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IMPORTANT

If you are in any doubt about any of the contents of this prospectus, you should seek independent professional advice.

China General Education Group Limited

TEBEAABRABRAE

(Incorporated in the Cayman Islands with limited liability)
GLOBAL OFFERING

Total Number of Offer Shares under the : 125,000,000 Shares (subject to the Over-allotment
Global Offering Option)
Number of Hong Kong Offer Shares : 12,500,000 Shares (subject to adjustment)
Number of International Offer Shares : 112,500,000 Shares (subject to the Over-allotment
Option and adjustment)
Offer Price : Not more than HK$4.38 per Offer Share, plus
brokerage of 1.0%, SFC transaction levy of
0.0027% and Stock Exchange trading fee of
0.005% (payable in full on application in Hong
Kong dollars and subject to refund)
Nominal value : US$0.00001 per Share
Stock code : 2175
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Hong Kong Exchanges and Clearing Limited, The Stock Exchange of Hong Kong Limited and Hong Kong Securities Clearing Company
Limited take no responsibility for the contents of this prospectus, make no representation as to its accuracy or completeness and expressly
disclaim any liability whatsoever for any loss howsoever arising from or in reliance upon the whole or any part of the contents of this
prospectus. A copy of this prospectus, having attached thereto the documents specified in “Documents Delivered to the Registrar of
Companies and Available for Inspection” in Appendix VI to this prospectus, has been registered by the Registrar of Companies in Hong Kong
as required by Section 342C of the Companies (Winding Up and Miscellaneous Provisions) Ordinance (Chapter 32 of the Laws of Hong
Kong). The Securities and Futures Commission of Hong Kong and the Registrar of Companies in Hong Kong take no responsibility for the
contents of this prospectus or any other documents referred to above.

The Offer Price is expected to be determined by agreement between the Sole Representative (on behalf of the Underwriters), and our
Company on or before Thursday, July 8, 2021 or such later time as may be agreed between the parties, but in any event, no later than Monday,
July 12, 2021. If, for any reason, the Sole Representative (on behalf of the Underwriters), and our Company are unable to reach an agreement
on the Offer Price by Monday, July 12, 2021, the Global Offering will not proceed and will lapse immediately. The Offer Price will be not
more than HK$4.38 per Share and is expected to be not less than HK$3.16 per Share, unless otherwise announced. Investors applying for the
Offer Shares must pay, on application, the maximum offer price of HK$4.38 for each Offer Share together with brokerage of 1%, SFC
transaction levy of 0.0027% and Stock Exchange trading fee of 0.005% subject to refund if the Offer Price is lower than HK$4.38. The Sole
Representative (on behalf of the Underwriters), may, with the consent of our Company, reduce the number of Offer Shares being offered
under the Global Offering and/or the indicative Offer Price range below that stated in this prospectus at any time 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 the Company at chinageg.cn as soon as practicable but in any event not later than
the morning of the last day for lodging applications under the Hong Kong Public Offering.

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

Pursuant to the termination provisions contained in the Hong Kong Underwriting Agreement in respect of the Offer Shares, the Sole
Representative (on behalf of the Underwriters), has the right in certain circumstances, in its absolute discretion, to terminate the obligation
of the Hong Kong Underwriters pursuant to the Hong Kong Underwriting Agreement at any time prior to 8:00 a.m. on the Listing Date.
Further details of the terms of the termination provisions are set out in the section headed “Underwriting — Underwriting Arrangements and
Expenses — Grounds for Termination” in this prospectus. It is important that you refer to that section for further details.

The Offer Shares have not been and will not be registered under the U.S. Securities Act of 1933, as amended (the “U.S. Securities Act”) or
any state securities law of the United States and may not be offered, sold, pledged or transferred within the United States or to, or for the
account or benefit of U.S. persons, except in transactions exempt from, or not subject to, the registration requirements of the U.S. Securities
Act. The Offer Shares are being offered and sold outside the United States in offshore transactions in reliance on Regulation S under the U.S.
Securities Act.

June 30, 2021



EXPECTED TIMETABLE™"

If there is any change in the following expected timetable of the Hong Kong Public Offering,
we will issue an announcement in Hong Kong to be published on the Stock Exchange’s website at
www.hkexnews.hk and our website at chinageg.cn.

Hong Kong Public Offering commences and WHITE and
YELLOW Application Forms available from . ....... ... ... ... ... .......... 9:00 a.m. on
Wednesday, June 30, 2021

Latest time to complete electronic applications under the
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/IPOApp or www.tricorglobal.com/IPOApp
(2) the designated website www.hkeipo.hk™® ... ... .. ... ... . L 11:30 a.m. on
Thursday, July 8, 2021

Application lists open™ . . ... 11:45 a.m. on
Thursday, July 8, 2021

Latest time for lodging WHITE and YELLOW Application Forms
and giving electronic application instructions to HKSCC™ . ... ... . ... ... ... 12:00 noon on
Thursday, July 8, 2021

Latest time to complete payments for HK eIPO White Form applications
by effecting internet banking transfer(s) or PPS payment transfer(s) ............. 12:00 noon on
Thursday, July 8, 2021

Application lists close™® .. .. ... 12:00 noon on
Thursday, July 8, 2021

Expected Price Determination Date®™ ... ... . ... ... .. ... ... ... ...... Thursday, July 8, 2021

(1) Announcement of the Offer Price, the indications 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 Offer Shares to be published at the websites of
the Stock Exchange at www.hkexnews.hk and the Company
at chinageg.en®"'V on orbefore ............................. Thursday, July 15, 2021

(2) Results of allocations in the Hong Kong Public Offering (with
successful applicants’ identification document numbers, where
appropriate) to be available through a variety of channels as
described in the section headed “How to Apply for Hong Kong
Offer Shares” in this prospectus from"" ... ... .. ... .. ... ... .. .. Thursday, July 15, 2021

A full announcement containing (1) and (2) above to be published
on the website of the Stock Exchange at www.hkexnews.hk and
the Company at chinageg.cn”"" from . .......................... Thursday, July 15, 2021




EXPECTED TIMETABLE™"

Results of allocations in the Hong Kong Public Offering
will be available at “IPO Results” 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 D Thursday, July 15, 2021

Despatch/Collection of Share certificates or deposit of Share certificates into CCASS
in respect of wholly or partially successful applications pursuant to
the Hong Kong Public Offering on or before®1Y . .| Thursday, July 15, 2021

HK eIPO White Form e-Auto Refund payment instructions/refund cheques
in respect of wholly successful (if applicable) or wholly or

partially unsuccessful applications to be despatched on or before ® *© ‘Y Thursday, July 15, 2021

Dealings in Shares on the Stock Exchange to commence at 9:00 a.m. on"" . . .. Friday, July 16, 2021

The application for the Hong Kong Offer Shares will commence on Wednesday, June 30, 2021
through Thursday, July 8, 2021. Such time period is longer than the 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 bank on behalf of our Company and the refund
monies, if any, will be returned to the applicants without interest on Thursday, July 15, 2021.
Investors should be aware that the dealings in our Shares on the Stock Exchange are expected to
commence on Friday, July 16, 2021.

Notes:

(1) 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 prospectus.

(2) 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.

3) If there is/are a “black” rainstorm warning, a tropical cyclone warning signal number 8 or above and/or Extreme Conditions
in force in Hong Kong at any time between 9:00 a.m. and 12:00 noon on Thursday, July 8, 2021, the application lists will not
open and close on that day. Further information is set out in the section headed “How to Apply for Hong Kong Offer Shares
— 10. Effect of Bad Weather and/or Extreme Conditions on the Opening of the Application Lists” in this prospectus. If the
application lists do not open and close on Thursday, July 8, 2021, the dates mentioned in this section headed “Expected
Timetable” may be affected. An announcement will be made by us in such event.

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

(5) The Offer Price is expected to be determined on or about Thursday, July 8, 2021 but in any event, the expected time for
determination of the Offer Price will not be later than Monday, July 12, 2021. If, for any reason, the Offer Price is not
agreed between the Sole Representative (on behalf of the Underwriters), and our Company by Monday, July 12, 2021, the
Global Offering will not proceed and will lapse.

(6) Neither the website of our Company nor any of the information contained on the website of our Company forms part of this
prospectus.

7) Share certificates for the Hong Kong Offer Shares will become valid certificates of title at 8:00 a.m. on Friday, July 16,
2021, 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 become valid certificates do so
entirely at their own risk.

— i1 —



EXPECTED TIMETABLE™"

(&)

)

(10)

(an

Applicants who have applied on WHITE Application Forms or through the HK eIPO White Form service for 1,000,000
Hong Kong Offer Shares or more under the Hong Kong Public Offering and have provided all information required on their
Application Forms may collect any refund cheque(s) and/or Share certificate(s) in person from our 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 Thursday, July 15, 2021. Applicants being individuals who apply for 1,000,000 Hong Kong Offer
Shares or more and is eligible for personal collection must not authorize any other person to make collection on their
behalf. Applicants being corporations who are applying for 1,000,000 Hong Kong Offer Shares or more and is eligible for
personal collection must attend by their authorized representatives bearing letters of authorization from their corporations
stamped with the corporations’ chop. Identification and (where applicable) authorization documents acceptable to our

Hong Kong Share Registrar must be produced at the time of collection.

Applicants who have applied on YELLOW Application Forms for 1,000,000 Hong Kong Offer Shares or more under the
Hong Kong Public Offering and have provided all information required by their Application Forms may collect their refund
cheque(s), where applicable, in person but may not collect their Share certificate(s), which will be deposited into CCASS
for the credit of their designated CCASS Participants’ stock accounts or CCASS Investor Participant stock accounts, as
appropriate. The procedures for collection of refund cheque(s) for YELLOW Application Form applicants are the same as
those for WHITE Application Form applicants specified above.

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

If an applicant has applied for less than 1,000,000 Hong Kong Offer Shares, the Share certificate (if applicable) and/or
refund cheque will be despatched by ordinary post (at the applicant’s own risk) to the address specified on the Application
Form.

Uncollected Share certificate(s) and refund cheque(s) will be despatched by ordinary post at the applicants’ own risk to the
addresses specified on the relevant applications. Further details are set out in the section headed “How to Apply for Hong

Kong Offer Shares — 14. Despatch/Collection of Share Certificates and Refund Monies” in this prospectus.

e-Auto Refund payment instructions and refund cheques will be made/issued in respect of wholly or partially unsuccessful
applications and in respect of successful applications if the Offer Price as finally determined is less than the initial Offer
Price per Share payable on application. Part of your Hong Kong identity card number/passport number, or, if you are joint
applicants, part of the Hong Kong identity card number/passport number of the first-named applicant provided by you may
be printed on your refund cheque, if any. Such data may also be transferred to a third party for refund purposes. Your banker
may require verification of your Hong Kong identity card number/passport number before encashment of your refund
cheque, if any. Inaccurate completion of your Hong Kong identity card number/passport number may lead to a delay in
encashment of, or may invalidate, your refund cheque, if any.

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

In case a tropical cyclone warning signal number 8 or above, a “black” rainstorm warning signal and/or Extreme Conditions
is/are in force in any days between Wednesday, June 30, 2021 to Friday, July 16, 2021, then the day of (i) announcement of
results of allocations in the Hong Kong Public Offering; (ii) despatch of Share certificates and refund cheques/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.

For details of the structure of the Global Offering, including the conditions thereof, please see

“Structure of the Global Offering” in this prospectus.
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with information that is different from what is contained in this prospectus. Any information or
representation not made in this prospectus must not be relied on by you as having been authorized by
our Company, the Sole Sponsor, the Sole Representative, the Joint Global Coordinators, the Joint
Bookrunners, the Joint Lead Managers, the Co-Manager, any of the Underwriters, any of their
respective directors, officers, representatives or advisors or any other person involved in the Global

Offering.

Page
Expected Timetable . ... ... ... .. e i
Contents . . . .. ... iv
SUIMMATY . . .. e e e e e 1
Definitions . ... .. .. .. .. . 23
Glossary of Technical Terms . ... .. ... ... . ... 37
Forward-looking Statements . ... ... ... ... ... .. . ... 40
Risk Factors . ... ... .. 41
Waivers from Strict Compliance with the Listing Rules . ... ..... ... .. ... ... ... .. 84
Information about this Prospectus and the Global Offering ........................ 86
Directors and Parties Involved in the Global Offering .. ......... .. .. .. ... ........ 90
Corporate Information . ... ... .. .. .. ... 98
Industry Overview . .. ... . 100
Regulatory OVerview . . .. .. ... .. ... 116
History and Corporate Structure . ...... ... ... ... . . .. .. ... 135

_iV_



CONTENTS

Page

Business . .. .. 146
Contractual Arrangements . . . ... .. ... ... 248
Relationship with Controlling Shareholders . .......... .. ... .. ... ... ... ... ... .... 277
Connected Transactions . ... ... ... ... 282
Directors and Senior Management ... ....... .. ... .. ... ... 287
Substantial Shareholders . ... ... ... .. .. ... 301
Share Capital . . .. .. ... 302
Financial Information ... ... ... . .. . . ... . 306
Future Plans and Use of Proceeds . ....... ... .. .. . .. . ... . .. . . i 363
Underwriting . . . ... ... ... 370
Structure of the Global Offering . ............. .. .. .. ... . . .. . . . . . . .. .. ... 380
How to Apply for Hong Kong Offer Shares . ......... .. ... ... .. ... .. .. .. ........ 391
Appendices
Appendix I — Accountants’ Report . ........ ... .. ... .. ... .. I-1
Appendix 11 — Unaudited Pro Forma Financial Information of the Group ........ I1-1
Appendix III — Property Valuation Report . ......... ... .. ... ... ... .. ... ... III-1
Appendix IV — Summary of the Constitution of the Company and

Cayman Islands Company Law and Taxation ................ IV-1
Appendix V — Statutory and General Information ......................... V-1
Appendix VI — Documents Delivered to the Registrar of Companies and

Available for Inspection .. ......... ... ... ... . ... ... .. ... VI-1



SUMMARY

This summary aims to give you an overview of the information contained in this prospectus.
Since it is a summary, it does not contain all the information that may be important to you. You should
read the prospectus in its entirety before you decide whether to invest in the Offer Shares. There are
risks associated with any investment. Some of the particular risks in investing in our Shares are set
out in the section headed “Risk Factors” in this prospectus. You should read that section carefully
before you decide to invest in our Shares. The application for the Hong Kong Offer Shares will
commence on Wednesday, June 30, 2021 through Thursday, July 8, 2021. Such time period is longer
than the 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 bank on behalf
of our Company and the refund monies, if any, will be returned to the applicants without interest on
Thursday, July 15, 2021. Investors should be aware that the dealings in our Shares on the Stock
Exchange are expected to commence on Friday, July 16, 2021.

OVERVIEW

We are a leading provider of private higher education in Shanxi Province, the PRC. According to
the Frost & Sullivan Report, we ranked first among all private higher education institutions in Shanxi
Province in terms of total full-time student enrollment, with a market share of 15.6% for the 2020/2021
school year. During the Track Record Period and as of the Latest Practicable Date, we operated one
college, Shanxi Technology and Business College in Taiyuan City, Shanxi Province, the PRC. In 2011,
our College was approved and upgraded by the MOE to become the first private undergraduate college in
Shanxi Province. Our solid reputation and extensive expertise in the private higher education sector have
allowed us to continue to grow our College since then. The total number of students enrolled at our
College has grown from approximately 8,000 students in the 2011/2012 school year to over 17,000
students in the 2020/2021 school year. During the Track Record Period, all of the enrolled students in our
College were full-time students and most of our students enrolled were boarding students except for very
few students who were approved by us to live off campus for personal reasons. As of December 31, 2020,
we employed 558 full-time teachers and 544 part-time teachers.

As of the Latest Practicable Date, our College offered bachelor’s degree programs in a total of 36
majors (i.e. the specific area of study a student chooses to focus on, such as accounting, business
administration, computer science and technology and preschool education) and three concentrations
(which are specific study areas of emphasis within certain majors, including an internet technology
concentration under major of computer science and technology, a child massage healthcare concentration
and an early education concentration under the major of preschool education) to undergraduate students
through its 12 schools. As of the Latest Practicable Date, our College operated two campuses, namely,
Longcheng campus and Beige campus, with a total area of approximately 481,504 sq. m. and building
space of approximately 377,556 sq. m.

We focus on providing application-oriented education to equip our students with practical skills
relevant to careers. We continue to optimize our course offerings and practical training programs to
provide our students with the practical and readily applicable skills. We offer mandatory and elective
courses in entrepreneurship and innovation-related subjects, and provide a variety of opportunities for
students to hone their business skills. We reinforce our application-oriented course offerings with
meaningful collaboration with companies in private industry ranging from joint development and
delivery of entire courses and construction of simulated work-environment training bases on our
campuses, to inviting industry experts and visiting lecturers and helping arrange internship and practical
training opportunities for our students. We believe our emphasis on developing advanced, career-focused
skill sets helps make our students more appealing to potential employers. The Initial Employment Rate
for graduates of our College reached approximately 94.2% and 90.8% for the 2017/2018 and 2018/2019
school years, respectively. In contrast, China’s overall Initial Employment Rates for higher education
graduates were significantly lower, at approximately 78.2% and 78.2%, respectively, in the same school
years, according to the Frost & Sullivan Report.
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Our revenue remained largely stable over the Track Record Period. Our revenue decreased slightly
from RMB267.4 million for the year ended August 31, 2018 to RMB266.3 million for the year ended
August 31, 2019, and then increased to RMB271.1 million for the year ended August 31, 2020. Our
revenue decreased from RMB110.9 million for the four months ended December 31, 2019 to RMB110.3
million for the four months ended December 31, 2020, primarily due to a delay in the beginning of the
2020/2021 school year for new students from September to October as a result of the COVID-19
pandemic, resulting in only three months of revenue for that year being recognized as of December 31,
2020. This timing effect was partially offset by an increase in the total number of students enrolled in our
College from 16,616 for the 2019/2020 school year to 17,233 for the 2020/2021 school year. Our gross
profit decreased from RMB171.1 million for the year ended August 31, 2018 to RMB157.8 million for the
year ended August 31, 2019, and increased to RMB163.9 million for the year ended August 31, 2020. Our
gross profit decreased slightly from RMB64.8 million for the four months ended December 31, 2019 to
RMB64.2 million for the four months ended December 31, 2020. Our profit and total comprehensive
income for the year decreased from RMB144.8 million for the year ended August 31, 2018 to RMB137.6
million for the year ended August 31, 2019, and increased to RMB142.7 million for the year ended
August 31, 2020. Our profit and total comprehensive income for the period decreased from RMB58.5
million for the four months ended December 31, 2019 to RMB50.9 million for the four months ended
December 31, 2020.

OUR COLLEGE

During the Track Record Period and as of the Latest Practicable Date, we operated one college,
Shanxi Technology and Business College in Taiyuan City, Shanxi Province, the PRC. As of the Latest
Practicable Date, our College offered bachelor’s degree programs in a total of 36 majors and three
concentrations to undergraduate students including accounting, auditing, civil engineering and business

administration, among many others.

As a higher education service provider, we are dedicated to (i) building our College into a modern
institution of higher education of superior quality, and (ii) equipping our students with practical and

readily applicable skills that meet the ever-changing demands of the job market.

OUR COMPETITIVE STRENGTHS

We believe the following competitive strengths have contributed to our success and will continue
to distinguish us from our competitors: (i) leading private higher education provider in Shanxi Province
with a long history of successful growth and extensive industry experience; (ii) application-oriented
course offerings focused on teaching practical skills and preparing students to readily enter the
workforce; (iii) active coordination with companies in various industry sectors through joint curriculum
design, student cultivation and practical training programs; (iv) well-positioned to benefit from the
growing market demand for private higher education and technical talents in Shanxi Province; and (v)
experienced, stable and well-established management team with proven track record, supported by

seasoned high-caliber teachers with extensive teaching experience.



SUMMARY

OUR BUSINESS STRATEGIES

We intend to continue to expand our business and school network. To achieve our goals, we plan to
pursue the following business strategies: (i) increase our College’s capacity and student body and
improve the teaching and living environment by building new facilities; (ii) expand our operations
through acquisition; (iii) further improve and diversify our curriculum offerings and course design and
continue to provide practical training to our students; (iv) expand the scope of our educational service
offerings to capture additional growth opportunities; and (v) continue to build and improve our highly

qualified teaching team.

CONTRACTUAL ARRANGEMENTS

The following simplified diagram illustrates the flow of economic benefits from our College
and/or our School Sponsor to our Group stipulated under the Contractual Arrangements. See “Contractual

Arrangements — Operation of the Contractual Arrangements” in this prospectus for further details.

Our Company
L 100%
A
(5) Entrustment of directors” rights .
R L EEEER RS R R PR PR PR EEEEEE R e School Directors
(3) Exclusive call option
(6) Entrustment of shareholders’ rights and power of attorney .
P (7) Pledge of equity interests Registered
Shareholders
. 100%
Shanxi WFOE N et

1
(4) Entrustment of School Sponsor’s rights and managing School Sponsor’s ]
interests in Shanxi Technology & Business |
[ e oo oooooooooooooooooo- b School Sponsor®
|
1

(2) Provision of exclusive technical, business,management and other

1

1
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1

supporting services I
*************** P *p***fgf—ff"f"ff—ff"f"ff—ff"f""—ff————————————————————————————————H 100% ]
1 1

1 1

1 1

1

1

1

1

(1) Payment of service fees Shanxi Technology &
Business

113

” denotes direct legal and beneficial ownership in the equity interest

-------- ” denotes Contractual Arrangements

Notes:

(1) Payment of service fees. See “Contractual Arrangements — Operation of the Contractual Arrangements —
Summary of the Material Terms of the Contractual Arrangements — (2) Exclusive Technical Service and

Management Consultancy Agreement” in this prospectus for details.

(2) Provision of exclusive technical and management consultancy services. See “Contractual Arrangements —
Operation of the Contractual Arrangements — Summary of the Material Terms of the Contractual Arrangements —
(2) Exclusive Technical Service and Management Consultancy Agreement” in this prospectus for details.

3) Exclusive call option to acquire all or part of our School Sponsor’s interest in Shanxi Technology & Business and
equity interest in our School Sponsor. See “Contractual Arrangements — Operation of the Contractual
Arrangements — Summary of the Material Terms of the Contractual Arrangements — (3) Exclusive Call Option

Agreement” in this prospectus for details.
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(4) Entrustment of School Sponsor’s rights in Shanxi Technology & Business by our School Sponsor. See “Contractual
Arrangements — Operation of the Contractual Arrangements — Summary of the Material Terms of the Contractual
Arrangements — (4) School Sponsor’s and Directors’ Rights Entrustment Agreement” and “Contractual
Arrangements — Operation of the Contractual Arrangements — Summary of the Material Terms of the Contractual
Arrangements — (5) School Sponsor’s Powers of Attorney” in this prospectus for details.

(5) Entrustment of directors’ rights in Shanxi Technology & Business by directors of Shanxi Technology & Business
including directors’ powers of attorney. See “Contractual Arrangements — Operation of the Contractual
Arrangements — Summary of the Material Terms of the Contractual Arrangements — (4) School Sponsor’s and
Directors’ Rights Entrustment Agreement” and “Contractual Arrangements — Operation of the Contractual
Arrangements — Summary of the Material Terms of the Contractual Arrangements — (6) Directors’ Powers of
Attorney” in this prospectus for details.

(6) Entrustment of shareholders’ right of the Registered Shareholders and our School Sponsor including shareholders’
powers of attorney. See “Contractual Arrangements — Operation of the Contractual Arrangements — Summary of
the Material Terms of the Contractual Arrangements — (7) Shareholders’ Rights Entrustment Agreement” and
“Contractual Arrangements — Operation of the Contractual Arrangements — Summary of the Material Terms of
the Contractual Arrangements — (8) Shareholders’ Powers of Attorney” in this prospectus for details.

(7) Pledge of equity interest by the Registered Shareholders of their equity interest in our School Sponsor. See
“Contractual Arrangements — Operation of the Contractual Arrangements — Summary of the Material Terms of
the Contractual Arrangements — (10) Equity Pledge Agreement” in this prospectus for details.

(8) According to PRC laws and regulations, entities and individuals who establish private schools are commonly
referred to as “school sponsors” instead of “owners” or “shareholders”. See “Regulatory Overview” in this

prospectus for details.
FOREIGN INVESTMENT RESTRICTION

We currently conduct our private higher education business through our PRC Affiliated Entities in
the PRC as PRC laws and regulations generally restrict foreign ownership in the private higher education
industry in the PRC. PRC laws and regulations currently restrict the operation of higher education
institutions to Sino-foreign cooperation ownership, in addition to imposing qualification requirements on
the foreign owners. We do not hold any equity interest in our PRC Affiliated Entities. The Contractual
Arrangements, through which we obtain control over and derive the economic benefits from our PRC
Affiliated Entities, have been narrowly tailored to achieve our business purpose and minimize the
potential conflict with relevant PRC laws and regulations.

Pursuant to the Negative List, the provision of higher education in the PRC falls within the
“restricted” category. Foreign investors are only allowed to invest in higher education through
cooperation with a domestic party who shall play a dominant role in the Sino-foreign cooperation. We had
fully complied with the relevant foreign control restriction in respect of Shanxi Technology & Business
on the basis that (a) the principals and the chief executive officers of Shanxi Technology & Business are
all PRC nationals; and (b) all the members of the board of directors are PRC nationals.

In relation to the interpretation of Sino-foreign cooperation, pursuant to the Sino-Foreign
Regulation and 2004 Implementing Regulations, 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 (< [# i 5% 8hF15 | 28 R & 4 A2 F
WA R R R E M E L)), the foreign portion of the total investment in a Sino-Foreign
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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. Notwithstanding
our compliance with the Foreign Ownership Restriction, our PRC Legal Advisors have advised that no
detailed rules have been released 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. Nevertheless, we are
committed to working towards meeting the Qualification Requirement. See “Contractual Arrangements

— Background of the Contractual Arrangements” in this prospectus for further details.

FOREIGN INVESTMENT LAW

On March 15, 2019, the 13th National People’s Congress approved the Foreign Investment Law
which came into effect on January 1, 2020. The Foreign Investment Law does not explicitly stipulate that
arrangements such as the Contractual Arrangements are a form of foreign investment. As advised by our
PRC Legal Advisors, since contractual arrangements are not specified as foreign investment under the
Foreign Investment Law, and if the future laws, regulations and rules do not incorporate or recognize such
contractual arrangements as a form of foreign investment, our Contractual Arrangements as a whole and
each of the agreements comprising the Contractual Arrangements will not be affected and will continue to

be legal, valid and binding on the parties.

For details of risks relating to the Foreign Investment Law, see “Risk Factors — Risks relating to
our Contractual Arrangements — Substantial uncertainties exist with respect to the interpretation and
implementation of the Foreign Investment Law and how it may impact the viability of our current

corporate structure, corporate governance and business operations” in this prospectus.

THE 2016 DECISION AND THE IMPLEMENTATION RULES UNDER THE 2016 DECISION

In addition to the 2016 Decision, the General Office of the People’s Government of Shanxi
Province promulgated the Shanxi Opinions on July 11, 2018, according to which, school sponsors can
freely elect to establish for-profit schools or non-profit schools with the exception that schools providing
compulsory education must be non-profit. Sponsors of non-profit private schools do not obtain school
operating income, and operating balances are all used for running the schools. For-profit private school
sponsors can obtain school operating income, and distribution of the school balances are based on
relevant state regulations. Private schools approved for establishment before November 7, 2016 can
freely elect to establish for-profit schools or non-profit schools with the exception that schools providing
compulsory education must be non-profit, the re-registration shall be completed within 5 years after the

publication of Shanxi Opinions.

Our College did not require reasonable returns before the 2016 Decision came into effect. Based on
our management’s judgment on the current legal framework in the PRC, including the 2016 Decision and
the 2021 Implementing Regulations, and the existing ownership structure of our College, we currently
expect to register our College as a for-profit private school. We will closely monitor and make the
relevant decision regarding the status of our College in response to the development of the 2016 Decision

and the 2021 Implementing Regulations after consulting our PRC legal advisors.
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Implications on Our College

According to the 2021 Implementing Regulations, we may be required to pay land transaction fees
to the local land resources bureau for the land we held interests in at Longcheng campus and Beige
campus, as we currently expect to register our College as a for-profit private school. While no laws and
regulations have been promulgated as to the calculation of the land transaction fees, taking into
consideration (i) the historical transaction prices of land parcels designated for science and education
purposes obtained from the State-owned Land Resources Bureau in Shanxi Province since 2018; and (ii)
the reference value of such land as of March 31, 2021 as set out in Appendix III to this prospectus, which
has been assessed by analysing relevant land sale comparables by Vincorn Consulting and Appraisal
Limited, an independent valuer we engaged, our Directors currently estimate, and the Sole Sponsor
concurs, that the land transaction fee would not be materially different from the reference value of
approximately RMB286.9 million. We currently expect to fund the land transaction fees using internally
generated funds from our operations. Taking into account (i) cash and cash equivalents of RMB211.4
million and RMB48.1 million as of December 31, 2020 and April 30, 2021, respectively; (ii) financial
assets at fair value through profit or loss of RMB400.0 million (which had maturity within three months)
and RMB540.0 million (which had maturity within four months) as of December 31, 2020 and April 30,
2021, respectively; and (iii) expected future cash inflow from our operating activities going forward (we
had cash flows from operating activities of RMB226.2 million for the four months ended December 31,
2020), our Directors consider our internally generated funds would be sufficient to satisfy the above

funding needs.

As advised by our PRC Legal Advisors, our College is obliged to reapply or apply for amendments
to its licenses, permits, approvals and certificates necessary to conduct its operations in accordance with
relevant PRC laws in connection with registering our College as a for-profit private school. In this regard,
an entity to be registered as a for-profit private school may need to be newly established and therefore,
our Company may adopt new contractual arrangements which are expected to be in substantially the same
terms as those currently in place under the Contractual Arrangements. Given our College does not provide
compulsory education, it is not subject to the prohibition on transaction with interested parties. However,
in the unlikely event that our Contractual Arrangements are not deemed to have been entered into on an
open, fair and impartial basis in accordance with the current applicable laws and regulations by the
relevant PRC government authorities, Shanxi WFOE may need to make changes to the terms of the
Contractual Arrangements to comply with the open, fair and impartial requirements. Only in the extreme
scenario where we fail to make such changes to the terms of our Contractual Arrangements necessary to
comply with the open, fair and impartial requirements and the relevant authorities demand that our
Contractual Arrangements be terminated, or the relevant authorities are of the view that no service fees
could be charged by Shanxi WFOE in order for the Contractual Arrangements to be open, fair and
impartial, we will cease to be able to consolidate our PRC Affiliated Entities, which, in turn, will have a

material adverse impact on our business, results of operations and financial condition.

According to the 2021 Implementing Regulations, private schools shall set up an information
disclosure mechanism for dealing with their Interested Parties. However, as of the Latest Practicable
Date, no specific requirements have been promulgated relating to the information disclosure mechanism,
including but not limited to, requirements on financial reporting. Compliance costs may be incurred for
establishing disclosure mechanisms if required by future specific measures.

—6—
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According to the 2021 Implementing Regulations, financial institutions are allowed to develop
financial products that are suitable for private schools with controllable risks. Private schools are allowed
to raise funds by using future operating income, intellectual property and others. As advised by our PRC
Legal Advisors, the 2021 Implementation Regulations did not provide any further detailed requirements
in this regard. Before the promulgation of 2021 Implementing Regulations, no laws in the PRC explicitly
stipulated how private schools could raise funds.

For illustration purposes only, assuming that during the Track Record Period the profit before tax
of our College had been subject to PRC enterprise income tax of 25%, we estimate that our tax exposure
would have increased by approximately RMB37.5 million, RMB34.7 million, RMB36.5 million and
RMB13.1 million, respectively for the years ended August 31, 2018, 2019 and 2020 and the four months
ended December 31, 2020. Our College is not subject to PRC value-added tax for our revenue generated
from providing formal education in the PRC. Had such taxes applied to us during the Track Record
Period, we estimate that, our net profit would have decreased by approximately RMB37.5 million,
RMB34.7 million, RMB36.5 million and RMB13.1 million, respectively, accounting for 25.9%, 25.2%,
25.6% and 25.8% of our net profit, respectively, for the years ended August 31, 2018, 2019 and 2020 and
the four months ended December 31, 2020.

In accordance with the 2016 Decision and 2021 Implementing Regulations, if we elect our College
to register as a for-profit private school, we will be required to conduct financial settlement, the purpose
of which is to clarify the ownership and amount of the schools’ assets instead of liquidating such school.
Subsequently, we may be required to pay relevant taxes and fees, obtain a new school operating license,
apply for re-registration of a newly established company in the PRC, transfer all the assets and liabilities
of our College to the newly established company and thereafter, continue school operations under the new
private school operating license. With reference to other higher education institutions in the PRC which
are in the process of registering to become for-profit private schools and whose information was publicly
available as of the Latest Practicable Date, our Directors have not observed any material impact on
business, operation and financial condition of those higher education institutions in respect of financial
settlement by such higher education institutions. In light of the foregoing, as of the Latest Practicable
Date, our Directors are of the view that, and concurred by Sole Sponsor, the business, operation and
financial performance of our College during the financial settlement process should not be materially
affected.

THE CONTROLLING SHAREHOLDERS

Immediately after completion of the Capitalization Issue and the Global Offering, Niusanping
Limited will directly hold 53.25% of the issued share capital of our Company, assuming the
Over-allotment Option is not exercised and without taking into account any Shares which may be issued
upon the exercise of options granted under the Share Option Scheme. Niusanping Limited is solely owned
by Mr. Niu Sanping, the chairman of our Board and an executive Director. The Directors are satisfied that
our Group is capable of carrying on its business independently of the Controlling Shareholders and its or
his respective associates. See “Relationship with Controlling Shareholders” in this prospectus.
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SUMMARY OF BUSINESS OPERATING DATA

The following table sets forth information on per student tuition fees and boarding fees for the

school years indicated.

Fee types
Tuition fee
- Management, literature
(excluding foreign language),
economics, education and law majors

Tuition and boarding
fees per year per student

School Year
2017/2018 2018/2019 2019/2020 202072021
(RMB) (RMB) (RMB) (RMB)

14,900-15,120

14,900-15,120

14,900-15,120

14,900-15,120

- Literature (foreign language) majors 14,900 14,900 14,900 15,900
— Engineering majors 15,900 15,900 15,900 15,900
— Art majors 17,000 17,000 17,000 17,000
Boarding fee " 1,000-1,500 1,000-1,500 1,000-1,500 1,000-1,500
Note:
(1) We offer three classes of student dormitories in our Longcheng campus and Beige campus, for which boarding fee

rates vary based on factors including the size of the room provided, the number of students sharing a room, and the

type of furniture and facilitates available, among others. The boarding fee rates charged for these different classes
were RMB1,000, RMB1,200 and RMB 1,500, respectively, per year per student for each school year in the Track

Record Period.

Tuition fee rates for our junior college program were RMB6,500 to RMB7,500 for the 2018/2019
and 2019/2020 school years. Starting in the 2020/2021 school year, we did not have any students enrolled

in our junior college program.

The following table sets forth information relating to the total student enrollment, newly-enrolled

students, admission quota, admission quota utilization rate, school capacity and school utilization rate of

our College for the school years indicated:

School Year

2017/2018 2018/2019 2019/2020 2020/2021
Total student enrollment" 16,847 16,278 16,616 17,233
Newly-enrolled students‘"® 4,321 3,966 4,500 4,841
Admission quota‘® 4,955 4,250 4,660 5,000
Admission quota utilization rate'® 87.2% 93.3% 96.6% 96.8%
School capacity 17,256 16,812 19,325 19,010
School utilization rate © 97.6% 96.8% 86.0% 7 90.7%



SUMMARY

Notes:

(1) The student enrollment and newly-enrolled students information for the school years indicated was based on the
internal records of our College. Total school enrollment includes newly-enrolled students and returning students.

(2) Enrollment figures for newly-enrolled students are as of September 30 for the 2017/2018, 2018/2019 and
2019/2020 school years and as of October 31 for the 2020/2021 school year as the beginning of that school year was
delayed for approximately one month for new students as a result of the impact of the COVID-19 pandemic.

3) The number of new students our College may admit each school year is generally limited by an admission quota
specified by the relevant education authorities, and subject to subsequent adjustment by such authorities after
admitting prospective students based on students’ listed preferences and the scores they obtained. The original
admission quota and any subsequent adjustments made by the relevant education authorities are beyond our
control. The admission quota utilization rate is calculated as the aggregate student enrollment for a school year
divided by the aggregate admission quota approved by the relevant education authorities.

(4) The decrease in admission quota in the 2018/2019 school year was primarily due to the decrease in admission quota
for junior college students as we ceased recruiting new junior college students starting in the 2018/2019 school
year.

(5) Admission quota utilization rate in the 2017/2018 school year was lower than that of other school years in the Track

Record Period primarily due to the admission quota utilization rate for our junior college program being 57.6%, as
we allocated more school capacity to our bachelor’s degree program in the 2017/2018 school year which lowered
the overall admission quota utilization rate in the school year. In the 2017/2018 school year, the admission quota
utilization rate for our bachelor’s degree program was 90.5%.

(6) The school utilization rate is calculated by dividing the number of students residing in Longcheng campus and
Beige campus in a particular school year by the maximum student capacity in those campuses for the same school
year.

(7) The school utilization rate in the 2019/2020 school year was lower than that of other school years in the Track

Record Period primarily due to two new student dormitories on Beige campus being put into use in July 2019 which

increased our school capacity by an additional approximately 2,000 students.
CUSTOMERS AND SUPPLIERS

Our customers primarily consist of our students. We did not have any single customer who
accounted for more than 5% of our revenue for any of the years ended August 31, 2018, 2019 or 2020 or
the four months ended December 31, 2020. Our suppliers primarily consist of logistics service providers,
construction project contractors, maintenance and renovation contractors, heating service providers,
booksellers and teaching equipment suppliers. For the years ended August 31, 2018, 2019 and 2020 and
the four months ended December 31, 2020, purchases from our five largest suppliers amounted to
RMB41.8 million, RMB66.5 million, RMB22.3 million and RMB6.8 million, respectively, accounting
for 51.5%, 64.8%, 45.1% and 43.3% of our total purchases for the relevant periods. For the same periods,
purchases from our largest supplier for the period amounted to RMB12.0 million, RMB46.4 million,
RMB9.0 million and RMB3.0 million, accounting for 14.8%, 45.1%, 18.2% and 19.2%, respectively, of
our total purchases for the relevant periods.

During the Track Record Period, (i) Mr. Niu Jian (our executive Director and chief executive
officer) held a 31.8% interest and a position as supervisor in a non-decision making capacity in Shanxi
Tuohuang, one of our top five suppliers during the Track Record Period, until disposing of such interest
in June 2018; and (ii) Tongcai Investment, one of our top five suppliers during the Track Record Period,
was a connected person of our Company. Pursuant to a cooperative operation termination agreement, our
College and Tongcai Investment agreed to terminate the arrangement with Tongcai Investment in
November 2020. See “Business — Customers and Suppliers — Independence of our Top Five Suppliers”
in this prospectus for further details.
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SUMMARY CONSOLIDATED FINANCIAL INFORMATION OF OUR GROUP

The following tables set forth our summary consolidated financial information as of and for the
years ended August 31, 2018, 2019 and 2020 and the four months ended December 31, 2020. You should
read this summary together with the consolidated financial information set forth in the Accountants’
Report of our Group in Appendix I to this prospectus, including the related notes, as well as the

information set forth in the “Financial Information” section in this prospectus.

Selected Consolidated Statements of Profit or Loss and Other Comprehensive Income

Four Months ended
Year ended August 31, December 31,

2018 2019 2020 2019 2020
(RMB in thousands)

Revenue 267,361 266,273 271,083 110,949 110,284
Cost of sales (96,309) (108,474) (107,147) (46,100) (46,107)
Gross profit 171,052 157,799 163,936 64,849 64,177
Other income and gains 12,779 18,196 18,967 7,823 4,820
Selling and distribution expenses (221) (300) (277) (224) 277)
Administrative expenses (34,620) (37,928) (39,782) (13,976) (17,436)
Other expenses (4,236) (189) (109) - (423)
Profit before tax 144,754 137,578 142,735 58,472 50,861

Income tax expense - - - - -

Profit and total comprehensive
income for the year/period 144,754 137,578 142,735 58,472 50,861

Attributable to:

Owners of the Company 144,754 137,594 142,761 58,509 50,861
Non-controlling interests - (16) (26) (37) -
144,754 137,578 142,735 58,472 50,861
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The following table sets forth a breakdown of our revenue for the periods indicated:

Four Months ended
Year ended August 31, December 31,

2018 2019 2020 2019 2020
(RMB in thousands)

Tuition fees 247,290 245,234 255,176 101,874 100,751
Boarding fees 20,071 21,039 15,907 9,075 9,533
Total 267,361 266,273 271,083 110,949 110,284

Our revenue remained largely stable over the Track Record Period. Our revenue decreased slightly
from RMB267.4 million for the year ended August 31, 2018 to RMB266.3 million for the year ended
August 31, 2019, and increased to RMB271.1 million for the year ended August 31, 2020. Our revenue
decreased from RMB110.9 million for the four months ended December 31, 2019 to RMB110.3 million
for the four months ended December 31, 2020.The decrease in our revenue for the year ended August 31,
2019 as compared to the year ended August 31, 2018 was primarily due to the fact that we ceased
recruiting new junior college students since the 2018/2019 school year as we decided to focus entirely on
our undergraduate program in order to improve the overall quality and reputation of our College and
make better use of our faculty resources. Our revenue increased for the year ended August 31, 2020 as
compared to the year ended August 31, 2019, mainly due to an increase in our revenue from tuition fees
as a result of the increase in the total number of students enrolled in our College from 16,278 for the
2018/2019 school year to 16,616 for the 2019/2020 school year, and partially offset by the refund in
boarding fees that we collected from students at the beginning of the 2019/2020 school year to account
for the fact that students were unable to board at our College for much of the second semester of the
2019/2020 school year due to the COVID-19 pandemic. We refunded a total of RMB5.4 million in
boarding fees to our students. The decrease in our revenue for the four months ended December 31, 2020
as compared to the four months ended December 31, 2019 was primarily due to a delay in the beginning
of the 2020/2021 school year for new students from September to October as a result of the COVID-19
pandemic, resulting in only three months of revenue for that year being recognized as of December 31,
2020. This timing effect was partially offset by an increase in the total number of students enrolled in our
College from 16,616 for the 2019/2020 school year to 17,233 for the 2020/2021 school year.
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Our profit and total comprehensive income for the year decreased by RMB7.2 million, or 5.0%,
from RMB144.8 million for the year ended August 31, 2018 to RMB137.6 million for the year ended
August 31, 2019 mainly due to an increase in our cost of sales. Such increase was primarily attributable
to (i) an increase in salary costs, primarily due to an increase in average salary for our teaching staff and
an increase in the total number of our full-time teaching staff from 499 as of September 30, 2017 to 551
as of September 30, 2018 and the total number of our part-time teaching staff decreased slightly from 537
as of September 30, 2017 to 512 as of September 30, 2018; and (ii) an increase in depreciation and
amortization of RMB6.8 million, primarily due to a number of real properties being put into use in the
2018/2019 school year as construction projects relating to two teaching buildings, one gymnasium and
one student dormitory on Beige campus were completed and purchases of additional equipment, furniture
and software. Our profit and total comprehensive income decreased by RMB7.6 million, or 13.0%, from
RMBS58.5 million for the four months ended December 31, 2019 to RMB50.9 million for the four months
ended December 31, 2020 mainly due to (i) an increase of RMB3.7 million in listing expenses; (ii) a
decrease of RMB1.1 million in fair value gains on financial assets at fair value through profit or loss
mainly due to the fact that as purchase of financial products were all made at the end of the year in 2020
and therefore no fair value change occurred; and (iii) a decrease of RMB1.4 million in others which
primarily as a result of the decrease in income from scientific research and development services we

provided to private companies as a result of the COVID-19 pandemic.

We were not required to pay any PRC enterprise income tax throughout the Track Record Period.
Following the execution of the Contractual Arrangements, Shanxi WFOE is currently subject to PRC
enterprise income tax of 25% of profit before tax and value-added tax of 3% (as its annual taxable
revenue is currently below RMB5.0 million) in respect of the service fees it receives from our PRC
Affiliated Entities. See “Financial Information — Key Components of our Results of Operations —
Income Tax Expense” for further details. For illustrative purposes only, assuming that the Contractual
Arrangements were effective during the Track Record Period, Shanxi WFOE would be subject to PRC
enterprise income tax of 25% of profit before tax and value-added tax of 6% in respect of the service fees
it receives from our PRC Affiliated Entities (as the annual taxable revenue would exceed RMB5.0
million), we estimate that our tax exposure would have increased by approximately RMB44.9 million,
RMB42.6 million, RMB44.2 million and RMB15.8 million, respectively, for the years ended August 31,
2018, 2019 and 2020 and the four months ended December 31, 2020. Had such taxes applied to us during
the Track Record Period, we estimate that, based on current prevailing laws and regulations, our net profit
would have decreased by approximately RMB44.9 million, RMB42.6 million, RMB44.2 million and
RMB15.8 million, respectively, accounting for approximately 31.0%, 31.0%, 31.0% and 31.0% of our net
profit, respectively for the years ended August 31, 2018, 2019 and 2020 and the four months ended

December 31, 2020 in the worst case scenario.
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In addition, for illustrative purposes only, assuming that our College had elected to register as a
for-profit private school, and the Contractual Arrangements were effective during the Track Record
Period, Shanxi WFOE was subject to PRC enterprise income tax of 25% of profit before tax and
value-added tax of 6% in respect of the service fees it received from our PRC Affiliated Entities (as the
annual taxable revenue would exceed RMB5.0 million) and assuming that such service fee to be received
by Shanxi WFOE is eligible to be tax deductible for the PRC enterprise income tax of our College, we
estimate that our tax exposure would have increased by approximately RMB44.9 million, RMB42.6
million, RMB44.2 million and RMB15.8 million, respectively for the years ended August 31, 2018, 2019
and 2020 and the four months ended December 31, 2020. Had such taxes applied to us during the Track
Record Period, we estimate that, our net profit would have decreased by approximately RMB44.9 million,
RMB42.6 million, RMB44.2 million and RMB15.8 million, respectively, accounting for 31.0%, 31.0%,
31.0% and 31.0% of our net profit, respectively, for the years ended August 31, 2018, 2019 and 2020 and
the four months ended December 31, 2020.

For the three years ended August 31, 2018, 2019 and 2020 and the four months ended December
31, 2019 and 2020, our gross profit margin was 64.0%, 59.3%, 60.5%, 58.4% and 58.2%, respectively.
During the sames periods, our net profit margin was 54.1%, 51.7%, 52.7%, 52.7% and 46.1%,
respectively. Our net profit margin decreased from 52.7% for the four months ended December 31, 2019
to 46.1% for the four months ended December 31, 2020, mainly due to (i) a decrease in our revenue as the
beginning of the 2020/2021 school year being delayed from September 2020 to October 2020 for new
students as a result of the COVID-19 pandemic; (ii) a decrease in other income and gains as a result of the
decrease in income from scientific research and development services we provided to private companies
as a result of the COVID-19 pandemic; and (iii) an increase in our administrative expenses as we incurred
listing expenses of RMB4.8 million during the period.

Selected Consolidated Statements of Financial Position

As of
As of August 31, December 31,

2018 2019 2020 2020
(RMB in thousands)

Current assets 414,347 489,178 420,532 619,142
Prepayments, other
receivables and
other assets 74,124 247,113 19,654 6,708
Financial assets at
fair value through

profit or loss - 30,124 311,657 400,000
Current liabilities 326,582 329,183 103,056 237,516
Contract liabilities 221,191 203,481 2,508 180,046
Other payables and
accruals 104,273 119,678 95,047 57,462
Net current assets 87,765 159,995 317,476 381,626
Total non-current assets 690,623 755,971 751,725 738,436
Total equity 778,388 915,966 1,069,201 1,120,062
Non-controlling
interests - (16) (42) -
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Our prepayments, other receivables and other assets increased by RMB173.0 million, or 233.5%,
from RMB74.1 million as of August 31, 2018 to RMB247.1 million as of August 31, 2019, primarily due
to (i) an increase of RMB150.0 million in financial products, which were principal-protected with
original maturities of three months; and (ii) an increase of RMB24.6 million in student fees receivables
from the third-party payment platforms primarily due to tuition, boarding and miscellaneous fees paid by
students through the third-party payment platforms on August 31, 2019 and received by our Group in
early 2019.

Our prepayments, other receivables and other assets decreased by RMB227.4 million, or 92.0%,
from RMB247.1 million as of August 31, 2019 to RMB19.7 million as of August 31, 2020, primarily due
to (i) a decrease of RMB200 million in financial products as all such financial products as of August 31,
2019 matured and we decided to invest such amounts in financial products which are recorded as
financial assets at fair value through profit or loss; (ii) a decrease of RMB24.8 million in student fees
receivables from the third-party payment platforms as the 2020/2021 school year started later than usual
due to the COVID-19 pandemic and we received most tuition fees and boarding fees from students in
September 2020 and (iii) a decrease in prepayments to a supplier of RMB8.1 million mainly due to the
settlement of such amount by the supplier, which was provided by our College for logistics services,
partially offset by (i) an increase in advances of RMB5.3 million in relation to fees for books; and (ii) an

increase in listing expenses in connection with the Global Offering of RMB1.3 million.

Our prepayments, other receivables and other assets decreased by RMB13.0 million, or 66.0%,
from RMB19.7 million as of August 31, 2020 to RMB6.7 million as of December 31, 2020, primarily due
to (i) a decrease of RMB&.3 million in equity-transfer-fund receivable in relation to the disposal of
Tongcai Media which was fully settled in November 2020; and (ii) a decrease of RMBS5.8 million in
advance to third parties which included RMBO0.5 million advanced to a supplier of decoration services in
relation to decoration fees incurred for our on-campus incubation facilities and RMB5.3 million
advanced to a supplier of textbooks in relation to purchases of books, both of which were fully settled in
September 2020, partially offset by an increase of RMB1.5 million in prepaid listing expenses from
RMB3.3 million as of August 31, 2020 to RMB4.8 million as of December 31, 2020.

Our financial assets at fair value through profit or loss increased significantly from nil as of August
31,2018 to RMB30.1 million as of August 31, 2019, and further to RMB311.7 million as of August 31,
2020 and further to RMB400.0 million as of December 31, 2020, mainly because we made additional

financial investments by utilizing surplus cash on hand to purchase floating return financial products.

Our contract liabilities decreased by RMB201.0 million, or 98.8%, from RMB203.5 million as of
August 31, 2019 to RMB2.5 million as of August 31, 2020 because the 2020/2021 school year started
later than usual due to the COVID-19 pandemic and we received most tuition fees and boarding fees from
students for the 2020/2021 school year in September 2020.
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Selected Consolidated Statements of Cash Flows

Four Months ended
Year ended August 31, December 31,
2018 2019 2020 2019 2020
(RMB in thousands)
Net cash flows from/(used in)
operating activities 371,767 141,640 (25,439) 45,708 226,180
Cash generated from operations
before changes in working capital 175,659 168,809 171,350 67,962 60,984
Changes in working capital 195,882 (27,531) (197,136) (22,467) 164,935
Interest received 226 362 347 213 261
Net cash flows used in investing
activities (115,140) (232,640) (105,576) (115,543) (103,951)
Net cash flows from financing activities - 2,184 8,316 500 -
Net increase/(decrease) in cash and
cash equivalents 256,627 (88,816) (122,699) (69,335) 122,229
Cash and cash equivalents at
beginning of year 44,015 300,642 211,826 211,826 89,127
Cash and cash equivalents at
end of year 300,642 211,826 89,127 142,491 211,356
Cash and bank balances 300,642 211,826 89,127 142,491 211,356
Time deposits 10,000 - - - -

Less: pledged time deposits for banking
facilities of a related party 10,000 - - - -

Cash and cash equivalents as stated in
the consolidated statements of
cash flows 300,642 211,826 89,127 142,491 211,356

For the year ended August 31, 2020, we had net cash flow used in operating activities of RMB25.4
million, primarily reflecting (i) profit before tax of RMB142.7 million and (ii) positive adjustment on
depreciation of property, plant and equipment of RMB36.6 million, offset by a decrease in contract
liabilities of RMB201.0 million and a decrease in other payables and accruals of RMB14.1 million,
primarily due to the fact that the 2020/2021 school year started later than usual due to the COVID-19
pandemic and we received most tuition fees, boarding fees and miscellaneous fees from students for the
2020/2021 school year in September 2020. We expect receiving our tuition fees, boarding fees and
miscellaneous fees from students in August in advance of the commencement of each school year as usual
will result in our cash flow from operating activities improving in future years. We will also closely
monitor the cash flow used in purchases of items of property, plant and equipment and financial
investments and their effect on our liquidity position.
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As of August 31, 2018, 2019 and 2020 and December 31, 2020, we had cash and cash equivalents
of RMB300.6 million, RMB211.8 million, RMB89.1 million and RMB211.4 million, respectively. The
significant drop in cash and cash equivalents to RMB&9.1 million as of August 31, 2020 was primarily
due to the delay in receiving tuition and boarding fees until after August 31, as described above. Our cash
and cash equivalents increased significantly to RMB211.4 million as of December 31, 2020 primarily due
to the tuition fees and boarding fees we received from our students in September 2020 prior to the
beginning of the 2020/2021 school year. Our cash and cash equivalents decreased to RMB48.1 million as
of April 30, 2021 primarily due to an increase of RMB140.0 million in financial assets at fair value
through profit or loss for the financial products we purchased. The financial products we purchased were
principal protected with floating returns ranging from 1.15% to 3.40% per annum with maturities within
four months. The financial products were issued by sizable and reputable licensed banks in the PRC. For
risks relating to the purchase of financial products and our treasury and investment policy, see “Risk
Factors — Risks relating to our business and our industry — Our results of operations, financial condition
and prospects may be adversely affected by our financial assets at fair value through profit or loss due to
the uncertainty of accounting estimates in the fair value measurement using of significant observable
inputs in the valuation technique” and “Financial Information — Discussion of Selected Items from Our
Consolidated Statements of Financial Position — Our Treasury and Investment Policy” in this prospectus
for details. We believe that we have sufficient working capital to meet our present and future cash
requirements for at least the next 12 months from the date of this prospectus, after taking into account the
financial resources currently available to us, including the estimated net proceeds from the Global

Offering and expected cash flow generated from our operations.

Key Financial Ratios

As of/for the
four months
As of/for the ended
year ended August 31, December 31,
2018 2019 2020 2020
Return on assets'" 13.1% 11.0% 12.2% 11.2%
Return on equity® 18.6% 15.0% 13.3% 13.6%
Current ratio”’ 126.9% 148.6% 408.1% 260.7%
Notes:
(1) Return on assets equals net profit/(annualized net profit) for the year/period divided by total assets as of the end of
the year/period.
(2) Return on equity equals net profit/(annualized net profit) for the year/period divided by total equity amounts as of
the end of the year/period.
(3) Current ratio equals our current assets divided by current liabilities as of the end of the year/period.
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Our current ratio increased from 126.9% as of August 31, 2018 to 148.6% as of August 31, 2019,
primarily due to an increase of our current assets as a result of an increase in prepayments, other
receivables and other assets mainly attributable to an increase in financial products, partially offset by a
decrease in cash and cash equivalents. Our current ratio further increased to 408.1% as of August 31,
2020, primarily due to a significant decrease in current liabilities as the 2020/2021 school year started
later than usual due to the COVID-19 pandemic and we received most tuition fees and boarding fees from
students enrolled in the 2020/2021 school year in September 2020. Our current ratio decreased from
408.1% as of August 31, 2020 to 260.7% as of December 31, 2020, primarily due to the increase in
current liabilities mainly attributable to an increase in contract liabilities reflecting the receipt of tuition
and boarding fees in September 2020, partially offset by an increase in financial assets at fair value
through profit or loss and cash and cash equivalents.

LISTING EXPENSES

We expect to incur a total of RMB44.0 million (equivalent to approximately HK$53.0 million) of
listing expenses, including underwriting commissions for the Global Offering, representing
approximately 11.2% of the gross proceeds from the Global Offering, (assuming an Offer Price of
HK$3.77, being the mid-point of the indicative Offer Price range between HK$3.16 and HK$4.38, and
assuming that the Over-allotment Option is not exercised) of which RMB2.4 million, RMB3.5 million,
RMB3.9 million and RMB4.8 million (equivalent to approximately HK$2.9 million, HK$4.2 million,
HK$4.7 million and HK$5.8 million, respectively) have been charged to our consolidated statements of
profit or loss and other comprehensive income for the years ended August 31, 2018, 2019 and 2020 and
the four months ended December 31, 2020, respectively, an additional RMB9.7 million (equivalent to
approximately HK$11.7 million) is expected to be charged to our consolidated statement of profit or loss
and other comprehensive income for the year ending August 31, 2021 and RMB19.8 million (equivalent
to approximately HK$23.8 million) is directly attributable to the issue of the Shares to the public and will
be capitalized. Listing expenses represent professional fees and other fees incurred in connection with the
Listing, including underwriting commissions for the Global Offering. 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. We expect these listing expenses to have an impact on our results of operations for the
year ending August 31, 2021.

GLOBAL OFFERING STATISTICS

Based on an Based on an
Offer Price of Offer Price of
HK$3.16 per Share HK$4.38 per Share

Market capitalization of our Shares'? HK$1,580 million HK$2,190 million
Unaudited pro forma adjusted consolidated

net tangible asset value per Share® HK$3.41 HK$3.70
Notes:
(1) All statistics in this table are based on the assumption that the Over-allotment Option is not exercised. The

calculation of market capitalization is based on 500,000,000 Shares expected to be issued and outstanding
following the completion of the Capitalization Issue and the Global Offering.

(2) The unaudited pro forma adjusted consolidated net tangible assets per Share is calculated based on 500,000,000

Shares in issue immediately following the completion of the Global Offering and does not take into account of any
Shares which may be issued upon the exercise of the Over-allotment Option.
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USE OF PROCEEDS

We estimate that we will receive net proceeds of approximately RMB347.8 million (equivalent to
approximately HK$418.3 million) from the Global Offering, after deducting the underwriting
commissions and other estimated offering expenses paid and payable by us in the Global Offering and
(without deducting any additional discretionary incentive fee), assuming an Offer Price of HK$3.77 per
Share, being the mid-point of the indicative Offer Price range of HK$3.16 to HK$4.38 per Share. We

intend to use the proceeds from the Global Offering for the purposes and in the amounts set out below:

° approximately 45.0%, or RMB156.5 million (equivalent to HK$188.2 million), is expected

to be used in connection with construction of Phase IV of our Beige campus;

° approximately 10.2%, or RMB35.5 million (equivalent to HK$42.7 million) is

expected to be used for the construction of a teaching building; and

° approximately 34.8%, or RMB121.0 million (equivalent to HK$145.5 million) is
expected to be used for the construction of a library;

° approximately 25.0%, or RMB87.0 million (equivalent to HK$104.7 million), is expected to
be used primarily to acquire or invest in private institutions of higher education that have
substantial growth potential, or to acquire a parcel of land;

° approximately 20.0%, or RMB69.6 million (equivalent to HK$83.7 million, of which
approximately RMB39.6 million (equivalent to approximately HK$47.6 million) is
expected to be used for renovation and upgrade projects in relation to our teaching buildings
and dormitories on our Longcheng campus and approximately RMB30.0 million (equivalent
to approximately HK$36.1 million) is expected to be used for purchases of teaching

equipment and furniture; and

° approximately 10.0%, or RMB34.7 million (equivalent to HK$41.7 million), is expected to

be used to fund our working capital and for general corporate purposes.
For details, see “Future Plans and Use of Proceeds — Use of Proceeds” in this prospectus.
DIVIDENDS

As we are a holding company, our ability to declare and pay dividends will depend on receipt of
sufficient funds from our subsidiaries and, particularly, our College, which are primarily incorporated in
China. Our College must comply with its constitutional documents and the laws and regulations of China
in declaring and paying dividends to us. Pursuant to the laws applicable to the PRC foreign investment
enterprises, our Company’s subsidiaries must make appropriations from after-tax profit to
non-distributable reserve funds prior to payment of dividends. These reserves include a general reserve
and a development fund. Subject to certain cumulative limits, the general reserve requires annual
appropriations of 10% of after-tax profits as determined under PRC laws and regulations at each year-end

until the balance reaches 50% of the relevant PRC entity’s registered capital.
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In principle, we currently expect to retain our Group’s earnings for use in expanding our Group’s
operation to the extent deem necessary, and do not plan for that the members of our Group established in
the PRC to distribute such earnings in the foreseeable future. Any amount of dividends we pay will be at
the discretion of our Directors and will depend on our future operations and earnings, capital
requirements and surplus, general financial condition, contractual restrictions and other factors which
our Directors consider relevant. Any declaration and payment as well as the amount of dividends will be
subject to our constitutional documents and the Companies Act of the Cayman Islands. Our Shareholders
in a general meeting may approve any declaration of dividends, which must not exceed the amount
recommended by our Board. No dividend shall be declared or payable except out of our profits and
reserves lawfully available for distribution. Our future declarations of dividends may or may not reflect

our historical declarations of dividends and will be at the absolute discretion of the Board.

During the Track Record Period, we did not declare or distribute any dividends.

RISK FACTORS

We believe that there are certain risks and uncertainties involved in our operations, some of which
are beyond our control. Major risks we face include, among others, the following: (i) new legislation or
changes in the PRC regulatory requirements regarding private higher education may affect our business,
financial condition, results of operations and prospects. We are subject to uncertainties brought by the
2016 Decision, the 2021 Implementing Regulations and related implementation rules; (ii) we are subject
to extensive governmental approvals and compliance requirements for establishing our campuses and
school premises and several of the properties we use for our operations are not in compliance with
applicable laws and regulations; (iii) we face intense competition in the PRC education industry. If we are
unable to compete effectively, our business, financial condition and results of operations may be
adversely affected; (iv) our business is heavily dependent on our reputation; (v) our business, financial
condition, and results of operations depend largely on the number of students our College may admit,
which in turn is subject to the admission quota approved by the relevant education authorities and limited
by the capacity of our College’s facilities. Our ability to expand our business may also be hindered; and
(vi) our business and results of operations depend on the level of tuition fees and boarding fees we are
able to charge and our ability to maintain and raise tuition fees and boarding fees. See “Risk Factors” in
this prospectus for details.

PROPERTY VALUATION

According to the property valuation report prepared by Vincorn Consulting and Appraisal Limited,
an independent valuer we engaged, as set forth in Appendix III to this prospectus, the market value of the
properties interests held by us for occupation in the PRC as of March 31, 2021 was approximately
RMB330.0 million. See “Business — Properties” and Appendix III in this prospectus for further details
on our properties. For risks associated with the assumptions made in the valuation of our properties, see
“Risk Factors — Risks relating to our business and our industry — The appraisal value of our properties
may be different from their actual realizable value and are subject to uncertainty or change” in this

prospectus for details.
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LEGAL PROCEEDINGS AND NON-COMPLIANCE

During the Track Record Period, we were not in compliance with certain PRC laws and
regulations, including, (i) we failed to make full payments to the social insurance scheme and
contributions to the housing provident fund for our employees; (ii) we have not obtained land use right
certificates or real estate title certificates with respect to three parcels of land used by our College; (iii)
we occupied collective land without governmental approval; (iv) we have not obtained all relevant
permits or carried out all relevant regulatory requirements in relation to all the buildings in which we held
interests, including one or more of: completing the fire control design and inspection before
commencement of construction, fire control inspection and acceptance before putting properties into use,
commencing construction in accordance with the construction planning permit, obtaining construction
commencement permit before commencing construction, completing construction project completion
acceptance check before putting properties into use and filing the requisite construction project
completion acceptance check for buildings; (v) we did not comply with Monitoring Indicators in relation
to the ratio of school site area to the number of students enrolled; and (vi) we did not comply with
Qualified Indicators in relation to the teacher-to-students ratio and the ratio of teaching and
administrative building area to the number of students enrolled. See “Business — Legal Proceedings and
Non-compliance” in this prospectus for further details.

The different indicators that applied to our College and our compliance status over the Track
Record Period are as follows:

Qualified Restrictive Monitoring Our compliance status during
Indicators Indicators Indicators the Track Record Period
Teacher-to-student ratio 1:18 1:23 N/A Complied with Restrictive

Indicators, but not complied
with Qualified Indicators'”

Ratio of teaching and not less than not less than N/A Compliant with Qualified
administrative building nine sq. m. five sq. m. Indicators for the 2019/2020
area to the number of per student per student and 2020/2021 school year,
students enrolled but not compliant with

Qualified Indicators for the
2017/2018 and 2018/2019
school year

Ratio of school site area to N/A N/A not less than Not compliant
the number of students 54 sq. m.
enrolled

Note:

(1) Under the calculation method prescribed in the Conditions, our teacher-to-student ratio for 2017/2018, 2018/2019,
2019/2020 and 2020/2021 school year would be 1:22.0, 1:20.2, 1:20.0 and 1:21.2, respectively, which was
compliant with the Restrictive Indicators but was not compliant with the Qualified Indicators.

As advised by our PRC Legal Advisors, with regard to the Basic Indicators, there is no provision

under the Conditions stipulating that the schools which fail to meet the Qualified Indicators but have met
the Restrictive Indicators are subject to any legal consequences.

—20—



SUMMARY

See “Business — Properties — Regulatory Requirements Relating to the Ratio of School Site
Area/Teaching and Administrative Building Area to the Number of Students Enrolled” and “Business —
Legal Proceedings and Non-compliance” for details.

RECENT DEVELOPMENTS AND NO MATERIAL ADVERSE CHANGE

Since December 31, 2020 and up to the date of this prospectus, our business remained stable and in
line with the past trends and our expectations. As of December 31, 2020 and the Latest Practicable Date,
the total number of student enrollment at our College was 17,201 and 17,148, respectively. The decrease
in the total number of student enrollment was primarily due to 46 students temporarily suspending their
studies and seven students withdrawing from our College for personal reasons. With tuition fee rates
charged for the 2020/2021 school year remaining relatively stable as compared with the 2019/2020
school year, this will potentially increase our revenue for the year ending August 31, 2021. However, our
forecast profit for the year ending August 31, 2021 is expected to decrease as compared with the year
ended August 31, 2020 primarily due to an increase in listing expenses. To the best of our knowledge,
there is no change to the overall economic and market condition in China or in the PRC private education
industry in which we operate that may have a material adverse effect on our business operations and

financial position.
Impact of the COVID-19 on our College

Since the end of December 2019, the outbreak of a novel strain of coronavirus named COVID-19
has materially and adversely affected the global economy. The outbreak of COVID-19 cases in the PRC
and globally have caused governments around the world to implement unprecedented measures such as

city lockdowns, travel restrictions, quarantines and business shutdowns.

In light of the outbreak of the COVID-19 epidemic in the PRC, our College postponed the opening
of both school campuses for the spring semester of the 2019/2020 school year. In order to minimize
disruption to the school year as much as possible, we taught classes and offered other learning activities
via online platforms from March 2020 to June 2020 while the students and faculty of our College were
unable to return to school. Pursuant to the Guiding Opinions on the Organization and Management of
Online Teaching in Colleges and Universities in Shanxi Province During the Period of Epidemic
Prevention and Control (B 7E 1% B 5 HA AU 2 A = 5 B e SRR A A L 1 TR I &
F.)) issued by the Department of Education of Shanxi Province, teachers at our College attended relevant
technology training provided by various online platforms and we selected a number of suitable platforms
including WeChat, QQ, DingTalk, Tencent Meeting, among others, on which to conduct teaching. We

cannot guarantee you that teaching courses online can be as effective as teaching courses offline.

In addition, due to the outbreak of COVID-19, the Department of Education of Shanxi Province,
the Shanxi Development and Reform Commission, and the Department of Finance jointly issued the
Notice. Pursuant to the Notice, for the 2019/2020 school year, notwithstanding that our College was
unable to timely open its campuses for the spring semester of 2020 as previously scheduled, we managed
to provide education services to our students via third-party online education platforms. Therefore, we
were not required to refund any tuition fees to our students. However, we were required to refund to our
students a portion of boarding fees we collected at the beginning of the 2019/2020 school year, in the
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aggregate amount of RMB5.4 million. We refunded all of such RMB5.4 million in boarding fees to our
students in the year ended August 31, 2020. Other than this, the outbreak of COVID-19 did not have
significant impact on our operations and financial position for the year ended August 31, 2020. See

“Business — Tuition and boarding fees — Student Withdrawals and Refund” for further details.

As of the Latest Practicable Date, the spread of COVID-19 in Shanxi Province was under control
and our College campuses remained open. We have enrolled 17,233 students for the 2020/2021 school
year. Despite the beginning of the semester being delayed until October 12, 2020 for new students, our
students have returned to school and we have carried out our classes in both school campuses since the

commencement of the 2020/2021 school year.

In the event our students are not able to attend classes on our school campuses for any portion of
the 2020/2021 school year due to any major health and safety concerns, we will be able to respond
quickly and arrange resuming teaching online. As we still render education services to our students online
even when on-campus learning is not possible, we continue to receive tuition fees and recognize such
revenue in the ordinary course of business. However, if our students were not able to attend classes on our
school campuses for any portion of the 2020/2021 school year due to any major health and safety
concerns, we could be required to refund some of the boarding fees received and lose a portion of the
revenue from boarding fees if our students were no longer able to use the dormitories on campuses. For
the years ended August 31, 2018, 2019 and 2020 and the four months ended December 31, 2020, revenue
from boarding fees amounted to RMB20.1 million, RMB21.0 million, RMB15.9 million and RMB9.5
million, respectively, accounting for 7.5%, 7.9%, 5.9% and 8.6%, respectively, of our total revenue. In
addition, we could face more challenges if the COVID-19 outbreak prolongs, and the operation of our
schools, including our student recruitment, could be adversely affected, which, in turn, could impact our

financial performance in the 2020/2021 school year.

Our Directors are of the view that if the COVID-19 pandemic were to worsen in China, assuming
that (i) our operations were fully suspended and thus, our College was unable to generate any revenue
from May 1, 2021; (ii) the remaining tuition fees and boarding fees we collected from students prior to
the beginning of the 2020/2021 school year which we had not yet recognized as revenue was refunded;
(iii) trade payables were settled when due; (iv) full time staff, including both teaching and administrative
staff, got paid during the suspension of our operations; (v) no other income, including but not limited to
fair value gain from financial assets at fair value through profit or loss, government grant, and bank
interest income, was generated; (vi) there were no other sources of funding except for cash on hand and
10.0% of the estimated net proceeds of the Global Offering designated for our working capital and
general corporate purposes; (vii) no net proceeds of the Global Offering in accordance with the
anticipated uses as set forth in the section headed “Future Plans and Use of Proceeds” in this prospectus
were considered as our expansion plan was delayed; and (viii) all other variables remained constant, we

would still expect to remain financially viable for more than two years.
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“2004 Implementing Regulations”

“2016 Decision”

“2021 Implementing Regulations”

“affiliate(s)”

“Application Form(s)”

“Articles of Association” or “Articles”

“associate(s)”

“Basic Indicators”

“Board” or “Board of Directors”

Implementing Regulations for the Law for Promoting
Private Education of the PRC ({F1 % A\ R I A R A F
R HE H i 1)) approved by the State Council on
February 25, 2004, which took effect on April 1, 2004

the Decision on Amending the Law for Promoting Private
Education of the PRC (A& it (Hr e A R 3L B B
HERHEE) MR E)) approved by the Standing
Committee of the National People’s Congress on
November 7, 2016, which took effect on September 1, 2017

Implementing Regulations for the Law for Promoting
Private Education of the PRC ({# % A R 3L A R A H
{4 H % 1) ) approved by the State Council on April
7, 2021 and released on May 14, 2021, which will take
effect from September 1, 2021

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

WHITE Application Form(s), YELLOW Application
Form(s) and GREEN Application Form(s) or, where the
context so requires, any one of them, relating to the Hong
Kong Public Offering

the articles of association of our Company conditionally
adopted on June 23, 2021 and as amended from time to
time, a summary of which is set out in Appendix IV to this
prospectus

has the meaning ascribed to it under the Listing Rules

basic school operating condition indicators (FE4s #¥ £ {5 14
$81%E) which are one type of indicators according to the
Conditions. The Basic Indicators are categorized into
“Qualified Indicators” (which are suggested aspirational
standards) and “Restrictive Indicators” (which are
suggested minimum requirements)

the board of Directors of our Company

—23 -



DEFINITIONS

“BPPE”

“Business Cooperation Agreement”

s

“Business Day” or “business day’

“BVI”

“Capitalization Issue”

“CCASS”

“CCASS Clearing Participant”

“CCASS Custodian Participant”

“CCASS Investor Participant”

“CCASS Participant”

“China” or “PRC”

California Bureau for Private Postsecondary Education, a
unit of the California Department of Consumer Affairs in
charge of regulation of private postsecondary educational
institutions operating in the State of California, the United
States

the business cooperation agreement entered into by and
among Shanxi WFOE, Mr. Niu Sanping, Mr. Niu Jian and
our PRC Affiliated Entities dated November 12, 2020

a day on which banks in Hong Kong are generally open for
business to the public and which is not a Saturday, Sunday
or public holiday in Hong Kong

the British Virgin Islands

the issue of 374,999,800 Shares upon capitalization of
certain sums standing to the credit of the share premium
account of our Company referred to in the section headed
“A. Further information about our Company — 4. Written
resolutions of the then shareholders of our Company
passed on June 23, 2021 in Appendix V to this prospectus

the Central Clearing and Settlement System established
and operated by HKSCC

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

a person admitted to participate in CCASS as a custodian
participant

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

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

the People’s Republic of China excluding for the purpose

of this prospectus, Hong Kong, the Macau Special
Administrative Region and Taiwan

_ 24 _



DEFINITIONS

“China General Education (HK)”

“Co-Manager”

“Companies Act”

“Companies Ordinance”

“Companies (WUMP) Ordinance”

“Company” or “our Company”

“Conditions”

“connected person(s)”

“Contractual Arrangements”

“Controlling Shareholder(s)”

China General Education Group (Hong Kong) Limited ('
WMARE LM () AR2AT), a company incorporated
with limited liability under the laws of Hong Kong on
November 7, 2018, a direct wholly-owned subsidiary of the
Company

Merdeka Securities Limited

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

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

China General Education Group Limited (71 [E i 4 % & 4
A A B/ F]), an exempted company incorporated in the
Cayman Islands with limited liability on September 14,
2018

the Indicators for the Basic Conditions for Operating
Higher Education Institutions (Trial) ({48 /5 &5 S B A
WA P81 (R017) )) promulgated by the MOE in 2004

has the meaning ascribed to it under the Listing Rules

collectively, the Business Cooperation Agreement, the
Exclusive Technical Service and Management Consultancy
Agreement, the Exclusive Call Option Agreement, the
School Sponsor’s and Directors’ Rights Entrustment
Agreement, the Shareholders’ Rights Entrustment
Agreement, the School Sponsor’s Powers of Attorney, the
Directors’ Power of Attorney, the Shareholders’ Power of
Attorney, the Equity Pledge Agreement and the Spouse
Undertaking, further details of which are set out in the
section headed “Contractual Arrangements” in this
prospectus

has the meaning ascribed to it under the Listing Rules and
unless the context requires otherwise, refers to the
controlling shareholders of our Company, namely Mr. Niu
Sanping and Niusanping Limited
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“core connected person(s)”

“Corporate Reorganization”

“CSRC”

“Deed of Indemnity”

“Director(s)”

“Directors’ Powers of Attorney”

“EIT”

“EIT Law”

“Equity Pledge Agreement”

“Exclusive Call Option Agreement”

has the meaning ascribed to it under the Listing Rules

the corporate reorganization of our Group conducted in
preparation for the Listing, details of which are set out in
the section headed “History and Corporate Structure —
Corporate Reorganization” in this prospectus

China Securities Regulatory Commission (' [ #& 75 & &
EMZB®), a regulatory body responsible for the
supervision and regulation of the PRC national securities
markets

a deed of indemnity dated June 23, 2021 entered into by
our Controlling Shareholders in favor of our Company (for
ourselves and as trustee for our subsidiaries) in respect of,
among other things, certain indemnities, further
information of which is set out in the section headed
“G. Other Information — 1. Deed of Indemnity” in
Appendix V to this prospectus

the director(s) of our Company

the powers of attorney executed by each of the directors
appointed by the school sponsor of Shanxi Technology &
Business in favour of Shanxi WFOE each dated November
12,2020

enterprise income tax as stipulated by the EIT law

the PRC Enterprise Income Tax Law* ({H #E A R ILAIE]
213874 )) adopted by the National People’s
Congress of the PRC on March 16, 2007 and which became
effective on January 1, 2008, and revised on February 24,
2017 and December 29, 2018, which became effective on
the same date

the equity pledge agreement entered into by and among Mr.
Niu Sanping, Mr. Niu Jian, Shanxi WFOE and Shanxi
Tongcai dated November 12, 2020

the exclusive call option agreement entered into by and

among Shanxi WFOE, Mr. Niu Sanping, Mr. Niu Jian and
our PRC Affiliated Entities dated November 12, 2020
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“Exclusive Technical Service and the exclusive technical service and management

Lt}

Management Consultancy Agreement consultancy agreement entered into by and among Shanxi

“Extreme Conditions”

“FIE”

>

“FIL” or “Foreign Investment Law’

“Frost & Sullivan”

“Frost & Sullivan Report”

“Global Offering”

“GREEN Application Form(s)”

EEINY3 9

“Group”, “our Group”, “we” or “us”

“HK eIPO White Form”

“HK eIPO White Form Service
Provider”

WPFOE and our PRC Affiliated Entities dated November 12,
2020

extreme conditions caused by a super typhoon as
announced by the government of Hong Kong, or any
extreme conditions or events, the occurrence of which
causes serious interruption to the ordinary course business
operations in Hong Kong

foreign invested enterprise

the Foreign Investment Law of the PRC (' #E A R IL A
SN FEE 15 )) approved by the National People’s Congress
on March 15, 2019, which came into effect on January 1,
2020

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

an independent market research report, commissioned by
our Company on the PRC private education market and
prepared by Frost & Sullivan

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

our Company, its subsidiaries and the consolidated
affiliated entities from time to time, or, where the context
so requires in respect of the period before our Company
became the holding company of our present subsidiaries,
the entities which carried on the business of the present
Group at the relevant time

the application for Hong Kong Offer Shares to be issued in
the applicant’s own name, submitted online through the
IPO 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
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DEFINITIONS

“HK$”, “Hong Kong dollar(s)”,
“HKD” or “cents”

“HKSCC”

“HKSCC Nominees”

“Hong Kong” or “HK”

“Hong Kong Offer Shares”

“Hong Kong Public Offering”

“Hong Kong Share Registrar”

“Hong Kong Underwriters”

“Hong Kong Underwriting Agreement”

“IFRS”

“Independent Third Party(ies)”

Hong Kong dollars and cents respectively, the lawful
currency for the time being of Hong Kong

Hong Kong Securities Clearing Company Limited

HKSCC Nominees Limited, a wholly-owned subsidiary of
HKSCC

the Hong Kong Special Administrative Region of the PRC

the 12,500,000 Offer Shares being initially offered by our
Company for subscription pursuant to the Hong Kong
Public Offering (subject to adjustment as described in the
section headed “Structure of the Global Offering” in this
prospectus)

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

Tricor Investor Services Limited

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

the underwriting agreement dated June 29, 2021 relating to
the Hong Kong Public Offering and entered into by, among
others, our Company, our Controlling Shareholders, the
Sole Representative and the Hong Kong Underwriters, as
further described in the section headed “Underwriting —
Underwriting Arrangements and Expenses — Hong Kong
Underwriting Agreement” in this prospectus

International Financial Reporting Standards

an individual(s) or a company(ies) who or which is/are
independent of and not connected with (within the meaning
of the Listing Rules) any Director, chief executive or
substantial shareholder (within the meaning of the Listing
Rules) of our Company, its subsidiaries or any of their
respective associates

—28 —



DEFINITIONS

“International Offer Shares”

“International Offering”

“International Underwriters”

“International Underwriting Agreement”

“IPO App”

“Joint Bookrunners”

“Joint Global Coordinators™

the 112,500,000 Shares being initially offered by our
Company for subscription at the Offer Price pursuant to the
International Offering, together with, where relevant, any
additional Shares which may be issued by our Company
pursuant to the exercise of the Over-allotment Option
(subject to adjustment as described in the section headed
“Structure of the Global Offering” in this prospectus)

the conditional offering of the International Offer Shares
by the International Underwriters to institutional,
professional and other investors, as further described in the
section headed “Structure of the Global Offering” in this
prospectus

the underwriters of the International Offering

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

the mobile application for the 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

Guotai Junan Securities (Hong Kong) Limited, China
Merchants Securities (HK) Co., Limited, Haitong
International Securities Company Limited, China Galaxy
International Securities (Hong Kong) Co., Limited,
Shenwan Hongyuan Securities (H.K.) Limited, CMB
International Capital Limited, China Everbright Securities
(HK) Limited, Shanxi Securities International Limited,
Harmonia Capital Limited, HTF Securities Limited,
CMBC Securities Company Limited and Livermore
Holdings Limited

Guotai Junan Securities (Hong Kong) Limited, China

Merchants Securities (HK) Co., Limited and Haitong
International Securities Company Limited
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DEFINITIONS

“Joint Lead Managers”

“Latest Practicable Date”

“Listing”

“Listing Committee”

“Listing Date”

“Listing Rules”

“Main Board”

“Memorandum of Association” or

“Memorandum”

“MOE”

“MOF”

“MOFCOM”

Guotai Junan Securities (Hong Kong) Limited, China
Merchants Securities (HK) Co., Limited, Haitong
International Securities Company Limited, China Galaxy
International Securities (Hong Kong) Co., Limited,
Shenwan Hongyuan Securities (H.K.) Limited, CMB
International Capital Limited, China Everbright Securities
(HK) Limited, Shanxi Securities International Limited,
Harmonia Capital Limited, HTF Securities Limited,
CMBC Securities Company Limited, Livermore Holdings
Limited, Space Securities Limited and Aristo Securities
Limited

June 20, 2021, being the latest practicable date for the
purpose of ascertaining certain information in this
prospectus prior to its publication

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

the Listing Committee of the Stock Exchange

the date expected to be on or about July 16, 2021, on which
our Shares are listed and from which dealings therein are
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 from time to
time

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

the memorandum of association of our Company adopted
on June 23, 2021 and as amended from time to time

the Ministry of Education of the PRC (3 A & A 5 #
7 h)

the Ministry of Finance of the PRC (H"#E A [ 3 A1 5] i
i)

the Ministry of Commerce of the PRC (H #E A [ 3 A1 5]
B )
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DEFINITIONS

“Monitoring Indicators”

“Mr. Niu Jian”

“Mr. Niu Sanping”

“National People’s Congress” or “NPC”

“NDRC”

“Negative List”

“Niujian Limited”

“Niusanping Limited”

“Notice”

monitoring school operating condition indicators (' JIl #¥
LA 45 1) which are one type of indicators according to
the Conditions. The Monitoring Indicators are
supplementary standards that provide basis for the
comprehensive analysis of the conditions for operating
higher education institutions according to the Conditions

Mr. Niu Jian (4F{#), an executive Director and the son of
Mr. Niu Sanping

Mr. Niu Sanping (4F =°F), the chairman of the Board, an
executive Director and a Controlling Shareholder; and the
father of Mr. Niu Jian, an executive Director

the National People’s Congress of the PRC (H 3£ A & H: A7l
B A A\ R AR K

the National Development and Reform Commission of the

PRC (7 #E A\ B L0 [0 [ 5% 88 J fn ol 5 2% B )

Special Administrative Measures for Access of Foreign
Investment (Negative List) (2020) (<&h 4% & A 45 HIl &
PRAE s (TG B) ) (20204F-hR)) which was promulgated
by the NDRC and the MOFCOM on June 23, 2020 and
became effective on July 23, 2020

Niujian Limited (447 FR A7), a company incorporated
under the laws of the BVI with limited liability on August
3, 2018, and is wholly-owned by Mr. Niu Jian

Niusanping Limited, a company incorporated under the
laws of the BVI with limited liability on August 3, 2018,
and is wholly-owned by Mr. Niu Sanping

the Notice on School Fee Management Work during the
Period of Epidemic Prevention and Control (B #8477
5 [ 422 10 P B A i 2 457 B AR A %0 ), jointly issued by
the Department of Education of Shanxi Province, the
Shanxi Development and Reform Commission and the
Department of Finance of Shanxi Province on June 9, 2020
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DEFINITIONS

“Offer Price”

“Offer Share(s)”

“Over-allotment Option”

“PRC Affiliated Entities”

“PRC Company Law”

“PRC GAAP”

“PRC government” or “State”

“PRC Legal Advisors”

“Price Determination Date”

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

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

the option granted by our Company to the International
Underwriters exercisable by the Sole Representative (on
behalf of the International Underwriters) under the
International Underwriting Agreement, pursuant to which
our Company may be required to allot and issue up to an
aggregate of 18,750,000 additional Shares at the Offer
Price, representing 15% of the initial size of the Global
Offering, to cover, among other things, over-allocations in
the International Offering

our consolidated affiliated entities, namely, Shanxi
Technology & Business and our School Sponsor

the Company Law of the PRC ({H#E A\ RILFNEH A 7] %)),
as enacted by the Standing Committee of the Eighth
National People’s Congress on December 29, 1993 and
effective on July 1, 1994, and subsequently amended on
December 25, 1999, August 28, 2004, October 27, 2005,
December 28, 2013 and October 26, 2018, as amended,
supplemented or otherwise modified from time to time

generally accepted accounting principles applicable in the
PRC

the central government of the PRC, including all
governmental sub-divisions (such as provincial, municipal
and other regional or local government entities)

Commerce & Finance Law Offices, our legal advisors as to
PRC law

the date, expected to be on or around July 8, 2021 but no

later than July 12, 2021, on which the Offer Price is fixed
for the purposes of the Global Offering
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DEFINITIONS

“Registered Shareholders”

“Regulation S”

“RMB” or “Renminbi”

“SAFE”

“SAIC”

“SAMR”

“SAT”

“School Sponsor”

“School Sponsor’s and Directors’
Rights Entrustment Agreement”

s

“School Sponsor’s Power of Attorney’

“SFC” or “Securities and Futures

Commission”

“SFO” or “Securities and Futures
Ordinance”

shareholders of Shanxi Tongcai, namely, Mr. Niu Sanping
and Mr. Niu Jian

Regulation S under the U.S. Securities Act

Renminbi, the lawful currency for the time being of the
PRC

the State Administration of Foreign Exchange of the PRC
(GEE N F AN HER)), the PRC governmental
agency responsible for matters relating to foreign exchange
administration, including local branches, when applicable

the State Administration for Industry and Commerce of the

PRC (i N\ R A B [0 28 T 7 A7 B B4 JR) )

the State Administration for Market Regulation (*#E A\ &
LA B 5 T B AR R)), formerly known as the
State Administration of Industry and Commerce of the PRC

(2 N R FE AN B B K TR AT BUE BLARR))

the State Administration of Taxation of the PRC ({3 A R
L0 50 B 5 ol 5 4R )

the school sponsor of Shanxi Technology & Business,
namely Shanxi Tongcai, pursuant to the Permit for
Operating a Private School ([ HFER AL FF 7] 58) issued
by the MOE in October 2020

the school sponsor’s and directors’ rights entrustment
agreement entered into by and among Shanxi Technology
& Business, our School Sponsor, the directors of Shanxi
Technology & Business and Shanxi WFOE dated
November 12, 2020

the power of attorney executed by the School Sponsor in
favor of Shanxi WFOE dated November 12, 2020

the Securities and Futures Commission of Hong Kong

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

“Shanxi Opinions”

“Shanxi Technology & Business” or
“our College”

“Shanxi Tongcai”

“Shanxi WFOE”

“Share(s)”

“Share Option Scheme”

“Shareholder(s)”

“Shareholders’ Power of Attorney”

“Shareholders’ Rights Entrustment
Agreement”

the Several Opinions of the General Office of the People’s
Government of Shanxi Province on Supporting and
Regulating the Development of Education by Social Forces
and Promoting the Healthy and Orderly Development of
Private Education (LU P4 & A R ERT HE/ B8 BE i 2 4% B
HE L 7 B R R RO i R A B R T
& 5)) promulgated by the General Office of the People’s
Government of Shanxi Province on July 11, 2018

Shanxi Technology and Business College (1LI g T 7% £:[5¢)
(formerly known as Shanxi Vocational College of
Technology and Business* (1L P4 L ikZEEEBE)), a private
undergraduate college that obtained approval from
People’s Government of Shanxi Province for its
establishment on May 26, 2004 and one of our PRC
Affiliated Entities

Shanxi Tongcai Educational Technology Company
Limited* (1754 A4 2 F FH2 A BRA F), a limited liability
company established under the laws of the PRC on May 17,
2018, our School Sponsor and one of our PRC Affiliated
Entities

Shanxi Tongshi Tiancai Educational Technology Co., Ltd.*
(VB ERABERHARAF), a limited liability
company established as a wholly foreign owned enterprise
under the laws of the PRC on June 24, 2019, an indirect
wholly-owned subsidiary of the Company

ordinary share(s) of US$0.00001 each in the share capital
of our Company

the share option scheme conditionally adopted by our
Company on June 23, 2021, the principal terms of which
are summarized under the paragraph headed “F. Share
Option Scheme” in Appendix V to this prospectus

holder(s) of the Share(s)

the power of attorney executed by each of the Registered
Shareholders in favour of Shanxi WFOE each dated
November 12, 2020

the shareholders’ rights entrustment agreement entered

into by and among Mr. Niu Sanping, Mr. Niu Jian, Shanxi
WFOE and Shanxi Tongcai dated November 12, 2020
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DEFINITIONS

“Sino-Foreign Regulation”

“Sole Representative”

“Sole Sponsor”

“Spouse Undertaking”

“Stabilizing Manager”

“State Council”

“Stock Borrowing Agreement”

“Stock Exchange” or “Hong Kong Stock
Exchange”

“subsidiary(ies)”

“Substantial Shareholder(s)”

“Takeovers Code”

“Tongcai Investment”

“Track Record Period”

“U.S.” or “United States”

the Regulation on Sino-Foreign Cooperation in Operating
Schools ({H ¥ A R ALFNE 405 VEHFEL R 1)), taking
effect on September 1, 2003 and amended on July 18, 2013
and March 2, 2019

Guotai Junan Securities (Hong Kong) Limited
Guotai Junan Capital Limited

the spouse undertaking executed by Ms. Geng Jie (¥kii#),
the spouse of Mr. Niu Sanping dated November 12, 2020

Guotai Junan Securities (Hong Kong) Limited
the State Council of the PRC (P2 AL A0 [ B %5 e )

a stock borrowing agreement expected to be entered into on
or about the Price Determination Date between the
Stabilizing Manager and Niusanping Limited pursuant to
which Niusanping Limited will agree to lend up to
18,750,000 Shares to the Stabilizing Manager on the terms
set forth therein

The Stock Exchange of Hong Kong Limited

has the meaning ascribed to it under the Listing Rules. For
the avoidance of doubt, the subsidiaries of our Company
include the PRC Affiliated Entities in this prospectus

has the meaning ascribed to it under the Listing Rules

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

Shanxi Tongcai Education Investment Co., Ltd.* (Il 75%
AHEHREHRWAA), a limited liability company
established under the laws of the PRC on May 17, 2018,
which is owned as to 40% by Mr. Niu Jian, 40% by Mr. Niu
Sanping, and 20% by Ms. Chen Xue (P2

the three years ended August 31, 2018, 2019 and 2020 and
the four months ended December 31, 2020

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

“U.S. dollar(s)” or “US$” or “USD” United States dollars, the lawful currency for the time
being of the United States

“U.S. Securities Act” the U.S. Securities Act of 1933, as amended from time to
time, and the rules and regulations promulgated thereunder

“WHITE Application Form(s)” the application form(s) for use by the public who require
such Hong Kong Offer Shares to be issued in the
applicant’s own names

“YELLOW Application Form(s)” the form of application for the Hong Kong Offer Shares for
use by the public who require such Hong Kong Offer
Shares to be deposited directly into CCASS

“%” Percent

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

of the figures preceding them.

In this prospectus, unless otherwise stated, certain amounts denominated in Renminbi have been
translated into Hong Kong dollars or U.S. dollars at an exchange rate of RMB0.8315 = HK$1.00 or
RMB6.4546 = US$1.00, respectively, for illustration purpose only. Such conversions shall not be
construed as representations that amounts in Renminbi were or could have been or could be converted
into Hong Kong dollars or U.S. dollars at such rates or any other exchange rates on such date or any

other date.

Ifthere is any inconsistency between the Chinese names of entities or enterprises established in the
PRC and their English translations, the Chinese names shall prevail. The English translation of company
or entity names in Chinese or another language which are marked with “*” and the Chinese translation

of company or entity names in English which are marked with “*” is for identification purpose only.

Unless otherwise specified, all relevant information in this prospectus assumes no exercise of the

Over-allotment Option.
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GLOSSARY OF TECHNICAL TERMS

This glossary of technical terms contains explanations of certain technical terms used in this
prospectus in connection with our Group and our business. As such, these terms and their meanings
may not correspond to standard industry meanings or usage of these terms.

“bachelor’s degree program” or
“undergraduate program” or
“undergraduate”

“CAGR”

“college”

i

“compulsory education’

“formal education”

“high school”

“higher education”

“independent college”

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

compound annual growth rate

a division of a university or an independent college devoted
to a particular academic discipline

grade one to grade nine education, which all citizens in
China must receive, according to the Compulsory
Education Law of the People’s Republic of the PRC ({ H #E
NRIEMBIFRBLUFTIED))

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

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

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

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

“Initial Employment Rate”

“junior college program”

“National Higher Education Entrance
Examination”

“North China”

“Northeast China”

“one-child policy”

“private higher education institution”

“private school(s)”

the percentage of graduates who entered into full-time
employment contracts with various enterprises or
organizations, participated in national and local
government projects, enrolled in the military of the PRC,
attended graduate programs offered by other universities in
the PRC or overseas, or engaged in other flexible types of
employment including self-employment and freelance, as
of September 1 during the year in which they graduated.
According to the Frost & Sullivan Report, this scope of
eligible employment for the calculation of the Initial
Employment Rate is same as that of Shanxi Province and
China

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

also known as “Gaokao” (#7%), a national academic
examination held annually in China, which is a prerequisite
for entrance into almost all higher education institutions at
the undergraduate level in China

includes Beijing, Tianjin, Hebei Province, Shanxi Province
and Inner Mongolia Autonomous Region

includes Heilongjiang, Jilin and Liaoning Provinces

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

a PRC private higher education institution (R EHE
HEHE) that is operated by non-governmental entity(ies) or
individual(s) where public funding is not a major source of
capital and has open admission and enrollment to the
public. It is able to offer junior college, undergraduate and
graduate courses. Private higher education institutions
include private regular university, private regular junior
college and independent college

school(s) which are not administered by local, provincial
or national governments
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GLOSSARY OF TECHNICAL TERMS

29

“public school(s)

“retention rate”

“school sponsor”

“school year”

“student enrollment” or “student
enrollments”

“Three-Child Policy”

“Two-Child Policy”

school(s) administered by local, provincial or national
governments

the percentage of employees who did not leave our College
during the relevant year/period, which equals the number
of employees who worked at our College for the whole
year/period divided by the total number of employees of
our College at the beginning of the corresponding
year/period

the individual(s) or entity(ies) that funds or holds interests
in an educational institution

the school year for our College, which generally starts on
September | of each calendar year and ends on August 31
of the next calendar year

square meter

total number of students enrolled in a certain educational
program in a given period

China’s population control policy announced and
submitted for deliberation on May 31, 2021 by the
Decision on Optimizing Fertility Policy to Promote
Long-term and Balanced Development of Population (i
AL A T BORA N DR W) 2 i 98 R A9 PR 7E ) at a meeting
of the Politburo of the Chinese Communist Party on
population aging, according to which it is proposed that a
family can have up to three children. As of the Latest
Practicable Date, such policy had not yet been officially
adopted or implemented in the relevant PRC laws

China’s population control policy implemented in 2016 by
the Decision of the Central Committee of the Communist
Party of China and the State Council on Implementing the
Universal Two-Child Policy and Reforming and Improving
the Management of Family Planning Services ({3t
e~ 5 e B Y Bt 2 T T % R P 58 AR B IR
BB PLE)), according to which a family is allowed to
have up to two children
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FORWARD-LOOKING STATEMENTS

This prospectus contains certain forward-looking statements and information relating to us and our
subsidiaries that are based on the beliefs of our management as well as assumptions made by and
information currently available to our management. When used in this prospectus, the words “anticipate”,
“believe”, “could”, “estimate”, “expect”, “forecast”, “going forward”, “intend”, “may”, “ought to”,
“plan”, “project”, “seek”, “should”, “will”, “would”, “wish” and similar expressions, as they relate to our
Company or our management, are intended to identify forward-looking statements. Such statements
reflect the current views of our Company’s management with respect to future events, operations,
liquidity and capital resources, some of which may not materialise or may change. These statements are
subject to certain risks, uncertainties and assumptions, including the other risk factors as described in this
prospectus. You are strongly cautioned that reliance on any forward-looking statements involves known
and unknown risks and uncertainties. The risks and uncertainties facing our Company which could affect

the accuracy of forward-looking statements include, but are not limited to, the following:

° our business operations and prospects;
° future developments, trends and conditions in the industry and markets in which we operate;
° our strategies, plans, objectives and goals and our ability to implement such strategies,

plans, objectives and goals;

° our ability to maintain or increase student enrollment;

° our ability to maintain or raise tuition fees;

° our ability to maintain or increase our school utilization rate;

° general economic conditions;

° our capital expenditure programs and future capital requirements;

° changes to regulatory and operating conditions in the industry and markets in which we
operate;

° our ability to control costs;

° our dividend policy;

° the amount and nature of, and potential for, future development of our business;

° capital market developments;

° the actions and developments of our competitors; and

° all other risks and uncertainties described in the section headed “Risk Factors” in this
prospectus.
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RISK FACTORS

Potential investors should consider carefully all the information set out in this prospectus and,
in particular, should evaluate the following risks associated with the investment in our Shares. You
should pay particular attention to the fact that we conduct our operations in the PRC, the legal and
regulatory environment of which in some respects may differ from that in Hong Kong. Any of the risks
and uncertainties described below could have a material adverse effect on our business, results of
operations, financial condition or on the trading price of our Shares, and could cause you to lose all

or part of your investment.

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

RISKS RELATING TO OUR BUSINESS AND OUR INDUSTRY

New legislation or changes in the PRC regulatory requirements regarding private higher education
may affect our business, financial condition, results of operations and prospects. We are subject to
uncertainties brought by the 2016 Decision, the 2021 Implementing Regulations and Related
Implementation Rules.

The 2016 Decision and Related Implementation Rules

The private higher education industry in the PRC is subject to various laws and regulations.
Relevant laws and regulations could be changed to regulate the development of the education industry, in
particular, the private education markets from time to time. For example, the Law for Promoting Private
Education of the PRC (€% A\ [ LA [ HFCH (2472 )) was promulgated in December 2002, was
amended in June 2013, and further amended in November 2016 and December 2018 and took effect on
September 1, 2017 and December 29, 2018, respectively. Pursuant to the 2016 Decision, private schools
will no longer be classified as either schools for which school sponsor(s) require reasonable returns or
schools for which school sponsor(s) do not require reasonable returns. Instead, school sponsor(s) of a
private school may choose for the school to be a for-profit private school or a non-profit private school,
with the exception that private schools providing compulsory education must be non-profit. We currently
expected to register our College as a for-profit private school. For details of the 2016 Decision, including
the key differences between a for-profit private school and a non-profit private school under the 2016
Decision, see “Business — Potential Implications of the 2016 Decision and Related Implementation
Rules — Potential Impact on us of the 2016 Decision and the 2021 Implementing Regulations” in this
prospectus.

The election to register our College as a non-profit or for-profit private school may have a material
impact on our business, financial condition and results of operations, of which we are currently not in a
position to accurately assess due to the absence of any further detailed implementation rules under and
interpretations of the 2016 Decision and the 2021 Implementing Regulations.

In addition to the 2016 Decision, certain implementing rules were jointly promulgated by certain

governmental departments at the state level. See “Regulatory Overview — Regulations on Private
Education in the PRC” in this prospectus for details.
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RISK FACTORS

On July 11, 2018, the General Office of the People’s Government of Shanxi Province promulgated
the Shanxi Opinions. According to the Shanxi Opinions, school sponsors can freely elect to establish
for-profit schools or non-profit schools with the exception that private schools providing compulsory
education must be non-profit. Sponsors of non-profit private schools do not obtain school operating
income, and operating balances are all used for running schools; sponsors of for-profit private schools
can obtain school operating income, and distribution of the school balances are based on relevant state
regulations. Private schools which provided education services other than compulsory education and
were approved for establishment before November 7, 2016 shall submit in writing their decisions to
convert into for-profit or non-profit schools within five years from July 2018 which was confirmed in our
interview with the Department of Education of Shanxi Province. Furthermore, on December 30, 2019, the
Department of Education of Shanxi Province, the Department of Human Resources and Social Security of
Shanxi Province, the Department of Civil Affairs of Shanxi Province, the Office of the Organization
Committee of Shanxi Province and the Administration for Market Regulation of Shanxi Province jointly
issued the Implementation Measures of Classified Registration of Private Schools in Shanxi Province (
L 7E & RAFE A BUS T E L)) (the “Shanxi Measures™), which includes the requirements and
procedures of approval for establishment, classified registration, change of registered events, termination
and cancelation of registration, classified registration of existing private schools. See “Regulatory
Overview — Regulations on Private Education in the PRC” in this prospectus for details.

Major uncertainties and legal implications under the 2016 Decision and relevant implementation
rules which we may be susceptible to include:

. if we elect to register our College as a for-profit private school, we will be required to (i)
make financial settlement; (ii) clarify the property rights of the relevant assets, such as land,
school buildings and net balance be authenticated by the relevant governmental authorities;
(iii) pay the relevant taxes and fees; and (iv) re-register with the relevant government
authorities to continue the school operations. In particular, the current legislations are silent
as to the tax treatment of a for-profit private school and more specific provisions are yet to
be introduced. Consequently, we are unable to accurately evaluate the potential impact on
the tax liabilities our College may be exposed to at this stage and we could even have
additional tax imposed retrospectively after we choose for our College to be a for-profit
private school. In addition, due to the rather limited government support available to a
for-profit private school, our College may no longer enjoy similar government support as
non-profit private schools. 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 to be
involved, which may materially and adversely affect our business, financial condition and
results of operations; or

. if we elect to register our College as a non-profit private school, (i) our College will not be
permitted to distribute the operating proceeds to its sponsors and the surplus from the school
operations can only be applied to its continued operations; (ii) the provincial government
authorities may impose restrictions on our College fees, including the range and type of fees
chargeable and approval or filing requirements; and (iii) the sponsors of our College shall
amend the constitutional documents and re-register with the relevant government authorities
to continue its operations. We may incur significant administration and other expenses and
costs during the re-registration process, which may materially and adversely affect our
business, financial condition and results of operations.
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For more details of the potential impact on us of the 2016 Decision and related implementing rules,
see “Business — Potential Implications of the 2016 Decision and Related Implementing Rules” in this
prospectus.

While we intend to comply with all new and existing laws and regulations, we cannot assure you
that we will always be deemed to be in full compliance with such new laws and regulations in a timely
manner, as their interpretation may remain uncertain, nor can we assure you that we will always be able
to timely and efficiently change our business practice in line with the new regulatory regime. Should we
fail to fully comply with the 2016 Decision, the 2021 Implementing Regulations or any relevant
implementing rule or regulation as interpreted by the relevant government authorities, we may be subject
to administrative fines or penalties or face other negative consequences that could materially and
adversely affect our brand name and reputation, and, in turn, our business, financial condition and results
of operations.

The 2021 Implementing Regulations

On May 14, 2021, the State Council released the 2021 Implementing Regulations, which will take
effect from September 1, 2021. The 2021 Implementing Regulations made certain significant changes to
certain provisions of the 2004 Implementing Regulations which may affect private schools.

The 2021 Implementing Regulations stipulate further provisions of the operation and management
of private schools including, among other things, (i) a private school may enjoy the preferential tax
policies, which are not defined thereunder, as stipulated by the State and a non-profit private school may
enjoy the same tax policies as enjoyed by a public school; (ii) local governments shall grant preferential
treatment 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
qualifications, may provide land by means of bid invitation, auction or listing, assigning contracts,
long-term lease or combination of sale and as rental, and may allow such schools to settle in installments;
(iii) private schools providing compulsory education are not allowed to enter into transactions with
Interested Parties, which include the sponsor, the actual controller (EFE#EHIN), the principal, the
director, the supervisor, the person in charge of the financial affairs of a private school, and any
organization or individual that has mutual control or influence over the above-mentioned organizations or
individuals which may lead to any interest transfer of private schools (“Interested Parties”), while other
private schools shall conduct transactions with their Interested Parties in a manner that is open, justified
and fair, conducted at reasonable pricing, and subject to standardized decision-making established for
such transactions and not harmful to the interests of the State, school, teachers and students. Private
schools shall set up an information disclosure mechanism for dealing with their Interested Parties; (iv)
the relevant governmental authorities, such as the education department, the human resources and social
security departments and the financial department, shall strengthen supervision over agreements signed
between non-profit private schools and their Interested Parties, and shall review such transactions
annually; (v) the registered capital of a private school shall be paid in full when it is formally established
and shall be compatible with the type, level and scale of the school; (vi) at the end of each financial year,
a for-profit private school must set aside not less than 10% of its audited annual net profit, and a
non-profit private school of its audited annual net increase in assets, as a development fund, which shall
be used for the development of the school; and (vii) public schools providing compulsory education shall
not establish or participate in the establishment of private schools. Other public schools are not allowed
to hold or participate in the organization of for-profit private schools. Public schools providing
vocational education can establish or participate in the vocational education for-profit private schools. If
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a public school establishes or participates in the establishment of a 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 management fees or other means to obtain or disguise the proceeds of
schooling. While we currently expect to register our College as a for-profit private school under the
current PRC laws, our eligibility to register as a for-profit private school is subject to potential further
restrictions and specific conditions stipulated by future laws, regulations and rules. We cannot assure you
that we will be able to fulfill the requirements under any relevant future laws, regulations or rules
successfully or in a timely manner or at all, which may bring uncertainty to our eligibility to be registered
as a for-profit private school.

We may be required to pay land transaction fees to the local land resources bureau for the land
acquired through land allocation or under any other preferential treatment of the local governments. We
may need to use internally generated funds from our Group’s operations to pay land transaction fees,
which could create strains on our financial condition and adversely affect our business operations.

The implementation of the 2021 Implementing Regulations may also have an impact on our
expansion strategy. According to the 2021 Implementing Regulations, no social organizations or
individuals are allowed to control compulsory education private schools or non-profit private schools
which offer preschool education through mergers or contractual arrangements. As advised by our PRC
Legal Advisors, we may not be able to acquire compulsory education private schools or non-profit private
schools which offer preschool education held by others using methods such as mergers or “contractual
arrangements”. Furthermore, pursuant to the 2021 Implementing Regulations, if the sponsor is a legal
person, its controlling shareholder and the actual controller must meet the requirements stipulated by
laws and administrative regulations for the establishment of a private school, and any change of the
controlling shareholder or the actual controller, must be reported to the competent department for
record-filing and publicity. We cannot assure you that such requirements will be always fulfilled
successfully or in a timely manner or at all, which may bring more uncertainty to our expansion plan.

Under the 2021 Implementing Regulations, we may incur substantial compliance costs for
establishing disclosure mechanisms and undergoing review by the relevant government authorities. Such
process may not be in our control and may be highly complicated and burdensome, and may divert
management attention. Government authorities may, during their review process, compel us to make
modifications to the Contractual Arrangements, which may in turn adversely affect the operation of the
Contractual Arrangements. Government authorities may also find that one or more agreements
underlying the Contractual Arrangements do not comply with applicable PRC laws and regulations and
may subject us to severe penalties, resulting in material adverse impacts on our operations and financial
condition.

As of the Latest Practicable Date, we had not been notified of or been subject to any material fines
or other penalties under any PRC laws or regulations in respect of our Group’s existing corporate
structure, including the use of the Contractual Arrangements. If our Group’s existing corporate structure
or the Contractual Arrangements are deemed to violate any rules, laws or regulations, 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 as determined by the relevant
government authorities. We may also be restricted from further expanding our College or business
operation. If such situations occur, our business, financial condition and prospects would be materially
and adversely affected.
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We are subject to extensive governmental approvals and compliance requirements for establishing
our campuses and school premises and several of the properties we use for our operations are not in
compliance with applicable laws and regulations.

From time to time, we may renovate existing premises or construct new buildings to ensure that our
educational facilities are fitted with appropriate technologies or to enhance convenience and comfort for
our students and staff. We may establish new campuses and school premises as we grow and expand our
business operations. For campuses and school premises constructed and developed for our College, we
must obtain various permits, certificates and other approvals from the relevant administrative authorities
at various stages of the property development, including, for example, the construction planning permit,
the construction commencement permit, construction completion inspection, the fire control design and
inspection, the fire control inspection and acceptance, the environmental acceptance check and building
ownership certificates. We may in the future encounter problems in fulfilling the conditions precedent to
obtain those certificates, permits and pass those inspections and acceptance checks, and we may not
always be able to obtain them in a timely manner, or at all.

In particular, some of the properties we currently use for our operations are not in compliance with
applicable laws and regulations in the PRC. As of the Latest Practicable Date, we had not (i) obtained
land use right certificates or real estate title certificates for land with an aggregate site area of
approximately 124,803.8 sq. m., representing 25.9% of the total land used by our College; (ii) obtained
real estate title certificates or building ownership certificates for buildings with an aggregate gross floor
area of approximately 244,153.1 sq. m., representing 64.7% of the aggregate gross floor area of all the
buildings owned and used by us; and (iii) obtained all relevant permits or carried out all relevant
regulatory requirements, including one or more of: completing the fire control design and inspection
before commencement of construction, fire control inspection and acceptance before putting properties
into use, commencing construction in accordance with the construction planning permit, obtaining
construction commencement permit before commencing construction, completing construction project
completion acceptance check before putting properties into use and filing the requisite construction
project completion acceptance check for buildings with an aggregate gross floor area of approximately
377,555.7 sq. m., representing 100.0% of the aggregate gross floor area of all the buildings owned and
used by us. For further details on non-compliance of our properties with applicable regulations see
“Business — Properties” in the prospectus.

As a result of these issues, our right to occupy and use these properties may be limited or
challenged by the relevant government authorities or third parties. The risks in connection with the
non-compliance of these properties generally include the following:

. as advised by our PRC Legal Advisors, relevant land administration authority may (i)
require us to return the improperly occupied land for which we have not obtained land use
right certificates, (ii) confiscate the buildings and other facilities on such lands; and (iii)
impose us a fine of not more than RMB30 per sq. m.;

. for construction work that is carried out without a construction planning permit, the license
issuing authority with jurisdiction shall order the construction to be ceased, and (i) we may
be subject to a fine ranging from 5% to 10% of the construction cost and ordered to rectify
the impact on the planning caused by such construction, if such impact can be rectified; or
(i) we may be subject to a fine of not more than 10% of the construction cost and the
confiscation of the building and/or any income illegally earned from such construction, if
such impact cannot be rectified and the building cannot be demolished;
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. for construction work that is carried out without a construction commencement permit, the
license issuing authority with jurisdiction shall (i) order the construction to be ceased; (ii)
order rectification within a prescribed time limit; and (iii) impose a fine of not less than 1%
and not more than 2% of the contract price of the construction;

. for buildings that were constructed without passing fire control design and inspection prior
to commencement of construction, we are subject to the risk of being prohibited from using
these buildings or being ordered to close our business relevant to the affected buildings and
being fined between RMB30,000 and RMB300,000 per building;

. for buildings that were put into use without passing the fire control inspection and
acceptance, we are subject to the risk of being prohibited from using these buildings or
being ordered to close our business relevant to the affected buildings and being fined
between RMB30,000 and RMB300,000 per building;

. for construction projects we have put into use without passing the construction project
completion acceptance check, we may be ordered to rectify and may be obliged to pay
compensation where any damage has been caused. A fine of not less than 2% but not more
than 4% of the contract price of the construction may also be imposed; and

. for construction projects for which we did not file construction project completion
acceptance check, we may be ordered to rectify and may be subject to a fine between
RMB200,000 and RMB500,000 per building.

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 above
non-compliance. As confirmed by our Directors, we are in the process of applying for the required
certificates and permits and fulfilling the assessment procedures and are closely following up with the
government authorities with respect to our applications. However, we cannot assure you that the relevant
authorities will not interpret, implement or enforce the relevant rules and regulations differently. In
addition, we cannot assure you that we will not encounter any impediment in applying for the relevant
certificates and permits or fulfilling the assessment procedures. If any of these risks materializes our
business, financial condition and results of operations may be materially and adversely affected.

In particular, the non-compliance issues concerning certain land and buildings used by our College
involve a considerable gross floor area and any regulatory enforcement action may potentially result in
material disruptions to our operations, which may in turn have a material adverse effect on our financial
condition. There can be no assurance that we will not be requested to vacate the lands and buildings with
non-compliance issues in the future which will force us to find a suitable alternative location to
accommodate the relevant students. Such relocation may be materially disruptive to our operations and
the learning environment of our students. Our relocation plan may also experience significant delay for
various reasons that we may have limited or no control over, including any delay in obtaining the relevant
certificates and permits required for the construction of the new buildings and facilities to commence,
delay in compliance with various inspection and assessment procedures before any school building or
facility can be put to use and delay or default by our building contractors. We have limited prior
experience in executing and implementing any relocation plan of this scale. As such, we cannot assure
you that the relocation plan will be implemented and executed successfully (or at all) as scheduled and
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that the relocation plan will be an adequate mitigation against the potential risks of non-compliance. We
may face regulatory enforcement actions from the relevant government authorities before the
implementation of the relocation plan is complete. If any of the above risks materializes, our business,

financial condition and results of operations may be materially and adversely affected.

In addition, for our planned construction of a teaching building, a library and a gymnasium located
on our Beige campus with a proposed gross floor area of approximately 73,129.5 sq. m., as of the Latest
Practicable Date, (i) we had not obtained the requisite construction work commencement permit, and (ii)
we had not commenced construction. There is no assurance that we will be able to obtain and/or pass
requisite permits, certificates or inspections for campuses and school premises we constructed and/or will
develop and construct in the future. If we fail to do so, we may not be able to commence construction,
which could disrupt our business plans and cause us to incur additional expenses. This, in turn, may have

a material adverse effect on our business, prospects, financial condition and results of operations.

Our financial position and results of business operation may be materially and adversely affected
by the outbreak of COVID-19.

Beginning in early 2020, the outbreak of COVID-19 epidemic in China has endangered the health
of many people residing in the PRC and significantly disrupted travel and the local economy across the
country. COVID-19 has had a severe and negative impact on the Chinese and global economies. Whether
this will lead to a prolonged downturn in the economy is still unknown. Due to the outbreak of
COVID-19, we temporarily closed our College campuses in March 2020 and started to provide education
services to our students via third-party online platforms. We postponed the commencement of the spring
semester of the 2019/2020 school year for our College and established different back-to-school timelines
for students until May and June 2020. Pursuant to the Notice, we were not required to refund any tuition
fees to our students. However, we were required to refund to our students a portion of boarding fees we
collected at the beginning of the 2019/2020 school year. We refunded RMB5.4 million in boarding fees
that we collected from students at the beginning of the 2019/2020 school year to account for the fact that
students were unable to board at our College for much of the second semester of the 2019/2020 school
year due to the COVID-19 pandemic. In the event we are unable to successfully render services to our
students, we may be subject to claims to refund a portion or all of our contract liabilities, which may
materially and adversely affect our business, results of operations and financial condition.

In the event of a recurrence of COVID-19 in Shanxi Province or elsewhere in China, we may be
required to close our campuses and resort to online learning again. Teaching courses online may not be as
effective as learning in classrooms. Students may be easily distracted while attending courses at home
through the internet. Some of them may have limited access to the internet. It may also not be easy for
teachers to track class attendance and adjust teaching methods and teaching materials to suit online
teaching. Moreover, certain types of courses, particularly those involving practical laboratory work or
simulated work environments, may be difficult to replace with online instruction. All of the above may
compromise the quality and negatively impact the outcome of our courses. If we are unable to
successfully adjust our teaching methods and materials and maintain the quality of education services,

our business, results of operations and financial condition may be materially and adversely affected.
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We own and operate a single college and are exposed to significant concentration risks.

During the Track Record Period, we owned and operated a single private college in Taiyuan City,
Shanxi Province, the PRC, namely Shanxi Technology and Business College, which generated all of our
revenue during the Track Record Period. As such, we are exposed to significant concentration risks and
any adverse effect on the reputation, performance, facilities or profitability of our College due to risks
highlighted in this section or otherwise effectively applies to our entire business. In addition, as all of our
facilities are located in Taiyuan City, Shanxi Province, the PRC and we anticipate that the vast majority of
our business operations and source of revenue in the foreseeable future will likely continue to be
concentrated in Taiyuan City, Shanxi Province, the PRC. Therefore, we are exposed to geographic
concentration risks if Shanxi Province experiences any event negatively affecting its education industry,
such as negative changes in local government policies relating to private education services, a serious
economic downturn, a natural disaster or an outbreak of a contagious disease, our business, financial
condition, results of operations and growth prospects may be materially and adversely affected. In
addition, if the relevant government authorities in Shanxi Province implement additional rules and
regulations restricting our enrollment growth, limiting the tuition or fees we may charge, or otherwise
negatively impacting our business, our results of operations and growth prospects may be materially and
adversely affected.

Our business is heavily dependent on our reputation.

We believe that our success is heavily dependent on the reputation of our College. Our ability to
maintain our reputation depends on a number of factors, some of which are beyond our control.

Factors which could potentially impact our reputation, include, among others, levels of students’
and parents’ satisfaction with our program and curriculum offerings, teachers and teaching quality,
ability of our graduates to find satisfactory employment, accidents on campus, negative press, disruptions
to our educational services, failure to pass inspections by the relevant education authorities, loss of
certifications and approvals that enable us to operate our College in the manner it is currently being
operated, and unaffiliated parties using our name or brand without adhering to our standards of education.
We may also experience negative publicity or a decrease in word-of-mouth referrals. Any such negative
developments could have an adverse impact on our reputation and result in students’ withdrawal from or
unwillingness to apply to our College. If our reputation is damaged, students’ and parents’ interest in our
College may diminish and our business could be materially and adversely affected.

We have established and developed our student base primarily through word-of-mouth referrals
and student recruitment events. Specifically, we have (i) participated in school recruitment fairs
promoted by the Admission Office of Department of Education of Shanxi Province, which is in charge of
higher education recruiting within Shanxi Province, and (ii) put promotional advertisements online.
However, we cannot assure you that such methods will be sufficient in the future or that any additional
marketing efforts we may undertake will be successful or sufficient in further promoting market
awareness or in helping us to attract sufficient student interest in our College. If we are unable to further
enhance our reputation and increase market awareness of our programs and services, or if we are required
to incur excessive marketing and promotional expenses in order to remain competitive, our business,
financial condition and results of operations may be materially and adversely affected. If we are unable to
maintain or sustain our reputation, we may also be unable to maintain or increase student enrollment,
which may have a material adverse effect on our business, financial condition, results of operations and
prospects.
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Our business and results of operations depend on the level of tuition fees and boarding fees we are

able to charge and our ability to maintain and raise tuition fees and boarding fees.

One of the most significant factors affecting our profitability is the tuition and boarding fee rates
we charge at our College. For the years ended August 31, 2018 and 2019 and 2020 and the four months
ended December 31, 2020, our revenue generated from tuition fees were RMB247.3 million, RMB245.2
million, RMB255.2 million and RMB100.8 million, respectively, accounting for 92.5%, 92.1%, 94.1%
and 91.4%, respectively, of our total revenue. During the same periods, our revenue generated from
boarding fees were RMB20.1 million, RMB21.0 million, RMB15.9 million and RMB9.5 million,
respectively, accounting for 7.5%, 7.9%, 5.9% and 8.6%, respectively, of our total revenue. The tuition
we charge is typically determined based on guidance provided by the relevant pricing authorities in the
PRC, the demand for our educational programs, the cost of our operations, the geographic markets, the

tuition fees charged by our competitors and general economic conditions in China.

As of the Latest Practicable Date, our tuition fees and boarding fees are included in the Shanxi
provincial price catalog published in 2015 and as such, are decided by the government or subject to
governmental approval. In addition, during the Track Record Period, we did not raise our tuition fee rates
as the tuition fees we charged were only an average of approximately 1% below the high end of the
permitted 20% range above the approved baseline tuition fee rates in Shanxi Province issued by Shanxi
Price Bureau for all the majors we offered for each year of the Track Record Period and we therefore had
almost no room to raise our tuition fees. As a result, there can be no assurance that we will be able to
maintain or raise the tuition and/or boarding fee levels we charge at our College in the future. In the event
we register our College as a for-profit private school under the 2016 Decision, our tuition fee rates will be
determined primarily based on guidance issued by the relevant pricing bureau, the demand for our
educational programs, the cost of our operations, the geographical markets, the tuition rates charged by
our competitors and general economic conditions in Shanxi Province and the PRC in general. Even in
such case, there can be no assurance that we will be able to maintain or raise the tuition fees and boarding
fees at our College in the future. Moreover, even if we are able to maintain or raise tuition fees or
boarding fees, we cannot assure you that we will be able to attract prospective students to apply for our
College at the current fee rates or at all. Moreover, our business, financial position and results of
operations may be materially and adversely affected if we fail to maintain or raise the tuition fees and
boarding fees levels, attract sufficient prospective students or collect tuition fees and boarding fees on

time.

Furthermore, some of the students who have enrolled at our College may experience financial
difficulties in paying full tuition fees and boarding fees when they become due. While our College has
provided scholarships and grants to certain qualified students in the past, we cannot guarantee we will be
able to fully recover their tuition fees and boarding fees. Consequently, in the event such students are
unable to make full payments in a timely manner, or at all, 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.

—49 _



RISK FACTORS

Our business, financial condition, and results of operations depend largely on the number of
students our College may admit, which in turn is subject to the admission quota approved by the
relevant education authorities and limited by the capacity of our College’s facilities. Our ability to
expand our business may also be hindered.

Each year the education authorities specify a quota for the number of new full-time students our
College may admit. The number of full-time students our College may admit is therefore subject to a
quota set and approved by the Department of Education of Shanxi Province each school year on a
year-by-year basis, subject to any adjustments agreed by the education authorities. The main factors these
education authorities take into consideration include capacity, current status of school development,
enrollment and registration in previous years, teaching quality and the employment rate of graduates. For
the 2017/2018, 2018/2019, 2019/2020 and 2020/2021 school years, our admission quota was 4,955,
4,250, 4,660 and 5,000 students, respectively and our utilization rate of the admission quota was 87.2%,
93.3%, 96.6% and 96.8%, respectively. See “Business — Our Student — Student Enrollment and
Capacity” in this prospectus for details of our historical enrollment and school capacity. Student
enrollment plays a large part in determining our total revenue. In addition, the number of students we are
able to admit at our College is also constrained by the size of our educational facilities, the size of the
dormitories and number of beds available for students on campus, which are limited in space and size.
Our total school capacity for the 2017/2018, 2018/2019, 2019/2020 and 2020/2021 school years was
17,256, 16,812, 19,325 and 19,010 students, respectively and our utilization rate of such capacity was
97.6%, 96.8%, 86.0% and 90.7%, respectively.

We cannot assure you that we will be able to successfully increase student enrollment capacity at
our College, which is subject to the approvals of the relevant education authorities, and which is beyond

our control.

If we fail to admit all qualified students who are interested in enrolling in our College due to these
capacity constraints or student enrollment quota limitations, we may not be able to maintain our historic
enrollment levels or to grow our student enrollment. Thus, we may not be as successful in carrying out
our growth strategies and expansion plans as we would have anticipated, which may have a material and

adverse effect on our business, financial condition and results of operations.

If the admission quota for our College does not increase or even decreases in the future, which
results in a decrease in the total number of our admitted students, our total revenue may not grow as
expected or may decline, which in turn will have a material and adverse impact on our business, financial

condition and results of operations.

In addition, there can be no assurance that the overall yield (FREIZ) of our College, which is
defined as the number of new students who enrolled in our College divided by the total number of
students to whom we extended offers for admission in such school year, will remain stable. For example,
some College applicants who have been admitted to our College may choose not to register, and decide to
re-take the National Higher Education Entrance Examination the following year. If the number of such
students increases, which will impact the number of our enrolled students, our business, financial

position and results of operations may, in turn, be materially and adversely affected.
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Our business relies substantially on our ability to recruit and retain dedicated and qualified
teachers and other school personnel.

We rely substantially on our teachers to deliver our educational services to students. Our teachers
are critical to maintaining the quality of our programs and services and to upholding our reputation. As of
December 31, 2020, we had a team of 558 full-time teachers and 544 part-time teachers.

To maintain the quality of education provided to our students and further grow our business, we
need to continue to attract qualified and experienced teachers who have a strong command of their
respective subject matters and meet our standards. We seek to hire teachers with expertise and experience
in their respective subject areas as well as being able to deliver clear and practical classroom instruction
that keeps students engaged. In addition, given the strong practical focus of our College, we also look for
teachers with practical skills and work experience in their respective relevant industries. We believe there
are a limited number of teachers with the necessary experience and qualifications to teach our courses.
For the 2017/2018, 2018/2019 and 2019/2020 school years, the retention rate of our full-time teachers
was 89.8%, 91.1% and 91.9%, respectively. There can be no guarantee that we will be able to recruit and
retain those teachers in the future. As a result, we believe that we may need to provide competitive
compensation and benefits packages to attract and retain qualified teachers and school administrative
personnel.

In addition, criteria such as work ethic, commitment and dedication are difficult to ascertain during
the recruitment process, particularly as we continue to expand and recruit teachers and other school
personnel quickly in order to meet the anticipated rising trend of student enrollment. We must also
provide on-going training to our teachers so that they can stay abreast of changes in industry standards
and student demands to effectively teach their respective courses.

We may not be able to identify, hire and retain a sufficient number of qualified teachers and
qualified school administrative personnel to keep pace with our anticipated growth, or our training may
not be adequate for our teachers to meet our standards of education which we believe will continue to
evolve with the latest developments in our industry in the geographical regions we serve. If we are unable
to recruit and retain an appropriate number of qualified teachers and qualified school administrative
personnel, or if the training we provide to our teachers turns out to be inadequate, the quality of our
services or overall education programs may deteriorate or be perceived to deteriorate in our College,
which may have a material and adverse effect on our reputation, business and results of operations.

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

Our growth has placed, and will continue to place, significant pressure on our management and
resources. We plan to initiate construction of Phase IV of our Beige campus which comprises of a
teaching building, a library and a gymnasium. This phase will add an aggregate proposed gross floor area
of approximately 73,129.5 sq. m. to our Beige campus, and will include a teaching building with a total
proposed gross floor area of approximately 17,766.5 sq. m., a library with a total proposed gross floor
area of approximately 48,653 sq. m. and a gymnasium with a total proposed gross floor area of
approximately 6,710 sq. m. We obtained the construction planning permit in June 2021. Based on the
recent discussion with the government authority, our Directors expect that the construction
commencement permit will be issued by the end of July 2021. See “Business — Our Business Strategies
— Increase our College’s capacity and student body and improve the teaching and living environment by
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building new facilities” for details. In addition to expanding our College in China, with the aim of
building our presence overseas and creating synergies with our college in China, we plan to establish and
operate General Business University of California Incorporated, a higher education institution in
California, the United States. See “History and Corporate Structure — School to be Established — New
school in California” for details. We may not succeed in executing our growth strategies due to a number

of factors, including our failure to do the following:

° effectively execute our expansion plans;
° increase student enrollment in our College;
° admit all qualified students who would like to enroll in our College due to the capacity

constraints of our school facilities;

° continue to enhance our course materials or adapt our course materials to student needs and

teaching methods;

° replicate our successful growth model in new markets or new geographical locations outside

Shanxi Province;

° obtain the requisite licenses and permits from the authorities necessary to open new schools

at our desired locations;

° achieve the benefits we expect from our expansion;

° identify suitable acquisition targets;

° effectively integrate any future acquisitions into our Company;

° cooperate and establish partnership with potential third party partners;

° obtain government support or to partner with local governments in cities where we already

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

° effectively market our College or brand in new markets or promote ourselves in existing

market; and

° expand our education resources by diversifying our service offerings and increase

transaction volume.

Any failure to effectively and efficiently manage our expansion strategies, may materially and
adversely affect the quality of our overall educational services and limit our ability to capitalize on new
business opportunities, which in turn may have a material adverse effect on our business and financial

results.
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With respect to General Business University of California Incorporated, we have no prior
experience establishing or operating schools outside China, in particular, in the United States, and we
may encounter barriers and challenges upon entering into such markets, including the failure to obtain
relevant regulatory approvals, which may result in delays or our inability to carry out our overseas
expansion plans. We may also overestimate the market demand for our educational services in the United
States or underestimate the costs associated with the establishment and operation of General Business
University of California Incorporated. In addition, we may need to make significant investments in
developing schools overseas and may not be able to effectively manage our costs or generate sufficient
revenue to justify the investments we make. We cannot assure you we will be able to successfully
establish and/or operate schools overseas. If we are unable to do so, our business, financial condition and
results of operations may be materially and adversely affected.

We may expand our operation through acquisitions of or investments in additional schools. If we
fail to execute this expansion strategy successfully, our business, financial condition and results of
operations may be materially and adversely affected.

One of our growth strategies is to grow our business and expand our school network by acquiring
or investing in private institutions of higher education that have substantial growth potential. See
“Business — Our Business Strategies — Expand our operations through acquisition” for details. We
believe we face challenges in integrating the business operations and management philosophies of
acquired schools. The benefits from future acquisitions depend, to a significant extent, on our ability to
effectively integrate the management, operations, technology and personnel of the acquired schools. The
acquisition and integration of acquired schools is a complex, time-consuming and expensive process that,
without proper planning and implementation, may significantly disrupt our business operations and

reputation. The main challenges involved in integrating acquired schools include:

. identifying suitable targets for acquisition;

. consolidating educational services offered by the acquired schools;

. complying with regulatory requirements and obtaining all necessary government approvals;
. implementing a consistent school culture if acquired schools have a culture that is averse to

change and are not receptive to our education values and methods;

. integrating information technology platforms and administrative infrastructure with
minimal disruptions to the existing operations of the acquired schools;

. minimizing the diversion of our management’s attention from on-going business concerns;
. minimizing disruptions to existing students’ studies as a result of the acquisition; and
. ensuring and demonstrating to our stakeholders that the new acquisitions or establishments

will not result in any adverse changes to our established brand image, reputation, teaching

quality or standards.
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We have no prior experience in acquiring or investing in schools and we cannot assure you that we
will be able to identify suitable targets and that our due diligence efforts will reveal all material
deficiencies in the target schools. We may not successfully integrate our operations and the operations of
the schools we acquire in a timely manner, or at all. We may not realize the anticipated benefits or
synergies of the acquisitions to the extent, or in the timeframe we had anticipated, which may result in
material adverse effects on our business, financial condition and results of operations. We cannot assure
you that we will be able to manage or minimize the disruptions to the acquired schools as a result of a
change in management. Failure to do so may result in adverse effect on our reputation, financial
condition, and the results of operations.

There can be no assurance that we will always be able to successfully render educational services to
our students and failure to do so may subject us to claims for refunds of tuition fees and/or boarding
fees.

Due to the nature of the business operation of our College, we derive revenue mainly from tuition
fees and boarding fees paid by the students of our College. We generally require tuition fees and boarding
fees to be paid by our students in advance prior to the beginning of each school year, which are initially
recorded as contract liabilities and are proportionately recognized as revenue when the relevant services
are rendered to our students during the school year. We recorded contract liabilities of RMB221.2
million, RMB203.5 million, RMB2.5 million and RMB180.0 million as of August 31, 2018, 2019 and
2020 and December 31, 2020, respectively.

The delivery of our services to the students may be disrupted by unforeseeable events, such as
outbreak of contagious diseases, occurrence of force majeure events, regulatory changes and/or natural
disasters. In the event we are unable to successfully render services to our students, we may be subject to
claims to refund a portion or all of our contract liabilities, which may materially and adversely affect our
business, results of operations and financial condition.

We face intense competition in the PRC education industry. If we are unable to compete effectively,
our business, financial condition and results of operations may be adversely affected.

According to the Frost & Sullivan Report, the private higher education industry in China is rapidly
evolving and is highly fragmented and competitive, with participants in the industry facing increasingly
intense competition. We primarily compete with public schools and other private schools in Shanxi
Province and elsewhere in China that offer similar programs, including universities that also specialize in
the applied sciences. We compete with these schools across a range of factors, including program and
curriculum offerings, school location and facilities, expertise and reputation of teachers, tuition fee
levels, and cooperative relationships with reputable companies in various industries. Public schools may
enjoy preferential treatment from governmental authorities in respect of, among other things, government
subsidies. Our competitors may adopt similar curriculums, teaching methods, school support and
marketing approaches, with different pricing and content that may be more appealing to students and
their parents. In addition, some of our competitors may have better connections with companies in
various industries or 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, market needs or new technologies. As such, we may be required to reduce tuition fees
and boarding fees or increase spending 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 levels, attract and retain competent teachers or other key personnel, enhance the
quality of our education services or control competition costs, our business and results of operations may
be materially and adversely affected.
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Our business depends on our ability to promptly and adequately respond to changes in market
demand.

Generally, we design our curriculums based on prevalent market trends and employer preferences.
During the past few years, we have developed several new majors/concentrations based on changing
market trends and demand, such as artificial intelligence, home economics, aviation services art and
management and preschool education (early education concentration) in our College. We intend to
continue developing new courses in anticipation of market demand and industry trend. We cannot assure
you that we will be able to accurately anticipate market trends and the new programs/courses we designed
will achieve widespread market acceptance or generate the desired level of income for our students. If we
fail to provide courses that adequately prepare our students for the evolving demands of the job market,
our students may not be able to successfully find employment or the students’ employment after
graduation may not be satisfactory to our students or their parents or our graduates’ performance may not
be satisfactory to employers. As a result, our programs and services may become less attractive to
students and parents. There is no assurance that we can promptly and adequately respond to changes in
market demand and provide school learning experiences that are satisfactory to all of our students. As a
result, we may also experience negative publicity or a decrease in word-of-mouth referrals. Any such
negative developments could result in students’ withdrawal from or unwillingness to apply for our
College, and therefore have an adverse impact on our reputation. Furthermore, if we fail to timely develop
and introduce new education services and programs in our College based on changing trend in the job
market, our ability to attract students and our reputation could be materially and adversely affected,
which may have a material adverse impact on our business, financial condition and results of operations.

We may not be able to obtain all necessary approvals, licenses and permits or to make all necessary
registrations and filings for our education and other services in China in a timely manner, and may
be subject to severe penalties if the operation of our business in China does not comply with
applicable PRC laws and regulations.

The PRC education industry, including the private higher education sector, is highly regulated by,
among other authorities, the MOE and other local education authorities. As a private higher education
provider, we are subject to extensive laws and regulations in China, such as the Education Law of the PRC
(¥ NRILFBEZE %)), the Higher Education Law of the PRC ({H# N RILFIEH mEHE L)),
the Law for Promoting Private Education of the PRC ({H#e N RALFIE R F (L #75)), and the
Implementing Regulations for the Law for Promoting Private Education of the PRC (" #& A R A B [
W E LR E B B1)). We are required to obtain, renew and maintain various approvals, licenses and
permits and fulfill registration and filing requirements in order to conduct our operations. For instance, to
establish and operate a school, we are required to obtain a private school operating license 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.

While we will use our best efforts to obtain all required permits and complete the necessary filings,
renewals and registrations timely for our College, we cannot assure you that we are able to obtain all
required permits and licenses on a timely basis, or at all, given the significant amount of discretion
relevant regulatory 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 or obtain
required permits or renew any permits and certificates in a timely manner, or at all, our business and
operation of our College will be materially and adversely impacted. In addition, if the contractual
agreements that establish the structure for operating our PRC business are found to be in violation of any
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PRC laws and regulations in the future, we may be subject to fines, confiscation of the gains derived from
our non-compliant operations, the suspension of our non-compliant operations or the compensation of
any economic loss suffered by our students or other relevant parties. If any of the above situations occur,

our business, financial condition and results of operations could be materially and adversely affected.

The private higher education business has a relatively short history in China and may need time to
gain wide acceptance.

Our future success is largely dependent on the acceptance, development and expansion of the
market for private higher education services in China in general, and specifically in Shanxi Province. The
private higher education services market started to develop in the early 1980s, experienced rapid growth
in the 1990s, and has grown significantly because of favorable policies enacted by the PRC government.
In 1997, the State Council of the PRC promulgated the first regulation to promote the private education
industry in China. However, private education services on a for-profit basis were not permitted in China

until September 2017 when the amendments made to the Law for Promoting Private Education of the PRC

(CHp#E N IR AN B R HFHCR R #E 15 )) became effective.

The development of the private higher education industry has been accompanied by significant
press coverage and public debate concerning the management and operation of private schools and
universities. Significant uncertainty remains in the PRC to public acceptance of this business model. In
addition, there is substantial uncertainty relating to the application and interpretation of PRC law as it
relates to the promotion of the private for-profit education industry. For example, certain favorable
policies referenced in relevant PRC law are available to non-profit private schools, such as preferential
tax treatment, as they are to public schools, while for-profit private schools are supposed to enjoy
preferential tax treatment as subject to the state’s provisions. To date, however, other than the Several
Opinions on Encouraging Social Groups to Engage in Education and Promote the Healthy Development
of Private Education (BHREEI4t € 1 E AT e RMNAF EEERNE TER)) and the
Implementing Rules for the Supervision and Administration of For-profit Private Schools (<% FJ ¥ R ¥
L B PEC AN 1)) ) and the Implementing Rules on Classification Registration of Private Schools
(CRIFEAG /BT E AR D) and the Notice of the State Administration of Industry and Commerce
and the Ministry of Education on the Registration and Administration of the Name of For-Profit Private
Schools (LA R ~ 20 &R B 2 AL R ER A 44 W 5 e A BR AT B AR A9 )), no separate
policies, regulations or rules have been introduced by the authorities with regard to for-profit private
schools. See “Regulatory Overview — Regulations on Private Education in the PRC” in this prospectus
for further details. If the private education business model fails to gain traction or wide acceptance among
the general public in China, especially among students and their parents, or if the favorable regulatory
environment otherwise changes in the future, we may be unable to grow our business and the market price
of our Shares could be materially and adversely affected.

Our College is subject to various compliance requirements set out by the Basic Conditions for
Operating Higher Education Institutions (Trial).

As advised by our PRC Legal Advisors, during the Track Record Period and up to the Latest
Practicable Date, our College was subject to certain regulatory guidance requirements in relation to the
prescribed ratio between our College’s site area/gross floor area of the teaching and administrative
buildings and the number of full-time students enrolled.
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According to the Conditions, there are two types of indicators, namely, Basic Indicators and
Monitoring Indicators. The ratio of our College’s site area to the number of students enrolled should be
not less than 54 sq. m. per student enrolled as our College falls under the school category of literature,
finance and economics and law school. The ratio of school site area to the number of students enrolled is
a Monitoring Indicator. As of September 30, 2017, 2018 and 2019, and October 31, 2020, our ratio of
school site area to the number of students enrolled was approximately 27.8 sq. m./student, 28.5
sq. m./student, 28.8 sq. m./student and 27.9 sq. m./student, respectively. In addition, the applicable
standard threshold of the ratio of our College’s teaching and administrative building area to the number of
students enrolled shall not be less than nine sq. m. according to the Qualified Indicators and the
restrictive threshold of such ratio shall not be less than five sq. m. according to the Restrictive Indicators,
as our College falls under the category of finance and economics school as stipulated by the Conditions.
During the Track Record Period, our College did not comply with the standard threshold of the ratio of
our College’s teaching and administrative building area to the number of students enrolled but have met
the restrictive threshold of such ratio requirement. See “Business — Properties — Regulatory
Requirements Relating to the Ratio of School Site Area/Teaching and Administrative Building Area to the
Number of Students Enrolled” and “Business — Legal Proceedings and Non-compliance” for details. We
will continue monitor the situation and would obtain additional land to the extent this became required by
relevant government authorities. However, the obtaining of additional land could cause us to incur
significant expense and there can be no assurance that we would be able to find suitable land in a timely
manner, or at all.

In addition, according to the Conditions, the teacher-to-student ratio of our College should be
maintained at a level of not less than 1:18 according to the relevant Qualified Indicators and not less than
1:23 according to the relevant Restrictive Indicators. During the Track Record Period, our College did not
comply with the qualified teacher-to-student ratio but has met the restrictive teacher-to-student ratio
requirement under the calculation method contained in the Conditions. See “Business — Our Teachers”
for details. While we understand based on the interviews with the Department of Education of Shanxi
Province that the aforementioned ratios are only used as principles to guide school operation in Shanxi
Province and failure to comply with such principles will not be considered as material non-compliance
with the Conditions, or otherwise subject our College to any fines or result in restrictions and/or
suspensions of student enrollment or other negative effects on the regular operation of our College, and in
addition, our College had not received any yellow or red card, or been subject to any form of
administrative penalty by any government authorities in relation to its compliance with the Conditions as
of the Latest Practicable Date, we cannot assure you that the regulations relating to the ratio between
school site area/building area and the number of students enrolled, or teacher-to-student ratio will not
change in the future or that the relevant education authorities will not impose any fines or penalties on us
for failure to comply with the regulations. If we should be deemed to be not in compliance with the
relevant regulations, our business, financial condition, future prospects and results of operations may be
materially and adversely affected.

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

Our business, financial condition and results of operations may fluctuate due to a number of
factors, many of which are beyond our control, such as public perception of the private higher education
industry in China and our ability to maintain and increase student enrollment at our College and maintain
and raise tuition and boarding fees. We cannot guarantee that we will be able to maintain and raise tuition
and boarding fees, or maintain the same rates in revenue and profit in the future. We also may not be
successful in continuing to increase the number of students admitted to our College due to our limited
capacity, and we may not be as successful in carrying out our growth strategies and expansion plans as we
would have anticipated.
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Moreover, we may not sustain our past growth rates in the future, and we may not sustain our
profitability on a quarterly, interim or annual basis in the future. We generally require students to pay
tuition fees and boarding fees for the entire school year prior to the commencement of each school year.
We recognize tuition fees and boarding fees as revenue proportionately over the periods of the applicable
program. However, our costs and expenses are not necessarily recognized at the same time as our revenue.
Our interim results, growth rates and profitability may not be indicative of our annual results or our future
results, and our historical interim and annual results, growth rates and profitability may not be indicative
of our future performance for the corresponding periods. In addition, our other income is non-recurring in
nature. We may not be able to maintain the current level of other income in the future. If there is a
substantial decline in our other income, our profitability may be negatively affected. See “Financial
Information” in this prospectus for further details. The market price and trading volume of our Shares
could be subject to significant volatility should our earnings fail to meet the expectations of investors.
Any of these events could cause the price of our Shares to materially decrease.

We had net cash outflow from operating activities for the year ended August 31, 2020.

For the year ended August 31, 2020, we had net cash flow used in operating activities of RMB25.4
million. The primary reason for such negative operating cash flow is that the 2020/2021 school year
started later than usual due to the COVID-19 pandemic and we did not receive most tuition fees, boarding
fees and miscellaneous fees from students for the 2020/2021 school year until September 2020. We
cannot assure you that we will not experience negative net operating cash flows in the future, and if such
situation is not managed properly, it could negatively affect our business operations and financial
condition. Our future liquidity, the payment of other payables and accruals, as well as the repayment of
any potential debt obligations as and when they become due, will primarily depend on our ability to
maintain adequate cash inflows from operating activities and/or obtain external financings. If we are
unable to maintain positive cash flows from operations, we may not be able to meet our payment
obligations to support our business operations. As a result, our business, financial position, results of
operations and prospects may be adversely affected.

The unavailability of any preferential tax treatment currently enjoyed by our College could
materially and adversely affect our results of operations.

According to Notice of the MOF and the SAT on Full Launch of the Pilot Program of Replacing
Business Tax with Value-added Tax (CHAECER ~ B KB 48 Jm BE S 4 11 41 BH /2 SE BT BiC 800 (B0 ol B 1
#F1)), formal educational services provided by education institutions are exempted from value-added
tax. Our College did not pay PRC enterprise income tax and value-added tax in respect of income from
rendering the formal education service during the Track Record Period. We have obtained confirmation
from the local tax bureau via interview, which confirmed, among other things, that our College was not
required to pay any PRC enterprise income tax and value-add tax during the Track Record Period in
respect of the revenue generated from providing formal education services during such period.

Pursuant to the 2016 Decision, a non-profit private school may enjoy the same preferential tax
treatment as a public school. In addition, pursuant to the 2016 Decision, a for-profit private school may
enjoy preferential tax treatments in accordance with relevant PRC laws and regulations. Pursuant to the
2021 Implementing Regulations, a private school may enjoy the preferential tax policies, as stipulated by
the State and a non-profit private school may enjoy the same tax policies as enjoyed by a public school.
However, existing PRC laws and regulations, including the 2016 Decision as amended in December 2018
which took effect on September 1, 2017 and December 29, 2018, respectively, and the 2021
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Implementing Regulations have not set forth any details regarding the preferential tax treatments that
may be enjoyed by a for-profit private school, including any restriction on tax exemption amount or
preferential tax rate.

With a view to understanding the local legislation development in Shanxi Province as our school
sponsors have not made formal application to register our College as a for-profit private school, with the
assistance of our PRC Legal Advisors we consulted the Taxation Bureau of Xiaodian District, Taiyuan
City, being the competent authority as advised by our PRC Legal Advisors to confirm the matters relating
to taxation issues relevant to us. In accordance with such interview with the competent authority which
confirmed, among other things, that our College was exempt from PRC enterprise income tax and
value-added tax during the Track Record Period. However, relevant government authorities may
promulgate detailed rules and regulations regarding the preferential tax treatments that may be enjoyed
by a for-profit private school in the future. There is a possibility that such rules and regulations will
reduce or eliminate the preferential tax treatments currently enjoyed by our College. The unavailability of
any favorable tax treatments currently available to our College at the same level as historically would
cause our effective tax rate to increase, which would increase our tax expenses and reduce our net profit.

Although, we were not required to pay PRC enterprise income tax in respect of income we
recorded from the provision of formal educational services during the Track Record Period, following the
execution of the Contractual Arrangements, Shanxi WFOE is currently subject to PRC enterprise income
tax rate of 25% and value-added tax of 3% (as its annual taxable revenue is currently below RMBS5.0
million) in respect of the service fees it receives from our PRC Affiliated Entities. Such tax rates are
subject to change and may have a significant impact on our profitability.

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

We depend on our senior management and school administrators for the smooth operation of our
College and execution of our business strategies. The continuing services of our executive Directors,
senior management team and the principal of our College are crucial to our future success.

If one or more of our executive Directors, senior management and other key personnel are unable
or unwilling to continue their employment with us, we may not be able to replace them with qualified
personnel in a timely manner, or at all, and our business may be disrupted and our results of operations
and financial condition may be materially and adversely affected. Competition for qualified and
experienced teachers in the private education industry in China and in particular, in Shanxi Province, is
intense, and the pool of qualified candidates is very limited. We may not be able to retain qualified
personnel in the future. In the event we lose services, or if any of our key teaching personnel joins our
competitors or forms a new competing company, we may not be able to retain our teachers, students and
other professionals. As a result, our business, results of operations and financial condition could be
materially and adversely affected.

We maintain limited insurance coverage.
We maintain various insurance policies to safeguard against risks and unexpected events, such as
school liability insurance and student safety insurance. However, our insurance coverage is limited in

terms of amount, scope and benefits. In addition, we do not maintain business interruption insurance,
product liability insurance or key-man life insurance. See “Business — Insurance” for more information.
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We are exposed to risks including, but not limited to, accidents or injuries in our College, 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. Any business disruption, litigation or legal proceedings or natural disasters,
such as epidemics, pandemics or earthquakes, or other events beyond our control, could result in
substantial costs and the diversion of our resources. Our business, financial condition and results of

operations may be materially and adversely affected as a result.

Accidents or injuries suffered by our students, our employees or other personnel on our College

premises 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
College, including those caused by or otherwise arising in connection with the facilities or employees of
our College. We could also face claims alleging that we were negligent, or that we provided inadequate
maintenance to our College facilities or fail to properly supervise our employees and therefore may be
held liable for accidents, incidents or injuries suffered by our students or other people at our College. In
addition, if any of our students or teachers or anyone else on our College premises commits any act of
violence, we could face allegations that we failed to provide adequate security or were otherwise
responsible for his or her actions. Our College may be perceived to be unsafe, which may discourage
prospective students from applying to or attending our College. 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, causing us to incur substantial expenses
and diverting 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 outsource the meal catering services for our College to an Independent Third Party and, as a
result, we cannot guarantee that the quality and price of the food services they provide are always
the best available and we may be exposed to potential liability if food services quality does not
comply with relevant standards.

During the Track Record Period, our College outsourced all the meal catering services, including
seven canteens on our campuses to an Independent Third Party. Our College usually enters into five-year
co-operation agreements with this Independent Third Party. The Independent Third Party enters into
separate service contracts with various third-party catering providers and suppliers, which we are not a
contracting party. Our College monitors the quality of the services provided by the Independent Third
Party strictly. We had food safety management personnel to regularly conduct inspections of the daily
operation of the canteens at our College. However, we cannot assure you that we will be able to monitor
the food preparation process to ensure its quality or require the Independent Third Party to adhere to our
food quality standards. In the event poor food quality results in any serious health violations, such as
mass food poisoning, results in harm to any of our students, our business, financial condition and

reputation could be materially and adversely affected.
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From time to time, our business partners and suppliers may have disputes with us or file claims of
breach of contract against us, which may harm our reputation and have a material and adverse
effect on our business, financial condition and results of operations.

We cooperate with a large number of enterprises and institutions in a variety of college-industry
collaboration programs, including joint curriculum design, student cultivation and practical training. In
addition, we collaborate with a university internationally, namely Cardiff Metropolitan University. We
also enter into contracts with logistics service providers, construction project contractors, maintenance
and renovation contractors, heating service providers, booksellers and teaching equipment suppliers. We
cannot assure you that disputes will not arise from these collaborations and contracts or that our business
partners and suppliers will not bring claims against us. Any such claims, regardless of whether they are
ultimately successful, could cause us to incur litigation costs, harm our business reputation and disrupt
our operations. Further, we cannot assure you that we will be able to defend against such claims
successfully. If any such claims against us were ultimately successful, we could be required to pay
damages, which could materially and adversely affect our business, financial condition and results of
operations.

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

The property valuation report set out in Appendix III to this prospectus with respect to the
appraised value of our properties are based on various assumptions, which are subjective and uncertain in
nature. The assumptions that Vincorn Consulting and Appraisal Limited used in the property valuation
report include: (i) the seller sells the property interests in the market without the benefit of a deferred
term contract, leaseback, joint venture, management agreement or any similar arrangement, which could
serve to affect the values of the property interests; (ii) no allowances have been made for any charges,
mortgages or amounts owing on the property interests, nor for any expenses or taxations which may be
incurred in effecting a sale; (iii) the property interests are free from encumbrances, restrictions and
outgoings of an onerous nature, which could affect the values of the property interests; and (iv) the owner
has free and uninterrupted rights to use the property interests for the whole of the unexpired term of the
land use rights. One or more of the aforementioned assumptions may be inaccurate. As a result, the
appraised value of our properties may not be its actual realizable value or a forecast of their realizable
value. In addition, unexpected changes to our properties and to the national and local economic
conditions may affect the value of these properties. Therefore, you should not place undue reliance on
such appraised value attributable to these properties by Vincorn Consulting and Appraisal Limited.

The construction of new buildings on our campus and addition of property, plant and equipment in
connection with our expansion strategies may result in an increase in depreciation costs which may
materially and adversely affect our business, financial condition and results of operations.

During the Track Record Period, we built significant additional facilities to improve our teaching
facilities, provide a better learning environment for our students and increase our College’s student
capacity. Our annual depreciation costs increased from RMB30.1 million for the year ended August 31,
2018 to RMB36.6 million for the year ended August 31, 2020. Our depreciation costs decreased from
RMB12.4 million for the four months ended December 31, 2019 to RMB12.0 million for the four months
ended December 31, 2020. In connection with our expansion strategy, we plan to initiate the construction
of Phase IV of our Beige campus which will include the construction of a teaching building, a library and
a gymnasium. We expect construction for this project to begin in the third quarter of 2021 and to be
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completed by the end of the first quarter of 2024. See “Business — Our Business Strategies — Increase
our College’s capacity and student body and improve the teaching and living environment by building
new facilities” for details.

In addition, we plan to expand our operation abroad by establishing a higher education institution
in California, the United States. See “History and Corporate Structure — School to be Established —
New school in California” for details. The establishment of such US-based higher education institution
may cause us to incur additional depreciation costs in relation to the additional property, plant and
equipment we will obtain.

Such increases in our depreciation costs could result in a decrease in our profit, and may materially
and adversely affect our business, financial condition and results of operations.

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

Unauthorized use of any of our intellectual property may occur and consequently affect our
business and reputation in a negative way. We rely on a combination of patents, copyrights, trademarks
and trade secrets laws to protect our intellectual property rights. However, using our best efforts, third
parties may obtain and use our intellectual property without due authorization and infringe our rights.
The practice of intellectual property rights enforcement action by Chinese regulatory authorities is in its
early stage of development and is subject to significant uncertainty. We may also need to resort to
litigation and other legal proceedings to enforce our intellectual property rights. This could result in
substantial cost, and require our management personnel to divert a substantial amount of their time and
energy to handle these situations. In addition, our business could be disrupted by any such infringement.
Despite our efforts, there is no assurance that we will be able to enforce our intellectual property rights
effectively or otherwise prevent third parties from unauthorized use. Failure to adequately protect our
intellectual property could have a material and adverse effect on our business, financial condition and
results of operations.

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

As of the Latest Practicable Date, we had not encountered any material claims for intellectual
property infringement. However, we cannot assure you that materials and other educational content used
in our College and programs do not or will not infringe intellectual property rights of third parties, and
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. Participation in such litigation and legal proceedings
may also cause us to incur substantial expenses and divert the time and attention of our management. We
may be required to pay damages or incur settlement expenses. In addition, in case we are required to pay
any royalties or enter into any licensing agreements with the owners of intellectual property rights, we
may find that the terms are not commercially acceptable and we may finally lose the ability to use the
related content or materials, which in turn could materially affect our educational programs. 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.
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Failure to make adequate contributions to various employee benefit plans as required by PRC
regulations may subject us to penalties.

Companies operating in the PRC are required to participate in various employee benefit plans
including pension insurance, unemployment insurance, medical insurance, work-related injury
insurance, maternity insurance and housing provident fund, and contribute to the plans in amounts equal
to certain percentages of salaries, including bonuses and allowances, of their employees up to a maximum
amount specified by the local government from time to time at locations where they operate their
businesses. During the Track Record Period, we did not pay housing provident fund in full for the
employees of our College as the payment basis of housing provident fund of such employees were not
determined with reference to the actual salary level of such employees as prescribed by the applicable
PRC laws and regulations. The aggregate amount of such unpaid housing provident fund contributions
was RMB2.9 million, RMB2.5 million, RMB1.9 million and RMB 1.5 million as of August 31,2018, 2019
and 2020 and December 31, 2020, respectively. As advised by our PRC Legal Advisors, pursuant to the
Regulations on Management of Housing Provident Fund ({ff )5 A 16 4% H & 1)), if we do not pay the
full amount of housing provident fund as required, the housing provident fund management center may
order us to make the payment outstanding within a stipulated period; if the payment is not made within
the stipulated period, an application may be made to the PRC courts for compulsory enforcement. In
addition, until August 2020, we did not make full contributions to social insurance scheme for the
employees of our College as the payment basis of social insurance contribution for such employees
before August 2020 were not determined with reference to the actual salary level as prescribed by the
applicable PRC laws and regulations. As of August 31, 2018, 2019 and 2020 and December 31, 2020, the
aggregate amount of unpaid social insurance contribution was RMB2.8 million, RMB2.0 million,
RMB2.3 million and RMB2.7 million, respectively. See “Business — Legal Proceedings and
Non-compliance” in this prospectus for further details. We cannot assure you that the relevant local
government authorities will not require us to pay the outstanding amount within a specified time limit or
impose late fees or fines on us, which may materially and adversely affect our financial condition and
results of operations.

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

On May 28, 2020, the National People’s Congress of the PRC enacted the Civil Code of the PRC
(CHPEE N RILANE R L H)) (the “Civil Code”), with an effective date of January 1, 2021. 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. The buildings that our College owns and occupies may be considered “public
welfare facilities” according to the Law for Promoting Private Education ({ R #FZ & 124 )), which
provides that private education is considered in the nature of “public welfare” in the PRC. It may be
interpreted that the Civil Code limits the prohibition on property mortgage only to non-profit private
schools. However, substantial uncertainties still exist regarding the interpretation and application of the
Civil Code after its effectiveness. If relevant PRC government authorities take a different view, these
properties may not be allowed to be pledged as collateral when our College enters into loan agreements
with banks. In such cases, our College’ s ability to obtain financing to fund its operations will be limited.
Even if collateral is meant to be created based on such properties under any loan agreement to be entered
into between our College and the potential lender, such pledge may not be valid or enforceable under the
laws and regulations of the PRC, as a result of which, our College’ s ability to obtain financing to fund
their operation is limited.
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Unauthorized disclosures or manipulation of student, teacher and other sensitive personal data,
whether through breach of our network security or otherwise, could expose us to litigation or could
adversely affect our reputation.

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

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

Our business could be materially and adversely affected by natural disasters, such as earthquakes,
floods, landslides, outbreaks of health epidemics such as avian influenza, severe acute respiratory
syndrome, or SARS, COVID-19, swine flu or HIN1 virus and Influenza A virus, such as HSN1 subtype
and H5N2 subtype flu viruses, as well as terrorist attacks, other acts of violence or war or social
instability in the region in which we operate or those generally affecting China. In particular, all of our
students are boarding students and our College provides on-campus accommodations to our teacher and
staff, the boarding environment makes our students, teachers and staff exceptionally vulnerable to
epidemics or pandemics, which may make it more difficult for us to take preventive measures if an
epidemic or pandemic were to occur. These events could also substantially impact our industry and, in the
recent past caused a delay to the opening of the school campuses for the spring semester of the 2019/2020
school year for our College. In addition, any of these events may cause material disruptions to our
operations, such as temporary closure of our school campuses, which in turn may materially and
adversely affect our business, financial condition and results of operations. If any of these events occur,
our College and facilities may suffer damages or be required to temporarily or permanently close and our
business operations may be suspended or terminated. Our students, teachers and staff may also be
negatively affected by such events. For instance, our operations could be further disrupted if any of our
students, teachers and staff were suspected of contacting a contagious disease, since this could require us
to quarantine some or all of our employees or students and disinfect the facilities used in our business
operations. Any of these could adversely affect the PRC economy and demographics of the affected
region, which could cause significant declines in the number of our students applying to or enrolled in our
College. If this takes place, our business, financial condition and results of operations could be materially
and adversely affected.

The unavailability of any favorable regulatory treatment, particularly government grants and
subsidies could adversely affect our business, financial condition and results of operations.

We enjoy certain favorable regulatory treatment, particularly government grants and subsidies,
which are offered primarily for the purpose of promoting the development of private higher education
institutions. For the three years ended August 31, 2018, 2019 and 2020 and the four months ended
December 31, 2020, we recorded government grants related to income in the total amount of RMBO0.7
million, RMBO.5 million, nil and RMB1.0 million, respectively. However, it is in the relevant government
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authorities’ sole and absolute discretion, subject to relevant PRC laws, to determine whether and when to
provide government grants and subsidies to us, if at all. We cannot assure you that we will be able to
receive government grants and subsidies in the future. Furthermore, any unexpected changes in the PRC
laws may result in uncertainty in the availability of government grants and subsidies or any other
favorable treatment to us. If we are unable to obtain or maintain government grants and subsidies or any
other favorable treatment in the future in the same amount or at all, our business operations, results of
operations, and cash flows could be adversely affected.

Our results of operations, financial condition and prospects may be adversely affected by our
financial assets at fair value through profit or loss due to the uncertainty of accounting estimates in
the fair value measurement using of significant observable inputs in the valuation technique.

During the Track Record Period, we invested in unlisted investments, which mainly included
financial products issued by licensed banks in the PRC. As of August 31, 2018, 2019 and 2020 and
December 31, 2020, our financial assets at fair value through profit or loss amounted to nil, RMB30.1
million, RMB311.7 million and RMB400.0 million, respectively.

The financial products are measured at fair value with significant observable inputs used in the
valuation techniques and the changes in their fair value are recorded as other income in our consolidated
statements of profit or loss, and therefore directly affects our profit for the year and our results of
operations.

We did not incur any fair value losses for financial assets at fair value through profit or loss during
the Track Record Period. However, we cannot assure you that we will not incur any such fair value losses
in the future. If we incur such fair value losses, our results of operations, financial condition and
prospects may be adversely affected.

RISKS RELATING TO OUR CONTRACTUAL ARRANGEMENTS

The PRC government may find that the Contractual Arrangements do not comply with applicable
PRC laws and regulations, which may subject us to severe penalties and our business may be
materially and adversely affected.

We entered into a series of agreements in which our wholly-owned subsidiary, Shanxi WFOE,
receives economic benefits from our PRC Affiliated Entities pursuant to relevant clauses under the
agreements. See “Contractual Arrangements” in this prospectus for more information.

Foreign investment in the education industry in the PRC is extensively regulated and subject to
numerous restrictions. Under the Negative List, higher education is a restricted industry for foreign
investors, and foreign investors are only allowed to invest in the higher education industry 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 (B SEN A5 R W& A A HCE S A R E R R Eﬁﬁ%ﬁ>), which was
issued by the MOE on June 18, 2012, the foreign portion of the total investment in a Sino-foreign joint
venture educational institution should be below 50%. According to relevant regulations, the foreign
investors invested in higher education must be foreign education institutions, with relevant qualifications
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and experience. See “Regulatory Overview” in this prospectus for more information. Although foreign
investment in the higher education is not prohibited, we are still ineligible to operate higher education
institution by the way of share control. See “Contractual Arrangements — Background of the Contractual
Arrangements” in this prospectus for further information. Accordingly, we have been and are expected to
continue to be dependent on the Contractual Arrangements to operate our education business.

If the Contractual Arrangements that establish the structure for operating our China business are
found to be in violation of any PRC laws or regulations in the future or fail to obtain or maintain any of
the required permits or approvals, the relevant PRC regulatory authorities, including the MOE, which

regulates the education industry, would have broad discretion in dealing with such violations, including:

° revoking the business and operating licenses of our PRC Affiliated Entities;

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

° imposing fines or other requirements with which we or our PRC Affiliated Entities may not
be able to comply;

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

° imposing additional conditions or requirements with which we may not be able to comply;
or
° restricting the use of proceeds from our additional public offering or financing to finance

our business and operations in China.

If any of the above penalties are imposed on us, our business, financial condition and results of

operations may be materially and adversely affected.

Substantial uncertainties exist with respect to the interpretation and implementation of the Foreign
Investment Law and how it may impact the viability of our current corporate structure, corporate
governance and business operations.

The National People’s Congress promulgated the Foreign Investment Law ({713 A R L0551 75
# %?‘72% on March 15, 2019, which took effect on January 1, 2020. Under the Foreign Investment Law,
foreign investment is defined as any investment activity directly or indirectly carried out in the PRC by
one or more foreign natural persons, enterprises or other organizations (“Foreign Investor(s)”), and
specifically stipulates certain forms of investment activities which constitute foreign investment, namely,
(a) establishment of a foreign invested enterprise in the PRC by a Foreign Investor, either individually or
collectively with any other investor, (b) obtaining shares, equities, assets interests or any other similar
rights or interests of an enterprise in the PRC by a Foreign Investor; (c) investment in any new
construction project in the PRC by a Foreign Investor, either individually or collectively with any other
investor, and (d) investment in any other manners stipulated under laws, administrative regulations or
provisions prescribed by the State Council.
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Conducting operations through contractual arrangements has been adopted by many PRC-based
companies, including us, to obtain and maintain required or necessary licenses and permits in the
industries that foreign investment is currently restricted or prohibited in China. While the Foreign
Investment Law does not explicitly stipulate that contractual arrangements is a form of foreign
investment, it is possible that contractual arrangements will be recognized as foreign investment under
the limb of “investment in any other manners stipulated under laws, administrative regulations or
provisions prescribed by the State Council” or the State Council may prescribe new laws, administration
regulations or provisions to provide for the same. Whether the Contractual Arrangements will be found or
deemed to be in violation of the foreign investment access requirements and how the Contractual
Arrangements will be handled in such scenarios are uncertain.

In the extreme case scenario, we may be required to unwind the Contractual Arrangements and/or
dispose of our PRC Affiliated Entities, which could have a material and adverse effect on our business,
financial condition and result of operations. If, in the Stock Exchange’s view, our Company no longer has
a sustainable business after the aforementioned unwinding of the Contractual Arrangements or disposal
or such measures are not complied with, the Stock Exchange may take enforcement actions against us
which may have a material adverse effect on the trading of our Shares or even result in delisting of our
Company. For details of the Foreign Investment Law and the Negative List and its potential impact on our
Company, please see “Contractual Arrangements — Development in the PRC Legislation on Foreign
Investment” in this prospectus.

Therefore, there are significant uncertainties in relation to the interpretation and implementation
of the Foreign Investment Law and its impact to our Contractual Arrangements and our business,
financial condition and results of operations.

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

We have relied and expect to continue to rely on the Contractual Arrangements to operate our
education business in China. For a description of these Contractual Arrangements, see “Contractual
Arrangements” in this prospectus for details. Relying on these Contractual Arrangements may not be as
effective in providing us with control over our PRC Affiliated Entities as equity ownership. If we had
direct ownership of the school sponsor’s interest and/or the equity interest in our PRC Affiliated Entities,
we would be able to exercise our rights as a direct or indirect holder of the school sponsor’s interest
and/or the equity interest in our PRC Affiliated Entities to effect changes in the board of directors of our
PRC Affiliated Entities, which in turn could change the management. However, as these Contractual
Arrangements stand now, if our PRC Affiliated Entities or the Registered Shareholders breach or fail to
perform their respective obligations under these Contractual Arrangements, we cannot exercise the
school sponsor’s rights and 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
everyday business operations, we will be unable to maintain effective control over the operations of our
PRC Affiliated Entities. If we were to lose effective control over our PRC Affiliated Entities, certain
negative consequences would result, including our inability to consolidate the financial results of our
PRC Affiliated Entities with our financial results. Given that revenue from our PRC Affiliated Entities
constitute all of the total revenue in our consolidated financial statements during the Track Record
Period, our financial position would be materially and adversely impacted if we were to lose effective
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control over our PRC Affiliated Entities. In addition, losing effective control over our PRC Affiliated
Entities may negatively impact our operational efficiency and brand image. Further, losing effective
control over our PRC Affiliated Entities may impair our access to their cash flow from operations, which
may reduce our liquidity.

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

Our control over our PRC Affiliated Entities is based upon the Contractual Arrangements with our
PRC Affiliated Entities, the Registered Shareholders and the directors of our College as appointed by our
School Sponsor. Our School Sponsor is the direct holder of our school sponsor’s interest in our College.
The Registered Shareholders are the shareholders of Shanxi Tongcai and also beneficial owners of our
Company. Our School Sponsor or the Registered Shareholders may potentially have conflicts of interest
with us and breach their contracts or undertakings with us if it would further their own interest or if they
otherwise act in bad faith. We cannot assure you that when conflicts of interest arise between us on the
one hand, and our PRC Affiliated Entities on the other hand, the Registered Shareholders will act
completely in our interest or that the conflicts of interest will be resolved in our favor. In the event that
such conflict of interest cannot be resolved in our favor, we would have to rely on legal proceedings
which could result in disruption to our business and we are subject to any uncertainty as to the outcome
of such legal proceedings. If we are unable to resolve such conflicts, including if our PRC Affiliated
Entities or the Registered Shareholders breached their contracts or undertakings with us and as a result or
otherwise we are subject to claims from third parties, our business, financial condition and operations
could be materially and adversely affected.

We may not be able to meet the Qualification Requirement.

Pursuant to the Negative List and the Sino-Foreign Regulation, the foreign investor in a
Sino-foreign joint venture higher education, institution must be a foreign educational institution with
relevant qualification that provides high quality education (the “Qualification Requirement”), holds
less than 50% of the capital