as to 1%. The registration of the transfer was completed on July 24, 2019.

Restructuring of the shareholding of Nanjing Meiya

On January 13, 2017, Mr. Wang Rui (E%), a nominee shareholder of Mr. Pu, withdrew his
registered capital contribution in Nanjing Meiya, and subsequently on January 17, 2017,
Lanchou Investment proportionally increased its registered capital contribution in Nanjing
Meiya in order to unwind the trust arrangement. As a result, Nanjing Meiya was held by
Lanchou Investment as to 91% and Mr. Li as to 9%.

On November 15, 2017, Nanjing Lanchou, an investment-holding company wholly-owned by
Mr. Pu, made a RMB136.5 million contribution to the registered capital of Nanjing Meiya, and
subsequently on February 1, 2018, Lanchou Investment withdrew its RMB136.5 million
registered capital contribution in Nanjing Meiya in order to effectively transfer Mr. Pu’s
interest in Nanjing Meiya from Lanchou Investment to Nanjing Lanchou. As a result, Nanjing
Meiya was held by Nanjing Lanchou as to 91% and Mr. Li as to 9%.

In order to reflect Mr. Pu Yu’s 10% ownership in Lanchou Investment, our Company issued and
allotted shares to Mr. Pu Yu’s wholly-owned company in September 2019. See “— Corporate
development of our Group — Major shareholding changes of our Company” for more details.
Mr. Pu Yu has no intention to take any directorship and/or management role in our Group and
continues to pursue other personal business interests.

Establishing WFOE-Production and WFOE-Education in the PRC

On August 15, 2019, Cathay Media HK established WFOE-Production, a company established
in the PRC with limited liability, with a registered share capital of RMBI10 million
wholly-contributed by Cathay Media HK.

On July 29, 2019, Cathay Media HK established WFOE-Education, a company established in
the PRC with limited liability, with a registered share capital of RMB10 million wholly-
contributed by Cathay Media HK.

Entering into of the Contractual Arrangements

In order to capture 100% of the economic benefits of Dongyang Huaxia and Nanjing Lanchou
and to capture 91% of the economic benefits of Huaxia Audio-Visual, Huaxia Online, Nanjing
Meiya and CUCN, we entered into the Contractual Arrangements. See “Contractual
Arrangements” for more details. Ms. Li and Mr. Li will continue to hold an effective 9% equity
interest in Huaxia Audio-Visual and Nanjing Meiya, respectively.
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Post-Reorganization

A simplified onshore corporate structure after the completion of the Reorganization is set out
below:

Ms. LiV® Mr. Liu Chang Mr. Pu Mr. Li®
SR xR N SRR N%_____L 100% ___________| %
A
Dongyang Huaxia Nanjing Lanchou
(incorporated in the PRC) (incorporated in the PRC)
91% i ¢91%
v A4

Huaxia Audio-Visual

I
I

I
I

I
I

I
I

I
I

I
I

I
| |
: : Nanjing Meiya
| (incorporated in the PRC) :
I

I
I

I
I

I
I

I
I

I
I

I
I

I
I

I
I

I

\ \
\ \
\ \
\ \
\ \
\ \
\ \
\

| |
: (incorporated in the PRC) :
\ \
\ \
\ \
\ \
\ \
\ \
\ \
\ \
\ \
\

100% 100%

A A

CUCN
(incorporated in the PRC)

Huaxia Online
(incorporated in the PRC)

T Contractual T Contractual

¢ Arrangements

WFOE-Production
(incorporated in the PRC)

¢ Arrangements

WFOE-Education
(incorporated in the PRC)

Notes:

(1) Ms. Li directly holds 0.81% and is interested in a further 8.19% (currently in the name of Mr. Pu and Mr. Pu
Yu) by virtue of the irrevocable gift and undertakings to transfer this interest to Ms. Li as described under “—
The Reorganization — Restructuring the shareholding of Huaxia Audio-Visual”.

(2)  Mr. Li and Ms. Li are both Independent Third Parties. The minority shareholders of Huaxia Audio-Visual and
Nanjing Meiya (i) do not pose a threat to the effectiveness or control of our Group on Huaxia Audio-Visual
and Nanjing Meiya, (ii) do not have any special rights under the constitutional documents or shareholders
agreement of Huaxia Audio-Visual and Nanjing Meiya that would enable them to veto the decisions of the
controlling shareholders, and (iii) do not have any influence over the Controlling Shareholders.

COMPLIANCE WITH PRC LAWS
Reorganization

Our PRC Legal Adviser confirmed that: (i) all necessary regulatory approvals, permits and
licenses required under PRC Laws in relation to the Reorganization have been obtained; and
(i1) all share transfers and changes in registered capital as part of the Reorganization has
complied with all applicable PRC Laws in all material respects.

CSRC approval

According to the Regulations on Merger with and Acquisition of Domestic Enterprises by
Foreign Investors (/A4 & 3 fF I HE N 259K 7E) (the “M&A Rules”) jointly issued by
the MOFCOM, the State-owned Assets Supervision and Administration Commission of the
State Council, the SAT, the SAIC (currently known as the State Administration for Market
Regulation), CSRC and SAFE on August 8, 2006, effective as of September 8, 2006 and
amended on June 22, 2009 by MOFCOM, a foreign investor is required to obtain necessary
approvals when it:

(i) acquires the equity of a domestic non-foreign invested enterprise so as to convert the
domestic enterprise into a foreign-invested enterprise;
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(i) subscribes the increased capital of a domestic non-foreign invested enterprise so as to
convert the domestic enterprise into a foreign-invested enterprise;

(iii) establishes a foreign-invested enterprise through which it purchases the assets of a
domestic enterprise and operates these assets; or

(iv) purchases the assets of a domestic enterprise, and then invests such assets to establish a
foreign-invested enterprise (collectively, the “Regulated Activities”).

Given that (i) the WFOEs were established as wholly foreign-owned enterprises by means of
direct investment rather than by merger or acquisition by our Company under the M&A Rules,
and (ii) no Regulated Activities were involved in the Reorganization under the M&A Rules, as
advised by our PRC Legal Adviser, the establishment of the WFOEs and the Reorganization are
not subject to the M&A Rules, and the Global Offering of our Company does not require
approvals from the CSRC and MOFCOM under the M&A Rules.

SAFE registration in the PRC

Pursuant to the Circular of the SAFE on Foreign Exchange Administration of Overseas
Investment and Financing and Round-Trip Investments by Domestic Residents via Special
Purpose Vehicles (254 E A P 5y B A 52 T4 B AR RE IR B 192w BE A% il SOR PR B Ah
FEE45 P A B [T REL Y 48 ) (the “SAFE Circular 377), promulgated by SAFE and which became
effective on July 4, 2014:

(a) a PRC resident must register with the local SAFE branch before he or she contributes
assets or equity interests in an overseas special purpose vehicle (the “Overseas SPV”)
that is directly established or indirectly controlled by the PRC resident for the purpose of
conducting investment or financing; and

(b) following the initial registration, the PRC resident is also required to register with the
local SAFE branch for any major change, in respect of the Overseas SPV, including,
among other changes, a change of the Overseas SPV’s PRC resident shareholder(s), the
name of the Overseas SPV, terms of operation, or any increase or reduction of the
Overseas SPV’s capital, share transfer or swap, and merger or division.

Pursuant to SAFE Circular 37, failure to comply with these registration procedures may result
in penalties.

Pursuant to the Circular of the SAFE on Further Simplifying and Improving Policies for the
Foreign Exchange Administration on Direct Investment ([5 54/ $H &) B i 4 5 45 AL A e
A M FHIEUR Y 4 AT, promulgated by SAFE and which became effective on June
1, 2015, the power to accept SAFE registration was delegated from local SAFE to local banks
where the assets or interests in the domestic entity was located.

Our PRC Legal Adviser has advised us that Mr. Pu and Mr. Pu Yu, both Chinese residents, have

completed their foreign exchange registration of overseas investments as required under the
SAFE Circular 37 on October 9, 2017.
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CORPORATE STRUCTURE
Corporate structure before the Global Offering

The following diagram illustrates the corporate and shareholding structure of our Group upon
completion of the Reorganization and immediately prior to the Global Offering (assuming the
Over-allotment Option is not exercised, no Shares are awarded under the Post-IPO Share Award
Scheme, and no options are granted under the Post-IPO Share Option Scheme):

Mr. Pu Mr. PuYu
1 100% 1 100%
Cathay Media Holding Inc. Media Fortune Limited
(incorporated in BVI) (incorporated in BVI)
[ J
96.25% v 3.75%
Our Company
(incorporated in Cayman Islands)
}100%
Cathay Media BVI
(incorporated in BVI)
1 100%
Cathay Media HK
(incorporated in Hong Kong)

+100%

Cathay Picture, Inc.
(incorporated in the U.S.)

Offshore
Onshore (PRC entities)
i 100% l 100%
WFOE-Production WFOE-Education
f Contractual f Contractual

| | | |
i Dongyang Huaxia™ i i Nanjing Lanchou® i
| }91% | | J91% |
i Huaxia Audio-Visual® i i Nanjing Meiya® i
| } 100% | | 1 100% |
i Huaxia Online i i CUCN i
. 3 . 3

Notes:

(I)  Dongyang Huaxia is held by Mr. Pu as to 99% and Mr. Liu Chang as to 1%. Mr. Liu Chang is an Independent
Third Party.

(2)  Nanjing Lanchou is wholly-owned by Mr. Pu.

(3)  Huaxia Audio-Visual is also held by Ms. Li as to 9%. Ms. Li directly holds 0.81% and is interested in a further
8.19% (currently in the name of Mr. Pu and Mr. Pu Yu) by virtue of the irrevocable gift and undertakings to
transfer this interest to Ms. Li as described under “— The Reorganization — Restructuring the shareholding of

Huaxia Audio-Visual”. Ms. Li is an Independent Third Party.

(4)  Nanjing Meiya is also held by Mr. Li as to 9%. Mr. Li is an Independent Third Party.
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Corporate structure immediately following the Global Offering

The following diagram illustrates the corporate and shareholding structure of our Group
immediately following completion of the Global Offering (assuming the Over-allotment Option
is not exercised, no Shares are awarded under the Post-IPO Share Award Scheme, and no
options are granted under the Post-IPO Share Option Scheme):

Mr. Pu Mr. Pu Yu Public shareholders

1 100% 1 100%

Cathay Media Holding Inc. Media Fortune Limited
(incorporated in BVI) (incorporated in BVI)

| 72.19% | 281% 25.00%

Our Company
(incorporated in Cayman Islands)

+100%
Cathay Media BVI
(incorporated in BVI)
+100%

Cathay Media HK
(incorporated in Hong Kong)

3 100%

Cathay Picture, Inc.
(incorporated in the U.S.)

Offshore
Onsh PRC entiti
nshore ( entities) 100% 100%
WFOE-Production WFOE-Education
f Contractual f Contractual

| | | |
E Dongyang Huaxia® E E Nanjing Lanchou® E
| 3 91% | | 191% |
E Huaxia Audio-Visual® E E Nanjing Meiya® E
E v 100% E E 3 100% E
E Huaxia Online E E CUCN E
! ! | 1

| |

See the preceding page for notes (1) to (4).
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OVERVIEW

We are a media group, built on twin pillars of a leading TV/film production business and a
higher education business focused on media and arts.

We were one of the pioneers in the private TV program production industry in China. TV shows
produced by us have enjoyed high popularity and viewership for more than two decades — all
our productions during the Track Record Period were ranked no. 1 in viewer ratings in China
when first aired. This popularity among viewers across China has translated into good
reception of our productions by our customers, major TV stations and online video platforms
— for the last ten TV series we produced, all of their initial broadcasting rights were purchased
even before we completed the production. Within the Track Record Period, the gross margin
for our TV/film production business was 47.2%, as compared to the industry average of 35.0%,
according to Frost & Sullivan.

We also operate FgILHIEEEBE (Pinyin: Nanjing Chuanmei Xueyuan, formerly known as
Communication University of China, Nanjing), which was ranked first in media and arts
independent colleges in China in 2020, according to the Chinese Universities Alumni
Association. With 12,697 students enrolled in majors related to media and arts in the school
year 2018/2019, our University ranked second among all private higher educational institutions
in terms of student enrollments in media and arts related majors in the school year 2018/2019
in China, according to Frost & Sullivan. For the school year 2019/2020, over 63,000 applicants
competed for entrance to our University, with only 4.3% finally being admitted.

Our University was founded as a cooperation between Nanjing Meiya and CUC in 2004. In July
2019, Nanjing Meiya and CUCN entered into a termination agreement with CUC and made a
one-off payment of RMB160 million to CUC. Our University officially converted from an
independent college to a private higher education institution under the new school name it
fHILEBE (Pinyin: Nanjing Chuanmei Xueyuan) in March 2020, and obtained the updated
Private School Operating License in May 2020. Student enrolment may be affected by the
termination of the cooperation agreement with CUC and the resulting name change. See “Risk
factors — Risks relating to our business and industries — Our University recently terminated the
cooperation agreement with CUC and renamed itself as F§ARUHEEELLE (Pinyin: Nanjing
Chuanmei Xueyuan). We will face significant uncertainties on student enrollment and
employment in connection with the termination of the cooperation with CUC” for details.

We seek to capitalize on our national reputation, deep insights into content creation and the
entertainment industry, as well as rich resources in media and arts education to expand our
business into new areas. For example, we see high demand for quality training for young talent
in the entertainment industry and launched our first Star Dream training program in August
2019 to capitalize on this market opportunity. Famous and experienced instructors attached by
their previous cooperation with us and our reputation in the entertainment business work
side-by-side with experts at our University to deliver tailored training programs for talented
performers dreaming of stardom. This 16-day pilot program proved to be exceptionally
popular. Within one month about 610 young actors applied in spite of a high training fee of
RMB20,800, of which only 30 were admitted.
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Our total revenue was RMB556.9 million, RMB368.3 million and RMB747.2 million, and our
profit was RMB180.6 million, RMB148.8 million and RMB194.5 million, for 2017, 2018 and
2019, respectively. Our higher education business experienced stable growth over the Track
Record Period. The revenue derived from our higher education business increased from
RMB256.3 million in 2017 to RMB276.9 million in 2018 and further to RMB311.7 million in
2019. Our TV/film production business, on the other hand, fluctuated during the Track Record
Period due to our limited number of productions each year, and unexpected changes in industry
policies that delayed our production and delivery. Our TV/film production business generated
revenue of RMB300.6 million, RMB91.4 million and RMB435.5 million in 2017, 2018 and
2019, respectively.

INDUSTRY OPPORTUNITIES

The media business is among the fastest-growing industries in China. The total revenue of the
media industry in China increased rapidly from RMB1,235.9 billion in 2014 to RMB2,096.0
billion in 2018, representing a CAGR of 14.1%, according to Frost & Sullivan. Within the
overall media business, there is an increasingly strong demand for high quality content in
China.

In the education sector, the private media and arts higher education industry has experienced
rapid growth. In the school year 2018/2019, 1.0 million students competed for 0.6 million
places in media and arts higher education in China. Driven by excessive demand for talents and
media professionals, private media and arts higher education enjoys a premium tuition fee
structure, managing to charge on average RMB19,029 per student in the school year
2018/2019, as compared to RMB13,530 per student for general private higher education in
China. Compounded by the growing student body size, the total market size of private media
and arts higher education has grown from RMB8.9 billion in 2014 to RMB12.9 billion in 2018,
and is expected to grow further to RMBI18.1 billion in 2023 according to Frost & Sullivan.

We believe that promising opportunities will continue into the near future, and we, as a media
group with strong presence in both content creation and private education, are well positioned
to harvest the growth potential.

OUR COMPETITIVE STRENGTHS
Leading TV/film production and media and arts education businesses

We were one of the pioneers in the private TV program production industry in China, having
delivered high quality TV shows to audiences in China and abroad for over two decades. The
programs produced under our brand Cathay Media (Hua Xia Shi Ting/#E #iH%) have a
long-standing reputation for high quality and have consistently achieved high viewership — all
our productions during the Track Record Period were ranked no. 1 in viewer ratings in China
when they first aired. Our works have also received acclaim from television critics and won
numerous accolades. For example, our Movies and TV Shows (?ﬁﬂ/@%fﬁ) won one of the
highest national awards, Star Award (‘£J%6%%), in 2000, 2002 and 2003, and the TV series
Demi-Gods and Semi-Devils (KHE/\#5) won Best Ten TV Series, Best Cinematography,
Audience Favorite Actor & Actress in China and TV Golden Eagle Awards (4 /&%%) in 2004,
and the TV series The Heaven Sword and Dragon Saber (faiK/&HEqZ) won Outstanding
Original Program in 2019. A total of 231 episodes produced by us were broadcasted in 2019,
representing approximately 1.0% of the total episodes broadcasted in China for the same year.
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Media and arts higher education is another driving force for our Group’s continuing success.
Established in 2004, our University has quickly grown into a reputable media and arts
university, and we were ranked the first among all private media and arts independent college,
as recognized by the Chinese Universities Alumni Association for five consecutive years from
2016 to 2020. In addition, our University is also the second largest private sector provider of
media and arts higher education in China as measured by student enrollment in media and arts
related majors in the school year 2018/2019, according to Frost & Sullivan.

These two cornerstone businesses cooperate with each other closely, and are showing strong
synergies. We believe they will further fuel the development of our Group with a virtuous
cycle. Our TV/film production business brings us reputation and recognition across the country
and helps connect our University with the industry. By leveraging our resources in the TV/film
production industry, we introduce industry leaders to join as our faculty and generate a large
number of internship and employment opportunities for our students. Our University at the
same time also serves as a source for the recruitment of talent and supply of creative content
for our TV/film production business. For example, we have established a scriptwriting award
in our University to encourage students to convert their innovative ideas into stories, and we
benefit from this creative source of story ideas.

Deep trusted cooperation relationship with major online video platforms and TV stations

Delivering high-quality content to the satisfaction of our customers is our highest priority. To
this end, we have established a comprehensive cooperation model for content creation. As soon
as we develop an idea for a TV series, we start working closely with potential customers, and
update them frequently on production progress. Our production team proactively responds to
feedback from our customers, for example, in respect of storylines and choice of leading actors.
These efforts ensure that our final products are well received by our customers. For the last ten
TV series we produced, all of their initial broadcasting rights were purchased even before we
completed the production.

Through consistently delivering high-quality content for over two decades, we have
successfully built great trust with major TV stations and online broadcasting channels across
China. This trust can be demonstrated by our customers’ willingness to co-invest in our TV
shows. For example, Mango TV invested 41% in The Gods (#1#f)) which was aired in 2019 and
Tencent invested 50% in Don’t Call Me Jiushen (5|3 ##) which has been broadcasted
online since June 2020.

Ability and experience to deliver high quality content

We are home to an exceptionally experienced and dedicated internal creative team, led by Mr.
Pu, our chairman and a team of seasoned TV producers. We have historically cooperated with
top scriptwriters, producers, directors and actors in the industry, which include ZHANG
Jizhong (34 H"), ZHAO Baogang (#E [l), JIANG Jiajun (%), HU Jun (#5), HUANG
Lei (3% ), YU Zheng (F1E), and Joe CHEN (P& R).

In production, we carefully examine thousands of potential opportunities and make highly
selective investments in high return projects amid the fast changing content creation industry.
Adaptation from popular novels and plays has been one important successful strategy for us
historically. To name a few, Demi-Gods and Semi-Devils (KHE/\#f) in 2003, Untouchable
Lovers (JBUA ) in 2017, and The Heaven Sword and Dragon Saber (fiF KB HERT) in 2019 were
all adapted from popular novels, all of which recorded top viewer ratings and generated
substantial revenues for us. Our current inventory of adaptation rights includes the Emperors
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Trilogy by Eryue He (—H M) — Kangxi Emperor (JEEEKF), Yongzheng Emperor (FELEKF)
and Qianlong Emperor (#2[% K #), several popular novels by JIN Yong and the film adaptation
rights for all the works of LIANG Xiaosheng (#:IE%).

While the industry has been enthusiastically rushing to purchase adaptation rights of popular
literature, we excel as our visionary content creation team has managed to identify novels
before they become national bestsellers, which ultimately lowers our production costs
significantly. For instance, we contracted with JIN Yong as early as 2005 to obtain the
adaptation right for two of his popular novels, The Heaven Sword and Dragon Saber (i X &
HERT) and The Legend of the Condor Heroes ( S P B T )

High quality media and arts curriculum that prepares our students to stand out in the job
market

The curriculum of our University is designed to cater to the needs of the evolving media and
arts industry. For instance, we established a major in animation in 2004 and another one in
game commentating in 2016, which was one of the earliest in the industry and we founded the
research center for internet broadcasting in 2016 in cooperation with iQiyi. These market-
oriented courses, combined with numerous internship opportunities in collaboration with
industry-leaders, equip our students with the ability to excel even when they are still on
campus. During the Track Record Period, on average 2,300 students each school year were
offered internship opportunities through our internship network.

As a result of our market-oriented curriculum and internship networks that prepare our students
to excel professionally, the initial employment rate of our graduates was 92.7% for those
graduating in the school year 2016/2017, compared to 78.4% in all higher education institutes
in China, according to Frost & Sullivan. For the subsequent school years 2017/2018 and
2018/2019 for which comparable national data is not available, we continued to record initial
employment rates as high as 93.0% and 86.2%, respectively. In addition, according to a survey
by the College Admissions and Career Guidance Service Center of Jiangsu Province, our
University ranked first in employment competitiveness from 2012 to 2015 and first in average
starting salary of graduates in 2015, among all private universities in Jiangsu Province.

Experienced University faculty and extensive international cooperation

As of December 31, 2019, we had 706 full-time faculty at our University, with another group
of 524 experienced professionals serving as adjuncts. Our faculty are not only experienced and
reputable in academia, but also have deep connections to the media industry. The Drama, Film,
TV Program Research Center, and the Aerophotography Research Center of our University all
demonstrate the commitment of our University and our faculty to combining academic
excellence with practical real world needs. Our efforts to recruit leaders in the media industry
to educate our students do not stop at academia. As of December 31, 2019, there were 524
adjunct teachers in our faculty team, who on average had 10 years’ industry experience.

As of December 31, 2019, our University had exchange or joint degree programs with over 50
universities around the world, including universities in New York, Tokyo, London and Hong
Kong. More than 1,000 students have benefitted from these programs and gained international
exposure. Additionally, 410 students are currently enrolled in our international preparatory
program, which prepares them for overseas studies.
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Experienced management team with a long and proven track record

Our founder and Chairman of the Board, Mr. Pu, was a pioneer in the TV industry. Mr. Pu
founded Beijing Pushengda Advertising Co., Ltd. (L5225 & A FR/AF]) in December
1998 and Huaxia Online in December 2001 to invest in TV series production. Mr. Pu from there
led Huaxia Online and later Huaxia Audio-Visual to become a TV series production
powerhouse in China, having made dozens of highly popular TV shows in the past two decades.

Mr. Yan Xiang received his bachelor’s degree in broadcasting in January 1982 from the Beijing
Broadcasting Institute (t52EREEERE), the predecessor of CUC. Two years after completing
postgraduate studies in journalism from Hebei University (77t K £2) in 2004, he joined CUCN
as a professor. Mr. Yan has more than 30-years’ working experience as broadcaster, advertising
manager and producer, as well as around 12 years’ management experience in media and arts
higher education including as the dean of the broadcasting and art institute of CUCN from
October 2007 to October 2016.

We also have a team of seasoned senior and mid-level management, including department
directors in Huaxia Audio-Visual, a majority of whom have over 20 years’ experience in the
TV/film production industry, as well as vice presidents and deans in our University, who are
all experienced educators in China. We believe the proven track record of our management
team demonstrates its leadership, capability and commitment which will continue to lead us to
future successes.

OUR BUSINESS STRATEGIES

We intend to maintain and strengthen our leading position in the TV series production industry
and private media and arts university field, and at the same time expand our reach into areas
like film production and talent agency to develop into a leading media group. To achieve this
goal, we plan to pursue the following strategies:

Continue to produce high quality content

We believe that our Group has developed a distinct identity that customers and audiences
associate with high quality and great viewership. We intend to build on this brand recognition
by continuing to make high quality TV series that attract a broad audience. Six TV series and
two feature web films are in the pipeline and are expected to hit the TV or the Internet in the
next two years. Please see “— Products and services — TV/film production — TV series and films
under production” for details. Moreover, we plan to further capitalize on our brand recognition
as well as our experience and in-depth insights in the content production industry to expand our
product genres. We have long been recognized as a leading producer of ancient costume TV
series. We intend to go beyond this traditional strength, and explore more opportunities in other
genres and from original story ideas in the future.

In addition to traditional TV series and films, we have witnessed rapid growth opportunities in
producing content specifically for internet broadcasting, riding the tailwinds of faster internet
connections, the increasing popularity of content consumption via internet, comparably less
stringent regulatory regime, and more flexible production schedule. Broadcasting channels can
also be determined relatively early, normally before the principal photography stage begins,
and its profit is not fixed at a total purchase price but is instead related to the number of online
views. Currently, with our first web film debuted in June 2020, we are producing and planning
to produce in total five web films and two web series.
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We also plan to expand our production of TV variety shows, with a new strategy. We will start
producing shows on our own, a change from our previous practice of being commissioned by
TV stations. We are currently working on an online reality show called Super Intern (K E
#/E) together with Emperor Entertainment Group (% 2 2 444E[H)), one of the market leaders
in the entertainment industry in the Asia-Pacific region.

Expand the capacity of our University and optimize our pricing to improve profitability

As of the Latest Practicable Date, our University occupied four parcels of land in the PRC with
a total gross site area of approximately 705,455 square meters. Given that our current facilities
have been reaching full capacity, and the utilization rate of our University was above 95%
throughout the Track Record Period. Some of our occupied land is not fully utilized yet, which
will allow us to build more dormitories, teaching buildings and other necessary facilities to
accommodate additional students in the future and drive further growth of revenues. We started
the phase II plan to expand the capacity of our University in January 2019. We plan to invest
in aggregate approximately RMB400 million through 2021 to build additional dormitories that
can accommodate 4,000 students (and thereby expand our school capacity for student
enrollment, which as a boarding university is limited by our accommodation facilities), one
gymnasium, and one teaching facility building for our international preparatory programs.

Our average annual tuition fee was RMB15,853 per student for the year ended December 31,
2019, which we believe leaves us with significant potential for tuition increase. Moreover, our
highly profitable international preparatory program, which charges from RMBS58,000 to
RMB78,000 per student annually for the school year 2019/2020, is not subject to enrollment
quotas set by the MOE. We plan to further expand this international preparatory program and
aim to have 1,200 students in the next three years. We also plan to further expand our 4-year
continuing education program in the future.

Explore new growth opportunities

We plan to expand our operations into several areas where we can leverage our brand
recognition and our experience and connections in the content creation and arts education
industries.

Art-related training programs are of particular interest to us, as we see great market
opportunities given the recent strong growth momentum of this industry and the absence of
dominant existing players, in the context of the growing size of the Chinese middle class that
are willing to pay for art training for their children or themselves, and the impact of the internet
celebrity economy that attracts young people into the arts and content creation. Specifically, we
are exploring opportunities to launch our own art schools or training programs, as we see great
market potential and the possibility to monetize the brand recognition of our Group, and our
experience gained from running various featured programs in our University.

While nurturing young people who aspire to develop performing arts careers through our Star
Dream training program, we also plan to launch a talent agency and management business in
cooperation with Emperor Entertainment Group. Once selected, talent will continuously
receive ongoing high-level training, resources and opportunities from our Group. We believe,
in return, they can actively involve in our new TV shows such as Super Intern (H#REEE)
and become part of the foundation for our future prosperity.
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Continue to improve the education quality of our University

We are constantly endeavoring to improve our course offerings, particularly in our media and
arts-related majors. For example, we will expand international cooperation on cartoon creation,
including with the most well-known cartoonists Chiba Tetsuya and Himegawa Akira from
Japan. We are also introducing top professors from the Russian Academy of Arts to upgrade our
Western painting courses. In addition to improving the quality of our faculty, we are working
continuously to optimize our curriculum. For instance, we are currently integrating cartoon
creation-related courses to our Japanese major curriculum so that graduates will be equipped
with linguistic skills as well as specific industry knowledge in cartoon creation to help them
occupy a niche position in the job market.

Selectively pursue strategic alliances, investments and acquisitions

We may selectively pursue strategic investments or acquisitions that complement our business,
represent a strategic fit and are consistent with our overall growth strategy. These investments
could include acquisitions along our service value chain or of other market players that can
help realize the economies of scale. We have not identified any specific target for our
acquisition, but we intend to focus our search on quality local educators in media and arts that
can capitalize on the recognition of our ‘Cathay Media’ brand and our insight to the industry.

BUSINESS OPERATION
During the Track Record Period, our business operations consisted of the following:
. TV/film production; and
. higher education.
The table below sets forth a breakdown of our revenue by segment during the Track Record
Period:
For the year ended December 31,
2017 2018 2019
RMB Y% RMB % RMB Y%
(in thousands of RMB, except percentage)

Segment Revenue:

TV/film production 300,601 54.0 91,396 24.8 435,529 58.3
Higher education 256,277 46.0 276,922 75.2 311,657 41.7
Total 556,878 100.0 368,318 100.0 747,186 100.0

TV/film production

We commenced producing TV series in 2001, when Huaxia Online produced The Legend of the
Condor Heroes (4THEZEME(H). This TV series won the most popular TV series award granted
by Sina.com, a leading web portal in China. Since then we have successfully delivered many
popular TV series to audiences in China and abroad, including Demi-Gods and Semi-Devils (X
HE/\#B), The Return of the Condor Heroes (1§14 14), and Four Generations Under One Roof
(VY 1L [F] 7).
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In addition to the production of TV series, our TV/film production business also includes
production of TV variety shows and films. Our TV variety show production operation can be
traced back as far as 1999, when Huaxia Online produced Movies and TV Shows (5 17 [F] Hi%).
This program became a long-running classic show in the industry and was aired on a daily basis
nationwide for 16 years until 2015. Since 1999, we have delivered many widely-watched shows
to audiences in China and abroad. Some of our signature shows include Movie and TV Show
Club (F#71H4%75), which was broadcast weekly on CCTV from 1999 to 2015, and I love
Kitchen (#F% &%), which was broadcast weekly on more than 20 TV stations from 2002 to
2006.

Until 2015, we had been commissioned by TV stations to produce TV variety shows. We have
determined to switch strategies and now plan to produce TV shows in-house for sale. We
believe this new model which is similar to our model for the production of TV series, has the
potential to generate a higher profit margin. We are confident that these programs will be
well-received by customers based on our established reputation and recognition in the industry
as well as our close ties with TV stations and online video platforms. Currently, we are working
on Super Intern (H#E % /L), an online reality show, with Emperor Entertainment Group.

Film and TV production share similar production methods, with many players, including
directors and actors, actively engaging in both fields. Because of our successful track record
in TV series production, our media industry connections and the similarity of the business
model, we ventured into the film production industry in the early 2010s. We acted as a minority
investor in two films in 2012, namely The Palace ( E#4J7F) and One Night Surprise (— &
). We started to produce films and dramas specially for internet broadcasting in 2019, and
our first web film was debuted in June 2020.

Higher education

Our University, g2 (Pinyin: Nanjing Chuanmei Xueyuan), is located in Jiangsu
Province and provides undergraduate education, offering a curriculum covering 50 majors,
with a focus on media and performing arts.

Our University had 14,256 students enrolled in undergraduate programs as of October 31,
2019. As of the Latest Practicable Date, our University occupied four parcels of land with a
total gross site area of approximately 705,455 square meters, and 26 buildings with a total
gross floor area of approximately 283,397 square meters.

Our University was initially established upon the cooperation of Nanjing Meiya and CUC as
an independent college in 2004. As the operations and management of our University had
sufficiently matured and in light of industry policies encouraging independent colleges to
convert to private higher education institutions, in July 2019, CUC, CUCN and Nanjing Meiya
entered into a termination agreement for a one-off payment of RMB 160 million by CUCN and
Nanjing Meiya to CUC to settle all historical outstanding payments, terminate the cooperation,
and provide a transition period for CUCN to convert to a private higher education institution.
See “History, reorganization and corporate structure — Corporate development of our Group —
Prior cooperation with CUC” for details. Our University officially converted from an
independent college to a private higher education institution under the new school name, At
IR (Pinyin: Nanjing Chuanmei Xueyuan), and obtained the updated Private School
Operating License in May 2020.
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Undergraduate programs
We have experienced steady growth since the commencement of the operation of our
University. The following table sets forth information relating to the student enrollment for our

undergraduate programs in each presented school year:

School year
2016/2017 2017/2018 2018/2019 2019/2020

Students enrolled in the four-year

undergraduate program 11,548 11,872 12,346 12,930
Students enrolled in the two-year junior

college to undergraduate program 920 1,136 1,169 1,326
Total students enrolled 12,468 13,008 13,515 14,256
School capacity” 12,800 13,216 14,204 14,804
School utilization rate‘® 97.4% 98.4% 95.1% 96.3%

Notes:

* The student enrollment information during the Track Record Period was based on the official records of the
relevant PRC education authority or the internal records of our University.

(I)  Our University is a boarding university. The capacity for student enrollment at our University is restricted by
the availability of our accommodation facilities.

(2)  School utilization rate equals the number of total students enrolled in our undergraduate programs divided by
the school capacity.

We charge our students tuition fees and boarding fee. Subject to approval from relevant PRC
education authorities, we raise tuition fees at our University from time to time to reflect our
increased operating costs. The following table sets forth information relating to annual tuition
fees and boarding fee charged by our University for undergraduate programs in each presented
school year:

School year
2016/2017 2017/2018 2018/2019 2019/2020

(in RMB)
Tuition fees (range) 14,000~18,000 14,000~18,000 14,000~18,000 14,000~18,000
Boarding fee 1,500 1,500 1,500 1,500

We raised tuition fees for our undergraduate programs in September 2013, but we have not
further raised tuition fees since then. New tuition fees are only applicable to newly enrolled
students, while students who had already enrolled at our University continue to pay the
applicable tuition fees at the rates applicable when they first enrolled.
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The below table sets forth the average tuition fee per student enrolled in the undergraduate
programs of our University for the years indicated:

Year ended December 31,

2017 2018 2019
RMB
Average tuition fees
per student 16,053 16,123 15,853

Note:

(1) The average tuition fee per student for the years ended December 31, 2017, 2018 and 2019 are calculated by
dividing the revenue generated from tuition fees of the students enrolled in the undergraduate program of our
University, by all students for the years indicated by the number of students enrolled as of October 31 of such
year.

We require students to pay tuition fees and boarding fee for the entire school year upfront, and
recognize revenue proportionately over the whole period of the applicable program. In the
event a student withdraws during a school year, we will calculate tuition fees and boarding fee
that can be refunded to such student based on the following policy: (i) if a student withdraws
from our University before the commencement of a school year, all of the tuition fees and
boarding fee paid in advance will be refunded; and (ii) if a student withdraws from our
University voluntarily during a school year, we will deduct the tuition fee and boarding fee
proportionate to the number of months he/she has studied at our University in that whole school
year, and then refund the remaining portion of what such student has already prepaid. Reasons
for student withdrawal primarily include to pursue studies in other fields or overseas, to start
his/her own business or health and other personal issues.

The following table sets forth information relating to the student withdrawals and refunds for
our University in each presented school year:

School year
2016/2017 2017/2018 2018/2019 2019/2020

Student withdrawals 22 27 41 26
Tuition and boarding fee refunded
(in RMB) 230,480 321,202 386,812 208,885

Featured programs
In addition to our undergraduate degree education, we also have international preparatory
programs and continuing education programs, which are not subject to enrollment limits or

tuition fee approval by the MOE.

Our continuing education programs serve adults who want to further develop skills for a new
job, or develop a personal interest, or obtain a degree.
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Our international preparatory program caters to the needs of students looking for education that
connects them to their next step of studies overseas, and is supported by our cooperation with
more than 50 leading educational institutions in the field of media and arts across the world.
Students enrolled in this program receive training on their majors as well as assistance with
their school applications. In particular, our preparatory programs offer students a wide range
of high standard arts training courses, and credits earned can be recognized by the overseas
universities we cooperate with and count towards their undergraduate qualification. To better
prepare our students for the future undergraduate studies, we also organize workshops given by
internationally renowned artists and experts to enhance students’ knowledge and skills. At the
end of the program, the International School of our University will issue a certificate of
completion to our students who have passed all required courses, and they are then expected
to continue their undergraduate study with our cooperating overseas universities.

The table below sets forth student enrollment of our international preparatory programs and
continuing education programs for the relevant school years.

School year
2016/2017 2017/2018 2018/2019 2019/2020

International preparatory programs

Students enrolled 42 41 166 410
Continuing education programs
Students enrolled 72 58 36 301

In addition, we launched our first Star Dream training program in August 2019. Famous and
experienced instructors attached by their previous cooperation with us and our reputation in the
entertainment business work side-by-side with experts at our University to deliver tailored
training programs for talented performers dreaming of stardom. This 16-day pilot program had
proved to be popular. Within one month approximately 610 young actors applied in spite of a
high training fee of close to RMB20,800, of which only 30 were admitted.

For the school years 2016/2017, 2017/2018, 2018/2019 and 2019/2020, our University had
426, 424, 398, and 254 part-time students, respectively, mainly consisting of students
participating in some of our continuing education programs (correspondence education
programs) and short-term training programs. For the years ended December 31, 2017, 2018 and
2019, revenue generated from our part-time students accounted for approximately 0.6%, 0.2%
and 0.2% of the total revenue of our higher education business for the same years, respectively.

AWARDS AND CERTIFICATION
The table below sets out the major awards and certifications we have received:
Award/Certification Awarded by Year

TV/film production

Star Award (f2)G4E) State Administration of Radio, Film, 2000, 2002,
and Television of China 2003
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Award/Certification

China TV Golden Eagle Awards
(P B B4 ESE) — Best Ten
TV Series Award

Best Ten TV Series

Most Popular TV Series

Most Charming TV Series
Annual Quality TV Series

Best Ancient Costume TV Series
Feitian Award (Nomination)
Best Rating Award

Most Influential TV/Web Award

Annual Best TV Series Award
Popular TV Series

Top 30 Investment Value Culture
and Creative Enterprise

Industry Legend Award
Outstanding Original Program
Popular TV Series

Higher education

Top 10 National Independent
College

Top Two Private Universities in
Jiangsu Province

Best Private Independent College
in China

Awarded by

China Television Artists Association

China Radio and Television
Association

Sina.com

South TV

Internet China

TV Series Billboard

NRTA

China-made TV Series Festival

China Radio and Television
Association, Communication
University of China and Minzu
University of China

Sina BQ Popularity Ranking
Hunan TV

China Culture and Finance
Innovation Summit

iQiyi and PPS
Tencent Video

Guangxi TV

Chinese Universities Alumni
Association

Chinese Universities Alumni
Association

Chinese Universities Alumni
Association
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Specifically, three TV series premiered during the Track Record Period and none were
loss-making. The below table sets forth additional information relating to these series,
including their gross profit margin and revenue generated during the Track Record Period:

Gross
profit
margin for
Amount of % of  Number the Track Revenue generated for year
our investment of Record  Viewership ended
Title investment  from us  episodes Period measurement” December 31,
2017 2018 2019
(in thousands of RMB)
The Gods (5f#) RMB62.0 39% 65 38% 0.72% - 61230 28,072
million
Untouchable Lovers RMB144.1 80% 52 49% 1.06% 296,607 7,251 -
(BRI million
The Heaven Sword and ~ RMB236.2 100% 50 46% 6.4 billion - 13453 405,109
Dragon Saber million view
(K EER)
Note:

(I)  Viewership measurement for TV series broadcast via cable networks is expressed as a percentage of the
potential TV audience viewing, while the measurement for series broadcast via internet is expressed as view
counts of respective online platforms.

We were the sole producer for some of our TV series. In addition, from time to time we also
co-invest and co-produce TV series. Such co-production is on a title by title basis, and will last
until the full life cycle, from pre-production, production to distribution, of a TV series or film
is completed. In co-production projects, we and other co-producers invest into the production
project in proportion to a pre-determined ratio when the funding needs arise, and make joint
decisions on production, including, most importantly, budgeting, selection of creative crew and
distribution. In most cases, each co-producer is engaged by the joint operation to take charge
of different phases of the whole production and distribution process.

We and our co-production partners invest and share the ownership and earnings of the TV
series and film rights upon the completion of production proportionally. For accounting
purposes, such co-investment arrangements are classified as joint operations, and we and our
co-production partners recognize direct rights to the assets, liabilities, revenues and expenses
of these joint operations and our respective share of any jointly held or incurred assets,
liabilities, revenues and expenses based on the terms as set out in co-investment and
co-production agreements.
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TV series and films under production

The table below sets forth the TV series and films under production as of the Latest Practicable
Date. The expected timeframes and total investment from us are estimated based on current
plans and estimates and subject to change, and reflect information available as of the date they
were made.

Expected
% of completion
investment of
Title Genre from us Current status production
Mrs. Qing (l5RN) TV 100% Pre-production 2021
(screenwriting)
Ashes of Time (R ABFIF) TV 100% Pre-production 2021
(screenwriting)
Copper Wedding (#4) TV 100% Pre-production 2021
(screenwriting)
Kangxi Emperor (JEEEA#H) TV 100% Pre-production 2021
(screenwriting)
Hi, Shichahai (", f17/) TV 35% Post-production (editing) 2020
Quiet (ZiF) TV Not Principal photography 2020
finalized
Nantaihang Xuechi Village I ~ Web 100% Pre-production 2020
( B ARAT It 1 55— ) film (filing with NRTA)
Nantaihang Xuechi Village 1I Web 100% Pre-production 2021
( B ARAT It 1 55— 7%5) film (filing with NRTA)

The below table sets forth the carrying amount/total amount capitalized, budget, percentage of
completion of all TV series and films completed or under production as of December 31, 2019
on a title-by-title basis:

Carrying amount/ Percentage
total amount of
capitalized Budget completion

(in thousands of RMB)

Completed production

The Gods () 3,747 NA NA
Zhaoge (FH#K) 45,000 NA NA

Under-production
Kangxi Emperor (5FEATH) 4,915 330,000 1.5%

Production timeline

We always take an active co-production role for all of our co-invested TV series and films,
except for two minority investments in films during 2012 where we were passive investors. We
believe that in this way we manage to maintain our reputation and ensure every TV program
associated with the brand “Cathay Media” is of high quality and can expect to enjoy high
popularity among viewers.
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We set out below a description of the typical production process for a TV series, to illustrate
the typical production process of our TV/film business segment. The production process for TV
variety shows and films are similar to the process for a TV series as set out below.

The following diagram illustrates the timeline to produce a TV series:

Principal
Pre-production photography Post-production/Approval
\ A A
( i | )
< . . .
E Approximately > Approximately Approximately
= 3-6 months 5-6 months 6 months

Our TV series production process can be divided into three main phases: (i) pre-production; (ii)
principal photography; and (iii) post-production.

The diagram below illustrates the TV series production process:

PRE-PRODUCTION PHASE, INCLUDING:

v

Initial review of the script concept by development division and market research by sales team;
interaction with potential customers by sales team;

U

Second review of the script by the management committee:
e Approve the production project by voting
*  Review the script
*  Analyze market potential of the script by sales team

U

Formulating production budget by producer(s) and submitting the budget to the management
committee; revising the script according to the management committee’s comments

v

Approving the production budget by the management Registering and filing the production project
committee and initiating the production project with NRTA or its provincial counterparts

U

Final preparation stage: final revision of script, photography
location and casting selection and costume preparation

U

PRINCIPAL PHOTOGRAPHY PHASE

U

POST-PRODUCTION PHASE: tape development, |$ Applying for and obtaining TV Series
sound mixing and color adjustment. Distribution Permit from NRTA

- 126 —



BUSINESS

Pre-production

(a)

(b)

(c)

(d)

(e)

Originating script concepts

The initial stage of TV series production involves identifying or originating script
concepts. We have established multiple sourcing channels through which we are able to
access a wide variety of content. We have set up a dedicated development division that
specializes in identifying and recommending quality content for our scriptwriters. Their
in-depth industry knowledge enables them to capture viewer preferences and react to
market trends promptly. Our content sourcing channels include: (i) self-originated content
developed by our contracted scriptwriters; (ii) adaptations from popular novels or plays;
(ii1) content originated by our development division; and (iv) content recommended by
our senior management.

Initial review of script concepts and market research

Once a script concept is established, our development division and sales team carry out
an initial review from a marketing perspective. During this process, our sales team liaises
with potential customers and discusses the script concept with them to evaluate its market
potential. TV stations and online video platforms sometimes express interest in our TV
series during such preliminary discussions in the form of legally-binding pre-sales
agreements or in the form of non-legally-binding verbal confirmations of interest. We also
use viewer rating statistics from various sources to assess the likely popularity of such
script concepts. Only script concepts that pass initial reviews will be converted into
scripts. Otherwise, unused script concepts will be stored in our script library.

Scriptwriting

Upon approval of the content of script ideas by the development division and sales team,
project producers liaise with suitable scriptwriters who write the scripts. We collaborate
and maintain close communications with a number of experienced freelance scriptwriters
to ensure we have the capacity to convert our approved story ideas into high-quality
scripts. Additionally, we have contracted with a handful of scriptwriters so that we have
the right of first refusal for their scripts. The whole script composition process usually
requires approximately six months.

Internal discussion among senior management, project producer and sales team

When the outline of a script is ready, project producers seek approval for production from
our senior management who are directly in charge of script selection, budget review and
investment return assessment. We believe that our strict internal pre-production quality
control process contributes to the overall quality of our TV series.

Production budget formulation and initiation of production project

Producers formulate production budgets based on the scenes and settings set out in the
scripts during this stage, the chief producers meet with our sales team frequently to
discuss cast selection, sales and distribution strategy and estimated selling price per
episode, and our sales team will actively seek feedback from potential customers on these
issues as cast selection has a great impact on viewer ratings in China, which in turn will
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affect price per episode acceptable to our potential customers. Our management
committee reviews and approves production budgets for each TV series before a
production project is officially commenced.

(f)  Production project filing

We file the production project proposed with the local NRTA once a production project
is officially initiated. The filing process will typically take approximately one month.
During the Track Record Period, we did not encounter any production process delay
during the NRTA examination process and were not subject to any adverse action by the
NRTA.

(g) Engagement of crew and selection of production members

Project chief producers choose their production teams, which include cast, director and
other production personnel such as videographers, assistant directors, art directors and
location managers, mainly according to genre of scripts and production budgets. Our sales
team also provides market feedback regarding potential cast’s popularity and the expected
market impact of a TV series from TV stations and online video platforms during this
process. Based on the sales team’s suggestion, we team up with well-known actors or
directors, aiming to improve popularity among viewers and increase our brand awareness
within the industry.

Principal photography

Our principal photography stage takes five to six months on average. We have substantial
control over the length of production process.

During the principal photography phase, staff from our finance department are assigned to
production teams and sent on-site to handle cash disbursements as well as review supporting
documents such as contracts, producer’s approvals and invoices to ensure the validity and
accuracy of amounts before making payments to vendors. During the Track Record Period, the
financial controller from the finance department was in charge of monitoring and controlling
the costs of the TV series and carefully reviewing expenditures incurred for TV series. The
financial controller was also in charge of determining the capitalization of expenditures. Our
finance staff assigned to production teams report to our head office finance department every
two weeks on the use of cash and requests for cash outflows for the next two weeks. Cash is
wired to the production team every two weeks from the head office finance department based
on approved budgets. Any deviation of actual requests for cash from the approved budgets will
be reported directly to the management committee for review and approval. All expected cost
overruns need to be explained to and pre-approved by management committee for the relevant
project. We did not experience any major cost overruns during the Track Record Period.

Post-production

Our production team is usually heavily involved in the post-production process, including
editing, sound mixing, color adjustment, subtitling and production of master tapes for our
customers. Our producers and directors usually rent studios or facilities from Independent
Third Parties to complete the post-production phase. This phase requires approximately six
months.
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After master tapes of our TV series are ready, they are submitted to NRTA for final review and
approval to obtain a TV Series Distribution Permit (FE#LEI#E1TFF I #). This review process
generally takes approximately one month. The TV Series Distribution Permits (#1551 7F
A7) must be obtained prior to sending master tapes to our customers for broadcasting. During
the Track Record Period, we did not encounter any production process delay during the NRTA
examination process and were not subject to any adverse action by NRTA.

On February 21, 2020, the China Netcasting Services Association released the Guideline for
Online Variety Shows (HH%5%5EHT H NAFZAZUEAAL), setting forth standards for online
variety shows, mainly on content and casting. The new standards are consistent with our
historical and current practice, so we do not see extra burden or adverse effect arising from this
new regulation. See “Regulations — Regulations on TV series and variety shows production in
the PRC — Regulations on online variety shows in the PRC” for more details.

Higher education
Education offering to our students
Curriculums and majors

Our University currently offers 50 majors, with a focus on media, performing arts, and art and
design. We conduct thorough market research on employment trends and review and adjust our
majors and course offerings accordingly. For example, in our Track Record Period, we created
new majors in Korean language, musical performance and filmology that we believe have good
job prospects based on our thorough market research.

We continue to explore new and innovative areas. We launched courses in new-media live
streaming, and online e-sports commentary building on the foundations of our traditional
strong majors in broadcasting and hosting. We established the e-sports department in 2017,
aiming to build a leading platform for production, education and research of e-sports teaching,
events and TV/films.

Benefiting from the synergies between our higher education and the TV/film production
businesses, we are able to cultivate career-oriented talent through school-enterprise
cooperation. For instance, we mobilize resources and those of our business partners, such as
Emperor Entertainment Group, to provide students majoring in directing, screenwriting and
performing arts with reputable leaders as mentors as well as enterprise-like practice
opportunities. In addition, our photography department has built our professional aerial
photography training base in Jiangsu Province through industry-university cooperation.

In a report by the Chinese Alumni Association in 2018, seven of our majors were rated five
stars or above, among which the broadcasting & hosting, journalism, broadcasting and TV
directing majors were rated six stars as “Top Independent College Majors in China”. In 2019,
broadcasting and hosting as well as broadcasting and TV directing majors were recognized as
top tier undergraduate majors in Jiangsu Province by the Jiangsu provincial government.

Most of our students are enrolled in our four-year undergraduate program, and are admitted to
our University through the National Higher Education Entrance Examination. In addition, a
small portion of our students have studied at a junior college before attending our University.
These students will generally spend another two years in our school before graduation.
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Career planning initiatives and graduate employment

As a higher education service provider, we consider our graduates’ employment rate to be a key
measurement of our teaching quality. We have established a comprehensive program of
employment and entrepreneurship guidance for our students:

. Curriculum planning: We generally design a comprehensive career planning map for our
students, ranging from developing career awareness and setting career goals at an early
stage, to providing relevant career-oriented courses, expanding practical training and
enhancing job-seeking skills during the course of their enrollment;

. Students practical training platform: We strive to further enhance our students’
employability and entrepreneurship skills through the provision of various practical
training opportunities, such as entrepreneurship competitions, career planning
competitions, resume drafting competitions and mock interviews; and

. Career information system: We are committed to perfecting our career information
system, incorporating online and offline channels, including our website and WeChat, in
order to timely disseminate critical employment-related information to students.

To assist our students in finding suitable job opportunities that best utilize their knowledge and
skills and provide them with the appropriate platform to further develop their potential, we
have established a graduate employment office, which is responsible for, among other things,
(i) formulating, consolidating, verifying and reporting graduate career placement strategies;
(i) providing training to career placement officers; (iii) arranging employment guidance
sessions for our students; (iv) exploring and developing relevant job markets for graduates; (v)
organizing on-campus recruitment fairs; and (vi) monitoring graduates’ employment status.

Workplace simulation training and internships

To give students ample opportunities to perfect their practical knowledge and skills, we
designed and constructed numerous laboratories and studios at our University. These
laboratories and studios provide enterprise-like simulated training environments. They are
generally operated as part of specific task-oriented training programs to provide our students
with a simulated workplace environment so that our students can seamlessly transition from
in-class learning to real work-like experience. Major-related training courses usually require
students to complete task-based projects, either individually or in collaboration with other
students.

We also highly encourage our students to seek internships during the course of their studies to
develop first-hand professional experience. Students generally obtain internships on their own
or through various school-enterprise collaboration programs and external practical training
bases we have established with our collaboration partners. Similar to simulated workplace
training, we believe internships can provide further practical training to our students and better
prepare them for future employment. Our University has cooperated with various reputable
organizations, and as of December 31, 2019, we had formed collaboration relationships with
94 enterprises and institutions, who accept our students as interns. Our collaboration and
internship network covers almost all city-level TV stations in Jiangsu Province and includes
leading players in industry. For instance, we set up an internship program with iQiyi, a leading
online video platform in China. Our teachers and students work with iQiyi to explore the latest
trends in internet media and communication, and students enrolled in this program are exposed
to first-hand practical experience.

- 130 -



BUSINESS

Graduation and employment

Our University has achieved high initial employment rates for graduates. For the 2016/2017,
2017/2018 and 2018/2019 school years, our University had 3,229, 3,340 and 3,354 graduates,
and the initial employment rates were 92.7%, 93.0% and 86.2%, respectively.

Implications of the Amendment of Law for Promoting Private Education of the PRC and the
Draft Revision of the Regulations on the Implementation of the Law for Promoting Private
Education of the PRC

The Amendment

On November 7, 2016, the Decision of the Standing Committee of the National People’s
Congress on Amending the Law for Promoting Private Education of the PRC (& ARt
REwBEEgRMMER ChEE N R R REER) FPRE) (the “Amendment”)
was promulgated and later came into force on September 1, 2017. The Amendment introduces
a new classification system for private schools and the sponsors of private schools are allowed
to choose to establish non-profit or for-profit private schools with the exception for schools
providing compulsory education, which can only be established as non-profit entities. The
following table sets forth the key differences between a for-profit private school and a
non-profit private school under the Amendment:

Item For-profit private school Non-profit private school

Receipt of Sponsors are allowed to receive Sponsors are not allowed to
operating operating profits, and the surplus receive operating profits, and all
profits from operations shall be handled surplus from operations shall be

Licenses and
registration

Fees charged to
students

Tax treatment

Land

in accordance with the provisions
of the PRC Company Law and
other laws and regulations

Private school operating licenses,
business licenses

Determined based on school
operating costs and market
demands, and no prior regulatory
approval is required

Preferential tax treatment as
stipulated by PRC laws and

regulations

Acquired under PRC laws and
regulations
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used for the operation of the
school

Private school operating licenses
and a certificate of registration for
a privately-run non-enterprise
unit/the legal person certificate of
public institution

Determined pursuant to the
relevant regulations promulgated
by the local governments

Same preferential tax treatment as
public schools

Acquired through land allocation
or other ways with governmental
support and subsidy granted under
the same principles for public
school
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Item

Public funding

Liquidation

For-profit private school

Public funding in the form of
purchase of services, student
loans, scholarships, lease or
acquisition of unused State-owned
assets

Liquidated in accordance with the
provisions of the PRC Company
Law. Sponsors can obtain the

Non-profit private school

Public funding in the form of
purchase of services, student
loans, scholarships, lease or
acquisition of unused State-owned
assets, and government grants,
incentive funds and donations

For schools established before the
promulgation of the Amendment,
if there are still remaining school

assets after the settlement of
school’s indebtedness, such assets
shall be used continuously for the
operation of non-profit school.
School sponsor can apply for
compensation or rewards which
shall be decided based on a
number of factors

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

In addition to the Amendment, on December 30, 2016, the MOE, the SAIC and the Ministry
of Human Resources and Social Security jointly issued the Implementation Rules on the
Supervision and Administration of For-profit Private Schools (%% I HFEE A% B8 1 B il
ABHI), which details the supervision and administration of for-profit private schools regarding
the establishment of schools, the organization structure, the education and teaching activities,
finance and assets, the information publication, the change and termination of schools and the
penalties for violation. For further details of the Amendment and the Implementation Rules,
please refer to “Regulations — Regulations on private education in the PRC — The Law for
Promoting Private Education and the Implementing Rules for the Law for Promoting Private
Education”.

The Amendment is silent on the specific measures regarding how existing schools can choose
to become for-profit private schools, which, according to the Amendment, shall be regulated
by laws and regulations to be promulgated by the local government authorities. On a local
legislation level, in February 2018, the government of Jiangsu Province promulgated the
Implementation Opinion on Encouraging Social Groups to Engage in Education and Promoting
the Healthy Development of Private Education (VL% EURMN B it s B+t & 7 & B E e e R
WA E (@RS R EME ) (the “Jiangsu Opinion”), and in May 2018, five local
government authorities, including the Education Department of Jiangsu Province, promulgated
the Implementation Rules for Classification and Registration of Private Schools in Jiangsu
Province (TL#RE RIFER D BUSTCEMANN) (the “Jiangsu Implementation Rules”). The
Jiangsu Implementation Rules allow private schools established before November 7, 2016 like
our University to choose and complete the registration as for-profit or non-profit schools by
2020, or possibly extended until 2022. However, both the Jiangsu Opinion and the Jiangsu
Implementation Rules did not set out detailed procedures for the registration.
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In light of this policy uncertainty, our University has not yet elected to be classified as a
for-profit private school or a non-profit private school. Under the existing regulatory
environment and based on the interpretation of the Amendment and the existing ownership
structure of our University, it is our intention to register our University as a for-profit private
school. In the event that our University chooses to be and successfully registers as a for-profit
private school, the potential impact of the Amendment includes the following:

. The rights and interests of the sponsors of our University will be protected in more
definitive and favorable ways: the Amendment provides that the school sponsors of
for-profit private schools can obtain the schools’ operating profits, and remaining assets
upon liquidation;

. Our University shall have the discretion to determine the amount of fees to be charged;

. Our University may enjoy support from certain PRC government policies: the
Amendment stipulates that the governments at or above the county level in the PRC can
provide various policy support to for-profit private schools, such as preferential tax
policies and student loans;

. There may be increased uncertainty about the extent of the benefits to be provided by the
government supporting measures: according to the Amendment, while land will be
supplied to non-profit private schools by the government through allocation or other
means, for-profit private schools are not expected to enjoy the same treatment as public
schools and non-profit private schools; and

. Our University will be subject to the requirements of applying for re-registration: the
Amendment also requires that private schools choosing to register as for-profit private
schools shall carry out financial settlement procedures, clarify property ownership, pay
the relevant taxes and fees, and re-apply for registration.

Based on the foregoing, there remain substantial uncertainties in the interpretation and
implementation of the Amendment regarding various aspects of the operations of a private
school, in particular, (i) specific procedures required to be completed for a school to register
a for-profit school or non-profit school; and (ii) respective preferential tax treatments that may
be enjoyed by a for-profit school.

The MOJ Draft for Comments

On August 10, 2018, the MOJ issued the Draft Revision of the Regulations on the
Implementation of the Law for Promoting Private Education of the PRC (the Draft for
Examination and Approval) (H3EARILAE RPFAE M EL RGBT ESR) GEER)
(the “MOJ Draft for Comments”) to seek public comments. The MOJ Draft for Comments
further promotes the development of private education by providing that a private school shall
enjoy rights or preferential policies stipulated by laws equivalent to those applicable to a public
school, which primarily include: (i) a non-profit private school shall enjoy the same tax
policies as enjoyed by a public school, and a for-profit school shall enjoy tax preferential
treatments and other preferential policies applied to industries encouraged by the state for
development; and (ii) the local governments shall grant preferential treatments in terms of land
use by means of allocation in accordance with the principle of treating non-profit private
schools equally as public schools, and for schools that provide education for academic
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credentials, may provide land by means of bid invitation, auction or listing, assigning
contracts, long-term lease or combination of sale as well as rental, and may give appropriate
preferential treatment on charges for the assignment or rental of land, and may permit payment
in installments.

The MOJ Draft for Comments stipulates further provisions of the operation and management
of private schools including, among other things, (i) a private school shall conduct any
connected transactions in a manner that is open, justified and fair and shall establish disclosure
mechanisms for such transactions. Any agreement involving material interests or any long-term
and recurring agreement entered into between a non-profit private school and its connected
party shall be reviewed and audited by the relevant government authorities in terms of
necessity, legitimacy and compliance; (ii) the registered capital of a for-profit private school
providing higher diploma education shall be not less than RMB200 million; and (iii) public
schools shall not establish or participate in the establishment of for-profit private schools. If
a public school establishes or participates in the establishment of a non-profit private school,
it shall first obtain approval from government authorities, and shall not use the state’s fiscal
funds, affect the public school’s teaching activities, or obtain profits through brand licensing.

The MOJ Draft for Comments may also have an impact on our University’s operation if passed
in the current form: (i) we will have to increase the registered capital of our University to not
less than RMB200 million (as of the Latest Practicable Date, our University has a registered
capital of RMB150 million, we plan to fulfill the shortfall of the registered capital by capital
injection by our Group through our internal resources or bank borrowings); and (ii) if our
school management model is considered to be a centralized school management model or if our
Contractual Arrangements are considered as a “contractual arrangements” under Clause 12 of
the MOIJ Draft for Comments, we may need to register our University as a for-profit private
school. Such stipulation may also have a negative impact on our expansion strategy, as we may
no longer be able to acquire non-profit private schools or control them through ways such as
franchising or “contractual arrangements”, our acquisition scope may also be limited. Further,
our Contractual Arrangements may be regarded as connected transactions of our private school.
We may incur substantial compliance costs for establishing disclosure mechanisms and
undergoing reviewing and audit by the relevant government authorities. Such process may not
be in our control and may be highly complicated and burdensome. Government authorities may,
during their review and audit process, compel us to make modifications to our Contractual
Arrangements, which may in turn adversely affect the operation of our Contractual
Arrangements. Government authorities may also find that one or more agreements underlying
our Contractual Arrangements do not comply with applicable PRC laws and regulations and
may subject us to administrative penalties, resulting in material adverse impact on our
operations and financial condition.

The MOJ previously required comments from the public on the MOJ Draft for Comments, if
any, to be submitted prior to September 10, 2018. However, it has not provided the timeframe
to amend the Implementation Rules on the Law for Promoting Private Education of the PRC.
As of the Latest Practicable Date, no new Implementation Rules on the Law for Promoting
Private Education of the PRC have been promulgated. Uncertainties exist with respect to the
form and content of the upcoming amended Implementation Rules on the Law for Promoting
Private Education of the PRC. We will pay close attention to the MOJ Draft for Comments and
consult with our PRC Legal Adviser for the developments of the MOJ Draft for Comments and
will make relevant amendments accordingly.
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Under the Law for Promoting Private Education, sponsors of a private school are allowed to
register and operate the school as a for-profit private school if such school is not providing
compulsory education. Pursuant to the Implementing Measures on Classification Registration
of Private Schools, the rules for changing the registration type of private schools shall be
formulated by the provincial government in accordance with relevant national legislations and
in light of local conditions. Under the current regulations for Jiangsu Province, registration as
a for-profit private school is not conditional on possession of property right certificates for all
land and buildings in use. The current form of the MOJ Draft for Comments is also silent in
this regard. Therefore, our PRC Legal Adviser is of the view that our Group is entitled to
register our University as a for-profit private school under the current applicable PRC Laws.

On-campus services
Meal catering services

We outsource all of the campus food and meal catering services at our University to third-party
catering service providers, all of whom are Independent Third Parties. We require all catering
service providers to obtain relevant licenses and permits required by laws and regulations. The
catering providers are obliged to provide catering services to our students and faculty for three
meals each day, and must ensure the food quality and safety. They are also generally required
to ensure that for each meal, the relevant canteen is open for a certain number of hours for each
meal service.

Medical care services

We provide routine medical services for our students and faculty by outsourcing such services
to qualified independent third party medical care providers. We require third-party medical
care providers to hold all licenses and permits required by law and regulations. In certain
serious and emergent medical situations, we will promptly send our students and faculty
members to local and nearby hospitals for treatment.

INVENTORY

We provide education service and produce intangible assets of TV and film rights in our
operation, therefore the concept of inventory does not strictly apply to us. Instead, the TV and
film rights on our balance sheet represent the assets of which we can license the broadcasting
rights.

Although we generally start the production of our TV series without receiving a definitive
purchase commitment from our customers, for the last ten TV series we made, we have been
able to sell all of them before their production was completed. We believe that is attributable
to the popularity of our TV series, our long-term close cooperation with our customers and our
consistent efforts to seek customer feedback from the outset of the production process.
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CUSTOMERS, SALES AND MARKETING
Overview
TV/film production

The customers in our TV/film production business include state-owned TV stations comprising
China’s sole national TV station, CCTV, provincial TV stations with nationwide coverage, as
well as municipal TV stations that operate terrestrial channels. We have also licensed the
broadcasting rights of our TV series to online video platforms and overseas markets. For our
film production business, we target the end retail audience directly.

All of our five largest customers during the Track Record Period were from our TV/film
production business and were Independent Third Parties. For the years ended December 31,
2017, 2018 and 2019, revenue generated from our five largest customers was RMB300.5
million, RMB75.6 million, and RMB434.1 million, respectively, representing 100.0%, 82.7%
and 99.7% of our total revenue from our TV/film production business for the same years. For
the years ended December 31, 2017, 2018 and 2019, the revenue contribution from our largest
customer represented 98.7%, 60.2%, and 92.0% of our total revenue from our TV/film
production business.

The table below sets forth details of our top five customers for the Track Record Period:

Start of
Transaction % of business
Customer Goods provided amount  revenue relationship Customer background
(in thousands
of RMB)
Year ended December 31, 2017
Customer A Broadcasting rights 296,607 533 2013 Operator of an online video platform based in
Beijing and listed on NASDAQ
Customer B Broadcasting rights 1,699 03 2017 Film producer and distributor based in
Hong Kong
Customer C  Broadcasting rights 1,558 0.3 2017 TV/film producer and distributor based in Japan
Customer D Broadcasting rights 443 0.1 2015 Operator of a TV network broadcast from
Chengdu, Sichuan Province
Customer E Broadcasting rights 228 0.0 2017 Operator of a TV network in Africa and
equipment supplier based in Beijing
Total 300,535 54.0
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Start of
Transaction % of business
Customer Goods provided amount  revenue relationship Customer background
(in thousands
of RMB)

Year ended December 31, 2018

Customer F Broadcasting rights 55,004 14.9 2010 Operator of a TV network broadcast from
Changsha, Hunan Province

Customer G Broadcasting rights 9,502 2.6 2016  Operator of a TV network broadcast from Hong
Kong and listed on the Stock Exchange

Customer H ~ Broadcasting rights 4434 1.2 2013 Operator of an online video platform based in
Shenzhen and subsidiary of a company listed on
the Stock Exchange

Customer Broadcasting rights 3,355 0.9 2016 Operator of a TV network broadcast from Taiwan

Customer C  Broadcasting rights 3334 0.9 2018 TV/film producer and distributor based in Japan

Total 75,629 205

Year ended December 31, 2019

Customer H ~ Broadcasting rights 400,943 53.7 2013 Operator of an online video platform based in
Shenzhen and subsidiary of a company listed on
the Stock Exchange

Customer J Broadcasting rights 27,300 3.6 2013 Operator of an online video platform based in
Hunan Province

Customer K Broadcasting rights 3,959 0.5 2018 A Beijing-based company principally engaged in
TV/film production and distribution

Customer L~ Broadcasting rights 1,175 0.2 2019 Provider of interactive multimedia services and
subsidiary of a company listed on the Stock
Exchange

Customer M Broadcasting rights 682 0.1 2019 Operator of a TV network broadcast from
Nanning, Guangxi Province

Total 434,059 58.1

The composition of our five largest customers changed from period to period primarily due to
our business model. We produce a variety of genres of TV series based on our management’s
assessment of the latest market trends and the genre of TV series that are most likely to
generate a good level of interest from TV stations and online video platforms. Our customers
themselves also have specific preferences for different genres each year depending on their
own assessment of the likely viewer preferences. The TV series that we produce in a year
would therefore attract different customers. Our largest customer in our TV/film production
business was different from period to period for the Track Record Period. Please refer to “Risk
factors — Risks relating to our business and industries — We generate a substantial portion of
our revenue from sales of our TV series to several TV stations and online video platforms. If
our cooperative relationships with TV stations and online video platforms deteriorate, our
business, financial condition and results of operations could be adversely affected” for risks
associated with this revenue concentration.
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To the best knowledge of our Directors, none of our Directors, senior management, their
respective close associates or any of our Shareholders holding more than 5.0% of our issued
capital, is related to or owns any interest in any of our five largest customers in our TV/film
production business.

In most cases, we contract with TV stations and online video platforms to broadcast our
programs for a period of two to eight years after the initial broadcast. The licensing fees are
generally negotiated on a per episode basis with a pre-determined range of total episodes.
Licensing fees are paid in installments — customers normally pay the first installment of
20%-30% of the total price after signing the contract and reviewing certain basic documents
(for example, project filing with the local NRTA and copyright related documents), which we
recognize as contract liabilities on our balance sheet, then another 30%-40% when we deliver
the master tapes, and the remaining amount after the TV programs are broadcast or become
available online. Some contracts with our customers include protective clauses which allow our
customers to terminate the licensing agreement if the master tapes we deliver do not meet their
technical criteria or the TV programs we produced are restrained from broadcasting in
unexpected circumstances, for example, change of regulations or industry policies. None of our
contracts were terminated by our customers during the Track Record Period.

Among all our customers for TV/film production, online video platforms are a particularly
important distribution channel, generating over 98% of our total revenue from our TV/film
production business for the years ended December 31, 2017 and 2019. The below table sets out
a breakdown of contribution of revenue by distribution channels for our TV/film production
business during the Track Record Period:

Year ended December 31,
2017 2018 2019
RMB % RMB % RMB %
(in thousands, except percentages)

TV stations - - 55,971 61.2 1,059 0.2
Online video platforms 296,835 98.7 6,035 6.6 428,245 98.3
Overseas markets 3,766 1.3 29,390 32.2 6,225 1.5
Total 300,601 100.0 91,396 100.0 435,529 100.0

In 2019, Hunan TV, one of our customers, adjusted its programming pursuant to the national
publicity needs. As a result, 13 episodes of our TV series The God (#17f) were not aired. As
advised by our PRC Legal Adviser, the suspension of broadcasting of The Gods (#f#) should
not be considered as a breach by us under the licensing agreement with Hunan TV because (i)
the TV Series Distribution Permit of The Gods (#/#f) has been approved by the NRTA; (ii) the
master tapes of The Gods (#1#f) have been delivered to Hunan TV according to the licensing
agreement; and (iii) based on our consultation with the NRTA, the NRTA has never issued any
ban on the broadcasting of The Gods (£1#f), and the unaired episodes are still eligible to be
broadcasted according to the valid TV Series Distribution Permit.

In addition, we can still legally license the broadcasting right of The Gods (£1#f) to other
customers after five years of the date of the first broadcasting. There has been no negative
impact caused by this suspension, and we have continued producing, obtaining licenses and
selling TV series after the The Gods (#1#f), which include The Heaven Sword and Dragon
Saber (i KJEHERD) and Don’t Call Me Jiushen (FMHFTE#).

- 138 —



BUSINESS

TV stations

We license first-round broadcasting rights of each of our TV series to no more than two satellite
TV channels pursuant to the “One TV Series Two Channels” (“— |/ &) rule required by the
NRTA since the beginning of 2015. After the expiration of the broadcasting period for the
first-round airing, we continue to license such TV series to other TV stations for further rounds
of broadcasting. Most of the economic value of a TV series lies in the first-round broadcasting.

CCTYV, Hunan TV, Tianjin TV, Anhui TV and TVB are our major TV station customers since
our inception. We have worked closely and maintained a cooperation relationship with them for

15 years on average. In addition, we have licensed our TV series to over 50 TV stations across
China.

The sale of each of our TV series is negotiated and licensed on a series-by-series basis and
there is no agreement between the TV stations and us which stipulates the minimum number
of episodes the TV stations will purchase from us in a particular year. We generally do not
commit to producing TV series for any TV station and did not have any contractual
commitments to produce specific TV series for any TV station as of the Latest Practicable Date.

Online video platform

Changing consumer preferences along with technological advances have increased the number
of channels for broadcasting TV series. Online video platforms are now a particularly
important channel for sales and distribution of TV series.

We commenced the licensing of the broadcasting rights of our TV series to Tencent Video and
iQiyi in 2013 and have since licensed our series to several other online video websites in
China, such as Mango TV. We typically seek to license our latest TV series to one platform to
maximize the selling price for such TV series and license our older TV series as a package to
a number of online video platforms. Our process for the negotiation of licensing agreements
and the terms of those agreements is substantially the same as those that we enter into with TV
stations.

Overseas markets

We license our TV series to various overseas markets, directly to TV stations or through local
distributors, particularly targeting regions with large Chinese populations or high demand for
Chinese media content. During the Track Record Period, our TV series were broadcast in more
than 80 countries and regions, including the United States, Canada, Australia, Japan, Thailand,
and Hong Kong.

Pricing

Our pricing of TV series is based on feedback from potential customers. We start seeking
feedback from potential customers from a very early stage in the production process. During
our interaction with TV stations and online video platforms, we will discuss key aspects of our
proposed product, from the number of episodes to per episode price, from category to director,
and from script to casting. We value our customers’ insights to the industry and will sometimes
adjust our price and casting based on their requests. If our customers consider a particular actor
suitable for the leading role and expect the involvement of that actor to attract a larger
audience, we generally will try to accommodate such request. At the same time, change to our
proposed selling price arising from the change of leading actors is generally acceptable to, and
will be borne by, our customers.
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Higher education

Customers in our higher education business primarily consist of our students. We did not have
any single customer who accounted for more than 5% of our revenue in our higher education
business for each of the years ended December 31, 2017, 2018 and 2019.

Students and student recruitment

We have been operating in the higher education industry since 2004 and we believe the
reputation of our University, the high employment rate of our graduates, the quality of our
curriculums and the qualification of our teachers are key elements that attract our prospective
students. In order to be enrolled at the undergraduate programs in our University, students are
required to take the PRC National Higher Education Entrance Exam, achieve the required total
score, and follow the national and local admission standards and procedures. Additionally, arts
students also need to take art entrance exams organized by provincial education authorities and
universities. The number of students we are able to admit for the undergraduate programs at
our University is set and approved by the relevant PRC education authorities.

To attract more applications from high-quality students, we utilize a variety of marketing and
recruitment tools, which include, but are not limited to: (i) designing attractive and informative
school websites to promote our brand name and provide an introduction to our University,
teachers, curriculums, programs and other relevant information; (ii) designing and distributing
comprehensive promotional materials; (iii) utilizing various online and mobile channels such
as Weibo, QQ and WeChat to publicize our University and connect with candidates effectively
and cost-efficiently; (iv) encouraging our students to promote our University at high schools
in their home towns; and (v) placing student recruitment advertisements on TV and in
newspapers.

Our reputation, together with our consistent recruitment efforts, have enabled us to experience
stable growth in the number of applicants to our University’s art related majors. For the school
years 2016/2017, 2017/2018, 2018/2019 and 2019/2020, 36,689, 52,863, 58,092 and 63,176
students took the art entrance exams to compete for a total of 2,324, 2,524, 2,360 and 2,694
places in our University, respectively.

We also offer scholarships to outstanding applicants who demonstrate academic excellence or
other commendable qualities, and grants and other types of financial assistance to students with
financial needs. For the school years 2016/2017, 2017/2018 and 2018/2019, we provided an
aggregate of RMB6.2 million, RMB6.2 million and RMB4.9 million, respectively, in
scholarships, grants and other types of financial aid to qualified students.
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SERVICE PROVIDERS AND EMPLOYEES

As of December 31, 2017, 2018 and 2019, we employed 546, 602 and 895 full-time employees,
respectively. We believe the number of our full-time employees is in-line with the industry
practice and can support our expansion. The table below sets forth the number of our full-time
employees by function as of December 31, 2019:

Function Number of employees

TV/film production

Content creation 24

Administration 33
Higher education

Full-time teachers 706

Administration 132
Total 895

We believe that we maintain good working relationships with our employees, and we have not
experienced significant problems with our employees or disruption to our operations due to
labor disputes during the Track Record Period.

In addition to our full-time employees, we engage many third-party service providers in the
production of our TV series and films, including directors, producers, actors, providers of film
studios, production equipment, costumes and special effects. Our University also contracts
with construction companies and information technology equipment providers for buildings
and facilities in our campus.

For the years ended December 31, 2017, 2018 and 2019, the purchase amounts from our five
largest suppliers/service providers were RMB247.3 million, RMB208.4 million, and
RMB204.7 million, respectively, representing 97.8%, 83.8% and 78.0% of our total purchases
for the same years. The purchase amounts from our largest supplier/service provider were
RMB95.0 million, RMB163.1 million, and RMB125.0 million, respectively, for the years
ended December 31, 2017, 2018 and 2019, representing 37.6%, 65.6% and 47.7% of our total
purchases for the same years.

The table below sets forth details of our top five suppliers for the Track Record Period:

Products/ Transaction % of Start of business

Supplier  service received amount costs relationship Supplier background

(in thousands

of RMB)
Year ended December 31, 2017
Supplier A TV/film production 95,024 376 2016 Project-specific TV/film crew
Supplier B TV/film production 79,141 313 2012 TV/film producer and distributor based in Dongyang,
Zhejiang Province

Supplier C  Actors fees 29,700 117 2016 Actor’s studio based in Shanghai
Supplier D TV/film production 23,400 9.3 2017 Project-specific TV/film crew
Supplier E - Licensing and service fee 20,000 79 2003 University in Beijing
Total 247,265 97.8
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Products/ Transaction % of Start of business

Supplier  service received amount costs relationship Supplier background

(in thousands

of RMB)
Year ended December 31, 2018
Supplier F TV/film production 163,117 65.6 2018 TV/film producer and distributor based in Dongyang,
Zhejiang Province

Supplier G TV/film production 15,400 6.2 2017 TV/film producer and distributor based in Shanghai
Supplier E - Licensing and service fee 15,000 6.0 2003 University in Beijing
Supplier H  Electricity 8,404 34 2003 Provincial electricity provider
Supplier I~ TV/film production 6,518 26 2018 TV/film producer and distributor based in Beijing
Total 208,439 83.8

Year ended December 31, 2019

Supplier E  Licensing and termination fee 125,000 417 2003 University in Beijing

Supplier ] Construction 44983 17.1 2019 Construction company based in Nantong, Jiangsu
Province

Supplier K Leasing fees 19,480 74 2003 M. Pu

Supplier H  Electricity 7,888 30 2003 Provincial electricity provider

Supplier I~ TV/film production 7,342 28 2018 TV/film producer and distributor based in Beijing

Total 204,693 78.0

Other than Mr. Pu, our executive Director and Controlling Shareholder, to the best knowledge
of our Directors, none of our Directors, senior management, their respective close associates
or any of our Shareholders holding more than 5.0% of our issued share capital, is related to or
owns any interest in any of our five largest suppliers/service providers.

Major service providers in TV series/film production

We believe our ability to consistently engage professional, reputable and experienced crews,
including scriptwriters, producers, directors and actors has been a key factor to our success.

Chief producers

Generally, our project chief producers are responsible for the production process and thus are
critical to the success of our TV series. We mainly work with freelance chief producers for the
production of our TV series as the most experienced and reputable chief producers in the
industry generally work independently instead of being employed by any specific production
firms. Our contracts with these freelance chief producers, which are either with them
individually or with their production studio, generally set out clearly their responsibilities,
which normally include managing the whole production process of the TV series and ensuring
that filming of the series is completed within a certain period and under a pre-approved budget.
In addition, chief producers are also obliged to participate in post-production promotion
activities if required by us. The compensation payable to engaged chief producers typically
consists of two parts, their fixed salary as a crew member and a share, of up to 10%, of the net
profit of the TV series they produced.
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The table below lists representatives of the freelance chief producers that have worked with us
and their representative TV works and number of episodes they have produced for us:

Producer

ZHANG lJizhong
(RA )

YU Zheng
(TIE)

FAN Xingchao
(T HL)

LI Cheng
(1)

LIN Qiang
(i)

LIU Yiwei
(B

Representative TV works
produced

Romance of The Three
Kingdoms (= P{ji%)
Journey to the West
i

Years of Passion (¥ 1515
HkH)

Beauty’s Rival in Palace
(FEALFD

The Return of the Condor
Heroes (i BEfk 1)

The Smiling, Proud
Wanderer (%fUILiH)

Jin Mao Xiang (&% +)
A Beautiful New World
(RREHT K )

The Journey of Flower
fets
Hot Girl (FHsE3t)

Romance of Red Dust (4L
1)

Emerald on the Roof
(BIELHSER)

The Eloquent Ji Xiaolan
(BUT R o i)

The Story of the Stone (AL
#472010)

Representative TV works
produced for us

The Legend of the Condor
Heroes (5 1fE(%)
Demi-Gods And Semi-Devils
(KHENED)

Hero of Yong Le Age (K BE 3
5L 20)

The Return of the Condor
Heroes (5 1)

Sword stained with Royal Blood
(A1)

The Deer and the Cauldron (J
i)

Paladins in Troubled Times (K
JE T )

The Heaven Sword and Dragon

Saber (f K JEHERD)

In Love with Power (3£ AR 1]
)

The Smiling, Proud Wanderer
(L)

Old Days in Shanghai (X {E(%
%)

The Return of the Condor
Heroes (Ffi BEE1H)

Zhaoge (W1HK)

Untouchable Lovers (JBJAIJE)

Jin Mao Xiang (& /%+F)
Singing When You Are Sad (#
15 R IE )

Because of You ([ &4 i)

Kungfu King Huo Yuanjia
(BT

Romance of Red Dust (L9 %)
Emerald on the Roof (JETE [H)
HEA)

Mother-to-be Quartet
(MBS & 5)
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Representative TV works

Representative TV works

Number of TV
series episodes

Producer produced produced for us produced for us
ZHUANG Ligi - Romance in the Rain — Pink Ladies (F14L%ER) 39
(HESLAT) (IR E)
WANG Pengju — The Legend of the Condor - Moment In Peking (RHEMHEE) 44
(M5 Heroes (1t 5)
— Demi-Gods and Semi-
Devils (KH#E/\H)
YANG Xiaoming - The Legend (&7F) — The Gods () 65
(atBER)
ZHAO Baogang - Struggle (%5[) — Harbin Under the Curtain of 33
(R ) - My Youthfulness (KM # Night (%% T HIETE)

FHEME)
— Beijing Youth (AL EHF)

In addition, we also employed some in-house producers. They either sometimes assist the
retained freelance chief producers in some instances or act as chief producers themselves for
others. Our employed chief producer has more than 21 years of experience and possess
extensive experience in controlling the production processes and costs of our TV programs and
films.

All of our employed chief producers are subject to non-competition restrictions during the term
of their employment.

Directors

Generally, we choose suitable directors to work on our TV series or films based on the genre
of the work. We also cooperate with famous directors to enhance our brand profile and
influence. Primarily due to our distinguished brand and reputation, we have attracted
high-profile directors to work with us in our TV series, including ZHANG Jizhong (i4CH"),
ZHAO Baogang (#E [), LIU Zhenming (¥I#18), LI Huizhu (ZFZ¥) and JU Jueliang (¥

B B
TIU).

Scriptwriters

We generally do not rely on any particular scriptwriters or employ any in-house scriptwriter
team. Instead, building on our long-term collaborative relationships, we work with numerous
independent scriptwriters to convert our story ideas into scripts. We normally ask retained
scriptwriters to provide us the outline of each episode and the full script of the first few
episodes first, and under our standard engagement agreement with scriptwriters, we have the
right to terminate the engagement if the outline and samples for the first several episodes do
not meet our expectation. We believe this mode keeps our retained scriptwriters motivated to
provide their best product and allows the flexibility to change style and detail of a story
promptly without incurring extensive expenses.

— 144 -



BUSINESS

Actors

Benefiting from our well-established brand and reputation, we have successfully attracted
famous actors to feature in our TV series and films, including HU Jun (% #.), HUANG Lei (¥
%), HUANG Xiaoming (#EH]), LU Yi (F£%%) and LI Xiaoran (Z£/M#). To expand our brand
awareness in overseas markets, we have also cooperated with well-known actors from China,
Hong Kong, Taiwan and other countries or regions, including Michelle CHEN (PR #7) and Joe
CHEN (Ff%& ). We select suitable actors to feature in our TV series and sign contracts with
them on a series-by-series basis. Our contracts with our main actors are generally entered into
through their personal studios or companies, and typically include details of the remuneration
paid to the actors for each episode and the estimated period of time for photography.

Teachers in our University
Our teaching staff

We believe the quality of our teachers is one of the decisive factors to our success in our higher
education business. We consider that teachers who possess sufficient industry expertize and
practical knowledge, and are capable and dedicated to teaching will be instrumental in shaping
the learning habits of our students.

As of the Latest Practicable Date, we had in total 1,230 teachers, comprising full-time teachers
and part-time teachers. Almost all of our full-time teachers had a bachelor’s degree or above,
and approximately 70% had a master’s degree or above. As of the Latest Practicable Date, 124
new teachers were expected to receive their qualification certificates in September 2020, 78
were planning to sit for the next available exam, and the rest of our full-time teachers possessed
valid teacher qualification certificates (Bl H4) issued by the PRC government. We also
value the recognitions bestowed upon our teachers who have achieved teaching excellence,
subject matter expertize and relevant work experience. For instance, during the Track Record
Period, our teachers have contributed to the publication of about 900 research papers.

For the school years 2016/2017, 2017/2018, 2018/2019 and 2019/2020, our student-to-teacher
ratio was 16.3:1, 14.4:1, 11.9:1 and 11.6:1, respectively. Under the Indicators of Basic
Conditions for Operating Higher Education Institutions (Trial) (48 (= 55 B A% FE A HEER AR 1 45
HE(#1T)) promulgated by the MOE in 2004, there are two types of indicators, namely, basic
school operating condition indicators (the “Basic Indicator”) and monitoring school operating
condition indicators (the “Monitoring Indicator”). The Basic Indicator prescribed two levels
of compliance standards: Qualified Standard (& 4%15#%) and Enrollment Restriction Standard
(BRI4HA-FE#E). The student-to-teacher ratio is one of the Basic Indicator. Universities in
different categories are subject to different student-to-teacher ratio standards. The applicable
Enrollment Restriction Standard for arts universities is 17:1 while the Qualified Standard is
11:1. In the event that any Basic Indicator of a higher educational institution does not meet the
Enrollment Restriction Standard for such indicator, the competent authority will issue a yellow
card which will limit the student admission quota of that institution to the actual number of its
graduating students for that school year. Receiving yellow cards for three consecutive years
could lead to a red card which will suspend the student admission of such institution.
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With the assistance of our PRC Legal Adviser, we consulted the Education Department of
Jiangsu Province to confirm the matters relating to the Indicators of Basic Conditions for
Operating Higher Education Institutions (Trial). We were advised by an official in charge of
private education from the Development and Planning Office of the Education Department of
Jiangsu Province, who is responsible for the supervision and inspection of the school-running
behaviors of private higher education institutions in Jiangsu Province stated that as our
University has passed the annual inspections, the relevant education authority would not
impose any limitation on student enrollment or any other adverse administrative measures
(including yellow or red card). Our PRC Legal Adviser is of the view that the risk that our
University will be penalized for student-to-teacher ratio is remote.

Meanwhile, we have endeavored to recruit more teachers and our student-to-teacher ratio has
already been improved. We plan to recruit 50 additional qualified teachers by 2021. Our
management team is working on the approach and threshold of introducing talents, reward
mechanism for recommending talents and detailed framework of recruitment. We have
provided relevant training to our management team about the ratio requirements under relevant
PRC laws and regulations to further enhance their understanding. We will adjust our teacher
recruitment plans each year according to the regulatory requirements of the competent
government authorities.

Teacher recruitment

Before hiring a teacher, we consider his or her education background, subject matter expertize
and relevant work experience. For example, we generally consider hiring teaching candidates
who (i) have majored on the same subject matters for which the teaching position is sought;
(ii) preferably have a master’s degree or above, or hold relevant professional and technical
qualifications; (iii) can effectively implement tailored teaching methods; and (iv) possess
strong communication, language and interpersonal skills. We administer written assessments
and in-person interviews by the officials at the human resources department of our University
and the dean of respective department. We also require teaching applicants to teach a
demonstration class as part of his or her application process so we can evaluate his or her
performance on a real-time basis. In addition, we also consider other criteria, such as the
teaching applicant’s prior teaching experience, awards and recognitions.

Teacher training programs

Our training programs generally include (i) subject matter training; (ii) training on teaching
theories and methodologies, such as training on managing student behavior in the classroom;
(iii) training in teaching skills and techniques, such as training on how to use various hardware
and software to prepare teaching materials and conduct in-class teaching; (iv) cultural training,
such as training on academic and professional improvements and team building; and
(v) professional training, such as training on stress management and professional image
building. In addition to the training we provide in-house, we also encourage our teaching staff
to attend external training courses and programs organized by third parties, such as local
education authorities.

Teacher performance evaluation
To ensure we continuously provide high quality education to our students, we conduct teacher

performance reviews and evaluations annually. Our teacher performance reviews include
in-class observations and evaluations of our teachers’ preparation and the effectiveness of their

~ 146 -



BUSINESS

classroom instructions. Our evaluations generally focus on teachers’ moral qualities, teaching
capabilities and subject matter expertize, work attitude, teaching results in terms of various
targets and personal character. As part of the evaluation process, we also highly encourage our
students to complete teacher satisfaction surveys at the end of each term during the school year
so we can consider their views and suggestions in our assessments. We generally reward
teachers who receive outstanding performance reviews.

As a private higher education service provider, we believe we offer relatively competitive
compensation to our teachers so we can retain and attract talented teaching staff. Our teachers’
compensation package typically includes a base salary, compensation based on student
performance, a subsidy and/or a performance bonus. In addition, because our University is a
boarding school, our teaching staff has been provided with subsidized living arrangements. We
also provide discounted meals to the teachers at the cafeteria of our University.

COMPETITION
TV/film production

The TV series and film production industry is highly fragmented and competitive. According
to the NRTA, there were 18,728 TV series production firms in China as of the end of 2018.
According to the NRTA Development and Research Center, on average, only approximately
26.8%-34.4% of all TV series produced each year are successfully broadcasted.

We compete with other players for demand for TV series, viewership of TV series, supply of
scripts and contents, production equipment, and the services of performing artists, directors,
producers and other creative and technical personnel, all of which are essential to the success
of our TV/film production business.

Our Directors believe that our main competitors are large-scale privately-owned TV series
production companies that possess similar production as well as sales and distribution
capabilities. We also compete with state-owned TV series production organizations, which
generally produce TV series for broadcasting by their affiliated TV stations. We face
competition with such state-owned TV series production organizations if we also target their
affiliated TV stations to license our TV series and if our TV series are broadcasted in the same
time slot as theirs. Our TV series also encounter competition with imported TV series.

We believe market competition is based on the quality of TV series content, brand recognition,
scale of production as well as sales and distribution capability. We believe our competitive
edge lies in our script sourcing and conversion capability, experienced production team, and
close and stable relationships with key TV stations in China, which enable us to achieve our
leading position in the market.

Higher education

The private higher education services market in China is rapidly evolving, highly fragmented
and competitive. We face competition primarily from public schools and other private higher
educational institutions in China. We believe our principal competitive advantages include,

among others:

. the reputation of our University;
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. our extensive operating experience;

. the effectiveness and completeness of our educational and practical training-focused
programs;

. the employment rate of our graduates and the extensiveness of the career planning
guidance we provide;

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

. the abundance of the practical and training opportunities we are able to provide to our
students;

. our cooperation with overseas schools to obtain high-quality educational resources; and

. overall student experience and satisfaction.

We expect the competition in the private higher education market to persist and intensify. We
believe we are able to compete effectively due to our strong reputation, established practical
training-focused programs, and high employment rate. However, some of our existing and
potential competitors, especially public universities, have governmental support in the form of
government subsidies and other payments or fee reductions. Our competitors may devote
greater resources, financial or otherwise, than we can to student recruitment, campus
development and brand promotion, and respond more quickly than we can to changes in student
demands and market needs. Please refer to “Risk Factors — Risks relating to our business and
industries — We face intense competition in the PRC education industry, which could lead to
adverse pricing pressure, reduced operating margins, loss of market share, departures of
qualified employees and increased capital expenditures”, for further details.

RESEARCH AND DEVELOPMENT
TV/film production

High-quality scripts are among the most critical factors to the success of a TV series or film.
Our past experience has demonstrated that TV series and films produced from quality scripts
can usually win high viewership. We have continuously developed high-quality scripts which
we believe can distinguish our TV series from our competitors and enable us to react to market
preferences promptly.

Script selection

We maintain diverse channels to source story ideas and work with scriptwriters to convert those
story ideas to scripts. Please see “— Products and services — TV/film production — Production
timeline” and “— Service providers and employees — Major service providers in TV series/film
production — Scriptwriters” for more details. Scripts that are to be actually produced as TV
series or films must pass the joint review carried out by our management committee,
production team and sales team. The in-depth industry knowledge of our management team
combined with our ongoing dialog with our customers and viewer rating analysis enable us to
capture viewer preferences properly and thus tailor our TV series and films according to market
needs.
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Script library

During the Track Record Period, we generally maintained more than 25 script concepts in our
script library. Scripts that fail to pass the joint review will be saved in our script library and
may be put into production after further modification. Scripts of genres that were not selected
for immediate production will also be saved until the specific genre becomes suitable for
production. Our diversified script library enables us to produce TV series and films of
diversified genres and respond to changing viewer preferences in a timely manner. As of
December 31, 2019, there were 37 script concepts in our script library.

Higher education
Selection and design of teaching materials

We adhere to strict procedures for selecting teaching materials and textbooks in order to
maintain the quality of our education. Our teaching material management policies cover the
selection, procurement, distribution and management of the teaching materials to be used by
our University. We generally require our teachers to adopt and use teaching materials published
recently, which must comply with the basic course requirements and course syllabuses for each
major offered by us. In addition, we typically require our teachers to teach one course with one
set of teaching materials for an extended period of time in order to ensure consistency and
learning stability, until such materials are no longer suitable for our teaching requirements, in
which case they will subsequently be replaced. In terms of selection, teaching materials for a
course typically must be approved by the teaching and research department of the major under
which such course is offered.

In addition, we permit our University to use teaching materials and textbooks designed and
published by our teachers, who generally create appropriate teaching materials based on the
conditions of the class and the major they offer. For example, as of December 31, 2019, our
teachers had published about 100 textbooks, covering a variety of subject matters.

INTELLECTUAL PROPERTY
Our intellectual property assets include:

. trademarks in names, domain names, logos and characters which are subject to statutory
terms; and

. copyrights of our TV series, films, scripts, Media IP and purchased scripts, each subject
to the statutory terms.

As of the Latest Practicable Date, we had either full or joint ownership of the copyright to 33
TV series, 73 registered trademarks and 13 registered domain names. As of the same date, we
were in the process of applying for the registration of eight trademarks. We have not received
any claim of infringement of or initiated any lawsuits against other parties’ intellectual
properties during the Track Record Period.
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We protect the intellectual property rights of our TV series and films through a series of
measures:

. TV series licensing contracts entered into with our customers generally explicitly
stipulate that, unless specifically permitted, customers are only allowed to broadcast our
TV series within authorized platforms and areas/regions and the customers are prohibited
from infringing or misappropriating our intellectual property rights by sub-licensing our
TV series or reproducing our TV series into audio and video products.

. our employees are prohibited under their employment contracts from making any
improper use of our intellectual properties, including but not limited to disclosing the
copyrights of our TV series to any third party, during the term of their employment and
for two additional years following the termination of their employment contracts.

. after master tapes are finalized in the post-production process, they are then transported
back to us securely and are locked in a room with restricted access. Any staff entering the
room must first obtain our management’s approval and any entry and exit from the room
are registered in a log.

LAND AND PROPERTIES

As of the Latest Practicable Date, we occupied four parcels of land in the PRC with a total
gross site area of 705,454.8 square meters and 26 buildings with a total gross floor area of
283,397.2 square meters for our University in Nanjing. Four buildings with a total planned
gross floor area of 40,052.88 square meters are currently under construction and are expected
to be completed by the end of 2020. All of the above properties are used for non-property
activities as defined under Rule 5.01(2) of the Listing Rules, according to the property
valuation report prepared by Cushman & Wakefield as set out in Appendix III to this document.
As of Latest Practicable Date, we also entered into five lease agreements to lease nine
properties with a total gross floor area of 1,505.9 square meters.

Land

As of the Latest Practicable Date, we occupied four parcels of land for our University with a
gross site area of 705,454.8 square meters, and we obtained all land use right certificates for
the four parcels of land of 705,454.8 square meters in Nanjing, Jiangsu Province for science
and education use.

Buildings and buildings under construction

As of the Latest Practicable Date, we occupied 26 buildings located in the PRC with an
aggregate gross floor area of 283,397.2 square meters for our University in Nanjing. All of the
buildings that are occupied by our University have been designed mainly for education-related
usage (including teaching facilities, canteen, dormitory, warehouse and recreational usage),
among which we have obtained building ownership certificates for 22 buildings with an
aggregate gross floor area of 246,594.0 square meters.
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Specifically, among the 26 buildings we occupied, there are:

. One building with 8,581.6 square meters which lacks the construction planning permit (&
X TR B FF AT #8), representing approximately 3.0% of the total gross floor area of the
buildings we occupied;

. Three buildings with 30,223.3 square meters which lack the construction commencement
permit (Jii T.#F 0] #), representing approximately 10.7% of the total gross floor area of
the buildings we occupied; and

. Four buildings with 96,654.6 square meters which have not passed fire control assessment
(JHPi BB, representing approximately 34.1% of the total gross floor area of the
buildings we occupied.

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 and other relevant certificates or permits for
certain of our owned buildings and buildings under construction. For further details on the risks
associated with our owned properties, please see the section headed “Risk factors — Risks
relating to our business and industries — The land and buildings with defective titles may
subject us to administrative fines and other penalties”.

We have implemented extensive and comprehensive measures to rectify the above defects in
our owned buildings and buildings under construction. We are in the process of applying to the
relevant government authorities for the relevant outstanding certificates and permits and are
closely following up with the government authorities with respect to our applications. In this
respect, we obtained confirmations from the relevant and competent government authorities
that we will not be subject to the above mentioned administrative penalties and are permitted
to use the relevant buildings under the current status. Based on the above, our PRC Legal
Adviser is of the view that (a) those government authorities are the competent authorities in
giving such confirmations, and (b) based on such confirmations, the risk that we will be subject
to the above mentioned administrative penalties regarding not obtaining the construction
planning permit, construction commencement permit, acceptance inspection upon completion
and fire control assessment for such buildings is relatively low. Our PRC Legal Adviser is also
of the view that there are no material legal impediments for our University to make remedial
applications for the outstanding certificates of fire control, and our University should be able
to obtain such certificates after passing the fire control assessment conducted by the project
owners, design, construction and supervision units, submitting application documents and
passing the on-site completion inspection by the local governmental authorities.

Based on the above, our Directors are of the view that the above defects in our owned
properties will not have a material adverse effect on our overall operations and financial
condition as a whole.

As advised by our PRC Legal Adviser, our University is subject to the Indicators of Basic
Conditions for Operating Higher Education Institutions (Trial) (3 4H (5 55 B A% S AS HEER AR 145
(#17)) (the “Indicators”). The teaching and administrative building area per student
belongs to the Basic Indicator. In the event that one of the Basic Indicator of a university does
not meet the Enrollment Restriction Standard, the university may receive a yellow card issued
by competent authority and its student admission must not exceed the number of graduates in
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the same year. The site area per student belongs to the Monitoring Indicator, which is
supplementary to the Basic Indicator to primarily reflect improvements to the operation
conditions of such higher education institution. As advised by our PRC Legal Adviser, as of the
Latest Practicable Date, the relevant legislation does not state any legal consequences for a
breach of the Monitoring Indicator. According to the Indicators, the applicable Qualified
Standard of teaching and administrative building area per student and site area per student for
arts universities is 18 square meters and 88 square meters, respectively. We had not received
any yellow card or red card as of the Latest Practicable Date.

The following table presents the teaching and administrative building area per student and site
area per student at our University in the school years 2016/2017, 2017/2018, 2018/2019 and
2019/2020:

School Year
2016/2017 2017/2018 2018/2019 2019/2020

(square meters)

Teaching and administrative
building area per student 19.8 18.9 18.2 17.3
Site area per student 56.6 54.2 52.2 49.5

Except for the school year 2019/2020, our teaching and administrative building area per
student was above the Qualified Standard during the Track Record Period. Our site area per
student did not fully meet the requirements of the Monitoring Indicators during the Track
Record Period. On August 31, 2018, we consulted with the relevant officials of Education
Department of Jiangsu Province relating to failure to fulfill certain indicators of school
operating conditions. An official in charge of private education from the Development and
Planning Office of the Education Department of Jiangsu Province, who is responsible for the
supervision and inspection of the school-running behaviors of private higher education
institutions in Jiangsu Province, stated that it is quite common that the operation conditions of
an independent college may not keep up with its rapid development for some period of time.
Considering that our University has passed the annual inspections, the relevant education
authority would not impose any limitation on student enrollment or any other adverse
administrative measures, including yellow or red card.

Based on the foregoing, our PRC Legal Adviser is of the view that the risk that our University
will be penalized by the relevant education authorities for its lower ratios of teaching and
administrative building area and site area to the number of students is relatively low and did
not constitute a material non-compliance.

We endeavor to continuously improve the ratios of the teaching and administrative building
area and site area to the number of students and aim to meet such requirement. We will monitor
and adjust the ratios as necessary and practicable based on the needs of our increasing student
enrollments without compromising our profitability. We will continue to seek suitable
expansion and construction opportunities with a focus on improving the ratios of teaching and
administrative building area and site area to the number of students. In addition, we believe we
will be able to improve the Indicators of our Universities when we complete the current
construction plans. Going forward, we will also actively promote land acquisition and timely
commence the construction of the new campuses to meet the relevant ratio requirements.
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Leased properties

As of the Latest Practicable Date, we entered into five lease agreements to lease nine properties
with a total gross floor area of 1,505.9 square meters. The rental fee is RMB405,840.5 per
month.

The relevant lease agreements we have entered into with our landlords were not registered with
the relevant PRC government authorities. Our PRC Legal Adviser has advised us that we may
be required by the relevant PRC authorities to register the relevant lease agreements within a
prescribed time limit. If we fail to do so, we may be subject to fines ranging from RMB 1,000
to RMB10,000 for each non-registered lease. However, as of the Latest Practicable Date, we
had not been fined by the relevant PRC authorities with respect to these non-registered leases,
and our PRC Legal Adviser has advised us that the non-registration of such lease agreements
would not affect their validity. For further details on the risks associated with our leased
properties, see “Risk factors — Non-registration of some of our lease agreements may subject
us to administrative fines”.

As for eight of the leased properties, the lessors failed to provide the consent of the owner who
is an interested party for changing the use of such properties from residential into commercial.
In addition, one of the leased properties was mortgaged as security to a bank by its owner prior
to the conclusion of the lease agreements. As advised by our PRC Legal Adviser, if the
interested owner does not give consent to the use the above-mentioned properties for business
use, we may not be able to continue to use such leased properties for business use; in case the
bank realizes its mortgage and sells the above-mentioned property, the lease agreements may
not be legally binding on the assignee of the such property; therefore, after the mortgage is
realized, there is uncertainty in whether we can continue to use such leased property.

Nevertheless, we do not anticipate any difficulties in locating suitable alternative sites, and we
are of the view that any relocation with regard to these properties will not have a material
adverse effect on our business operations.

Efforts to ensure future compliance

With a view to ensuring our full compliance with property related laws and regulations in the
PRC going forward, we have enhanced our internal control measures, including establishing
internal compliance guidelines for our properties and a comprehensive compliance checklist
setting out the detailed procedures and prerequisites that have to be completed and/or fulfilled
before any construction or operation of the buildings may commence. Such procedures serve
to ensure that we will obtain the relevant licenses and permits (including land use right
certificates and building ownership certificates) as required by laws and regulations and follow
the requisite procedures relating to construction works and completion of buildings. We
provide our Directors, senior management and employees involved in property related matters
with continuous training programs and regular updates on the relevant PRC laws and
regulations and enhance their awareness.

INSURANCE
We provide group accident insurance to all members of the production team, including actors

and actresses, for each TV series or film. We have also purchased insurance policy covering
our all buildings and facilities in our University.
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However, we do not maintain insurance policies with respect to property and equipment in the
TV series/film production process due to fire, explosion, earthquake, typhoon, flood and
certain other risks. While we believe that our insurance policies are adequate and in line with
industry norms in China, we do not carry business interruption insurance or key-personnel
insurance or any policy of a similar nature.

HEALTH, SAFETY AND ENVIRONMENTAL CONCERNS
We are dedicated to protecting the health and safety of our employees and students.

Our producers supervise the entire production process of our TV series and films, and are in
charge of safety control at photography scenes. Safety control measures we adopt routinely
during production processes include:

. following the applicable regulations, rules and guidelines strictly, particularly when
explosives or other dangerous equipment or materials are involved;

. engaging professionals to handle certain shooting activities in which explosives or other
dangerous equipment or materials are extensively used;

. assigning dedicated crews to ensure the safety of the shooting location and equipment;
and

. carefully designing each explosion scene before shooting dangerous scenes involving
explosions to protect the crew’s safety. Our explosives experts will first conduct
experiment trials to ensure the adequate amount of explosives is used to produce the best
dramatic effect without endangering cast members. Each artist will be briefed on where
the detonation points are set to ensure that they are within the required safety range before
the explosion scenes are shot.

Our University has also adopted and implemented student health and safety measures and
procedures to protect our students from bodily harm and other health and safety risks. We
provide routine medical services for our students and faculty by outsourcing such services to
qualified third party medical care providers. In the event of any certain serious and emergency
medical situations, we will promptly send our students to local hospitals for treatment. With
respect to school safety, we promote the security of our University by engaging third party
security companies to provide the routine security service.

During the Track Record Period and up to the Latest Practicable Date, we did not experience
any serious accident, medical situation or safety issue involving our employees, students and
service providers.

LEGAL PROCEEDINGS AND COMPLIANCE

As of the Latest Practicable Date, neither our Company nor any of our subsidiaries was a party
to any litigation, of which the outcome would materially adversely impact our business
operation and financial condition.

As of the Latest Practicable Date, to the best of our knowledge, we were not aware of any other
pending or threatened litigation, arbitration or administrative proceedings against us or any of
our subsidiaries, which could have a material and adverse effect on our financial condition or
results of operations.
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During the Track Record Period and up to the Latest Practicable Date, we did not have any
material or systematic non-compliance of the laws or regulations that, taken as a whole, in the
opinion of our Directors are likely to have a material and adverse effect on our business,
financial condition or results of operations.

According to our PRC Legal Adviser, other than as disclosed in “Risk factors — Risk relating
to our business and industries — The land and buildings with defective titles may subject us to
administrative fines and other penalties”, “— Land and properties” and “— Higher education —
Teachers in our University”, 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. See

these mentioned subsections for detailed description, which are also summarized below.
Some of our land and buildings lack certain permits and certificates

As of the Latest Practicable Date, among the 26 buildings we currently occupied, a building
with an aggregate gross floor area of §,581.6 square meters lacks the construction planning
permits (R TRERIEFF Al 75); three buildings with an aggregate gross floor area of 30,223.3
square meters lack the construction commencement permits (Jifi .77 7] #); and four buildings
with a total planned gross floor area of 96,654.6 square meters have not passed the fire control
assessment (7H BFERIR).

According to our PRC Legal Adviser, for construction work carried out without construction
planning permits, the relevant government authority may order the cessation of construction.
If the impact on planning caused by such construction can be eradicated, the relevant
government authority may order the construction entity to rectify such impact and an additional
fine of not less than 5% but not more than 10% of the construction cost may be imposed. If
such impact cannot be eliminated, the relevant government authority may: (i) order the
construction entity to demolish the construction; (ii) confiscate the buildings or structures or
any income illegally earned from such properties; and/or (iii) impose a fine of not more than
10% of the construction cost. With respect to failure to obtain construction commencement
permits, we are subject to the risk of being required to adopt remedial measures within a certain
time limit and being fined 1% to 2% of the contract price of the construction project. As for
construction projects that are delivered for use without passing the relevant completion
inspections, the construction entity may be ordered to rectify and may be obliged to pay
compensation where any damage has been caused, and a fine of not less than 2% but not more
than 4% of the contract price of the construction may also be imposed. With respect to the
failure to pass the fire control assessments, we are subject to the risk of being prohibited from
using such buildings and being fined between RMB30,000 and RMB300,000 for each building.

We have implemented extensive and comprehensive measures to rectify the above defects,
including applying to the relevant government authorities for the relevant outstanding
certificates and permits and closely following up with the government authorities with respect
to our applications. We expect to obtain all of the relevant permits and certificates within one
year.

Internally, we have established internal compliance guidelines for our properties and facilities
and a comprehensive compliance checklist setting out the detailed procedures and prerequisites
that have to be completed or fulfilled before any construction or operation of the buildings or
facilities may commence; such procedure serves to ensure that we will obtain the relevant
licenses and permits as required by laws and regulations and follow the requisite procedures
relating to construction works and completion of buildings.
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Unfulfillment of certain Indicators of school operating conditions

As one of the basic operating condition indicators of our University, our student-to-teacher
ratio was 16.3:1, 14.4:1, 11.9:1 and 11.6:1 for the school years 2016/2017, 2017/2018,
2018/2019 and 2019/2020, respectively, which was above the applicable Enrollment
Restriction Standard (17:1) but did not meet the Qualified Standard (11:1) for this Indicator.
The incident occurred primarily because our recruitment of qualified teachers failed to catch
up with the growth of the student body of our University.

The relevant provision stipulated that in the event that a higher educational institution does not
meet the Enrollment Restriction Standard for the Basic Indicator, the competent authority will
issue a yellow card which will limit the student admission quota of that institution to the actual
number of its graduating students for that school year. Receiving yellow cards for three
consecutive years could lead to a red card which will suspend the student admission of such
institution.

In addition, our site area per student did not fully meet the requirement of the Monitoring
Indicators during the Track Record Period as our campus size could not keep up with the rapid
development of our University. The site area per student belongs to the Monitoring Indicator,
which is supplementary to the Basic Indicator to primarily reflect improvements to the
operation conditions of such higher education institution. In the school year 2019/2020, our
teaching and administrative building area per student was slightly below the Qualified
Standard. As advised by our PRC Legal Adviser, as of the Latest Practicable Date, the relevant
legislation does not state any legal consequences for a breach of the Monitoring Indicator, and
the risk that our University will be penalized by the relevant education authorities for its lower
ratios of teaching and administrative building area and site area to the number of students is
relatively low and did not constitute a material non-compliance.

On August 31, 2018, we consulted with the relevant officials of Education Department of
Jiangsu Province relating to failure to fulfill certain indicators of school operating conditions.
An official in charge of private education from the Development and Planning Office of the
Education Department of Jiangsu Province, who is responsible for the supervision and
inspection of the school-running behaviors of private higher education institutions in Jiangsu
Province, stated that it is quite common that the operation conditions of an independent college
may not keep up with its rapid development for some period of time. Considering that our
University has passed the annual inspections, they would not impose any limitation on student
enrollment or any other adverse administrative measures, including yellow or red card.

To improve and avoid non-compliance incidents related to the student-to-teacher ratio, we have
endeavored to recruit more teachers and our student-to-teacher ratio has already improved. We
plan to recruit 50 additional qualified teachers by 2021. Our management team is working on
the approach and threshold of introducing talents, reward mechanism for recommending talents
and detailed framework of recruitment. We will adjust our teacher recruitment plans each year
according to the regulatory requirements of the competent government authorities. Internally,
we will provide internal training to our management team about the requirements relating to
Indicators under the relevant PRC laws and regulations to further enhance their understanding.

As for teaching and administrative building area and site area per student, we will continuously
improve the ratios of the teaching and administrative building area and site area to the number
of students and aim to meet such requirement. We will continue to seek suitable expansion
opportunities with a focus on improving such ratios. We will also actively promote land
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acquisition and timely commence the construction of new campuses and buildings to meet the
relevant ratio requirements. Internally, we will monitor and adjust our ratios as necessary and
practicable based on the needs of our increasing student enrollments without compromising our
profitability.

Our Directors are of the view that the occurrence of the aforementioned non-compliance
incidents was principally due to the lack of knowledge of and familiarity with the applicable
legal requirements. As part of the listing process, our Directors have undergone directors’
training on the above discussed laws and regulations and have also engaged legal advisers to
advise them on applicable legal or regulatory requirements. After considering the above
rectification and improvement actions taken by our Company, and our business nature and
operation scale, our Directors are satisfied that our internal control system is adequate and
effective for our current operations.

INTERNAL CONTROL

In preparation for the Listing, we engaged an independent third party consultant (the “Internal
Control Consultant”) in December 2016 to perform the first round of review over selected
areas of our internal controls (the “Internal Control Review”). The scope of the Internal
Control Review performed by the Internal Control Consultant was agreed between us, the Joint
Sponsors and the Internal Control Consultant. The selected areas of our internal controls over
financial reporting that were reviewed by the Internal Control Consultant included (i)
entity-level controls including control environment, risk assessment, control activities,
information and communication and monitoring, and (ii) business process level controls
including revenue and collection, purchase and payment, inventory and cost management, asset
management, treasury management, financial reporting management, taxation management and
IT general controls. The Internal Control Consultant provided recommendations in relation to
strengthening the aforesaid internal controls over financial reporting to our management for
consideration.

We have taken the recommendations and have implemented relevant control measures as a
result of the Internal Control Review, including:

. establishing the Board and board committees in accordance with the Listing Rules;

. establishing the polices on internal control at the entity level including code of conduct,
management of conflict of interest, financial report compliance, internal control system
and procedure, related party transaction management, and sensitive information
monitoring and information disclosure; and

. establishing financial accounting rules for both TV/film production business and higher
education business, and adjusting financial accounting method of income, cost and other
key accounts.

The Internal Control Consultant performed a follow-up review in March 2018 to review the
status of the management actions taken by us to address the findings of the Internal Control
Review (the “Follow-up Review”) and perform the second round of review over the same areas
of our internal control as the first round of review in July 2019. The Internal Control
Consultant did not have any further recommendation in the Follow up Review and the second
round review and our Directors confirmed that all of the major recommendations provided by
the Internal Control Consultant have been followed and corrective actions were taken
accordingly to address our internal control deficiencies and weaknesses.
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In addition, we have adopted a set of internal rules and policies governing the conduct of our
teachers and employees. We have set up a monitoring system to implement anti-bribery and
anti-corruption measures so as to ensure that our employees comply with our internal rules and
policies as well as the applicable laws and regulations. For example, our management is
responsible for conducting a fraud and bribery risk assessment on an annual basis and our Audit
Committee reviews and approves our annual risk assessment results and policies. We have also
identified certain forbidden conduct in our internal anti-bribery and anti-corruption policies,
including, among others, the prohibition to (i) obtain economic and other benefits through gifts
and donations, (ii) offer sponsorship or travel arrangements against fair competition, and (iii)
provide various kinds of membership cards and gift cards. We will offer mandatory training
courses to our existing and new employees to enhance their knowledge and awareness of the
relevant rules and regulations, as well as their own personal and professional conduct.
Moreover, we have instituted remedies and relevant economic and administrative punishment
measures for employees who are/might be involved in corruption and bribery activities. We
have introduced measures to strengthen our cash management, including (i) improving the
authorization mechanism for payment and tightening control over chops and internet banking
tokens necessary for bank account operation, (ii) conducting regular cash checking and
preparing bank reconciliation report and cash report periodically, and (iii) monitoring the use
of funds as well as the accounts under our entities’ names. During the Track Record Period, we
were not aware of any corruption involving, or any other material misconduct committed by
our employees.

RISK MANAGEMENT

Our business is exposed to various risks and we believe that risk management is essential to
our growth and success. Key operational risks faced by us include, among other things, changes
in general market conditions and perceptions of private higher education, changes of viewing
preferences and changes in the regulatory environment in the PRC. Please refer to the section
headed “Risk factors” in this document for disclosures on various risks we face. In addition,
we also face numerous market risks, such as interest rate, credit, liquidity and currency risks
that arise in the ordinary course of our business. For a discussion on these market risks, please
see the section headed “Financial information — Financial risk disclosure” in this document.

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

. our Board of Directors is responsible and has the general power to manage the operations
of our business, and is in charge of managing the overall risks of our Group. It is
responsible for considering, reviewing and approving any significant business decision
involving material risk exposures, such as our decision to expand our business network
into new geographic areas, new facility construction, and to enter into cooperative
business relationships with third parties to establish new business;

. we maintain insurance coverage, which we believe is in line with customary practice in
our industries; and

. we are making arrangements with certain banks to ensure we are able to obtain credits to
support our business operation and expansion.
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LICENSES AND PERMITS

Our PRC Legal Adviser has advised that during the Track Record Period and up to the Latest
Practicable Date, except for certain non-compliance matters as disclosed in the “Risk factors
— Risks relating to our business and industries — The land and buildings with defective titles
may subject us to administrative fines and other penalties”, and “— Land and properties”
sections, we had obtained all licenses, permits, approvals and certificates necessary to conduct
our operations in all material respects from the relevant government authorities in the PRC, and
such licenses, permits, approvals and certificates remained in full effect.

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

Type of permit Holder Issuance date Expiry date
Permit for Production and Operation of Dongyang June 28, 2019  March 31,
Radio and TV Programs Huaxia 2021
Permit for Production and Operation of = Huaxia Audio- April 1, 2019 March 31,
Radio and TV Programs Visual 2021
Permit for Production and Operation of Huaxia Online April 1, 2019 March 31,
Radio and TV Programs 2021
Private School Operating License CUCN March 2020 March 2024
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BACKGROUND

We currently conduct our TV/film production business and our private higher education
business (the “Relevant Businesses”) through our Consolidated Affiliated Entities in the PRC
as PRC laws and regulations, or their implementation by relevant government authorities,
generally prohibit or restrict foreign ownership in the Relevant Businesses. Currently, PRC
laws and regulations prohibit the operation of TV series or film production companies and
restrict the operation of higher education institutions to Sino-foreign cooperation ownership (in
addition to imposing a qualification requirement on the foreign owners). Government
approvals of Sino-foreign cooperation ownership in the private education sector have, with
very limited exceptions, been withheld in practice.

As a result of the restrictions imposed by PRC laws and regulations, our Company is unable
to own or hold any direct sponsor interest or equity interest in our Consolidated Affiliated
Entities. Accordingly, the term ‘ownership’ or the relevant concept, as applied to our Company
in this document, refers to an economic interest in the assets or businesses through the
Contractual Arrangements without holding any sponsor/equity interest in our Consolidated
Affiliated Entities. The Contractual Arrangements, through which we are able to exercise
control over and derive the economic benefits enjoyed by Registered Shareholders from our
Consolidated Affiliated Entities, have been narrowly tailored to achieve our business purpose
and minimize the potential conflict with relevant PRC laws and regulations.

PRC LAWS AND REGULATIONS RELATING TO FOREIGN OWNERSHIP IN THE
MEDIA AND EDUCATION INDUSTRIES

TV/film production

Pursuant to the Special Administrative Measures for the Access of Foreign Investment
(Negative List) (2019 version) (ZMifi&EHEAFRRIE BB S ) (20194E)), foreign
investors are prohibited from holding any equity interest in any PRC radio and TV production
company and any PRC film production company. See “Regulations — Regulations on TV series
and variety shows production in the PRC” for more details.

With the assistance of our PRC Legal Adviser, we consulted the NRTA on August 5, 2019,
being the competent authority as advised by our PRC Legal Adviser to confirm the matters
relating to foreign investment in a radio and TV production company. We were advised by an
official of the Division of TV Series Content of the NRTA that:

(i) foreign investment in TV and film production and distribution business are explicitly
prohibited, and the NRTA will not approve any foreign investors to directly or indirectly
invest in such business; and

(ii) the execution of the Contractual Arrangements does not require approval from the NRTA.

Given the relevant regulations and policy followed by the NRTA as summarized above, our

Directors consider that it is not practicable for us to hold any equity interest in Dongyang
Huaxia and its subsidiaries directly or indirectly.
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Higher education

Pursuant to the Special Administrative Measures for the Access of Foreign Investment
(Negative List) (2019 version) (FMp# & HE AR FH (A IV )  (20194E/R)), the
provision of higher education in the PRC falls within the ‘restricted’ category. As such, foreign
investment in higher education institutions must be in the form of a Sino-foreign cooperation,
which means that foreign investors may only operate higher education institutions through
cooperating with PRC incorporated entities that are in compliance with the Regulations on
Operating Sino-foreign Schools ("4 EHFE M) (the “Sino-Foreign Regulation™) and its
implementing rules. In addition, such catalog provides that the domestic party shall play a
dominant role in the Sino-foreign cooperation, meaning that: (a) the principal or other chief
executive officer of the schools or education institutions shall be a PRC national; and (b) the
representative of the domestic party shall account for no less than half of the total members of
the board of directors, the executive council or the joint administration committee of the
Sino-foreign school (the “Foreign Control Restriction”). Currently, the principal, the chief
executive officers and all members of the board of directors (except Jacqueline Luo) of CUCN
are PRC nationals.

In relation to the interpretation of Sino-foreign cooperation, pursuant to the Sino-Foreign
Regulation and its implementing rules, the foreign investor in a Sino-foreign school (a
“Sino-Foreign School”) must be a foreign educational institution with relevant qualification
and high quality of education (the “Qualification Requirement”). Furthermore, pursuant to
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 (Bl SUEIFIS 1 R W) S0 AR SHBIUE RIFBE @ RV EIEE L),  the
foreign portion of the total investment in a Sino-Foreign School should be below 50% (the
“Foreign Ownership Restriction”) and the establishment of these schools is subject to
approval of education authorities at the provincial or national level. Our PRC Legal Adviser
has advised that the laws and regulations are 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 authority that it
meets the Qualification Requirement.

With the assistance of our PRC Legal Adviser, we consulted the Education Department of
Jiangsu Province (7L#% & % 5 ) on August 15, 2019, being the competent authority as advised
by our PRC Legal Adviser, to confirm the matters relating to the Sino-Foreign Schools relevant
to us. We were advised by an official of Development and Planning Office of the Education

Department of Jiangsu Province that:

(i) the Foreign Control Restriction and the Foreign Ownership Restriction apply to
Sino-Foreign Schools in Jiangsu Province;

(ii) no implementing measures or specific guidance were promulgated pursuant to the
Sino-Foreign Regulation and its implementing rules and the Qualification Requirement in
Jiangsu Province;

(ii1) although there is an understanding that the foreign investor will generally be an
educational institution ranked globally among the top 200 universities or top 100 in the
relevant fields, due to policy reason, the Education Department of Jiangsu Province will
be unlikely to approve an application to convert CUCN or any schools to be newly
established or invested by us into Sino-Foreign Schools; and
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(iv) the execution of the Contractual Arrangements does not require approval from them.

Given the policy adopted by the Education Department of Jiangsu Province as summarized
above, our Directors consider that it is not practicable for us to seek to apply to reorganize
CUCN as a Sino-Foreign School.

Notwithstanding the above, we have adopted a specific plan and will continue to expend
genuine efforts and financial resources towards meeting the Qualification Requirement. We
will remain abreast of any regulatory developments and continuously assess whether we 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.

Circumstances in which we will unwind the Contractual Arrangements

In relation to our TV series and film production and distribution business, if the operation of
a PRC radio and TV production and distribution company and PRC film and distribution
production company by foreign investors is permitted, we will exercise the Exclusive Call
Option Agreement and unwind and terminate our Contractual Arrangements to the extent
permissible as soon as practicable, and we will directly hold the maximum percentage of equity
interest permissible under the relevant PRC laws and regulations.

In relation to our higher education business, in the event that the Qualification Requirement is
removed or we are able to meet the Qualification Requirement but, as permitted by the
applicable PRC laws and regulations at the relevant time:

(i) the Foreign Ownership Restriction and the Foreign Control Restriction remain — we will
partially unwind the Contractual Arrangements and directly hold a sponsor or equity
interest of less than 50% in the relevant school or corporate entity since, as a foreign
investor, we can only hold no more than 50% interest in a Sino-Foreign School. However,
we will still rely on the Contractual Arrangements in place with respect to the domestic
interests in order to establish control over such school or corporate entities. Our Company
will also acquire rights to appoint less than 50% of the members of the board of directors
of the school. We will then control the voting power of the other members of the board
of directors appointed by the domestic party by way of the Contractual Arrangements;

(i) the Foreign Ownership Restriction remains and the Foreign Control Restriction is
removed — we will partially unwind the Contractual Arrangements and directly hold a
sponsor or equity interest of less than 50% in the relevant school or corporate entity since,
as a foreign investor, we can only hold no more than 50% interest in a Sino-Foreign
School. However we will still rely on the Contractual Arrangements in place with respect
to the domestic interests in order to establish control over such school or corporate
entities. Our Company will also acquire rights to appoint all members to the board of
directors of the school;

(iii) the Foreign Ownership Restriction is removed and the Foreign Control Restriction
remains — although, as a foreign investor, we can hold a majority interest in a
Sino-Foreign School, the Sino-Foreign Regulation and its implementing rules still dictate
that there be a domestic interest in the school and we will not be eligible to operate the
schools by ourselves. Therefore, we will acquire rights to appoint less than 50% of the
members of the board of directors of the school. We will then control the voting power
of the other members of the board of directors appointed by the domestic party by way
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of the Contractual Arrangements. We also plan to directly hold the maximum permitted
percentage of sponsor or equity interest in the relevant school or corporate entity, subject
to the approval of relevant government authorities. We will continue to control the
remaining minority domestic interests by way of the Contractual Arrangements; and

(iv) both the Foreign Ownership Restriction and the Foreign Control Restriction are removed
— we will be allowed to directly hold 100% of the interests held by the Registered
Shareholders in our University or relevant corporate entities and we will fully unwind the
Contractual Arrangements and directly hold all sponsor or equity interests held by the
Registered Shareholders in the relevant school or corporate entity. Our Company will also
acquire rights to appoint all members to the board of directors of the school.

In the event that the Qualification Requirement, the Foreign Ownership Restriction and the
Foreign Control Restriction are all removed (and assuming there are no other changes in the
relevant PRC laws and regulations), we will exercise the Exclusive Call Option Agreement to
unwind and terminate our Contractual Arrangements as soon as practicable, and we will
directly hold sponsor interests held by the Registered Shareholders in CUCN without using the
Contractual Arrangements.

Plan to comply with the Qualification Requirement

We are implementing a business plan with a view to expanding our education operations
overseas. We currently plan to establish and operate a university authorized to grant Bachelor
of Arts degrees in Animation and Media in the state of California, the United States. We believe
that such business plan represents our commitment and a meaningful endeavor to demonstrate
compliance with the Qualification Requirement. In particular, we have taken the following
concrete steps to comply with the Qualification Requirement:

. On June 27, 2017, we incorporated a holding company of a new school in California,
United States, namely, Cathay Picture, Inc., which is wholly-owned by Cathay Media HK
and will be responsible for the daily operation and management of the university to be
established;

. On July 6, 2017, we entered into a consulting agreement with an independent education
consultant with extensive experience and background in private post-secondary education
in California, the United States, pursuant to which the consultant shall provide
consultation and adviser services in relation to the licensing application submitted to the
Bureau for Private Post-secondary Education (“BPPE”) in California; and

. On May 30, 2018, we submitted a formal application to, and have since been in
correspondence with, the BPPE for the establishment of a university through the

non-accredited process.

. In December 2018, we received a response letter from the BPPE to request for further
information, which we responded to in January 2019.

. In February 2020, we received a request from BPPE for further information, which we
responded to in March 2020.
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Based on the further information requested by BPPE and our understanding from our agent,
assuming there is no major issue, the approval process with the BPPE is expected to complete
in or before 2021. We anticipate that the new university will formally commence operations in
around half a year after licensing approval is received.

We had expended approximately US$20,650 in connection with our plan as of December 31,
2019. We also estimate additional costs of around US$40,000 in relation to the licensing and
accreditation process, and that an initial investment of US$1 million will be required to
establish this university. We intend to fund the establishment, management and operations of
the new university from internal resources.

We are in the process of searching for appropriate premises to be used as our initial school
office. With the assistance of the consultant, we have prepared the program syllabus and
designed the online learning management system. We intend to appoint a chief academic
officer with at least 10 years’ experience in academic affairs and university management, and
approximately twelve additional staff and faculty.

Our PRC Legal Adviser is of the view that while Sino-foreign Schools are to be jointly
established by both foreign and domestic educational institutions, it is currently uncertain as
to what specific criteria must be met by a foreign investor (such as length of experience, and
form and extent of ownership in the foreign jurisdiction) in order to demonstrate that it meets
the Qualification Requirement. Based on the interviews conducted with the Education
Department of Jiangsu Province and the steps that we have undertaken as mentioned above, our
PRC Legal Adviser is of the view that we have taken all reasonable steps towards fulfilling the
Qualification Requirement subject to the discretion of competent authority.

We will communicate with the relevant authorities on a regular basis following the Listing to
keep abreast of any regulatory developments, including whether there will be any change in
policy for approving Sino-Foreign Schools in Jiangsu Province, and assess whether we are
qualified to meet the Qualification Requirement. We will disclose our progress in the
implementation of our overseas expansion plans and updates to the Qualification Requirement
in our annual and interim reports to inform the public investors after the Listing as and when
appropriate.
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The following simplified diagram illustrates the flow of economic benefits from our
Consolidated Affiliated Entities to our Group under the Contractual Arrangements:

Our Company

Equity interest
v

The WFOEs Lo oo Registered Shareholders
Management and | T Equity/sponsor interest
consultation | :
services ; 1 Service fees
Onshore Holdcos and their subsidiaries
Notes:

(1)  Registered Shareholders refer to the registered shareholders of the Onshore Holdcos (Dongyang Huaxia and
Nanjing Lanchou). Dongyang Huaxia is owned by Mr. Pu as to 99% and Mr. Liu Chang as to 1%. Nanjing
Lanchou is owned by Mr. Pu as to 100%.

(2)  “—>” denotes legal and beneficial ownership in the equity/sponsor interest.
(3)  “--->” denotes contractual relationship.
(4)  “----" denotes the control by WFOEs over the Registered Shareholders and the Onshore Holdcos through

(i) powers of attorney to exercise all shareholders’ rights in the Onshore Holdcos, (ii) exclusive options to
acquire all or part of the equity/sponsor interests held by the Registered Shareholders in our Consolidated
Affiliated Entities and (iii) equity pledges over the equity interests held by the Registered Shareholders in the
Onshore Holdcos, Huaxia Audio-Visual and Nanjing Meiya.

Summary of the material terms of the Contractual Arrangements
Exclusive Business Cooperation Agreements

Pursuant to the exclusive business cooperation agreements entered into by and between the
WFOEs, the Registered Shareholders, the Onshore Holdcos and CUCN dated August 28, 2019
(the “Exclusive Business Cooperation Agreements”), the WFOEs have the exclusive right to
provide to Dongyang Huaxia and its subsidiaries, Nanjing Lanchou and CUCN technical
services, management support services, consulting services, intellectual property licenses and
other additional services as the parties may mutually agree from time to time, and in return, the
Onshore Holdcos, CUCN shall make payments accordingly. Without the WFOEs’ prior written
consent, the Onshore Holdcos and CUCN shall not and shall urge their subsidiaries not to
accept services which are in competition or contradiction with those covered by the Exclusive
Business Cooperation Agreements from any third party.
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In addition, pursuant to the Exclusive Business Cooperation Agreements, each of the
Registered Shareholders undertakes to the WFOEs that in the event of death, loss of or
restriction on capacity, divorce or other circumstances which may affect the exercise of his
direct or indirect sponsor or equity interest in the Onshore Holdcos and CUCN, he shall have
made all necessary arrangement and signed all necessary documents such that his respective
successor, guardian, spouse, and any other person which may as a result of the above events
obtain the sponsor interest or equity rights shall not prejudice or hinder the enforcement of the
Contractual Arrangements.

Exclusive Technical Services and Management Consultancy Agreements

Pursuant to the exclusive technical services and management consultancy agreements entered
into by and between the WFOEs, the Onshore Holdcos and CUCN dated August 28, 2019 (the
“Exclusive Technical Services and Management Consultancy Agreements”), the WFOEs
have the exclusive right to provide, or designate any third party to provide, technical and
management services to Dongyang Huaxia and its subsidiaries, Nanjing Lanchou and CUCN,
which may involve:

(a) design, development, update and maintenance of software for computer and mobile
devices;

(b) design, development, update and maintenance of webpages and websites necessary for
their business activities;

(c) design, development, update and maintenance of management information systems
necessary for their business activities;

(d) provision of other technical support necessary for their business activities;
(e) provision of technical consulting services;

(f) provision of technical training;

(g) engaging technical staff to provide on-site technical support;

(h) other technical services reasonably requested by them;

(i) design of curriculum;

(j)  preparation, selection and/or recommendation of course materials;

(k) provision of teacher and staff recruitment and training support and services;
(1) provision of student recruitment support and services;

(m) provision of public relation services;

(n) preparation of long term strategic development plans and annual working plans;
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(o) development of financial management systems and recommendation and optimization on
annual budget;

(p) advising on design of internal structures and internal management;
(q) provision of management and consultancy training;

(r) conduct of market research;

(s) preparation of market development plan;

(t) building of marketing network; and

(u) providing other services reasonably requested by them.

Without the WFOESs’ prior written consent, none of our Consolidated Affiliated Entities may
accept services covered by the Exclusive Technical Services and Management Consultancy
Agreements from any third party.

In consideration of the technical and management consultancy services provided by the
WFOEs, each of the Onshore Holdcos and CUCN agreed to pay the WFOEs a service fee equal
to all (in the case of the Onshore Holdcos) or 91% (in the case of CUCN) of their respective
amount of surplus from operations (after deducting operating costs and other sums required by
relevant laws and regulations to be reserved or withheld). The WFOEs have the right (but not
the obligation) to adjust the amount of such service fee by reference to the actual services
provided and the actual business operations and needs of the Onshore Holdcos and CUCN,
provided that any adjusted amount shall not exceed the amount mentioned above.

Pursuant to the Exclusive Technical Service and Management Consultancy Agreements, unless
otherwise prescribed under the PRC laws and regulations, the WFOEs shall have exclusive
proprietary rights to any technology and intellectual property developed and materials prepared
in the course of the provision of research and development, technical support and services by
the WFOEs to Dongyang Huaxia and its subsidiaries, Nanjing Lanchou and CUCN, and any
intellectual property in the products developed, including any other rights derived thereunder,
in the course of performance of obligations under the Exclusive Technical Service and
Management Consultancy Agreements and/or any other agreements entered into between the
WFOEs and other parties.

Exclusive Call Option Agreements

Under the exclusive call option agreements entered into by and between the WFOEs, our
Consolidated Affiliated Entities and the Registered Shareholders dated August 28, 2019 (the
“Exclusive Call Option Agreements”), the Registered Shareholders have irrevocably granted
the WFOEs or their designated purchaser the right to purchase all or part of the interests held
by them in our Consolidated Affiliated Entities. The purchase price payable by the WFOEs in
respect of the transfer of such interest upon exercise of the call option shall be the lowest price
permitted under the PRC laws and regulations. The WFOEs or their designated purchaser shall
have the right to purchase such proportion of the interests as it decides at any time.
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The Registered Shareholders have further undertaken to the WFOEs that they:

(a)

(b)

(©)

(d)

(e)

()

(2)

(h)

()

Q)

shall not sell, assign, transfer or otherwise dispose of or create encumbrance over their
interest in any of our Consolidated Affiliated Entities directly or indirectly without the
prior written consent of the WFOEs;

shall not increase or reduce or agree to the increase or reduction of capital investment of
our Consolidated Affiliated Entities without the prior written consent of the WFOE:s;

shall not agree to or procure any of our Consolidated Affiliated Entities to divide into or
merge with other entities without the prior written consent of the WFOEs;

shall not dispose of or procure the management of our Consolidated Affiliated Entities to
dispose of any of the assets of our Consolidated Affiliated Entities without the prior
written consent of the WFOEs, except in the ordinary course of business and provided that
the value of assets in relation to each and every disposal shall not exceed RMB10 million;

shall not terminate or procure the management of our Consolidated Affiliated Entities to
terminate any material contract (which includes any agreement under which the amount
for each and every termination involved exceeds RMB10 million, the Contractual
Arrangements and any agreement of similar nature or content to the Contractual
Arrangements) or enter into any other contracts which may contradict such material
contracts without the prior written consent of the WFOEs;

shall not procure any of our Consolidated Affiliated Entities to enter into any transactions
which may have an actual impact on the assets, liabilities, operations, equity structures
or other legal rights of the Consolidated Affiliated Entities without the prior written
consent of the WFOEs, save for transactions which are in the ordinary course of business
of our Consolidated Affiliated Entities with the amount of each and every transaction
involved not more than RMB10 million, or transactions which have been disclosed to the
WFOEs and approved by the WFOEs;

shall not agree to or procure Dongyang Huaxia, Nanjing Lanchou and its subsidiaries and
CUCN to declare or in substance distribute any proceeds or agree to such distribution
without the prior written consent of the WFOEs;

shall not agree to or procure our Consolidated Affiliated Entities to change its business
model or mode/nature of operation;

shall not agree to or procure any of our Consolidated Affiliated Entitles to amend its
articles of association without the prior written consent of the WFOEs;

shall ensure that our Consolidated Affiliated Entities do not provide or obtain loans or
provide any guarantees or otherwise undertake any other action to guarantee, or undertake
any material obligations (including obligations under which the amount payable by our
Consolidated Affiliated Entities exceeds RMB10 million, obligations which restrict or
hinder the due performance of obligations under the Contractual Arrangements by our
Consolidated Affiliated Entities, obligations which restrict or prohibit the financial or
business operations of our Consolidated Affiliated Entities, or any obligations wh