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IMPORTANT: If you are in any doubt about any of the contents of this prospectus, you should obtain independent professional advice.
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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 on Display” in Appendix V
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 of the other documents referred to above.

The Offer Price is expected to be fixed by agreement among the Joint Overall Coordinators (for themselves and on behalf of the Underwriters) and our Company on or
before Friday, December 30, 2022 or such later time as may be agreed between the parties, but in any event, no later than Friday, January 6, 2023. Applicants for Hong Kong
Offer Shares are required to pay, on application, the maximum Offer Price of HK$9.90 for each Hong Kong Offer Share together with brokerage of 1.0%, SFC transaction
levy of 0.0027%, AFRC transaction levy of 0.00015% and Stock Exchange trading fee of 0.00565%, subject to refund if the Offer Price is lower than HK$9.90. If, for any
reason, the Joint Overall Coordinators (for themselves and on behalf of the Underwriters) and our Company are unable to reach an agreement on the Offer Price by Friday,
January 6, 2023, the Global Offering will not become unconditional and will lapse immediately. The Offer Price will be not more than HK$9.90 per Share and is expected to
be not less than HK$9.50 per Share.

The Joint Overall Coordinators (for themselves and on behalf of the Underwriters), may, with the consent of our Company, reduce the number of Offer Shares
and/or the indicative Offer Price range stated in this prospectus at any time prior to the morning of the last date for lodging applications under the Hong Kong
Public Offering. In such a case, notices of the reduction in the number of Hong Kong Offer Shares and/or the indicative Offer Price range will be published on the
websites of the Stock Exchange at www.hkexnews.hk and our Company at www.fenbi.com as soon as practicable but in any event not later than the morning of the
day which is the last day for lodging applications under the Hong Kong Public Offering. For further information, see “Structure of the Global Offering” and “How
to Apply for Hong Kong Offer Shares” in this prospectus.

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

The obligations of the Hong Kong Underwriters under the Hong Kong Underwriting Agreement to subscribe for, and to procure applicants for the subscription for, the Hong
Kong Offer Shares, are subject to termination by the Joint Sponsors and the Joint Overall Coordinators (for themselves and on behalf of the Hong Kong Underwriters), if
certain grounds arise prior to 8:00 a.m. on the Listing Date. Further details of such grounds are set out in “Underwriting — Underwriting Arrangements and Expenses —
Hong Kong Public Offering — Grounds for Termination.” It is important that you refer to that section for further details.

The Offer Shares have not been and will not be registered under the U.S. Securities Act or any state securities laws in the United States, and may not be offered,
sold, pledged or transferred within the United States or to, or for the account or benefit of U.S. persons (as defined in Regulation S), except pursuant to an
exemption from, or in a transaction not subject to, the registration requirements of the U.S. Securities Act. The Offer Shares are being offered, sold or delivered
outside of the United States in offshore transactions in reliance on Regulation S.

ATTENTION

We have adopted a fully electronic application process for the Hong Kong Public Offering. We will not provide printed copies of this document or printed
copies of any application forms to the public in relation to the Hong Kong Public Offering.

This prospectus is available at the website of the Stock Exchange at www.hkexnews.hk and our website at www.fenbi.com.

If you require a printed copy of this document, you may download and print from the website addresses above.
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IMPORTANT NOTICE TO INVESTORS:
FULLY ELECTRONIC APPLICATION PROCESS

We have adopted a fully electronic application process for the Hong Kong Public Offering. We will not provide
printed copies of this document or printed copies of any application forms to the public in relation to the Hong Kong
Public Offering.

This document is available at the website of the Stock Exchange at www.hkexnews.hk under the “HKEXnews >
New Listings > New Listing Information” section, and our website at www.fenbi.com. If you require a printed
copy of this prospectus, you may download and print from the website addresses above.

To apply for the Hong Kong Offer Shares, you may:
(1)  apply online through the White Form eIPO service at www.eipo.com.hk; or

(2)  apply through CCASS eIPO service to electronically cause HKSCC Nominees to apply on your behalf,
including by:
i instructing your broker or custodian who is a CCASS Clearing Participant or a CCASS Custodian
Participant to give electronic application instructions via CCASS terminals to apply for the Hong
Kong Offer Shares on your behalf; or

ii. (if you are an existing CCASS Investor Participant) giving electronic application instructions
through the CCASS Internet System (https://ip.ccass.com) or through the CCASS Phone System
(using the procedures in HKSCC’s “An Operating Guide for Investor Participants” in effect from
time to time). HKSCC can also input electronic application instructions for CCASS Investor
Participants through HKSCC’s Customer Service Centre by completing an input request.

We will not provide any physical channels to accept any application for the Hong Kong Offer Shares by the
public. The contents of the electronic version of this document are identical to the printed document as registered with
the Registrar of Companies in Hong Kong pursuant to Section 342C of the Companies (Winding Up and
Miscellaneous Provisions) Ordinance.

If you are an intermediary, broker or agent, please remind your customers, clients or principals, as applicable,
that this document is available online at the website addresses above.

Please refer to “How to apply for Hong Kong Offer Shares” for further details of the procedures through which
you can apply for the Hong Kong Offer Shares electronically.

Your application must be for a minimum of 500 Hong Kong Offer Shares and in one of the numbers set out in the
table. You are required to pay the amount next to the number you select.

No. of Hong No. of Hong No. of Hong No. of Hong
Kong Offer Kong Offer Kong Offer Kong Offer
Shares applied ~ Amount payable  Shares applied =~ Amount payable  Shares applied = Amount payable  Shares applied  Amount payable
for on application for on application for on application for on application
HKS$ HK$ HK$ HK$
500 4,999.92 7,000 69,998.89 50,000 499,992.08 400,000 3,999,936.60
1,000 9,999.84 8,000 79,998.73 60,000 599,990.49 450,000 4,499,928.68
1,500 14,999.76 9,000 89,998.57 70,000 699,988.90 500,000 4,999,920.76
2,000 19,999.68 10,000 99,998.41 80,000 799,987.32 600,000 5,999,904.90
2,500 24,999.61 15,000 149,997.62 90,000 899,985.74 700,000 6,999,889.06
3,000 29,999.52 20,000 199,996.84 100,000 999,984.16 800,000 7,999,873.20
3,500 34,999.45 25,000 249,996.03 150,000 1,499,976.23 900,000 8,999,857.36
4,000 39,999.37 30,000 299,995.25 200,000 1,999,968.30 1,000,000 9,999,841.50
4,500 44,999.29 35,000 349,994.46 250,000 2,499,960.38
5,000 49,999.21 40,000 399,993.65 300,000 2,999,952.46
6,000 59,999.05 45,000 449,992.87 350,000 3,499,944.53

(1)  Maximum number of Hong Kong Offer Shares you may apply for.

No application for any other number of Hong Kong Offer Shares will be considered and any such
application is liable to be rejected.



EXPECTED TIMETABLE

If there is any change in the following expected timetable, we will issue an announcement on
the respective websites of the Company at www.fenbi.com'® and the Stock Exchange at
www.hkexnews.hk.

Date™”

Hong Kong Public Offering commences. .. ........... .. .. . ... . 9:00 a.m. on
Friday, December 23, 2022

Latest time for completing electronic applications
under White Form eIPO service through the
designated website www.eipo.com.hk'® . . ... ... ... L 11:30 a.m. on
Friday, December 30, 2022

Application lists open'™®. . ... L 11:45 a.m. on
Friday, December 30, 2022

Latest time for (a) completing payment for
White Form eIPO applications by effecting internet
banking transfer(s) or PPS payment transfer(s)
and (b) giving electronic application instructions to HKSCC™ . .. ... ... ... .. .. 12:00 noon on
Friday, December 30, 2022

If you are instructing your broker or custodian who is a CCASS Clearing Participant or a
CCASS Custodian Participant to give electronic application instructions via CCASS terminals to
apply for the Hong Kong Offer Shares on your behalf, you are advised to contact your broker or
custodian for the latest time for giving such instructions which may be different from the latest time as
stated above.

Application lists close®™ . .. ... .. ... ... 12:00 noon on
Friday, December 30, 2022

Expected Price Determination Date'™ . .. ... ... ... ............... Friday, December 30, 2022

Announcement of the Offer Price, the level of
indications of interest in the International Offering,
the level of applications in the Hong Kong Public
Offering and the basis of allocation of the Hong Kong
Offer Shares on our website at www.fenbi.com® and
the website of the Stock Exchange at
www.hkexnews.hk on or before. . . ... ... .. .. . . . . .. . .. .. Friday, January 6, 2023

The 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, including:

e in the announcement to be posted on our website
and the website of the Stock Exchange at www.fenbi.com
www.hkexnews.hk, respectively . . ......... ... ... ... ... ... ..., Friday, January 6, 2023
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EXPECTED TIMETABLE

from the designated results of allocations website

at www.iporesults.com.hk (alternatively: English
https://www.eipo.com.hk/en/Allotment; Chinese

https://www.eipo.com.hk/zh-hk/Allotment) with a “search by
ID” function from . . ... ... ... 8:00 a.m. on
Friday, January 6, 2023 to
12:00 midnight on
Thursday, January 12, 2023

from the allocation results telephone enquiry
by calling +852 2862 8555 between
9:00 am. and 6:00 p.m. ON. . . .. ..ot Friday, January 6, 2023
Monday, January 9, 2023
Tuesday, January 10, 2023
Wednesday, January 11, 2023

Share certificates in respect of wholly or partially
successful applications to be dispatched/collected or
deposited into CCASS on or before™® .. ... ... ... .. ... ... ... .. .. Friday, January 6, 2023

White Form e-Refund payment instructions/refund
cheques in respect of wholly or partially successful
applications (if applicable) or wholly or
partially unsuccessful applications to be
dispatched/collected on or before®™®® . . . .. ... ... .. . Friday, January 6, 2023

Dealings in the Shares on the Stock
Exchange expected tO COMMENCE . . . . . ..ottt ittt e e et at 9:00 a.m. on

(1)
(2)

(3)

4)

(5)

(6)
(N

Monday, January 9, 2023

All times refer to Hong Kong local time, except as otherwise stated.

You will not be permitted to submit your application through the designated website at www.eipo.com.hk after 11:30 a.m.
on the last day for submitting applications. If you have already submitted your application and obtained an application
reference number from the designated website at or before 11:30 a.m., you will be permitted to continue the application
process (by completing payment of application monies) until 12:00 noon on the last day for submitting applications, when
the application lists close.

If there is/are a tropical cyclone warning signal number 8 or above, a “black” rainstorm warning and/or Extreme
Conditions in force in Hong Kong at any time between 9:00 a.m. and 12:00 noon on Friday, December 30, 2022, the
application lists will not open or close on that day. See “How to Apply for Hong Kong Offer Shares — C. Effect of Bad
Weather and Extreme Conditions on the Opening and Closing of the Application Lists.”

Applicants who apply for Hong Kong Offer Shares by giving electronic application instructions to HKSCC via CCASS
or instructing your broker or custodian to apply on your behalf via CCASS should refer to “How to Apply for Hong
Kong Offer Shares — A. Applications for Hong Kong Offer Shares — 6. Applying through CCASS EIPO Service.”

The Price Determination Date is expected to be on or around Friday, December 30, 2022 and, in any event, not later than
Friday, January 6, 2023. If, for any reason, the Offer Price is not agreed between the Company and the Joint Overall
Coordinators (for themselves and on behalf of the Underwriters) by Friday, January 6, 2023, the Global Offering will not
proceed and will lapse.

None of the website or any of the information contained on the website forms part of this prospectus.

Share certificates will only become valid at 8:00 a.m. on the Listing Date provided that the Global Offering has become
unconditional and the right of termination described in “Underwriting — Underwriting Arrangements and Expenses —
Hong Kong Public Offering — Grounds for Termination” has not been exercised. Investors who trade Shares on the basis
of publicly available allocation details or prior to the receipt of Share certificates or the Share certificates becoming valid
do so entirely at their own risk.

— 11 =



EXPECTED TIMETABLE

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

9) Applicants who have applied on White Form eIPO for 1,000,000 or more Hong Kong Offer Shares may collect any
refund cheques (where applicable) and/or Share certificates in person from our Hong Kong Share Registrar,
Computershare Hong Kong Investor Services Limited at Shops 1712-1716, 17th Floor, Hopewell Centre, 183 Queen’s
Road East, Wanchai, Hong Kong from 9:00 a.m. to 1:00 p.m. on Friday, January 6, 2023 or such other date as notified by
us as the date of dispatch/collection of Share certificates/e-Refund payment instructions/refund cheques. Applicants being
individuals who are eligible for personal collection may not authorise any other person to collect on their behalf.
Individuals must produce evidence of identity acceptable to our Hong Kong Share Registrar at the time of collection.

Applicants who have applied for Hong Kong Offer Shares through CCASS EIPO service should refer to “How to Apply
for Hong Kong Offer Shares — G. Despatch/Collection of Share Certificates/e-Refund Payment Instructions/Refund
Cheques — Personal Collection — If you apply through CCASS EIPO service” for details.

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

Share certificates and/or refund cheques for applicants who have applied for less than 1,000,000 Hong Kong Offer Shares
and any uncollected Share certificates and/or refund cheques will be dispatched by ordinary post, at the applicants’ risk, to
the addresses specified in the relevant applications.

Further information is set out in “How to Apply for Hong Kong Offer Shares — F. Refund of Application Monies” and
“How to Apply for Hong Kong Offer Shares — G. Despatch/Collection of Share Certificates/e-Refund Payment
Instructions/Refund Cheques.”

If the Global Offering does not become unconditional or is terminated in accordance with its
terms, the Global Offering will not proceed. In such a case, we will make an announcement as soon as
practicable thereafter.
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SUMMARY

This summary aims to give you an overview of the information contained in this prospectus
and should be read in conjunction with the full text of this prospectus. Since this is a summary, it
does not contain all the information that may be important to you. You should read the whole
prospectus, including our financial statements and the accompanying notes, before you decide to
invest in the Offer Shares. There are risks associated with any investment. Some of the particular
risks of investing in the Offer Shares are set forth in “Risk Factors.” You should read that section
carefully before you decide to invest in the Offer Shares.

OVERVIEW

We are a non-formal vocational education and training (“VET”) service provider in China,
dedicated to making high-quality non-formal VET services accessible through technology. We primarily
provide a comprehensive suite of recruitment and qualification examination tutoring courses for adult
students pursuing careers in government-sponsored institutions and a number of professions and
industries. We help college graduates excel in the competitive selection process administered by
governmental institutions, and help professionals obtain the relevant qualifications. Most importantly,
we help our students advance their personal development and fulfill their own potentials. Leveraging
our high-quality tutoring services, comprehensive course offerings, and student-centric teaching
philosophy, we have successfully established “Fenbi” amid the most recognized brands in China’s
career test preparation industry.

We have cultivated a comprehensive portfolio of career test preparation products and services that
generate significant synergies. We have developed high-quality online tutoring courses in live or
pre-recorded format, supplemented by online self-learning materials and toolkits, which allowed us to
quickly establish our online presence and build a trusted brand image among our users. We launched
our offline classroom-based tutoring on a large-scale basis in May 2020 to expand our addressable
market and serve a broader student base by accommodating their diversified learning habits. Leveraging
our large user base and strong reputation accumulated from our online business, we are able to identify
and convert users with offline education needs to offline enrollments, which allows us to expand our
offline operations rapidly and effectively. Approximately 67.5% of all students who paid for our offline
courses in 2021 were converted from students who had previously paid for our online offerings, and
since their purchase of our offline courses and up to June 30, 2022, approximately 71.0% of such
converted students had continued to pay for our online offerings. We have also established a centralized
operational system to ensure online-merge-offline (“OMQO”) synergy and operational efficiency. As of
June 30, 2022, we had established an extensive offline network of local operational hubs covering over
220 cities across 31 provinces, autonomous regions and municipalities in China.

We offer effective learning experience and outcomes, which rests on our high-caliber teaching
staff and systematic content development mechanism. We had a devoted team of 3,796 instructors as of
June 30, 2022, substantially all of whom had a bachelor’s degree or above. Our instructors are capable
of hosting high-quality live lectures for over 100,000 students in one class. Firsthand teaching
experience is also critical for our high-quality content development as it allows us to react to the
evolving market demands and the differentiated learning patterns. We have developed substantially all
the content on our platform in-house, and most of our content development specialists routinely
participate in frontline teaching activities. As a result, we are able to formulate well-designed curricula
and learning materials to facilitate an effective learning experience for students. Furthermore, the
abundant teaching experience of our content development team, combined with our robust big data
analytics, forms a solid foundation for us to continuously refine our course materials and teaching
techniques.

We believe we have prompted the intelligent development of China’s career test preparation
industry through a series of initiatives, including the launch of a comprehensive online training mobile
app in December 2013; the provision of systematic civil servants examination tutoring services through
online channels in September 2014; the in-house development of an RTC video system in December
2014; the launch of a comprehensive online question bank in June 2015; and the adoption of multiple
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advanced technology applications, such as the grade prediction, the automated essay grading, the
large-scale online mock examination system, the intelligent content recommendation and the
photo-based question search engine with a full subject coverage.

During the Track Record Period, we generated revenue primarily from the provision of tutoring
services, and to a lesser extent, from the sales of in-house developed textbooks and learning materials.
Our revenue increased by 83.7% from RMB1,160.3 million in 2019 to RMB2,132.1 million in 2020,
and further increased by 60.8% to RMB3,428.6 million in 2021. We generated revenue of RMB1,451.0
million in the six months ended June 30, 2022. We recorded net profit of RMB154.1 million in 2019,
and net loss of RMB484.5 million, RMB2,046.0 million and RMB391.8 million in 2020, 2021 and the
six months ended June 30, 2022, respectively, primarily due to the rapid expansion of our
classroom-based tutoring business that had not yielded the expected results. We recorded adjusted net
profit (non-IFRS measure) of RMB175.2 million in 2019, adjusted net loss (non-IFRS measure) of
RMB362.8 million and RMB822.4 million in 2020 and 2021, respectively, and adjusted net profit
(non-IFRS measure) of RMB95.6 million in the six months ended June 30, 2022. See “Financial
Information — Non-IFRS Measure” for a reconciliation of our profit/loss for the year/period to adjusted
net profit/loss (non-IFRS measure).

MARKET OPPORTUNITY

VET can improve a job-seeker’s chances of securing his or her intended jobs as competition in
China’s job market has become increasingly intensified in recent years. In 2021, there were 10.8
million graduates of higher education in China, according to the F&S Report. As such, an increasing
number of job-seekers seek to improve their competitiveness and increase their chances of attaining
preferred job positions through high-quality tutoring services. Moreover, recent favorable governmental
policies, such as the Opinions on Promoting the High-quality Development of Modern Vocational
Education and Training (BRMEBBABELR T R E 2 RAME ) jointly released by the General
Office of the CPC Central Committee and the General Office of the State Council, aim to facilitate the
orderly development of China’s VET industry. According to the F&S Report, China’s non-formal VET
industry, in terms of revenue, is expected to increase from RMB221.5 billion in 2021 to RMB331.7
billion in 2026 at a CAGR of 8.4%.

China’s non-formal VET consists of career test preparation and vocational skill training. In
addition to favorable governmental policies and intensified competition, China’s career test preparation
industry has been, and will continue to be, driven by technological innovation, service upgrade and
OMO integration. According to the F&S Report, the market size, in terms of revenue, increased from
RMB32.5 billion in 2016 to RMB69.1 billion in 2021 at a CAGR of 16.3% and is expected to reach
RMB110.2 billion in 2026 at a CAGR of 9.8% from 2021 to 2026. The unique student enrollments of
China’s career test preparation industry increased from 9.1 million in 2016 to 16.2 million in 2021 at a
CAGR of 12.2% and are expected to reach 22.4 million in 2026 at a CAGR of 6.7% from 2021 to 2026,
according to the same source. As such, we believe we are well-positioned to capture the enormous
market opportunities.

COMPETITIVE STRENGTHS

We believe the following competitive strengths have contributed to our success and differentiated
us from our competitors: (1) leading career test preparation service provider in China with trusted
brand; (2) leading online platform for career test preparation with a massive user base; (3) scalable and
synergistic business model featuring highly innovative OMO integration; (4) effective learning
experience rooted in strong content development capability and high-caliber teaching staff; (5)
operational excellence empowered by technologies and data analytics; and (6) seasoned management
team.
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GROWTH STRATEGIES

We intend to pursue the following key strategies to grow our business sustainably and maintain
our market leadership: (1) continue to strengthen our reputation by enhancing teaching and service
quality; (2) enrich course offerings and explore innovative course delivery modes; (3) strengthen our
technologies and data analytics capability; and (4) pursue strategic alliances, investments and
acquisitions.

KEY OPERATING AND FINANCIAL METRICS

The following table sets forth a breakdown of the paying users of our tutoring services and the
average revenue per paying user for the periods indicated.

Year ended December 31, Six months ended June 30,
2019 2020 2021 2021 2022
Number of paying users:
Online tutoring services
Existing paying users” . . ... .. .. 775,965 1,166,908 1,493,444 1,185,534 1,092,657
New paying users® . .. ... ... .. 1,338,731 1,967,488 2,261,906 1,200,582 951,065
Subtotal. . .. ...... ... ...... 2,114,696 3,134,396 3,755,350 2,386,116 2,043,722
Classroom-based tutoring services
Existing paying users'" . . . ... ... 32,825 189,892 261,698 219,837 97,986
New paying users® . ... ... .. .. 21,511 202,105 220,673 149,418 44,968
Subtotal. . . ....... ... .. ..., 54,336 391,997 482,371 369,255 142,954
Average revenue per paying user:
Online tutoring services (RMB). . . . . . 311 315 372 284 351
Classroom-based tutoring services
(RMB). . . ... ... . . 6,523 2,261 3,353 2,723 3,662

(1) Refer to paying users who had also purchased our tutoring courses and/or learning products in previous periods.

(2) Refer to paying users who purchased our tutoring courses and/or learning products for the first time in the period
indicated.

For online tutoring services, the number of new paying users in the six months ended June 30,
2022 was slightly fewer than the number of existing paying users, primarily because we reduced the
offering of our online promotional courses and focused more on converting paid enrollments for our
online formal courses. For classroom-based tutoring services, the number of new paying users in 2020
was higher than the number of existing paying users, primarily due to the launch of our
classroom-based tutoring services on a large-scale basis in May 2020. In 2021 and the six months ended
June 30, 2022, the number of new paying users was fewer than the number of existing paying users, as
a large portion of the paying users for our classroom-based tutoring services were converted from
paying users who had previously purchased our online service offerings. In 2019, 2020, 2021 and the
six months ended June 30, 2022, 46,510, 293,518, 325,713 and 98,305 paying users for our offline
courses, respectively, representing approximately 85.6%, 74.9%, 67.5% and 68.8% of all paying users
for our offline courses, respectively, were converted from paying users who had previously paid for our
online offerings in the same or previous periods; and 4,078, 34,509, 80,211 and 41,490 paying users for
our online offerings, respectively, representing approximately 0.2%, 1.1%, 2.1% and 2.0% of all paying
users for our online offerings, respectively, were converted from paying users who had previously paid
for our offline courses in the same or previous periods.
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The following table sets forth the number of our full-time instructors as of the dates indicated.

As of December 31, As of June 30,
2019 2020 2021 2021 2022
Number of instructors:
Online tutoring courses . . . 114 2,665 2,502 2,908 2,649
Classroom-based tutoring
COUISES . . . v v v e .. 602 3,887 2,018 4,368 1,147
Total .. .............. 716 6,552 4,520 7,276 3,796

The number of instructors increased significantly from 716 as of December 31, 2019 to 6,552 as
of December 31, 2020 and further to 7,276 as of June 30, 2021 as a result of our offline expansion,
launch of premium courses and business growth efforts. The number of our instructors decreased from
7,276 as of June 30, 2021 to 4,520 as of December 31, 2021 and further to 3,796 as of June 30, 2022,
as we optimized our employee structure in 2021 and the first half of 2022 in an effort to improve our
operational efficiency and profitability.

REFUND POLICIES

We may allow refund of course fees in instances of withdrawal from all types of classes prior to
the class start date or during the span of the courses. The refund is proportional to the undelivered
classes and services. We also refund the fees related to the accompanying textbooks and learning
materials if they remain unused at the time of the withdrawal after deducting delivery fees.

In addition, the course fees for contractual classes are partially or fully refundable if the students
complete the classes but fail to pass the examinations as specified in our agreement. As such, we
initially record a certain percentage of the contractual class course fees and non-contractual class course
fees as refund liabilities based on the estimated refund rate respectively, taking into consideration the
historical refund level. We initially record the remaining course fees as contract liabilities, which are
subsequently recognized as revenue over the relevant service periods. See “Financial Information —
Critical Accounting Policies, Judgments and Estimates — Revenue Recognition” and “Risk Factors —
Risks Relating to Our Business and Industry — We recognize variable consideration received for our
contractual and non-contractual classes in relation to certain course subjects based on our reasonable
estimates of the expected refund rates, which brings uncertainty to our revenue recognition and may
have a negative impact on our results of operations and financial condition.”

Starting from 2020, we began to offer postpaid contractual classes to attract an enlarging student
base of different spending powers. Students purchasing our postpaid contractual classes are allowed to
withhold a portion of the course fees and are obligated to make the payment only upon passing the
relevant examinations. We record a certain percentage of the course fees to be collected for postpaid
contractual classes as contract assets based on the estimated passage rates and the service progress. See
“Financial Information — Discussion of Major Balance Sheet Items — Contract Assets.”

Additionally, students who purchased our “challenge exercise” product and achieved the target
score within a prescribed period are eligible for a partial or full refund of the purchase price.
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The following chart illustrates the simplified service and refund process of our tutoring services.

Online order placement and payment

I

Online learning products Online/Offline courses

Challenge exercise

Failure
) . Pass Failure
Conclusion of services

‘ Full/Partial refund ‘

Non-contractual Contractual Withdrawal
classes

Conclusion of services

classes

Membership package

Examination taking Proportional refund ‘

Conclusion of services Achieve the target score

Full/Partial refund ‘

Conclusion of services

The paid enrollments of our contractual classes were 35,200, 154,400, 276,000, 191,800 and
85,600 in 2019, 2020, 2021 and the six months ended June 30, 2021 and 2022, respectively, and
revenue generated from our contractual classes was RMB218.1 million, RMB449.8 million,
RMB1,044.8 million, RMB598.3 million and RMB362.1 million, respectively, in the same periods. See
“Business — Our Tutoring Services — Course Fees and Refund Policies.” The following table sets
forth the revenue of our tutoring courses by course type for the periods indicated.

Year ended December 31, Six months ended June 30,
2019 2020 2021 2021 2022
(RMB in thousands)
(Unaudited)

Contractual classes

Online . ..................... 37,889 69,608 124,483 69,130 67,895
Classroom-based . . .. ............ 180,188 380,175 920,356 529,166 294,250
Subtotal . . .. ................. 218,077 449,783 1,044,839 598,296 362,145
Non-contractual classes

Online ...................... 560,391 756,419 1,124,729 520,571 561,142
Classroom-based . . ... ........... 174,259 506,325 696,974 476,298 229,284
Subtotal . . . ......... ... ... ... 734,650 1,262,744 1,821,703 996,869 790,426
Total . .. .................... 952,727 1,712,527 2,866,542 1,595,165 1,152,571

The following table sets forth the refund rates for our contractual and non-contractual classes and
the total refund rates by nature in terms of course fee collected, as calculated by dividing the amount of
course fees refunded in a given period by the amount of course fees collected in the same period,
during the Track Record Period.

Non-contractual

classes Contractual classes Total

For the year ended December 31, 2019
Overall refundrate . . . . ............ 1.5% 33.7% 15.9%
Withdrawal refund rate . .......... 1.5% 10.0% 4.7%
No-pass refund rate . . .. .......... — 23.7% 9.3%

For the year ended December 31, 2020
Overall refundrate . . . . ............ 3.5% 50.0% 31.3%
Withdrawal refund rate . .......... 3.5% 14.9% 9.5%
No-pass refund rate . . .. .......... — 35.1% 19.4%



SUMMARY

Non-contractual

classes Contractual classes Total
For the year ended December 31, 2021
Overall refund rate . . .. ............ 3.6% 73.3% 47.7%
Withdrawal refund rate . .......... 3.6% 14.8% 10.4%
No-pass refund rate . . .. .......... — 58.5% 36.0%
For the six months ended June 30,
2022
Overall refund rate . . .. ............ 4.2% 63.9% 33.2%
Withdrawal refund rate . .......... 4.2% 18.9% 10.4%
No-pass refund rate . . .. .......... — 45.0% 20.0%

The following table sets forth the overall refund rates for our online and classroom-based tutoring
services for the periods indicated.

Six months
Year ended December 31, ended June 30,
2019 2020 2021 2022
Online tutoring services ........ 9.4% 19.2% 18.4% 21.1%
Classroom-based tutoring services . 28.6% 37.7% 62.0% 47.6%

The number of refund requests and the amount of refunds for a certain period could be affected by
a number of factors, many of which are beyond our control, leading to fluctuations in our refund rates.
Excessive refund payments that we may be required to make to our students, as well as the expenses we
may incur for processing refunds and resolving refund disputes, could adversely affect our liquidity and
working capital. See “Financial Information — Discussion of Major Balance Sheet Items — Refund
Liabilities” and “Risk Factors — Risks Relating to Our Business and Industry — Excessive refunds or
potential refund disputes may negatively affect our results of operations, financial condition and
reputation.”

CUSTOMERS AND SUPPLIERS

Our customers primarily include our students and, to a much lesser extent, third-party book
vendors who purchased our textbooks and learning materials. Revenue generated from our top five
customers in each year/period during the Track Record Period accounted for 1.1%, 1.2%, 1.6% and
2.8% of our total revenue in 2019, 2020, 2021 and the six months ended June 30, 2022, respectively.
Our suppliers primarily include suppliers for paper, third-party vendors for human resource services,
publishing services, printing services, marketing services and information technology services, as well
as providers of the premises we occupy for our classroom-based tutoring. Purchase from our top five
suppliers in each year/period during the Track Record Period accounted for 49.0%, 31.9%, 16.6% and
22.2% of our total purchases in 2019, 2020, 2021 and the six months ended June 30, 2022, respectively,
and purchase from our largest supplier in each year/period during the Track Record Period accounted
for 14.7%, 13.3%, 4.1% and 8.2% of our total purchases in the same periods, respectively. Except for
one top five supplier in the six months ended June 30, 2022 who was also one top five customer in
2021 and the six months ended June 30, 2022, none of our major customers was our major supplier
during the Track Record Period. See “Business — Our Customers and Suppliers” for details.

RISKS AND CHALLENGES

Our business and operations involve certain risks and uncertainties including those set out in the
“Risk Factors” section in this prospectus. Such risks include, but are not limited to:

. We may have difficulty in managing our growth effectively.
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. We have a limited operating history with our OMO integration model, which makes it
difficult to forecast our revenue growth and evaluate our business and prospects.

. We face intense competition, which could divert students to our competitors and lead to
pricing pressure and loss of market shares.

. We had net loss, net current liabilities, net liabilities and net cash used in operating activities
during the Track Record Period, and may continue to incur net loss, net current liabilities,
net liabilities and net cash used in operating activities in the foreseeable future, which can
expose us to liquidity risks.

. We may fail to continue to attract students and increase their purchases and spending with
us.
. We may fail to continue to engage, train and retain qualified teaching staff to maintain

consistent teaching quality.

. We may not be able to develop appealing content offerings in a timely and cost-effective
manner, or develop and apply advanced technologies to support and optimize our online
products and services.

. Excessive refunds or potential refund disputes may negatively affect our results of
operations, financial condition and reputation, as the course fees for our contractual classes
are subject to partial refund ranging from 65% to 70% of the total course fees or full refund
if the students complete the classes but fail to pass the examinations as specified in our
agreement.

As different investors may have different interpretations and criteria when determining the
significance of a risk, you should carefully read the “Risk Factors” section in its entirety before you
decide to invest in our Shares.

SUMMARY OF FINANCIAL INFORMATION

The following tables present the summary of our financial information for the Track Record
Period and should be read in conjunction with our financial information included in the Accountant’s
Report in Appendix I to this prospectus, including the notes thereto.

Summary of Consolidated Statements of Profit or Loss

The following table sets forth a summary of our consolidated statements of profit or loss for the
periods indicated.

Year ended December 31, Six months ended June 30,
2019 2020 2021 2021 2022

% of % of % of % of % of
RMB Revenue RMB Revenue RMB Revenue RMB Revenue RMB Revenue

(RMB in thousands except for percentages)

(Unaudited)
Revenue . . . .. ... ... 1,160,315 1000 2,132,074 1000 3428559  100.0  1,885417  100.0 1451032  100.0
Costofsales . . . ... ... (024073)  (53.8) (L,642,142)  (77.0) (2,587,692)  (75.5) (1,562,874)  (82.9)  (76L,721)  (52.5)
Gross profit . . . . ... .. 536,242 46.2 489932 230 840867 245 32,543 171 689,311 415
Administrative expenses . . . . (142424)  (123) (48434 (2T) (L19886) (1) (59T9)  (307) (264920  (183)

Selling and marketing expenses . (116,191)  (10.0)  (404.896)  (19.0)  (704,125) (205)  (385,853)  (20.5)  (253,142)  (174)
Research and development
expenses. . ... ... (104117 0.0 (124389 (5.8 (286959)  (84)  (11L667) (5.9 (85,348) (5.9
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Year ended December 31, Six months ended June 30,
2019 2020 2021 2021 2022

% of % of % of % of % of
RMB Revenue RMB Revenue RMB Revenue RMB Revenue RMB Revenue

(RMB in thousands except for percentages)

(Unaudited)
Operating profit/(loss) . . . . 186,048 160 (511,288) (2400 (1,244,513)  (363)  (127924)  (38.6) 30,852 21
Profit/(loss) before income tax. 184,036 158 (517167 (4.3 (2,057,929)  (60.0)  (970,282)  (5L5)  (361,249)  (24.9)
Income tax (expense)/credit. . . (29,966) (25) 32,695 1.6 11,958 0.3 24,769 13 (30521) (2]

Profit/(loss)
for the year/period . . . . . 154,070 133 (4844720 (227 (2045971)  (39.7)  (%45513)  (50.2)  (39,770)  (27.0)

Non-IFRS measure

We use adjusted net profit/loss (non-IFRS measure) as an additional financial measure, which is
not required by, or presented in accordance with, IFRS. We believe that the non-IFRS measure provides
useful information to investors and others in understanding and evaluating our consolidated results of
operations in the same manner as it helps our management.

We define adjusted net profit/loss (non-IFRS measure) as profit/loss for the year/period adjusted
by share-based payments, fair value losses on financial liabilities at fair value through profit or loss,
loss on settlement of financial liabilities at fair value through profit or loss, and listing expenses.
Share-based payments arise from granting options to employees. We exclude share-based payments as
such expenses are non-cash in nature and do not result in cash outflows. Fair value losses on financial
liabilities at fair value through profit or loss represent fair value changes relating to convertible
preferred shares issued in our equity financings. The convertible preferred shares will be automatically
converted into ordinary shares upon completion of the Global Offering, and we do not expect to record
further gains or losses in relation to valuation changes in such instruments after the Listing. Loss on
settlement of financial liabilities at fair value through profit or loss is related to the redemption of
certain number of preferred shares, which have been cancelled at the closing of the redemption in
March 2021, and we do not expect to record any further gains or losses in relation to the settlement of
such instruments thereafter. Listing expenses were incurred in connection with our preparation for the
Global Offering.

The following table reconciles our adjusted net profit/loss (non-IFRS measure) for the periods
presented to the most directly comparable financial measure calculated and presented under IFRS.

Year ended December 31, Six months ended June 30,
2019 2020 2021 2021 2022
(RMB in thousands)
(Unaudited)
Profit/(loss) for the year/period . . . . . . . . ... 154,070 (484,472) (2,045,971) (945,513) (391,770)
Add:
Share-based payments . . . . . .. ... ... .. 21,171 121,637 415,379 172,303 83,188
Fair value losses of financial liabilities at fair value
through profitorloss . . . . .. ... ... .. — — 582,957 19,698 383,799
Loss on settlement of financial liabilities at fair value
through profitorloss . . . . . .. .. ... .. — — 212,760 212,760 —
Listing expenses . . . . . . ... ... — — 12,518 — 20,415
Adjusted net profit/(loss) (non-IFRS measure) . . . . 175,241 (362,835) (822,357) (540,752) 95,632

We recorded adjusted net loss (non-IFRS measure) of RMB362.8 million and RMB822.4 million
in 2020 and 2021, respectively, as compared to adjusted net profit (non-IFRS measure) of RMB175.2
million in 2019, primarily due to the substantial costs and operating expenses we incurred to support
the launch of our classroom-based tutoring on a large-scale basis in May 2020. We recorded adjusted
net profit (non-IFRS measure) of RMB95.6 million in the six months ended June 30, 2022, as compared
to adjusted net loss (non-IFRS measure) of RMB540.8 million in the six months ended June 30, 2021,
primarily because we optimized our employee structure and adjusted the scale of our offline coverage
in an effort to improve our operational efficiency and profitability.
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Revenue

During the Track Record Period, we generated revenue primarily from the provision of tutoring
services, and to a lesser extent, from the sales of in-house developed textbooks and learning materials.
In 2019, 2020, 2021 and the six months ended June 30, 2021 and 2022, our total revenue was
RMB1,160.3 million, RMB2,132.1 million, RMB3,428.6 million, RMB1,885.4 million and RMB1,451.0
million, respectively.

The following table sets forth a breakdown of our revenue by business line for the periods
indicated.

Year ended December 31, Six months ended June 30,
2019 2020 2021 2021 2022
RMB % of Total RMB % of Total RMB % of Total RMB % of Total RMB % of Total

(RMB in thousands except for percentages)

(Unaudited)
Tutoring services
Online twioring” . . . . . . 057432 567 986,232 462 1396125 407 678809 360 716831 494
Classroom-based tutoring . .~ 354447 305 886,500 416 1617330 472 1005464 533 353 36l
Subtotal . ... ... ... 1011879 872 1872732 878 3013455 879 1684273 893 1240365 855
Sales of books . . . . . . .. 14843 128 29342 122 45004 121 2000144 107 210,667 145
Total ... ... ..., L160315 1000 2,132,074 1000 3428559 1000 1885417 1000  1451,032 1000

(1) Includes revenue generated from online tutoring courses and other online learning products (i.e., membership
package and challenge exercise).

The following table sets forth a breakdown of our revenue generated from tutoring services by
examination sector for the periods indicated.

Year ended December 31, Six months ended June 30,
2019 2020 2021 2021 2022
RMB % of Total RMB % of Total RMB % of Total RMB % of Total RMB % of Total

(RMB in thousands except for percentages)

(Unaudited)

Civil servants examination

tutoring . . ... ... 799415 790 1438322 768 2062865 685 1136789 675 828,682 66.8
Public institution employees

examination tutoring . . . . 114,121 113 279,009 149 586,796 19.5 356,605 212 24449 19.7
Teacher qualification and

recruitment tutoring . . . . . 53413 53 102,973 5.5 251,947 84 138,542 8.2 127,803 10.3
Other test preparation . . . . . 44930 44 52428 28 111,847 37 52307 3.1 39,631 32
Total revenue generated from

tutoring services . . . . . . LO1,879 1000 1,872,732 1000 3013455 1000 1,684,273 1000 1,240,365 1000
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The following table sets forth a breakdown of our revenue generated from classroom-based
tutoring services by region for the periods indicated.

Year ended December 31, Six months ended June 30,
2019 2020 2021 201 2022
RMB % of Total RMB % of Total RMB % of Total RMB % of Total RMB % of Total

(RMB in thousands except for percentages)

(Unaudited)
Eastern China region . . . . . 103,551 29.2 229,266 259 380,500 AN 198,171 19.7 71,665 137
Northern China region . . . . . 74,926 2.1 168,585 19.0 269,072 16.6 177,511 177 79,094 15.1
Southern China region. . . . . 70,962 20.0 116,257 13.1 259,816 16.1 166,985 16.6 93,713 179
Northwestern China region . . . 40,682 11.5 114,109 129 245,956 152 172,993 172 98,372 18.8
Northeastern China region . . . 32,450 92 114,038 129 198,714 123 129,872 129 56,800 10.8
Southwestern China region . . . 31,876 9.0 144,245 162 263,272 16.3 159,932 159 123,890 2.7

Total revenue generated from
classroom-hased tutoring
serviees . . . ... ... 34447 1000 886,500 1000 1,617,330 1000  1,005464 1000 523,534 100.0

Gross profit and gross margin

In 2019, 2020, 2021 and the six months ended June 30, 2021 and 2022, our gross profit was
RMB536.2 million, RMB489.9 million, RMB840.9 million, RMB322.5 million and RMB689.3 million,
respectively, representing a gross profit margin of 46.2%, 23.0%, 24.5%, 17.1% and 47.5% for the same
periods, respectively.

The following table sets forth a breakdown of our gross profit and gross margin by business line
for the periods indicated.

Year ended December 31, Six months ended June 30,

019 2020 2021 2021 2022

Gross Gross Gross Gross Gross
RMB Margin (%) RMB Margin (%) RMB Margin (%) RMB Margin (%) RMB Margin (%)

(RMB in thousands except for percentages)

(Unaudited)
Tutoring services
Online tutoring . . . . . . . 396,293 603 491,982 499 715,649 513 283,937 418 431,991 603
Classroom-based tutoring . .~ 90,145 254 (98,584)  (IL1) (49100 (03 (18644) (L) 190216 363
Subtotal . ... ...... 486,438 48.1 393,398 0 710,739 236 265,293 158 622,207 50.2
Sales of books . . . . . . .. 49,804 3.6 96,534 n2 o 130,128 33 57,250 285 67,104 319
Total ... ......... 536,242 46.2 489,932 230 840,867 U3 322,543 171 089,311 413

The gross profit margin of our online tutoring services decreased from 60.3% in 2019 to 49.9% in
2020, as the revenue growth was outpaced by the increase in our costs of sales in relation to online
tutoring services, primarily due to (1) the expansion of our teaching team to support the launch of our
premium courses, which resulted in increased employee benefit expenses, and (2) the launch of
premium courses in June 2020, which have a relatively lower student-instructor ratio as compared to
online systematic courses. We recorded gross margin of (11.1)% for our classroom-based tutoring
services in 2020, as compared to gross margin of 25.4% in 2019, as the revenue growth was outpaced
by the increase in our costs of sales in relation to classroom-based tutoring services, primarily because
(1) we incurred substantial costs to support the launch of our classroom-based tutoring on a large-scale
basis in May 2020, and (2) we launched various promotional courses priced at below RMBS500 as part
of our offline expansion initiatives to attract students. The gross profit margin of our sales of books
increased from 33.6% in 2019 to 37.2% in 2020, primarily due to greater economies of scale.

- 10 -
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The gross profit margin of our online tutoring services remained relatively stable at 49.9% and
51.3% in 2020 and 2021, respectively. We recorded gross margin of (0.3)% for our classroom-based
tutoring services in 2021, as compared to gross margin of (11.1)% in 2020, primarily because we
optimized our employee structure for classroom-based tutoring in an effort to improve our operational
efficiency and profitability. The gross profit margin of our sales of books decreased from 37.2% in
2020 to 31.3% in 2021, primarily because the market price of paper increased due to market demands
while the standalone retail prices of our books and learning materials remained relatively stable.

The gross profit margin of our online tutoring services increased from 41.8% in the six months
ended June 30, 2021 to 60.3% in the six months ended June 30, 2022, primarily because we optimized
our employee structure for online tutoring and enhanced our cost control measures in an effort to
improve our operational efficiency and profitability. The gross margin of our classroom-based tutoring
services increased from (1.9)% in the six months ended June 30, 2021 to 36.3% in the six months
ended June 30, 2022, primarily because we optimized our employee structure for classroom-based
tutoring and adjusted the scale of our offline coverage in an effort to improve our operational efficiency
and profitability. Particularly, the utilization of our instructors improved following the optimization of
our employee structure. The following table sets forth the utilization of our instructors with respect to
all tutoring courses and formal tutoring courses, as measured by the ratio of paid enrollments, for the
periods indicated.

First half Second half First half Second half First half Second half First half
of 2019 of 2019 of 2020 of 2020 of 2021 of 2021 of 2022

Ratio of paid enrollments

per instructor'” . . . .. .. 6,036 6,237 2,714 1,144 595 597 638
Ratio of formal course paid

enrollments per

instructor® . ... ... 2,405 1,197 632 268 193 208 295

(1) The ratio of paid enrollments per instructor is calculated based on all paid enrollments of tutoring courses for the
relevant period divided by the average number of full-time instructors for the same period (which is calculated
based on the number of full-time instructors at each quarter beginning and/or end during the period).

(2) The ratio of formal course paid enrollments per instructor is calculated based on the paid enrollments of formal
tutoring courses for the relevant period divided by the average number of full-time instructors for the same period
(which is calculated based on the number of full-time instructors at each quarter beginning and/or end during the
period).

Each of the ratio of paid enrollments per instructor and the ratio of formal course paid enrollments
per instructor in 2019 was significantly higher than that of other periods during the Track Record
Period, primarily because (1) we had not launched premium courses until June 2020 and focused on
providing systematic courses in 2019, while the premium course features a relatively lower
student-instructor ratio in order to deliver more individualized learning experience; for example, during
the Track Record Period, our online systematic courses for written tests typically had an average of
1,000 to 4,000 students, while our online premium courses for written tests typically had an average of
20 to 400 students; and (2) we had limited offline operations in 2019 and had not launched our offline
course offerings on a large-scale basis until May 2020. As such, the ratio of paid enrollments per
instructor decreased from the second half of 2019 to the first half of 2021, and the ratio of formal
course paid enrollments per instructor decreased from the first half of 2019 to the first half of 2021,
primarily because (1) we expanded our teaching team to support the launch of our premium courses in
June 2020 and the subsequent increased offering of our online premium courses, and (2) we had been
expanding our offline teaching team in response to the increased demand for our offline tutoring
services. The ratio of paid enrollments per instructor and the ratio of formal course paid enrollments
per instructor increased from the first half of 2021 to the first half of 2022 as we optimized our
employee structure to increase the utilization and efficiency of our teaching staff.

The gross margin of our sales of books increased from 28.5% in the six months ended June 30,
2021 to 31.9% in the six months ended June 30, 2022, primarily because the cost of course materials
decreased as a result of the combined effect of the decreased procurement price of paper and the launch
and scale-up of our in-house printing facilities since March 2021, despite our revenue growth.

— 11 -
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See “Financial Information — Period to Period Comparison of Results of Operations” for details.
Profit/Loss for the period

We recorded net profit of RMBI154.1 million in 2019, and net loss of RMB484.5 million,
RMB2,046.0 million, RMB945.5 million and RMB391.8 million in 2020, 2021 and the six months
ended June 30, 2021 and 2022, respectively, primarily due to the rapid expansion of our
classroom-based tutoring business that had not yielded the expected results. A significant component of
our cost of sales and operating expenses is employee benefit expenses, which increased significantly
during the Track Record Period in support of our business growth and expansion. In 2019, 2020, 2021
and the six months ended June 30, 2021 and 2022, our total employee benefit expenses were RMB338.4
million, RMB1,173.3 million, RMB2,719.2 million, RMB1,411.7 million and RMB771.3 million,
respectively, representing 29.2%, 55.0%, 79.3%, 74.9% and 53.2% of our total revenue of the same
periods, respectively, primarily due to headcount changes as we were expanding our course offerings
and coverage of examination subjects. Particularly, the number of our full-time employees increased
significantly from 1,592 as of December 31, 2019 to 12,803 as of December 31, 2020 and further to
approximately 16,800 as of March 31, 2021. The headcount increase has not resulted in an immediate
and proportional growth in our revenue in the same period, as we generally require newly hired
teaching staff to undergo systematic onboarding training sessions before delivering courses. To
effectively manage our growth and improve our profitability, we optimized the structure of our
employee team, which comprised 8,964 members as of December 31, 2021 and 7,388 members as of
June 30, 2022. In addition, the impact of the COVID-19 pandemic on our offline operations, as well as
the delay of certain recruitment and qualification examinations due to the pandemic, had adversely
affected our results of operations in the short run. To streamline the operations of our loss-making
offline business and enhance our ability to withstand the COVID-19 resurgence, we adjusted the scale
of our offline coverage and closed 188 operational hubs in 2021 and 88 operational hubs in the six
months ended June 30, 2022 based on comprehensive assessment of their operational performance and
the addressable market of the areas they covered, including the local recruitment plans. Moreover, we
incurred significant share-based payments, fair value losses on financial liabilities at fair value through
profit or loss, and loss on settlement of financial liabilities at fair value through profit or loss during
the Track Record Period, particularly in 2021 and the six months ended June 30, 2022.

We have formulated and begun to implement specific strategies and concrete plans to improve our
profitability and operating cash flows, such as expanding our course offerings and refining our online
products and toolkits, increasing the utilization level of our teaching staff, and continuously investing
in content development, teaching staff training and technological innovation to improve our operational
efficiency. We have also selectively retained high-caliber instructors during the employee structure
optimization process to improve our teacher utilization and maintain the quality of our courses. As
such, we maintained healthy revenue scale and level of paid enrollments in 2021 and the six months
ended June 30, 2022, despite the decrease of the number of our instructors and other teaching staff from
approximately 10,000 members as of March 31, 2021 to approximately 5,300 members as of December
31, 2021 and further to approximately 4,100 members as of June 30, 2022. In particular, we have begun
to generate gross profit from our classroom-based tutoring services since the fourth quarter of 2021. As
a result, the gross margin for our classroom-based tutoring services narrowed significantly from
(11.1)% in 2020 to (0.3)% in 2021. In the six months ended June 30, 2022, we recorded a gross profit
margin for our classroom-based tutoring services of 36.3%, and the overall gross profit margin
increased to 47.5%, as compared to 17.1% in the six months ended June 30, 2021. In addition, as we
have substantially established our nationwide coverage with established local operational hubs in
strategic localities, we will remain prudent with respect to geographical expansion. We will also closely
monitor the development of the COVID-19 and related government measures in China to assess the
impact on our business and adjust our strategies accordingly. Specifically, we do not expect to make
significant investment in establishing additional operational hubs going forward, which was one of the
major factors leading to our losses during the Track Record Period. See “Financial Information —
Business Sustainability” for details.
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Summary of Consolidated Statements of Balance Sheet

The following table sets forth a summary of our consolidated balance sheet as of the dates
indicated.

As of December 31, As of June 30,
2019 2020 2021 2022
(RMB in thousands)

Non-current assets . ........... 101,061 526,126 761,709 496,768
Current assets. . . ............. 544,833 842,807 1,380,514 1,496,511
Non-current liabilities. . ... ... .. 40,577 6,569,519 9,024,068 9,787,787
Current liabilities . . .. ......... 427,686 1,375,574 1,352,795 1,143,988
Net current assets/(liabilities) . . . . 117,147 (532,767) 27,719 352,523
Equity/(deficit) .............. 177,631 (6,576,160) (8,234,640) (8,938,496)

We had net current liabilities of RMBS532.8 million as of December 31, 2020, as compared to net
current asset of RMB117.1 million as of December 31, 2019, primarily due to an increase in refund
liabilities of RMB561.6 million as a result of increased paid enrollments of our contractual classes, an
increase in trade and other payables of RMB236.1 million attributable to an increase in employee
benefits payables along with the increased number of our employees, and an increase in lease liabilities
of RMB102.3 million, partially offset by an increase in cash and cash equivalents of RMB170.9
million. We had net current assets of RMB27.7 million as of December 31, 2021, as compared to net
current liabilities of RMB532.8 million as of December 31, 2020, primarily due to an increase in cash
and cash equivalents of RMB827.2 million resulting from proceeds from the equity financing, which
was completed in June 2021, and redemption of certain wealth management products in late 2021. Our
net current assets increased from RMB27.7 million as of December 31, 2021 to RMB352.5 million as
of June 30, 2022, primarily due to an increase in cash and cash equivalents of RMB93.7 million as a
result of our efforts in managing our growth and improving our profitability, a decrease in lease
liabilities of RMB61.0 million in connection with the adjustment of our offline coverage, and an
increase in contract assets of RMB39.6 million due to postponed examinations, which led to delayed
settlement of contract assets.

We had net liabilities of RMB6,576.2 million as of December 31, 2020, as compared to net assets
of RMB177.6 million as of December 31, 2019, primarily due to the issuance of series A preferred
shares amounting to RMB6,391.0 million as the consideration of the spin-off of our Group from YUAN
Inc. Our net liabilities increased to RMB8,234.6 million as of December 31, 2021, primarily due to our
net loss of RMB2,046.0 million recognized in 2021. Our net liabilities further increased to RMB8,938.5
million as of June 30, 2022, primarily due to our net losses of RMB391.8 million recognized in the six
months ended June 30, 2022. Our net liabilities position was primarily attributable to financial
liabilities at fair value through profit or loss relating to convertible preferred shares issued in our equity
financings, which will be re-designated as equity upon the Listing along with the automatic conversion
of convertible preferred shares into ordinary shares. As such, we expect that our net liabilities position
as of June 30, 2022 would turn into net assets position upon the Listing.

We have formulated and begun to implement specific strategies and concrete plans to improve our
profitability and operating cash flows. See “Financial Information — Business Sustainability” for
details. We intend to continue to finance our working capital with cash flows generated from our
operating activities, net proceeds from the Global Offering and other funds raised from the capital
markets from time to time. We will closely monitor the level of our working capital and diligently
review future cash flow requirements and adjust our operation and expansion plans, if necessary, to
ensure that we maintain sufficient working capital to support our business operations. Taking into
consideration the financial resources presently available to us, our Directors are of the view that our
available cash and cash equivalents, wealth management products, anticipated cash flows generated
from operating activities, and net proceeds from the Global Offering will be sufficient to meet our
present and anticipated cash requirements for the next 12 months from the date of this prospectus,
notwithstanding that we had net loss, net current liabilities and net liabilities during the Track Record
Period.

- 13 -



SUMMARY

Summary of Consolidated Statement of Cash Flows

The following table sets forth a summary of our cash flows for the periods indicated.

Year ended December 31, Six months ended June 30,
2019 2020 2021 2021 2022
(RMB in thousands)
(Unaudited)

Net cash generated from/(used in) operating

activities . . . . ... .. 434,099 459,125 (915,129) (286,527) 571,377
Net cash (used in)/generated from investing

activities . . . . . ... (288,884) (187,977) 156,516 (511,714) 25,440
Net cash (used in)/generated from financing

activities . . . . ... .. (90,726) (100,281) 1,612,437 1,669,583 (49,895)
Net increase in cash and cash equivalents . . 54,489 170,867 853,824 871,342 32,922
Cash and cash equivalents at beginning of

the year/period . .. ............. 109,041 161,783 332,650 332,650 1,159,867
Exchange difference. . . . ... ........ (1,747) — (26,607) (6,235) 60,740
Cash and cash equivalents at end of the

year/period ... ... ... .. 161,783 332,650 1,159,867 1,197,757 1,253,529

In 2021, our net cash used in operating activities was RMBO915.1 million, primarily attributable to
our loss before tax of RMB2,057.9 million, adjusted for (1) certain non-cash and non-operating items,
primarily including fair value losses on financial liabilities at fair value through profit or loss of
RMB583.0 million, share-based payments of RMB325.5 million, depreciation of right-of-use assets of
RMB214.4 million, loss on settlement of financial liabilities at fair value through profit or loss of
RMB212.8 million, and depreciation of property, plant and equipment of RMB78.0 million, and (2)
changes in working capital that negatively affected the cash flow, primarily including payment for value
previously recorded in equity relating to repurchase of employee share options of RMB113.0 million, a
decrease in refund liabilities of RMB77.5 million, and an increase in trade receivables and prepayment
and other receivables of RMB37.3 million. See “Financial Information — Liquidity and Capital
Resources — Cash Flows” for details.

Key Financial Ratios
The following table sets forth our key financial ratios as of the dates and for the periods indicated.

As of/for the six

As of/for the year ended December 31, months ended

June 30,
2019 2020 2021 2022

Profitability ratios
Gross profit margin . . .. ... ... ... .. ... 46.2% 23.0% 24.5% 47.5%
Net profit/(loss) margin . . . .. ............. 13.3% (22.7%) (59.7%) (27.0%)
Adjusted net profit/(loss) margin

(non-IFRS measure). . . .. .............. 15.1% (17.0%) (24.0%) 6.6%
Liquidity ratios
Current ratio . . . . ..o v 1.3 0.6 1.0 1.3
Quickratio . .. ....... ... ... ... .. ... 1.2 0.6 1.0 1.2

See “Financial Information — Key Financial Ratios” for details.
CONTRACTUAL ARRANGEMENTS

Our online non-formal VET services and book printing business in China are subject to foreign
investment restrictions under PRC laws and are directly conducted through our Consolidated Affiliated
Entities. In order to comply with PRC laws and regulations and maintain effective control over our
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Consolidated Affiliated Entities, we entered into the Contractual Arrangements through which, together
with the equity holding, we are able to exercise control over and enjoy all the economic benefits
derived from the operations of the Consolidated Affiliated Entities. See “Contractual Arrangements” for
details.

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

Our Company

i 100% llOO%
. . . O Registered
Fenbi ChuXin Fenbi ShangAn - —————— Shareholders®
[ &
I .
Provision Service
100% o } } foes®) 100%
service | |
v v | v
Tianxia Education Fenbi Bluesky
50.1%
v
49.9% - .
» Lancai Tianxia

—» denotes direct legal and beneficial ownership in the equity interest
---%» denotes contractual relationship

(1) Control of Fenbi ShangAn over Fenbi Bluesky through the following agreements with the Registered Shareholders: (i)
Shareholder Right Proxy Agreement, (ii) Exclusive Option Agreement, and (iii) Equity Pledge Agreement.

(2) Control of Fenbi ShangAn over Fenbi Bluesky through the Business Cooperation and Service Agreement.

3) Fenbi Bluesky is owned as to 92.45%, 5.00%, 2.25%, 0.10%, 0.10% and 0.10% by Mr. Zhang, Beijing Fenbi Box, Mr.
WEI Liang, Mr. LI Yong, Mr. LI Xin and Mr. GUO Changzhen, respectively. Beijing Fenbi Box is owned as to 95.0% by
Mr. Zhang as the general partner and as to 5.0% by Mr. WEI Liang as the limited partner.

REORGANIZATION AND SPIN-OFF

In 2020, our Group underwent a reorganization and was spun off from YUAN Inc, and our
Company was incorporated to become the holding company of Fenbi Bluesky. See ‘“History,
Reorganization and Corporate Structure — Overview” and “History, Reorganization and Corporate
Structure — Corporate Development of Our Group — Reorganization” for details.

OUR SHAREHOLDING STRUCTURE
Our Controlling Shareholders

Immediately after the completion of the Global Offering (assuming no exercise of the
Over-allotment Option and without taking into account any Shares to be issued pursuant to the Pre-IPO
Share Option Scheme), Mr. ZHANG Xiaolong, Mr. WEI Liang, Mr. LI Yong and Mr. LI Xin, together
with their respective controlled intermediary entities, namely Chalk Sky Ltd, Chalk Star Ltd, Chalk
World Ltd, Chalk Wonder Ltd, Liang Ma Limited, Green Creek Holding Limited and Taurus Fund L.P.,
will be considered as a group controlling shareholders for the purpose of the Listing Rules and will
hold approximately 35.00% of the enlarged share capital of our Company. See “Relationship with Our
Controlling Shareholders” and “History, Reorganization and Corporate Structure” for details.
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Pre-IPO Investments

We have completed pre-IPO equity financings to fund our rapid business expansion. See “History,
Reorganization and Corporate Structure — Pre-IPO Investments” for details of the identity and
background of our Pre-IPO Investors.

Share Incentive Scheme

We value the contribution from our Directors, senior management and employees to the
development and success of our Group. See “Appendix IV — Statutory and General Information — D.
Pre-IPO Share Option Scheme” for details.

DIVIDEND

During the Track Record Period, we did not declare or pay any dividend. According to our
dividend policy adopted on December 20, 2022, the Articles of Association and applicable laws and
regulations, our Company in general meeting may from time to time by ordinary resolution declare
dividends in any currency to be paid to the Shareholders but no dividend shall be declared in excess of
the amount recommended by the Board, provided always that in no circumstances may a dividend be
paid if this would result in our Company being unable to pay its debts as they fall due in the ordinary
course of business. We currently do not have a pre-determined or fixed dividend payout ratio. We will
continue to re-evaluate our dividend policy in light of our financial condition and the prevailing
economic environment. The determination to pay dividends will be made at the discretion of our
Directors and will depend upon, among others, the financial results, business conditions and strategies,
future operations and earnings, capital and investment requirements, level of indebtedness, and other
factors that our Directors deem relevant.

As advised by our Cayman legal advisors, under Cayman Islands law, a position of accumulated
losses and net liabilities does not necessarily restrict our Company from declaring and paying dividends
to our Shareholders out of either our profit or our share premium account, provided this would not
result in our Company being unable to pay its debts as they fall due in the ordinary course of business.

LEGAL PROCEEDINGS AND COMPLIANCE

During the Track Record Period and up to the Latest Practicable Date, we were not involved in
any litigation or arbitration proceedings pending or, to our knowledge, threatened against us or any of
our Directors that could have a material adverse effect on our business, results of operations or
financial condition. In addition, during the Track Record Period and up to the Latest Practicable Date,
we did not commit any material non-compliance of the laws and regulations, or experience any
non-compliance incident, which taken as a whole, in the opinion of our Directors, is likely to have a
material adverse effect on our business, results of operations or financial condition. As advised by our
PRC Legal Advisors, during the Track Record Period and up to the Latest Practicable Date, save as
disclosed in “Business — Legal Proceedings and Compliance,” we had complied with the relevant PRC
laws and regulations currently in effect in all material respects.

COVID-19 OUTBREAK AND EFFECTS ON OUR BUSINESS

A novel strain of coronavirus, known as COVID-19, has severely affected China and many other
countries in recent years. On March 11, 2020, amid the escalating situation, the World Health
Organization further characterized COVID-19 as a pandemic. With measures taken by the PRC
government, there has been a significant decrease in the number of existing confirmed COVID-19 cases
in China since mid-February 2020. The Chinese government has gradually lifted domestic travel
restrictions and other quarantine measures, and economic activities have begun to recover and return to
normal nationwide since the second quarter of 2020 despite the recurrence of confirmed cases in
various regions in China. Our Directors have carried out a holistic review of the impact of the
COVID-19 on our operations and confirmed that as of the Latest Practicable Date, COVID-19 had not
had any long-term material adverse impact on our operations based on the following grounds.
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Impact on our business and financial conditions. Government efforts to contain the spread of the
COVID-19 pandemic, including city lockdowns, “stay-at-home” orders, travel restrictions and
emergency quarantines, have caused significant and unprecedented disruptions to the global and
Chinese economy and normal business operations across various sectors, including our addressable
markets. For example, during the Track Record Period and up to the Latest Practicable Date, over 60
major national or provincial recruitment and qualification examinations in China were postponed, such
as the 2020 Public Institution Employee Recruitment Examination of Guangdong Province and the 2021
National Civil Servants Examination, which required us to postpone relevant course delivery
correspondingly, leading to delayed revenue recognition. In particular, in 2022, several recruitment and
qualification examinations had been postponed for months compared to their original schedules. For
example, the 2022 Multi-provincial Unified Civil Servants Examination, which involves more than 20
provinces, was delayed from March 2022 to July 2022. In addition, as a result of the regional
resurgence of COVID-19 cases in China, certain municipal level teacher qualification and recruitment
examinations originally scheduled in the first half of 2022 had been postponed to the second half, and
certain municipal level teacher qualification examinations originally scheduled in October 2022 had
tentatively been postponed to 2023. The 2023 National Civil Servants Examination originally scheduled
in December 2022 has been postponed to January 2023. The 2023 Regional Civil Servants
Examinations for Beijing City and Shandong Province originally scheduled in December 2022 were
also postponed, with the new examination dates to be determined. On the other hand, several other
examinations were held earlier than scheduled, such as certain Regional Civil Servants Examinations in
2021, which resulted in shortened service periods and lowered course fees we charged and, therefore,
decreased revenue.

Despite the short-term impact, we expect that our business will not be severely disrupted in the
long run for the following reasons. The COVID-19 pandemic has been generally contained in China
where we conduct our business, and we were generally able to develop our offline operations.
Specifically, the total paid enrollments of our classroom-based tutoring courses continued to increase
from 710,000 in 2020 to 836,000 in 2021, and the paid enrollments of our classroom-based formal
courses continued to increase from 293,000 in 2020 to 398,000 in 2021, despite the impact of the
COVID-19 pandemic. Although our classroom-based tutoring services were negatively affected by the
regional resurgence of the COVID-19 pandemic in the first half of 2022, which led to the postponement
of certain examinations, there has been a recovery of recruitment needs, according to the F&S Report.
For example, the 2022 Multi-provincial Unified Civil Servants Examination was held in July 2022
without downsizing the hiring plans. Moreover, we can serve users with comprehensive online products
and services remotely, which we believe has, to a certain extent, minimized the impact of the
restrictions on offline activities caused by the outbreak. Furthermore, the COVID-19 outbreak has not
materially and adversely affected the recruitment plans of various government-sponsored positions, as
evidenced by an increasing number of government-sponsored positions offered since 2020, according to
the F&S Report. China’s non-formal VET industry, in terms of revenue, is expected to increase from
RMB221.5 billion in 2021 to RMB331.7 billion in 2026 at a CAGR of 8.4%, according to the same
source. As such, we believe that there is sustained demand for our tutoring services despite the
COVID-19 outbreak.

Impact on our operations. As mandated shutdowns went into effect across China in early 2020
when the COVID-19 outbreak peaked in China, we experienced nationwide suspension of our
classroom-based tutoring courses from January 2020 to May 2020. After that, we from time to time
experienced regional suspension of our classroom-based tutoring courses in over 100 cities across 29
provinces, municipalities, and autonomous regions due to the local resurgence of the pandemic, which
typically lasted from several days to two to three months, depending on the severity of the outbreak and
local governmental policies. As a result, the paid enrollments of our classroom-based tutoring courses
grew slower than expected. For example, we temporarily suspended our classroom-based tutoring
courses in Jilin Province from March 2022 to May 2022 due to the regional resurgence of COVID-19
cases and provided online tutoring courses to the concerned students as a substitute. Our business
operations have not been materially and adversely affected by the resurgence of the pandemic in
Shanghai City in 2022 as we have little offline tutoring service in operation there.
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The following table sets forth the number of cities where we suspended our classroom-based
tutoring services by duration in 2021 and 2022, respectively.

2021 20220
Number of cities where we suspended classroom-based
tutoring

Within 30 days. . ... ... 30 1
300 60 days. . ..o 55 19
60 to 90 days. . ... 5 44
Over 90 days . .. ...t — 5
Total . . .. ... ... 90 69

(1) Since 2022 and up to the Latest Practicable Date.

The following table sets forth the number of cities where we suspended our classroom-based
tutoring services and the average days of suspension of such affected cities by region in 2021 and 2022,
respectively.

2021 2022

Number of Average days Number of Average days

cities affected of suspension cities affected of suspension
Eastern China region. . ........... 8 33 21 70
Northern China region . .......... 19 32 7 82
Southern China region. . .. ........ 5 30 5 48
Northwestern China region ... ... .. 24 22 14 54
Northeastern China region. ........ 27 40 17 80
Southwestern China region ........ 7 32 5 41

(1) Since 2022 and up to the Latest Practicable Date.

We may continue to experience temporary closedown of individual local operational hubs and
classrooms considering the uncertainties surrounding the current state and the future development of the
COVID-19 pandemic.

Impact on our employees. We have adopted a flexible work arrangement, allowing our employees
to work from home in specific localities as needed, such as Jilin Province and Shanghai City during the
regional resurgence period in 2022, which may lead to changes to or suspension of certain employees’
daily work. However, we believe that such arrangement would not materially disrupt our business.

Impact on our supply chain. As of the Latest Practicable Date, we had not experienced any major
supply disruption.

See “Financial Information — COVID-19 Outbreak and Effects on Our Business” for details of
the impact of COVID-19 and our corresponding precautionary measures and social responsibility.

However, we cannot be entirely certain as to when the COVID-19 pandemic will be fully
contained, and its impact will be completely alleviated. There remain significant uncertainties
surrounding the COVID-19 outbreak and its further development as a global pandemic, considering the
severe global situation and occasional regional resurgence of COVID-19 cases in certain areas in China.
We are closely monitoring the development of the COVID-19 pandemic and continuously evaluating
any potential impact on our business, results of operations and financial condition. See “Risk Factors —
Risks Relating to Our Business and Industry — Our business and operations have been, and may
continue to be, adversely affected by the COVID-19 pandemic.”
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NO-MATERIAL ADVERSE CHANGE

Our Directors confirmed that, up to the date of this prospectus, there has been no material adverse
change in our financial, operating or trading conditions since June 30, 2022, being the end of the period
reported in the Accountant’s Report in Appendix I to this prospectus.

APPLICATION FOR LISTING ON THE STOCK EXCHANGE

We are applying for Listing under Rule 8.05(3) of the Listing Rules and satisfy the market
capitalization/revenue test, among other things, with reference to (1) our revenue for the year ended
December 31, 2021, being RMB3,428.6 million, which is significantly over HK$500 million as required
by Rule 8.05(3) of the Listing Rules; and (2) our expected market capitalization at the time of the
Listing, which, based on the low end of the indicative Offer Price range, exceeds HK$4 billion as
required by Rule 8.05(3) of the Listing Rules.

STATISTICS OF THE GLOBAL OFFERING

All statistics in the following table are based on the assumptions that (1) the Global Offering has
been completed and 20,000,000 Shares are issued pursuant to the Global Offering; (2) options granted
under the Over-allotment Option and the Pre-IPO Share Option Scheme are not exercised; and (3)
2,097,308,000 Shares are issued and outstanding following the completion of the Global Offering.

Based on an Offer Based on an Offer
Price of HK$9.50 Price of HK$9.90

per Share per Share

HK$19,924.4 HK$20,763.3

Market capitalization of our Share. . ................. million million
Unaudited pro forma adjusted consolidated net tangible

asset value per Share' . ... ... .. .. ... . ... .. .. ... HK$ 0.43 HKS$ 0.43

(1) The unaudited pro forma adjusted consolidated net tangible asset value per Share is calculated after making the
adjustments referred to in Appendix II to this prospectus.

LISTING EXPENSES

We expect to incur a total of approximately RMB69.8 million of listing expenses in connection
with the Global Offering, representing approximately 40.1% of the gross proceeds from the Global
Offering (assuming an Offer Price of HK$9.70, being the mid-point of the indicative Offer Price range
between HK$9.50 and HK$9.90, and assuming that the Over-allotment Option is not exercised), which
consist of (1) underwriting-related expenses (including but not limited to commissions and fees) of
approximately RMB13.9 million, and (2) non-underwriting related expenses of approximately RMB55.9
million, including (i) fees and expenses of legal advisors and accountants of approximately RMB40.1
million and (ii) other fees and expenses of approximately RMB15.8 million. During the Track Record
Period, we incurred listing expenses of approximately RMB33.9 million, out of which approximately
RMB32.9 million was charged to our consolidated statements of profit or loss as administrative
expenses, while the remaining amount of approximately RMB1.0 million directly attributable to the
issuance of Shares will be deducted from equity upon the completion of the Global Offering. We expect
to further incur listing expenses of approximately RMB35.9 million upon the completion of the Global
Offering, out of which approximately RMB21.2 million is expected to be charged to our consolidated
statements of profit or loss and approximately RMB14.7 million is expected to be deducted from equity.
The listing expenses above are the best estimate as of the Latest Practicable Date and are for reference
only. The actual amount may differ from this estimate.

USE OF PROCEEDS

We estimate that the net proceeds from the Global Offering will be approximately HK$116.2
million (after deducting the estimated underwriting commissions and other fees and expenses in
connection with the Global Offering), assuming an Offer Price of HK$9.70 per Share, being the
mid-point of the indicative range of the Offer Price of HK$9.50 to HK$9.90 per Share, and the
non-exercise of the Over-allotment Option.
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We currently intend to apply the net proceeds from the Global Offering for the purposes and in
the amounts set out follows:

. approximately 52.0% of the net proceeds, or HK$60.4 million, to enrich our course offerings
and expand our student base;

. approximately 28.5% of the net proceeds, or HK$33.1 million, to enhance our content and
technological development capabilities;

. approximately 12.0% of the net proceeds, or HK$14.0 million, to conduct marketing
campaigns primarily for our newly developed courses; and

. approximately 7.5% of the net proceeds, or approximately HK$8.7 million, for working
capital and other general corporate purposes.

See “Future Plans and Use of Proceeds — Use of Proceeds” for details.
RECENT DEVELOPMENT

We expect to record net loss for the year ending December 31, 2022, primarily attributable to fair
value losses of financial liabilities at fair value through profit or loss relating to convertible preferred
shares issued in our equity financings. The convertible preferred shares will be automatically converted
into ordinary shares upon completion of the Global Offering, which will lead to fair value losses
calculated as the difference between the implied valuation of the convertible preferred shares at the
Offer Price and their carrying value as of June 30, 2022. We do not expect to record further gains or
losses in relation to valuation changes in such convertible preferred shares after the Listing.

As advised by our PRC Legal Advisors, as of the date of this prospectus, there has been no
regulatory development that may have a material adverse effect on China’s non-formal VET industry.
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Unless the context otherwise requires, the following expressions have the following meanings in
this prospectus. Certain other terms are explained in “Glossary” in this prospectus.

“affiliate”

“AFRC”

“Articles of Association” or
“Articles”

s

“Board” or “Board of Directors’

“business day”

“BVI”

“Cayman Companies Act”

“Capital Market Intermediaries”

“CCASS”

“CCASS Clearing Participant”

“CCASS Custodian Participant”

“CCASS Investor Participant”

“CCASS Participant”

“China” or “PRC”

“Companies Ordinance”

“Companies (Winding Up and
Miscellaneous Provisions)
Ordinance”

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

the Accounting and Financial Reporting Council of Hong
Kong

our articles of association, as adopted on December 20, 2022,
and as amended from time to time, a summary of which is
contained in Appendix III to this prospectus

the board of directors of our Company

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

the British Virgin Islands

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

the capital market intermediaries engaged by our Company as
named in the section headed “Directors and Parties Involved
in the Global Offering” of 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 a general clearing participant

a person admitted to participate in CCASS as a custodian
participant

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

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

the People’s Republic of China excluding, for the purpose of
this prospectus, Hong Kong, Macau and Taiwan

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

the Companies (Winding Up and Miscellaneous Provisions)
Ordinance (Chapter 32 of the Laws of Hong Kong), as
amended, supplemented or otherwise modified from time to
time
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“Company,” “our Company,”
“Group,” “our Group,” “Fenbi,”
“We” Or ‘éus7’

“Concert Parties”

“Concert Party Agreement”

“Consolidated Affiliated Entities”

“Contractual Arrangements” or
“Fenbi Bluesky Contractual
Arrangements”

“Controlling Shareholders”

“CSRC”

“Director(s)”

“Extreme Conditions”

“F&S Report”

“F&S Survey”

“Fenbi Bluesky”

Fenbi Ltd. (F3ZEA R/ F]), formerly known successively as
Fenbi Education Technology Ltd. and Fenbi Technology Ltd.,
an exempted company incorporated under the laws of Cayman
Islands with limited liability on December 14, 2020, and,
except where the context indicated otherwise, all of its
subsidiaries, or with respect to the period before our Company
became the holding company of our current subsidiaries, the
business operated by our present subsidiaries or their
predecessors (as the case may be)

Mr. Zhang, Mr. WEI Liang, Mr. LI Yong and Mr. LI Xin,
being parties to the Concert Party Agreement, and each a
“Concert Party”

the agreement entered into among the Concert Parties, further
information on which is set out in “History, Reorganization
and Corporate Structure — Concert Party Arrangement”

the entities we control through the Contractual Arrangements,
namely Fenbi Bluesky and its subsidiaries, the financial
accounts of which have been consolidated and accounted for
as if it were a subsidiary of our Company by virtue of the
Contractual Arrangements

a series of contractual arrangements we entered into to allow
our Company to exercise control over the business operation
of the Consolidated Affiliated Entities and enjoy all the
economic interests derived therefrom, as more particularly
described in “Contractual Arrangements” in this prospectus

has the meaning ascribed thereto under the Listing Rules and
unless the context requires otherwise, refers to Mr. Zhang, Mr.
WEI Liang, Mr. LI Yong, Mr. LI Xin, Chalk Sky Ltd, Chalk
Star Ltd, Chalk World Ltd, Chalk Wonder Ltd, Liang Ma
Limited, Green Creek Holding Limited and Taurus Fund L.P.,
all of whom are collectively considered as a group of
controlling shareholders for the purpose of the Listing Rules

China Securities Regulatory Commission (11 [ # 75 & £ & 3
ZE®)

the director(s) of the Company or any one of them

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

a commissioned industry report prepared by Frost & Sullivan

a commissioned user survey conducted by Frost & Sullivan to
better understand, among other things, our users’ profile,
preferences and feedback to our products and services, and our
reputation in the market

Beijing Fenbi Bluesky Technology Co., Ltd. (dt 5 ¥ 8 KA
H A R /2 7)), a limited liability company established under the
laws of the PRC on February 25, 2015, and one of the
Consolidated Affiliated Entities
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DEFINITIONS

“Fenbi HK”

“Fenbi ShangAn”

“Fenbi ChuXin”

“Frost & Sullivan”

“Global Offering”

“GREEN Application Form(s)”

“HKSCC”

“HKSCC Nominees”

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

“Hong Kong Offer Shares”

“Hong Kong Public Offering’

“Hong Kong Share Registrar”

“Hong Kong Underwriters”

“Hong Kong Underwriting
Agreement”

“IFRS”

Fenbi Education Technology (HK) Limited (3 2# & FH¥% (&
#5) A FR/A 7)), a company incorporated under the laws of Hong
Kong with limited liability on January 15, 2021, and a
wholly-owned subsidiary of the Company

Beijing Fenbi ShangAn Technology Co., Ltd. (Jt % L+
B AR F]), a limited liability company established under
the laws of the PRC on April 9, 2021 and an indirect
wholly-owned subsidiary of the Company

Beijing Fenbi ChuXin Technology Co., Ltd. (At #4470 F}
A R /227]), a limited liability company established under the
laws of the PRC on July 22, 2021 and an indirect
wholly-owned subsidiary of the Company

Frost & Sullivan (Beijing) Inc., Shanghai Branch Co. (###7
TR AR SC AL ) a6 R A BRA ] B2 7l), a consulting firm

that provides market research and analysis
the Hong Kong Public Offering and the International Offering

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

Hong Kong Securities Clearing Company Limited

HKSCC Nominees Limited, a wholly-owned subsidiary of
HKSCC

the Hong Kong Special Administrative Region of the PRC
Hong Kong dollars, the lawful currency of Hong Kong

the 2,000,000 Shares being initially offered for subscription in
the Hong Kong Public Offering, subject to reallocation

the offer of the Hong Kong Offer Shares for subscription by
the public in Hong Kong

Computershare Hong Kong Investor Services Limited, the
branch share registrar and transfer office of our Company in
Hong Kong

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

the underwriting agreement dated December 21, 2022, relating
to the Hong Kong Public Offering and entered into by, among
others, the Joint Sponsors, the Joint Overall Coordinators, the
Hong Kong Underwriters and our Company, as further
described in “Underwriting — Underwriting Arrangements and
Expenses — Hong Kong Public Offering” in this prospectus

International Financial Reporting Standards
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DEFINITIONS

“Independent Third Party(ies)”

“International Offer Shares”

“International Offering”

>

“International Underwriters’

“International Underwriting
Agreement”

“Joint Overall Coordinators,” “Joint
Sponsor-Overall Coordinators” and
“Joint Sponsors”

“Joint Global Coordinators,” “Joint
Bookrunners” or “Joint Lead
Managers”

“Lancai Tianxia”

“Latest Practicable Date”

“Listing”

“Listing Committee”

“Listing Date”

an individual or a company which, to the best of our
Directors’ knowledge, information and belief, having made all
reasonable enquiries, is not a connected person of the
Company within the meaning of the Listing Rules

the 18,000,000 Offer Shares being initially offered for
subscription at the Offer Price under the International Offering
together, where relevant, with any additional Shares that may be
issued pursuant to any exercise of the Over-allotment Option,
subject to any adjustment or reallocation

the conditional placing of the International Offer Shares at the
Offer Price outside the United States in offshore transactions
in reliance on in Regulation S under the U.S. Securities Act,
as further described in “Structure of the Global Offering” in
this prospectus

the group of underwriters that are expected to enter into the
International Underwriting Agreement to underwrite the
International Offering

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

Citigroup Global Markets Asia Limited, China International
Capital Corporation Hong Kong Securities Limited and Merrill
Lynch (Asia Pacific) Limited

the joint global coordinators, the joint bookrunners and the
joint lead managers as named in “Directors and Parties
Involved in the Global Offering” in this prospectus

Shandong Lancai Tianxia Education Technology Co., Ltd. (Ll

VKT AERHEARATA), a limited liability company
established under the laws of the PRC on October 27, 2020,
and one of the Consolidated Affiliated Entities

December 16, 2022, being the latest practicable date prior to
the printing of this prospectus for the purpose of ascertaining
certain information contained in this prospectus

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

the Listing Committee of the Stock Exchange

the date, expected to be on or about January 9, 2023, on which
the Shares are listed on the Stock Exchange and from which
dealings in the Shares are permitted to commence on the Stock
Exchange
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DEFINITIONS

“Listing Rules”

“Memorandum of Association”

“Memorandum”

“MIITN

6‘MOE’7
“MOFCOM”

“MOHRSS”

“Mr. Zhang”

“NDRC”

“NPC”

“NRTA”

“Ocorian Trust Company”

“Offer Price”

“Offer Shares”

“Over-allotment Option”

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

Our memorandum of association, conditionally approved and
adopted on December 20, 2022 and to become effective on the
Listing Date, as amended, supplemented or otherwise modified
from time to time

Ministry of Industry and Information Technology of the PRC
(RN R SR B T 3RS S L)

Ministry of Education of the PRC (73 A R A1 20 5 &)
Ministry of Commerce of the PRC (7 3£ A F& 3 A1 5 p¥ 15 1)

Ministry of Human Resources and Social Security of the PRC

(FEE N RSB A ) PR AL O B )

Mr. ZHANG Xiaolong (3&/D#E), our chairman of the Board,
executive Director, chief executive officer and one of the
Controlling Shareholders

National Development and Reform Commission of the PRC

(GIEVNEE I EE 3 IR € S = R

National People’s Congress of the PRC (" #E A R HL A1 [5] 4= [
NRAERKE)

National Radio and Television Administration of the PRC (]
#e N ROJLAN B B K 4% T 44 R)), formerly known as the
State Administration of Radio, Film and Television (the
“SARFT”)

Ocorian Singapore Trust Company Pte. Ltd., an Independent
Third Party and professional trustee company established in
Singapore, acting as the trustee of each of ZXL Family Trust
and WL Family Trust

the final offer price per Offer Share (exclusive of brokerage of
1.0%, SFC transaction levy of 0.0027%, AFRC transaction
levy of 0.00015% and Stock Exchange trading fee of
0.00565%)

the Hong Kong Offer Shares and the International Offer
Shares

the option expected to be granted by us to and exercisable by
the Joint Overall Coordinators (for themselves and on behalf
of the International Underwriters), pursuant to which our
Company may be required to allot and issue up to an
aggregate of 3,000,000 additional Shares (representing 15% of
the Shares initially being offered under the Global Offering) to
cover over-allocations in the International Offering, details of
which are described in “Structure of the Global Offering —
Over-allotment Option” in this prospectus
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DEFINITIONS

“PBOC”

“PRC Legal Advisors”

“Pre-IPO Share Option Scheme”

“Price Determination Agreement”

“Price Determination Date”

“Registered Shareholders”
“Regulation S”

“Reorganization”

“RMB”

“SAFE”

“SAMR”

“SARFT”

“SATN

“SCNPC”

C‘SFC7’
“SFO”

the People’s Bank of China (FE] AR 4R1T), the central bank
of the PRC

Jingtian & Gongcheng, being the legal advisors to the
Company as to the PRC laws

the pre-IPO equity incentive scheme adopted by the Company
on December 31, 2020, as amended from time to time, the
principal terms of which are summarized in “Appendix IV —
Statutory and General Information — D. Pre-IPO Share
Option Scheme”

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

the date, expected to be on or about Friday, December 30,
2022 (Hong Kong time), when the Offer Price is determined
and, in any event, no later than Friday, January 6, 2023

the registered shareholders of Fenbi Bluesky
Regulation S under the U.S. Securities Act

the corporate and business restructuring of our Group
conducted in preparation for the Global Offering, details of
which are described in “History, Reorganization and Corporate
Structure — Corporate Development of Our Group —
Reorganization”

Renminbi, the lawful currency of the PRC

State Administration for Foreign Exchange of the PRC (%
N R FLAN B S REEAE B R )

State Administration for Market Regulation of the PRC (%
i 153 B B A0 )

State Administration of Radio, Film and Television of the PRC
(%E%%?ﬁ%?ﬁﬁ@%), currently known as the National
Radio and Television Administration (the “NRTA”)

State Administration of Taxation of the PRC (I ZBi ¥ 4 &)

Standing Committee of the National People’s Congress of the

PRC (h#EANRIEME 2E ARRERGHEHEZET)
the Securities and Futures Commission of Hong Kong
the Securities and Futures Ordinance Chapter 571 of the Laws

of Hong Kong, as amended, supplemented or otherwise
modified from time to time
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DEFINITIONS

“Share Subdivision”

“Shareholder(s)”

“Shares”

“Stabilizing Manager”

t1)

“Stock Borrowing Agreement

“Stock Exchange”

“Takeovers Code”

“Tencent”

“Tianxia Culture”

“Tianxia Education”

’

“top-rated instructor(s)

“Track Record Period”

“Underwriters”

“Underwriting Agreements”

“U.S.” or “United States”

“U.S. Securities Act”

the share subdivision on December 20, 2022, where each of
our issued and unissued share with par value of US$0.0001
each was subdivided into ten shares of our Company with a
par value of US$0.00001, such that the authorized share
capital of our Company was US$50,000 divided into
5,000,000,000 Shares with par value of US$0.00001 each

holder(s) of Shares

ordinary shares in the share capital of the Company with a par
value of US$0.00001 each

China International Capital Corporation Hong Kong Securities
Limited

the stock borrowing agreement expected to be entered into on
or around the Price Determination Date between Chalk Sky
Ltd and the Stabilizing Manager pursuant to which the
Stabilizing Manager may borrow up to 3,000,000 Shares from
Chalk Sky Ltd to cover over-allocations in the International
Offering

The Stock Exchange of Hong Kong Limited

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

Tencent Holdings Limited (HKEx Stock Code: 700), or
Tencent Holdings Limited and/or its subsidiaries, as the case
may be

Beijing Fenbi Tianxia Culture Communication Co., Ltd. e

*ﬁ%i?iﬂ:%%ﬁﬁﬁ/\—l) a limited liability company
established under the laws of the PRC on March 25, 2016 and
an indirect wholly-owned subsidiary of the Company

Beijing Fenbi Tianxia Education Technology Co., Ltd. (AL 5T #;
ERTHBERHARAT), a limited liability company
established under the laws of the PRC on November 15, 2016
and an indirect wholly-owned subsidiary of the Company

instructors ranked at the highest level within our Group, with
the ranking based on several factors, including their teaching
hours and performance, such as working attitudes, teaching
and content development capabilities, and student satisfaction

the period consisting of the three years ended December 31,
2019, 2020 and 2021 and the six months ended June 30, 2022

the Hong Kong Underwriters and the International
Underwriters

the Hong Kong Underwriting Agreement and the International
Underwriting Agreement

the United States of America

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

“US$” or “US dollars” United States dollars, the lawful currency of the United States

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

“White Form eIPO Service Computershare Hong Kong Investor Services Limited
Provider”
“WL Family Trust” the discretionary trust established by Mr. WEI Liang as the

settlor and the protector, with Ocorian Trust Company as the
trustee, details of which are set out in “History,
Reorganization and Corporate Structure”

“YLBJ” Beijing Yuanli Education Technology Co., Ltd. (AL IR T E
B A FR/AF]), a limited liability company established under
the laws of the PRC

“ZXL Family Trust” the discretionary trust established by Mr. ZHANG Xiaolong as
the settlor and the protector, with Ocorian Trust Company as
the trustee, details of which are set out in “History,
Reorganization and Corporate Structure”

“%” per centum

Translated English names of Chinese natural persons, legal persons, governmental authorities,
institutions or other entities for which no official English translation exist are unofficial translations
for identification purposes only. If there is any inconsistency, the Chinese names shall prevail.

In this prospectus, the terms “associate,” “close associate,” “core connected person,”
“connected person,” “connected transaction,” “controlling shareholder,” “subsidiary” and
“substantial shareholder” shall have the meanings given to such terms in the Listing Rules, unless the
context otherwise requires.
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GLOSSARY

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

“artificial intelligence” or “Al”

“average MAU”

“CAGR”

“career test preparation”

“CET 4~

“CET 6~

“Civil Servants Examination”

“contractual classes”

“Eastern China region”

“Fenbi online platform”

“formal courses”

“gross billings”

“MAU”

“National Civil Servants
Examination”

intelligence demonstrated by machines, in contrast to the
natural intelligence displayed by humans or other animals

average monthly active users, which, for a certain period, is
calculated by dividing the sum of MAUs for each month of
such period by the number of months in such period

compound annual growth rate

non-formal education and training of professional knowledge
required for the preparation of qualification examinations or
certification examinations related to certain occupations,
which is a sub-sector of non-formal vocational education and
training

College English Test Level 4, a national English as a foreign
language test in the PRC, mainly provided to college students

College English Test Level 6, a national English as a foreign
language test in the PRC, mainly provided to college students

the National Civil Servants Examination and the Regional
Civil Servants Examination

formal course, the course fees of which are partially or fully
refundable if the students complete the classes but fail to pass
the examinations as specified in our agreement

includes Jiangsu Province, Shanghai Municipality, Hubei
Province, Anhui Province, Zhejiang Province and Fujian
Province

a series of mobile apps launched by our Group, as well as
accompanying portals including websites and Weixin
mini-programs

online courses priced at RMB99 or above and offline courses
priced at RMBS500 or above; our formal courses are either
classified as non-contractual classes or contractual classes
from the revenue recognition perspective

the total book amount of the sales orders of our products and
courses placed on our platform in a given period, without
deducting any refunds and value-added tax

monthly active users, which refers to the number of active
users, i.e., registered users that logged on Fenbi online
platform at least once in a given period, in the relevant
calendar month

civil servants examination organized by the central Chinese
governments for recruiting central government officers and
civil servants
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GLOSSARY

“National Judicial Examination”

“non-contractual classes”

“non-formal vocational education and
training” or “non-formal VET”

“Northern China region”

“Northeastern China region”

“Northwestern China region”

“optical character recognition” or
‘4OCR”

“paid enrollment(s)”

“penetration rate”

“promotional courses”

“public institution(s)”

“R&D”

“real-time communications” or “RTC”

standardized bar examination administered by the Ministry of
Justice of the PRC

either promotional or formal courses, the course fees of which
are recognized over the service period if the students do not
withdraw from such classes

non-formal education and training that provides the necessary
knowledge and skills for employment, for the completion of
which students can only obtain certificates of completion
issued by institutions that are not officially recognized by the
governments, excluding, for the purpose of this prospectus,
corporate training

includes Shandong Province, Hebei Province, Beijing
Municipality, Tianjin Municipality and Henan Province

includes Heilongjiang Province, Jilin Province, Liaoning
Province and Inner Mongolia Autonomous Region

includes Shanxi Province, Shaanxi Province, Gansu Province,
Qinghai Province, Xinjiang Uygur Autonomous Region,
Ningxia Hui Autonomous Region and Tibet Autonomous
Region

the electronic or mechanical conversion of images of typed,
handwritten or printed text into machine-encoded text

the cumulative number of purchases of tutoring courses and
online learning products (i.e., membership package and
challenge exercise in the case of our Company) by students
during the given period; a student that purchased multiple
products and/or courses in a specific period is counted as
multiple paid enrollments in such period

the penetration rate of recruitment examination tutoring
services or career test preparation services in China is
calculated by dividing the unique student enrollments of such
services by the total number of applicants for the relevant
examinations

online and offline courses priced less than RMB99 and
RMB500, respectively; all promotional courses are classified
as non-contractual classes from the revenue recognition
perspective

public interest organization(s) established by the government
with state-owned assets, which are engaged in activities
typically in education, science and technology, culture and
healthcare

research and development

the near simultaneous exchange of information from the
sender to the receiver in a connection with negligible latency
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GLOSSARY

“Regional Civil Servants
Examination”

“recruitment examination tutoring”

“registered user(s)”

“Southern China region”

“Southwestern China region”

“teacher recruitment examination”

“unique students enrollment(s)”

civil servants examination organized by the Chinese
governments at provincial or city level for recruiting local
government officers and civil servants

a sub-sector of career test preparation targeting students
seeking to secure a job position in governmental or public
institutions or certain professions and industries of similar
nature, which mainly includes civil servants examination
tutoring, public institution employees examination tutoring and
teacher recruitment examination tutoring

a user account registered on Fenbi online platform with unique
credentials, such as a mobile number or an email address; if
an individual registers multiple user accounts using different
credentials, multiple registered users will be counted

includes Guangdong Province, Hunan Province, Jiangxi
Province and Hainan Province

includes Yunnan Province, Sichuan Province, Guizhou
Province, Chongqing Municipality and Guangxi Zhuang
Autonomous Region

recruitment examination of government-sponsored full-time
teachers for pre-school, primary and secondary education

the arithmetic total of the number of students enrolled in
various recruitment examination tutoring services or career
test preparation services in China, where applicable, during a
given period; a student will be counted only once if he or she
attends different tutoring courses for the same examination in
such period
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FORWARD-LOOKING STATEMENTS

We have included in this prospectus forward-looking statements. Statements that are not
historical facts, including statements about our intentions, beliefs, expectations or predictions for the
future, are forward-looking statements.

This prospectus contains forward-looking statements that are, by their nature, subject to
significant risks and uncertainties, including the risk factors described in this prospectus.
Forward-looking statements can be identified by words such as “may,” “will,” “should,” “would,”
“could,” “believe,” “expect,” “anticipate,” “intend,” “plan,” “continue,” “seek,” “estimate” or the
negative of these terms or other comparable terminology. Examples of forward-looking statements
include, but are not limited to, statements we make regarding our projections, business strategy and
development activities as well as other capital spending, financing sources, the effects of regulation,
expectations concerning future operations, margins, profitability and competition. The foregoing is not
an exclusive list of all forward-looking statements we make.

Forward-looking statements are based on our current expectations and assumptions regarding our
business, the economy and other future conditions. We give no assurance that these expectations and
assumptions will prove to have been correct. Because forward-looking statements relate to the future,
they are subject to inherent uncertainties, risks and changes in circumstances that are difficult to
predict. Our results may differ materially from those contemplated by the forward-looking statements.
They are neither statements of historical fact nor guarantees or assurances of future performance. We
caution you therefore against placing undue reliance on any of these forward-looking statements.
Important factors that could cause actual results to differ materially from those in the forward-looking
statements include regional, national or global political economic, business, competitive, market and
regulatory conditions and the following:

. our business prospects;
. our business strategies and plans to achieve these strategies;
. future developments, trends and conditions in and competitive environment for the industries

and markets in which we operate;

. general economic, political and business conditions in the markets where we operate;

. our financial condition and performance;

. our capital expenditure plans;

. changes to the regulatory environment, policies, operating conditions of and general outlook

in the industries and markets in which we operate;

. our expectations with respect to our ability to acquire and maintain regulatory licenses or
permits;

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

. the actions of and developments affecting our competitors;

. the length and severity of the recent COVID-19 outbreak and its impact on our business and

industry; and
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FORWARD-LOOKING STATEMENTS

. certain statements in various sections, including “Risk Factors,” “Industry Overview,”
“Regulation,” “Business,” “Financial Information,” “Relationship with Our Controlling
Shareholders” and “Future Plans and Use of Proceeds” with respect to trends in interest
rates, foreign exchange rates, prices, operations, margins, risk management and overall
market trends.

Any forward-looking statement made by us in this prospectus speaks only as of the date on which
it is made. Factors or events that could cause our actual results to differ may emerge from time to time,
and it is not possible for us to predict all of them. Subject to the requirements of applicable laws, rules
and regulations, we undertake no obligation to update any forward-looking statement, whether as a
result of new information, future developments or otherwise. All forward-looking statements contained
in this prospectus are qualified by reference to this cautionary statement.
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RISK FACTORS

An investment in our Shares involves significant risks. You should carefully read and
consider all of the information in this prospectus, including the risks and uncertainties described
below, before making an investment in our Shares. The following is a description of what we
consider to be our materials risks. Any of the following risks could have a material adverse effect
on our business, results of operations and financial condition. In any such case, the market price
of our Shares could decline, and you may lose all or part of your investment.

The risks and uncertainties identified below are not the only ones we face. Additional risks
and uncertainties not presently known to us or that we currently deem immaterial may also affect
our business and results of operations.

Our business and operations involve certain risks and uncertainties, many of which are beyond our
control. These risks can be broadly categorized as (1) risks relating to our business and industry, (2)
risks relating to our contractual arrangements, (3) risks relating to doing business in China, and (4)
risks relating to the Global Offering.

RISKS RELATING TO OUR BUSINESS AND INDUSTRY

If we fail to manage our growth effectively, our business, results of operations and financial
condition could be materially and adversely affected.

We experienced rapid growth in, among other things, the number of students we served and the
number of courses and products we delivered. Our rapid growth has placed, and may continue to place,
significant demands on our management and personnel, as well as our operational, technological,
financial and other resources. To maintain our growth, we need to continue to attract more students,
enrich our course offerings, attract and retain qualified teaching staff and other employees, and enhance
our technology and infrastructure. We will also be required to refine our operational, financial and
managerial controls and reporting systems and procedures, and reinforce the training and management
of our teaching staff and other employees.

We have invested significant resources to rapidly establish an extensive offline network.
Specifically, we incurred substantial costs to assemble a high-caliber teaching team to support our
classroom-based course offerings, which affected our results of operations in the short term. In 2019,
2020, 2021 and the six months ended June 30, 2021 and 2022, our gross profit margin was 46.2%,
23.0%, 24.5%, 17.1% and 47.5%, respectively. In particular, for our classroom-based tutoring services,
we recorded gross margin of (11.1)% and (0.3)% in 2020 and 2021, respectively. In addition, we
recorded net profit of RMB154.1 million in 2019 and net loss of RMB484.5 million, RMB2,046.0
million and RMB391.8 million in 2020, 2021 and the six months ended June 30, 2022, respectively. To
effectively manage our growth and improve our profitability, we have optimized our employee structure
and sought to increase the utilization and efficiency of our teaching staff. However, we cannot assure
you that our current and planned personnel, systems, procedures and controls will be adequate to
support our future operations or that we will be able to effectively manage our growth or recruit, train
and retain qualified personnel to support the operation of an extensive network of local operational
hubs. If we fail to effectively manage the growth of our business, our costs and expenses may increase
more than we have planned, and we may not successfully attract a sufficient number of students and
teaching staff in a cost-effective manner, respond to competition and other challenges, or otherwise
execute our business strategies and capitalize on business opportunities. Our ability to effectively
implement our strategies and manage any significant growth of our business will depend on a number
of factors, including our ability to:

. control our costs and expenses and maintain or increase our margins and profitability;

. increase our total paid enrollments and course fee level,;
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RISK FACTORS

. recruit, train, retain and motivate new employees, in particular our teaching staff and
technological and content development professionals;

. implement enhancements and improvements to technological systems and infrastructure;
. improve content offerings to make them appeal to existing and prospective students;

. increase the awareness of our brand and protect our reputation;

. keep up with evolving industry standards, technologies and market developments;

. compete effectively against existing competitors and new market entrants;

. improve our operational, financial and managerial controls and efficiencies; and

. protect and further develop our intellectual property rights.

These activities may require significant capital expenditures and investment of valuable
management and financial resources, and our growth will continue to place significant demands on such
resources. We cannot assure you that we will be able to effectively manage any future growth in an
efficient, cost-effective and timely manner, or at all. If we do not effectively manage the growth of our
business and operations, our reputation, results of operations and overall business and prospects could
be adversely affected. We may also have to optimize our employee structure to adapt to the evolving
market and business conditions to the extent deemed necessary or desirable by our management, which
may adversely affect our business, results of operations, financial condition and reputation.

Furthermore, our offline business has significantly contributed to our recent growth since the
large-scale launch of our classroom-based tutoring in May 2020. We believe we have successfully built
our nationwide coverage and established local operational hubs in strategic localities. Going forward,
we plan to leverage the existing operational hubs to increase our paid enrollments in a cost-effective
manner. Our recent growth may not be indicative of our growth rate in the future. We may not be able
to sustain revenue growth consistent with recent history or at all.

We have a limited operating history with our OMO integration model, which makes it difficult to
forecast our revenue growth and evaluate our business and prospects.

We operate in China’s career test preparation industry with proprietary technology infrastructure.
Leveraging the user base and course offerings accumulated through our Fenbi online platform, we
began to provide classroom-based tutoring courses on a trial basis in April 2017 and launched our
offline course offerings on a large-scale basis in May 2020. We aim to integrate online and offline
services to optimize the teaching efficacy and efficiency of our instructors and the learning experience
of our students, which could serve to expand our revenue streams. We had established a nationwide
offline network of local operational hubs to support our expansion. Our revenue increased by 83.7%
from RMB1,160.3 million in 2019 to RMB2,132.1 million in 2020, and further increased by 60.8% to
RMB3,428.6 million in 2021. However, we recorded gross margin of (11.1)% and (0.3)% for our
classroom-based tutoring services in 2020 and 2021, respectively, and recorded net loss of RMB484.5
million and RMB2,046.0 million in the same periods, respectively. To effectively manage our growth
and improve our profitability and taking into account the impact of the COVID-19 pandemic on our
classroom-based tutoring in the near term, we strategically adjusted the number of our operational hubs
by closing 188 operational hubs in 2021 and 88 operational hubs in the six months ended June 30,
2022. As such, our revenue decreased by 23.0% from RMB1,885.4 million in the six months ended
June 30, 2021 to RMB1,451.0 million in the six months ended June 30, 2022. In 2019, 2020, 2021 and
the six months ended June 30, 2021 and 2022, revenue generated from our classroom-based tutoring
services accounted for 30.5%, 41.6%, 47.2%, 53.3% and 36.1% of our total revenue in the same
periods, respectively. Our limited operating history under the OMO integration model may not serve as
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an adequate basis for evaluating our results of operations and prospects. We have encountered, and may
continue to encounter in the future, risks and uncertainties frequently experienced by growing
companies in rapidly evolving industries, such as managing our cost structure and profitability level
and addressing market competition and regulatory developments. If we do not successfully address
these risks and uncertainties, our results of operations and financial condition could deviate materially
from our estimates and forecasts, which could materially and adversely impact our business and the
market price of our Shares.

We face intense competition, which could divert students to our competitors and lead to pricing
pressure and loss of market shares.

The career test preparation industry in China is highly competitive, according to the F&S Report,
and we expect competition in this sector to persist and intensify with new market entrants. Our business
model may be imitated by current or future competitors, some of whom may have longer operating
histories, greater brand recognition, larger teams of teaching staff, or greater financial, technological,
marketing or other resources than we do. They may be able to devote greater resources than us to the
development and promotion of their courses and products, and may be able to react more promptly and
effectively to the evolving industry trends, student demands, testing materials, admission standards or
technological developments. Our competitors may adopt similar curricula and marketing approaches,
with different pricing and service packages that may become more attractive than our offerings. In
addition, as we continuously expand our course offerings, we may face competition from career test
preparation service providers that focus on a particular area where we just entered, and are able to
devote all of their resources to that business line. Leveraging their established experience, these
competitors may be able to adapt to changing student preferences and market conditions more quickly
than we do. These competitors may, therefore, have a competitive advantage over us with respect to
such areas. We cannot assure you that we will be able to compete effectively with such present and
future competitors. Our paid enrollments may decrease due to intense competition, which may require
us to reduce course fees and/or increase spending to attract and retain students and high-caliber
teaching staff, or pursue new market opportunities. As a result, our revenue and/or profitability may
decline. Our failure to compete effectively may also erode our market share, which could further
materially and adversely affect our business, results of operations and financial condition.

We had net loss, net current liabilities, net liabilities and net cash used in operating activities
during the Track Record Period, and may continue to incur net loss, net current liabilities, net
liabilities and net cash used in operating activities in the foreseeable future, which can expose us
to liquidity risks.

We recorded net loss of RMB484.5 million, RMB2,046.0 million, RMB945.5 million and
RMB391.8 million in 2020, 2021 and the six months ended June 30, 2021 and 2022, respectively,
primarily due to the rapid expansion of our classroom-based tutoring business that had not yielded the
expected results. We had net current liabilities of RMB532.8 million as of December 31, 2020,
primarily relating to refund liabilities of RMB757.8 million primarily as a result of the increased paid
enrollments of our contractual classes and trade and other payables of RMB312.5 million attributable to
an increase in employee benefits payables driven by an increase in our employee headcount. We had net
current assets of RMB27.7 million as of December 31, 2021, primarily attributable to proceeds from
our equity financing, which was completed in June 2021. We had net liabilities of RMB6,576.2 million,
RMBS,234.6 million and RMB8,938.5 million as of December 31, 2020 and 2021 and June 30, 2022,
respectively, primarily attributable to financial liabilities at fair value through profit or loss relating to
convertible preferred shares issued in our equity financings, which will be re-designated as equity upon
the Listing. In 2021, our net cash used in operating activities was RMB915.1 million. We may continue
to record net loss and net cash used in operating activities as we expand, and we cannot assure you that
we will not incur net current liabilities in the future. A net current liabilities position can expose us to
the risk of shortfalls in liquidity, in which case our ability to raise funds, obtain bank loans and declare
and pay dividends will be materially and adversely affected.
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Our profitability and liquidity position is dependent on, among other factors, our ability to grow
paid enrollments and course fee level, enrich content offerings, improve teaching quality, implement
effective pricing strategies, manage our refund liabilities, and increase operational efficiency. If we are
unable to generate adequate revenue to offset the associated cost and expenses or effectively manage
our cost and expenses structure, we may continue to incur significant loss and may not be able to
achieve or subsequently maintain profitability and improve liquidity position.

If we fail to continue to attract students and increase their purchases and spending with us, our
business, results of operations and financial condition could be materially and adversely affected.

The success of our business depends primarily on the number of paid enrollments and the amount
of fees that our students are willing to pay. Therefore, our ability to continue to attract students to
purchase our courses and products and increase their spending with us is critical to our sustainable
growth and continued success. This in turn will depend on, among others, the following factors, some
of which are beyond our control:

. our reputation which is mainly driven by the quality and coverage of our courses and
products;
. our ability to develop new content and enhance or adapt existing content to respond to

changes in market trends and student demands;

. our ability to train and retain qualified instructors and other teaching staff;

. our ability to manage our growth without compromising our teaching quality;

. our ability to leverage technological innovations to improve our Fenbi online platform;

. our ability to market our courses and products to a broader base of prospective students;

. our ability to compete effectively in China’s career test preparation industry;

. our ability to respond to evolving regulations in China’s career test preparation industry and

other laws applicable to our operations; and

. the prospect of the career test preparation industry, which may be affected by, among other
things, the quantity and attractiveness of government-sponsored positions and other job
opportunities that our students would pursue.

In addition, as approximately 67.5% of all students who paid for our offline courses in 2021 were
converted from students who had previously paid for our online offerings, if we fail to maintain the
rapid growth of our online user base or if our online service offerings fail to appeal to prospective
students, the paid enrollments for our classroom-based business may experience a corresponding
decrease. If we are unable to continue to attract students to purchase our course packages or increase
their spending with us, our revenue may decline, which may have a material adverse effect on our
business, results of operations and financial condition.

If we fail to continue to engage, train and retain qualified teaching staff, we may not be able to
maintain consistent teaching quality, and our business, results of operations and financial
condition may be materially and adversely affected.

We have a dedicated team of teaching staff, including instructors and other supporting staff, which
are critical to maintaining the quality of our tutoring services. We have implemented comprehensive
measures, including selective hiring process, systematic continuing training, and competitive
compensation packages based on rigorous on-going evaluation, to recruit, train and retain our teaching
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staff. See “Business — Our Teaching Staff.” There is a limited pool of qualified teaching staff in the
industry, and we may need to offer higher compensation packages, better trainings, more attractive
career trajectory and other benefits to attract and retain qualified teaching staff, which could be costly
and burdensome. As we expand and develop new courses, we may need to recruit additional qualified
teaching staff with appropriate skillsets and backgrounds to effectively deliver our course offerings. We
cannot assure you that we will be able to effectively recruit and train such teaching staff in a timely
manner or on commercially reasonable terms, or at all. Furthermore, given other potential opportunities
for our teaching staff, some of them may choose to leave us over time. Departure of qualified teaching
staff may reduce the attractiveness of our course offerings and negatively impact our paid enrollments.
Furthermore, if such qualified teaching staff, in particular top-rated instructors, join our competitors,
students may decide to follow them and purchase the courses offered by our competitors, which may
further weaken our competitive position in the industry. In addition, we need to continue to offer
systematic on-board and on-the-job training to our teaching staff in order to ensure our teaching quality
and efficacy, which may be costly and may not be able to achieve the desired effect. We may not
always be able to recruit, train and retain a sufficient number of qualified teaching staff to keep pace
with our growth and maintain consistent teaching quality. We may also face significant competition in
recruiting qualified teaching staff from our competitors or from other opportunities that are perceived as
more desirable. Moreover, we optimized the structure of our teaching team during the Track Record
Period, which could pose risks to the quality of our course offerings. The number of our instructors
decreased from 7,276 as of June 30, 2021 to 4,520 as of December 31, 2021 and further to 3,796 as of
June 30, 2022. The turnover rate of our full-time instructors, as calculated by dividing the number of
departed instructors in the relevant period by the average number of instructors at the beginning and
end of the same period, was 41.6%, 42.3%, 108.9% and 20.2% for 2019, 2020, 2021 and the six months
ended June 30, 2022, respectively. See “Business — Our Teaching Staff — Our Instructors.” A shortage
of qualified teaching staff, a high instructor turnover rate, a decrease in our teaching quality, whether
actual or perceived, or a significant increase in the cost to recruit or retain qualified teaching staff
would have a material adverse effect on our reputation, business, results of operations and financial
condition.

We may not be able to develop content offerings in a timely and cost-effective manner to make
them appeal to existing and prospective students, or at all.

We offer a comprehensive suite of career test preparation tutoring courses designed for adult
students pursuing careers in government-sponsored institutions and a number of professions and
industries, such as teaching, healthcare, accounting, construction and law. In addition to our online
systematic large-class courses, we began to offer online premium courses with personalized tutoring
services in June 2020, targeting students in need of more individual attention and targeted support. We
also expanded our course offerings to offline markets on a large-scale basis in May 2020. Our content
development team is dedicated to developing, updating and improving our course curricula and
materials to react to the latest industry trends and student preferences. The updates and improvements
of our existing courses and the development of new courses may not be accepted by existing or
prospective students. As we continue to grow and expand into new course subjects and course types, we
may fail to attract students or maintain a high level of student satisfaction as we may have limited or no
prior experience for these new offerings. Even if we are able to develop acceptable new courses, we
may not be able to introduce them as quickly as students require or as quickly as our competitors
introduce competing offerings, as the timing is subject to a number of risks and uncertainties, such as
unexpected technical, operational, logistical, regulatory or other obstacles. Moreover, we cannot assure
you that any of the content will compete effectively and achieve the quality or popularity of those
developed by our competitors, achieve widespread market acceptance, or generate the desired level of
revenue. Furthermore, offering new course curricula and learning materials or upgrading existing ones
may require us to commit significant resources and make significant investments in content
development. If we are unsuccessful in addressing any of the risks and uncertainties relating to content
development, our business, results of operations and financial condition may be materially and
adversely affected.

— 38 —



RISK FACTORS

If we fail to develop and apply advanced technologies to support and optimize our online products
and services, we may lose market share and our business may be materially and adversely
affected.

We believe our technologies are critical to our business. Over the years, we have utilized various
core technologies, including RTC, big data, artificial intelligence, OCR, cloud technologies and other
advanced technological applications, to support our online products and services. See “Business — Our
Technology Infrastructure and Applications.” The online career test preparation industry is subject to
rapid technological changes and innovation. Our technologies may become outdated, and we may have
difficulties in following and adapting to technological changes in the industry in a timely and
cost-effective manner. New technologies and products developed and introduced by our competitors
could render our offerings less attractive or even obsolete, thus materially affecting our business and
prospects. In addition, our substantial investments in advanced technologies and innovation may not
produce expected results. If we fail to continue to develop, innovate and utilize advanced technologies
or if our competitors develop or apply more advanced technologies, our business, results of operations
and financial condition could be materially and adversely affected.

Excessive refunds or potential refund disputes may negatively affect our results of operations,
financial condition and reputation.

The course fees for our contractual classes are partially or fully refundable if the students
complete the classes but fail to pass the examinations as specified in our agreement. During the Track
Record Period, for partially refundable contractual classes, the proportion of the total course fees that
are subject to refund generally ranged from 65% to 70%. Students who purchase our “challenge
exercise” product will be granted a partial or full refund of the purchase price if they achieve the target
score within a prescribed period. In addition, for all types of classes, if students decide to withdraw
from the course, we may allow refunds in proportion to the remaining courses at the time of refund
request initiation. We had refund liabilities of RMB196.1 million, RMB757.8 million, RMB680.3
million and RMB685.0 million as of December 31, 2019, 2020 and 2021 and June 30, 2022,
respectively. See “Financial Information — Discussion of Major Balance Sheet Items — Refund
Liabilities.” The number of refund requests and the amount of refunds for a certain period could be
affected by a number of factors, many of which are beyond our control. These factors include, without
limitation, a change of mind of our students about taking the relevant examinations, a change in the
examination schedule or recruitment plan, compromised access to offline courses amid the COVID-19
outbreak, student dissatisfaction with our teaching quality and our content offerings. As such, the
refund rates were subject to fluctuations during the Track Record Period as a result of, among others,
delayed examinations amid the COVID-19 pandemic, and therefore the refund rate of a given period
may not be indicative of revenue recognized in the same period, as the latter would not be significantly
affected by the postponement of examinations due to the relatively short service periods of our course
offerings.

The overall refund rates, as calculated by dividing the amount of course fees refunded in a given
period by the amount of course fees collected in the same period, increased from 15.9% in 2019 to
31.3% in 2020 and further to 47.7% in 2021, primarily due to an increase in the no-pass refund rates,
which was in turn because (1) the contractual classes we offered in 2019 were primarily relating to
interview tests, the no-pass refund rates of which were relatively lower than those of the written tests,
while we launched written test contractual classes and fully refundable contractual classes in 2020 and
2021, and (2) a portion of the refunds for courses relating to the 2020 Regional Civil Servants
Examinations were delayed and carried out in 2021 as the relevant examinations were postponed due to
the COVID-19 outbreak. The overall refund rates in terms of course fees collected decreased to 33.2%
in the six months ended June 30, 2022, primarily because the Regional Civil Servants Examinations
originally scheduled in the first half of 2022 had been postponed to the second half, and accordingly
the related actual no-pass refund requests had not been received by us in the six months ended June 30,
2022. Specifically, the no-pass refund rates for our contractual classes increased from 23.7% in 2019 to
35.1% in 2020 and further to 58.5% in 2021, and subsequently decreased to 45.0% in the six months
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ended June 30, 2022. The overall refund rates for our online tutoring services were 9.4%, 19.2%, 18.4%
and 21.1% in 2019, 2020, 2021 and the six months ended June 30, 2022, respectively, and the overall
refunds rates for our classroom-based tutoring services were 28.6%, 37.7%, 62.0% and 47.6% in the
same periods, respectively. Excessive refund payments that we may be required to make to our students,
as well as the expenses we may incur for processing refunds and resolving refund disputes, could
adversely affect our liquidity and working capital. A high volume of refunds and refund disputes may
also generate negative publicity, which could materially and adversely affect our reputation, business,
results of operations and financial condition.

If we fail to maintain and enhance our brand image and generate positive publicity, or if we incur
excessive customer acquisition cost, our business, results of operations and financial condition
could be materially and adversely affected.

We believe that the market recognition of our “Fenbi (#2£)” brand has significantly contributed
to the success of our business, and that maintaining and enhancing our brand recognition is critical to
sustaining our competitive advantage.

We have mainly relied on word-of-mouth referrals to attract prospective students. We also use
various branding and marketing methods to promote our brand and course offerings, such as through
our Fenbi online platform, direct sales force, offline events and social media platforms. See “Business
— Branding and Marketing.” We cannot assure you that these or our other marketing efforts will be
successful in promoting our brand to remain competitive. In addition, in 2019, 2020, 2021 and the six
months ended June 30, 2021 and 2022, our selling and marketing expenses were RMB116.2 million,
RMB404.9 million, RMB704.1 million, RMB385.9 million and RMB253.1 million, respectively,
representing 10.0%, 19.0%, 20.5%, 20.5% and 17.4% of our total revenue for the same periods,
respectively. Our customer acquisition cost as measured by selling and marketing expenses per paid
enrollment was RMB19.5, RMB42.1, RMB72.0, RMB70.3 and RMBG61.4, respectively, in the same
periods. We may also conduct marketing campaigns and use various other marketing strategies to
promote, among others, our newly developed online and classroom-based courses, which may further
increase our selling and marketing expenses. If we are unable to further enhance our brand recognition
and increase awareness of our services and products, or if we incur excessive customer acquisition cost,
our business and results of operations may be materially and adversely affected.

In addition, any negative publicity about us, our management, our business partners and other
stakeholders, and the industry in which we operate can harm our brand recognition. Negative publicity,
regardless of merits, could be related to a wide variety of matters, including but not limited to:

. alleged misconduct or other improper activities committed by our students or our
management team, teaching staff and other employees, including misrepresentation made by
our employees to potential students during sales and marketing activities, and other

fraudulent activities to artificially inflate the popularity of our course or product offerings;

. false or malicious allegations or rumors about us or our management, Shareholders,
affiliates, and teaching staff and other employees;

. malicious harassment or unfair competition acts by third parties;
. complaints by our students about our services, such as complaints about our teaching quality,
pricing policy, refund policy and the stability of our online platform, and sales and

marketing activities;

. refund disputes between us and our students;
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. employment-related allegations relating to dismissal, employment discrimination, and wage
and hour violations, such as those relating to our employee structure optimization during the
Track Record Period;

. governmental and regulatory investigations or penalties resulting from our failure to comply
with applicable laws and regulations; and

. governmental or regulatory penalties imposed on our Shareholders for any misconduct,
whether or not it involves us or our business operations.

If we are unable to defuse negative press coverage about our Company, our brand may suffer and
our reputation may be materially and adversely affected.

Moreover, there has been an increasing use of social media platforms and other forms of
internet-based communications. The availability of information on such online channels is virtually
immediate as is its impact, which leaves us little time to respond to or mitigate any adverse effect. Our
success depends, in part, on our ability to generate positive student feedback and minimize negative
feedback on social media channels where existing and prospective students seek and share information.
For example, if our students are dissatisfied with any action we take or change we implement in our
course offerings, their online commentary to this effect could negatively affect our brand and
reputation. Information concerning our Company, management, Shareholders, affiliates, and teaching
staff and other employees may also be posted on such social media channels at any time. The risks
associated with any such negative publicity or incorrect information cannot be eliminated or mitigated
and may materially harm our reputation, business, results of operations and financial condition.

Our business and operations have been, and may continue to be, adversely affected by the
COVID-19 pandemic.

A novel strain of coronavirus, known as COVID-19, has severely affected China and many other
countries. On March 11, 2020, the World Health Organization declared COVID-19 a global pandemic.
Many businesses and social activities in China and other countries and regions have been severely
disrupted, particularly in the first quarter of 2020, including us. Government efforts to contain the
spread of COVID-19, including city lockdowns, “stay-at-home” orders, travel restrictions and other
emergency quarantines, have caused significant and unprecedented disruptions to the global and
Chinese economy and normal business operations across sectors. For example, during the Track Record
Period and up to the Latest Practicable Date, over 60 major national or provincial recruitment and
qualification examinations were postponed as a result of the COVID-19 outbreak, such as the 2020
Public Institution Employee Recruitment Examination of Guangdong Province and the 2021 National
Civil Servants Examination, which required us to postpone relevant course delivery, leading to delayed
revenue recognition. In particular, in 2022, several recruitment and qualification examinations had been
postponed for months compared to their original schedules. For example, the 2022 Multi-provincial
Unified Civil Servants Examination, which involves more than 20 provinces, was delayed from March
2022 to July 2022. In addition, as a result of the regional resurgence of COVID-19 cases in China,
certain municipal level teacher qualification and recruitment examinations originally scheduled in the
first half of 2022 had been postponed to the second half, and certain municipal level teacher
qualification examinations originally scheduled in October 2022 had tentatively been postponed to
2023. The 2023 National Civil Servants Examination originally scheduled in December 2022 has been
postponed to January 2023. The 2023 Regional Civil Servants Examinations for Beijing City and
Shandong Province originally scheduled in December 2022 were also postponed, with the new
examination dates to be determined. On the other hand, several other examinations were held earlier
than scheduled, such as certain Regional Civil Servants Examinations in 2021, which resulted in
shortened service periods and lowered course fees we charged and, therefore, decreased revenue.
Moreover, as mandated shutdowns went into effect across China in early 2020 when the COVID-19
outbreak peaked in China, we experienced nationwide suspension of our classroom-based tutoring
courses from January 2020 to May 2020. After that, we from time to time experienced regional
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suspension of our classroom-based tutoring courses in over 100 cities across 29 provinces,
municipalities, and autonomous regions due to the restrictions on offline activities amid the local
resurgence of the pandemic. Specifically, in 2021, we suspended our classroom-based tutoring courses
in approximately five cities for 60 to 90 days, approximately 55 cities for 30 to 60 days, and
approximately 30 cities for less than 30 days; since 2022 and up to the Latest Practicable Date, we
suspended our classroom-based tutoring courses in approximately five cities for over 90 days,
approximately 44 cities for 60 to 90 days, approximately 19 cities for 30 to 60 days, and approximately
one city for less than 30 days. As a result, the paid enrollments of our classroom-based tutoring courses
grew slower than expected. However, we continued to incur relevant employee benefit expenses and
fixed cost and expenses relating to the relevant leased properties on which we operate our
classroom-based tutoring services, which adversely affected our results of operations and profitability.
For details of the impact of COVID-19 on our business, results of operations and financial condition,
see “Financial Information — COVID-19 Outbreak and Effects on Our Business.”

Although the Chinese government has gradually lifted restrictions and quarantine measures in
China, we cannot assure you that our business volume and growth rate will fully recover in the near
future due to the uncertainties associated with the development of COVID-19. There remain significant
uncertainties surrounding the COVID-19 outbreak and its further impact on our business and
operations, considering the severe global situation and the recent regional resurgence of COVID-19
cases in certain areas in China. Should there be an escalation of the spread, China may again take strict
emergency measures to combat the spread of the virus, including travel restrictions, mandatory
cessations of business operations including offline tutoring services, mandatory quarantines,
work-from-home and other alternative working arrangements, the postponement of various recruitment
and qualification examinations, and limitations on social and public gatherings and lockdowns of cities
or regions, which may impact our business. As a result, the extent of the disruption to our business and
the related impact on our financial results and outlook cannot be precisely estimated at this time. We
are continuously evaluating its impact on our business, results of operations and financial condition,
which we believe will depend on the duration of the pandemic and the government’s responsive
measures. The potential negative impact brought by and the duration of the COVID-19 outbreak may be
difficult to assess or predict as the actual effects will depend on many factors beyond our control. If the
outbreak persists or escalates, we may be subject to further negative impact on our business operations,
results of operations and financial condition.

We have conducted, and will continue to conduct, measures to control the risk of virus spread in
our business operations, including purchasing disinfection products, distributing masks for employees,
and requiring all employees to declare their recent travel history. However, if any of our employees,
especially our teaching staff, has contracted or is suspected of having contracted any contagious disease
or condition, local governments may require such employee to be quarantined and the related offices,
tutoring facilities and other premises to be closed and disinfected. As a result, our business operations
would be adversely affected.

Uncertainties exist in relation to new legislation or proposed changes in the PRC regulatory
requirements regarding private education, which may materially and adversely affect our
business, results of operations and financial condition.

The private education industry in China is subject to regulations in various aspects. Relevant rules
and regulations are relatively new and evolving and could be changed to accommodate the development
of the private education, including the online private education markets.

For example, pursuant to the amended Law for Promoting Private Education of the PRC (H#E A
RN B R HFZCH (2 #E5) (the “Amended Private Education Law™), private schools are required to
obtain a private school operating permit. On April 7, 2021, the State Council officially promulgated the
revised Regulations on the Implementation of the Law for Promoting Private Education of the PRC ('
#E N R ICAN B R PEECE e R B ) (the “2021 Revised Regulations™), which became effective on
September 1, 2021. According to the 2021 Revised Regulations, private schools to carry out training
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and educational activities online using internet technology shall obtain the corresponding private school
operating permits. The 2021 Revised Regulations further stipulates that, private schools that carry out
training and educational activities online using internet technology shall establish and implement
internet security management systems and technical measures for security protection as required by law,
and shall, upon discovery of the release or transmission of any information prohibited by laws or
administrative regulations from release or transmission, immediately have the transmission stopped and
remove or otherwise dispose of the information to prevent its dissemination, retain related records, and
report the case to relevant authorities. See “Regulation — Regulations Related to Private Education.”
However, it remains unclear under the 2021 Revised Regulations as to whether and how a non-formal
VET service provider like us, especially in relation to our online tutoring services, needs to comply
with the operating permit requirement. Moreover, as the 2021 Revised Regulations were recently
promulgated and became effective, there are still substantial uncertainties as to how it will be
interpreted and enforced, and whether and how local governments would promulgate rules related to the
filing or licensing requirement applicable to non-formal VET service providers like us. See “— We face
uncertainties with respect to the development of regulatory requirements on operating licenses, permits
and approvals for our operations in China. If we fail to obtain or renew requisite licenses, permits or
approvals in a timely manner or obtain newly required ones due to adverse changes in regulations or
policies, it could have a material adverse effect on our business, results of operations and financial
condition.”

The PRC governments may also increase the level of regulatory scrutiny on the private education
industry, and new laws and regulations may be enacted to the disadvantages of our business. Regulators
may also view matters or interpret current laws and regulations differently than they have in the past or
in a manner adverse to our business. For example, in July 2021, the General Office of the CPC Central
Committee and the General Office of the State Council jointly issued the Opinions on Further
Alleviating the Burden of Homework and After-School Tutoring for Students in Compulsory Education
(B HE— 22 I Fe 5 2 B B B B A A S BB AR AN RN B HE R B JL), following which a number of
municipalities have issued implementation measures. Although we are not subject to such opinions and
implementation measures as a non-formal VET service provider targeting adult students, we cannot
assure you that some of the provisions of the foregoing opinions will not be applied by analogy to all
service providers in the private education industry, such as the provision that prepayments of tutoring
fees shall be preserved in a specific bank escrow account and that the prepayments of tutoring fees
shall not cover a period of over three months or over 60 classes. We also cannot assure you that we will
not be subject to heightened regulations on any critical aspects of our daily operations, such as course
coverage, course delivery mode, pricing and marketing activities. For example, while there has been no
specific restrictions and requirements on marketing activities by non-formal VET service providers,
including us, any heightened regulatory scrutiny on the content and manner of our marketing efforts
may harm our ability to promote our services and attract new students, and may increase our selling
and marketing expenses, all of which could adversely affect our business, results of operations and
financial condition. If any of the foregoing happens, we may fail to adapt to such changes timely and
effectively, and we may incur significant compliance costs in this process. Our liquidity and working
capital may also be adversely affected. Any heightened regulatory scrutiny or action may impose
conflicting obligations on us, which could impede our ability to continue our operations and, in turn,
materially and adversely affect our business, results of operations and financial condition.

We face uncertainties with respect to the development of regulatory requirements on operating
licenses, permits and approvals for our operations in China. If we fail to obtain or renew requisite
licenses, permits or approvals in a timely manner or obtain newly required ones due to adverse
changes in regulations or policies, it could have a material adverse effect on our business, results
of operations and financial condition.

We are subject to government regulations for all material aspects of our operations in China. As
advised by our PRC Legal Advisors, during the Track Record Period and up to the Latest Practicable
Date, save as disclosed in “Business — Licenses, Permits and Approvals,” we had obtained all licenses,
permits, and approvals necessary to conduct our operations in all material respects in China. However,
the interpretation or implementation of existing laws and regulations are subject to changes from time
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to time, and the implementation of new laws and regulations is subject to uncertainties. If government
authorities determine that our operations fall within the scope of business operations that require
additional licenses, permits or approvals, we may not be able to obtain such licenses, permits or
approvals in a timely manner or on commercially reasonable terms or at all, and failure to obtain such
licenses, permits or approvals may subject us to fines, legal sanctions or an order to suspend our related
operations. Moreover, we may fail to renew or update any of our existing licenses and permits in a
timely manner and on commercially reasonable terms, or at all, which could materially and adversely
affect our business, results of operations and financial condition. Government authorities may also from
time to time issue new laws, rules and regulations and enhance enforcement of existing laws, rules and
regulations, which could require us to obtain new and additional licenses, permits or approvals.
Considerable uncertainties could exist with respect to the interpretation and implementation of existing
and future laws and regulations governing our business activities. If we are not able to comply with the
applicable legal requirements, we may be subject to fines, confiscation of the gains derived from our
non-compliant operations, or suspension of our non-compliant operations, any of which may materially
and adversely affect our business, results of operations and financial condition.

As the internet industry and education industry in China are subject to strict regulation, we are
required to obtain and maintain all necessary approvals, licenses or permits applicable to our business
operations and make all necessary registration and filings for our online tutoring services in China. We
hold a Value-added Telecommunications Business Operating License for Internet Information Service
and a License for the Production and Operation of Radio and Television Programs through Fenbi
Bluesky, our PRC operating entity. We may be required to apply for and obtain additional licenses or
permits for our online operations as the interpretation and implementation of current PRC laws and
regulations are still evolving, and new laws and regulations may also be promulgated.

For example, the Administrative Regulations on Internet Audio-Visual Program Service (. J4H#
AN H RBSE HALE) (the “Audio-Visual Regulations”) requires any entity engaged in certain
audio-visual program services via the internet to hold a License for Online Transmission of
Audio-visual Programs (5 B A4 B AR R 6 H 57T %) (the “AVSP”). According to the Circular on
Strengthening the Administration of the Online Show Live Streaming and E-commerce Live Streaming
CBRS T s 48 4% 75 5 B 4% 0 2 v B A B A9 4 ) (“Circular 78”) issued by the NRTA on November 12,
2020, online platforms that provide online show live streaming or e-commerce live streaming services
shall register with the National Internet Audio-visual Platforms Information Management System (4[]
HEEA T /15 BB AR %40). The Circular on the Guiding Opinions on Strengthenmg Standardized
Management of Online Live Streaming ([ JiH i 4 %E%%ﬁ%ﬁ FTAER TR EZ /), which was
issued on February 9, 2021, further provides that live streaming platforms that provide online
audio-visual program services must obtain an AVSP (or complete the registration with the National
Internet Audio-visual Platforms Information Management System) and complete the ICP filing
procedure. However, as of the date of this prospectus, only wholly state-owned or state-controlled
enterprises are eligible to apply for the AVSP according to the Audio-Visual Regulations. As a result,
we have not been able to obtain an AVSP as we are not a wholly state-owned or state-controlled
enterprise. The regulations and policies for private enterprises to conduct audio-visual business are
being formulated and have not yet been promulgated, and in practice, many private enterprises
engaging in the internet audio-visual business have not obtained the AVSP or complete the registration
procedure.

Pursuant to the Audio-Visual Regulations, an entity that engages in the provision of internet
audio-visual program services without obtaining an AVSP or completing the registration may be warned
by the competent authorities at or above the county level, ordered to rectify the non-compliance, and
may also be imposed a fine of up to RMB30,000. If the circumstance is serious, the administrative
authorities of radio and television of the people’s government at or above the county level shall suspend
the operations, confiscate the equipment used for relevant illegal activities, and impose a fine of one to
two times the total investment in the business. We were imposed a fine of RMB3,000 by the Cultural
Market Administrative Law Enforcement Department of Beijing Municipal in December 2019 for
carrying out audio-visual business without obtaining an AVSP, which had been fully paid. However,
regulations and regulatory practices have evolved since then. See “Business — Licenses, Permits and
Approvals — AVSP” for details. Although according to the interviews with the relevant regulatory
authorities, our PRC Legal Advisors are of the view that we are currently not required to terminate our
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operations relating to audio-visual program services, i.e., our online tutoring services, or subject to
administrative penalties for such operations without obtaining an AVSP and completing the registration
procedure under the current regulatory practices despite the fine imposed in 2019, the interpretation and
implementation of laws and regulations is subject to significant uncertainties. In 2019, 2020, 2021 and
the six months ended June 30, 2022, our online tutoring services contributed revenue of RMB657.4
million, RMB986.2 million, RMB1,396.1 million and RMB716.8 million, respectively, and gross profit
of RMB396.3 million, RMB492.0 million, RMB715.6 million and RMB432.0 million, respectively. If
we are deemed non-compliant with the applicable requirements, we may be subject to fines,
confiscation of the gains derived from our non-compliant operations, or suspension of our
non-compliant operations, any of which may materially and adversely affect our business, results of
operations and financial condition.

Additionally, as our online tutoring business does not fall under the circumstances stipulated in
the Regulations on the Administration of Online Publishing Services (the “Online Publishing
Regulations”) that give rise to the need to apply for an Online Publishing Service License, we do not
hold such license for our business operations. However, we cannot assure you that future laws and
regulations will not evolve in ways that may negatively affect us.

In addition, as discussed above, it remains unclear under the 2021 Revised Regulations as to
whether and how a career test preparation service provider such as us, especially in relation to our
online tutoring services, needs to comply with the operating permit requirement. As advised by our
PRC Legal Advisors, according to the interviews with the relevant regulatory authorities, we are not
required to obtain the approval from the relevant education regulatory authorities for the establishment
of non-formal education and training institutions targeting adult students or obtain a private school
operating permit for our tutoring services. In practice, only a few education regulatory authorities in
certain areas used to require us to obtain a private school operating permit for our offline tutoring
services, and we have obtained such permit accordingly. As of the date of this prospectus, we have
obtained private school operating permits for our offline operations in Yuxi City, Yunnan Province and
Diqing Tibetan Autonomous Prefecture, Yunnan Province, as previously required by local regulatory
authorities. Such permit is no longer required under the current regulatory practice for the operation of
non-formal education and training institutions targeting adult students. However, uncertainties could
exist with respect to the interpretation and implementation of existing and future laws and regulations.
Should we be found by the regulators to fail to fully comply with any relevant requirements as
interpreted by such regulators or fail to obtain the private school operating permits when required, we
may be subject to fines, confiscation of the gains derived from our non-compliant operations,
suspension of our non-compliant operations, or claims for compensation of any economic loss suffered
by our students or other relevant parties, any of which could materially and adversely affect our brand,
business, results of operations and financial condition.

Our business could be adversely affected by changes in the recruitment examinations in China,
including the recruitment plans or even the recruitment mechanism for relevant positions, or any
other adverse changes of the career test preparation industry.

The career test preparation industry may develop slower than we expect. The market prospect
depends on a number of factors, including, among others, the popularity of the government-sponsored
positions or job positions in other professionals for which we provide tutoring services. If such
positions become less attractive to the general public, our business and prospects could be materially
and adversely affected.

New trends and rapid developments in the relevant professionals and industries may change the
type of skills or qualifications required in the marketplace and thus the difficulties, requirements or
formats of the relevant career test examinations. This requires us to continuously develop, update and
enhance our course materials to adapt to the needs of the job markets in China. If there is any material
change to the perceived difficulty, requirements or formats of examinations in these subject areas, and
we are unable to track and respond to these changes in a cost-effective and timely manner or to tailor
our courses to the job markets in China, the demand for, and relevance of, our courses and materials
may be adversely affected, which may materially and adversely affect our ability to continue to attract
students and cause us to lose market share. Additionally, any unexpected change in the recruitment
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plans for relevant positions, especially government-sponsored positions, including any delay to release
or cancellation of the recruitment plans or any decrease in the number of positions offered, any change
in the examination schedules, or reform of the recruitment mechanism and cancellation of current
recruitment examinations of any government-sponsored institutions, could materially and adversely
affect our business, results of operations and financial condition. For example, the number of
recruitment in government-sponsored institutions in certain localities decreased in the first half of 2019
due to institutional restructuring, which led to a slow-down in the growth of our paid enrollments for
our relevant tutoring courses in the short run. In addition, as a result of the COVID-19 outbreak, a
number of major national or provincial recruitment and qualification examinations in China were
postponed, which required us to postpone relevant course delivery correspondingly, leading to delayed
revenue recognition. On the other hand, several other examinations were held earlier than scheduled,
such as certain Regional Civil Servants Examinations in 2021, which resulted in shortened service
periods and lowered course fees we charged and, therefore, decreased revenue. Any future institutional
restructuring or reform of the recruitment mechanism of any government-sponsored institutions, or
other changes in the recruitment plans or examination schedules, may continue to have a material
adverse effect on the demand for our tutoring services, which could in turn materially and adversely
affect our business, results of operations and financial condition.

A portion of our leased properties were not in compliance with the relevant fire safety regulations
during the Track Record Period.

For certain leased properties, we have carried out decoration work to meet the needs of our
business operations. According to the relevant PRC laws and regulations, our decoration work fall
within the scope of construction work. If the investment amount of such construction project exceeds
RMB300,000 and its gross floor area is more than 300 square meters, the records of the fire safety
design and the completion inspection (the “Fire Safety Filing”) (¥ LEGUWIHBIfHiZE) shall be filed to
the competent fire safety authorities after the decoration work obtains the construction permit and
passes the completion inspection. Pursuant to the Fire Prevention Law of the PRC, the construction
project that fails to complete the Fire Safety Filing shall be ordered to rectify and be subject to a fine
of up to RMBS5,000.

During the Track Record Period, we were not able to complete the necessary fire safety
procedures with respect to certain leased properties. As of the date of this prospectus, we have
terminated the leases or suspended the usage of all concerned properties. However, we cannot guarantee
that we can avoid fire safety-related risks or become deemed as in full compliance with relevant laws
and regulations in the future. See “Business — Legal Proceedings and Compliance — Compliance —
Fire safety” for details.

Although the relevant regulatory agencies have not imposed any material administrative actions,
fines or penalties for our failure to complete the necessary fire safety procedures as of the date of this
prospectus, we cannot assure you that we will not be subject to any administrative actions in the future.
If we or any landlord of our leased properties cannot complete the necessary fire safety procedures
according to the relevant requirements, we may be subject to a fine or may be ordered to make
rectifications within a specified period of time or suspend our operation on the affected properties. As a
result, we may not be able to continue operation on such properties, which could materially and
adversely affect our business, results of operations and financial condition.

We recognize variable consideration received for our contractual and non-contractual classes in
relation to certain course subjects based on our reasonable estimates of the expected refund rates,
which brings uncertainty to our revenue recognition and may have a negative impact on our
results of operations and financial condition.

The course fees for contractual classes are partially or fully refundable if the students complete
the classes but fail to pass the examinations as specified in our agreement. In addition, we may allow
refund of course fees in instances of withdrawal from all types of classes prior to the class start date or
during the span of the courses. As such, we initially record a certain percentage of the contractual class
course fees and non-contractual class course fees as refund liabilities based on the estimated refund
rates, respectively, taking into consideration the historical refund level. We initially record the
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remaining course fees as contract liabilities, which are subsequently recognized as revenue over the
relevant service periods. For contractual classes, after the examination results are released, we will
refund the course fees upon the completion of review of valid refund requests from our students and
recognize the remaining refund liabilities as revenue only to the extent that it is highly probable that a
significant reversal in the amount of cumulative revenue recognized will not occur. See “Financial
Information — Critical Accounting Policies, Judgments and Estimates — Revenue Recognition” and
“Financial Information — Discussion of Major Balance Sheet Items — Refund Liabilities.” The
estimation of the expected refund rates involves our exercise of judgment. We cannot guarantee that
there would not be a significant difference between the revenue recognized based on the expected
refund rates and the revenue ultimately recognized based on the actual withdrawals and valid refund
requests we received. We may be required to revert a portion of our revenue recognized, resulting in a
reduction of our revenue recorded in a subsequent period, or recognize more revenue after the
examination results become available, which brings uncertainty to our revenue recognition and may
have a negative impact on our results of operations and financial condition.

If we fail to perform our contract obligations, our business, results of operations and financial
condition may be materially and adversely affected.

Our contract liabilities primarily represented prepaid course fees we received from our students
for our tutoring services, excluding those recorded as refund liabilities. We had contract liabilities of
RMB109.3 million, RMB156.1 million, RMB169.2 million and RMB157.6 million as of December 31,
2019, 2020 and 2021 and June 30, 2022, respectively. See “Financial Information — Discussion of
Major Balance Sheet Items — Contract Liabilities.” If we fail to honor our obligations in respect of our
contract liabilities, we may not be able to convert such contract liabilities into revenue as expected, and
our students may even request to cancel their purchases with us or request a partial or full refund,
which may lead to student dissatisfaction or even disputes with us and, ultimately, our potential refund
obligation. In the event that we are required to refund some or all of the prepayments from our students
pursuant to the contract provisions, we may not have adequate cash or other available resources to
fulfill the refund obligation. Even if we are able to fulfill the refund obligation from available
resources, we may need to seek additional sources of capital to fund our operations, which funding may
not be available when needed or on acceptable terms. Any of these circumstances would materially and
adversely affect our business, results of operations, financial condition and reputation. Furthermore,
students may be inclined not to prepay us in the future, in which case we would have to find other
sources of funding for our operations, capital expenditures and growth strategies, which could be more
costly and may not be available when needed or on acceptable terms.

We may not be able to maintain or increase the overall fee level of our tutoring services and
products.

Our results of operations are affected by the pricing of our tutoring services and products, which
in turn depends upon the perceived quality and effectiveness of our offerings. We generally determine
the course fees based on a number of factors, including, among others, subject matter, examination
cycle, level of sophistication of the course, course coverage, add-on services and competition. We may
face pricing pressure from major competitors due to intensified market competition. As such, we cannot
assure you that we will be able to maintain or increase our overall fee level in the future without
adversely affecting the demand for our services and products.

Changes in our service offering mix may affect our results of operations.

Our results of operations have been, and are expected to continue to be, affected by changes in
service offering mix. See “Financial Information — Specific Factors Affecting Our Results of
Operations — Change in Service Offering Mix.” Our profit margins vary across different business lines.
For example, during the Track Record Period, the gross profit margin of our online tutoring services
was higher than that of our classroom-based tutoring services as we incurred substantial costs and
expenses to support the launch of classroom-based tutoring on a large-scale basis starting in May 2020,
which affected our overall gross profit margin.
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Our course fees also vary among different courses, such as between formal courses and
promotional courses, systematic courses and premium courses, and online courses and classroom-based
courses. Changes in our service offering mix may adversely affect our average gross billings per paid
enrollment. For example, the average gross billings per paid enrollment for online systematic courses
and premium courses decreased from 2020 to 2021 and from the six months ended June 30, 2021 to the
six months ended June 30, 2022, primarily because we continued to increase the offering of public
institution employees examination tutoring courses, teacher qualification and recruitment tutoring
courses and other test preparation courses that had relatively lower course fees as compared to civil
servants examination tutoring courses. During the Track Record Period, our online systematic courses
for civil servants examination were generally priced between RMB880 to RMB980, whereas our online
systematic courses for other examination subjects were generally priced between RMB99 to RMB600.
Similarly, our online premium courses for civil servants examination were generally priced between
RMB3,200 to RMB49,800, whereas our online premium courses for other examination subjects were
generally priced between RMB980 to RMB30,000.

In addition, our formal courses can be classified as non-contractual classes and contractual classes
based on different refund policies and revenue recognition methods. The course fees for our
non-contractual classes are recognized over the service period if the students do not withdraw from
such classes, whereas the course fees for contractual classes are partially or fully refundable if the
students complete the classes but fail to pass the examinations as specified in our agreement. Our
refund liabilities increased from RMB196.1 million as of December 31, 2019 to RMB757.8 million as
of December 31, 2020, primarily due to the increase in the paid enrollments of our contractual classes
as we launched more contractual classes. Our refund liabilities decreased to RMB680.3 million as of
December 31, 2021, primarily because we adjusted our business development strategies, and as a result,
reduced the proportion of the course fees of contractual classes that are subject to refund for no-pass
and the offering of written test contractual classes that are subject to full refund for no-pass in the
second half of 2021. Our refund liabilities remained relatively stable at RMB685.0 million as of June
30, 2022. An increase in paid enrollments for our contractual classes would lead to increased refund
liabilities, which brings uncertainty to our revenue recognition and results of operations. As a result, an
increase in our gross billings contributed from the enrollment in contractual classes may not result in an
immediate and proportional growth in our revenue during the same period, due to the related revenue
recognition policies, considering the prospects of refund due to any student’s subsequent failure to pass
the examinations. Any future change in our service offering mix could subject our results of operations
and financial condition to substantial uncertainties.

Our business is subject to seasonal fluctuations.

The timing at which students purchase our tutoring courses and learning products is subject to
seasonal fluctuations in relation to the examination cycle. For example, the written tests of the National
Civil Servants Examination are normally held in November or December of a year and the interview
tests are normally held in February or March of the following year. As for the Regional Civil Servants
Examination, the written tests and the corresponding interview tests (following the announcement of the
written test results) are normally held in the first half of a year. The timing at which students submit
refund requests is also subject to the release schedule of the examination results, and typically follows
the release of the results. The movement of our refund liabilities and liquidity position may,
accordingly, be subject to seasonal fluctuations. As a result, our operating and financial results for an
interim period may not be representative of our overall performance. See “Financial Information —
General Factors Affecting Our Results of Operations — Seasonality.” While we believe that we have
made reasonable estimates in recognizing refund liabilities, and that we have been able to fulfill the
historical refund requests from our students following the release of examination results, any delay in
or failure of fulfilling the refund requests in the future could have a material adverse effect on our
business, reputation, results of operations and financial condition. We expect to continue to experience
seasonal fluctuations in our revenue, results of operations and financial condition, which could result in
volatility and adversely affect the price of our Shares.
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Our business is subject to a variety of evolving laws and regulations regarding cybersecurity, data
privacy and data security.

Our data-driven capability is fundamental to our business operation. Our business involves the
collection, analysis, and storage of a large volume of data on learning behaviors and preferences, and
learning patterns and results, and therefore face risks inherent in handling large volumes of data and in
protecting the security and privacy of such data.

We are subject to a variety of laws and regulations regarding cybersecurity, data security and data
privacy, including restrictions on the collection, storage and use of personal information and
requirements to take steps to prevent personal data from being divulged, stolen, or tampered with. The
regulatory framework for data privacy protection in China is rapidly evolving and is likely to remain
uncertain for the foreseeable future. We could be adversely affected if legislation or regulations in
China require changes in business practices or privacy policies, or if the relevant governmental
authorities in China interpret or implement their legislation or regulations in ways that negatively affect
our business, results of operations and financial condition.

For example, on June 10, 2021, the SCNPC promulgated the PRC Data Security Law ("% A {1
1B BpE 4 A2 1%), which took effect on September 1, 2021. The PRC Data Security Law, among other
things, requires data collection to be conducted in a legitimate and proper manner, and stipulates that,
for the purpose of data security, data processing activities must be conducted based on data
classification and hierarchical protection system. Furthermore, along with the promulgation of the
Opinions on Strictly Combating Illegal Securities Activities in Accordance with the Law (B K54
TS R LGB ), overseas-listed China-based companies are experiencing a heightened
scrutiny over their compliance with laws and regulations regarding data security, cross-border data flow
and management of confidential information from PRC regulatory authorities.

On August 20, 2021, the SCNPC passed the PRC Personal Information Protection Law (H 3£ A [
AN A5 B AR 7#E) (the “PIPL”), which took effect on November 1, 2021. The PIPL accentuates
the importance of processors’ obligations and responsibilities for personal information protection and
sets out the basic rules for processing personal information and the rules for cross-border transfer of
personal information. Pursuant to the PIPL, a personal information processor is allowed to process
(including collection, storage, usage, transmission, provision, disclosure and deletion) personal
information only under certain circumstances, such as processing with consent from such individual, or
for necessity of performance of a contract to which such individual is a contracting party or statutory
duties, management of human resource under the labor rules and regulations developed in accordance
with the law or a collective contract signed in accordance with the law, protection of public interest, or
reasonable usage of legally disclosed information. Processing of sensitive personal information, such as
the personal information that is likely to result in damage to personal dignity, personal or property
safety once illegally disclosed, as well as the personal information of minors under the age of 14, is
subject to higher regulatory requirements including specific purpose, sufficient necessity, duty of
explanation to such individuals and consent from a parent or a guardian of minors. See “Regulation —
Regulations Related to Internet Privacy” for details. As uncertainties remain regarding the interpretation
and implementation of the PIPL, our current practice of collecting and processing sensitive personal
information may be ordered to be rectified or terminated by regulatory authorities. We may also become
subject to fines and other penalties which may have material adverse effect on our business, results of
operations and financial condition.

On November 14, 2021, the CAC published the Administrative Regulations on Internet Data
Security (Draft for Comments) (48#4% B 20 2% B (K & RFR)) (the “Draft CAC Regulations on
Internet Data Security”), which provides that data processors conducting the following activities shall
apply for cybersecurity review: (1) merger, reorganization or division of internet platform operators that
have acquired a large number of data resources related to national security, economic development or
public interests affects or may affect national security; (2) data processors processing over one million
individuals’ personal information that seek for listing in a foreign country; (3) listing in Hong Kong
which affects or may affect national security; or (4) other data processing activities that affect or may
affect national security. There have been no clarifications from the authorities as of the date of this
prospectus as to the standards for determining such activities that “affects or may affect national
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security” and there is no timetable as to when it will be enacted. As such, substantial uncertainties exist
with respect to the enactment timetable, final content, interpretation and implementation, including the
standards for determining whether a listing in Hong Kong “affects or may affect national security.” If
our proposed offering is considered a listing in Hong Kong that affects or may affect national security,
we may be required to apply for cybersecurity review, but there can be no assurance that we are able to
obtain approval from the regulatory authorities in a timely manner, or at all. Any failure to obtain such
approval or clearance from the regulatory authorities could materially constrain our liquidity and have a
material adverse impact on our business operations and financial results, especially if we need
additional capital or financing.

On December 28, 2021, the CAC and 12 other government authorities published an amendment of
the Measures for Cybersecurity Review 2020 (the “Measures for Cybersecurity Review 2022”), which
took effect on February 15, 2022. The Measures for Cybersecurity Review 2022 provides that the
relevant operators shall apply with the Cybersecurity Review Office of CAC for a cybersecurity review
under the following circumstances: (1) internet platform operators holding over one million individuals’
personal information aiming for foreign listing, and (2) operators of “critical information infrastructure”
that intend to purchase internet products and services that will or may affect national security. However,
there has been no further explanation or interpretation for “foreign listing” or “affect or may affect
national security” under the Measures for Cybersecurity Review 2022. See “Regulation — Regulations
Related to Information Security” for details. As current PRC regulatory regime remains unclear, and the
PRC government authorities may have wide discretion in the interpretation and enforcement of these
laws. As of the date of this prospectus, we have not been involved in any investigations on
cybersecurity review made by the CAC on such basis, and we have not received any inquiry, notice,
warning or sanction in such respect.

On December 31, 2021, the CAC, MIIT, the Ministry of Public Security (the “MPS”), the SAMR
promulgated the Administrative Provisions on Internet Information Service Algorithm Recommendation
(L 445 B R BS k4 S A PR AT 22) (the “Provisions on Algorithm Recommendation”), which came
into effect on March 1, 2022. See “Regulation — Regulations Related to Algorithm Recommendations”
for details. However, as the scope of algorithm recommendation service providers with public sentiment
attributes or social mobilizing capability is currently unclear under the Provisions on Algorithm
Recommendation, there remains substantial uncertainties as to its interpretation and enforcement. The
internet information services algorithm filing system was launched on March 1, 2022, and we have
submitted our filing report through such system.

On July 7, 2022, the CAC promulgated the Security Assessment Measures for Outbound Data
Transfer (9§ 35 % 2 FEAHFD) (the “Security Assessment Measures™), effective from September 1,
2022. The Security Assessment Measures require that any data processor which processes or exports
personal information exceeding certain volume threshold under such measures shall apply for security
assessment by the CAC before transferring any personal information outbound. The security assessment
requirement also applies to any transfer of important data outside of China. As of the Latest Practicable
Date, we had not been involved in any cross-border data transfer during our daily operations. We do not
expect the Security Assessment Measures to have material impact on our daily operations in respect of
the outbound data transfer. However, since the Security Assessment Measures is newly promulgated,
there are uncertainties as to the interpretation and application of it. We cannot assure you that relevant
regulatory authority will take the same view as ours. In the event if the regulatory authority deems
certain of our activities as a cross-border data transfer, we will be subject to the relevant requirements.

We have implemented strict protocols on data collection, transmission, storage and usage, and
have technologies and systems in place to safeguard against unauthorized data access and disclosure to
effectively address concerns related to privacy and data sharing. See “Business — Data Privacy and
Security” for details. However, our security control may not prevent the improper leakage of such
personal data and confidential information. In particular, we could be subject to attacks on our systems
by external parties or fraudulent or inappropriate behaviors by our employees, third-party providers or
other business partners. Third parties may also gain access to our data using computer malware, viruses,
spamming, phishing attacks or other means. A security breach that leads to leakage of data and
information of our users, even though anonymized, could still subject us to legal liabilities, regulatory
sanctions, reputational damage and loss of user confidence. In addition, data breaches or any
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misconduct during the process of collection, analysis, and storage of data, could result in a violation of
applicable data privacy and protection laws and regulations in China, and subject us to regulatory
actions, investigations or litigations. Even if these actions, investigations or litigations do not result in
any liability to us, we could incur significant costs in investigating and defending against them, and
could be subject to negative publicity about our privacy and data protection practices, which may affect
our reputation in the marketplace. Our potential risks related to our collection and use of data could
require us to implement measures to reduce our exposure to liability, which may require us to expend
substantial resources and limit the attractiveness of our services to students. As a result, our business,
results of operations and financial condition could be materially and adversely affected.

Moreover, the interpretation and application of China’s cybersecurity laws, regulations and
standards are still uncertain and evolving, especially the Measures for Cybersecurity Review 2022 and
the Draft CAC Regulations on Internet Data Security. We cannot assure you that relevant government
authorities will not interpret or implement these and other laws or regulations in ways that may
negatively affect us.

We have been involved, and may continue to be involved, in litigations, legal or contractual
disputes, governmental investigations or administrative proceedings, which may divert our
management’s attention and adversely affect our business, results of operations and financial
condition.

We have been, and may continue to be, involved in claims, disputes and legal or administrative
proceedings arising from our ordinary course of business. These may concern issues relating to, among
others, labor disputes, licenses and permits relating to our daily business operations, contract disputes,
and infringement of intellectual property rights. For example, we were subject to administrative
penalties of an aggregate RMB141,000 for distribution of hard copies of course materials during offline
tutoring, which has been fully paid. According to the telephonic consultation with the relevant local
governmental authorities on various dates from January 2022 to June 2022, including Comprehensive
Administrative Law Enforcement Detachment of Changde City Cultural Market (% &7 XL i 45 &
ﬁﬁlﬁﬁi‘i%), Law Enforcement Detachment of Cultural and Tourism Development Committee of
Wanzhou District, Chongqing (B 7 & M [ SC Ak F iR 4% 5% e 25 B & #75 ZK), Comprehensive Law
Enforcement Section of Kangding City Cultural Market (& 0 U b T 4G L KX,
Comprehensive Law Enforcement Section of Liaoyuan Municipal Bureau of Culture, Radio, Television
and Tourism  (FEVR T SCAL 3% BALF R A2 )5 4% & 915 KBX), Comprehensive Law  Enforcement
Detachment of Nanchang Municipal Cultural Market, Nanchang Municipal Bureau of Culture, Radio,
Television, Press, Publication and Tourism (T'ﬂElﬁfiﬂi%;%%ﬁfﬂﬂtﬂfﬁﬁﬁ?ﬁ%ﬁﬁ%ﬁfimﬁi%ﬁ/ﬁﬂ%
gil%), Law Enforcement Section of Wuzhong Municipal Bureau of Culture, Tourism, Sports, Radio,
Film and Television (% T AL ik ## #E 5 & %35, Comprehensive Law Enforcement Section of
Xiji County Cultural Market, Xiji County Bureau of Cultural Tourism Radio, Film and Television (747
R SCAL i 702 8 7B = v 5 R S b T 55 45 B 3L K IK) and Policy and Regulations Division of Zhenjiang
Municipal Bureau of Culture, Radio, Television and Tourism (ST 3C Ak J& 7 Fl i 12 J&) B3R I KL ),
our such activities do not constitute material violations of laws and regulations. As advised by our PRC
Legal Advisors, the relevant local governmental authorities and interviewees are competent to provide
such confirmations. As of the date of this prospectus, there have been no similar violations of laws and
regulations by us which will lead to administrative penalties. We have implemented more stringent
internal controls to monitor the editing, publication and distribution of our textbooks and learning
materials. See “Business — Sales of Books.” In addition, as a provider of online career test preparation
services, we may face liability for defamation, negligence and other claims based on the nature and
content of the materials that are displayed on our platform or delivered or shared through our services.
Third parties could assert claims against us for losses incurred in reliance on any erroneous information
distributed by us. We may also be subject to claims by students misled by information in our
advertisements. Any such claims against us, even if they do not result in liability to us, could cause us
to incur significant costs in investigating and defending against such claims.

As of the Latest Practicable Date, we were not involved in any litigations and legal proceedings
which, individually or in the aggregate, would have a material adverse effect on our business, results of
operations and financial condition. However, on-going or threatened litigation, legal or contractual
disputes, governmental investigations or administrative proceedings involving us or our employees,
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with or without merit, could be time-consuming and costly to defend or litigate, divert our
management’s attention and resources, or result in the loss of goodwill associated with our brand.
Furthermore, any litigation, legal or contractual disputes, governmental investigations or administrative
proceedings which are initially not of material importance may escalate and become important to us,
due to a variety of factors, such as the facts and circumstances of the cases, the likelihood of loss, the
monetary amount at stake and the parties involved.

If the outcomes of any proceedings are unfavorable to us, we could be required to pay significant
legal costs and monetary damages, assume legal and other liabilities, and even suspend or terminate our
business operations. In addition, negative publicity arising from litigations, legal or contractual
disputes, governmental investigations or administrative proceedings may damage our reputation and
adversely affect the image of our brand and product and service offerings. As a result, our business,
results of operations and financial condition may be materially and adversely affected.

Our failure to protect our intellectual property rights may undermine our competitive position,
and litigation to protect our intellectual property rights or defend against third-party allegations
of infringement may be costly and ineffective.

We believe that our patents, copyrights, trademarks and other intellectual properties are essential
to our success. We have devoted considerable time and resources to the development and improvement
of our online platform, information technology infrastructure and course materials.

We rely primarily on patents, copyrights, trademarks, trade secrets and other contractual
restrictions for the protection of the intellectual properties used in our business. Nevertheless, these
provide only limited protection and the actions we take to protect our intellectual property rights may
not be adequate. Infringement upon or the misappropriation of, our proprietary technologies could have
a material adverse effect on our business, results of operations and financial condition. Our course
materials and other intellectual properties may be pirated or otherwise infringed by competitors or other
third parties. Moreover, our trade secrets may become known or be independently discovered by our
competitors. Measures taken by us to monitor and prevent unauthorized use of our proprietary
intellectual properties, such as proactive monitoring in collaboration with third parties and
establishment of internal and external whistleblower programs, can be costly yet ineffective. For
example, instructors who have resigned and joined our competitors may continue to use the course
materials they obtained during their employment with us, which may negatively impact the
attractiveness of our courses to prospective students. Although we have entered into agreements with
instructors to prohibit them from using our course content without our prior consent, we cannot ensure
compliance of these instructors with such agreements.

In addition, litigation may be necessary to enforce our intellectual property rights, protect our
trade secrets or determine the validity and scope of the proprietary rights of others. Such litigation may
be costly and divert management’s attention away from our business. An adverse determination in any
such litigation would impair our intellectual property rights and may harm our business, prospects and
reputation. The legal regime relating to the recognition and enforcement of intellectual property rights
in China is limited and subject to uncertainties. Legal proceedings to enforce our intellectual properties
in China may progress slowly, during which time infringement may continue largely unimpeded.
Enforcement of judgments in China is uncertain, and even if we are successful in litigation, it may not
provide us with an effective remedy. Furthermore, we have no insurance coverage against litigation
costs and would have to bear all costs arising from such litigation to the extent we are unable to
recover them from other parties. The occurrence of any of the foregoing could have a material adverse
effect on our business, results of operations and financial condition.

We may be subject to intellectual property infringement claims by third parties, which may
materially and adversely affect our business, results of operations and financial condition.

Third parties may, from time to time, claim that we are infringing, misappropriating or otherwise
violating their intellectual property rights, including patents, copyrights and other intellectual property
rights. For example, we may become subject to claims that the content on our platform or in the
textbooks and learning materials or marketing materials that we or our instructors author or distribute is
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in fact protected by third-party copyright, ownership rights or trademarks. Third parties may also claim
that our employees have misappropriated or divulged their former employers’ proprietary rights or
confidential information. We have experienced claims for intellectual property infringement in the
ordinary course of business, and we cannot assure you that we would not become subject to such claims
in the future. If we are found to have infringed upon the intellectual property rights of any third party
in legal or other proceedings, we could be subject to material monetary liabilities. Royalty or licensing
agreements, if required, may not be available on acceptable terms, if at all. A successful claim of
infringement against us and our failure or inability to obtain a license to use the infringed or similar
technology or content on commercially acceptable terms, or at all, could cause us to incur great
expenses, prevent us from producing and offering our courses or products, or lead to delays in
developing non-infringing courses or products. As a result, the scope of our content could be reduced,
which could adversely affect the effectiveness of our offerings, limit our ability to attract new students,
harm our reputation and have a material adverse effect on our results of operations and financial
condition.

We cannot assure you that we will not be subject to liability claims for any inaccurate or
inappropriate content in our course offerings, which could cause us to incur legal costs and
damage our reputation.

We develop the content for our course offerings by our internal efforts. We cannot assure you that
there will be no inaccurate or inappropriate materials included in our course offerings. In addition, our
mock examination questions designed internally based on our understanding of the relevant examination
requirements may be investigated by the regulatory authorities. Therefore, we may face civil,
administrative or criminal liability if an individual or corporate, governmental or other entity believes
that the content of any of our course offerings violates any law, regulation or governmental policy or
infringes upon its legal rights. Even if such a claim were not successful, defending such a claim may
cause us to incur substantial costs. Moreover, any accusation of inaccurate or inappropriate content
could lead to significant negative publicity, which could harm our reputation and business prospects.

Our reputation and business may be adversely affected by the misconduct and improper activities
by our students, teaching staff, other employees, business partners and other stakeholders.

We could be liable for actions taken by misconduct and improper activities by our students,
teaching staff, other employees, business partners and other stakeholders. For example, our courses
undergo multiple rounds of internal review before being broadly released. We regularly and actively
monitor our live courses and other content and communications to identify content that may be deemed
inappropriate or violation of laws, regulations and government policies. However, since we have limited
control over the real-time and offline behavior of our students and teaching staff, especially our
contract workers, to the extent any improper behavior is associated with our content, products and
services, our ability to protect our reputation may be limited. In addition, if any of our students and
teaching staff suffer or allege to have suffered harm following contact initiated through our products and
services, we may face civil lawsuits or other liabilities. In response to allegations of illegal or
inappropriate activities, PRC government authorities may intervene and hold wus liable for
non-compliance with PRC laws and regulations concerning the dissemination of information on the
internet and subject us to administrative penalties or other sanctions, such as requiring us to restrict or
discontinue our content, products or services. As a result, our business may suffer and our reputation,
business, results of operations and financial condition may be materially and adversely affected.

We are also exposed to the risk of other types of fraud or other misconduct. For example, our
employee may intentionally fail to comply government regulations, engage in unauthorized activities
and make misrepresentations to our prospective students during sales and marketing activities, which
could harm our reputation. It is not always possible to deter all fraud and misconduct by our students,
teaching staff, other employees, business partners and other stakeholders, and the precautions we take
to prevent and detect these activities may not be effective in controlling unknown or unmanaged risks
or losses, which could harm our business, results of operations and financial condition.
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Failure to control rental costs, obtain leases at desired locations at reasonable prices or protect
our leasehold interests could materially and adversely affect our business.

All of our offline offices and classroom facilities are presently located on leased premises. At the
end of each lease term, we must negotiate an extension of the lease. If we are not able to negotiate an
extension on terms acceptable to us, we will be forced to move to a different location, or the rent may
increase significantly given that the real estate prices in China have continued to rise for years. This
could disrupt our operations and adversely affect our profitability. We also compete with many other
businesses for sites in certain highly desirable locations and some landlords may have entered into
long-term leases with our competitors for prime locations. As a result, we may not be able to obtain
new leases at desirable locations or renew our existing leases on acceptable terms or at all, which could
adversely affect our business. Furthermore, we may from time to time adjust our offline coverage and
accordingly our leased properties, which may lead to additional rental and associated costs. For
example, we recorded net losses related to early termination of lease agreements and the disposal of
related leasehold improvement of RMBO0.3 million, RMB31.3 million and RMB14.4 million in 2019,
2021 and the six months ended June 30, 2022, respectively, and recorded net gains related to early
termination of lease agreements and the disposal of related leasehold improvement of RMB49,000 and
RMB1.9 million in 2020 and the six months ended June 30, 2021, respectively. Such changes are
non-recurring in nature and have caused and may continue to cause fluctuations in our results of
operations and financial condition.

In addition, as of the Latest Practicable Date, 19 of our leased properties had title defects that
may adversely affect our ability to continue to use them in the future, which accounted for
approximately 8.6% of our total leased properties as of the same date. The existence of title defects is
mainly due to the following reasons: (1) certain lessors failed to provide property ownership certificates
or other relevant certificates regarding their legal right to lease such properties, and (2) the intended
purposes contained in the property ownership certificates are inconsistent with the actual use of
property. See “Business — Properties — Title Defects” for details. The relevant lease agreements may
be deemed invalid or we may face challenges from the property owners or other third parties regarding
our right to occupy the premises. Furthermore, if the landlords fail to perform its obligations under the
lease agreements between the landlords and us due to any reason, including but not limited to its own
non-compliance with relevant laws and regulations, government demolition or any other unforeseeable
events, we may be unable to continue using such properties. As of the date of this prospectus, we are
not aware of any challenges being made by a third party or government authority on the titles of any of
these leased properties that might affect our current occupation. Although we do not expect to become
subject to any fines or penalties if any of these leases are terminated as a result of challenges by third
parties or government authorities for any of these title defects, we may be forced to relocate the
affected offices and classrooms and incur additional expenses accordingly. If we fail to find suitable
replacement sites in a timely manner or on terms commercially acceptable to us, our business and
results of operations could be materially and adversely affected. Under the applicable PRC laws and
regulations, the parties to a lease are required to register and file such lease with the relevant
government authorities. As of the Latest Practicable Date, 220 lease agreements of our leased properties
had not been registered or filed. While the lack of registration will not affect the validity of the leases
under PRC laws and regulations, we may be ordered by the relevant government authorities to register
the relevant leases within a prescribed period, failing which we may be subject to a fine ranging from
RMB1,000 to RMB10,000 for each non-registered lease. The estimated aggregate maximum potential
penalties for failing to complete the registration within a prescribed period in relation to the 220 lease
agreements would be approximately RMB2.2 million.

Accidents or injuries suffered by our students or other people on our premises may adversely
affect our reputation, business operation and financial performance.

We could be held liable for the accidents, injuries or other harm to students or other people at our
offline facilities, including those caused by or otherwise arising in connection with our facilities,
employees or third-party vendors, such as food catering service provider we have engaged for students
attending boarding courses. We do not have any insurance for our students at our offline facilities. In
the event of such accidents, injuries or other harm to students or other people on our premises, our
facilities may be perceived to be unsafe, which may discourage prospective students from attending our
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offline courses. Our students may also hurt themselves or other persons due to psychological pressure.
We could also face claims alleging that we were negligent or provided inadequate supervision to our
employees and therefore should be held jointly liable for harm caused by them or are otherwise liable
for injuries suffered by our students or other people on our premises. Any liability claim against us or
any of our employees, even unsuccessful or without merit, could adversely affect our reputation, paid
enrollments and revenue, causing us to incur substantial expenses and divert the time and attention of
our management.

Our user metrics and other estimates are subject to inaccuracy in measuring our operating
performance, which may harm our business, results of operations, financial condition and
reputation.

We continually review MAUSs, paid enrollments and certain other metrics to evaluate growth
trends, measure our performance and make strategic decisions. These metrics are calculated using
internal data and may not be indicative of our future operating performance. While these numbers are
based on what we believe to be reasonable estimates for the applicable period of measurement, there
are inherent challenges in measuring how our online platform is used across a large student or user
base. For example, the actual number of individual users, is likely to be lower than that of our MAUs
due to various reasons such as access to our courses and products through multiple user accounts. We
have limited ability to validate or confirm the accuracy of information provided during the user
registration process to ascertain whether a new user account created was actually created by an existing
user who is registering duplicative accounts. As a result, the number of our MAUs may overstate the
number of individuals who access our courses and products. If investors do not perceive our operating
metrics to accurately represent our operating performance, or if we discover material inaccuracies in
our operating metrics, our business, results of operations, financial condition and reputation may be
materially and adversely affected.

We engage contract workers in collaboration with outsourcing companies, which may expose us to
risks and uncertainties.

We engage contract workers in collaboration with outsourcing companies to accommodate more
students during peak examination preparation seasons from the examination cycle. Our contract workers
are typically paid on a contract-basis based on their actual workloads. We have limited control over the
activities and performance of our contract workers and may experience operational difficulties in this
regard, including their failure to comply with our requirements, deadlines and quality standards. As a
result, we may fail to achieve our objectives in a timely manner, which may adversely affect our
business and operations. In addition, we may experience labor shortages or additional labor costs if the
outsourcing companies fail to perform to our satisfaction on a continuing basis. If one or more of the
outsourcing companies we collaborated with experience business interruptions or are otherwise unable
or unwilling to fulfill their agreements with us, we may suffer delays and additional expenses in
arranging for alternative service providers meeting our requirements, and our business, results of
operations and financial condition may be adversely affected.

We are subject to third-party payment processing related risks.

We accept payments primarily through major third-party online payment platforms in China, and
to a lesser extent, through bank transfers. Any scheduled or unscheduled interruption in the ability of
our students to use these and other third-party payment platforms could adversely affect our payment
collection, and in turn, our revenue. In all the online payment transactions through these platforms,
secured transmission of confidential information, including credit card numbers and critical personal
information of our students over public networks, is essential to maintain their confidence in us and our
online platform. We also rely on the stability of such payment transmissions to ensure the uninterrupted
payment services available to our students. We do not have control over the security measures of
third-party online payment platforms. If any of these third-party online payment platforms fails to
process, or ensure the security of, user payments for any reason, our reputation would be damaged and
we may lose our paying students who may be discouraged from making potential purchases, which in
turn, would materially and adversely affect our business, results of operations, financial condition and
prospects.
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Furthermore, these payment platforms are subject to various rules and requirements from local or
national governments regulating electronic funds transfers and virtual currencies, which could change or
be reinterpreted to make it difficult or impossible for them to comply with. If they fail to comply with
these rules or requirements, they may be subject to fines and higher transaction fees and even lose their
ability to accept credit and debit card payments, process electronic funds transfers or facilitate other
types of online payments from our students, which in turn would materially and adversely affect our
results of operations and financial condition.

Our business depends on the continuing efforts of our senior management, other key personnel
and a competent workforce to support our existing operations and future growth. If we fail to
attract, retain and motivate talents, our operations and growth prospects may be adversely
affected.

We depend on the continuing services of our senior management and other key employees. For
example, we rely on a number of key employees for the development and operations of our business,
such as our key technological and content development personnel. The loss of the services of any of our
senior management or other key employees could harm our business. Competition for talents in China
is intense. If one or more of our senior management or other key employees are unable or unwilling to
continue in their present positions, we may not be able to find replacements in a timely manner, or at
all, and our business may be disrupted. Moreover, if any member of our senior management team or
any of our other key employees joins a competitor or forms or invests in a competing business, we may
lose our know-how, students and qualified teaching staff to our competitors. All of our senior
management and certain key employees have entered into agreements that contain customary
non-compete provisions with us. Although non-compete provisions are generally enforceable under PRC
laws, PRC legal practice regarding the enforceability of such provisions is not as well-developed as in
countries such as the United States. Thus, if we need to enforce our rights under the non-compete
provisions, we cannot assure you that a PRC court would enforce such provisions. If we lose the
services of any of our senior management and key employees, or are unable to recruit and retain
qualified personnel, our business and prospects may be materially and adversely affected.

Increases in labor costs or any labor dispute or unrest may adversely affect our reputation,
business, results of operations and financial condition.

We have observed an overall tightening and increasingly competitive labor market in China. We
have experienced an increase in employee benefit expenses during the Track Record Period in
connection with our business growth and expansion. In 2019, 2020, 2021 and the six months ended
June 30, 2021 and 2022, our total employee benefit expenses were RMB338.4 million, RMB1,173.3
million, RMB2,719.2 million, RMB1,411.7 million and RMB771.3 million, respectively, representing
29.2%, 55.0%, 79.3%, 74.9% and 53.2% of our total revenue of the same periods, respectively. In the
future, we may experience increased labor costs due to increases in salary, social benefits and employee
headcount. If we are unable to pass on these increased labor costs to our students, our results of
operations and financial condition would be materially and adversely affected. In addition, we compete
with other companies in our industry and other labor-intensive industries for labor, and we may not be
able to offer competitive remuneration and benefits compared to them.

In addition, we are required by PRC laws and regulations to make social insurance registration
and open housing provident fund account with relevant governmental authorities and pay various
statutory employee benefits, including pension, unemployment insurance, maternity insurance,
work-related injury insurance, medical insurance and housing provident fund to designated government
agencies for the benefit of our employees. The relevant government agencies may examine whether an
employer has made adequate payments of the requisite statutory employee benefits, and those
employers who fail to make adequate payments may be subject to late payment fees, fines and/or other
penalties. See “— We face certain legal and regulatory risks relating to labor-related laws and
regulations.”

Moreover, the PRC Labor Contract Law has reinforced the protection of employees who, under

the PRC Labor Contract Law, have the right, among others, to have written employment contracts, to
enter into employment contracts with no fixed term under certain circumstances, to receive overtime
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wages and to terminate or alter terms in employment contracts. Furthermore, the PRC Labor Contract
Law sets forth additional restrictions and increases the costs involved with dismissing employees. To
the extent that we need to significantly reduce our workforce, the PRC Labor Contract Law could
adversely affect our ability to do so in a timely and cost-effective manner, and our results of operations
could be adversely affected. For example, in 2021 and the six months ended June 30, 2022, we
optimized our employee structure as part of our business strategy to improve our operational efficiency
and paid an aggregate compensation of RMB168.9 million to retrenched employees. We were also
involved in labor disputes with certain retrenched employees. Since 2021 and up to June 30, 2022, we
had been involved in labor disputes with 102 employees, among which (1) we obtained six judgments
in our favor, (2) we settled disputes with 39 employees for an aggregate settlement amount of
approximately RMB1.3 million, (3) 31 employees had withdrawn their claims, (4) we received 16
judgments against us for an aggregate judgment amount of approximately RMBO0.8 million, and (5) the
remaining 10 were still pending as of the Latest Practicable Date with an aggregate amount in dispute
of approximately RMBO0.9 million. In addition, for employees whose employment contracts include
non-competition terms, the PRC Labor Contract Law requires us to pay monthly compensation after
such employment is terminated, which will increase our operating expenses. As of the date of this
prospectus, we have entered into employment contracts with non-competition terms with a total of
seven employees, all of whom remain incumbent to date. If any of them were to leave us and the
relevant non-competition terms were to be invoked, we would pay such employee the compensation
equal to 20% of the average monthly salary during the preceding 12 months multiplied by the number
of months of the applicable non-competition period, which shall be no more than two years pursuant to
the PRC Labor Contract Law. If the compensation so calculated is less than the statutory minimum
required by national or local authorities, then the statutory minimum shall apply. Any future
retrenchment or adjustment in our employee structure may lead to additional labor and associated costs
and may generate negative publicity, which could materially and adversely affect our reputation,
business, results of operations and financial condition.

During the Track Record Period, we were not subject to any material labor unrest initiated by our
employees. We cannot assure you that we will not be subject to material labor unrest and related legal
or administrative proceedings in the ordinary course of business in the future. Any labor unrest directed
against us could directly or indirectly prevent or hinder our normal operating activities, and, if not
resolved in a timely manner, lead to decreases in our revenue. We are not able to predict or control any
labor unrest. Further, labor unrest may affect general labor market conditions or result in changes to
labor laws, which in turn could materially and adversely affect our business, results of operations and
financial condition.

We face certain legal and regulatory risks relating to labor-related laws and regulations.

Pursuant to the relevant PRC laws and regulations, employers are obligated to contribute to the
social insurance and housing reserve funds for their employees. During the Track Record Period, we did
not make adequate social insurances and housing reserve fund contributions for certain employees or
make timely registration with the relevant social insurance or housing reserve fund authorities. As
advised by our PRC Legal Advisors, if any of the relevant social insurance authorities is of the view
that the social insurance contributions we made for our employees do not comply with the requirements
under the relevant PRC laws and regulations, it may order us to pay the outstanding balance within a
prescribed time period plus a late fee of 0.05% of the total outstanding balance per day. If we fail to do
so within the prescribed period as requested by the relevant social insurance authorities, we may be
subject to a fine ranging between one to three times of the total outstanding balance. In addition, if any
of the relevant housing reserve fund authorities is of the view that our contributions to the housing
reserve fund do not satisfy the requirements under the relevant PRC laws and regulations, it may order
us to pay the outstanding balance within a prescribed period. If we fail to do so within the prescribed
period, the relevant housing reserve fund authority may apply to a PRC court for an order of mandatory
payment.

As of the Latest Practicable Date, no material administrative action, fine or penalty had been
imposed by relevant regulatory authorities with respect to our social insurance or housing reserve fund
contributions. In addition, we did not receive any notice from judicial or administrative authorities on
any claim from our current and former employees regarding any inadequate contributions. As advised
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by our PRC Legal Advisors, in the absence of any employee claims and significant changes in
regulatory requirements regarding social insurance and housing reserve fund contributions, the
likelihood that we would be required by relevant authorities to pay the shortfalls and late charge for
social insurance and housing reserve fund contributions and/or be subject to material administrative
penalties due to failure to make full contributions is remote, based on (1) the interview with the
MOHRSS, (2) the confirmations obtained from the competent authorities from the regions covering
substantially all of our subsidiaries, and (3) their understanding of the Urgent Notice on Enforcing the
Requirement of the General Meeting of the State Council and Stabilization the Levy of Social Insurance
Payment (57 BURUE B B Be & 65 & afors # U)E MO A5 e 4 R 2 I TAE I 2 28 A issued by the
MOHRSS, which seeks to promote the reduction in the amount of social insurance contributions by
companies to avoid overburdening enterprises and prohibits local authorities from requiring enterprises
to make up for historically underpaid or unpaid social insurance contributions in a lump sum. We also
made appropriate provisions for the historical inadequate contributions in our financial statements. In
2019, 2020, 2021 and the six months ended June 30, 2022, the amount of provisions made for the
shortfall of social insurance and housing reserve fund contributions was RMBO0.6 million, RMB1.9
million, RMB9.1 million and RMB1.0 million, respectively. However, we cannot assure you that the
relevant government authorities will not require us to pay the shortfalls and late charge or impose fines
on us, in which case our business, results of operations and financial condition could be adversely
affected. See “Business — Legal Proceedings and Compliance — Compliance — Social insurance plans
and housing reserve fund.”

In addition, during the Track Record Period, we engaged third-party human resource agencies to
make social insurance and housing reserve fund contributions for certain employees. As of the Latest
Practicable Date, the practice had not been explicitly prohibited by PRC laws and regulations, and we
had not received any notice from the regulatory authorities that such practice is in violation of any laws
and regulations concerning social insurance and housing reserve fund. As of the Latest Practicable
Date, we had not been subject to any labor dispute relating to such arrangements. As such, our PRC
Legal Advisors are of the view that the likelihood that our arrangements with third-party human
resource agencies would materially and adversely affect our business operations is remote. However, as
there remains uncertainties over the interpretation and implementation of labor-related laws and
regulations, we cannot assure you that our arrangements with third-party agencies are and will at all
times be deemed to be in full compliance with relevant laws and regulations, which may subject us to
labor disputes or government investigations. In addition, if these agencies fail to fulfill their obligations
to make the social insurance and housing reserve fund contributions for the relevant employees, we may
be subject to additional contribution obligations, late payment fees and/or penalties imposed by relevant
regulatory authorities for failing to discharge our obligations as an employer or be ordered to rectify.
The occurrence of any of the foregoing could have a material adverse effect on our business, results of
operations and financial condition.

Our limited insurance coverage could expose us to significant costs and business disruption.

Our insurance coverage may be inadequate to protect us from all the liabilities we may incur. For
example, we do not maintain any business interruption insurance, keyman life insurance or insurance
policies covering damages to our technical infrastructure, which are not mandatory under PRC laws.
See “Business — Insurance.” Our current insurance coverage may not be sufficient to prevent us from
any loss and there is no certainty that we will be able to successfully claim our losses under our current
insurance policy on a timely basis, or at all. If we incur any loss that is not covered by our insurance
policies, or the compensated amount is significantly less than our actual loss, our business, results of
operations and financial condition could be materially and adversely affected.
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Our technology infrastructure may experience unexpected interruptions or system failures, which
could adversely impact our operations and cause our platform to be less attractive to our
students.

Our technology infrastructure may experience performance problems due to a variety of factors,
including infrastructure changes, human or software errors and capacity constraints. Any interruptions
in the accessibility of or deterioration it the quality of access to our online platform could reduce
students’ satisfaction and result in reduction in the number of students using our course and product
offerings.

We intend to continuously improve and upgrade our information technology system in order to
maintain the usefulness and attractiveness of our course and product offerings to our students. However,
we cannot assure you that we will be successful in executing these system improvement and upgrade
strategies. Our systems may experience interruptions or longer response times during upgrades and new
technologies or infrastructures may also not be fully integrated or functional with the existing systems
on a timely basis or at all, all of which could have an adverse impact on user experience. If our
students are unable to access our offerings during downtime caused by our regular upgrades or other
events, students may become frustrated and seek other course offerings from competitors, and may not
return to our online platform as often in the future. This would negatively impact our ability to attract
and retain students. Our growing operations will also place increasing pressure on our servers and
network capacity as we further enlarge our student base, expand our content offerings and improve our
internal operational systems. Moreover, depreciation and amortization expenses in relation to our
technology infrastructure may increase if we purchase new software or hardware for its improvement or
upgrades.

We depend on services provided by third parties and any disruption of or interference with our
use of such third-party services would adversely affect our business, results of operations and
financial condition.

We cooperate with third-party cloud service providers to host our online platform and offerings.
We are, therefore, vulnerable to problems experienced by these providers. We may experience
interruptions, delays or outages with respect to our third-party cloud infrastructure in the future due to a
variety of factors, including infrastructure changes, human, hardware or software errors, hosting
disruptions and capacity constraints. Such issues could also arise from a number of causes such as
technical failures, natural disasters, fraud or security attacks. The level of services provided by these
providers, or regular or prolonged interruptions in that service, could also adversely affect our students’
use of our online platform and, consequently, our business and reputation. In addition, hosting costs
will increase as our user base grows, which could adversely affect our business if we are unable to
grow our revenue sufficiently to offset such increase. Furthermore, our providers have broad discretion
to change and interpret the terms of service and other policies with respect to us, and those actions may
be unfavorable to our business operations. Our providers may also take actions beyond our control that
could seriously harm our business, including discontinuing or limiting our access to one or more
services, increasing service prices, terminating or seeking to terminate our contractual relationship
altogether, or altering how we are able to process data in a way that is unfavorable or costly to us. If
our arrangements with our current providers were terminated, we could experience interruptions in our
ability to make our online offerings available to students, as well as delays and additional expenses in
arranging for alternative cloud infrastructure services. As a result, we may incur additional costs, fail to
attract or retain students, or be subject to potential liability, any of which could have an adverse effect
on our business, results of operations and financial condition.

We also rely on third-party mobile app stores, such as Apple’s App Store and Android application
stores, to deliver our mobile apps to students. As such, the promotion, delivery and operation of our
mobile apps are subject to the standard terms and policies imposed by these stores on app developers,
which are subject to the interpretation of, and frequent changes by, these app stores. If any major app
store interprets or changes its standard terms and conditions in a manner that is detrimental to us in the
future, or terminate its existing relationship with us, our mobile apps may be suspended by or removed
from such app stores, which in turn could materially and adversely affect our business, results of
operations and financial condition.
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In addition, we rely on other third-party service providers in our ordinary course of business, such
as suppliers for paper, publishing service providers, printing service providers, marketing service
providers and information technology service providers. If our relationships with these third-party
service providers deteriorate or are terminated, or we fail to establish or maintain relationships with
them on commercially viable terms, we may not be able to quickly locate alternative providers. As a
result, our business and operations may be adversely affected.

Any change, disruption, discontinuity in the features and functions of major social networks in
China could materially and adversely affect our business and results of operations.

We leverage social media platforms in China as a tool for user acquisition and engagement. For
example, we share with users information on recruitment plans and examination schedules through
social media platforms, such as Weixin mini-programs. To the extent that we fail to leverage such
platforms, our ability to attract or retain students may be severely harmed. If any of these platforms
makes changes to its functions or support unfavorable to us, or even stops offering its functions or
support to us, we may not be able to locate alternative platforms of similar scale to provide similar
functions or support on commercially reasonable terms in a timely manner, or at all. Furthermore, we
may fail to establish or maintain relationships with additional social network operators to support the
growth of our business on economically viable terms, or at all. Any interruption to or discontinuation of
our relationships with major social network operators in China may severely and negatively impact our
ability to continue growing our user base, and any occurrence of the circumstances mentioned above
may have a material adverse effect on our business, results of operations and financial condition.

We are exposed to credit risks in relation to our contract assets and trade receivables. We may
also need to recognize impairment losses on prepayment and other receivables, which could
adversely affect our results of operations and financial condition.

Contract assets primarily represented our right to consideration in relation to our postpaid
contractual classes that allow for postponed payment of a portion of the course fees only upon passing
the relevant examinations. We record a certain percentage of the course fees to be collected for postpaid
contractual classes as contract assets based on the estimated passage rates and the service progress. We
had contract assets of nil, nil, RMB20.5 million and RMB60.2 million as of December 31, 2019, 2020
and 2021 and June 30, 2022, respectively. Our trade receivables primarily consisted of amounts due
from third-party book sellers for our textbooks and learning materials. We generally grant third-party
book sellers a credit period of no more than 60 days. We had trade receivables of RMB4.7 million,
RMB7.5 million, RMBS5.7 million and RMB18.2 million as of December 31, 2019, 2020 and 2021 and
June 30, 2022, respectively. In 2019, 2020, 2021 and the six months ended June 30, 2020, we recorded
loss allowance for contract assets and trade receivables of RMB51,000, RMBO0.2 million, RMBO0.3
million and RMBO0.7 million, respectively. For details, see Note 3.1(b) to the Accountant’s Report in
Appendix I to this prospectus. We are exposed to the risks that our students and/or customers may delay
or even be unable to pay us in accordance with the payment terms and we cannot assure you that we
will be able to fully recover the outstanding amounts in a timely manner, or at all. In addition, as our
business continues to scale up, our contract assets and trade receivables may continue to grow, which
may increase our credit risk exposure. Any significant delay in payment or default by our students
and/or customers could affect our liquidity and cash flows, which may in turn adversely affect our
results of operations and financial condition.

Moreover, we had prepayment and other receivables of RMB56.7 million, RMB90.9 million,
RMB132.4 million and RMB96.4 million as of December 31, 2019, 2020 and 2021 and June 30, 2022,
respectively, which primarily consisted of prepayment paid to our suppliers in our daily operations,
such as landlords and property management service providers in connection with the leased properties
for our classroom-based tutoring, as well as paper suppliers. If we need to recognize impairment losses
on prepayment and other receivables, our results of operations and financial condition may be adversely
affected.

— 60 —



RISK FACTORS

Failure to manage our inventories effectively would adversely affect our results of operations and
financial condition.

Our inventories primarily consisted of finished goods, raw materials and work in progress
primarily in connection with our sales of textbooks and learning materials. To operate our business
successfully and meet our customers’ demands and expectations, we must manage our inventories
effectively to ensure immediate delivery when required. We regularly monitor our inventories to ensure
timely supply and reduce the risk of overstocking. We maintain our inventory levels based on our
internal forecasts, which are inherently uncertain. As of December 31, 2019, 2020 and 2021 and June
30, 2022, we had inventories of RMB52.6 million, RMB73.8 million, RMB87.2 million and RMBS88.7
million, respectively. In 2019, 2020, 2021 and the six months ended June 30, 2022, our inventories
turnover days were 36 days, 14 days, 11 days and 21 days, respectively. See “Financial Information —
Discussion of Major Balance Sheet Items — Inventories.” We may be exposed to increased inventory
risks due to accumulated excess inventories of our books and learning materials or raw materials, some
of which may become less popular after certain periods. Excess inventory levels may increase our
inventory holding costs, obsolescence risks or potential impairment loss. On the other hand, if our
forecasted demand is lower than actual level, we may not be able to maintain an adequate inventory
level of our products or produce our products in a timely manner, and may lose sales and market share
to our competitors. If we fail to manage our inventories effectively, our results of operations and
financial condition could be adversely affected.

We are exposed to risks associated with our investment in wealth management products and
derivatives.

We had financial assets at fair value through profit or loss of RMB280.2 million, RMB351.6
million, RMB10.1 million and nil as of December 31, 2019, 2020 and 2021 and June 30, 2022,
respectively, all of which represented our investment in wealth management products. We also invested
in foreign exchange derivatives during the Track Record Period to manage our exposure to foreign
exchange risk in relation to proceeds from our equity financing denominated in US dollars, which
presented no balance at the end of each reporting period during the Track Record Period. We believe
there has been no off-balance sheet risk associated with our investment in derivatives. We have
implemented investment and treasury management policies during the Track Record Period in
connection with our investment in wealth management products and foreign exchange derivatives. See
“Financial Information — Discussion of Major Balance Sheet Items — Financial Assets at Fair Value
through Profit or Loss — Investment and treasury management policies.”

We are subject to risks associated with non-performance by the counterparties. For example, the
banks and/or securities companies that issue wealth management products and derivatives may fail to
perform their contractual obligations in the event of bankruptcy or insolvency. Any material
non-performance of our counterparties with respect to the wealth management products and derivatives
we invest in could materially and adversely affect our results of operations, financial position and cash
flow. Furthermore, our investments in wealth management products and derivatives are subject to the
overall market conditions, including the capital markets, which exposes us to the risk of valuation
uncertainty.

The fair value of our investments in wealth management products and derivatives during the Track
Record Period was based on one or more significant inputs that are unobservable. See Note 3.3 to the
Accountant’s Report in Appendix I to this prospectus. We recorded fair value gains on financial assets
at fair value through profit or loss of RMB4.8 million, RMB9.8 million, RMB19.5 million, RMB15.7
million and RMB5.1 million in 2019, 2020, 2021 and the six months ended June 30, 2021 and 2022,
respectively. We also recorded net fair value losses on derivatives of RMB13.4 million as a result of the
differences between the predetermined exchange rates and the actual exchange rates at the maturity
dates of our derivatives. Any volatility in the market or fluctuations in interest rates may negatively
impact the fair value of these wealth management products and derivatives, which may in turn have a
material adverse effect on our results of operations and financial condition.

— 61 —



RISK FACTORS

We have granted and may continue to grant share-based awards, which could result in
share-based payments that may affect our financial performance and potentially dilute existing
shareholders’ ownership.

We have adopted the Pre-IPO Share Option Scheme that permits the grant of share options as
equity-based awards to our Directors, members of the senior management, employees and consultants.
We believe the granting of such share options is important to our ability to attract, retain and motivate
our management team and qualified employees. We are required to recognize share-based payments
based on the fair value of such granted share options, taking into consideration the impact of market
performance conditions and non-vesting conditions. As of the Latest Practicable Date, we granted
options to subscribe for an aggregate of 218,537,500 Shares (after the Share Subdivision). The Shares
underlying the granted options represent 10.42% of the total number of Shares in issue immediately
after completion of the Global Offering (assuming the Over-allotment Option is not exercised and no
Shares are issued under the Pre-IPO Share Option Scheme). We recorded share-based payments of
RMB21.2 million, RMB121.6 million, RMB415.4 million, RMB172.3 million and RMB®&3.2 million in
2019, 2020, 2021 and the six months ended June 30, 2021 and 2022, respectively. Any additional grant
of share-based awards by us, including options under the Pre-IPO Share Option Scheme, will further
increase our share-based payments, which may adversely affect on our results of operations and
financial condition, and potentially dilute existing shareholders’ ownership.

The discontinuation of any preferential tax treatments available to us in China could adversely
affect our results of operations and financial condition.

Pursuant to the PRC Enterprise Income Tax Law and related regulations, enterprises which operate
in China are generally subject to enterprise income tax at a statutory rate of 25% on the taxable profit,
while enterprises recognized as a “high and new technology enterprise” (=8 #flT3) (“HNTE”) are
entitled to a preferential tax rate of 15%. Fenbi Bluesky, our PRC operating entity, was recognized as
an HNTE in December 2016 and renewed the HNTE status in December 2019. As a result, Fenbi
Bluesky was subject to a preferential tax rate of 15% during the Track Record Period. According to the
relevant administrative measures, to qualify as an HNTE, Fenbi Bluesky must meet certain financial
and non-financial criteria and complete verification procedures with the administrative authorities.
Continued qualification as an HNTE is subject to a three-year review by the relevant government
authorities in China, and in practice certain local tax authorities also require annual evaluation of the
qualification. In addition, Nanjing Youxue Culture Media Co., Ltd. (&g 5t 2 0L A PR A 7)) and
Beijing Shengshi Jintu Culture Communication Co., Ltd. (JbFUZMHE &R CIbE#E A RAR]) were
qualified as small-and-micro enterprises during the Track Record Period. Pursuant to the preferential
tax treatment available to small-and-micro enterprises, the first RMB1 million of their annual assessable
profits is eligible for a 75% deduction and is entitled to a reduced enterprise income tax rate of 20%,
and the portion of the annual assessable profits between RMB1 million and RMB3 million is eligible
for a 50% deduction and is entitled to a reduced enterprise income tax rate of 20%. In the event the
preferential tax treatments are discontinued or not verified by the local tax authorities, and the affected
entity fails to obtain preferential tax treatments based on other qualifications, it will become subject to
the standard PRC enterprise income tax rate of 25%. According to relevant laws and regulations
promulgated by the State Council that was effective from 2008 onwards, enterprises engaging in R&D
activities were entitled to claim 150% of their research and development expenses so incurred as tax
deductible expenses when determining their assessable profits for that year (the “Super Deduction”).
SAT announced in September 2018 that enterprises engaging in R&D activities would be entitled to
claim 175% of their research and development expenses as Super Deduction from January 1, 2018 to
December 31, 2020. From 2021 onwards, the Super Deduction ratio has increased to 200%. We have
made our best estimate for the Super Deduction to be claimed in ascertaining assessable profits. In
addition, enterprises engaging in life services in China, including education service providers such as
our Company, were eligible to claim additional deductions of value added tax (“VAT”). There is no
assurance that we will continue to be qualified to enjoy the above-mentioned preferential tax
treatments, or such treatments will not change in the future, which may have a negative impact on our
business, results of operations and financial condition.
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We may face risk regarding the recoverability of deferred income tax assets.

As of December 31, 2019, 2020 and 2021 and June 30, 2022, we had deferred income tax assets
of nil, RMB40.0 million, RMB64.8 million and RMB41.5 million, respectively. See Note 28 to the
Accountant’s Report in Appendix I to this prospectus for details. Deferred income tax assets are
recognized only if it is probable that future taxable amounts will be available to utilize the temporary
differences arising between the tax bases of assets and liabilities and their carrying amounts in the
consolidated financial statements and the unused tax losses. This requires significant judgment on the
tax treatments of certain transactions and assessment on the probability that adequate future taxable
profits will be available for the deferred income tax assets to be recovered. We cannot guarantee the
recoverability or predict the movement of our deferred income tax assets. In the case that the value of
the deferred income tax assets has changed, we may have to write down the deferred income tax assets,
which may adversely affect our results of operations and financial condition.

Our results of operations and financial condition may be adversely affected by fair value changes
of financial liabilities at fair value through profit or loss and valuation uncertainty due to the use
of unobservable inputs.

In 2021 and the six months ended June 30, 2021 and 2022, we recognized fair value losses of
financial liabilities at fair value through profit or loss of RMB583.0 million, RMB19.7 million and
RMB383.8 million, respectively, primarily relating to convertible preferred shares issued in our equity
financings. We applied discounted cash flow method to determine the underlying equity value of our
Company and adopted option pricing method and equity allocation model to determine the fair value of
the convertible preferred shares. Our financial liabilities at fair value through profit or loss were
classified as level 3 instruments for financial reporting purpose. The related fair value measurement was
based on significant unobservable inputs, including discount rate, discounts for lack of marketability
and expected volatility, the changes of which will lead to changes in the fair value. See Note 3.3 and
Note 26 to the Accountant’s Report in Appendix I to this prospectus for details. As such, we are
exposed to fair value change of financial liabilities at fair value through profit or loss and valuation
uncertainty due to the use of unobservable inputs.

We received government grants and subsidies during the Track Record Period, and we may not
receive such grants or subsidies in the future.

In 2019, 2020, 2021 and the six months ended June 30, 2021 and 2022, we recognized
government grants of nil, RMBO0.6 million, RMBS&,000, nil and RMBO0.9 million, respectively, primarily
representing individual income tax withholding returns. In addition, pursuant to relevant government
relief policies amid the COVID-19 outbreak, we were granted rent concession of RMBO0.6 million,
RMBO0.3 million and RMBO0.6 million in 2020, 2021 and the six months ended June 30, 2022,
respectively. Our eligibility for government grants and subsidies is dependent on a variety of factors,
including relevant government policies and availability of funding at different granting authorities. In
addition, the policies according to which we received government grants and subsidies may be halted
by the relevant government authorities at their sole discretion. We cannot assure you that we will
continue to receive such government grants and subsidies or receive similar level of government grants
and subsidies, or at all, in the future. Any loss of or reduction in government grants and subsidies may
have an adverse effect on our results of operations and financial condition.

Our operations depend on the performance of the internet infrastructure and telecommunications
networks in China.

The successful operation of our business depends on the performance of the internet infrastructure
and telecommunications networks in China. Almost all access to the internet is maintained through
state-owned telecommunications operators under the administrative control and regulatory supervision
by MIIT. Moreover, we have entered into contracts with various subsidiaries of a limited number of
telecommunications service providers at provincial level and rely on them to provide us with data
communications capacity through local telecommunications lines. We have limited access to alternative
networks or services in the event of disruptions, failures or other problems with China’s internet
infrastructure or the telecommunications networks provided by telecommunications service providers.
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We regularly serve a large number of students. With the expansion of our business, we may be required
to upgrade our technology and infrastructure to keep up with the increasing traffic on our online
platform. However, we have no control over the costs of the services provided by telecommunications
service providers. If the prices we pay for telecommunications and internet services rise significantly,
our results of operations may be materially and adversely affected. If internet access fees or other
charges to online users increase, our user traffic may decline and our business may be harmed.

Our platform incorporates open-source software, which may pose risks and uncertainties in a
manner that negatively affects our business.

We currently use open-source software on our online platform and will continue to do so in the
future. There is a risk that open-source software licenses could be construed in a manner that imposes
unanticipated conditions or restrictions on our ability to provide or distribute our content on our online
platform. Additionally, we may face claims from third parties claiming ownership of, or demanding
release of, the open-source software or derivative works that we developed using such software. These
claims could result in litigation and could require us to make our software source code freely available,
purchase a costly license or cease offering the implicated products or services unless and until we can
re-engineer them to avoid infringement. This re-engineering process could require significant additional
research and development resources, and we may not be able to complete it successfully. As a result,
our business, results of operations and financial condition might be adversely and materially affected.

We may need additional capital, and we may be unable to obtain such capital in a timely manner
or on acceptable terms, or at all.

We believe that our available cash and cash equivalents, wealth management products, anticipated
cash flows from operations, and net proceeds from the Global Offering will be sufficient to meet our
present and anticipated cash requirements for the next 12 months from the date of this prospectus. We
may, however, require additional capital to finance our continued growth or other future developments.
To the extent that our funding requirements exceed our financial resources, we will be required to seek
additional financing or to defer planned expenditures. We cannot assure you that we can obtain
additional funds on terms acceptable to us, or at all. If we are unable to obtain adequate financing on
terms satisfactory to us when we require it in the future, our ability to continue to support our business
growth could be significantly impaired, and our business and prospects could be adversely affected. In
addition, our ability to raise additional capital in the future is subject to a variety of uncertainties,
including without limitation:

. our market position and competitiveness in China’s career test preparation industry;
. our future profitability, results of operations, financial condition and cash flows;

. general market conditions for capital raising and debt financing activities; and

. economic, political and other conditions in China and elsewhere.

Furthermore, if we raise additional funds through equity or equity-linked financings, your equity
interest in our Company may be diluted. Alternatively, if we raise additional funds by incurring debt
obligations, we may be subject to various covenants under the relevant debt instruments that may,
among other things, restrict our ability to pay dividends or obtain additional financing. Servicing such
debt obligations could also be burdensome to our operations. If we fail to service such debt obligations
or are unable to comply with any of these covenants, we could be in default under such debt obligations
and our liquidity and financial condition could be materially and adversely affected.

Future strategic alliances, acquisitions or investments may have a material and adverse effect on
our business, results of operations and financial condition.

We may enter into strategic alliances or investments, including joint ventures or minority equity

investments, with various third parties to further our business purpose from time to time. These
alliances and investments could subject us to a number of risks, including risks associated with sharing
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proprietary information, non-performance by the third party and increased expenses in establishing new
strategic alliances, any of which may materially and adversely affect our business. We may have limited
ability to monitor or control the actions of these third parties and, to the extent any of these strategic
third parties suffers negative publicity or harm to their reputation from events relating to their business,
we may also suffer negative publicity or harm to our reputation by virtue of our association with any
such third party.

In addition, if appropriate opportunities arise, we may acquire additional businesses, platforms,
assets or technologies that we believe can expand and strengthen our course offerings and market
coverage, as well as our technological and service capabilities. Future acquisitions and the subsequent
integration of new assets and businesses into our own would require significant attention from our
management and could result in a diversion of resources from our existing business, which in turn
could have an adverse effect on our business operations. Acquired assets or businesses may not
generate the financial results we expect. Acquisitions could result in the use of substantial amounts of
cash, potentially dilutive issuances of equity securities, the occurrence of significant goodwill
impairment charges, amortization expenses for other intangible assets and exposure to potential
unknown liabilities of the acquired business. It may also pose the risk that we may be exposed to
successor liability relating to the actions by an acquired company and its management before and after
the acquisition. The due diligence that we conduct in connection with an acquisition or investment may
not be sufficient to discover unknown liabilities, and any contractual guarantees or indemnities that we
receive from the sellers of the target companies and/or their shareholders may not be sufficient to
protect us from, or compensate us for, actual liabilities. Moreover, the costs of identifying and
consummating investments may be significant. In addition to possible Shareholders’ approval, we may
also have to obtain approvals and licenses from relevant government authorities for the investments and
to comply with any applicable PRC laws and regulations, which could result in delays and increased
costs. Additionally, if the management team or key employees of an acquired company fail to perform
as expected, this may adversely affect the business performance of such acquired company and, in turn,
have a material adverse effect on our business, results of operations and financial condition.

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

Our Controlling Shareholders have substantial influence over our business, including matters
relating to our management, policies and decisions regarding mergers, expansion plans, consolidations
and sales of all or substantially all of our assets, election of directors and other significant corporate
actions. Immediately after the completion of the Global Offering, without taking into account any
Shares which may be issued pursuant to the exercise of the Over-allotment Option or any options
granted under the Pre-IPO Share Option Scheme, our Controlling Shareholders will collectively hold
approximately 35.00% of the enlarged share capital of our Company. This concentration of ownership
may discourage, delay or prevent a change in control of our Company, which could deprive other
Shareholders of an opportunity to receive a premium for their Shares as part of a sale of our Company
and might reduce the price of our Shares. In addition, our Controlling Shareholders may exercise their
substantial influence over us and cause us to enter into transactions or take, or fail to take, actions or
make decisions that conflict with the best interests of our other Shareholders.

Any future occurrence of force majeure events, natural disasters or outbreaks of contagious
diseases in the PRC may materially and adversely affect our business, results of operations and
financial condition.

Any future occurrence of force majeure events, natural disasters or outbreaks of epidemics and
contagious diseases, such as the COVID-19 pandemic, HIN1 flu, H7N9 flu, avian influenza, severe
acute respiratory syndrome or SARS, Zika virus and Ebola virus, could restrict the level of business
activities in affected areas, which may, in turn, materially and adversely affect our business, results of
operations and financial condition. Moreover, China has experienced natural disasters such as
earthquakes, floods and droughts in the past few years. Any future occurrence of severe natural
disasters in China may materially and adversely affect its economy and subsequently our business. We
cannot assure you that any future occurrence of natural disasters or outbreaks of epidemics and
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contagious diseases, or the measures taken by the PRC government or other countries in response to
such incidents, will not seriously disrupt our operations, which may materially and adversely affect our
business, results of operations and financial condition.

RISKS RELATING TO OUR CONTRACTUAL ARRANGEMENTS

If the PRC government finds that the agreements that establish the structure for operating our
businesses in China do not comply with applicable PRC laws and regulations, or if these
regulations or their interpretations change in the future, we could be subject to severe
consequences, including the nullification of the Contractual Arrangements and the relinquishment
of our interest in the Consolidated Affiliated Entities.

We are a company incorporated under the laws of the Cayman Islands, and Fenbi ShangAn, our
indirect wholly-owned PRC subsidiaries, is considered as a foreign-invested enterprise. To comply with
PRC laws and regulations, we conduct a portion of our business in China through the Consolidated
Affiliated Entities based on the Contractual Arrangements, which enable us to (1) have the power to
direct the activities that most significantly affect the economic performance of the Consolidated
Affiliated Entities; (2) receive substantially all of the economic benefits from the Consolidated
Affiliated Entities in consideration for the services provided by Fenbi ShangAn; and (3) have an
exclusive option to purchase all or part of the equity interests in the Consolidated Affiliated Entities
and all or part of their assets when and to the extent permitted by PRC law, or request any Registered
Shareholders to transfer any or part of the equity interest in the Consolidated Affiliated Entities to
another PRC person or entity designated by Fenbi ShangAn at any time at its discretion; and (4) have
the pledged equity interests in Fenbi Bluesky to ensure the performance of the above items. Because of
these Contractual Arrangements, we are the primary beneficiary of the Consolidated Affiliated Entities
and hence treat the Consolidated Affiliated Entities as our PRC operating entities, and combine their
results of operations into ours. The Consolidated Affiliated Entities hold the licenses, approvals and key
assets that are essential for our business operations.

Our PRC Legal Advisors, based on their understanding of the relevant laws and regulations, are of
the opinion that our Contractual Arrangements are not in violation of any applicable PRC law, rule or
regulation currently in effect, and constitute valid and binding obligations against each party to such
agreements in accordance with their terms. However, our PRC Legal Advisors also advised that as there
are substantial uncertainties regarding the interpretation and application of the PRC laws, rules and
regulations, including but not limited to, those governing our business, or the enforcement and
performance of our Contractual Arrangements, there can be no assurance that the PRC government
would ultimately take a view that is consistent with the opinion of our PRC Legal Advisors. If the PRC
government finds that our Contractual Arrangements do not comply with its restrictions on foreign
investment in businesses, or if the PRC government otherwise finds that we or the Consolidated
Affiliated Entities are in violation of PRC laws or regulations or lack the necessary permits or licenses
to operate our business, the relevant PRC regulatory authorities, would have broad discretion in dealing
with such violations or failures, including, without limitation:

. revoking our business and operating licenses;
. discontinuing or restricting our operations;
. imposing fines or confiscating any of our income that they deem to have been obtained

through illegal operations;

. imposing conditions or requirements with which we or our subsidiaries and the Consolidated
Affiliated Entities may not be able to comply;

. requiring us or our subsidiaries and the Consolidated Affiliated Entities to restructure the
relevant ownership structure or operations;
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. restricting or prohibiting our use of the proceeds from the initial public offering or other of
our financing activities to finance the business and operations of the Consolidated Affiliated
Entities; or

. taking other regulatory or enforcement actions that could be harmful to our business.

Any of these actions could cause significant disruption to our business operations, and may
materially and adversely affect our business, results of operations and financial condition. In addition, it
is unclear what impact the PRC government actions would have on us and on our ability to combine the
financial results of the Consolidated Affiliated Entities into our consolidated financial statements, if the
PRC governmental authorities find our legal structure and Contractual Arrangements to be in violation
of PRC laws, rules and regulations. If any of these penalties results in our inability to direct the
activities of the Consolidated Affiliated Entities that most significantly impact their economic
performance and/or our failure to receive the economic benefits from the Consolidated Affiliated
Entities, we may not be able to combine their results of operations into our consolidated financial
statements in accordance with IFRS.

Our Contractual Arrangements may not be as effective in providing operational control as direct
ownership. The Consolidated Affiliated Entities or the Registered Shareholders may fail to
perform their obligations under our Contractual Arrangements.

Due to the PRC restrictions or prohibitions on foreign ownership of internet and other related
businesses in China, we operate a portion of our business in China through the Consolidated Affiliated
Entities. We rely on the Contractual Arrangements with Consolidated Affiliated Entities and the
Registered Shareholders to control and operate the business of the Consolidated Affiliated Entities. The
Contractual Arrangements are intended to provide us with effective control over the Consolidated
Affiliated Entities and allow us to obtain economic benefits from them. See “Contractual
Arrangements” for details.

Although we have been advised by our PRC Legal Advisors that our Contractual Arrangements
with the Consolidated Affiliated Entities and the Registered Shareholders constitute valid and binding
obligations enforceable against each party of such agreements in accordance with their terms, these
Contractual Arrangements may not be as effective in providing control over the Consolidated Affiliated
Entities as direct ownership. If the Consolidated Affiliated Entities or the Registered Shareholders fail
to perform their respective obligations under the Contractual Arrangements, we may incur substantial
costs and expend substantial resources to enforce our rights. The Contractual Arrangements are
governed by and interpreted in accordance with PRC laws, and disputes arising from the Contractual
Arrangements will be resolved through arbitration or litigation in China. However, the legal system in
China is not as developed as in other jurisdictions, such as the United States. There are very few
precedents and little official guidance as to how contractual arrangements in the context of a variable
interest entity should be interpreted or enforced under PRC law. There remain significant uncertainties
regarding the outcome of arbitration or litigation. These uncertainties could limit our ability to enforce
the Contractual Arrangements. If we are unable to enforce the Contractual Arrangements or we
experience significant delays or other obstacles in the process of enforcing the Contractual
Arrangements, we may not be able to exert effective control over the Consolidated Affiliated Entities
and may lose control over their assets. As a result, we may be unable to combine the results of
operations of the Consolidated Affiliated Entities into our consolidated financial statements, and our
ability to conduct our business may be adversely affected.

We may lose the ability to use and enjoy assets held by the Consolidated Affiliated Entities that
are material to our business operations if the Consolidated Affiliated Entities were to declare
bankruptcy or become subject to a dissolution or liquidation proceeding.

If any of the Consolidated Affiliated Entities undergoes an involuntary liquidation proceeding,

third-party creditors may claim rights to some or all of its assets and we may not have priority against
such third-party creditors on the assets of the Consolidated Affiliated Entities. If the Consolidated
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Affiliated Entities liquidate, we may take part in the liquidation procedures as a general creditor under
the PRC Enterprise Bankruptcy Law and recover any outstanding liabilities owed by the Consolidated
Affiliated Entities to Fenbi ShangAn under the applicable service agreement.

If the Consolidated Affiliated Entities were to attempt to voluntarily liquidate as required by the
applicable PRC laws, we could request the Consolidated Affiliated Entities to transfer all of their assets
to a PRC entity or individual designated by Fenbi ShangAn in accordance with the Exclusive Option
Agreement. In addition, under the Contractual Arrangements, the Registered Shareholders do not have
the right to issue dividends to themselves or otherwise distribute the retained earnings or other assets of
the Consolidated Affiliated Entities without our consent. In the event that the Registered Shareholders
initiate a voluntary liquidation proceeding without our authorization or attempts to distribute the
retained earnings or assets of the Consolidated Affiliated Entities without our prior consent, we may
need to resort to legal proceedings to enforce the terms of the Contractual Arrangements. Any such
legal proceeding may be costly and may divert our management’s time and attention away from the
operation of our business, and the outcome of such legal proceeding will be uncertain.

The Registered Shareholders may have conflicts of interest with us, and they may breach their
obligations under the Contractual Arrangements or cause such arrangements to be amended in a
manner contrary to our interests.

Our control over the Consolidated Affiliated Entities is based upon the Contractual Arrangements
with the Registered Shareholders. The Registered Shareholders may potentially have conflicts of
interest with us and breach their contracts or undertaking if it would further their own interest or if they
otherwise act in bad faith. We cannot assure you, however, that when conflicts of interest arise, the
Registered Shareholders will act in the best interests of our Company or that conflicts of interest will
be resolved in our favor. In the event of any such conflicts of interest, the Registered Shareholders may
breach or cause Fenbi Bluesky to breach or refuse to renew the Contractual Arrangements that allow us
to effectively control and receive economic benefits from our Consolidated Affiliated Entities. If we
cannot resolve such conflict of interest or dispute between us and the Registered Shareholders should it
arise, we would have to rely on legal proceedings, which could result in disruption of our business and
subject us to substantial uncertainty as to the outcome of any such legal proceedings. These
uncertainties may impede our ability to enforce the Contractual Arrangements. If we are unable to
resolve any such conflicts, or if we experience significant delays or other obstacles as a result of such
conflicts, our business and operations could be severely disrupted, which could materially and adversely
affect our results of operations and damage our reputation.

If we exercise the option to acquire equity ownership and assets of the Consolidated Affiliated
Entities, the ownership or asset transfer may subject us to certain limitations and substantial
costs.

Pursuant to the Contractual Arrangements, Fenbi ShangAn or its designated person(s) have the
exclusive right to purchase all or any part of the equity interests in the Consolidated Affiliated Entities
from the Registered Shareholders, or to purchase from the Consolidated Affiliated Entities all or any
part of their assets.

The equity and/or asset transfer may be subject to the approvals from and filings with MOFCOM,
MIIT, the SAMR and/or their local competent branches. In addition, the equity and/or asset transfer
price may be subject to review and tax adjustment by the relevant tax authority. To the extent permitted
by the PRC laws and regulations, the Registered Shareholders and/or the Consolidated Affiliated
Entities will pay the equity and/or asset transfer price it receives to Fenbi ShangAn under the
Contractual Arrangements. The amount to be received by Fenbi ShangAn may also be subject to
enterprise income tax. Such tax amounts could be substantial.

Certain terms of the Contractual Arrangements may not be enforceable under PRC laws.
The Contractual Arrangements provide for dispute resolution by way of arbitration in accordance

with the arbitration rules of the China International Economic and Trade Arbitration Commission. See
“Contractual Arrangements — Contractual Arrangements — Dispute Resolution.” The Contractual
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Arrangements contain provisions to the effect that the arbitral body may award remedies over the shares
and/or assets of the Consolidated Affiliated Entities, and injunctive relief and/or winding up of the
Consolidated Affiliated Entities. In addition, the Contractual Arrangements contain provisions to the
effect that courts in Hong Kong and the Cayman Islands are empowered to grant interim remedies in
support of the arbitration pending the formation of an arbitral tribunal. However, our PRC Legal
Advisors are of the view that the tribunal normally would not grant such injunctive relief or order the
winding-up of the Consolidated Affiliated Entities pursuant to current PRC laws. In addition, interim
remedies or enforcement orders granted by overseas courts such as those of Hong Kong and the
Cayman Islands may not be recognizable or enforceable under the current PRC laws. These
uncertainties could limit our ability to enforce the Contractual Arrangements.

Uncertainties exist with respect to the interpretation and implementation of the newly enacted
Foreign Investment Law and how it may impact the viability of our current corporate structure,
corporate governance, business, results of operations, financial condition and prospects.

On March 15, 2019, the NPC promulgated the Foreign Investment Law (H % A R L1 1 s 48 &
%) (the “FIL”), which has become effective on January 1, 2020 and replaced the trio of existing laws
regulating foreign investment in China, namely, the Sino-foreign Equity Joint Venture Enterprise Law,
the Sino-foreign Cooperative Joint Venture Enterprise Law and the Wholly Foreign-invested Enterprise
Law, together with their implementation rules and ancillary regulations. See “Regulation — Regulations
Related to Foreign Investment.” The FIL embodies an expected PRC regulatory trend to rationalize its
foreign investment regulatory regime in line with prevailing international practice and the legislative
efforts to unify the corporate legal requirements for both foreign and domestic investments. The current
FIL does not mention concepts such as “actual control” and “controlling PRC companies by contracts
or trusts” that were included in the previous drafts, nor does it specify regulations on controlling
through contractual arrangements. As a result, this regulatory topic remains unclear under the FIL.
However, since the FIL is relatively new, uncertainties still exist in relation to its interpretation and
implementation, and failure to take timely and appropriate measures to cope with the
regulatory-compliance challenges could result in a material adverse effect on us. For example, though
the FIL does not explicitly classify contractual arrangements as a form of foreign investment, it
contains a catch-all provision under the definition of “foreign investment,” which includes investments
made by foreign investors in China through means stipulated in laws or administrative regulations or
other methods prescribed by the State Council. Therefore, it still leaves leeway for future laws,
administrative regulations or provisions promulgated by the State Council to provide for contractual
arrangements as a form of foreign investment, at which time it will be uncertain whether our
Contractual Arrangements will be deemed to be in violation of the market access requirements for
foreign investment in the PRC and if yes, how our Contractual Arrangements should be dealt with. In
addition, if future laws, administrative regulations or provisions prescribed by the State Council
mandate further actions to be taken by companies with respect to existing contractual arrangements, we
may face substantial uncertainties as to whether we can complete such actions in a timely manner, or at
all. In the worst-case scenario, we may be required to unwind our existing Contractual Arrangements
and/or dispose of the relevant business operations, which could have a material adverse effect on our
current corporate structure, corporate governance, business, results of operations, financial condition
and prospects.

Our Contractual Arrangements may result in adverse tax consequences to us.

Under PRC laws and regulations, arrangements and transactions among related parties may be
subject to audit or challenge by the PRC tax authorities. We could face material and adverse tax
consequences if the PRC tax authorities determine that the Contractual Arrangements do not represent
an arms-length price and adjust the income of the Consolidated Affiliated Entities in the form of a
transfer pricing adjustment. A transfer pricing adjustment could, among other things, result in a
reduction of expense deductions recorded by the Consolidated Affiliated Entities for PRC tax purposes,
or could limit the ability of the Consolidated Affiliated Entities to enjoy preferential tax treatments,
which could in turn increase their tax liabilities. For example, assuming that (1) the Contractual
Arrangements were adopted throughout the Track Record Period, (2) Fenbi ShangAn had been
established and readily functioned for provision of the relevant services under the Business Cooperation
and Service Agreement throughout the Track Record Period, (3) the amounts of the services fees during
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the year had represented arm’s-length transaction price for PRC tax purposes, and (4) the business
scope and tax rates of the relevant entities had remained unchanged throughout the Track Record Period
due to any assumptions made, our net profit/loss for 2019, 2020, 2021 and the six months ended June
30, 2022 would have been decreased by RMBO.1 million, nil, nil and RMB10.4 million, respectively, as
a result of the 10% difference between the standard PRC income tax rate of 25% applicable to the
services fees that would have been received by Fenbi ShangAn and the preferential income tax rate of
15% applicable to Fenbi Bluesky. See “Contractual Arrangements — Accounting Aspects of the
Contractual Arrangements.” In addition, the PRC tax authorities may impose late payment fees and
other penalties to our PRC variable interest entities for under-paid taxes. Our results of operations may
be materially and adversely affected if our tax liabilities increase or if we are found to be subject to
late payment fees or other penalties.

We do not have any insurance to cover the risks relating to the Contractual Arrangements and the
transactions contemplated thereunder.

Our insurance does not cover the risks relating to the Contractual Arrangements and the
transactions contemplated thereunder, and we may not purchase any insurance in this regard as the
insurance industry in China is still at an early stage of development, and insurance companies in China
currently offer limited business-related insurance products. If any risk arises from the Contractual
Arrangements in the future, such as those affecting the enforceability of the Contractual Arrangements,
our business, results of operations and financial condition may be adversely affected.

RISKS RELATING TO DOING BUSINESS IN CHINA

We may be subject to the approval or other requirements of the CSRC or other PRC
governmental authorities in connection with future capital raising activities.

On July 6, 2021, the General Office of the State Council, together with another regulatory
authority, jointly promulgated the Opinions on Strictly Combating Illegal Securities Activities in
Accordance with the Law (BAMIEIEBITR B R EILIEEMWE ), which calls for enhanced
administration and supervision of overseas-listed China-based companies, proposes to revise the
relevant regulation governing the overseas issuance and listing of shares by such companies, and
clarifies the responsibilities of competent domestic industry regulators and government authorities. As
of the Latest Practicable Date, due to the lack of further clarifications or detailed rules and regulations,
there remained uncertainties regarding the interpretation and implementation of the opinions, including
its applicability to China-based companies with a VIE structure.

On December 24, 2021, the CSRC issued the Provisions of the State Council on the
Administration of Overseas Securities Offering and Listing by Domestic Companies (Draft for
Comments) (BB B BH A 5% A 4 SE BTS84 T8 5 A0 B 1 i 8BRS (LR ORI A R))  (the  “Draft
Overseas Listing Administration Provisions”) and the Administrative Measures for the Filing of
Overseas Securities Offering and Listing by Domestic Companies (Draft for Comments) (3% [N 4 335 4b
BEAT RS S AN b T A FEBEE (BOR 7 FURR)) (the “Draft Overseas Listing Filing Measures”), which are
open for public comments until January 23, 2022. The Draft Overseas Listing Administration Provisions
comprehensively improved and reformed the exiting regulatory system for overseas offering and listing
of domestic companies, and brought all overseas listing activities including both direct and indirect
overseas offering and listing under regulation by adopting a filing-based administration system. Under
the Draft Overseas Listing Administration Provisions, the securities offering and listing in an overseas
market made in the name of an offshore entity but based on the underlying equity, assets, earnings or
other similar rights of a domestic company that operates its main business domestically may be deemed
as indirect overseas offering and listing, and thus the offshore entity shall fulfill the filing procedure
with the CSRC instead of obtaining the approval from the CSRC. As of the Latest Practicable Date, the
Draft Overseas Listing Administration Provisions and the Draft Overseas Listing Filing Measures had
not come into effect. The interpretation, application and enforcement of the regulations remain unclear.
If the filing procedure with the CSRC under the Draft Overseas Listing Administration Provisions is
required, it is uncertain whether we could complete the filing procedure in a timely manner, or at all.
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If it is determined that we are subject to any CSRC approval, filing, other governmental
authorization or requirements for this offering or future capital raising activities, we may fail to obtain
such approval or meet such requirements in a timely manner or at all, or completion could be rescinded.
Any failure to obtain or delay in obtaining such approval or completing such procedures for this
offering or future capital raising activities, or a rescission of any such approval obtained by us, would
subject us to sanctions by the CSRC or other PRC regulatory authorities. These regulatory authorities
may impose fines and penalties on our operations in China, limit our ability to pay dividends outside of
China, limit our operating privileges in China, delay or restrict the repatriation of the proceeds from
this offering or future capital raising activities into China, or take other actions that could materially
and adversely affect our business, financial condition, results of operations and prospects, as well as the
trading price of our Shares.

The CSRC or other PRC regulatory authorities may also take actions requiring us, or making it
advisable for us, to halt this offering or future capital raising activities before settlement and delivery
of the Shares offered hereby. Consequently, if you engage in market trading or other activities in
anticipation of and prior to settlement and delivery, you do so at the risk that settlement and delivery
may not occur. In addition, if the CSRC or other regulatory authorities later promulgate new rules or
explanations requiring that we obtain their approvals or accomplish the required filing or other
regulatory procedures for this offering or future capital raising activities, we may be unable to obtain a
waiver of such approval requirements, if and when procedures are established to obtain such a waiver.
Any uncertainties or negative publicity regarding such approval, filing or other requirements could
materially and adversely affect our business, prospects, financial condition, reputation, and the trading
price of the Shares.

The economic, political and social conditions of China could affect our business, results of
operations and financial condition.

We conduct all of our business operations in China. Accordingly, our business, results of
operations, financial condition and prospects are, to a significant degree, subject to the economic,
political and social conditions in China. The Chinese economy differs from the economies of developed
countries in many respects, including the degree of government involvement, control of capital
investment, as well as the overall level of development. Although the PRC government has
implemented measures since the late 1970s emphasizing the utilization of market forces for economic
reform, the reduction of state ownership of productive assets and the establishment of improved
corporate governance in business enterprises, a substantial portion of productive assets in China is still
owned by the PRC government. In addition, the PRC government continues to play a significant role in
regulating industry development by imposing industrial policies. The PRC government also exercises
significant control over China’s economic growth through the allocation of resources, controlling
payment of foreign currency denominated obligations, setting monetary policy and providing
preferential treatment to particular industries or companies. We cannot predict future changes in China’s
economic, political and social condition and the effect that new government policies will have on our
business and future prospects. Any actions and policies adopted by the PRC government or any
prolonged slowdown in China’s economy, in particular the career test preparation industry, could have a
negative impact on our business, operating results and financial condition in a number of ways.

Uncertainties and changes in the Chinese legal system could materially and adversely affect our
business.

Our business operations are based in China and governed by PRC laws and regulations. The PRC
legal system is based on written statutes. Prior court decisions may be cited for reference but have
limited precedential value.

In 1979, the PRC government began to promulgate a comprehensive system of laws and
regulations governing economic matters in general, and forms of foreign investment (including wholly
foreign-owned enterprises and joint ventures) in particular. These laws, regulations and legal
requirements, including those governing PRC tax matters, are relatively new and amended frequently,
and their interpretation and enforcement often raise uncertainties that could limit the reliability of the
legal protections available to us. In addition, the PRC legal system is based in part on government
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policies and internal rules (some of which are not published on a timely basis or at all) that may have a
retroactive effect. As a result, we may not be aware of our violations of these policies and rules until
the violations have occurred. Furthermore, the PRC administrative and court authorities have significant
discretions in interpreting and implementing or enforcing statutory rules and contractual terms, and it
may be more difficult to predict the outcome of administrative and court proceedings and the level of
legal protection we may enjoy in China versus other more developed legal systems. These uncertainties
may affect our judgment on the relevance of legal requirements and our decisions on the measures and
actions to be taken to fully comply therewith, and may affect our ability to enforce our contractual or
tort rights. Such uncertainties may result in substantial operating expenses and costs, and any litigation
in China may result in diversion of resources and management’s attention, and therefore materially and
adversely affect our business and results of operations. We cannot predict future developments in the
PRC legal system. We may be required to procure additional permits, authorizations and approvals for
our operations, which we may not be able to obtain. Our inability to obtain such permits or
authorizations may materially and adversely affect our business, results of operations and financial
condition.

We may be unable to complete a business combination transaction efficiently or on favorable
terms due to complicated merger and acquisition regulations.

On August 8, 2006, six PRC regulatory authorities, including MOFCOM, the State Assets
Supervision and Administration Commission, SAT, the State Administration for Industry & Commerce
of the PRC (“SAIC”), the CSRC and SAFE, jointly issued the Regulations on Mergers and Acquisitions
of Domestic Enterprises by Foreign Investors (BAFMNEI# & N ZEMKLE) (the “M&A
Rules”), which became effective on September 8, 2006 and was amended and enacted by MOFCOM in
June 2009. The M&A Rules, governing the approval process by which a PRC company may participate
in an acquisition of assets or equity interests by foreign investors, requires the foreign investors to
make a series of applications and supplemental applications to the government agencies, depending on
the structure of the transaction. In some instances, the application process may require presentation of
economic data concerning a transaction, including appraisals of the target business and evaluations of
the acquirer, which are designed to allow the government to assess the transaction. Accordingly, due to
the M&A Rules, our ability to engage in business combination transactions has become significantly
more complicated, time-consuming and expensive, and we may not be able to negotiate a transaction
that is acceptable to our Shareholders or sufficiently protect their interests in a transaction.

The M&A Rules allow PRC government agencies to assess the economic terms of a business
combination transaction. Parties to a business combination transaction may have to submit to
MOFCOM and other relevant government agencies an appraisal report and the acquisition agreement,
all of which form part of the application for approval, depending on the structure of the transaction.
The M&A Rules also prohibit a transaction at an acquisition price obviously lower than the appraised
value of the PRC business or assets and in certain transaction structures, require that consideration must
be paid within defined periods, generally not in excess of a year. In addition, the M&A Rules also limit
our ability to negotiate various terms of the acquisition, including aspects of the initial consideration,
contingent consideration, holdback provisions, indemnification provisions and provisions relating to the
assumption and allocation of assets and liabilities. Transaction structures involving trusts, nominees and
similar entities are prohibited. Therefore, such regulation may impede our ability to negotiate and
complete a business combination transaction on legal and/or financial terms that satisfy our investors
and protect our Shareholders’ economic interests.

If we were required to obtain the prior approval of MOFCOM and/or the CSRC for or in
connection with our restructuring or the Listing, our failure to do so may have a material adverse
effect on our business.

The M&A Rules require PRC domestic enterprises or domestic natural persons to obtain prior
approval of MOFCOM when an offshore company established or controlled by them proposes to merge
with or acquire shares or assets of a PRC domestic company with which such enterprises or persons
have a connected relationship. The M&A Rules also include, among other things, provisions that
purport to require that an offshore special purpose vehicle that is controlled by PRC domestic
companies or individuals and that has been formed for the purpose of an overseas listing of securities
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through acquisitions of PRC domestic companies or assets to obtain the approval of the CSRC prior to
the listing and trading of such special purpose vehicle’s securities on an overseas stock exchange. In
addition, given that there are no explicit provisions in the M&A Rules which clearly classify the
Contractual Arrangements as a type of merger or acquisition transaction falling under the M&A Rules,
our PRC Legal Advisors have advised us that the Contractual Arrangements were not subject to the
M&A Rules.

However, there has been no official interpretation or clarification of the M&A Rules, and there
exists uncertainty as to how this regulation will be interpreted or implemented. As further advised by
our PRC Legal Advisors, the M&A Rules are unclear in certain respects, including as to what
constitutes a merger with or acquisition of PRC domestic enterprises, what constitutes circumvention of
its approval requirements, and the CSRC currently has not issued any definitive rule or interpretation
concerning whether the listing like ours are subject to the M&A Rules.

There can be no assurance that the relevant PRC government authorities, including without
limitation, the CSRC and MOFCOM, would reach the same conclusion as our PRC Legal Advisors. In
addition, if MOFCOM, the CSRC or other PRC regulatory agencies later promulgate new rules or
explanations requiring us to obtain their approvals for this offering, we may be unable to obtain waivers
of such requirements.

If MOFCOM, the CSRC or other PRC regulatory agencies subsequently determines that its
approval of our restructuring and/or the Listing should have been obtained, we may face regulatory
actions or other sanctions by MOFCOM, the CSRC or other PRC regulatory agencies, which could have
a material adverse effect on our business, results of operations and financial condition.

We may be deemed to be a PRC tax resident under the EIT Law, and as a result, our global
income could be subject to PRC withholding tax and enterprise income tax.

We are a holding company incorporated under the laws of the Cayman Islands and indirectly hold
interests in a Hong Kong-incorporated subsidiary, which in turn directly or indirectly hold interests in
our PRC subsidiaries. Pursuant to the EIT Law, effective in January 2008, as amended on December 29,
2018, and its implementation rules, dividends payable by a foreign-invested enterprise to its foreign
corporate investors who are not deemed a PRC resident enterprise are subject to a 10% withholding tax,
unless such foreign investor’s jurisdiction of incorporation has a tax treaty with the PRC that provides
for a different withholding tax arrangement. Under the Arrangement between the Mainland of China
and Hong Kong Special Administration Region for the Avoidance of Double Taxation and the
Prevention of Fiscal Evasion with Respect to Tax on Income (/A1 75 5 55 Bl 47 B I B 7% 3 T 15 4k 40
BN B LR AT IR BT % BE) promulgated by SAT and the Hong Kong government, effective in
January 2007, such dividend withholding tax rate is reduced to 5% for dividends paid by a PRC
company to a Hong Kong-resident enterprise if such Hong Kong entity is a “beneficial owner” and such
entity directly owns at least 25% of the equity interest of the PRC company. The Announcement on
Issues Relating to “Beneficial Owner” in Tax Treaties ([ ZBi%H5 48 )= B Bl ih & 32 42 BT A N
B 245, effective in April 2018, provides certain factors for the determination of “beneficial
owner” status of a company under the treaty. If the PRC tax authorities determine that our Hong Kong
subsidiary is not a “beneficial owner,” we may not be able to enjoy a preferential withholding tax rate
of 5% and dividend payable by our PRC subsidiaries to our Hong Kong subsidiary will be subject to
withholding tax at the rate of 10%.

The EIT Law and its implementation rules also provide that if an enterprise incorporated outside
China has its “de facto management bodies” within China, such enterprise may be deemed a “PRC
resident enterprise” for tax purposes and be subject to an enterprise income tax rate of 25% on its
global incomes. “De facto management body” is defined as the body that has the significant and overall
management and control over the business, personnel, accounts and properties of an enterprise. In April
2009, SAT promulgated a circular, known as Circular 82, and partially amended by Circular 9
promulgated in January 2014, to clarify the certain criteria for the determination of the “de facto
management bodies” for foreign enterprises controlled by PRC enterprises or PRC enterprise groups.
Under Circular 82, a foreign enterprise is considered a PRC resident enterprise if all of the following
apply: (1) the senior management and core management departments in charge of daily operations are
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located mainly within China; (2) decisions relating to the enterprise’s financial and human resource
matters are made or subject to approval by organizations or personnel in China; (3) the enterprise’s
primary assets, accounting books and records, company seals, and board and shareholders’ meeting
minutes are located or maintained in China; and (4) 50% or more of voting board members or senior
executives of the enterprise habitually reside in China. Further to Circular 82, SAT issued a bulletin,
known as Bulletin 45, effective in September 2011 and amended on June 1, 2015, October 1, 2016, and
June 15, 2018, respectively to provide more guidance on the implementation of Circular 82 and clarify
the reporting and filing obligations of such “Chinese-controlled offshore incorporated resident
enterprises.” Bulletin 45 provides for, among other matters, procedures for the determination of resident
status and administration of post-determination matters. Although Circular 82 and Bulletin 45 explicitly
provide that the above standards apply to enterprises that are registered outside China and controlled by
PRC enterprises or PRC enterprise groups, Circular 82 may reflect SAT’s criteria for determining the
tax residence of foreign enterprises in general.

However, there have been no official implementation rules regarding the determination of the “de
facto management bodies” for foreign enterprises not controlled by PRC enterprises (including
companies like ourselves). Therefore, it remains unclear how the tax authorities will treat a case such as
ours. However, if the PRC authorities were to subsequently determine, or any future regulation
provides, that we should be treated as a PRC resident enterprise, we will be subject to the uniform 25%
enterprise income tax on our global incomes. In addition, although the EIT Law provides that dividend
payments between qualified PRC resident enterprises are exempt from enterprise income tax, due to the
relatively short history of the EIT Law, it remains unclear as to the detailed qualification requirements
for this exemption and whether dividend payments by our PRC subsidiaries to us will meet such
qualification requirements even if we are considered a PRC resident enterprise for tax purposes.

There remains significant uncertainty as to the interpretation and application of applicable PRC
tax laws and rules by the PRC tax authorities, and the PRC tax laws, rules and regulations may also
change. If there is any change to applicable tax laws and rules and interpretation or application with
respect to such laws and rules, the value of your investment in our shares may be materially affected.

Fluctuations in the value of Renminbi and other currencies may have a material adverse impact
on your investment.

As we expand our China operations, we expect to incur more expenditures denominated in
Renminbi, while the net proceeds from the Global Offering and any dividends we pay on our Shares
will be in Hong Kong dollars. Fluctuations in the exchange rate between the Renminbi and the Hong
Kong dollar or U.S. dollar may affect the relative purchasing power in Renminbi terms of the proceeds
from the Global Offering. Fluctuations in the exchange rate may also cause us to incur foreign
exchange losses and affect the relative value of any dividend issued by our PRC subsidiaries. For
example, we recorded net foreign exchange gains of RMB12.3 million in 2021 and net foreign
exchange losses of RMB43.9 million in the six months ended June 30, 2022 under other gains/losses,
net. See “Financial Information — Period to Period Comparison of Results of Operations” and Note 7
to the Accountant’s Report in Appendix I to this prospectus for details. In addition, appreciation or
depreciation in the value of the Renminbi relative to the Hong Kong dollar or U.S. dollar may affect
our financial results in Hong Kong dollar or U.S. dollar terms without giving effect to any underlying
change in our business or results of operations.

Movements in Renminbi exchange rates are affected by, among other things, changes in political
and economic conditions and China’s foreign exchange regime and policy. The Renminbi has been
unpegged from the U.S. dollar since July 2005 and, although the PBOC regularly intervenes in the
foreign exchange market to limit fluctuations in Renminbi exchange rate, the Renminbi may appreciate
or depreciate significantly in value against the U.S. dollar in the medium to long term. Moreover, it is
possible that the PRC authorities may lift restrictions on fluctuations in Renminbi exchange rates and
lessen intervention in the foreign exchange market in the future.

Limited hedging options are available in China to reduce our exposure to exchange rate

fluctuations. As of the date of this prospectus, we have not entered into any hedging transactions in an
effort to reduce our exposure to foreign currency exchange risk. While we may decide to enter into
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hedging transactions in the future, the availability and effectiveness of these hedges may be limited and
we may not be able to adequately hedge our exposure or at all. In addition, our currency exchange
losses may be magnified by PRC exchange control regulations that restrict our ability to convert RMB
into foreign currency.

The Chinese government’s control of foreign currency conversion may limit our foreign exchange
transactions, including dividend payments on our Shares.

Currently, the Renminbi cannot be freely converted into any foreign currency, and conversion and
remittance of foreign currencies are subject to PRC foreign exchange regulations. It cannot be
guaranteed that under a certain exchange rate, we will have sufficient foreign exchange to meet our
foreign exchange requirements. Under the current PRC foreign exchange control system, foreign
exchange transactions under the current account conducted by us, including the payment of dividends,
do not require advance approval from SAFE, but we are required to present documentary evidence of
such transactions and conduct such transactions at designated foreign exchange banks within China that
have the licenses to carry out foreign exchange business. Foreign exchange transactions under the
capital account conducted by us, however, must be approved in advance by SAFE or its local branches
or registered with the applicable banks, as the case may be.

Under existing foreign exchange regulations, following the completion of the Global Offering, we
will be able to pay dividends in foreign currencies without prior approval from SAFE by complying
with certain procedural requirements. However, we cannot assure you that these foreign exchange
policies regarding payment of dividends in foreign currencies will continue in the future. In addition,
any insufficiency of foreign exchange may restrict our ability to obtain sufficient foreign exchange for
dividend payments to shareholders or to satisfy any other foreign exchange requirements. If we fail to
obtain any necessary approval from SAFE to convert Renminbi into any foreign exchange for any of
the above purposes, our capital expenditure plans, and even our business, operating results and financial
condition, may be materially and adversely affected.

We may rely on dividends and other distributions from our PRC subsidiaries to fund our cash and
financing requirements, and any limitation on the ability of our subsidiaries to make payments to
us could materially and adversely affect our ability to conduct our business.

As an offshore holding company, we may rely in part on dividends from our PRC subsidiaries for
our cash requirements, dividends payments and other distributions to our Shareholders, and to service
any debt that we may incur and pay our operating expenses. The payment of dividends by entities
organized in China is subject to limitations. In particular, PRC regulations permit our subsidiaries to
pay dividends only out of their accumulated profits, if any, as determined in accordance with Chinese
accounting standards and regulations. In addition, our PRC subsidiaries are required each year to set
aside at least 10% of its annual after-tax profits (as determined under PRC accounting standards) into
its statutory reserve fund until the aggregate amount of that reserve reaches 50% of such entity’s
registered capital. These reserves are not distributable as cash dividends.

If our PRC subsidiaries incur debt on their own behalf, the instruments governing the debt may
restrict its ability to pay dividends or make other distributions to us. Any limitation on the ability of our
subsidiaries to distribute dividends or other payments to us could materially and adversely limit our
ability to grow, make investments or acquisitions, pay dividends and otherwise fund and conduct our
business.

PRC regulations over loans to and direct investments in PRC entities by offshore holding
companies may delay or prevent us from using the proceeds of the Global Offering to make loans
or additional capital contributions to our PRC subsidiaries.

Any funds we transfer to our PRC subsidiaries, either as a shareholder loan or as an increase in
registered capital, are subject to approval by registration with relevant governmental authorities in
China. According to the relevant PRC regulations on foreign-invested enterprises, capital contributions
by an offshore holding company to its wholly-owned subsidiary in China shall obtain approvals from or
report investment information to MOFCOM or its local counterpart and register with the SAMR or its
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local counterpart to make capital contributions to the foreign-invested enterprises. In addition, any
foreign loan procured by our PRC subsidiaries is required to be registered with SAFE or its local
branches, and our PRC subsidiaries may not procure loans exceeding the statutory limits and is required
to be registered with SAFE or its local branches or file with SAFE through its online service platform.
We may not obtain these government approvals or complete such registrations on a timely basis, or at
all, with respect to future capital contributions or foreign loans by us to our PRC subsidiaries. If we fail
to receive such approvals or complete such registration, our ability to use the proceeds of the Global
Offering to fund our operations in China may be negatively affected, which in turn could adversely
affect our ability to finance and expand our business.

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

Pursuant to the Circular on Relevant Issues concerning Foreign Exchange Administration of
Overseas Investment and Financing and Return Investments Conducted by Domestic Residents through
Overseas Special Purpose Vehicle (B 5% A J& B4 i Fr ik H E’J/\7fﬁﬁﬁﬁmﬂgﬁLﬁiﬁ§9F@”‘@}E;ﬁ
B 4 AT) (the “SAFE Circular 37”), which was promulgated by SAFE, and became effective on
July 4, 2014, (1) a PRC resident must register with the local SAFE branch before he or she contributes
assets or equity interests in an overseas special purpose vehicle, or an Overseas SPV, that is directly
established or indirectly controlled by the PRC resident for the purpose of conducting investment or
financing; and (2) following the initial registration, the PRC resident is also required to register with
the local SAFE branch for any major change, in respect of the Overseas SPV, including, among other
things, a change in the Overseas SPV’s PRC resident shareholder, name of the Overseas SPV, term of
operation, or any increase or reduction of the contributions by the PRC resident, share transfer or swap,
and merger or division. Additionally, pursuant to the Circular of SAFE on Further Simplifying and
Improving the Direct Investment-related Foreign Exchange Administration Policies (P2 #E— 25 b Al
O R A A BB SR () 4 1) (the “SAFE Circular 13”), which was promulgated on February 13,
2015 and became effective on June 1, 2015, the aforesaid registration shall be directly reviewed and
handled by qualified banks in accordance with the SAFE Circular 13, and SAFE and its branches shall
perform indirect regulation over the foreign exchange registration via qualified banks.

As advised by our PRC Legal Advisors, all PRC residents as defined under the applicable
provisions under the SAFE Circular 37 who are shareholders of the Overseas SPVs in our Group had
completed the required initial foreign exchange registration under SAFE Circular 37 as of the Latest
Practicable Date. As SAFE Circular 37 and SAFE Circular 13 are general regulations without specific
requirements and interpretations of the aforementioned registrations, it remains unclear how they will
be interpreted and implemented, and how or whether SAFE will apply them to us. Therefore, we cannot
predict how they will affect our business operations or future strategies. In addition, as we have little
control over either our present or prospective, direct or indirect Shareholders or the outcome of such
registration procedures, we cannot assure you that these Shareholders who are PRC residents will
amend or update their registration as required under SAFE Circular 37 and SAFE Circular 13 in a
timely manner or at all. Failure of our present or future Shareholders who are PRC residents to comply
with SAFE Circular 37 and SAFE Circular 13 could subject these Shareholders to fines or legal
sanctions, restrict our overseas or cross-border investment activities, limit the ability of our PRC
subsidiaries to make distributions or pay dividends or affect our ownership structure, which could
adversely affect our business and prospects.

We face uncertainties with respect to indirect transfers of equity interests in PRC resident
enterprises by their non-PRC holding companies.

SAT issued the Bulletin on Several Issues concerning the Enterprise Income Tax on the Indirect

Transfers of Properties by Non-resident Enterprises (B FF J& R A 3 ] $2 i o 1 s b 2E TR B T 14
M) (the “SAT Public Notice 77), which became effective on February 3, 2015. Under the SAT
Public Notice 7, an “indirect transfer” of assets, including equity interests in a PRC resident enterprise,
by non-PRC resident enterprises may be re-characterized and treated as a direct transfer of PRC taxable
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assets, if such arrangement does not have a reasonable commercial purpose and was established for the
purpose of avoiding payment of PRC enterprise income tax. As a result, gains derived from such
indirect transfer may be subject to PRC enterprise income tax. According to the SAT Public Notice 7,
“PRC taxable assets” include assets attributed to an establishment in China, immovable properties in
China, and equity investments in PRC resident enterprises. In respect of an indirect offshore transfer of
assets of a PRC establishment, the relevant gain is to be regarded as effectively connected with the
PRC establishment and therefore included in its enterprise income tax filing, and would consequently
be subject to PRC enterprise income tax at a rate of 25%. Where the underlying transfer relates to the
immovable properties in China or to equity investments in a PRC resident enterprise, which is not
effectively connected to a PRC establishment of a non-resident enterprise, a PRC enterprise income tax
at 10% would apply, subject to available preferential tax treatment under applicable tax treaties or
similar arrangements, and the party who is obligated to make the transfer payments has the withholding
obligation. There is uncertainty as to the implementation details of the SAT Public Notice 7. If the SAT
Public Notice 7 was determined by the tax authorities to be applicable to some of our transactions
involving PRC taxable assets, our offshore subsidiaries conducting the relevant transactions might be
required to spend valuable resources to comply with the SAT Public Notice 7 or to establish that the
relevant transactions should not be taxed under the SAT Public Notice 7.

On October 17, 2017, SAT issued the Bulletin on Issues Concerning the Source-based Withholding
of Enterprise Income Tax on Non-resident Enterprises (B 2% %5 48 Jy B A JF & R AR 26 B 15 B0 U5 IR Fn 44
HEAMERA®) (the “SAT Public Notice 377), which became effective on December 1, 2017.
According to the SAT Public Notice 37, if the withholding agent fails to or is unable to withhold the
income tax in accordance with the law, the non-resident enterprise will be deemed to have cleared its
tax payment on time if it voluntarily declares and pays the tax before or within the time limit the tax
authority orders it to do so. If the taxable income before withholding on a source-basis falls within the
form of dividends or any equity investment gains, the date of triggering obligations to settle such tax
payments is the date of actual payment of the dividends or other equity investment gains. In addition,
on December 1, 2017, the SAT Public Notice 37 repealed the Notice of the SAT on Strengthening the
Administration over Enterprise Income Tax on Income of Non-resident Enterprises from Equity Transfer
and Notice of the SAT on Issuing the Interim Measures for the Administration of Source-based
Withholding of the Enterprise Income Tax of Non-resident Enterprises issued by the SAT on December
10, 2009 and January 9, 2009, respectively.

As a result, we and our non-PRC Shareholders may have the risk of being taxed for the
disposition of our Shares and may be required to spend valuable resources to comply with the SAT
Public Notice 7 and the SAT Public Notice 37 or to establish that we or our non-PRC Shareholders
should not be taxed as an indirect transfer, which may have a material adverse effect on our results of
operations and financial condition or the investment by non-PRC investors in us.

In addition, since we may pursue acquisitions, and may conduct acquisitions involving complex
corporate structures, the PRC tax authorities may, at their discretion, adjust the capital gains or request
that we submit additional documentation for their review in connection with any potential acquisitions,
which may cause us to incur additional acquisition costs or delay our acquisition timetable.

Any failure to comply with PRC regulations regarding our employee equity incentive plans may
subject the participants or us to fines and other legal or administrative sanctions.

After our Company becomes an overseas listed company upon the completion of the Global
Offering, we, along with our Directors, executive officers and other employees who may be granted
options, may be subject to the Notice on Issues Concerning the Foreign Exchange Administration for
Domestic Individuals Participating in Stock Incentive Plan of Overseas Publicly Listed Company (B
Bi A8 N2 BRLEE A1 F i 23 w) JRORE S =l A1 R4S R B B A 48 K1), issued by SAFE in February
2012. According to the foregoing Notice, employees, directors, supervisors and other management
members who are PRC citizens or non-PRC citizens residing in China for a continuous period of no
less than one year participating in any stock incentive plan of an overseas publicly listed company, are
required to register with SAFE through a domestic qualified agent, which could be a PRC subsidiary of
such overseas listed company, and complete certain other procedures. Failure to complete SAFE
registrations may subject them to fines and other legal sanctions and may also limit their ability to
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make payment under the equity incentive plans or receive dividends or sales proceeds related thereto, or
our ability to contribute additional capital into our PRC subsidiaries and our PRC subsidiaries’ ability
to distribute dividends to us. We also face regulatory uncertainties that could restrict our ability to
adopt additional equity incentive plans for our Directors and employees under PRC laws and
regulations.

Our employees working in China will be subject to PRC individual income tax if they exercise
share options. Our PRC subsidiaries have the obligation to file documents relating to the employee
share options with the relevant tax authorities and to withhold individual income tax for those
employees. If our employees fail to pay or we fail to withhold income tax according to the relevant
laws and regulations, we may face sanctions imposed by the relevant tax authorities.

You may be subject to PRC income tax on dividends from us or on any gain realized on the
transfer of our Shares.

Under the EIT Law and its implementation rules, subject to any applicable tax treaty or similar
arrangement between the PRC and your jurisdiction of residence that provides for a different income
tax arrangement, PRC withholding tax at the rate of 10% is normally applicable to dividends from PRC
sources payable to investors that are non-PRC resident enterprises, which do not have an establishment
or place of business in China, or which have such establishment or place of business if the relevant
income is not effectively connected with the establishment or place of business. Any gain realized on
the transfer of shares by such investors is subject to 10% PRC income tax if such gain is regarded as
income derived from sources within China unless a treaty or similar arrangement otherwise provides.
Under the PRC Individual Income Tax Law (*#E A RILFIE(H A 5 Fii%) and its implementation
rules, dividends from sources within China paid to foreign individual investors who are not PRC
residents are generally subject to a PRC withholding tax at a rate of 20% and gains from PRC sources
realized by such investors on the transfer of shares are generally subject to 20% PRC income tax, in
each case, subject to any reduction or exemption set forth in applicable tax treaties and PRC laws.

As described in the preceding risk factor, there is a risk that we will be treated by the PRC tax
authorities as a PRC tax resident enterprise. In that case, any dividends we pay to our Shareholders may
be regarded as income derived from sources within China and we may be required to withhold a 10%
PRC withholding tax for the dividends we pay to our investors who are non-PRC corporate
Shareholders, or a 20% withholding tax for the dividends we pay to our investors who are non-PRC
individual Shareholders, including the holders of our Shares. In addition, our non-PRC Shareholders
may be subject to PRC tax on gains realized on the sale or other disposition of our Shares, if such
income is treated as sourced from within China. It is unclear whether our non-PRC Shareholders would
be able to claim the benefits of any tax treaties between their tax residence and China if we are
considered as a PRC resident enterprise. If PRC income tax is imposed on gains realized through the
transfer of our Shares or on dividends paid to our non-resident investors, the value of your investment
in our Shares may be materially and adversely affected. Furthermore, our Shareholders whose
jurisdictions of residence have tax treaties or arrangements with China may not qualify for benefits
under such tax treaties or arrangements.

You may experience difficulties in effecting service of legal process and enforcing judgments
against us and our management.

We are incorporated in the Cayman Islands. Almost all of our assets and some of the assets of our
Directors are located in China. Therefore, it may not be possible for investors to effect service of
process upon us or those persons inside China. China has not entered into treaties or arrangements
providing for the recognition and enforcement of judgments made by courts of most other jurisdictions.
On July 14, 2006, the PRC Supreme Court and the Hong Kong government signed the Arrangement on
Reciprocal Recognition and Enforcement of Judgments in Civil and Commercial Matters by the Courts
of the Mainland and of the Hong Kong Special Administrative Region Pursuant to Choice of Court
Agreements between Parties Concerned (3¢ A B B B 7 T b B 5 4 1l 17 BB 12k g AH 6. 580 n]
1778 =35 N ol B T 0 BT 2RI P 22 BE). Under such arrangement, where any designated people’s
court of the PRC or any designated Hong Kong court has made an enforceable final judgment requiring
payment of money in a civil and commercial case pursuant to a choice of court agreement in writing by
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the parties, any party concerned may apply to the relevant people’s court of the PRC or Hong Kong
court for recognition and enforcement of the judgment. The arrangement came into effect on August 1,
2008, but the outcome and enforceability of any action brought under the arrangement is still uncertain.
In addition, China is not a party to any treaties providing for the reciprocal recognition and
enforcement of judgments of courts with the United States, the United Kingdom, most other Western
countries or Japan, and therefore enforcement in China of judgments of a court in any of these
jurisdictions may be difficult or impossible.

On January 18, 2019, the Supreme People’s Court of the PRC and the government of the Hong
Kong entered into the Arrangement on Reciprocal Recognition and Enforcement of Judgments in Civil
and Commercial Matters by the Courts of the Mainland and of the Hong Kong Special Administrative
Region ([ A /A1 b B A kA5 ol A7 B 05 B AH L R8 T ANUAT R R AP Z2F) (the 2019
Arrangement”). The 2019 Arrangement sets forth the scope, applicable rulings, procedures and manners
to apply for recognition and enforcement, examination on jurisdiction of the original court, conditions
to refuse recognize and enforce, and remedies of Reciprocal Recognition and Enforcement of
Judgments in Civil and Commercial Matters. Following the promulgation of a judicial interpretation by
the Supreme People’s Court and the completion of the relevant procedures in Hong Kong, both sides
shall announce a date on which the 2019 Arrangement shall become effective. Although the 2019
Arrangement has been signed, it remains unclear when it will come into effect and the outcome and
effectiveness of any action brought under the 2019 Arrangement may still be uncertain.

Inflation in China could negatively affect our profitability and growth.

Economic growth in China has, in the past, been accompanied by periods of high inflation, and
the PRC government has implemented various policies from time to time to control inflation, including
imposing various corrective measures designed to restrict the availability of credit or regulate growth.
High inflation in the future may cause the PRC government to once again impose controls on credit
and/or price of commodities, or to take other actions, which could inhibit economic activities in China.
Any action on the part of the PRC government that seeks to control credit and/or price of commodities
may adversely affect our business operations, causing negative impact on our profitability and growth.

RISKS RELATING TO THE GLOBAL OFFERING

There has been no prior public market for our Shares, and the liquidity and market price of our
Shares following the Global Offering may be volatile.

Prior to the Global Offering, there has been no public market for our Shares. The Offer Price for
our Shares was the result of negotiations among us and the Joint Overall Coordinators on behalf of the
Underwriters, and the Offer Price may differ significantly from the market price for the Shares
following the Global Offering. We have applied to list and deal in the Shares on the Stock Exchange.
Our Shares held by our existing Shareholders are subject to certain lock-up restrictions for periods
commencing on the date of this prospectus, and only approximately 0.95% of our issued Shares upon
Listing (assuming no exercise of the Over-allotment Option and without taking into account any Shares
to be issued pursuant to the Pre-IPO Share Option Scheme) will not be subject to any lock-up
arrangements, which may significantly affect the liquidity and trading volume of our Shares in the short
term following the Global Offering. As such, we cannot assure you that the Global Offering will result
in the development of an active, liquid public trading market for the Shares. In addition, the price and
trading volumes of the Shares may be volatile. The following factors may affect the trading volume and
market price of our Shares:

. actual or anticipated fluctuations in our operating performance and financial results;

. announcement of competitive developments, acquisitions or strategic alliances in our
industry;

. changes in earnings estimate or recommendations by financial analysts;

. potential litigation or regulatory investigations;

~-79 —



RISK FACTORS

. general market conditions or other developments affecting us or our industry;

. the operating and stock price performance of other companies, other industries and other
events or factors beyond our control; and

. the release of lock-up or other transfer restrictions on our outstanding Share or sales or
perceived sales of additional Shares by us or other Shareholders.

Moreover, the capital market has from time to time experienced significant price and volume
fluctuations that were unrelated or not directly related to the operating performance of the underlying
companies. Such fluctuations, whether caused by market, industry or political factors, may have a
material and adverse effect on the market price and trading volume of our Shares.

Since there will be a gap of several days between pricing and trading of our Shares, holders of our
Shares are subject to the risk that the price of our Shares could fall during the period before
trading of our Shares begins.

The Offer Price of our Shares is expected to be determined on the Price Determination Date.
However, our Shares will not commence trading on the Stock Exchange until they are delivered, which
is expected to be five business days after the Price Determination Date. Accordingly, holders of our
Shares are subject to the risk that the price of our Shares could fall before trading begins as a result of
adverse market conditions or other adverse development which could occur between the time of sale
and the time trading begins.

Investors will experience immediate dilution and may experience further dilution in the future.

The Offer Price of the Shares is higher than the net tangible book value per Share immediately
prior to the Global Offering. Therefore, purchases of the Shares in the Global Offering will experience
an immediate dilution in pro forma net tangible book value, and our existing Shareholders will receive
an increase in the pro forma adjusted consolidated net tangible asset value per Share of their Shares. In
addition, holders of our Shares may experience further dilution of their interests if the Over-allotment
Option is exercised or if we obtain additional capital in the future through equity offerings.

We have significant discretion as to how we will use the net proceeds of the Global Offering, and
you may not necessarily agree with how we use them.

Our management may spend the net proceeds from the Global Offering in ways you may not agree
with or that do not yield a favorable return. For details of our intended use of proceeds, see “Future
Plans and Use of Proceeds.” However, our management will have discretion as to the actual application
of our net proceeds. You are entrusting your funds to our management, upon whose judgment you must
depend, for the specific use we will make of the net proceeds from this Global Offering.

Any future sales, or perceived sale, of a substantial amount of our Shares in the public market
could have a material adverse effect on the prevailing market price of our Shares and our ability
to raise capital in the future.

Future sales of a substantial amount of our Shares by our existing Shareholders, or the possibility
of such sales, could negatively impact the market price of our Shares from time to time. See
“Underwriting — Underwriting Arrangements and Expenses” for a more detailed discussion of
restrictions that may apply to future sales of our Shares. After these restrictions lapse, the market price
of our Shares may decline as a result of future sales of a substantial amount of our Shares or other
securities relating to our Shares in the public market, the issuance of new Shares or other securities
relating to our Shares, or the perceptions that such sales or issuances may occur. This could negatively
affect the market price of our Shares and our ability to raise equity capital in the future.
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We may not be able to pay any dividends on our Shares.

We cannot guarantee when and in what form dividends will be paid on our Shares following the
Global Offering. The declaration of dividends is proposed by the Board and is based on, and limited by,
various factors, including without limitation, our business and financial performance, capital and
regulatory requirements, and general business conditions. We may not have sufficient or any profits to
enable us to make dividend distributions to our Shareholders in the future, even if our financial
statements indicate that our operations have been profitable. For details, see “Financial Information —
Dividend.”

If securities or industry analysts do not publish research reports about our business, or if they
adversely change their recommendations regarding our Shares, the market price and trading
volume of our Shares may decline.

The trading market of our Shares may be influenced by research reports that industry or securities
analysts publish about us or our business. If one or more analysts who cover us downgrade our Shares
or publish negative opinions about us, the market price of our Shares would likely decline regardless of
the accuracy of the information. If one or more of these analysts cease coverage of us or fail to
regularly publish reports on us, we could lose visibility in the financial markets, which, in turn, could
cause the market price or trading volume of our Shares to decline.

Forward-looking statements contained in this prospectus are subject to risks and uncertainties.

This prospectus contains forward-looking statements with respect to our business strategies,
operating efficiencies, competitive positions, and growth opportunities for existing operations, plans
and objectives of management, certain pro forma information and other matters. The words “anticipate,”
“believe,” “could,” “potential,” “continue,” “expect,” “intend,” “may,” “plan,” “seek,” “will,” “would,”
“should” and the negative of these terms and other similar expressions identify a number of these
forward-looking statements. These forward-looking statements, including, among others, those relating
to our future business prospects, capital expenditure, cash flows, working capital, liquidity and capital
resources are necessary estimates reflecting the best judgment of our Directors and management and
involve a number of risks and uncertainties that could cause actual results to differ materially from
those suggested by the forward-looking statements. As a consequence, these forward-looking statements
should be considered in light of various important factors, including those set out in “Risk Factors” in
this prospectus. Accordingly, such statements are not a guarantee of future performance and you should
not place undue reliance on any forward-looking information. All forward-looking statements in this
prospectus are qualified by reference to this cautionary statement.

9% 9 9%

There can be no assurance of the accuracy or completeness of certain facts, forecasts and other
statistics obtained from official government publications, market data providers and other
independent third-party sources, including the industry expert reports, contained in this
prospectus.

Certain facts, forecasts and other statistics in this prospectus relating to various countries and
regions and the career test preparation industry are derived from various official government
publications, market data providers and other independent third-party sources, including the F&S
Report, which we generally believe to be reliable. However, we cannot guarantee the quality or
reliability of such source materials. They have not been prepared, and information and statistics from
official government sources have not been independently verified, by us, the Joint Sponsors, Joint
Overall Coordinators, Joint Global Coordinators, Joint Bookrunners, Joint Lead Managers, the
Underwriters or any of their respective affiliates or advisers and, therefore, we make no representation
as to the accuracy of such facts and statistics, which may not be consistent with other information
compiled within or outside China.

We have, however, taken reasonable care in the reproduction or extraction of the official
government publications and reports of other market data providers and other independent third-party
sources for the purpose of disclosure in this prospectus. Due to possibly flawed or ineffective collection
methods or discrepancies between published information and market practice, these facts and statistics
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in this prospectus may be inaccurate or may not be comparable to facts and statistics produced with
respect to other economies. Further, we cannot assure you that they are stated or compiled on the same
basis or with the same degree of accuracy as the case may be in other jurisdictions. In all cases,
investors should giver consideration as to how much weight or importance they should attach to or
place on such facts and statistics.

Our Company was incorporated under the laws of the Cayman Islands and these could provide
different protections to minority Shareholders than the laws of Hong Kong.

Our corporate affairs are governed by our Memorandum and Articles, and by the Cayman
Companies Act and the common law of the Cayman Islands. The laws of the Cayman Islands relating to
the protection of the interests of minority Shareholders could differ from those established under
statutes or judicial precedent in Hong Kong or other jurisdictions with which minority Shareholders are
more familiar. The rights of Shareholders to take legal action against our Company and/or our
Directors, actions by minority Shareholders and the fiduciary duties of our Directors to our Company
under Cayman Islands laws are to a large extent governed by the common law of the Cayman Islands.
The common law of the Cayman Islands is derived in part from comparatively limited judicial
precedent in the Cayman Islands as well as from English common law, which has persuasive, but not
binding, authority on a court in the Cayman Islands. Shareholders may have different remedies in
exercising their rights in the face of actions taken by the management of our Company, Directors or
major Shareholders than they would as shareholders of a Hong Kong company or company incorporated
in other jurisdictions. Such differences could mean that minority Shareholders could have different
protections than they would have under the laws of Hong Kong or other jurisdictions with which
minority Shareholders are more familiar.

You should read the entire prospectus carefully and should not rely on any information contained
in press articles or other media regarding us and the Global Offering.

We caution you not to rely on any information contained in press articles or other media regarding
us and the Global Offering. Prior to the publication of this prospectus, there had been press and media
coverage regarding us and the Global Offering. Such press and media coverage may include references
to certain information that does not appear in this prospectus, including certain operating and financial
information and projections, valuations and other information. We have not authorized the disclosure of
any such information in the press or media and do not accept any responsibility for any such press or
media coverage or the accuracy or completeness of any such information or publication. We make no
representation as to the appropriateness, accuracy, completeness or reliability of any such information
or publication. To the extent that any such information is inconsistent or conflicts with the information
contained in this prospectus, we disclaim responsibility for it and you should not rely on such
information.
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WAIVERS FROM STRICT COMPLIANCE WITH THE LISTING RULES AND
EXEMPTIONS FROM STRICT COMPLIANCE WITH THE COMPANIES
(WINDING UP AND MISCELLANEOUS PROVISIONS) ORDINANCE

In preparation for the Global Offering, we have sought the following waivers and exemptions
from strict compliance with the relevant provisions of the Listing Rules and the Companies (Winding
Up and Miscellaneous Provisions) Ordinance.

WAIVER IN RESPECT OF MANAGEMENT PRESENCE

Rule 8.12 of the Listing Rules requires that a new applicant must have a sufficient management
presence in Hong Kong. This normally means that at least two of its executive directors must be
ordinarily resident in Hong Kong. The business operations of the Group are located in China. Due to
the business requirements of the Group, none of the executive Directors has been, is or will be based in
Hong Kong. Our Company considers that it would be impracticable and commercially infeasible to
appoint two Hong Kong residents as executive Directors or to relocate the existing executive Directors
to Hong Kong considering that the operations of our Group are based outside of Hong Kong.
Accordingly, we have applied to the Stock Exchange for, and the Stock Exchange has granted, a waiver
from strict compliance with the requirement of Rule 8.12 of the Listing Rules. In order to maintain
effective communication with the Stock Exchange, we will adopt, among others, the following
measures:

(a) Our Company has appointed two authorized representatives pursuant to Rule 3.05 of the
Listing Rules who will act as our principal communication channel with the Stock Exchange
and will ensure that we comply with the Listing Rules at all times. These two authorized
representatives appointed are Mr. WEI Liang, an executive Director, president and the chief
technology officer of our Company and Ms. WANG Tao, a joint company secretary of our
Company and the financial director of Fenbi Bluesky. Each of the authorized representatives
will be available to meet with the Stock Exchange within a reasonable time frame upon the
request of the Stock Exchange and will be readily contactable by telephone, facsimile and
e-mail. Each of the two authorized representatives has been duly authorized to communicate
on our Company’s behalf with the Stock Exchange. The Company will inform the Stock
Exchange promptly in respect of any change in its authorized representatives;

(b) Both authorized representatives have means to contact all Directors (including the
independent non-executive Directors) promptly at all times as and when the Stock Exchange
wishes to contact our Directors for any matters. Our Company will implement a policy
whereby (1) the executive Directors will provide valid phone numbers or other means of
communication to the authorized representatives when they are traveling or out of office;
and (2) each Director will provide his mobile phone number, office phone number, e-mail
address and, where available, fax number to the Stock Exchange and will inform the Stock
Exchange promptly if there are any changes to the contact details of the Directors;

(c) All our Directors who are not ordinarily resident in Hong Kong have confirmed that they
possess or can apply for valid travel documents to visit Hong Kong and will be able to meet
with relevant members of the Stock Exchange in Hong Kong upon reasonable notice, when
required; and

(d) Our Company has appointed Maxa Capital Limited as our compliance advisor pursuant to
Rule 3A.19 of the Listing Rules, who will act as our additional communication channel with
the Stock Exchange and will be available to respond to enquiries from the Stock Exchange.

WAIVER IN RESPECT OF JOINT COMPANY SECRETARIES

Pursuant to Rules 3.28 and 8.17 of the Listing Rules, the company secretary must be an individual
who, by virtue of his/her academic or professional qualifications or relevant experience, is, in the
opinion of the Stock Exchange, capable of discharging the functions of the company secretary. The
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Stock Exchange considers the following academic or professional qualifications to be acceptable: (1) a
member of The Hong Kong Institute of Chartered Secretaries; (2) a solicitor or barrister (as defined in
the Legal Practitioners Ordinance); and (3) a certified public accountant (as defined in the Professional
Accountants Ordinance).

In assessing “relevant experience,” the Stock Exchange will consider the individual’s: (1) length
of employment with the issuer and other listed companies and the roles he/she played, (2) familiarity
with the Listing Rules and other relevant law and regulations including SFO, Companies Ordinance,
Companies (Winding Up and Miscellaneous Provisions) Ordinance and the Takeovers Code, (3) relevant
training taken and/or to be taken in addition to the minimum requirement of taking not less than fifteen
hours of relevant professional training in each financial year under Rule 3.29 of the Listing Rules, and
(4) professional qualifications in other jurisdictions.

We have appointed Ms. WANG Tao and Mr. LEE Chung Shing as our joint company secretaries.
Biographical information of Ms. Wang and Mr. Lee is set out in “Directors and Senior Management” in
this prospectus. Ms. Wang is currently the financial director of Fenbi Bluesky. We have appointed her
due to her past management experience within our Group and her thorough understanding of our
internal administration, business operations and corporate culture. Since Ms. Wang does not possess a
qualification stipulated in Rule 3.28 of the Listing Rules, she is not able to solely fulfill the
requirements as a company secretary of a listed issuer stipulated under Rules 3.28 and 8.17 of the
Listing Rules. Accordingly, we have applied to the Stock Exchange for, and the Stock Exchange has
granted, a waiver from strict compliance with the requirements under Rules 3.28 and 8.17 of the Listing
Rules in relation to the appointment of Ms. Wang as our joint company secretary.

Although Ms. Wang does not possess the specified qualification required by Rule 3.28 of the
Listing Rules, the Directors believe that considering Ms. Wang’s past experience in financial
management and corporate governance matters of our Group, she is capable of discharging the
functions of a joint company secretary with the assistance of Mr. Lee, the other joint company secretary
of our Company who fully complies with the requirements under Rule 3.28 and 8.17 of the Listing
Rules. In addition, the principal business activities of the Group are conducted in China. Ms. Wang,
who resides in China, is familiar with and has a thorough understanding of the operations of our
internal business and finance. Therefore, we believe that the appointment of Ms. Wang as a joint
company secretary is in our Company’s and the Shareholders’ best interests and beneficial to our
corporate governance.

Given the important role of the company secretary in the corporate governance of a listed issuer,
particularly in assisting with the listed issuer as well as its directors in complying with the Listing
Rules and other relevant laws and regulations, we have made the following arrangements for the
waiver:

(1) Ms. Wang will endeavor to attend relevant training courses, including briefing on the latest
changes to the applicable Hong Kong laws and regulations as well as the Listing Rules
organized by our legal advisor as to the laws of Hong Kong on an invitation basis, and
seminars organized by the Stock Exchange or other professional bodies from time to time, in
addition to the 15-hour minimum requirement under Rule 3.29 of the Listing Rules;

(2) We have appointed Mr. Lee, an associate member of the Hong Kong Institute of Certified
Public Accountant and a fellow member of the Association of Chartered Certified
Accountants, who fully complies with the requirements under Rules 3.28 and 8.17 of the
Listing Rules to act as the other joint company secretary. Mr. Lee will work closely with and
to provide assistance to Ms. Wang in the discharge of her duties as a company secretary for
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an initial period of three years commencing from the Listing Date so as to enable Ms. Wang
to acquire the relevant experience (as required under Rule 3.28(2) of the Listing Rules) to
discharge the duties and responsibilities as a company secretary; and

(3) Ms. Wang will also be assisted by the Company’s compliance advisor and legal advisor as to
the laws of Hong Kong on matters in relation to the Company’s continuing compliance
obligations under the Listing Rules and the applicable laws and regulations.

Such waiver will be revoked immediately if and when Mr. Lee ceases to provide such assistance
or if there are material breaches of the Listing Rules by us. We will liaise with the Stock Exchange
before the end of the three-year period to enable it to assess whether Ms. Wang, having had the benefit
of Mr. Lee’s assistance for three years, will have acquired relevant experience within the meaning of
Rule 3.28 of the Listing Rules so that a further waiver will not be necessary.

See “Directors and Senior Management” in this prospectus for further information of Ms. Wang
and Mr. Lee.

WAIVER IN RESPECT OF CONTINUING CONNECTED TRANSACTIONS

We have entered into, and expect to continue, certain transactions that will constitute continuing
connected transactions of our Company under Chapter 14A of the Listing Rules after the Listing. We
have applied to the Stock Exchange for, and the Stock Exchange has granted, a waiver from strict
compliance with (where applicable) (i) the announcement and independent shareholders’ approval
requirements, (ii) the annual cap requirement, and (iii) the requirement of limiting the term of the
continuing connected transactions set out in Chapter 14A of the Listing Rules for such continuing
connected transactions. See “Connected Transactions” in this prospectus for further information of such
continuing connected transaction and corresponding waiver.

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

The Listing Rules and the Companies (Winding Up and Miscellaneous Provisions) Ordinance
prescribe certain disclosure requirements in relation to the share options granted by the Company:

(a) Rule 17.02(1)(b) of the Listing Rules stipulates that all the terms of a scheme must be
clearly set out in this prospectus. The Company is also required to disclose in this document
full details of all outstanding options and their potential dilution effect on the shareholdings
upon listing as well as the impact on the earnings per share arising from the exercise of such
outstanding options.

(b) Paragraph 27 of Part A of Appendix 1 to the Listing Rules requires the Company to set out
in this prospectus particulars of any capital of any member of the Group that is under option,
or agreed conditionally or unconditionally to be put under option, including the
consideration for which the option was or will be granted and the price and duration of the
option, and the name and address of the grantee.

(c) Paragraph 10 of Part I of the Third Schedule to the Companies (Winding Up and
Miscellaneous Provisions) Ordinance requires the Company to set out in this prospectus,
among other things, details of the number, description and amount of any shares in or
debentures of the Company which any person has, or is entitled to be given, an option to
subscribe for, together with the certain particulars of the option, namely the period during
which it is exercisable, the price to be paid for shares and debentures subscribed for under it,
the consideration (if any) given or to be given for it or for the right to it and the names and
addresses of the persons to whom it was given.
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As of the Latest Practicable Date, our Company had granted options under the Pre-IPO Share
Option Scheme to 1,091 grantees, including Directors and senior management of the Company and
other employees of our Group, to subscribe for an aggregate of 218,537,500 Shares (after the Share
Subdivision). The Shares underlying the granted options represent 10.42% of the total number of Shares
in issue immediately after completion of the Global Offering (assuming the Over-allotment Option is
not exercised and no Shares are issued under the Pre-IPO Share Option Scheme). For further details of
our Pre-IPO Share Option Scheme, see “Appendix IV — Statutory and General Information — D.
Pre-IPO Share Option Scheme.”

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

(a) given that 1,091 grantees are involved, strict compliance with such disclosure requirements
in setting out full details of all the grantees under the Pre-IPO Share Option Scheme in the
prospectus would be costly and unduly burdensome for the Company in light of a significant
increase in cost and timing for information compilation and prospectus preparation;

(b) as of the Latest Practicable Date, the grantees under the Pre-IPO Share Option Scheme
consist of four management grantees who are Directors and members of the senior
management of the Group, and the remaining 1,087 grantees who are current and former
employees of the Group and are not connected persons of the Company, and, as such, strict
compliance with the requirements to disclose names, addresses, and entitlements on an
individual basis will require substantial number of pages of additional disclosure;

(c) the disclosure of the personal details of each grantee, including the number of options
granted, may require obtaining consent from all the grantees in order to comply with
personal data privacy laws and principles and it would be unduly burdensome for the
Company to obtain such consents given the number of grantees;

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

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

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

In light of the above, our Directors are of the view that the grant of the waiver and exemption
sought under this application will not prejudice the interests of the investing public.
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The Stock Exchange has granted to our Company a waiver from strict compliance with the
disclosure requirements under Rule 17.02(1)(b) of the Listing Rules and paragraph 27 of Part A of
Appendix 1 to the Listing Rules with respect to the options granted under the Pre-IPO Share Option
Scheme on the condition that:

(a)

(b)

(©

(d)

(e)

()

(2)
(h)
(i)

full details of the options granted under the Pre-IPO Share Option Scheme to (1) each of the
Directors, senior management and connected persons of our Company; and (2) other grantees
who have been granted options to subscribe for 5,000,000 Shares or more will be disclosed
in “Appendix IV — Statutory and General Information — D. Pre-IPO Share Option Scheme”
as required under Rule 17.02(1)(b) of, and paragraph 27 of Part A of Appendix 1 to, the
Listing Rules, and paragraph 10 of Part I of the Third Schedule to the Companies (Winding
Up and Miscellaneous Provisions) Ordinance;

in respect of the options granted under the Pre-IPO Share Option Scheme to other grantees
(other than those set out in (a) above), disclosure will be made on an aggregate basis,
categorized into lots based on the number of Shares underlying each individual grant, being:
(1) 1 to 49,999 Shares; (2) 50,000 to 199,999 Shares; (3) 200,000 Shares to 999,999 Shares;
and (4) 1,000,000 Shares to 4,999,999 Shares. For each lot of Shares, the following
disclosures will be made on an aggregated basis: (1) the aggregate number of grantees and
number of Shares underlying the options under the Pre-IPO Share Option Scheme; (2) the
dates of grant of the options under the Pre-IPO Share Option Scheme; (3) the consideration
for the grant of options (if any) under the Pre-IPO Share Option Scheme and (4) the exercise
period and exercise price of the options granted under the Pre-IPO Share Option Scheme;

the aggregate number of Shares underlying the options granted under the Pre-IPO Share
Option Scheme, and the percentage to the Company’s total issued share capital represented
by such number of Shares underlying the options granted pursuant to the Pre-IPO Share
Option Scheme will be disclosed in this prospectus;

the potential dilution effect and impact on earnings per Share upon the full exercise of the
options under the Pre-IPO Share Option Scheme will be disclosed in “Appendix IV —
Statutory and General Information — D. Pre-IPO Share Option Scheme”;

a summary of the major terms of the Pre-IPO Share Option Scheme will be disclosed in
“Appendix IV — Statutory and General Information — D. Pre-IPO Share Option Scheme”;

a full list of all the grantees (including the persons referred to in point (a) above) who have
been granted options to subscribe for Shares under the Pre-IPO Share Option Scheme,
containing all the particulars as required under Rule 17.02(1)(b) of and paragraph 27 of
Appendix 1A to the Listing Rules and paragraph 10 of Part I of the Third Schedule to the
Companies (Winding Up and Miscellaneous Provisions) Ordinance, will be made available
for public inspection in accordance with the subsection headed “3. Document Available for
Inspection” under the section headed “Documents Delivered to the Registrar of Companies
and Available on Display” in Appendix V to this prospectus;

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

this prospectus will be issued on or before December 23, 2022; and

the grant of certificate of exemption under the Companies (Winding Up and Miscellaneous
Provisions) Ordinance from the SFC exempting the Company from the disclosure

requirements provided in paragraph 10(d) of Part I of the Third Schedule to the Companies
(Winding Up and Miscellaneous Provisions) Ordinance.
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The SFC has agreed to grant to our Company the certificate of exemption under section 342A of
the Companies (Winding Up and Miscellaneous Provisions) Ordinance with respect to the options
granted under the Pre-IPO Share Option Scheme on condition that:

(@)

(b)

(c)

(d)
(e)

full details of the options under the Pre-IPO Share Option Scheme granted to (1) each of the
Directors, the senior management and connected persons of our Company; and (2) other
grantees who have been granted options to subscribe for 5,000,000 Shares or more will be
disclosed in “Appendix IV — Statutory and General Information — D. Pre-IPO Share
Option Scheme” as required under paragraph 10 of Part I of the Third Schedule to the
Companies (Winding Up and Miscellaneous Provisions) Ordinance;

in respect of the options granted under the Pre-IPO Share Option Scheme to other grantees
(other than those set out in (a) above), disclosure will be made on an aggregate basis,
categorized into lots based on the number of Shares underlying each individual grant, being:
(1) 1 to 49,999 Shares; (2) 50,000 to 199,999 Shares; (3) 200,000 Shares to 999,999 Shares;
and (4) 1,000,000 Shares to 4,999,999 Shares. For each lot of Shares, the following
disclosures will be made on an aggregated basis: (1) the aggregate number of grantees and
number of Shares underlying the options under the Pre-IPO Share Option Scheme; (2) the
dates of grant of the options under the Pre-IPO Share Option Scheme; (3) the consideration
for the grant of options (if any) under the Pre-IPO Share Option Scheme and (4) the exercise
period and exercise price of the options granted under the Pre-IPO Share Option Scheme;

a full list of all the grantees (including the persons referred to in point (a) above) who have
been granted options to subscribe for Shares under the Pre-IPO Share Option Scheme,
containing all the particulars as required under paragraph 10 of Part I of the Third Schedule
to the Companies (Winding Up and Miscellaneous Provisions) Ordinance, will be made
available for public inspection in accordance with the subsection headed “3. Document
Available for Inspection” under the section headed “Documents Delivered to the Registrar of
Companies and Available on Display” in Appendix V to this prospectus;

the particulars of the exemption will be disclosed in this prospectus; and

this prospectus will be issued on or before December 23, 2022.

Further details of the Pre-IPO Share Option Scheme are set forth in “Appendix IV — Statutory
and General Information — D. Pre-IPO Share Option Scheme.”
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DIRECTORS’ RESPONSIBILITY STATEMENT

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

UNDERTAKING AND INFORMATION ON THE GLOBAL OFFERING

This prospectus is published solely in connection with the Hong Kong Public Offering, which
forms part of the Global Offering. For applicants under the Hong Kong Public Offering, this prospectus
and the Application Forms set out the terms and conditions of the Hong Kong Public Offering.

The Hong Kong Offer Shares are offered solely on the basis of the information contained in this
prospectus and the Application Forms and on the terms and subject to conditions set out herein and
wherein. We have not authorized anyone to provide you 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 us, Joint Overall Coordinators, the Joint Global
Coordinators, the Joint Bookrunners, the Joint Lead Managers, the Joint Sponsors, any of the
Underwriters, any of our or their respective directors, officers or representatives or any other person
involved in the Global Offering.

Neither the delivery of this prospectus nor any offering, sale or delivery made in connection with
the Shares should, under any circumstances, constitute a representation that there has been no change or
development reasonably likely to involve a change in our affairs since the date of this prospectus or
imply that the information contained in this prospectus is correct as of any date subsequent to the date
of this prospectus.

Details of the structure of the Global Offering, including its conditions, are set out in “Structure
of the Global Offering” in this prospectus, and the procedures for applying for Hong Kong Offer Shares
are set out in “How to Apply for Hong Kong Offer Shares” in this prospectus and the GREEN
Application Form.

The Listing is sponsored by the Joint Sponsors and the Global Offering is managed by the Joint
Overall Coordinators. The Hong Kong Public Offering is fully underwritten by the Hong Kong
Underwriters under the terms of the Hong Kong Underwriting Agreement and is subject to us and the
Joint Overall Coordinators (for themselves and on behalf of the Underwriters) agreeing on the Offer
Price. An International Underwriting Agreement relating to the International Offering is expected to be
entered into on or around Price Determination Date, subject to the Offer Price being agreed.

DETERMINATION OF THE OFFER PRICE

The Offer Shares are being offered at the Offer Price which will be determined by us and the Joint
Overall Coordinators (for themselves and on behalf of the Underwriters) on or around Friday, December
30, 2022 or such other date as agreed between parties, and in any event no later than Friday, January 6,
2023.

If, for any reason, the Offer Price is not agreed among us and the Joint Overall Coordinators (for

themselves and on behalf of the Underwriters) on or before Friday, January 6, 2023, the Global
Offering will not proceed and will lapse.
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STRUCTURE AND CONDITIONS OF THE GLOBAL OFFERING

Details of the structure and conditions of the Global Offering are set out in “Structure of the
Global Offering” in this prospectus.

PROCEDURES FOR APPLICATION FOR HONG KONG OFFER SHARES

The procedures for applying for our Shares are set out in “How to Apply for the Hong Kong Offer
Shares” in this prospectus and in the GREEN Application Form.

OVER-ALLOTMENT OPTION AND STABILIZATION

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

COMMENCEMENT OF DEALING IN THE SHARES

Dealings in the Shares on the Stock Exchange are expected to commence on Monday, January 9,
2023. The Shares will be traded in board lots of 500 Shares each. The stock code of the Shares will be
2469.

RESTRICTIONS ON OFFER AND SALE OF THE OFFER SHARES

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

No action has been taken to permit a public offering of the Offer Shares or the general
distribution of this prospectus and/or the Application Forms in any jurisdiction other than in Hong
Kong. Accordingly, this prospectus may not be used for the purposes of, and does not constitute, an
offer or invitation in any jurisdiction or in any circumstances in which such an offer or invitation is not
authorized or to any person to whom it is unlawful to make such an offer or invitation. The distribution
of this prospectus and the offering of the Offer Shares in other jurisdictions are subject to restrictions
and may not be made except as permitted under the applicable securities laws of such jurisdictions and
pursuant to registration with or authorization by the relevant securities regulatory authorities or an
exemption therefrom.

APPLICATION FOR LISTING ON THE STOCK EXCHANGE

We have applied to the Listing Committee for the listing of, and permission to deal in, the Shares
in issue and to be issued pursuant to the Global Offering (including any Shares which may be issued
pursuant to the exercise of the Over-allotment Option) and the Shares to be issued pursuant to the
Pre-IPO Share Option Scheme.

No part of our Company’s share or loan capital is listed on or dealt in on any other stock
exchange and no such listing or permission to list is being or proposed to be sought on the Stock
Exchange or any other stock exchange as of the date of this prospectus. All the Offer Shares will be
registered on the Hong Kong Share Registrar of our Company in order to enable them to be traded on
the Stock Exchange.

Under section 44B(1) of the Companies (Winding Up and Miscellaneous Provisions) Ordinance,
any allotment made in respect of any application will be invalid if the listing of, and permission to deal
in, the Shares on the Stock Exchange is refused before the expiration of three weeks from the date of
the closing of the application lists, or such longer period (not exceeding six weeks) as may, within the
said three weeks, be notified to our Company by or on behalf of the Stock Exchange.
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SHARES WILL BE ELIGIBLE FOR ADMISSION INTO CCASS

Subject to the granting of the listing of, and permission to deal in, the Shares on the Stock
Exchange and compliance with the stock admission requirements of HKSCC, the Shares will be
accepted as eligible securities by HKSCC for deposit, clearance and settlement in CCASS with effect
from the Listing Date or on any other date as determined by HKSCC. Settlement of transactions
between participants of the Stock Exchange is required to take place in CCASS on the second business
day after any trading day. All activities under CCASS are subject to the General Rules of CCASS and
CCASS Operational Procedures in effect from time to time.

All necessary arrangements have been made for the Shares to be admitted into CCASS. Investors
should seek the advice of their stockbroker or other professional advisor for details of those settlement
arrangements and how such arrangements will affect their rights and interests.

SHARE REGISTRAR AND HONG KONG STAMP DUTY

Our principal register of members will be maintained by its principal share registrar, Walkers
Corporate Limited, in the Cayman Islands, and our Hong Kong register of members will be maintained
by Computershare Hong Kong Investor Services Limited. All Offer Shares will be registered on the
Company’s register of members in Hong Kong.

Dealings in the Shares will be subject to Hong Kong stamp duty. For further details of Hong Kong
stamp duty, please seek professional tax advice.

PROFESSIONAL TAX ADVICE RECOMMENDED

You should consult your professional advisors if you are in any doubt as to the taxation
implications of subscribing for, purchasing, holding or disposing of, or dealing in, the Shares or
exercising any rights attaching to the Shares. We emphasize that none of our Company, Joint Overall
Coordinators, the Joint Global Coordinators, the Joint Bookrunners, the Joint Lead Managers, the Joint
Sponsors, the Underwriters, any of our or their respective directors, officers or representatives or any
other person involved in the Global Offering accepts responsibility for any tax effects or liabilities
resulting from your subscription, purchase, holding or disposing of, or dealing in, the Shares or your
exercise of any rights attaching to the Shares.

EXCHANGE RATE CONVERSION

Solely for convenience purposes, this prospectus includes translations among certain amounts
denominated in Renminbi, Hong Kong dollars and U.S. dollars. Unless otherwise indicated, (1) the
translations between Renminbi and Hong Kong dollars were made at the rate of RMBO0.8973 to
HK$1.00, and (2) the translations between Renminbi and U.S. dollars were made at the rate of
RMB6.9791 to US$1.00, both being the exchange rates prevailing on December 16, 2022 published by
the PBOC for foreign exchange transactions.

No representation is made that any amounts in Renminbi, Hong Kong dollars and U.S. dollars
were or could have been or could be converted into each other at such rates or any other exchange rates
on such date or any other date.

ROUNDING

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

If there is any inconsistency between this prospectus and the Chinese translation of this
prospectus, this prospectus shall prevail unless otherwise stated. However, the translated English names
of the PRC and foreign national, entities, departments, facilities, certificates, titles, laws, regulations
(including certain of our subsidiaries) and the like included in this prospectus and for which no official
English translation exists are unofficial translations for your reference only. If there is any
inconsistency, the names in their original languages shall prevail.
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DIRECTORS AND PARTIES INVOLVED IN THE GLOBAL OFFERING

DIRECTORS
Name Address Nationality
Executive Directors
Mr. ZHANG Xiaolong No. 1, Building 17 Chinese
(5R/INFE) Long Hu Yan Lan Shan, Hou Sha Yu
Shunyi District
Beijing, PRC
Mr. WEI Liang No. 604, Building 2, Kouzhong Beili Chinese
B8 Xicheng District
Beijing, PRC
Non-executive Directors
Mr. LI Yong Room 1502, No. 23-01-05, Huangsi Street Chinese
(ZFH) Xicheng District
Beijing, PRC
Mr. LI Xin No. 501, Dongfeng Middle Road Chinese
(F#) Yuexiu District, Guangzhou City
Guangdong Province, PRC
Mr. LI Zhaohui No. 1710, Block 2, 2 Anhui Dongli Chinese
(ZF ) Chaoyang District
Beijing, PRC
Independent Non-executive Directors
Mr. QIU Dongxiao Larry Unit C, 65/F, The Hermitage Tower 8 Canadian
(FL AR No. 1 Hoi Wang Road
Kowloon, Hong Kong
Mr. YUEN Kai Yiu Kelvin F6, Tower 26, Parc Oasis Chinese

(R zE)

Ms. YUAN Jia
(= AE)

Kowloon Tong
Hong Kong

Room 402, Unit 1, Building 15
Yongfeng Jiayuan District 3
Haidian District

Beijing, PRC

(Hong Kong)

Chinese

For further information regarding our Directors, see “Directors and Senior Management.”
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PARTIES INVOLVED IN THE GLOBAL OFFERING

Joint Sponsors, Joint Overall Citigroup Global Markets Asia Limited
Coordinators and Joint 50/F, Champion Tower
Sponsor-Overall Coordinators 3 Garden Road
(in no particular order) Central
Hong Kong

China International Capital Corporation
Hong Kong Securities Limited

29th Floor, One International Finance Centre
1 Harbour View Street

Central, Hong Kong

Merrill Lynch (Asia Pacific) Limited
55/F, Cheung Kong Center

2 Queen’s Road Central

Central, Hong Kong

Joint Global Coordinators Citigroup Global Markets Asia Limited
(in no particular order) 50/F, Champion Tower
3 Garden Road
Central
Hong Kong

China International Capital Corporation
Hong Kong Securities Limited

29th Floor, One International Finance Centre
1 Harbour View Street

Central, Hong Kong

Merrill Lynch (Asia Pacific) Limited
55/F, Cheung Kong Center

2 Queen’s Road Central

Central, Hong Kong

Haitong International Securities Company Limited
22/F, Li Po Chun Chambers

189 Des Voeux Road Central

Hong Kong
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Joint Bookrunners and
Joint Lead Managers
(in no particular order)

Citigroup Global Markets Asia Limited

(in relation to the Hong Kong Public Offering only)
50/F, Champion Tower

3 Garden Road

Central

Hong Kong

Citigroup Global Markets Limited

(in relation to the International Offering only)
Citigroup Centre, Canada Square

Canary Wharf

London E14 5LB

United Kingdom

China International Capital Corporation
Hong Kong Securities Limited

29th Floor, One International Finance Centre
1 Harbour View Street

Central, Hong Kong

Merrill Lynch (Asia Pacific) Limited
55/F, Cheung Kong Center

2 Queen’s Road Central

Central, Hong Kong

Haitong International Securities Company Limited
22/F, Li Po Chun Chambers

189 Des Voeux Road Central

Hong Kong

BOCOM International Securities Limited
9/F, Man Yee Building

68 Des Voeux Road Central

Hong Kong

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

Central

Hong Kong

CMB International Capital Limited
45th Floor, Champion Tower

3 Garden Road

Central

Hong Kong

CRIC Securities Company Limited
8/F, Prosperity Tower

39 Queen’s Road Central

Central

Hong Kong

CSFG International Securities Limited
Rm.701, 7/F Southland Building

48 Connaught Road Central

Hong Kong
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Futu Securities International (Hong Kong) Limited
Unit C1-2 13/F United Centre

No. 95 Queensway

Admiralty

Hong Kong

ICBC International Capital Limited
(in its capacity as Joint Bookrunner)
37/F ICBC Tower

3 Garden Road

Hong Kong

ICBC International Securities Limited
(in its capacity as Joint Lead Manager)
37/F ICBC Tower

3 Garden Road

Hong Kong

Macquarie Capital Limited

Level 18, One International Finance Centre
1 Harbour View Street

Central

Hong Kong

Maxa Capital Limited
Unit 1908, Harbour Center
25 Harbour Road

Wanchai

Hong Kong

Co-lead Manager Soochow Securities International Brokerage
Limited
Level 17, Three Pacific Place
1 Queen’s Road East
Hong Kong

Capital Market Intermediaries Citigroup Global Markets Asia Limited
(in no particular order) 50/F, Champion Tower
3 Garden Road
Central
Hong Kong

China International Capital Corporation
Hong Kong Securities Limited

29th Floor, One International Finance Centre
1 Harbour View Street

Central, Hong Kong

Merrill Lynch (Asia Pacific) Limited
55/F, Cheung Kong Center

2 Queen’s Road Central

Central, Hong Kong
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Haitong International Securities Company Limited
22/F, Li Po Chun Chambers

189 Des Voeux Road Central

Hong Kong

BOCOM International Securities Limited
9/F, Man Yee Building

68 Des Voeux Road Central

Hong Kong

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

Central

Hong Kong

CMB International Capital Limited
45th Floor, Champion Tower

3 Garden Road

Central

Hong Kong

CRIC Securities Company Limited
8/F, Prosperity Tower

39 Queen’s Road Central

Central

Hong Kong

CSFG International Securities Limited
Rm. 701, 7/F Southland Building

48 Connaught Road Central

Hong Kong
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office
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REGULATION

This section sets forth a summary of the most significant rules and regulations that affect our
business activities in China or the rights of our shareholders to receive dividends and other
distributions from us.

REGULATIONS RELATED TO FOREIGN INVESTMENT

Investment activities in the PRC by foreign investors are principally governed by the Catalog of
Industries for Encouraging Foreign Investment (the “Encouraging Catalog”) and the Special
Management Measures (Negative List) for the Access of Foreign Investment (the “Negative List”) (¥}
PP A A LS it (BT S B)), which were promulgated and are amended from time to time by
MOFCOM and the NDRC, and together with the FIL, and their respective implementation rules and
ancillary regulations. The Encouraging Catalog and the Negative List lay out the basic framework for
foreign investment in the PRC, classifying businesses into three categories with regard to foreign
investment: “encouraged,” “restricted” and “prohibited.” Industries not listed in the Catalog are
generally deemed as falling into a fourth category “permitted” unless specifically restricted by other
PRC laws.

On December 27, 2020, MOFCOM and the NDRC released the Encouraging Catalogue (2020
Version), which became effective on January 27, 2021, to replace the previous Encouraging Catalog.
According to the Encouraging Catalogue (2020 Version), non-educational system vocational training
institutions and non-formal language training institutions (except those for preschool education,
compulsory education and high school education) are classified into the category of “encouraged”
businesses. On December 27, 2021, MOFCOM and the NDRC released Negative List (2021 Version),
which became effective on January 1, 2022, to replace the previous Negative List.

On March 12, 2022, the NDRC and MOFCOM promulgated the Market Access Negative List
(2022 Version) (i E&#EA &G B) (the “2022 Negative List”), which became effective on the same
day. Compared with the Market Access Negative List (2020 Version), which was simultaneously
abolished, the 2022 Negative List prohibits the illegal operations of news and media-related businesses,
under which it further provides that non-public capital engaging in live broadcasts of activities and
events involving, among others, education is prohibited. According to our telephone consultation with
Beijing Cyberspace Administration, which is the competent authority as promulgated in the 2022
Negative List, the 2022 Negative List prohibits non-public capital from engaging in live broadcasts of
activities and events in relation to education, which differs from our business of delivering online
tutoring courses in live or pre-recorded format. Beijing Cyberspace Administration further confirms that
our online tutoring services in nature are not news and media-related, and therefore do not constitute
“live broadcasts of activities and events involving education” as described in the prohibited items in the
2022 Negative List.

On March 15, 2019, the NPC promulgated the FIL, which became effective on January 1, 2020
and replaced the major laws and regulations governing foreign investment in the PRC. Pursuant to the
FIL, “foreign investments” refer to investment activities conducted by foreign investors directly or
indirectly in the PRC, which include any of the following circumstances: (1) foreign investors setting
up foreign-invested enterprises in the PRC solely or jointly with other investors, (2) foreign investors
obtaining shares, equity interests, property portions or other similar rights and interests of enterprises
within the PRC, (3) foreign investors investing in new projects in the PRC solely or jointly with other
investors, and (4) investment of other methods as specified in laws, administrative regulations, or as
stipulated by the State Council.

According to the FIL, foreign investment shall enjoy pre-entry national treatment, except for those
foreign invested entities that operate in industries deemed to be either “restricted” or “prohibited” in the
Negative List. The FIL provides that foreign invested entities operating in foreign “restricted” or
“prohibited” industries will require entry clearance and other approvals. The FIL does not comment on
the concept of “de facto control” or contractual arrangements with variable interest entities, however, it
has a catch-all provision under definition of “foreign investment” to include investments made by
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foreign investors in the PRC through means stipulated by laws or administrative regulations or other
methods prescribed by the State Council. Therefore, it still leaves leeway for future laws, administrative
regulations or provisions to provide for contractual arrangements as a form of foreign investment.

On December 26, 2019, the State Council promulgated the Implementing Rules of FIL, which
became effective on January 1, 2020. The implementation rules further clarified that the state
encourages and promotes foreign investment, protects the lawful rights and interests of foreign
investors, regulates foreign investment administration, continues to optimize foreign investment
environment, and advances a higher-level opening.

On December 30, 2019, MOFCOM and the SAMR jointly promulgated the Measures for
Information Reporting on Foreign Investment, which became effective on January 1, 2020. Pursuant to
the Measures for Information Reporting on Foreign Investment, where a foreign investor carries out
investment activities in the PRC directly or indirectly, the foreign investor or the foreign-invested
enterprise shall submit the investment information to the competent commerce department.

REGULATIONS RELATED TO PRIVATE EDUCATION

The private education in the PRC is mainly governed by the Law for Promoting Private Education
of the PRC (the “Private Education Law”), which was promulgated by the SCNPC on December 28,
2002 and last amended on December 29, 2018, and the Regulations on the Implementation of the Law
for Promoting Private Education, which was promulgated by the State Council on March 5, 2004 and
last amended on April 7, 2021. Under these regulations, “private schools” are defined as schools
established by social organizations or individuals with non-governmental funds. The establishment of a
private school shall meet the local need of educational development and the requirements prescribed in
the Education Law and the relevant laws and regulations. The standards for the establishment of private
schools shall conform to those for the establishment of public schools of the same level and category.
Those private schools engaging in diploma education, pre-school education, self-taught examination,
and other cultural education shall subject to the examination and approval of the administrative
departments for education of the governments at or above the county level in accordance with their
authorities defined by the state. Those private schools mainly engaging in training of professional skills
and vocational qualifications shall subject to the examination and approval of the administrative
departments of human resources and social security in accordance with their authorities defined by the
state and shall submit a copy to the educational administrative departments for archival purposes.
Private schools to use internet technology to carry out educational activities online is encouraged in the
PRC. Online educational activities carried out with internet technology shall comply with the provisions
of the relevant laws and administrative regulations of the state on internet management. Private schools
that carry out educational activities online with internet technology shall obtain corresponding
school-running permits. For a private school approved to be founded officially, the examination and
approval authority shall issue a school-running permit and make an announcement to the public. The
time limit of a school-running permit shall be compatible with the school-running level and type of the
private school. A private school without violations of laws or regulations within the time limit of a
permit may, upon expiry of the validity period, has the validity period automatically extended and
obtains a new permit. The measures for the administration of school-running permits of private schools
shall be developed by the administrative department of education and the administrative department of
human resources and social security of the State Council according to the division of functions.

REGULATIONS ON VALUE-ADDED TELECOMMUNICATIONS SERVICES
Licenses for Value-added Telecommunications Services

The Telecommunications Regulations of the PRC (the “Telecommunications Regulations™), which
were promulgated by the State Council on September 25, 2000 and last amended with immediate effect

on February 6, 2016, provide the regulatory framework for telecommunications service providers in the
PRC. The Telecommunications Regulations classifies telecommunications services into basic
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telecommunications services and value-added telecommunications services. Providers of value-added
telecommunications services are required to obtain a license for value-added telecommunications
services. According to the Catalog of Telecommunications Services, attached to the Telecommunications
Regulations and last amended by MIIT on June 6, 2019, information services provided via public
communication network or the internet are value-added telecommunications services.

As a subcategory (B25 Information Service) of the value-added telecommunications services,
internet information services are regulated by the Administrative Measures on Internet Information
Services (the “Internet Measures”), which was promulgated by the State Council on September 25, 2000
and last amended with immediate effect on January 8, 2011. Internet information services are defined as
“services that provide information to online users through the internet.” The Internet Measures
classifies internet information services into non-commercial internet information services and
commercial internet information services. Commercial internet information service providers shall
obtain a value-added telecommunications business operating license for internet information service
(the “ICP License”) from appropriate telecommunications authorities. An ICP License has a term of five
years and can be renewed 90 days prior to its expiration, according to the Administrative Measures for
Telecommunications Businesses Operating Licensing, which was promulgated by MIIT on March 1,
2009, amended on July 3, 2017 and came into effect on September 1, 2017.

Restrictions on Foreign Investment in Value-Added Telecommunications Services

The Regulations for the Administration of Foreign-Invested Telecommunications Enterprises (the
“FITE Regulations”), promulgated by the State Council on December 11, 2001 and last amended with
immediate effect on February 6, 2016, requires foreign-invested value-added telecommunications
enterprises in the PRC to be established as Sino-foreign joint ventures, and foreign investors shall not
acquire more than 50% of the equity interest of such an enterprise. In addition, the main foreign
investor who invests in such an enterprise shall demonstrate a good track record and experience in such
industry. Moreover, the joint ventures must obtain approvals from MIIT and MOFCOM, or their
authorized local counterparts, before launching the value-added telecommunications business in the
PRC. On April 7, 2022, the State Council issued the Decision to Amend and Abolish Certain
Administrative Regulations, which made amendments to the FITE Regulations, including, among
others, removing the performance and operational requirements (i.e., positive track record and
experience in providing such services) for main foreign investors that invest in PRC companies
conducting value-added telecommunications business as set out in the FITE Regulations. The amended
FITE Regulations took effect on May 1, 2022.

According to the Negative List (2021 Version), the proportion of foreign investments in an entity
engages in value-added telecommunications business (except for e-commerce, domestic multi-party
communications, storage-forwarding and call centers) shall not exceed 50%.

Pursuant to the Ministry of Information Industry Notice on Strengthening the Administration of
Foreign Investment in and Operation of Value-added Telecommunications Services (the “MII Notice™)
issued by the Ministry of Information Industry (“MII”), the predecessor of MIIT, on July 13, 2006,
domestic value-added telecommunications enterprises were prohibited to rent, transfer or sell licenses
for value-added telecommunications services to foreign investors in any form, or provide any resources,
premises, facilities or other assistance in any form to foreign investors for their illegal operation of any
value-added telecommunications business in the PRC.

REGULATIONS RELATED TO PRINTING INDUSTRY
Licenses for Printing Operations
Regulations on the Administration of Printing Industry, promulgated by the State Council on

March 8, 1997 and last amended with immediate effect on November 29, 2020, apply to the operations
of printing publications, printed matters of package and decoration, and other printed matters.
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Operations of printing referred to in these Regulations include operational activities of typesetting,
plate making, printing, binding, copying, photographic reproducing, mimeographing, etc. The PRC
adopts the license system for printing operations. No unit or individual may undertake printing
operations without obtaining the license for printing operations according to these Regulations. The
PRC allows the joint formation of enterprises engaging in the printing operations of publications by
foreign investors and Chinese investors, and allows the formation of foreign-funded enterprises
engaging in the printing operations of printed matters for packaging and decoration and other printed
matters.

Restrictions on Foreign Investment in Printing Operations

According to Interim Provisions on the Establishment of Foreign-funded Printing Enterprises,
which was promulgated by the General Administration of Press and Publication GAPP and the Ministry
of Foreign Trade and Economic Cooperation on January 29, 2002 and last amended on August 28, 2015
with the supplementary provisions issued on November 12, 2008 and December 12, 2012, the following
conditions shall be satisfied in the establishment of a foreign-funded printing enterprise:

(I) the Chinese and foreign investors that apply for establishing a foreign-funded enterprise
shall be legal persons that can independently assume civil liabilities and shall have been
directly or indirectly engaged in printing or the management thereof;

(2) a foreign investor shall meet any of the following requirements, including (i) it can provide
internationally advanced ways of printing management and experiences; (ii) it can provide
internationally advanced printing technologies and equipment; or (iii) It can provide fairly
strong financial support;

(3) the form of business of the foreign-funded printing enterprise that is applied to be
established shall be a limited liability company;

(4) the registered capital of a foreign-funded printing enterprise that is engaged in the printing
of publications or printed matters for packaging decorations shall not be less than RMB10
million; the registered capital of a foreign-funded printing enterprise that is engaged in the
printing of other printed matters shall not be less than RMBS5 million;

(5) the Chinese party to a sino-foreign joint printing enterprise that is engaged in the printing
and management of publications or other printed matters shall occupy a controlling or
leading position. In particular, the chairman of the board of a sino-foreign joint printing
enterprise that is engaged in the printing of publications shall be a Chinese, and there shall
be more Chinese members than foreign ones in the board of directors; and

(6) the term of business operation shall, as a general principle, be no more than 30 years. In the
examination and approval of the establishment of foreign-funded printing enterprises, the
applicant shall, apart from satisfying the provisions ass mentioned in the preceding
paragraph, be in conformity with the State plans concerning the total quantity, structure and
distribution of printing enterprises.

According to the Negative List (2021 Version), Publications printing enterprises shall be
controlled by Chinese investors.

REGULATIONS RELATED TO PUBLICATION
According to the Administrative Regulations on Publication (2020 revised) (HhE HEAHGI)
promulgated by the State Council, effective on November 29, 2020, publication activities include

publishing, printing or reproduction, import and distribution of publications; and pursuant to the 2021
Negative List, editing, publishing and production of publications are subject to foreign investment
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prohibitions. As further promulgated in the Administrative Regulations on Publication (2020 revised),
publications, including newspapers, periodicals, books, audio-visual products and electronic publication,
shall be published by publishing units, and publishing units shall apply for and obtain a publishing
license. Any publication shall not contain content prohibited by laws and administrative regulations or
by the State. A publication shall, in accordance with the relevant provisions of the State, clearly
indicate the name and address of the author, publisher, printer, reproducer or distributor, the book
number, periodical number or edition number, the list and data under publication, the date of
publication, the number of issue, and other relevant particulars. The specification, size, format, binding
and layout, and proofreading of a publication shall accord with the standards and norms of the State to
ensure its quality. During the Track Record Period and as of the Latest Practicable Date, we have
engaged in publication distribution business, including wholesale, retail and online sales, and have
obtained the License for Operating Publication Business for such publication distribution business;
however, we have not engaged in editing, publishing or production of publications. We cooperate with
independent third-party publishing companies with publishing qualifications and engage such publishing
companies to edit and publish relevant learning reference materials created by us. Our PRC Legal
Advisors are of the view that the relevant entities of our Group have obtained the required authorization
to operate publication distribution business and that the third-party publishing companies we cooperate
with have obtained the required authorization to operate publishing business.

REGULATIONS RELATED TO ONLINE PUBLICATION

On February 4, 2016, MITT and the State Administration of Press, Publication, Radio, Film and
Television (the “SAPPRFT”) jointly promulgated the Online Publishing Regulations, which came into
effect on March 10, 2016. The Online Publishing Regulations define “online publications” as digital
works that are edited, produced, or processed to be published and provided to the public through the
internet, including (1) original digital works, such as pictures, maps, games and comics; (2) digital
works with content that is consistent with the type of content that, prior to being released online,
typically was published in offline media such as books, newspapers, periodicals, audio-visual products
and electronic publications; (3) digital works in the form of online databases compiled by selecting,
arranging and compiling other types of digital works; and (4) other types of digital works identified by
the SAPPRFT. In addition, foreign-invested enterprises are not allowed to engage in the foregoing
services. Under the Online Publishing Regulations, internet operators distributing online publications
via internet are required to obtain an Online Publishing Service License.

REGULATIONS RELATED TO ONLINE TRANSMISSION OF AUDIO-VISUAL PROGRAMS

According to the Audio-Visual Regulations, which was promulgated by the SARFT (currently
known as the NRTA) and MII on December 20, 2007, as amended on August 28, 2015, internet
audio-visual program service refers to activities of making, editing and integrating audio-visual
programs, providing them to the general public via internet, and providing such services to other people
by uploading. An internet audio-visual program service provider shall obtain an AVSP issued by the
SARFT or complete certain registration procedures with the SARFT. On March 17, 2010, the SARFT
further promulgated the Catalogue of Internet Audio-Visual Program Services, which was amended on
March 10, 2017. On March 30, 2009, the SARFT promulgated the Notice on Strengthening the
Administration of the Content of Internet Audio-Visual Programs, which reiterates the pre-approval
requirements for the internet audio-visual programs, including those on mobile network (if applicable),
and prohibits internet audio-visual programs containing violence, pornography, gambling, terrorism,
superstition or other prohibited elements.

Pursuant to the Audio-Visual Regulations, providers of internet audio-visual program services are
generally required to be either state-owned or state-controlled. According to the Official Answers to
Press Questions Regarding the Internet Audio-Visual Program Regulations published on the SARFT’s
website on February 3, 2008, the SARFT and MII clarified that providers of internet audio-visual
program services who had legally engaged in such services prior to the adoption of the Audio-visual
Regulations shall be eligible to re-register their businesses and continue their operations of internet
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audio-visual program services so long as those providers have not been in violation of the laws and
regulations. This exemption will not be granted to internet audio-visual program service providers
established after the adoption of the Audio-Visual Regulations. These policies have later been reflected
in the Notice on Relevant Issues Concerning Application and Approval of Audio-Visual Permit, issued
by the SARFT on May 21, 2008 and amended on August 28, 2015.

Under the Regulations on the Administration of Production of Radio and Television Programs,
promulgated by the SARFT on July 19, 2004, as amended on October 29, 2020, any entities that engage
in the production of radio and television programs are required to apply for a Radio and Television
Production Operation License from the NRTA or its local level counterparts. Entities with the Radio and
Television Production Operation License shall conduct their operations strictly within the approved
scope of production and operation. Except for radio and television broadcasting institutions, the
above-mentioned permit holders shall not produce radio and television programs concerning current
political news or special topics, columns and other programs of the same kind.

REGULATIONS RELATED TO ONLINE LIVE-STREAMING SERVICES

On November 4, 2016, the CAC issued the Administrative Regulations on Online Live Streaming
Services (the “Online Live Streaming Regulations”), which came into effect on December 1, 2016.
According to the Online Live Streaming Regulations, online live streaming service providers and online
live streaming publishers that provide internet news information services without licenses, or exceed the
scope of their licenses, shall subject to punishment by the CAC and its provincial counterparts which
may include an order to cease such services and a fine of RMB10,000 to RMB30,000. Other violations
of the Online Live Streaming Regulations are subject to punishment by the national and local internet
information offices; if such violations constitute crime offence, criminal investigations or penalties may
be imposed.

On September 2, 2016, the SAPPRFT issued the Circular on Issues concerning Strengthening the
Administration of Online Live Streaming of Audio-Visual Programs (the “Online Live Streaming
Circular”). According to the Online Live Streaming Circular, appropriate AVSP is a prerequisite for
online audio-visual live streaming of general cultural events of social communities, sports events,
important political, military, economic, social, and cultural events. Relevant information about specific
activities to be streamed shall be filled in advance to the provincial counterparts of the SAPPRFT.
Online audio-visual live streaming service providers shall censor and tape such programs and retain
them for at least 60 days for future check by the administrative departments; and they shall have
emergency plan in place to replace programs in violation of laws and regulations. Bullet-screen
comments shall be forbidden in the live streaming of important political, military, economic, social,
sports and cultural events. Special censor shall be appointed for bullet-screen comments in the live
streaming of general cultural events of social communities and sports events. Hosts, guests and targets
hired or invited by online audio-visual live streaming programs shall meet following requirements: (1)
patriotic and law-abiding; (2) good public reputation and social image, no scandals and misdeeds; and
(3) dress, hairstyle, language and actions are consistent with public order and good morals, and not
drawing topics with vulgar contents or contents inappropriate to discuss in public.

According to the Notice on Strengthening the Management of Internet Live Streaming Service
issued by the CAC, the Ministry of Culture and Tourism of the PRC (the “MCT”), the NRTA, the
Office of the National Anti-pornography and Anti-illegal Working Group, MII and the MPS on August
1, 2018, live streaming service providers shall perform website ICP filing procedures with the
competent telecommunication department according to law, and live streaming service providers
involved in operating telecommunication business and internet news and information, online
performance, live streaming of audio-visual programs and other businesses shall apply to the relevant
departments to obtain licenses for telecommunication business operation, internet news and information
services, network culture operation, information network dissemination of audio-visual programs, etc.,
and within 30 days of the live streaming service going online, shall carry out public security
registration procedures in accordance with relevant regulations with the public security authorities.
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According to the Guiding Opinions on Strengthening the Standardized Management of Network
Live Broadcasting issued by the CAC, Office of the National Anti-pornography and Anti-illegal
Working Group, MIIT, the MPS, the MCT, the SAMR and the NRTA on February 9, 2021, live
streaming platforms that carry out business-oriented online performance activities must hold the
internet cultural business license and carry out ICP filing; live streaming platforms that carry out
network audio-visual program services must hold the AVSP (or complete the registration in the national
network audio-visual platform information registration management system) and carry out ICP filing;
live streaming platforms that carry internet news information service must hold internet news
information service license. Live streaming platforms shall file with local cyberspace administration
office in a timely manner, and shall cancel its filing immediately after it ceases to provide live
streaming services.

REGULATIONS RELATED TO MOBILE INTERNET APPLICATIONS INFORMATION
SERVICES

In addition to the Telecommunications Regulations and other regulations above, mobile internet
applications (the “APPs”) are specially regulated by the Administrative Provisions on Mobile Internet
Applications Information Services (the “APP Provisions”), which was promulgated by the CAC on June
28, 2016 and became effective on August 1, 2016. The APP Provisions sets forth the relevant
requirements on the APP information service providers and the APP Store service providers. The CAC
and its local branches shall be responsible for the supervision and administration of nationwide and
local APP information respectively.

App providers shall strictly fulfill their responsibilities of information security management, and
perform the following duties: (1) in accordance with the principles of “real name at background, any
name at foreground,” verify identities with the registered users through mobile phone numbers etc.; (2)
establish and improve the mechanism for user information security protection, follow the principles of
“legality, appropriateness and necessity” in collection and use of personal information, expressly state
the purpose, methods and scope of information collection, and obtain the users’ consent; (3) establish
and improve the verification and management mechanism for the information content; adopt proper
sanctions and measures such as warning, limiting functions, suspending updates, and closing accounts,
for releasing illegal information content, as appropriate; keep records and report to the competent
department; (4) according to the law, protect and safeguard users’” “rights to know and rights to choose”
during installation or use; do not turn on the functions of collecting geographical location, reading
address books, or using cameras or recordings, without express statement to the users and the consent
of the users; do not turn on functions irrelevant to the services; do not tie up and install irrelevant
Apps; (5) respect and protect intellectual property rights; do not produce or release Apps which violate
others’ intellectual property rights; and (6) keep records of user log information for 60 days.

On 14 June 2022, the CAC issued a revised version of the Administrative Provisions on Mobile
Internet Application Information Services (F%®) B 44 F 2 /75 B IR 5 #EBLE) (the “Revised APP
Provisions”), which basically reflects the regulatory development since 2016 and further emphasizes
that mobile internet app providers shall comply with the relevant provisions on the scope of necessary
personal information when engaging in personal information processing activities. According to the
Revised APP Provisions, mobile internet app providers shall not compel users to agree to non-essential
personal information collection out of any reason and are prohibited from banning users from their
basic functional services due to the users’ refusal of providing non-essential personal information.

REGULATIONS RELATED TO CONSUMER PROTECTION

According to Law of the PRC on the Protection of Consumer Rights and Interests, which was
promulgated by the SCNPC on October 31, 1993 and last amended on October 25, 2013, in providing
commodities or services to consumers, business operators shall fulfill their obligations in accordance
with this Law and other applicable laws and regulations. Business operators shall fulfill their
obligations as agreed upon with consumers, provided that the agreements with consumers are not in
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violation of the provisions of laws and regulations. In providing commodities or services to consumers,
business operators shall adhere to social morality, operate business in good faith, and protect the lawful
rights and interests of consumers; and shall neither set unfair or unreasonable trading conditions nor
force consumers into any transactions. Business operators shall provide consumers with true and
complete information on the quality, performance, use, and useful life, among others, of commodities or
services; and shall not conduct any false or misleading promotion. Business operators shall provide true
and definite answers to questions from consumers regarding the quality and use instructions of their
provided commodities or services. Business operators shall clearly mark the prices of their provided
commodities or services.

REGULATIONS RELATED TO INFORMATION SECURITY

Internet content in the PRC is also regulated and restricted from a state security point of view.
The Decision Regarding the Safeguarding of Internet Security, enacted by the SCNPC on December 28,
2000 and amended with immediate effect on August 27, 2009, makes it unlawful to: (1) gain improper
entry into a computer or system of strategic importance; (2) disseminate politically disruptive
information; (3) leak state secrets; (4) spread false commercial information; or (5) infringe intellectual
property rights.

The Administrative Measures for the Security Protection of International Connections to Computer
Information Network, issued by the MPS on December 16, 1997 and amended on January 8, 2011,
prohibits the use of the internet in ways that, among other things, result in a leakage of state secrets or
the distribution of socially destabilizing content. Socially destabilizing content includes any content that
incites defiance or violations of PRC laws or regulations or subversion of the PRC government or its
political system, spreads socially disruptive rumors or involves cult activities, superstition, obscenities,
pornography, gambling or violence. State secrets are defined broadly to include information concerning
PRC’s national defense affairs, state affairs and other matters as determined by the PRC authorities.

In addition, the National Administration of State Secrets Protection is authorized for the blocking
of access to any website it deems to be leaking state secrets or failing to comply with the relevant
legislation regarding the protection of state secrets.

On July 1, 2015, the SCNPC issued the National Security Law, which came into effect on the
same day. The National Security Law provides that the state shall safeguard the sovereignty, security
and cybersecurity development interests of the state, and that the state shall establish a national security
review and supervision system to review, among other things, foreign investment, key technologies,
internet and information technology products and services, and other important activities that are likely
to impact the national security of the PRC.

On November 7, 2016, the SCNPC issued the Cybersecurity Law, which came into effect on June
1, 2017. The Cybersecurity Law provides that network operators must set up internal security
management systems that meet the requirements of a classified protection system for cybersecurity,
including appointing dedicated cybersecurity personnel, taking technical measures to prevent computer
viruses, network attacks and intrusions, taking technical measures to monitor and record network
operation status and cybersecurity incidents, and taking data security measures such as data
classification, backups and encryption. The Cybersecurity Law also imposes a relatively vague but
broad obligation to provide technical support and assistance to the public and state security authorities
in connection with criminal investigations or for reasons of national security. The Cybersecurity Law
also requires network operators that provide network access or domain name registration services,
landline or mobile phone network access, or that provide users with information publication or instant
messaging services, to require users to provide a real identity when they sign up. The Cybersecurity
Law sets high requirements for the operational security of facilities deemed to be part of the PRC’s
“critical information infrastructure.” These requirements include data localization, i.e., storing personal
information and important business data in the PRC, and national security review requirements for any
network products or services that may impact national security. Among other factors, “critical
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information infrastructure” is defined as critical information infrastructure, that will, in the event of
destruction, loss of function or data leak, result in serious damage to national security, the national
economy and people’s livelihoods, or the public interest. Specific reference is made to key sectors such
as public communication and information services, energy, transportation, water-resources, finance,
public services and e-government.

The Provisions on Technological Measures for Internet Security Protection, promulgated by the
MPS on December 13, 2005 and became effective on March 1, 2006, requires internet service providers
to keep records of certain information about their users (including user registration information, log-in
and log-out times, IP addresses, content and time of posts by users) for at least 60 days. Under the
Cybersecurity Law, network operators must also report any instances of public dissemination of
prohibited content. If a network operator fails to comply with such requirements, the PRC government
may revoke its ICP License and shut down its websites.

On March 13, 2019, The Office of the Central Cyberspace Affairs Commission and the SAMR
jointly issued the Notice on App Security Certification and the Implementation Rules on Security
Certification of Mobile Internet Application, which encourages mobile application operators to
voluntarily obtain app security certification, and search engines and app stores are encouraged to
recommend certified applications to users.

On June 10, 2021, the SCNPC issued the Data Security Law to regulate data processing activities
and security supervision in the PRC, which took effect on September 1, 2021. According to the Data
Security Law, data processing activities shall be carried out in accordance with PRC laws and
regulations, establishing and improving the data security management system of the whole process,
organizing and carrying out data security education and training, and taking corresponding technical
measures and other necessary measures to guarantee data security. Where data processing activities are
carried out through the internet and other information networks, the above-mentioned data security
protection obligations shall be fulfilled on the basis of the hierarchical network security protection
system. In carrying out data processing activities, risk monitoring shall be strengthened, and remedial
measures shall be taken immediately when data security defects, loopholes and other risks are found. In
the event of a data security incident, the processors of data shall take immediate measures to deal with
it, inform the user in time and report to the competent authorities in accordance with relevant
provisions. The processors of important data shall, in accordance with relevant provisions, carry out
regular risk assessments of their data processing activities and submit risk assessment reports to the
competent authorities. The Data Security Law provides a national data security review system, under
which data processing activities that affect or may affect national security shall be reviewed. Any
organization or individual carrying out data processing activities that violates the Data Security Law
shall bear the corresponding civil, administrative or criminal liability depending on the specific
circumstances.

Along with the promulgation of the Opinions on Strictly Combating Illegal Securities Activities in
Accordance with the Law issued on July 6, 2021, overseas-listed China-based companies are
experiencing a heightened scrutiny over their compliance with laws and regulations regarding data
security, cross-border data flow and management of confidential information from PRC regulatory
authorities. Such laws and regulations are expected to undergo further changes, which may require
increased information security responsibilities and stronger cross-border information management
mechanism and process.

On November 14, 2021, the CAC published the Draft CAC Regulations on Internet Data Security,
which provides that data processors conducting the following activities shall apply for cybersecurity
review: (1) merger, reorganization or division of internet platform operators in possession of a large
number of data resources concerning national security, economic development or public interests, which
affects or may affect national security; (2) data processors processing over one million individuals’
personal information that seek for listing in a foreign country; (3) listing in Hong Kong which affects
or may affect national security; or (4) other data processing activities that affect or may affect national

- 110 -



REGULATION

security. Any failure to comply with such requirements may subject us to, among others, suspension of
services, fines, revoking relevant business permits or business licenses and penalties. However, it
provides no further explanation or interpretation as to how to determine what “affects or may affect
national security.” As of the date of this prospectus, the Draft CAC Regulations on Internet Data
Security has not been formally adopted and would be subject to further guidance from the CAC.

On December 28, 2021, the CAC, the NDRC, MIIT, the MPS, the MSS, the Ministry of Finance
(“MOF”), MOFCOM, the PBOC, the SAMR, the NRTA, the CSRC, the National Administration of
State Secrets Protection, and the State Cryptography Administration jointly issued the Measures for
Cybersecurity Review (2022), which became effective on February 15, 2022, to replace the previous
Measures for Cybersecurity Review, which was issued on April 13, 2020 and took effect on June 1,
2020. The Measures for Cybersecurity Review (2022) stipulates that operators of critical information
infrastructure purchasing network products and services, as well as data processors (together with the
operators of critical information infrastructure, the “Operators”) carrying out data processing activities
that affect or may affect national security, shall conduct a cybersecurity review. “The operator of
critical information infrastructure” in the Measures for Cybersecurity Review (2022) refers to the
operator identified by the critical information infrastructure protection authorities. According to the
Measures for Cybersecurity Review (2022), an Operator who controls personal information of more
than one million users must report to the cybersecurity review office for a cybersecurity review if it
intends to be listed abroad. However, the Measures for Cybersecurity Review (2022) provides no
further explanation or interpretation for “listed abroad.”

On July 30, 2021, the State Council issued the Regulations for the Security Protection of Critical
Information Infrastructure (the “CII Regulations™), which came into effect on September 1, 2021.
Pursuant to the CII Regulations, “critical information infrastructures” refers to important network
facilities and information systems of important industries and sectors such as public communications
and information services, energy, transport, water conservation, finance, public services, e-government,
and science and technology industry for national defense, as well as other important network facilities
and information systems that may seriously endanger national security, national economy and citizen’s
livelihood and public interests if they are damaged or suffer from malfunctions, or if any leakage of
data in relation thereto occurs. Competent authorities as well as the supervision and administrative
authorities of the above-mentioned important industries and sectors are responsible for the security
protection of critical information infrastructures (the “Protection Authorities”). The Protection
Authorities will establish the rules for the identification of critical information infrastructures based on
the particular situations of the industry and report such rules to the public security department of the
State Council for record. The following factors must be considered when establishing identification
rules: (1) the importance of network facilities and information systems to the core businesses of the
industry and the sector; (2) the harm that may be brought by the damage, malfunction or data leakage
of, the network facilities and information systems; and (3) the associated impact on other industries and
sectors. The Protection Authorities are responsible for organizing the identification of critical
information infrastructures in their own industries and sectors in accordance with the identification
rules, promptly notifying the operators of the identification results and reporting to the public security
department of the State Council. These provisions were newly issued, and detailed rules or explanations
may be further enacted with respect to the interpretation and implementation of such provisions,
including rules on identifying critical information infrastructures in different industries and sectors.

Based on the real-name telephone consultation regarding our proposed Listing in Hong Kong
conducted on October 9, 2022 with the China Cybersecurity Review Technology and Certification
Center, which is the competent authority entrusted by the CAC to set up cybersecurity review
consultation hotlines, (1) the term of “listing in a foreign country (B4t L T7)” under the Measures for
Cybersecurity Review does not apply to listings in Hong Kong, and thus the obligations to proactively
apply for cybersecurity review by an entity seeking listing in a foreign country shall not be applicable
to our proposed Listing, and (2) since the Draft CAC Regulations on Internet Data Security has not
become effective or been formally implemented, the mandatory obligation to apply for a cybersecurity
review with the CAC does not apply to our proposed Listing. Furthermore, (1) during the Track Record
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Period and up to the Latest Practicable Date, we had not encountered any incident of data or personal
information leakage, violation of data protection and privacy laws and regulations or investigation or
other legal proceeding against us that will materially and adversely affect our business operation, (2)
we have not received any notification from the critical information infrastructure protection authorities
of being identified as “an operator of critical information infrastructure” as of the date of this
prospectus, and (3) we did not engage in any activities that might give rise to national security risks
based on the factors set out in Article 10 of the Measures for Cybersecurity Review during the Track
Record Period and up to the Latest Practicable Date. Therefore, our Directors and CM Law Firm, our
legal advisors as to PRC cybersecurity and data privacy protection laws, are of the view that (1) the
Measures for Cybersecurity Review and the Draft CAC Regulations on Internet Data Security would
not have a material adverse effect on our business operations or our proposed Listing on the Stock
Exchange, and (2) our business operation is unlikely to be deemed as affecting national security in light
of the factors set out in Article 10 of the Measures for Cybersecurity Review. However, we cannot rule
out the possibility that the cybersecurity review would apply to us, and we cannot assure you that the
relevant government authorities will not interpret the regulations in ways that may negatively affect our
business operations in the future.

Based on the independent due diligence work conducted as described below, nothing has come to
the Joint Sponsors’ attention that would reasonably cause the Joint Sponsors to cast doubt on the views
of the Directors and CM Law Firm as stated above:

(i) discussed with the management of the Company to understand, among others, the
applicability of the Measures for Cybersecurity Review and the Draft CAC Regulations on
Internet Data Security to the Group’s principal business operations;

(ii) discussed with CM Law Firm, the legal advisors of the Company as to cybersecurity and
data privacy protection law, and reviewed the legal opinion in respect of data privacy and
cybersecurity prepared by CM Law Firm and their consultation minutes with CCRC to
understand, among others,

(a) the legal implications of the Measures for Cybersecurity Review and the Draft CAC
Regulations on Internet Data Security and their impact on the Company’s business
operation,

(b) CM Law Firm have had a phone consultation with the China Cybersecurity Review
Technology and Certification Center (the “CCRC”) on a named basis, which is a
competent authority delegated by the CAC to accept consultation and applications for
cybersecurity review, and CCRC confirmed that (1) the term of “listing in a foreign
country” (4h 1) under the Measures for Cybersecurity Review does not apply to
listings in Hong Kong, and thus the obligations to proactively apply for cybersecurity
review by an entity seeking listing in a foreign country shall not be applicable to the
proposed listing, (2) since the Draft CAC Regulations on Internet Data Security has not
become effective or been formally implemented, the mandatory obligation to apply for
a cybersecurity review with the CAC does not apply to the proposed listing;

(iii) obtained and reviewed (a) a summary of personal data collected and stored by the Company;
and (b) the internal control measures and policies of the Company in relation to
cybersecurity and data privacy protection; and

(iv) conducted an expert interview with CM Law Firm to understand, among others, their

credentials, work scope and methodology in conducting due diligence and issuing legal
opinion in respect of data privacy and cybersecurity issue of the Company.

- 112 -



REGULATION

The Administrative Provisions on Security Vulnerability of Network Products (the “Provisions”)
was jointly promulgated by MIIT, the CAC and the MPS on July 12, 2021 and took effect on September
1, 2021. Network product providers, network operators as well as organizations or individuals engaging
in the discovery, collection, release and other activities of network product security vulnerability are
subject to the Provisions and shall establish channels to receive information of security vulnerability of
their respective network products and shall examine and fix such security vulnerability in a timely
manner. Network product providers are required to report relevant information of security vulnerability
of network products with MIIT within two days and to provide technical support for network product
users. Network operators shall take measures to examine and fix security vulnerability after discovering
or acknowledging that their networks, information systems or equipment have security loopholes.
According to the Provisions, the breaching parties may be subject to administrative penalty as regulated
in accordance with the Cybersecurity Law. Since the Provisions is relatively new, uncertainties still
exist in relation to its interpretation and implementation.

On October 26, 2021, the CAC issued the Provisions on the Management of Account Names
Information of Internet Users (Draft for Solicitation of Comments), which stipulates that the internet
user account service platform shall perform the main responsibility of internet user account name
information management, be equipped with management personnel and technical capability in
corresponding with its business scale, establish a sound and strictly implement account names
information management, authentic identity information verification, account professional qualification
certification management, information content security, ecological governance, emergency response,
personal information protection and credit evaluation management systems. If the internet user account
service platform provides account registration services to minors, the platform shall obtain the consent
of their guardians and verify the true identity information of the minors based on their resident ID
numbers and verify the true identity information of their guardians.

On July 7, 2022, the CAC promulgated the Security Assessment Measures, effective from
September 1, 2022, to regulate outbound data transfer activities, protect the rights and interests of
personal information, safeguard national security and social public interests, and promote the
cross-border security and free flow of data. Furthermore, the Security Assessment Measures provide
that the security assessment for outbound data transfers shall follow principles of the combination of
pre-assessment and continuous supervision and the combination of risk self-assessment and security
assessment, so as to prevent the security risks arising from outbound data transfers, and ensure the
orderly and free flow of data according to the law. As of the Latest Practicable Date, we had not been
involved in any cross-border data transfer during our daily operations. We do not expect the Security
Assessment Measures to have material impact on our daily operations in respect of the outbound data
transfer.

REGULATIONS RELATED TO INTERNET PRIVACY

In recent years, PRC government authorities have enacted legislation on internet use to protect
personal information from any unauthorized disclosure. PRC law does not prohibit internet content
provision operators from collecting and analyzing personal information from their users. However, the
Internet Measures prohibits an internet content provision operator from insulting or slandering a third
party or infringing the lawful rights and interests of a third party.

The Several Provisions on Regulating the Market Order of Internet Information Services,
promulgated by MIIT on December 29, 2011 and became effective on March 15, 2012, stipulates that
internet content provision operators must not, without user consent, collect user personal information,
which is defined as user information that can be used alone or in combination with other information to
identify the user, and may not provide any such information to third parties without prior user consent.
Internet content provision operators may only collect user personal information necessary to provide
their services and must expressly inform the users of the method, content and purpose of the collection
and processing of such user personal information. In addition, an internet content provision operator
may only use such user personal information for the stated purposes under the internet content
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provision operator’s scope of service. Internet content provision operators are also required to ensure
the proper security of user personal information, and take immediate remedial measures if user personal
information is suspected to have been disclosed. If the consequences of any such disclosure are
expected to be serious, ICP operators must immediately report the incident to the telecommunications
regulatory authority and cooperate with the authorities in their investigations.

The Cybersecurity Law imposes certain data protection obligations on network operators,
including that network operators may not disclose, tamper with, or damage users’ personal information
that they have collected, and are obligated to delete unlawfully collected information and to amend
incorrect information. Moreover, internet operators may not provide users’ personal information to
others without consent. Exempted from these rules is information irreversibly processed to preclude
identification of specific individuals. The Cybersecurity Law also imposes breach notification
requirements that will apply to breaches involving personal information.

On November 28, 2019, the CAC, MIIT, the MPS and the SAMR jointly issued the Measures to
Identify Tllegal Collection and Usage of Personal Information by APPs (App#E i B3I 4 i i A A5
BATEFEE %) (the “Identification Measures”), which lists six types of illegal collection and usage
of personal information, including “failure to publicize rules for collecting and using personal
information,” “failure to expressly state the purpose, manner and scope of collecting and using personal
information,” “collection and usage of personal information without consent of users of such app,”
“collecting personal information irrelevant to the services provided by such app in violation of the
principle of necessity,” “provision of personal information to others without users’ consent,” “failure to
provide the function of deleting or correcting personal information as required by laws” and “failure to
publish information such as methods for complaints and reporting.” As advised by CM Law Firm, we
have implemented privacy policies in compliance with the Identification Measures, and as of the Latest
Practicable Date, we had not been subject to any suspension of mobile apps or other material
administrative penalties for illegal collection or usage of personal information as stipulated in the
Identification Measures. See “Business — Data Privacy and Security.”

On August 20, 2021, the SCNPC promulgated the Personal Information Protection Law (the
“PIPL”), which took effect on November 1, 2021. Pursuant to the PIPL, “personal information” refers
to any kind of information related to an identified or identifiable individual as electronically or
otherwise recorded but excluding the anonymized information. The processing of personal information
includes the collection, storage, use, processing, transmission, provision, disclosure and deletion of
personal information. The PIPL applies to the processing of personal information of individuals within
the territory of the PRC, as well as personal information processing activities outside the territory of
PRC, for the purpose of providing products or services to natural persons located within China, for
analyzing or evaluating the behaviors of natural persons located within China, or for other
circumstances as prescribed by laws and administrative regulations. A personal information processor
may process the personal information of this individual only under the following circumstances: (1)
where consent is obtained from the individual; (2) where it is necessary for the execution or
performance of a contract to which the individual is a party, or where it is necessary for carrying out
human resource management pursuant to employment rules legally adopted or a collective contract
legally concluded; (3) where it is necessary for performing a statutory responsibility or statutory
obligation; (4) where it is necessary in response to a public health emergency, or for protecting the life,
health or property safety of a natural person in the case of an emergency; (5) where the personal
information is processed within a reasonable scope to carry out any news reporting, supervision by
public opinions or any other activity for public interest purposes; (6) where the personal information,
which has already been disclosed by an individual or otherwise legally disclosed, is processed within a
reasonable scope; or (7) any other circumstance as provided by laws or administrative regulations. In
principle, the consent of an individual must be obtained for the processing of his or her personal
information, except under the circumstances of the aforementioned items (2) to (7). Where personal
information is to be processed based on the consent of an individual, such consent shall be a voluntary
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and explicit indication of intent given by such individual on a fully informed basis. If laws or
administrative regulations provide that the processing of personal information shall be subject to the
separate consent or written consent of the individual concerned, such provisions shall prevail.

Furthermore, the PIPL stipulates the rules for cross-border transfer of personal information. Any
cross-border transfer of personal information is subject to the condition that it is necessary to provide
the personal information to a recipient outside the territory of the PRC due to any business need or any
other need, as well as the satisfaction of at least one of the following conditions: (1) where a security
assessment organized by the national cyberspace administration has been passed; (2) where a
certification of personal information protection has been passed from a professional institution in
accordance with the provisions issued by the national cyberspace administration; (3) where a standard
contract formulated by the national cyberspace administration has been entered into with the overseas
recipient; or (4) any other condition prescribed by laws, administrative regulations or any other
requirements by the national cyberspace administration. Critical information infrastructure operators
and personal information processors who have processed personal information in an amount reaching a
threshold prescribed by the national cyberspace administration, must store in the territory of the PRC
the personal information collected or generated within the territory of the PRC. If it is necessary to
provide such information to an overseas recipient, a security assessment organized by the national
cyberspace administration must be passed.

As discussed in greater detail in “Business — Data Privacy and Security,” CM Law Firm, our
legal advisors as to PRC cybersecurity and data privacy protection laws, are of the view that, during the
Track Record Period and up to the Latest Practicable Date, we had complied with the PIPL in all
material respects.

REGULATIONS RELATED TO ALGORITHM RECOMMENDATIONS

On September 17, 2021, the CAC and eight other authorities jointly promulgated the Notice on
Promulgation of the Guiding Opinions on Strengthening the Comprehensive Governance of
Algorithm-related Internet Information Services (B F 58 B W 4815 SR E L4 AR FEM P58 2 ),
which provides that, among others, enterprises shall establish an algorithmic security responsibility
system and a technology ethics vetting system, improve the algorithmic security management
organization, strengthen risk prevention and control as well as potential danger investigation and
governance, and improve the capacity to respond to algorithmic security emergencies. Enterprises shall
also strengthen their sense of responsibility and assume the main responsibility for the results arising
from the application of algorithms.

On December 31, 2021, the CAC, MIIT, the MPS and the SAMR jointly issued the Provisions on
Algorithm Recommendation, which became effective on March 1, 2022. The Provisions on Algorithm
Recommendation stipulates that algorithm recommendation service providers shall (1) fulfill their
responsibilities for algorithmic security, (2) establish and improve management systems for, among
other, algorithm mechanism examination, ethical vetting in technology, user registration, information
release vetting, protection of data security and personal information, anti-telecommunications and
internet fraud, security assessment and monitoring, and emergency response to security incidents, and
(3) formulate and disclose relevant rules for algorithm recommendation services, and be equipped with
professional staff and technical support appropriate to the scale of the algorithm recommendation
services. The provider of algorithm recommendation services shall not use the services to (1) engage in
any illegal activity which may endanger national security and social public interest, disturb economic
and social order, or infringe legitimate rights and interest of third parties, or (2) disseminate any
information prohibited by laws or regulations. The Provisions on Algorithm Recommendation further
provides that, within 10 working days of the service provision commencement date, algorithm
recommendation service providers with public sentiment attributes or social mobilizing capability shall
perform filing procedures through the internet information services algorithm filing system, which was
launched on March 1, 2022.
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We have submitted our filing report through such system. As of the Latest Practicable Date, we
had not applied any algorithm recommendation technology prohibited or restricted under the Provisions
on Algorithm Recommendation to the provision of internet information services. Based on the above, as
advised by CM Law Firm, we have complied with existing laws and regulations concerning algorithm
recommendation in all material respects, as evidenced by our internal policies and practices regarding
algorithm recommendation. See “Business — Data Privacy and Security” for details.

REGULATIONS RELATED TO COMPANIES

The establishment, operation and management of corporate entities in China are governed by the
PRC Company Law, which was promulgated on December 29, 1993, last amended with immediate
effect on October 26, 2018. Under the PRC Company Law, companies are generally classified into two
categories: limited liability companies and limited companies by shares. The PRC Company Law also
applies to foreign-invested limited liability companies but where other relevant laws regarding foreign
investment have provided otherwise, such other laws shall prevail.

The latest major amendment to the PRC Company Law took effect on March 1, 2014, pursuant to
which there is no longer a prescribed timeframe for shareholders of a company to make full capital
contribution to a company, except as otherwise provided in other relevant laws, administrative
regulations and State Council decisions. Instead, shareholders are only required to state the capital
amount that they commit to subscribe to in the articles of association of the company. Furthermore, the
initial payment of a company’s registered capital is no longer subject to a minimum capital
requirement, and the business license of a company will not show its paid-up capital. In addition,
shareholders’ contribution of the registered capital is no longer required to be verified by capital
verification agencies.

REGULATIONS RELATED TO DIVIDEND DISTRIBUTIONS

The principal laws and regulations regulating the distribution of dividends by foreign-invested
enterprises in the PRC include the PRC Company Law last amended in 2018 and the FIL. Under the
current regulatory regime in the PRC, foreign-invested enterprises in the PRC may pay dividends only
out of their accumulated profit, if any, determined in accordance with PRC accounting standards and
regulations. A PRC company, including foreign-invested enterprise, is required to set aside as general
reserves at least 10% of its after-tax profit, until the cumulative amount of such reserves reaches 50%
of its registered capital unless the provisions of laws regarding foreign investment otherwise provided,
and shall not distribute any profits until any losses from prior fiscal years have been offset. Profits
retained from prior fiscal years may be distributed together with distributable profits from the current
fiscal year.

REGULATIONS RELATED TO INTELLECTUAL PROPERTY
Copyright

The PRC has enacted various laws and regulations relating to the protection of copyright. The
PRC is a signatory to some major international conventions on protection of copyright and became a
member of the Berne Convention for the Protection of Literary and Artistic Works in October 1992, the
Universal Copyright Convention in October 1992, and the Agreement on Trade-Related Aspects of
Intellectual Property Rights upon its accession to the World Trade Organization in December 2001.

The Copyright Law of the People’s Republic of China (the “Copyright Law”), which was
promulgated by the SCNPC on September 7, 1990 and last amended on November 11, 2020, provides
that Chinese citizens, legal persons, or other organizations shall, whether published or not, enjoy
copyright in their works, which include, among others, works of literature, art, natural science, social
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science, engineering technology and computer software. The purpose of the Copyright Law aims to
encourage the creation and dissemination of works which is beneficial for the construction of socialist
spiritual civilization and material civilization and promote the development and prosperity of Chinese
culture.

Under the Regulation on Protection of the Right to Network Dissemination of Information that
took effect on July 1, 2006 and was amended on January 30, 2013, it is further provided that an internet
information service provider may be held liable under various situations, including if it knows or
should reasonably have known a copyright infringement through the internet and the service provider
fails to take measures to remove or block or disconnects links to the relevant content, or, although not
aware of the infringement, the internet information service provider fails to take such measures upon
receipt of the copyright holder’s notice of infringement. The internet information service provider may
be exempted from indemnification liabilities under the following circumstances:

(1) any internet information service provider that provides automatic internet access service
upon instructions from its users or provides automatic transmission service for works,
performances and audio/visual products provided by its users is not required to assume
indemnification liabilities if (i) it has not chosen or altered the transmitted works,
performance and audio/visual products, and (ii) it provides such works, performances and
audio/visual products to the designated users and prevents any person other than such
designated users from obtaining access;

(2) any internet information service provider that, for the sake of improving network
transmission efficiency, automatically stores and provides to its own users the relevant
works, performances and audio/visual products obtained from any other internet information
service providers, is not required to assume the indemnification liabilities if (i) it has not
altered any of the works, performances or audio/visual products that are automatically
stored; (ii) it has not affected such original internet information service provider in holding
the information about where the users obtain the relevant works, performances and
audio/visual products; and (iii) when the original internet information service provider
revises, deletes or shields the works, performances and audio/visual products, it will
automatically revise, delete or shield the same;

(3) any internet information service provider that provides its users with information memory
space for such users to provide the works, performances and audio/visual products to the
general public via an informational network is not required to assume the indemnification
liabilities if (i) it clearly indicates that the information memory space is provided to the
users and publicizes its own name, contact person and web address; (ii) it has not altered the
works, performances and audio/visual products that are provided by the users; (iii) it is not
aware of or has no justified reason to know that the works, performances and audio/visual
products provided by the users infringe upon the copyrights of others; (iv) it has not directly
derived any economic benefit from the providing of the works, performances and
audio/visual products by its users; and (v) after receiving a notice from the copyright holder,
it promptly deletes the allegedly infringing works, performances and audio/visual products
pursuant to the regulation; and

(4) an internet information service provider that provides its users with search engine or link
services should not be required to assume the indemnification liabilities if, after receiving a
notice from the copyright holder, it disconnects the link to the allegedly infringing works,
performances and audio/visual products pursuant to the regulation, unless it is aware of or
should reasonably have known the infringement.

Measures on Administrative Protection of Internet Copyright, which were promulgated by the MII

and the National Copyright Administration of the PRC (the “NCAC”) and took effect on May 30, 2005,
provide that an internet information service provider shall take measures to remove the relevant
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contents, record relevant information after receiving the notice from the copyright owner that some
content communicated through internet infringes upon his/its copyright and preserve the copyright
owner’s notice for six months. Where an internet information service provider clearly knows an internet
content provider’s tortuous act of infringing upon another’s copyright through internet, or fails to take
measures to remove relevant contents after receipt of the copyright owner’s notice although it does not
know it clearly, and meanwhile damages public benefits, the infringer shall be ordered to stop the
tortious act, and may be imposed of confiscation of the illegal proceeds and a fine of not more than
three times the illegal business amount; if the illegal business amount is difficult to be calculated, a
fine of not more than RMB100,000 may be imposed.

The Notice on Regulating Copyright Order of Internet Reproduction issued by the NCAC in 2015
includes the following four major points: (1) clarify certain important issues related to internet
copyrights in existing laws and regulations, including the definition of news, clarify statutory licenses
that are not applicable to internet copyrights and prohibit the distortion of title and work intent; (2)
guide the press and media to further improve the internal management of copyrights, especially
requesting the press to clarify the copyright sources of their content; (3) encourage the press and
internet media to actively carry out copyright cooperation; and (4) ask the copyright administrations at
all levels to strictly implement copyright supervision.

The Computer Software Copyright Registration Measures (the “Software Copyright Registration
Measures”), which were promulgated by the NCAC on February 20, 2002, regulate registrations of
software copyright, exclusive licensing contracts for software copyright and transfer contracts. The
NCAC shall be the competent authority for the nationwide administration of software copyright
registration and the Copyright Protection Center of China (the “CPCC”) is designated as the software
registration authority. The CPCC shall grant registration certificates to the Computer Software
Copyrights applicants which conforms to the provisions of both the Software Copyright Registration
Measures and the Computer Software Protection Regulations (Revised in 2013).

Provisions of the Supreme People’s Court on Certain Issues Related to the Application of Law in
the Trial of Civil Cases Involving Disputes over Infringement of the Right of Dissemination through
Information Networks provide that web users or web service providers who create works, performances
or audio-video products, for which others have the right of dissemination through information networks
or are available on any information network without authorization shall be deemed to have infringed
upon the right of dissemination through information networks.

The Notice on Launching “Jian Wang 2020” Special Actions Against Internet Piracy and
Copyright Infringement, jointly issued by NCAC, MIIT, the MPS and CAC in 2020 includes carrying
out special rectification of audio-visual works copyright, e-commerce platform copyright, social
platform copyright, online education copyright, and consolidate the achievements of copyright
management in key areas, including strengthen the protection of music copyright, and promote the
improvement of online music copyright authorization system.

Trademark

Trademarks are protected by the Trademark Law of the PRC, which was promulgated on August
23, 1982 and last amended on April 23, 2019, as well as the Implementation Regulation of the PRC
Trademark Law, which was adopted by the State Council on August 3, 2002 and amended on April 29,
2014. In the PRC, registered trademarks include commodity trademarks, service trademarks, collective
marks and certification marks.

The PRC Trademark Office of National Intellectual Property Administration (the “Trademark
Office”) is responsible for the registration and administration of trademarks throughout the PRC, and
grants a term of ten years to registered trademarks. Trademarks are renewable every ten years where a
registered trademark needs to be used after the expiration of its validity term. A registration renewal
application shall be filed within twelve months prior to the expiration of the term. A trademark
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registrant may license its registered trademark to another party by entering into a trademark license
contract. Trademark license agreements must be filed with the Trademark Office to be recorded. The
licensor shall supervise the quality of the commodities on which the trademark is used, and the licensee
shall guarantee the quality of such commodities. As with trademarks, the PRC Trademark Law has
adopted a “first come, first file” principle with respect to trademark registration. Where trademark for
which a registration application has been made is identical or similar to another trademark which has
already been registered or been subject to a preliminary examination and approval for use on the same
kind of or similar commodities or services, the application for registration of such trademark may be
rejected. Any person applying for the registration of a trademark may not prejudice the existing right
first obtained by others, nor may any person register in advance a trademark that has already been used
by another party and has already gained a “sufficient degree of reputation” through such party’s use.

Patent

Patents are protected by the Patent Law of the PRC, which was promulgated on March 12, 1984
and last amended on October 17, 2020 with effect from June 1, 2021. A patentable invention or utility
model must meet three conditions: novelty, inventiveness and practical applicability. Patents cannot be
granted for scientific discoveries, rules and methods for intellectual activities, methods used to diagnose
or treat diseases, animal and plant breeds, methods of nuclear transformation or substances obtained by
means of nuclear transformation. The Patent Office under the National Intellectual Property
Administration is responsible for receiving, examining and approving patent applications. A patent is
valid for a twenty-year term for an invention, a ten-year term for a utility model and a fifteen-year term
for a design. Except under certain specific circumstances provided by law, any third-party user must
obtain consent or a proper license from the patent owner to use the patent, or else the use will
constitute an infringement of the rights of the patent holder.

Domain Names

Domain names are protected under the Administrative Measures on the Internet Domain Names
promulgated by MIIT. MIIT is the major regulatory body responsible for the administration of the PRC
internet domain names, under supervision of which the China Internet Network Information Center (the
“CNNIC”) is responsible for the daily administration of .cn domain names and Chinese domain names.
The CNNIC adopts the “first to file” principle with respect to the registration of domain names. In
November 2017, MIIT promulgated the Notice of the Ministry of Industry and Information Technology
on Regulating the Use of Domain Names in Providing Internet-based Information Services, which
became effective on January 1, 2018. Pursuant to the notice, the domain name used by an internet-based
information service provider in providing internet-based information services must be registered and
owned by such provider in accordance with the law. If the internet-based information service provider
is an entity, the domain name registrant must be the entity (or any of the entity’s shareholders), or the
entity’s principal or senior manager.

REGULATIONS RELATED TO FOREIGN EXCHANGE
General Administration of Foreign Exchange

Under the PRC Foreign Currency Administration Rules promulgated by the State Council on
January 29, 1996 and last amended on August 5, 2008 and various regulations issued by SAFE and
other relevant PRC government authorities, Renminbi is convertible into other currencies for the
purpose of current account items, such as trade related receipts and payments, payment of interest and
dividends. The conversion of Renminbi into other currencies and remittance of the converted foreign
currency outside the PRC for the purpose of capital account items, such as direct equity investments,
loans and repatriation of investment, requires the prior approval from SAFE or its local branches.
Payments for transactions that take place within the PRC must be made in Renminbi. Unless otherwise
provided by laws and regulations, PRC companies may repatriate foreign currency payments received
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from abroad or retain the same abroad. Foreign exchange proceeds under the current accounts may be
either retained or sold to a financial institution engaging in settlement and sale of foreign exchange
pursuant to relevant rules and regulations of the PRC.

REGULATIONS RELATED TO OFFSHORE INVESTMENT

Pursuant to SAFE’s Notice on Relevant Issues Concerning Foreign Exchange Administration for
PRC Residents to Engage in Financing and Inbound Investment via Overseas Special Purpose Vehicles
(“SAFE Circular 75”), which became effective on November 1, 2005, the domestic residents, including
domestic individuals and domestic companies, must register with local branches of SAFE in connection
with their direct or indirect offshore investment in an overseas special purpose vehicle (the “Overseas
SPV”), for the purposes of overseas equity financing activities, and to update such registration in the
event of any significant changes with respect to that offshore company.

On July 4, 2014, SAFE promulgated the Notice of the State Administration of Foreign Exchange
on Issues Relating to Foreign Exchange Control for Overseas Investment and Financing and
Round-tripping by Chinese Residents through Special Purpose Vehicles (“SAFE Circular 37”), which
replaced SAFE Circular 75, for the purpose of simplifying the approval process and promoting
cross-border investments. SAFE Circular 37 supersedes SAFE Circular 75 and revises and regulates the
relevant matters involving foreign exchange registration for round-trip investment. Under SAFE
Circular 37, a domestic resident must register with the local SAFE branch before he or she contributes
assets or equity interests in an Overseas SPV that is directly established or indirectly controlled by the
domestic resident for the purpose of conducting investment or financing. In addition, in the event of
any change of basic information of the Overseas SPV such as the individual shareholder, name,
operation term, etc., or if there is a capital increase, decrease, equity transfer or swap, merge, spin-off
or other amendment of the material items, the domestic resident shall complete the change of foreign
exchange registration procedures for offshore investment. According to the procedural guideline as
attached to SAFE Circular 37, the principle of review has been changed to “the domestic individual
resident shall only register the Overseas SPV directly established or controlled (first level).”

At the same time, SAFE has issued the Operation Guidance for the Issues Concerning Foreign
Exchange Administration Over Round-trip Investment with respect to the procedures for SAFE
registration under SAFE Circular 37, which became effective on July 4, 2014 as an attachment to SAFE
Circular 37. Under the relevant rules, failure to comply with the registration procedures set out in
SAFE Circular 37 may result in restrictions being imposed on the foreign exchange activities of the
relevant onshore company, including the payment of dividends and other distributions to its offshore
parent or affiliate, and may also subject relevant PRC residents to penalties under PRC foreign
exchange administration regulations. PRC residents who hold any shares in the company from time to
time are required to register with SAFE in connection with their investments in the company.

On February 13, 2015, SAFE promulgated the Notice on Further Simplifying and Improving
Policies for the Foreign Exchange Administration of Direct Investment, effective from June 1, 2015,
which further amended SAFE Circular 37 by requiring domestic residents to register with qualified
banks rather than SAFE or its local branches in connection with their establishment or control of an
offshore entity established for the purpose of overseas investment or financing.

REGULATIONS RELATED TO TAX
Enterprise Income Tax

The Law of the PRC on Enterprise Income Tax and The Regulations for the Implementation of the
Law on Enterprise Income Tax (collectively, the “EIT Laws”) were promulgated on March 16, 2007 and
December 6, 2007, respectively, and were most recently amended on December 29, 2018 and April 23,
2019, respectively. According to the EIT Laws, taxpayers consist of resident enterprises and
non-resident enterprises. Resident enterprises are defined as enterprises that are established in the PRC
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in accordance with PRC laws, or that are established in accordance with the laws of foreign countries
but whose actual or de facto control is administered from within the PRC. Non-resident enterprises are
defined as enterprises that are set up in accordance with the laws of foreign countries and whose actual
administration is conducted outside the PRC, but have established institutions or premises in the PRC,
or have no such established institutions or premises but have income generated from inside the PRC.
Under the EIT Laws and relevant implementing regulations, a uniform EIT rate of 25% is applicable.
However, if non-resident enterprises have not formed permanent establishments or premises in the PRC,
or if they have formed permanent establishment institutions or premises in the PRC but there is no
actual relationship between the relevant income derived in the PRC and the established institutions or
premises set up by them, the enterprise income tax is, in that case, set at the rate of 10% for their
income sourced from inside the PRC.

Notice Regarding the Determination of Chinese-Controlled Offshore Incorporated Enterprises as
the PRC Tax Resident Enterprises on the Basis of De Facto Management Bodies (“Circular 82”), which
was promulgated by SAT on April 22, 2009 and amended on January 29, 2014 and December 29, 2017,
sets out the standards and procedures for determining whether the “de facto management body” of an
enterprise registered outside of the PRC and controlled by PRC enterprises or PRC enterprise groups is
located within the PRC.

According to Circular 82, a Chinese-controlled offshore incorporated enterprise will be regarded
as a PRC tax resident by virtue of having a “de facto management body” in the PRC and will be subject
to PRC EIT on its worldwide income only if all of the following criteria are met: (1) the primary
location of the day-to-day operational management is in the PRC; (2) decisions relating to the
enterprise’s financial and human resource matters are made or are subject to approval by organizations
or personnel in the PRC; (3) the enterprise’s primary assets, accounting books and records, company
seals, and board and shareholders meeting minutes are located or maintained in the PRC; and (4) 50%
or more of voting board members or senior executives habitually reside in the PRC.

The EIT Laws permit certain HNTEs to enjoy a reduced 15% EIT rate subject to these HNTEs
meeting certain qualification criteria. In addition, the relevant EIT laws and regulations also provide
that entities recognized as Software Enterprises are able to enjoy a tax holiday consisting of a
two-year-exemption commencing from their first profitable calendar year and a 50% reduction in
ordinary tax rate for the following three calendar years, while entities qualified as key software
enterprises can enjoy a preferential EIT rate of 10%.

The SAT Public Notice 7 was issued by SAT on February 3, 2015 and most recently amended
pursuant to the Announcement on Issues Concerning the Withholding of Enterprise Income Tax at
Source on Non-PRC Resident Enterprises, which was issued by SAT on October 17, 2017 and became
effective on December 1, 2017. Pursuant to the SAT Public Notice 7, an “indirect transfer” of assets,
including equity interests in a PRC resident enterprise, by non-PRC resident enterprises may be
re-characterized and treated as a direct transfer of PRC taxable assets, if the arrangement does not have
a reasonable commercial purpose and was established for the purpose of avoiding payment of PRC EIT.
As a result, gains derived from an indirect transfer may be subject to PRC EIT. According to the SAT
Public Notice 7, “PRC taxable assets” include assets attributed to an establishment or a place of
business in the PRC, immovable properties in the PRC, and equity investments in PRC resident
enterprises. In respect of an indirect offshore transfer of assets of a PRC establishment or place of
business, the relevant gain is to be regarded as effectively connected with the PRC establishment or a
place of business and therefore included in its EIT filing, and would consequently be subject to PRC
EIT at a rate of 25%. Where the underlying transfer relates to the immovable properties in the PRC or
to equity investments in a PRC resident enterprise, which is not effectively connected to a PRC
establishment or a place of business of a non-resident enterprise, a PRC EIT rate at 10% would apply,
subject to available preferential tax treatment under applicable tax treaties or similar arrangements, and
the party who is obligated to make the transfer payments has the withholding obligation. There is
uncertainty as to the implementation details of the SAT Public Notice 7.
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VAT and Business Tax

Before August 2013 and pursuant to applicable PRC tax regulations, any entity or individual
conducting business in the service industry is generally required to pay a business tax at the rate of 5%
on the revenue generated from providing services. However, if the services provided are related to
technology development and transfer, the business tax may be exempted subject to approval by the
relevant tax authorities.

In November 2011, MOF and SAT promulgated the Pilot Plan for Imposition of Value-Added Tax
to Replace Business Tax. In May and December 2013, April 2014, March 2016 and July 2017, MOF
and SAT promulgated five circulars to further expand the scope of services that are to be subject to
VAT instead of business tax. Pursuant to these tax rules, from August 1, 2013, VAT was imposed to
replace the business tax in certain service industries, including technology services and advertising
services, and from May 1, 2016, VAT replaced business tax in all industries, on a nationwide basis. On
November 19, 2017, the State Council further amended the Interim Regulation of PRC on Value Added
Tax to reflect the normalization of the pilot program. The VAT rates generally applicable are simplified
as 17%, 11%, 6% and 0%, and the VAT rate applicable to the small-scale taxpayers is 3%. Unlike
business tax, a taxpayer is allowed to offset the qualified input VAT paid on taxable purchases against
the output VAT chargeable on the revenue from services provided.

On April 4, 2018, MOF and SAT issued the Notice on Adjustment of VAT Rates, which came into
effect on May 1, 2018. According to the notice, starting from May 1, 2018, the taxable goods
previously subject to VAT rates of 17% and 11%, respectively, become subject to lower VAT rates of
16% and 10%, respectively.

On March 20, 2019, MOF, SAT and the General Administration of Customs issued the
Announcement on Policies for Deepening the VAT Reform, which came into effect in April 2019, to
further slash VAT rates. According to the announcement, (1) for general VAT payers’ sales activities or
imports previously subject to VAT at an existing applicable rate of 16% or 10%, the applicable VAT rate
is adjusted to 13% or 9% respectively; (2) for the agricultural products purchased by taxpayers to which
an existing 10% deduction rate is applicable, the deduction rate is adjusted to 9%; (3) for the
agricultural products purchased by taxpayers for production or commissioned processing, which are
subject to VAT at 13%, the input VAT will be calculated at a 10% deduction rate; (4) for the exportation
of goods or labor services that are subject to VAT at 16%, with the applicable export refund at the same
rate, the export refund rate is adjusted to 13%; and (5) for the exportation of goods or cross-border
taxable activities that are subject to VAT at 10%, with the export refund at the same rate, the export
refund rate is adjusted to 9%.

REGULATIONS RELATED TO EMPLOYMENT AND SOCIAL WELFARE
Labor Contract Law

According to the Labor Law of the PRC promulgated on July 5, 1994 and last amended on
December 29, 2018, enterprises and institutions shall establish and improve their system of workplace
safety and sanitation, strictly abide by state rules and standards on workplace safety, educate laborers in
labor safety and sanitation in the PRC. Labor safety and sanitation facilities shall comply with
state-fixed standards. Enterprises and institutions shall provide laborers with a safe workplace and
sanitation conditions which are in compliance with state stipulations and the relevant articles of labor
protection. The PRC Labor Contract Law, which was implemented on January 1, 2008 and amended on
December 28, 2012, is primarily aimed at regulating employee/employer rights and obligations,
including matters with respect to the establishment, performance and termination of labor contracts.
Pursuant to the PRC Labor Contract Law, labor contracts shall be concluded in writing if labor
relationships are to be or have been established between enterprises or institutions and the laborers.
Enterprises and institutions are forbidden to force laborers to work beyond the time limit and employers
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shall pay laborers for overtime work in accordance with the laws and regulations. In addition, labor
wages shall not be lower than local standards on minimum wages and shall be paid to laborers in a
timely manner.

Social Insurance and Housing Fund

As required under the Regulation of Insurance for Labor Injury implemented on January 1, 2004
and amended on December 20, 2010, Provisional Measures for Maternity Insurance of Employees of
Corporations implemented on January 1, 1995, Decisions on the Establishment of a Unified Program
for Basic Old-Aged Pension Insurance for Employees of Corporations of the State Council issued on
July 16, 1997, Decisions on the Establishment of the Basic Medical Insurance Program for Urban
Workers of the State Council promulgated on December 14, 1998, Unemployment Insurance Measures
promulgated on January 22, 1999 and Social Insurance Law of the PRC implemented on July 1, 2011
and amended on December 29, 2018, enterprises are obliged to provide their employees in China with
welfare schemes covering pension insurance, unemployment insurance, maternity insurance, labor
injury insurance and medical insurance. These payments are made to local administrative authorities
and any employer that fails to contribute may be fined and ordered to make up within a prescribed time
limit.

In accordance with the Regulations on the Management of Housing Funds which were
promulgated by the State Council on April 3, 1999 and last amended on March 24, 2019, enterprises
must register at the competent managing center for housing funds and upon the examination by such
managing center of housing funds, these enterprises shall complete procedures for opening an account
at the relevant bank for the deposit of employees’ housing funds. Enterprises are also required to pay
and deposit housing funds on behalf of their employees in full and in a timely manner.

REGULATIONS RELATED TO STRICTLY COMBATING ILLEGAL SECURITIES ACTIVITIES

On July 6, 2021, the General Office of the CPC Central Committee and the General Office of the
State Council jointly promulgated the Opinions on Strictly Combating Illegal Securities Activities in
Accordance with the Law, which called for the enhanced administration and supervision of
overseas-listed China-based companies, proposed to revise the relevant regulation governing the
overseas issuance and listing of shares by such companies and clarified the responsibilities of
competent domestic industry regulators and government authorities.

REGULATIONS RELATED TO OVERSEAS SECURITIES OFFERING AND LISTING

Two draft regulations relating to overseas listing, i.e., the Provisions of the State Council on the
Administration of Overseas Securities Offering and Listing by Domestic Companies (Draft for
Comments) and the Administrative Measures for the Filing of Overseas Securities Offering and Listing
by Domestic Companies (Draft for Comments), were released on December 24, 2021 for public
comments. Pursuant to such draft regulations, domestic companies that apply for overseas listing are
required to, among others, file and report to the CSRC. Uncertainties exist regarding the final form of
these regulations and their interpretation and implementation after promulgation.
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Unless otherwise indicated, the information contained in this section is derived from various
governmental and official publications, other publications and the market research report
commissioned by us and prepared by Frost & Sullivan. We believe that the sources of information
are appropriate, and we have taken reasonable and cautious care in extracting and reproducing such
information. We have no reason to believe that such information is false or misleading or that any
fact has been omitted that would render such information false or misleading. We, the Joint
Sponsors, the Joint Bookrunners, the Joint Lead Managers, the Underwriters or any of our or their
respective directors, senior management, representatives or any other person involved in the Global
Offering have not independently verified information and statistics from official government sources
and have made no representation as to the accuracy and completeness thereof.

SOURCES OF INFORMATION

This section includes information from the F&S Report, a report commissioned by us, as we
believe such information imparts a greater understanding of the industry. We also commissioned Frost
& Sullivan to conduct a user survey to better understand our users’ profile, consumer behavior and
other related information, and our reputation among users. Frost & Sullivan is a global consulting
company and an independent third party. Founded in 1961, it has 45 offices worldwide with over 3,000
industry consultants, market research analysts and economists. We have agreed to pay Frost & Sullivan
a total of approximately RMB1.5 million in fees for its commissioned undertakings. We believe that the
payment of such fees does not impair the fairness of the conclusions drawn in the F&S Report and the
F&S Survey. Figures and statistics provided in this prospectus and attributed to Frost & Sullivan, the
F&S Report and the F&S Survey have been extracted from the F&S Report and published with the
consent of Frost & Sullivan.

In preparing the F&S Report, Frost & Sullivan performed primary research which involved
conducting interviews with leading industry participants and experts and secondary research which
involved reviewing company reports, independent research reports and data based on Frost & Sullivan’s
research database. Frost & Sullivan also assumed that (1) China’s economy is likely to maintain its
steady growth in the forecast period, (2) China’s social, economic and political environment is likely to
remain stable in the forecast period, and (3) relevant market drivers are likely to drive the growth of
China’s career test preparation industry.

DIRECTORS’ CONFIRMATION

After making reasonable inquiries, our Directors confirm that there has been no adverse change in
the market information presented in the F&S Report since the date of the report that may qualify,
contradict or impact the information in this section.

THE VOCATIONAL EDUCATION AND TRAINING INDUSTRY IN CHINA

China’s vocational education and training (“VET”) system can be categorized into formal VET
and non-formal VET. Formal VET provides students with diplomas recognized by the PRC government
upon completion. In contrast, non-formal VET equips students with knowledge and skills required for
future employment without granting an official degree or diploma. The following diagram illustrates a
simplified structure of China’s VET system.
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In recent years, the PRC government has promulgated various favorable policies and regulations
to promote vocational education, indicating its growing importance to China’s education system and
economic development. For example, the State Council issued the Implementation Plan for the National
Vocational Education and Training Reform (@I%ﬁﬁ%%ﬁﬁﬂii%ﬁ%ﬁ%) in February 2019, which
encourages private sector involvement in vocational education. In March 2021, the State Council issued
the draft amendments to the Vocational Education and Training Law of the PRC (H#E A R 4L 0[5 ik 2
HEZ(EFTHS)), which seeks to emphasize that vocational education and general education are
equally important and call for societal participation in establishing vocational education schools and
training institutions.

Driven by the favorable regulatory environment and the increasing competition and the rising
credential requirements in the job market, China’s VET industry, in terms of revenue, increased from
RMB516.7 billion in 2016 to RMB781.1 billion in 2021 at a CAGR of 8.6% and is expected to reach
RMB1,097.9 billion in 2026 at a CAGR of 7.0% from 2021 to 2026, according to the F&S Report.

Market Size of China’s VET Industry, 2016-2026E"
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Source: Ministry of Education; Ministry of Human Resources and Social Security; F&S Report

(1)  The aggregate revenue of China’s non-formal VET industry includes tuitions paid by, or tuition revenue received from,
individual students, excluding (i) public expenditures by the PRC central and local governments that are allocated to
non-formal VET, and (ii) revenue generated from corporate training.
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THE NON-FORMAL VET INDUSTRY IN CHINA
China’s non-formal VET consists of (1) career test preparation, which targets students seeking to
secure a job position in government-sponsored institutions or various professions and industries through

recruitment examinations, or acquire a professional certificate through qualification examinations, and
(2) vocational skill training, which targets students seeking to acquire vocational skills in a specific

area.
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Driven by the growing number of students enrolled in higher education institutions and the rising
demand for professionals with requisite credentials and qualifications in China’s job market, an
increasing number of soon-to-be university graduates and young professionals are prompted to enhance
their competence and boost their career prospects through career test preparation services, which has
resulted in the faster growth of the career test preparation industry, compared to the overall non-formal
VET industry. According to the F&S Report, China’s non-formal VET industry, in terms of revenue,
increased from RMB120.5 billion in 2016 to RMB221.5 billion in 2021 at a CAGR of 12.9% and is
expected to reach RMB331.7 billion in 2026 at a CAGR of 8.4% from 2021 to 2026.

Market Size of China’s Non-formal VET Industry, 2016-2026E
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Source: Ministry of Education; Ministry of Human Resources and Social Security; F&S Report

In addition, the unique student enrollments of China’s non-formal VET industry increased from
25.4 million in 2016 to 36.8 million in 2021 at a CAGR of 7.7% and are expected to reach 46.7 million
in 2026 at a CAGR of 4.9% from 2021 to 2026, according to the F&S Report.
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Unique Student Enrollments of China’s Non-formal VET Industry, 2016-2026E
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China’s non-formal VET service providers are expected to continue to integrate online and offline
resources to better address students’ diversified learning needs, which also serves to expand their
revenue streams. They will also seek to extend their service offerings beyond pre-employment training
and offer comprehensive services covering the entire career development path, such as on-the-job
training designed for career advancement opportunities. Non-formal VET service providers may further
enrich their course offerings to cover additional adjacent verticals that complement their existing
businesses. Non-formal VET service providers with strong brand recognition and robust curriculum
development capability can more effectively scale up their operations and develop comprehensive and
synergetic products and services, which allows them to outperform their competitors.

Competitive Landscape of China’s Non-formal VET Industry

China’s non-formal VET industry is highly fragmented, with the top five players accounting for an
aggregate market share of 8.0% in terms of revenue in 2021. We ranked No. 3 with a market share of
1.4% in 2021.

Revenue from
Non-formal VET

Ranking Non-formal VET Service Provider Services Market Share
(RMB in billions) (%)

1 Company AV 6.9 3.1%

2 Company E® ... ... ... ... ... ... ... ... 4.1 1.8%

3 Fenbi®™ .. ... .. .. ... ... ... ... .. ... 3.0 1.4%

4 Company B® ... ... ... . ... ... L. 1.9 0.9%

5 Company C® ... ... ... 1.8 0.8%
Top Five . . . ... ... ... .. .. .. ........ 17.7 8.0%
Total . .. ...... ... . . . . . ... 221.5 100.0%

Source: F&S Report

(1)  Founded in 1999, Company A is a public company listed on the Shenzhen Stock Exchange primarily focusing on
providing offline recruitment examination tutoring services.

(2) Founded in 1988, Company E is a public company listed on the Stock Exchange primarily focusing on providing
vocational skill training services.

3) As for Fenbi, revenue from non-formal VET services represented its total revenue generated from online and
classroom-based tutoring courses minus revenue generated from its graduate school entrance examination
preparation courses and English test preparation courses for college students.

4) Founded in 2006, Company B is a private company primarily focusing on providing online qualification
examination tutoring services.

%) Founded in 2000, Company C is a private company primarily focusing on providing online qualification
examination tutoring services.
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THE CAREER TEST PREPARATION INDUSTRY IN CHINA
Overview of China’s Career Test Preparation Industry

Career test preparation generally targets adult students, primarily including graduates or students
of higher education and employees with a bachelor’s degree (or an associate’s degree (X)) or above,
who seek to work in government-sponsored institutions or certain professions and industries of similar
nature, and provide them with recruitment examination tutoring and qualification examination tutoring.
Career test preparation services generally prepare students for both written tests and interview tests, and
are delivered through online and offline channels covering in-class learning and after-class exercises.
By comparison, vocational skill training primarily helps graduates or students of senior secondary
educational background acquire specialized vocational skills through training courses and field practice.

Recruitment and qualification examinations are generally results-driven. Upon passing the relevant
examination, a student is able to secure a job opportunity or obtain a qualification certificate. As such,
students are prompted to participate in career test preparation to improve their chances of passing the
relevant examination. Some students, especially adult students with full-time jobs, are inclined to have
more flexibility to take courses at their preferred time and location, while some other students prefer to
prepare for the relevant examinations in a more scheduled, intensive and fully-devoted manner.
Therefore, there is sustained demand for both online and classroom-based career test preparation
services. When choosing the suitable service provider, a student typically makes determination based on
whether a provider can satisfactorily address his or her learning needs with appropriate teaching mode
and curriculum design.

Career Test Preparation Dimension for Vocational Skill Training
v Comparison v

‘ Features of }
Examination

*  Written tests and interviews * Operational practice focused

* Training courses (both online and offline) Training + Training ooursos (mostly offling)

* Mock examination ‘ Course }
* Online question bank (exercises, practices, etc.) Formats * Field practice
) i X * Graduates or students of senior secondary education
* Graduates or students of higher education (including high school and senior vocational education)
« Employed persons with a bachelor’s degree or an ‘ Target « Employed persons
associate’s degree or above Population

Rk * Mainly aged from 15 to 45
* Mainly aged from 18 to 45

*  Government

* Public institutions « Skilled blue collar workers, such as chef, excavator

C Path . .
4 areer £ ’ driver and crane driver

e Certain Professions and industries, such as teaching,
healthcare, finance and accounting, law, and

construction

Source: F&S Report
Market Size of China’s Career Test Preparation Industry

Driven by, among other things, the intensified competition in China’s job market and favorable
government regulations and policies, China’s career test preparation industry has manifested significant
upside potential. According to the F&S Report, China’s career test preparation industry, in terms of
revenue, increased from RMB32.5 billion in 2016 to RMB69.1 billion in 2021 at a CAGR of 16.3% and
is expected to reach RMB110.2 billion in 2026 at a CAGR of 9.8% from 2021 to 2026. With continuous
technological advancements and the proliferation of mobile devices, career test preparation services in
China have transformed from a pure-play classroom-based format to a mix of online and offline
settings. In addition, an increasing number of career test preparation service providers have been
exploring online course delivery as an alternative to the traditional classroom-based teaching format
ahmid t{le COVID-19 outbreak, which has further facilitated the integration of online and offline
channels.
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In addition, the unique student enrollments of China’s career test preparation industry increased
from 9.1 million in 2016 to 16.2 million in 2021 at a CAGR of 12.2% and are expected to reach 22.4
million in 2026 at a CAGR of 6.7% from 2021 to 2026, according to the F&S Report.

Unique Student Enrollments of China’s Career Test Preparation Industry, 2016-2026E

Unique Student Enrollments (in millions)

Source:
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Key Drivers for China’s Career Test Preparation Industry

According to the F&S Ref)ort, the development of China’s career test preparation industry has

been primarily driven by the fol

owing factors.

Favorable government policies. The PRC government has issued various favorable policies
to promote vocational education and training and facilitate orderly market develogmeng such
as g)r the Action Plan to Improve the Quality of Vocational Education (2020-2023) (Hﬁ&%?ﬁl
BERE R EATEEH](2020-20234F)) d'ointly released by nine PRC regulatory authorities,
including the MOE, in September 2020, which aims to continue to improve the fairness,
justice and quality of vocational education in China and accelerate its modernization, and (2)
the Opinions on Promoting the High-quality Development of Modern Vocational Education
and Training (Eﬁﬁ@fﬁiﬂﬁgﬁﬁﬁﬁﬁﬁlﬁ%EE%@@E"JEE) jointly released by the General
Office of the CPC Central Committee and the General Office of the State Council in October
2021, which aims to establish a modern vocational education system in China by 2025 and
continuouslhf improve China’s vocational education to make it among the best in the world
by 2035. The government support is expected to facilitate the sustained growth of China’s
career test preparation industry.

Technology-driven service upgrade. RTC audio and video technologies have made immersive
and interactive online courses possible, which enables career test preparation service
roviders to attract a broader student base, including adults with a full-time job and students
rom lower-tier cities who lack access to quality career test preparation services. In addition,
while traditional offline tutoring courses are often unable to address a student’s individual
learning needs with a one-size-fits-all approach, the advancement of Al technologies and
behavioral data analytics enables service providers to offer tailor-made learning content and
plans, which have led to the growing demand for technology-driven tutoring services.
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Intensified competition in the job market. Given the intense competition in the job market,
an increasing number of candidates, primarily including both young professionals and
soon-to-be graduates, are expected to develop new skills and purchase career test preparation
services to enhance their competence and increase their chances of securing preferred job
positions or obtaining requisite certifications and qualifications. As a result, the penetration
rate of career test preparation services in China is expected to increase from 25.6% in 2021
to 28.9% in 2026, according to the F&S Report.

OMO integration. The robust development of internet infrastructure and technologies enables
the OMO integration of career test preparation services. Traditional offline training
institutions are able to provide online courses and services through the internet to enlarge
their student base and enhance brand recognition. Internet-born service providers can also
expand into the offline sector to diversify their revenue streams. As a result, an increasin

number of career test preparation service providers have delivered their services throug

both online and offline channels, with more learning options and product offerings, which is
expected to further facilitate the penetration rate of China’s career test preparation services.

Entry Barriers to China’s Career Test Preparation Industry

According to the F&S Report, the career test preparation industry in China has the following entry

barriers.

Technological capability. In order to better accommodate the increasing complexity of
examinations and the growin% number of applicants, the ability to leverage online platforms
and various technologies to effectively serve the diversified learning needs of a large number
of students has been increasingly important. As such, technological capability has become a
key differentiating factor in China’s career test preFaration industry, especially for players
who focus primarily on the online sector. Established industry participants with solid
technology infrastructure can support stable and smooth in-class experience through online
channels and improve learning outcomes for students with technology-driven products and
toolkits, which sets a high entry barrier for new entrants. Moreover, while existing players,
supported by big data accumulation, are able to formulate well-crafted curricula and
reference materials and provide targeted after-class services, new entrants generally are not
able to provide such services due to their limited operating history. Additionally, leveraging
their massive user base and big data accumulation, leading online players can manage and
direct their offline expansion efforts more cost-effectively with data-driven insights.

Brand recognition. Given the result-oriented nature of career test preparation services,
students often prefer to choose a well-established brand with a proven track record. As such,
service providers with strong brand awareness can leverage word-of-mouth referrals to grow
the student base more cost-effectively. Brand recognition requires long-term efforts to
cultivate, which poses considerable challenges to new market entrants.

High-caliber teaching staff. High-caliber teaching staff are at the core of satisfactory
learning outcomes and examination passage rates, which are highly valued by students when
choosing service providers. Established career test preparation service providers generally
have a deep bench of qualified teaching staff. In addition, long-stan inl% players in the
industry can continue to attract and retain high-caliber teaching staff with brand reputation,
competitive compensation package and well-designed instructor training system. Given the
intense competitlon for teaching talents in this field, the difficulty of recruiting qualified
teaching staff may deter new players from entering the industry.

Comprehensive content offerings supﬁorted by robust content development capability. The
ability to develop and deliver comprehensive content offerings is one of the core competitive
edges in China’s career test preparation industry. The quality of course and curriculum
designs are the principal factors considered by students when choosing service providers.
The flagship courses offered by leading career test preparation service providers have gone
through years of practical evaluations and, based on firsthand course delivery experience,
have been developed with well-structured syllabi and proven learning outcomes. In addition,
established market players with comprehensive course offerings can capture diversified
learning needs to expand cross-selling and up-selling opportunities. However, it can be
difficult for new entrants to launch well-structured courses or build a comprehensive course
matrix in a short time. The coverage and quality of course offerings are dependent upon the
content development capability of career test preparation service providers. Robust content
development capability usually requires years of experience and a sophisticated content
development team, which are not readily available for new market entrants.

Competitive Landscape of China’s Career Test Preparation Industry

China’s career test preparation industr¥ is relatively fragmented, with the tOE five players
.1 e

accounting for an aggregate market share of 2

% in terms of revenue in 2021. We ranked No. 2 with

a 4.3% market share in 2021. In 2021, the market size of China’s career test preparation industry in
terms of revenue was RMB69.1 billion, accounting for 31.2% of the market size of the non-formal VET
industry in China.
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Career Test Preparation Service Revenue from Career Test
Ranking Provider Preparation Services Market Share
(RMB in billions) (%)

1 Company AV ... ... ... ... 6.9 10.0%

2 Fenbi® .. .. ............. 3.0 4.3%

3 Company B® . .. ... ... ... .. 1.9 2.7%

4 Company C¥ . .. ........... 1.8 2.6%

5 Company D® .. .. ... .. ... .. 1.7 2.5%
Top Five .. ............... 15.3 22.1%
Total . ................... 69.1 100.0%

Source: F&S Report

(1) Founded in 1999, Company A is a public company listed on the Shenzhen Stock Exchange primarily focusing on
providing offline recruitment examination tutoring services.

(2) As for Fenbi, revenue from career test preparation services represented its total revenue generated from online and
classroom-based tutoring courses minus revenue generated from its graduate school entrance examination
preparation courses and English test preparation courses for college students.

3) Founded in 2006, Company B is a private company primarily focusing on providing online qualification
examination tutoring services.

4) Founded in 2000, Company C is a private company primarily focusing on providing online qualification
examination tutoring services.

%) Founded in 2001, Company D is a private company primarily focusing on providing offline recruitment examination
tutoring services.

We have been devoted to innovating the traditional offline teaching and learning settings with
technologies, and have prompted the development of China’s career test preparation industry in various
aspects since our inception, according to the F&S Report. As an internet-born market leader in China’s
career test preparation industry, we launched our offline course offerings on a large-scale basis in May
2020 and achieved online-offline synergy by leveraging our established large user base and
comprehensive course offerings on Fenbi online platform, according to the same source. Specifically,
we generated annual online paid enrollments of over 1.0 million in the same year we launched our
online operations and annual offline paid enrollments of over 0.5 million within one year, growing at an
industry-leading pace.

According to the F&S Report, our cost structure is comparable with those of our listed industry
peers. The cost of sales of us and our peers primarily consists of employee benefit expenses and lease
expenses. Employee benefit expenses, as a major component of our total cost of sales, accounted for
42.0% of our total revenue in 2021, as compared to the industry average of 33.9%. Lease expenses
accounted for 9.5% of our total revenue in 2021, which was lower than the industry average of 12.1%.
Employee benefit expenses and lease expenses as a percentage of our total revenue decreased from
42.0% and 9.5% in 2021, respectively, to 26.3% and 5.3% in the six months ended June 30, 2022,
respectively, primarily due to (1) the optimization of our employee structure, and (2) the strategic
adjustment of the scale of our offline coverage, in addition to our overall efforts in improving
operational efficiency.

THE RECRUITMENT EXAMINATION TUTORING INDUSTRY IN CHINA
Overview of China’s Recruitment Examination Tutoring Industry

As a sub-sector of career test preparation, recruitment examination tutoring in China primarily
consists of tutoring services for (1) civil servants examinations, (2) public institution employees
examinations, and (3) teacher recruitment examinations. According to the F&S Report, China’s
recruitment examination tutoring industry, in terms of revenue, increased from RMB20.1 billion in 2016
to RMB30.5 billion in 2021 at a CAGR of 8.7% and is expected to reach RMBS50.5 billion in 2026 at a
CAGR of 10.6% from 2021 to 2026.
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Market Size of China’s Recruitment Examination Tutoring Industry, 2016-2026E
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The unique student enrollments of China’s recruitment examination tutoring industry increased
from 4.2 million in 2016 to 6.2 million in 2021 at a CAGR of 8.1% and are expected to reach 9.0
million in 2026 at a CAGR of 7.7% from 2021 to 2026.

Unique Student Enrollments of China’s Recruitment Examination Tutoring Industry, 2016-2026E
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Penetration Rate of Recruitment Examination Tutoring Industry (China), 2016-2026E
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The market size and enrollments of China’s recruitment examination tutoring industry experienced
a decrease in 2019, primarily due to a decrease in the recruitment number of government-sponsored
institutions in certain localities in 2019 as a result of institutional restructuring. For example, the
number of recruitment of the National Civil Servants Examination was 14,537 in 2019, compared with
that of 28,533 in 2018, according to the F&S Report.

The penetration rate of recruitment examination tutoring services in China is expected to increase
from 27.1% in 2021 to 31.4% in 2026, according to the F&S Report. A growing number of applicants
are expected to participate in recruitment examination tutoring to enhance their knowledge and skills so
as to increase their chances of securing preferred job positions.

Market Drivers of China’s Recruitment Examination Tutoring Industry

Recruitment examinations in China are highly competitive, as evidenced by the extremely low
passage rates. For example, in 2021, the passage rate of the written test of the National Civil Servants
Examination was 8.2%, and the final recruitment ratio of the National Civil Servants Examination was
only 1.6%, representing an average of approximately 60 applicants competing for one position.
Considering the high level of competition and difficulty of recruitment examinations, a growing number
of applications are inclined to take tutoring courses to improve their chances of securing a preferred job
position. In addition, the relatively stable and solid career prospects and returns and the satisfying
personal fulfillment of serving in the public sector have attracted an increasing number of job-seekers,
in particular the younger generation, in the China market.

According to the F&S Report, the key segments of China’s recruitment examination tutoring
industry have been driven by their respective growth drivers.

. Civil servants and public institution employees examination tutoring. In China, the
urbanization process and the rapid population growth in urban areas have led to increasing
demand from government-sponsored institutions for talents specialized in city governance
and other relevant areas. Although the government employment-to-population ratio in China,
which is calculated by dividing the population employed by governments, public institutions,
public education institutions, public hospital institutions, and other government-sponsored
social organizations by the total population, gradually increased from 2.5% in 2016 to 2.9%
in 2020, there remains considerable growth potential for employment in China’s public
sector as compared to certain developed countries. For example, the government
employment-to-population ratio of the United States, which is calculated by dividing the
government-employed population with functions including education, hospital and
healthcare, judicial and legal, public administration and welfare system by the total
population, remained relatively stable at 4.5% and 4.6% in 2016 and 2020, respectively,
according to the F&S Report. Moreover, China is expected to experience the retirement of
massive civil servants as a result of the aging workforce, which may result in a shortage in
adult employees in government-sponsored institutions. The number of applications for
government-sponsored jobs in China is likely to grow to fill up potential job openings,
which represents significant growth opportunities for China’s recruitment examination
tutoring industry.

. Teacher recruitment examination tutoring. The importance of education and the growing
appetite for small-class teaching have led to rising demand for high-caliber teachers. In
addition, the PRC government has promulgated policies and regulations to improve teachers’
socio-economic status and welfare. For example, in July 2019, the State Council issued the
Opinions on Deepening the Reform of Education and Teaching and Improving the Quality of
Compulsory Education (BHARILEELEUCE R mBEHBFTEEMWER), which calls
for competitive salaries and benefits for compulsory education teachers comparable to those
for civil servants in the same locality. As such, the teacher recruitment examination tutoring
industry in China is expected to experience rapid growth.
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OVERVIEW

We are a non-formal VET service provider in China, dedicated to making high-quality non-formal
VET services accessible through technology and innovation. The business of our Group can be traced
back to the year of 2013 when Mr. Zhang joined YUAN Inc, a leading online tutoring service provider
in China, started our online career test preparation business. Mr. Zhang and Mr. WEI Liang co-founded
the online career test preparation business with a founding team including Ms. SHENG Haiyan,
recognizing the opportunities in online education in light of the development of internet infrastructure
and technology. See “Directors and Senior Management” for the biographical details of Mr. Zhang, Mr.
WEI Liang and Ms. SHENG Haiyan. In 2015, Fenbi Bluesky, our major operating entity, was
established to operate the online career test preparation business of our Group with seed capital support
from YUAN Inc.

In 2020, our Group underwent a reorganization and was spun off from YUAN Inc, and our
Company was incorporated to become the holding company of Fenbi Bluesky. See “— Corporate
Development of Our Group — Reorganization” for details. Given that (1) the business of our Group has
been operated independently from the remaining business of YUAN Inc under a separate management
team led by Mr. ZHANG since its establishment; (2) the business of our Group and our target
customers and users are different in nature from those of YUAN Inc; and (3) the business of our Group
has been operated under a separate brand name, independently from those of YUAN Inc, the spin-off of
our Group from YUAN Inc is beneficial to both our Group and YUAN Inc in the following aspects (1)
the business of our Group is expected to undergo relatively rapid business expansion and would be
appealing to an investor base that focuses on high growth opportunities in the non-formal VET business
other than the online tutoring services targeting primarily young children provided by YUAN Inc; (2)
the spin-off could better reflect the value of our Group based on its own merits and further enhance its
operational and financial transparency through which investors would be able to appraise and assess the
performance and potential of our Group separately and distinctly from those of YUAN Inc; (3) the
spin-off would also lead to a more direct alignment of our Group’s management’s responsibilities and
accountability with the operating and financial performance of our Group; (4) the spin-off would enable
our Group to promote our brand and business to the investors independently, and enable us to directly
and independently access capital markets in the future; and (5) the spin-off and independent listing
would enhance our Group’s profile and brand name among its users and business partners.

OUR MILESTONES
The following is a summary of our key business development milestones.

Timeline Event

December 2013 We launched our first “Fenbi” mobile app, which is also the first
comprehensive online training mobile app in China’s recruitment
examination tutoring industry, according to the F&S Report.

September 2014 We launched our online civil servants examinations tutoring course,
being the first of its kind in China, according to the same source.

December 2014 We launched our in-house developed RTC video system.

March 2015 We launched the first large-scale online mock examination product in
China’s recruitment examination tutoring industry, according to the F&S
Report.

June 2015 We launched the first comprehensive online question bank in China’s

recruitment examination tutoring industry, according to the F&S Report.

December 2018 We launched the “challenge exercise” product leveraging our
industry-leading data analytics and Al technologies.
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Timeline Event

May 2020 We launched our offline course offerings on a large-scale basis to
achieve OMO synergy.

June 2020 We launched our online premium courses with personalized tutoring

December 2020

December 2021

services.
Our annual paid enrollments first crossed 9.6 million.

We established an extensive offline network covering 31 provinces,
autonomous regions and municipalities in China.

OUR PRINCIPAL SUBSIDIARIES AND OPERATING ENTITIES

The following subsidiaries of our Group had made material contribution to our results of
operations during the Track Record Period and up to the Latest Practicable Date.

Place of Interest held Principal business
Name establishment  Date of establishment by our Group activities
Fenbi Bluesky. . . ... .. PRC February 25, 2015 100% Online education and
training services
Tianxia Culture . . . . . .. PRC March 25, 2016 100% Sales of books
Tianxia Education. . . . . . PRC November 15, 2016 100% Offline education and

Lancai Tianxia ... .. ..

training services

PRC October 27, 2020 100% Book printing

CORPORATE DEVELOPMENT OF OUR GROUP

Prior to the establishment of our Company in December 2020, our businesses were operated
through Chalk Ltd, an exempted company with limited liability incorporated in the Cayman Islands in
February 2018 and a non-wholly owned subsidiary of YUAN Inc. Chalk Ltd controlled the business of
the Group and our primary operating entity in the PRC, Fenbi Bluesky, through a series of contractual
agreements, including business cooperation agreement, exclusive option agreement and equity pledge
agreement (the “Old VIE Arrangement”). YUAN Inc is a leading online tutoring service provider based
in China, targeting primarily young children. Since its inception in 2012, YUAN Inc has focused on
inspiring students’ learning interest through technology, and has recently expanded its business to
engage in apparel manufacturing and operating coffee shops and postpartum care centers.
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Reorganization

The following chart sets forth the simplified corporate structure of the Group immediately prior to
the Reorganization.

’ YUAN Inc ‘ ’ Chalk Sky Ltd" ‘ Chalk World Ltd®
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(1)  Chalk Sky Ltd was wholly-owned by Mr. Zhang, our executive Director, chairman of the Board, chief executive officer
and one of our Controlling Shareholders.

(2) Chalk World Ltd was wholly-owned by Mr. WEI Liang, our executive Director, president, chief technology officer and one
of our Controlling Shareholders.

3) 5.00% of the enlarged share capital of Chalk Ltd was reserved as the underlying shares for the purpose of the employee
share incentive plan of Chalk Ltd.

4) YLBJ is a PRC holding company of the PRC subsidiaries of YUAN Inc, and is owned by Mr. LI Yong, Mr. LI Xin, certain
employees and financial investors of YUAN Inc.

(5) Beijing Fenbi Box Enterprise Management LLP (At iy & FAEEME B SE AR AEH)) (“Beijing Fenbi Box™) is an
employee shareholding platform of the Group.

With a view to streamlining the shareholding structure of our Group and spinning off our Group
from YUAN Inc, the Reorganization, as described below, has been carried out by YUAN Inc and us in
anticipation of the Listing.

Set forth below is a summary of the major steps of the Reorganization.
Step 1: Restructuring of the VIE Arrangement

Prior to the Reorganization, Fenbi Bluesky, our primary operating entity in the PRC, was a
consolidated affiliated entity of YUAN Inc and controlled by Chalk Ltd through the Old VIE
Arrangement.

As part of the Reorganization, on November 25, 2020, YLBIJ, a registered shareholder of Fenbi
Bluesky transferred all its 80.00% equity interest in Fenbi Bluesky to Mr. LI Yong, Mr. LI Xin and Mr.
GUO Changzhen (an employee of YUAN Inc and an Independent Third Party), immediately following
which, Fenbi Bluesky was owned as to 70.66% by Mr. LI Yong, as to 12.75% by Mr. Zhang, as to
7.78% by Mr. LI Xin, as to 2.25% by Mr. WEI Liang, as to 1.56% by Mr. GUO Changzhen, and as to
5.00% by Beijing Fenbi Box, and such persons have served as new registered shareholders of Fenbi
Bluesky since then. Accordingly, on the same date, a set of transitional contractual agreements
(“Transitional VIE Arrangement”) with substantially the same terms as the Old VIE Arrangement were
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entered into by and among Chalk Ltd, Chalk HK Limited, Beijing Fenbi Zhiwuya Technology Co., Ltd.
ALk RN E R A PR A F]), Fenbi Bluesky and its subsidiaries, and then existing registered
shareholders, in order to reflect such changes in registered shareholders of Fenbi Bluesky and replace
the Old VIE Arrangement.

Step 2: Establishment of New Corporate Structure

Prior to the spin-off of our Group from YUAN Inc, the sole purpose of Chalk Ltd, Chalk HK
Limited and Beijing Fenbi Zhiwuya Technology Co., Ltd. (collectively, the “Old Holding Companies™)
was to hold the business of Fenbi Bluesky, our primary operating entity. Our Company was established
as the new listing vehicle of our Group because YUAN Inc intends to use the Old Holding Companies
to hold and operate other business of YUAN Inc due to business reasons.

On December 14, 2020, our Company was incorporated as an exempted company with limited
liability in the Cayman Islands with an authorized share capital of US$50,000 divided into 500,000,000
shares with a par value of US$0.0001 each, among which, 477,534,400 ordinary shares were designated
as class A ordinary shares and 22,465,600 ordinary shares were designated as class B ordinary shares.

On December 31, 2020, in anticipation of the establishment of new corporate structure of our
Group, the Transitional VIE Arrangement was terminated. As a transitional arrangement and part of the
Reorganization, on the same date, a confirmation agreement (the “Confirmation Agreement”) was
entered into by and among the Company, Fenbi Bluesky and its then current registered shareholders,
pursuant to which, the Company was entitled to control the operation and management of Fenbi
Bluesky and its subsidiaries until the new contractual arrangements were established in July 2021. See
“— Step 5: Establishment of New VIE Arrangement” for details.

Step 3: Flipping down of shareholding to the Company

In December 2020, the shareholdings of then shareholders of YUAN Inc were flipped down to the
Company so as to mirror the beneficial ownership and equity interests of the shareholders in Chalk Ltd
to that of the Company, pursuant to which, we issued and allotted class A ordinary shares, class B
ordinary shares and series A preferred shares of our Company to the respective shareholders of YUAN
Inc, as well as the investment holding companies controlled by the other shareholders of Chalk Ltd, on
a pro rata basis with appropriate adjustment at nominal consideration. See notes to the table under “—
Capitalization of the Company” for the details of such shareholders that hold meaningful shareholding
in our Company.

Immediately after the aforementioned share issuance in December 2020, the authorized share
capital of our Company was US$50,000 divided into (i) 386,747,800 ordinary shares with a par value of
US$0.0001 each, including 364,282,200 class A ordinary shares and 22,465,600 class B ordinary shares,
and (ii) 113,252,200 series A preferred shares with a par value of US$0.0001 each. Among which, (i)
42,483,500 class A ordinary shares with a par value of US$0.0001 each, (ii) 22,465,600 class B
ordinary shares with a par value of US$0.0001 each, and (iii) 113,252,200 series A preferred shares
with a par value of US$0.0001 each, were issued and outstanding.

Step 4: Establishment of offshore entity and new WFOEs

On January 15, 2021, Fenbi HK was incorporated under the laws of Hong Kong with limited
liability as a wholly-owned subsidiary of our Company.

On April 9, 2021 and July 22, 2021, Fenbi ShangAn and Fenbi ChuXin were established under the
laws of the PRC, respectively, as the new wholly-foreign owned entities of our Group.

Step 5: Establishment of New VIE Arrangement

On July 31, 2021, in order to comply with relevant foreign investment restrictions in the PRC and
maintain effective control over the operations of our PRC operating entities, (i) Fenbi ShangAn entered
into the Fenbi BlueSky Contractual Arrangements with Fenbi Bluesky and its registered shareholders,
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and (ii) Fenbi ChuXin entered into a series of contractual arrangements (including business cooperation
agreement, exclusive option agreement, and equity pledge agreement) (“Tianxia Education Contractual
Arrangements”) with Tianxia Education and its registered shareholder, to exercise control over the
business operation of Tianxia Education and its subsidiaries.

On January 25, 2022, in order to ensure our contractual arrangements are narrowly tailored in
accordance with the requirements of the Stock Exchange, we terminated the Tianxia Education
Contractual Arrangements and further transferred the shareholding in Tianxia Education from Fenbi
Bluesky to Fenbi ChuXin, so as that we can control Tianxia Education and its subsidiaries through the
direct equity interest. See “— Step 6: Restructuring of certain onshore companies,” “— Step 7:
Acquisition of Tianxia Culture and Tianxia Education by Fenbi ChuXin” and “Contractual
Arrangements” for details.

Step 6: Restructuring of certain onshore companies

On October 15, 2021, the shareholding held by the registered shareholders of Fenbi Bluesky were
adjusted, where Mr. LI Yong, Mr. LI Xin and Mr. GUO Changzhen transferred their respective 70.56%,
7.68% and 1.46% equity interests in Fenbi Bluesky to Mr. Zhang, at an aggregate consideration of
approximately RMBS8.0 million, which was determined with reference to the registered capital of Fenbi
Bluesky; after which, among others, Mr. Zhang owns 92.45% of the equity interests in Fenbi Bluesky.

On July 22, 2021, as part of our internal business restructuring, Tianxia Culture transferred 100%
of the equity interests in Lancai Tianxia to Fenbi Bluesky, after which Lancai Tianxia became a
wholly-owned subsidiary of Fenbi Bluesky.

In order to ensure our contractual arrangements are narrowly tailored in accordance with the
requirements of the Stock Exchange, Fenbi Bluesky (i) transferred 49.9% of the equity interests in
Lancai Tianxia to Tianxia Education on November 24, 2021; and (ii) transferred 100% of the equity
interests in Jiangsu Fenbi Training Center Co., Ltd. to Tianxia Education on July 22, 2021.

Step 7: Acquisition of Tianxia Culture and Tianxia Education by Fenbi ChuXin

On November 30, 2021, an individual investor subscribed for 2% equity interests in Tianxia
Culture and Tianxia Education at a consideration of approximately RMB1.4 million and RMBO0.2
million, respectively, immediately after which, each of Tianxia Culture and Tianxia Education was
owned as to 98% by Fenbi Bluesky and as to 2% by the individual investor.

On December 31, 2021, Fenbi ChuXin acquired 100% equity interest in Tianxia Culture from
Fenbi Bluesky and the individual investor at an aggregate consideration of approximately RMB69.9
million. On the same date, Fenbi ChuXin acquired 100% equity interest in Tianxia Education from
Fenbi Bluesky and the individual investor at an aggregate consideration of RMB10.0 million.

13

See “— Corporate Structure” for details of the corporate structure immediately after the
Reorganization.

Our PRC Legal Advisors confirmed that, all necessary approvals, permits and licenses required
under PRC laws and regulations in connection with the Reorganization have been obtained.

ESTABLISHMENT OF FAMILY TRUSTS

The ZXL Family Trust is a discretionary trust established by Mr. ZHANG Xiaolong as the settlor
and the protector and Ocorian Trust Company as the trustee, and the beneficiaries of the trust include
Mr. Zhang and his family members. On February 11, 2022, Chalk Sky Ltd allotted and issued 49,999
shares at par value of US$1.00 each to Sonata (BVI) Limited which is wholly owned by Ocorian Trust
Company, representing 99.998% of the enlarged share capital of Chalk Sky Ltd.
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The WL Family Trust is a discretionary trust established by Mr. WEI Liang as the settlor and the
protector and Ocorian Trust Company as the trustee, and the beneficiaries of the trust include Mr. Wei
and his family members. On February 11, 2022, Chalk World Ltd allotted and issued 49,999 shares at
par value of US$1.00 each to Creciendo (BVI) Limited which is wholly owned by Ocorian Trust
Company, representing 99.998% of the enlarged share capital of Chalk World Ltd.

SHARE INCENTIVE SCHEME

In anticipation of the Listing and as part of the Reorganization, in December 2020, we adopted the
Pre-IPO Share Option Scheme to replace the previous share incentive plans of Chalk Ltd. The purpose
of the Pre-IPO Share Option Scheme is to provide a means whereby Directors, members of the senior
management, employees and consultants of the Group can acquire and maintain equity ownership,
thereby strengthening their commitment to the welfare of the Group. As of the Latest Practicable Date,
we granted options to subscribe for 218,537,500 Shares as underlying shares. See “Appendix IV —
Statutory and General Information — D. Pre-IPO Share Option Scheme” for details.

CONCERT PARTY ARRANGEMENT

Pursuant to a concert party agreement (the “Concert Party Agreement”) dated September 6, 2021
entered into by and among Mr. Zhang, Mr. WEI Liang, Mr. LI Yong and Mr. LI Xin (each a “Concert
Party” and collectively, the “Concert Parties”), the Concert Parties acknowledged that they had been
acting in concert with, and followed the instruction of, Mr. Zhang in respect of the decision making at
the Board meeting and Shareholders meeting level relating to the business operation, corporate
governance and major issues of the Company, and at board or shareholder meetings of any member of
the Group, where applicable, since December 31, 2020 when the Group was spun-off from YUAN Inc;
and the Concert Parties agreed to continue to act in concert with, and follow the instruction of, Mr.
Zhang to vote, themselves or through any entity directly or indirectly controlled by them that own
equity interest in the Company or any member of the Group, unanimously for any resolutions proposed
at the Board meetings and Shareholders meetings of the Company and at such meetings of any member
of the Group, where applicable. The Concert Party Agreement will not terminate until, whichever is the
earliest: (i) all parties thereto agree in writing to terminate such agreement, (ii) (as to such party) a
party ceases to be a shareholder of the Company or a shareholder of any member of the Group, or (iii)
(as to the Company or such member of the Group as the case may be) the Company or any member of
the Group is dissolved.

In addition, pursuant to our amended and restated shareholders agreement dated March 3, 2021
entered into, among others, by the Company and then shareholders of the Company, Mr. Zhang was
granted three votes at the meetings of the Board as compared to one vote granted to each of the other
members of the Board, and the Concert Parties were granted the right to collectively appoint four
directors of the Company, and such rights granted to Mr. Zhang and the Concert Parties will be
terminated upon the Listing.

SHARE SUBDIVISION AND SHARE REDESIGNATION

On December 20, 2022, our Shareholders resolved that, among other things, (i) each of our issued
and unissued shares with par value of US$0.0001 each be subdivided into ten Shares of our Company
with par value of US$0.00001 each, after which, the authorized share capital of our Company shall be
US$50,000 divided into 5,000,000,000 Shares with par value of US$0.00001 each; and (ii) on the
Listing Date, each of the issued and unissued series A preferred shares, series B preferred shares, class
A ordinary shares and class B ordinary shares of our Company will be re-designated as one ordinary
share of our Company with par value of US$0.00001 each. See “Share Capital” for details.
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HISTORY, REORGANIZATION AND CORPORATE STRUCTURE

PRE-IPO INVESTMENTS
Overview

After the completion of the Reorganization, the Company has independently raised approximately
US$389.4 million from a number of sophisticated investors (collectively, “Pre-IPO Investors”). See
following introduction and “— Capitalization of the Company” for details.

Description and Principal Terms of the Pre-IPO Investments

Post-money Shareholding in
valuation of our  the Company
Date of Date of Total number of shares under ~ Cost per share Total amount of Discount to the ~ Group after the upon the
agreement Settlement the investment agreement ") paid® consideration Offer Price® investment¥ Listing®
February 7, June 9, 2021 31,529,700 series B US$12.35  US$389.4 million 0.97% US$3.0 billion 15.03%

2021 ... preferred shares with
par value of
US$0.0001 each

(1) Prior to the Share Subdivision.

(2) The discount to the Offer Price is calculated based on the assumption that the Offer Price is HK$9.70 per Share, being the
mid-point of the indicative Offer Price range of HK$9.50 to HK$9.90 per Share.

3) Based on the shares in issue immediately after the investment and taking into account the shares reserved under the
Pre-IPO Share Option Scheme.

4) Assuming the Over-allotment Option is not exercised and no Shares are issued pursuant to the Pre-IPO Share Option
Scheme.

Lock-up Period

Each of the Pre-IPO Investors is subject to a lock-up period of 180 days commencing on the date
of this prospectus as required by the underwriters.

Use of Proceeds from the Pre-IPO Investments

As of the Latest Practicable Date, we had utilized approximately 80.7% of the proceeds from the
pre-IPO investments for the development and operation of our business, including but not limited to
personnel recruitment, new business and product development, technology infrastructure and general
working capital needs.

Basis of determining the consideration paid

The consideration for the Pre-IPO investments were determined based on arm’s length
negotiations between the Pre-IPO Investors and our Company, after taking into consideration, among
others, the timing of the investments and the business performance and prospect of our Group.

Strategic benefits the Pre-IPO Investors brought to our Company

Our Directors are of the view that our Company would benefit from the additional capital
provided by the Pre-IPO Investors’ investments in our Company and their knowledge and experience.

Special Rights of the Pre-IPO Investors

All of our Pre-IPO Investors are currently bound by the terms of the existing Articles, which will
be replaced by our Articles effective upon completion of the Global Offering. Pursuant to our amended
and restated shareholders agreement dated March 3, 2021 entered into, among others, by the Company
and holders of the ordinary shares and preferred shares of the Company, the Pre-IPO Investors were
granted certain special rights in relation to the Company, including, among others, rights of first
refusal, rights of co-sale, redemption rights, information and inspection rights and pre-emptive rights.
Such special rights will be suspended upon the submission of the listing application form by our
Company to the Stock Exchange and/or will be terminated upon completion of the Listing, in
compliance with Guidance Letter HKEX-GL43-12.
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Information of Principal Pre-IPO Investors

The following sets forth information of the existing pre-IPO investors that are sophisticated
investors, being private equity funds and investment companies, and that have made meaningful
investments in our Company (each holding 1.17% or above of our total issued share capital
immediately prior to the Global Offering).

Modish Century Limited

Modish Century Limited is a BVI business company and wholly owned by IDG Breyer Capital
Fund L.P. which is ultimately controlled by Mr. Quan Zhou and Mr. Chi Sing Ho. See notes to the table
under “— Capitalization of the Company” for details.

TBP Chalk Chalk Investment Holdings Limited

TBP Chalk Chalk Investment Holdings Limited is an exempted company incorporated under the
laws of BVI and is controlled by Trustbridge Partners. Trustbridge Partners is a leading growth equity
investor with offices in Shanghai, Hong Kong and Boston, focusing on high-quality growth
opportunities in China, such as TMT, consumer and healthcare sectors.

CF Training Investment Limited

CF Training Investment Limited is wholly-owned by CPE Global Opportunities Fund II, L.P., an
exempted limited partnership registered in the Cayman Islands, whose general partner is CPE GOF GP
Limited, an entity established in the Cayman Islands wholly-owned by CPE Management International
Limited, which in turn is wholly owned by CPE Management International II Limited. CPE
Management International II Limited is owned by a number of shareholders that are natural persons
none of whom controls CPE Management International II Limited.

Duckling Fund, L.P.

Duckling Fund, L.P. is a limited partnership incorporated in the Cayman Islands. The general
partner of Duckling Fund is Grandiflora Hook GP Limited which is ultimately controlled by Mr. Eric
Li, an Independent Third Party of the Company. The sole limited partner of Duckling Fund is Lionet
Fund, L.P., which is a fund focusing on logistics, healthcare, telecommunication, media, technology and
consumer industries investment. The general partner of Lionet Fund, L.P. is Grandiflora Hook GP
Limited.

Tipping Point Limited

Tipping Point Limited is a company incorporated in the Cayman Islands, which is ultimately
owned by DCP Capital Partners, L.P., a Cayman Islands exempted limited partnership. DCP General
Partner, Ltd., a Cayman Islands exempted company, is the general partner of DCP Capital Partners, L.P.
DCP General Partner, Ltd. is controlled by DCP, a leading Greater China-focused private equity firm.
See notes to the table under “— Capitalization of the Company” for details.

Merchant Skill Limited

Merchant Skill Limited is a BVI business company and wholly owned by Shang Hai Jin Zhi
Enterprise Management Consulting Partnership (Limited Partnership) (732 268 ML &% 4
(A E%), the sole general partner of which is Tibet Yu Chi Venture Capital Management Co. Ltd
(V5 7 5B B E R E A BR/A F]), a limited liability company established in the PRC and controlled
by Jingbo Wang, Kuiguang Niu and Fei Yang, all of whom are IDG Capital partners. See notes to the
table under “— Capitalization of the Company” for details.
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Public Float

Upon completion of the Global Offering, save for the Shares held by (i) Chalk Sky Ltd, Chalk
Star Ltd, Chalk World Ltd, Chalk Wonder Ltd, Liang Ma Limited, Mr. LI Xin, Green Creek Holding
Limited and Taurus Fund L.P.,, each being a Controlling Shareholder, (ii) Tencent Shareholders,
including Morespark Limited, Tencent Mobility Limited, Triple Max Holding Limited, TPP Opportunity
I Holding C Limited, and TPP Fund II Holding C Limited, collectively holding approximately 14.00%
of our issued share capital immediately upon completion of the Global Offering (assuming
Over-allotment Option is not exercised and no Shares are issued pursuant to the Pre-IPO Share Option
Scheme), and (iii) IDG USD Fund Shareholders and IDG RMB Fund Shareholder, including IDG-Accel
China Growth Fund III L.P., IDG-Accel China III Investors L.P., Modish Century Limited, Spring
Moment Limited, EVEN CLASSIC LIMITED, and Merchant Skill Limited, collectively holding
approximately 11.83% of our issued share capital immediately upon completion of the Global Offering
(assuming Over-allotment Option is not exercised and no Shares are issued pursuant to the Pre-IPO
Share Option Scheme), all the Shares held by the Pre-IPO Investors and other Shareholders will count
towards part of the public float.

Compliance with Guidance Letters

The Joint Sponsors confirm that the pre-IPO investments are in compliance with Guidance Letter
HKEX-GL29-12 issued in January 2012 and updated in March 2017 by the Stock Exchange, Guidance
Letter HKEX-GL43-12 issued in October 2012 and updated in July 2013 and in March 2017 by the
Stock Exchange and Guidance Letter HKEX-GL44-12 issued in October 2012 and updated in March
2017 by the Stock Exchange.

CORPORATE STRUCTURE
Corporate Structure before the Global Offering

The following chart sets forth the shareholding structure of our Group as of the Latest Practicable
Date and immediately after the Reorganization but prior to the completion of the Global Offering
(without taking into account any Shares to be issued pursuant to the Pre-IPO Share Option Scheme):

Chalk Star Ltd Chalk Wonder Ltd

00026 99.998% 00029 99.998%

Tencent
Chalk Sky Lid® || Liang Ma Limited? LI Xin® Chalk World Lt || gprehoders
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(1

2
3)

C))

(5)
(6)

Chalk Sky Ltd is owned as to (a) 99.998% by Sonata (BVI) Limited, which is wholly owned by Ocorian Trust Company,

the trustee of ZXL Family Trust with Mr. ZHANG Xiaolong as the settlor and protector, and (b) 0.002% by Chalk Star
Ltd, which is wholly owned by Mr. ZHANG Xiaolong, our chairman of the Board, executive Director, chief executive
officer and one of our Controlling Shareholders.

Liang Ma Limited is wholly-owned by Mr. LI Yong, our non-executive Director and one of our Controlling Shareholders.

Mr. LI Xin, our non-executive Director and one of our Controlling Shareholders, owns the Shares directly as well as
through Green Creek Holding Limited and Taurus Fund L.P.

Chalk World Ltd is owned as to (a) 99.998% by Creciendo (BVI) Limited, which is wholly owned by Ocorian Trust
Company, the trustee of WL Family Trust with Mr. WEI Liang as the settlor and protector, and (b) 0.002% by Chalk
Wonder Ltd, which is wholly owned by Mr. WEI Liang, our executive Director, president, chief technology officer and one
of our Controlling Shareholders.

«

See “— Capitalization of the Company” for details.

Beijing Fenbi Box is owned as to 95.0% by Mr. Zhang as the general partner and as to 5.0% by Mr. WEI Liang as the
limited partner. Mr. Zhang is the general partner of Beijing Fenbi Box and thus deemed to be interested in the entire
interests held by Beijing Fenbi Box.

Corporate Structure immediately following the Global Offering

The following charts set forth the shareholding structure of our Group immediately after the

Global Offering (assuming no exercise of the Over-allotment Option and without taking into account
any Shares to be issued pursuant to the Pre-IPO Share Option Scheme):

(1) to (6):  Please refer to the corresponding notes to the corporate structure of the Company in

@)
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— Corporate Structure —
Corporate Structure before the Global Offering.”

Shares held by the Shareholders will count towards the public float for the purpose of Rule 8.08 of the Listing Rules. The
expected public float immediately following completion of the Global Offering is 39.2% (assuming the Over-allotment
Option is not exercised and without taking into account any Shares to be issued pursuant to the Pre-IPO Share Option
Scheme). Accordingly, Company will be able to satisfy the minimum public float requirements prescribed under Rule
8.08(1)(a) of the Listing Rules upon Listing as the number of Shares to be held by the public is expected to represent more
than 25% of the total number of issued Shares of the Company.
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REGULATORY REQUIREMENTS OF CHINA

According to the Regulations for Merger with and Acquisition of Domestic Enterprises by Foreign
Investors (%ﬁﬁé%&ﬁéﬁﬁ%ﬁmﬁ%%ﬁ%) (the “M&A Rules”) jointly issued by MOFCOM, the
State-owned Assets Supervision and Administration Commission of the State Council, the SAT, the
CSRC, the SAIC and SAFE on August 8, 2006, effective as of September 8, 2006 and amended on June
22, 2009, a foreign investor is required to obtain necessary approvals when it (i) acquires the equity of
a domestic enterprise so as to convert the domestic enterprise into a foreign-invested enterprise; (ii)
subscribes the increased capital of a domestic enterprise so as to convert the domestic enterprise into a
foreign-invested enterprise; (iii) establishes a foreign-invested enterprise through which it purchases the
assets of a domestic enterprise and operates these assets; or (iv) purchases the assets of a domestic
enterprise, and then invests such assets to establish a foreign invested enterprise. The M&A Rules,
among other things, further purport to require that an offshore special vehicle, or a special purpose
vehicle, formed for the listing purposes and controlled directly or indirectly by PRC companies or
individuals, shall obtain the approval of the CSRC prior to the Listing and trading of such special
purpose vehicle’s securities on an overseas stock exchange, especially in the event that the special
purpose vehicle acquires shares of or equity interests in the PRC companies in exchange for the shares
of offshore companies.

Our PRC Legal Advisors are of the opinion that approvals from the CSRC for the Listing is not
required under the M&A Rules because (i) our wholly foreign-owned PRC subsidiaries were not
established through a merger or acquisition of equity interest or assets of a PRC domestic company
owned by PRC companies or individuals as defined under the M&A Rules that are the beneficial
owners of our Company, (ii) Fenbi ChuXin acquired all equity interest in Tianxia Culture and Tianxia
Education, respectively, after Tianxia Culture and Tianxia Education had been owned as to 2% by a
foreign investor and converted into a foreign-invested enterprise, and thus, the each of the
aforementioned acquisitions is an equity transfer in a foreign-invested enterprise, and the M&A Rules
are not applicable to such acquisition; and (iii) no provision in the M&A Rules clearly classifies
contractual arrangements as a type of transaction subject to the M&A Rules.

SAFE REGISTRATION IN CHINA

Pursuant to the Circular of SAFE on Foreign Exchange Administration of Overseas Investment,
Financing and Round-trip Investments Conducted by Domestic Residents through Special Purpose
Vehicles (B A 85 1A Ja B 78 2 ok H E‘J/Aﬂfﬁ%?ﬁﬁ’ag%&?&ﬁﬁ%‘%@%@ﬁ%ﬁ BUERER)  (the
“SAFE Circular 377”), issued by SAFE and effective on July 4, 2014, (i) a PRC resident must register
with the local SAFE branch before he or she contributes assets or equity interests to an overseas special
purpose vehicle (the “Overseas SPV”) that is directly established or indirectly controlled by the PRC
resident for the purpose of conducting investment or financing, and (ii) following the initial
registration, the PRC resident is also required to register with the local SAFE branch for any major
change, in respect of the Overseas SPV, including, among others, a change of Overseas SPV’s PRC
resident shareholder(s), the name of the Overseas SPV, terms of operation, or any increase or reduction
of the Overseas SPV’s capital, share transfer or swap, and merger or division. In the event that a PRC
shareholder holding interests in a special purpose vehicle fails to fulfill the required SAFE registration,
the PRC subsidiaries of that special purpose vehicle may be restricted from making profit distributions
to the offshore parent and from carrying out subsequent cross-border foreign exchange activities, and
the special purpose vehicle may be restricted in its ability to contribute additional capital into its PRC
subsidiaries. Furthermore, failure to comply with the various SAFE registration requirements described
above could result in liability under PRC law for evasion of foreign exchange controls.

Pursuant to the Circular of SAFE on Further Simplification and Improvement in Foreign Exchange
Administration on Direct Investment (5t —4 i Moo B # ﬁﬁﬁl‘@%@ﬂ%%ﬁ%ﬂ (the
“SAFE Circular 13”), issued by SAFE and effective on June 1, 2015, the power to accept SAFE
registration was delegated from local SAFE to local banks where the assets or interests in the domestic
entity are located.

As advised by our PRC Legal Advisors, all PRC residents as defined under the applicable
provisions under SAFE Circular 37 who are the shareholders of the Overseas SPVs in our Group have
completed the required initial foreign exchange registration under SAFE Circular 37.

- 150 -



BUSINESS

OVERVIEW

We are a non-formal vocational education and training (“VET”) service provider in China,
dedicated to making high-quality non-formal VET services accessible through technology and
innovation. As a leading career test preparation service provider in China, we provide a comprehensive
suite of recruitment and qualification examination tutoring courses for adult students pursuing careers
in government-sponsored institutions and a number of professions and industries. We help college
graduates excel in the competitive selection process administered by governmental institutions, and help
professionals obtain the relevant qualifications. Most importantly, we help our students advance their
personal development and fulfill their own potentials. Leveraging our high-quality tutoring services,
comprehensive course offerings and student-centric teaching philosophy, we have successfully
established “Fenbi” amid the most recognized brands in China’s career test preparation industry.

VET can improve a job-seeker’s chances of securing his or her intended jobs as competition in
China’s job market has become increasingly intensified in recent years. In 2021, there were 10.8
million graduates of higher education in China, according to the F&S Report. As such, an increasing
number of job-seekers seek to improve their competitiveness and increase their chances of attaining
preferred job positions through high-quality career test preparation services. Moreover, recent favorable
governmental policies, such as the Opinions on Promoting the High-quality Development of Modern
Vocational Education and Training (BHA#EB) BUCHEAH S B E3ERE ) jointly released by the
General Office of the CPC Central Committee and the General Office of the State Council, aim to
facilitate the orderly development of China’s VET industry. According to the F&S Report, China’s
non-formal VET industry, in terms of revenue, is expected to increase from RMB221.5 billion in 2021
to RMB331.7 billion in 2026 at a CAGR of 8.4%. We believe we are well-positioned to capture the
enormous market opportunities with our early-mover advantage, robust business model, strong
operation capability, and dedication to innovation.

We launched the first comprehensive online tutoring mobile app for recruitment examination
tutoring in December 2013, according to the F&S Report. We introduced the first comprehensive online
question bank in 2015, which has gained widespread popularity among candidates for various
examinations, allowing us to attract significant user traffic. We have also developed high-quality online
tutoring courses in live or pre-recorded format, supplemented by online self-learning materials and
toolkits, which allowed us to quickly establish our online presence and build a trusted brand image
among our users. Furthermore, we launched our offline classroom-based tutoring on a large-scale basis
in May 2020 to expand our addressable market and serve a broader student base by accommodating
their diversified learning habits. Leveraging our large user base and strong reputation accumulated from
our online business, we are able to identify and convert users with offline education needs to offline
enrollments, which allows us to expand our offline operations rapidly and cost-effectively.
Approximately 67.5% of all students who paid for our offline courses in 2021 were converted from
students who had previously paid for our online offerings, and since their purchase of our offline
courses and up to June 30, 2022, approximately 71.0% of such converted students had continued to pay
for our online offerings. We have also established a centralized operational system to ensure
online-merge-offline (“OMO”) synergy and operational efficiency. As of June 30, 2022, our online
platform had accumulated approximately 43.2 million registered users and 49.3 million online paid
enrollments, and we had established an extensive offline network of local operational hubs covering
over 220 cities across 31 provinces, autonomous regions and municipalities in China, with over 1.9
million offline paid enrollments.

We offer effective learning experience and outcomes, which rests on our high-caliber teaching
staff and systematic content development mechanism. We had a devoted team of 3,796 instructors as of
June 30, 2022, substantially all of whom had a bachelor’s degree or above. Our instructors are capable
of hosting high-quality live lectures for over 100,000 students in one class. Firsthand teaching
experience is also critical for our high-quality content development as it allows us to react to the
evolving market demands and the differentiated learning patterns. We have developed substantially all
the content on our platform in-house, and most of our content development specialists routinely
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participate in frontline teaching activities. As a result, we are able to formulate well-designed curricula
and learning materials to facilitate an effective learning experience for students. Furthermore, the
abundant teaching experience of our content development team, combined with our robust big data
analytics, forms a solid foundation for us to continuously refine our course materials and teaching
techniques.

Technological innovation underpins our success and strong brand name. We believe we have
prompted the intelligent development of China’s career test preparation industry. According to the F&S
Report, we adopted many innovations at a relatively earlier time in the recruitment examination tutoring
industry, including the launch of a comprehensive online training mobile app in December 2013; the
provision of systematic civil servants examinations tutoring services through online channels in
September 2014; the in-house development of an RTC video system in December 2014; the launch of a
comprehensive online question bank in June 2015; and the adoption of multiple advanced technology
applications, such as the grade prediction, the automated essay grading, the large-scale online mock
examination system, the intelligent content recommendation and the photo-based question search engine
with a full subject coverage.

The total paid enrollments of our tutoring courses and online products increased from 6.0 million
in 2019 to 9.6 million in 2020 and further to 9.8 million in 2021. We had total paid enrollments of our
tutoring courses and online products of 4.1 million in the six months ended June 30, 2022. The paid
enrollments of our formal courses increased from 1.4 million in 2019 to 1.8 million in 2020 and further
to 2.6 million in 2021. We had total paid enrollments of our formal courses of 1.2 million in the six
months ended June 30, 2022. During the Track Record Period, we generated revenue primarily from the
provision of tutoring services, and to a lesser extent, from the sales of in-house developed textbooks
and learning materials. Our revenue increased by 83.7% from RMB1,160.3 million in 2019 to
RMB2,132.1 million in 2020, and further increased by 60.8% to RMB3,428.6 million in 2021. We
generated revenue of RMB1,451.0 million in the six months ended June 30, 2022. We recorded net
profit of RMB154.1 million in 2019, and net loss of RMB484.5 million and RMB2,046.0 million in
2020 and 2021, respectively, primarily due to the rapid expansion of our classroom-based tutoring
business that had not yielded the expected results. We incurred substantial cost of sales and operating
expenses to expand our course product offerings and coverage of examination subjects, as well as to
support the launch of our classroom-based tutoring on a large-scale basis in May 2020. We recorded net
loss of RMB391.8 million in the six months ended June 30, 2022, primarily because we optimized the
structure of our employee team to effectively manage our growth and improve our profitability. We
recorded adjusted net profit (non-IFRS measure) of RMB175.2 million in 2019, adjusted net loss
(non-IFRS measure) of RMB362.8 million and RMB822.4 million in 2020 and 2021, respectively, and
adjusted net profit (non-IFRS measure) of RMB95.6 million in the six months ended June 30, 2022. See
“Financial Information — Non-IFRS Measure” for a reconciliation of our profit/loss for the year/period
to adjusted net profit/loss (non-IFRS measure).

COMPETITIVE STRENGTHS

We believe the following strengths have contributed to our success and differentiated us from our
competitors.

Leading career test preparation service provider in China with trusted brand

We are a non-formal VET service provider in China, dedicated to making high-quality VET
services accessible through technology and innovation. We ranked No. 2 in China’s career test
preparation industry with a 4.3% market share in terms of revenue in 2021, according to the F&S
Report. We primarily offer a comprehensive suite of recruitment and qualification examination
preparation courses for adult students pursuing careers in government-sponsored institutions and a
number of professions and industries, such as teaching, healthcare, accounting, construction and law,
aiming to help them excel amid the intensified competition in China’s job market.
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Since our inception, we have been leading the intelligent development of China’s career test
preparation industry and staying abreast of the evolving market demands. We launched China’s first
comprehensive online tutoring mobile app for recruitment examination tutoring in December 2013,
according to the F&S Report, and have continued to upgrade our online tutoring services through
innovative technology infrastructure and applications. We have also had a proven track record of
prompting innovative products and services in the industry. Furthermore, leveraging our large user base
and strong reputation from our online operations, we became the first internet-born recruitment
examination service provider in China that successfully achieved rapid offline expansion driven by
OMO synergy, according to the same source.

We believe that we have successfully established “Fenbi” as a trusted brand in China’s career test
preparation industry. According to the F&S Survey, we had a leading overall satisfaction rating among
all major recruitment examination service providers. We have also received a number of credible
accolades in recognition of our brand image. For example, in 2019, we were named as the “Influential
Online Education Institution Brand Annual Award” (4 & i35 28 ) 7 42 208 # M) by Xinhuanet (B
#H), one of the largest and most influential media outlets in China. In 2020, we were recognized as
one of the “Top 10 Education Brands of the Year” (Z( & T K4 i k) by Beijing Evening Post (b3
i #i), the official newspaper of Beijing municipality. We believe our strong brand awareness has
allowed us to incur lower customer acquisition costs compared to our major competitors, especially
through word-of-mouth referrals by existing students who share their learning experiences and
examination results with others. As evidenced by the F&S Survey, among the survey participants who
purchased our services and products, 47.5% of them were recommended by their classmates and
friends, and 93.6% of them would recommend our products and services to other people. As a result,
we recorded selling and marketing expenses per paid enrollment of approximately RMB72.0 in 2021, as
compared to that of over hundreds of Renminbi of these competitors.

As a result of our market leadership and brand value, we achieved significant growth during the
Track Record Period. The total paid enrollments of our tutoring courses and online products increased
from 6.0 million in 2019 to 9.6 million in 2020 and further to 9.8 million in 2021. We had total paid
enrollments of our tutoring courses and online products of 4.1 million in the six months ended June 30,
2022. The paid enrollments of our formal courses increased from 1.4 million in 2019 to 1.8 million in
2020 and further to 2.6 million in 2021. We had total paid enrollments of our formal courses of 1.2
million in the six months ended June 30, 2022. During the Track Record Period, we generated revenue
primarily from the provision of tutoring services, and to a lesser extent, from the sales of in-house
developed textbooks and learning materials. Our revenue increased by 83.7% from RMB1,160.3 million
in 2019 to RMB2,132.1 million in 2020, and further increased by 60.8% to RMB3,428.6 million in
2021. We generated revenue of RMB1,451.0 million in the six months ended June 30, 2022. We
recorded net profit of RMB154.1 million in 2019, and net loss of RMB484.5 million, RMB2,046.0
million and RMB391.8 million in 2020, 2021 and the six months ended June 30, 2022, respectively.

Leading online platform for career test preparation with a massive user base

Leveraging the first comprehensive online question bank in China’s recruitment examination
tutoring industry, we have rapidly gained popularity among users and attracted significant user traffic.
We have developed quality courses and rich learning toolkits to further strengthen our rapports with
users. We provide a comprehensive suite of online career test preparation courses to better cater to the
needs of adult students, thereby gaining market shares. Our course offerings cover all major career test
subjects, including civil servants examinations, public institution employees examinations, teacher
qualification and recruitment examinations, and a variety of popular certification and qualification
examinations. For each subject, we offer multiple course types to accommodate diversified learning
needs and focuses, flexible learning times and differentiated price sensitivity. For example, we launched
our flagship online systematic civil servants examinations tutoring course in September 2014, being the
first of the kind in China, according to the F&S Report, and subsequently developed additional online
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systematic courses for other examinations. We also launched online premium courses in June 2020 for
students who require more individual attention and targeted supports but are unable to attend full-time
offline courses, through which we captured the market opportunity from the underserved student needs.

We deliver online courses in live or pre-recorded format, or a combination of both, through our
Fenbi online platform. Leveraging our industry-leading RTC video system, our students nationwide can
access interactive live streaming courses delivered by otherwise scarce top-notch teaching talents with
flexibility in terms of timing and location. In addition, we supplement our course offerings with online
self-learning materials and toolkits, such as online mock examinations, online question bank, and the
photo-based question search engine for answers to examination questions. In addition, we provide
value-added services for students in need of more individual attention and targeted support. For
example, we have formulated a well-designed learning roadmap with various targeted services for
students subscribing to our premium courses, where we guide students through their after-class
exercises, monitor the progress of their learning plans, and provide them with one-on-one detailed
analyses and suggestions for future improvement. We believe that such comprehensive product and
service offerings enable adult students to execute their learning plans at their own pace and effectively
achieve desired learning outcomes.

We believe we have become the “go-to” platform in China’s online career test preparation
industry leveraging our robust product development capability and the effective learning experience we
foster. As of June 30, 2022, our online platform had accumulated approximately 43.2 million registered
users. We had paying users for our online tutoring services of approximately 2.1 million, 3.1 million,
3.8 million, 2.4 million and 2.0 million in 2019, 2020, 2021 and the six months end June 30, 2021 and
2022, respectively, and paying users for our classroom-based tutoring services of approximately 54,000,
0.4 million, 0.5 million, 0.4 million and 0.1 million in the same periods, respectively. The average
revenue per paying user for our online tutoring services was approximately RMB311, RMB315,
RMB372, RMB284 and RMB351 in 2019, 2020, 2021 and the six months end June 30, 2021 and 2022,
respectively, and the average revenue per paying user for our classroom-based tutoring services was
approximately RMB6,523, RMB2,261, RMB3,353, RMB2,723 and RMB3,662 in the same periods,
respectively. Our average MAUs increased from approximately 2.9 million in 2019 to approximately
4.7 million in 2020, to approximately 6.5 million in 2021, and further to approximately 7.5 million in
six months ended June 30, 2022, far exceeding the size of all other market players, according to the
F&S Report. In addition, according to the F&S Survey, 58.7% of the survey participants who were
acquainted with all major recruitment examination service providers named Fenbi as their first choice.

Scalable and synergistic business model featuring highly innovative OMO integration

We operate a scalable business benefiting from our solid online presence and the significant
synergies achieved through an innovative OMO model. According to the F&S Report, we are the first
internet-born recruitment examination tutoring service provider that integrated offline resources and
achieved economies of scale in omni-channels to create unique competitive advantages.

Leveraging our robust online platform, we have built a trusted brand image and formed deep
rapports with our users. Rather than conduct large-scale advertising campaigns, we can identify and
convert users with offline education needs to offline enrollments in a cost-effective manner. In 2021,
approximately 67.5% of all students who paid for our offline courses were converted from students who
had previously paid for our online offerings. Since we launched our offline course offerings on a
large-scale basis in May 2020 and up to June 30, 2022, our offline operations had contributed
approximately 1.7 million paid enrollments. As of June 30, 2022, we had established an extensive
offline network of local operational hubs covering over 220 cities across 31 provinces, autonomous
regions and municipalities in China. We believe that such a rapid growth path can be difficult for other
market players who originated from an offline business to replicate. Moreover, leveraging our robust
data analytics, we are able to make more informed execution decisions to guide our offline expansion.
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Capitalizing on the offline expansion, we have expanded our tutoring services by fulfilling the
diversified learning needs from prospective students with more learning options. While students
converted from online offerings can have their specific learning needs fulfilled through classroom-based
tutoring courses, our offline staff could also recommend suitable online courses, products and toolkits
to these offline students, such as our question bank and online mock examination system. Moreover, as
an internet-born company, we have established a centralized system to manage and oversee various
aspects of our operations, both online and offline, including student administration, teaching staff
evaluation and financial management, which enables us to maintain operational efficiency and service
quality during rapid business expansion. All of these have driven, and will continue to drive, our OMO
synergy to form a virtuous cycle.

Effective learning experience rooted in strong content development capability and high-caliber
teaching staff

We provide well-designed curricula and learning materials to facilitate an effective learning
experience for students. We have developed strong content development capability, with a systematic
and centralized content development approach. Supported by a content development team of 249
specialists as of June 30, 2022, we have developed substantially all content on our platform in-house,
including course curricula and teaching materials. We believe that staying abreast of the evolving
market demands and the differentiated learning patterns through firsthand teaching experience is critical
for high-quality content development. As such, most of our content development specialists routinely
participate in frontline teaching activities to ensure that they can promptly adapt curricula and teaching
materials to the prevailing market trends and student needs. Our seasoned content development
specialists also closely monitor and deliberate on the latest development for recruitment and
qualification examinations and job market demands to ensure that all contents on our platform are
relevant and up to date. Our offline instructors then customize the content to better reflect local test and
admission standards and address local market demands.

We are committed to delivering the best learning experience to students with an emphasis on the
recruitment, training and retention of high-caliber teaching staff. We had a devoted team of 3,796
instructors as of June 30, 2022, substantially all of whom had a bachelor’s degree or above. We
implement a highly selective instructor hiring process to ensure that the new hires possess the academic
and communication skills commensurate with our required expertise and techniques. Through our
recruitment and evaluation processes, including a probation period, we seek to retain instructors who
have strong academic credentials, a passion for the VET industry, strong communication skills, and
demonstrated proficiency in employing innovative and effective teaching methods. We generally require
newly hired teaching staff to undergo systematic onboarding training sessions, covering multiple
modules ranging from professional knowledge, teaching methods and skills, to trial classes. We also
frequently organize seminars hosted by our top-rated instructors to provide on-the-job training covering
various test subjects, new curricula and teaching materials. Moreover, we provide our instructors with
competitive compensation packages, taking into account their performance assessment based on our
comprehensive evaluation and promotion mechanisms.

We believe that the effective learning experience we offer to our students could translate into
sought-after learning outcomes and customer satisfaction. According to the F&S Survey, we received
leading ratings in teaching quality, course quality and curriculum setting among all major recruitment
examination service providers.

Operational excellence empowered by technologies and data analytics
Technological innovation underpins our capability to continuously make breakthroughs in the

career test preparation industry, which has created entry barriers and sustained our long-term success.
We launched the first comprehensive online tutoring mobile app in China’s recruitment examination
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tutoring industry and has since led the intelligent development of the industry by prompting various
technological innovations, such as China’s first comprehensive online question bank and first
large-scale online mock examination system for recruitment examinations, according to the F&S
Report.

We have applied advanced technologies and data analytics to major aspects of our operations,
such as service delivery, customer acquisition and resource allocation. For example, we have developed
an RTC video system as the cornerstone of our online platform, which have rendered us the first mover
to provide online recruitment examination preparation courses and revamp the teaching mode which
were traditionally classroom-based. The system delivers a high-resolution, low-latency content
transmission experience, which ensures stable and smooth delivery of tutoring products and services
even in remote areas with weak network connections. Built upon our industry-leading technology and
cloud architecture, the system can support live large-class courses with a latency below 500
milliseconds for over 100,000 students in one class. Our RTC video system also supports innovative use
cases, such as mock interviews and interactive dual-teacher courses, each staffed with one instructor
and multiple tutors.

In addition, we have gathered a wealth of data points concerning course subjects, teaching
performance, learning behavior and preferences, and learning patterns and outcomes. For example, with
a total of approximately 2.3 million questions, our question bank had supported approximately 1.9
billion online exercises on an aggregate of over 30.9 billion questions practiced as of June 30, 2022.
We analyze these data, in strict compliance with our data privacy policies, to continuously optimize our
algorithms. These data-driven insights also form a critical foundation for us to provide individualized
feedback and content recommendation, refine our course materials and teaching techniques, optimize
our toolkits, improve on-going teacher training, and enhance user engagement on our platform. For
example, we launched the “challenge exercise” product with our established online question bank and
robust Al and data analytics capabilities, which allows us to further accumulate users in a cost-effective
manner. Leveraging robust text recognition, natural language processing and deep learning
technologies, we have developed an automated essay grading system which grades essay questions with
precision and assesses a student’s knowledge base and eloquence to provide suggestions for future
improvement. We can also track a student’s learning behavior and outcomes and recommend
supplemental exercises based on an in-depth analysis of areas for improvement and the identification of
the commonalities among wrong answers to questions in terms of difficulty levels. In addition, our
online mock examination system can automatically generate scores and percentile ranking for each
participant within one minute following the completion of the mock examination, allowing the
participant to discern his or her progress and improvement and formulate targeted learning strategies.
Furthermore, our photo-based question search engine, which is empowered by our strong OCR
technology, allows students to use photographs of printed texts, or even cursive handwriting,
complicated mathematical formula and geometric patterns to locate answers in our comprehensive
question bank.

Seasoned management team

We have benefited from the leadership of a seasoned management team with industry insights and
passion. Their foresight and sagacity, in-depth industry expertise, extensive managerial and operational
experience, and long-term focus and commitment underpin our current accomplishment and future
direction.

Mr. ZHANG Xiaolong, our co-founder, chairman and chief executive officer, has over a decade of
experience in teaching and school operations, which contributed to his strategic visions on content
development, course delivery and business operations. Mr. WEI Liang, our co-founder, director and
chief technology officer, served multiple positions in leading internet and technology companies, such
as Sony Mobile China, Kaixin.com and Tencent, where he accumulated approximately 15 years of
experience in technological innovations and development. Having envisioned the market potential of the
online career test preparation industry, our co-founders are devoted to transforming career test
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preparation services with technological innovation and making high-quality tutoring resources more
widely available. They have participated in all major milestones of our corporate development and led
us to evolve into an industry leader.

Other members of our senior management team have an average of more than 10 years of
complementary experience from serving in leading enterprises across VET, internet technology and
finance sectors. Their enthusiasm towards the education industry, collective experience and strong
execution capability enable us to formulate and implement business strategies, overcome challenges and
achieve long-term value creation.

Under the leadership of our management team, we have developed a people-oriented corporate
culture. We value fairness and supportiveness and respect individual thoughts and contributions. We
foster persistence, responsibility and accountability, a spirit of service, and collaboration and
innovation. We believe that our corporate culture can buttress our ability to better create value for our
students and empower them to reach their full potential.

GROWTH STRATEGIES

We intend to pursue the following strategies to further grow our business and maintain our market
leadership.

Continue to strengthen our reputation by enhancing teaching and service quality

We are committed to excellence in all aspects of our tutoring services. We will continue to hold
ourselves to a high-quality standard in helping students achieve their career goals, which in turn will
strengthen our reputation, solidify our brand value and drive continuous word-of-mouth referrals.

We plan to systematically refine our curricula and teaching methods, increase our content
development capability and, ultimately, improve the quality of our tutoring services. To that end, we
will continue to update and upgrade existing courses based on the feedback of our students and
teaching staff, as well as our in-house research on the evolving requirements of various examinations.
We also plan to optimize our knowledge management system and modularized content development
approach. Furthermore, we will continue to place a strong emphasis on recruiting, training and retaining
teaching talents. Following the alleviation of the COVID-19 pandemic, we will recruit and cultivate
additional high-quality instructors specialized in conducting classroom-based tutoring and adopting
advanced tutoring technologies to accommodate our continued business growth. We also plan to further
strengthen our internal capability to systematically discover and nurture high-caliber teaching staff to
ensure consistent and high-quality teaching standards.

In addition to course offerings, we will continue to raise our service quality and improve student
experience. For example, we intend to further improve our teaching staff’s efficiency in providing
targeted support with data-driven insights and advanced technologies, including continuously refining
our internal knowledge base by incorporating more information on course materials, industry updates
and knowhow. We also plan to optimize and develop attractive new features and intelligent toolkits for
our online platform to further encourage student engagement and facilitate effective learning.

Enrich course offerings and explore innovative course delivery modes
We plan to further expand the coverage of our course offerings and explore innovative course
delivery modes in response to evolving industry trends and diverse learning needs. By doing so, we will

reach more prospective students, capture their aspirations for career advancement, and build a solid
foundation for our sustainable development.
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We plan to develop high-quality courses that are complementary to our existing product portfolio.
We intend to cover recruitment and qualification examinations for more local government-sponsored
positions, such as those at the county-level, leveraging our existing course research results on the
national and provincial level and local insights. In addition to career test preparation courses, we also
intend to develop vocational skill training courses in high demand and with significant growth
potential. For example, we currently plan to launch online information technology courses and online
and classroom-based culinary art courses. We believe that information technology tutoring shares the
same student base as the recruitment examination tutoring as they both target the adult students with
higher education background and aspiration to achieve a white-collar level compensation and social
status. As such, we can leverage the cross-selling potential from our massive user base. In addition, as
people are increasingly pursuing healthy diet with improving living standards, we plan to provide
advanced culinary art courses featuring know-how of nutritional science and weight control via a
dietary approach, which requires stronger academic ability and more diversified knowledge than
training of traditional culinary art. We believe that our vocational skill training courses will allow us to
appeal to a broader student base and add more value to the skills of our students, differentiating them in
the job market for greater earning power. We may also explore the opportunities in providing on-the-job
vocational training for enterprise customers and continuing training for holders of certain professional
certifications. We have expanded, and will continue to develop, our course offerings beyond the
non-formal VET market, including the graduate school entrance examination preparation courses and
the CET 4/6 preparation courses, to capture cross-selling and up-selling opportunities among our broad
student base. By doing so, we aim to establish a comprehensive learning platform along the entire
career development path of our students.

Additionally, we plan to offer modular courses and flexible course packages to better equip
students with varying levels of knowledge. For example, students may stack a certain number of
modular courses on specific topics based on their proficiency, personal learning plans and spending
power. We may also offer our students the flexibility to access any one or combination of our product
and service offerings, inclusive of online and offline offerings, through an “a la carte” package, which
we believe will attract adult students with a full-time job and limited free time. We believe that such
innovation in course delivery modes will enable us to prevail on the quality and differentiation of the
learning experience we foster to serve their multifaceted needs and stimulate their spending on our
platform.

Strengthen our technologies and data analytics capability

We plan to continue to invest in R&D initiatives and utilize the power of advanced technologies
and data analytics to better serve our students and stay ahead of the competition.

We will continue to advance our in-house developed RTC video system to further improve the
quality of our course delivery and the learning experience to our students. Specifically, we plan to
refine the audio and video streaming technologies underlying our RTC system to deliver more stable
and immersive online learning experience. We also plan to invest in the system infrastructure to
augment its capacity and enable more interactive features. For example, we will expand the capacity of
our online mock examination system to serve more participants simultaneously.

Additionally, we plan to provide students with more targeted services and optimize our operational
efficiency. To that end, we intend to optimize and expand the application of our integrated data
platform by continuously refining our data analytics and Al technologies based on the vast data points
we accumulated. We will continue to refine the existing features and tools of our platform. For
example, we intend to further enhance the precision and accuracy of our automated essay grading
system by strengthening our text recognition and natural language processing technologies. We also
expect to introduce new and interactive online learning tools to enhance our operational efficiency. For
example, we intend to develop voice recognition technology to automate the interview test grading
process with emotional intelligence, which could discharge our instructors from monotonous tasks and
redirect their attention to substantive tutoring services. Moreover, we intend to further leverage
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data-driven insights into market trends and student preferences to guide our marketing initiatives, in
particular in connection with our offline operations, thereby generating paid enrollments in a
cost-effective and asset-light manner. For example, we strive to predict offline tutoring needs based on
data-driven analysis of student activity on our online platform, such as time spent and online inquiries
made regarding course schedules, and set up a “concierge counter” in strategic localities to promote our
offline courses and direct prospective students to our nearby existing operational hubs. We also plan to
develop technology-enhanced smart classrooms to streamline our offline operations, such as student
administration, profile management and after-class supervision.

Furthermore, we plan to explore the application of virtual reality and augmented reality
technologies to create immersive learning experiences that are fun and engaging for our students. We
also intend to further integrate our existing smart devices to the course delivery process to improve
student learning experience and drive student engagement.

To achieve the foregoing goals, we intend to recruit top-notch industry talents, including
industry-leading researchers and engineers, as well as graduates from top institutions. We will also
continue to invest in our technology infrastructure to accommodate the rapid expansion of our business.

Pursue strategic alliances, investments and acquisitions

We intend to selectively pursue strategic alliance, investment and acquisition opportunities to
further strengthen our competitiveness and explore the upside potential of China’s non-formal VET
market. We will evaluate and execute alliance, investment and acquisition opportunities that
complement and scale up our business, optimize our profitability, help us penetrate adjacent sectors of
China’s non-formal VET market, and add new capabilities to our platform. For example, we may
consider investment in or acquisition of non-formal VET service providers whose course offerings
would enable us to gain access to new sectors and content to further drive our secular growth strategy.
As of the Latest Practicable Date, we had not identified any specific target for acquisition or
investment.

OUR BUSINESS MODEL

We have followed an integrated approach to develop a comprehensive portfolio of career test
preparation products and services that generate significant synergies. Our Fenbi online platform has
gained widespread popularity among users interested in preparing for various examinations and
attracted significant user traffic with our online learning toolkits, such as the online mock examination
system and the online question bank. We subsequently launched various value-for-money online
learning products, such as the membership package and the “challenge exercise” product, to cement our
rapports with users and increase their engagement on our platform. These feature-rich online learning
toolkits and learning products, coupled with the promotional courses delivered by our high-caliber
instructors, have allowed us to cost-effectively build a broad student base. By delivering effective
learning experience and outcomes, we are able to direct users with more comprehensive learning needs
to our formal career test preparation courses.

We launched our offline course offerings on a large-scale basis in May 2020 to expand our
tutoring services. With a broad user base accumulated through our Fenbi online platform, we can
channel prospective students with offline learning needs to our comprehensive offline courses to
diversify revenue streams and facilitate overall business growth. We have been able to rapidly scale our
offline operations and had established an extensive offline network of local operational hubs covering
over 220 cities across 31 provinces, autonomous regions and municipalities in China as of June 30,
2022. In 2019, 2020 and 2021, approximately 85.6%, 74.9% and 67.5% of all students who paid for our
offline courses were converted from students who had previously paid for our online offerings,
respectively, and from the time they purchased our offline courses until June 30 of the respective
following year, approximately 79.2%, 77.5% and 71.0% of such converted students had continued to
pay for our online offerings, respectively. In the six months ended June 30, 2022, approximately 68.8%
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of all students who paid for our offline courses were converted from students who had previously paid
for our online offerings. The online-to-offline conversion rate decreased during the Track Record
Period, primarily because we had only limited-scale classroom-based tutoring services in 2019 and
early 2020 with limited customer acquisition capabilities from offline channels. As we have been
gradually establishing nationwide operational hubs since May 2020 with direct sales force, we have
been able to attract new students directly through offline channels. While we fulfill the offline learning
needs of on-site students nationwide, we also recommend them suitable online products and courses,
thereby achieving our OMO synergy.

Our business model has allowed us to cost-effectively accumulate a massive student base and
generate paid enrollments. The following table sets forth the paid enrollments of our tutoring courses
and products for the periods indicated.

Year ended December 31, Six months ended June 30,
2019 2020 2021 2021 2022
Online learning products
Membership package (million). . . ... .. 0.8 1.5 1.5 0.8 1.1
Challenge exercise (million) . ... ... .. 0.2 0.5 0.5 0.3 0.3
Online tutoring courses
Formal courses (million)". . ... ... .. 1.3 1.5 22 1.1 1.1
Systematic courses . .. .......... 708,000 841,000 1,386,000 691,000 615,000
Premium courses. . . . ... ........ — 21,000 111,000 53,000 104,000
Special courses . . ............. 605,000 612,000 702,000 377,000 412,000
Promotional courses (million)®. . ... .. 3.7 54 4.7 2.6 1.3
Classroom-based tutoring courses
Formal courses™. . . ... ... ....... 48,000 293,000 398,000 287,000 110,000
Promotional courses®. . . ... ... .... 23,000 416,000 438,000 310,000 96,000
Total (million) . . .. ... .......... 6.0 9.6 9.8 5.5 4.1

(1) Our online formal courses primarily included systematic courses, premium courses and special courses and were
priced at RMB99 or above. See “— Our Tutoring Services — Online Tutoring — Online tutoring courses” for
details. Our offline formal courses were priced at RMB500 or above.

(2) Promotional courses are primarily designed to establish our reputation among prospective students and attract new
users to our platform. Our online and offline promotional courses were priced less than RMB99 and RMB500,

respectively, during the Track Record Period.

The paid enrollments of our online formal courses increased steadily from 1.3 million in 2019 to
1.5 million in 2020 and further to 2.2 million in 2021, and remained relatively stable at 1.1 million in
the six months ended June 30, 2021 and 2022. Specifically, the paid enrollments of our online
systematic courses increased steadily during the Track Record Period as we built up our brand and
continued to diversify our course offerings, except for the impact of the COVID-19 resurgence in the
first half of 2022, which led to the postponement of certain examinations and, accordingly, adjustments
in students’ examination preparation cycles. The paid enrollments of our online premium courses
increased from nil in 2019 to 21,000 in 2020 and further to 111,000 in 2021, primarily due to the
launch and increased offering of our online premium courses since June 2020. The paid enrollments of
our online premium courses increased from 53,000 in the six months ended June 30, 2021 to 104,000 in
the six months ended June 30, 2022, primarily because we continued to develop and diversify our
course offerings to cater to different examinations, despite the impact of the COVID-19 resurgence in
the first half of 2022. The paid enrollments of our online promotional courses decreased from 5.4
million in 2020 to 4.7 million in 2021, and the paid enrollments of our online learning products
remained stable in 2020 and 2021, primarily because we began to strategically focus on converting
prospective students to paid enrollments for our online formal courses in 2021 to realize upselling
opportunities in our established student base. Similarly, the paid enrollments of our online promotional
courses decreased from 2.6 million in the six months ended June 30, 2021 to 1.3 million in the six
months ended June 30, 2022.
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The total paid enrollments of our classroom-based tutoring courses increased from 71,000 in 2019
to 710,000 in 2020 and further to 836,000 in 2021, as we began to provide classroom-based tutoring
courses on a trial basis in April 2017 and launched our offline course offerings on a large-scale basis in
May 2020. Specifically, the paid enrollments of our classroom-based formal courses increased from
48,000 in 2019 to 293,000 in 2020 and further to 398,000 in 2021, while the paid enrollments of our
classroom-based promotional courses remained relatively stable at 416,000 and 438,000 in 2020 and
2021, respectively, primarily because we began to strategically focus on converting prospective students
to paid enrollments for our classroom-based formal courses in 2021. The total paid enrollments of our
classroom-based tutoring courses decreased from 597,000 in the six months ended June 30, 2021 to
206,000 in the six months ended June 30, 2022, primarily due to (1) the strategic adjustment of the
scale of our offline coverage to effectively manage our growth and improve our profitability, which
reduced the number of our operational hubs from 363 as of December 31, 2021 to 276 as of June 30,
2022, and (2) the impact of the regional resurgence of the COVID-19 pandemic.

Our Directors are of the view that there has been no material cannibalization between our online
and classroom-based tutoring businesses, primarily due to the following reasons:

(1) Online and offline offerings of recruitment examination tutoring services are not
homogeneous products. Instead, they are designed to complement with each other and
address the diversified student needs. According to the F&S Report, some students,
especially adult students with a full-time job, are inclined to have more flexibility to take
courses at the time and location of their choosing, while some other students prefer to
prepare for the relevant examination in a more scheduled, intensive and fully-devoted
manner. Therefore, there is a sustained demand for online and classroom-based career test
preparation services, respectively. As such, we believe that our expansion into
classroom-based tutoring services enable us to increase our market share, rather than
diverting students from our online tutoring services.

(2) According to the F&S Reports, there are substantial underserved needs for both online and
classroom-based recruitment examination tutoring services in China, as evidenced by the
relatively low overall penetration rate of 27.1% in 2021, which is expected to increase to
31.4% in 2026, indicative of significant growth potential. With our OMO integration model,
we believe that we are well positioned to accommodate both needs with our comprehensive
online and classroom-based tutoring services.

(3) Product cannibalization may quickly lead to sales stagnation and revenue loss, but our
results of operations have not indicated a similar trend. For example, the paid enrollments of
our formal courses as a percentage of total tutoring courses increased from 23.4% in 2020 to
33.5% in 2021 and further to 46.2% in the six months ended June 30, 2022. In addition,
since the launch of our classroom-based tutoring on a large-scale basis in May 2020, the
revenue generated from both online and classroom-based tutoring generally increased during
the Track Record Period, except for the impact of the COVID-19 resurgence on our
classroom-based tutoring in the first half of 2022. The relatively stable trend of our online
paid enrollments from 2020 to 2021 primarily resulted from our strategy to reduce the
offering of online promotional courses as discussed above and to grow the paid enrollments
of our online formal courses, as evidenced by a 49.1% increase in the paid enrollments of
our online formal courses.

The following table sets forth a summary of our average gross billings per paid enrollment for the
periods indicated.

Year ended December 31, Six months ended June 30,
2019 2020 2021 2021 2022
(RMB except for the paid enrollments)

Average gross billings per paid

enrollment:

Online learning products
Membership package . . . .. .. 62 55 49 48 44
Challenge exercise . . . ... .. 296 338 305 306 302
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Year ended December 31, Six months ended June 30,
2019 2020 2021 2021 2022
(RMB except for the paid enrollments)

Online tutoring courses

Formal courses . . ........ 726 713 839 859 861
Systematic courses . ... .. 821 759 609 664 595
Premium courses. . . ... .. — 7,447 7,135 7,568 4,746
Special courses . . ... ... 614 416 302 283 275

Promotional courses . ... ... 7 8 13 14 9

Classroom-based tutoring

courses

Formal courses . .. ....... 12,001 9,477 10,984 11,155 8,646

Promotional courses . . ... .. 20 25 73 71 53

The average gross billings per paid enrollment for online formal courses decreased from 2019 to
2020, primarily due to the increased offering of public institution employees examination tutoring
courses and teacher qualification and recruitment tutoring courses that had relatively lower course fees
as compared to civil servants examination tutoring courses. In addition, the average gross billings per
paid enrollment for online special courses was relatively higher in 2019 as compared to those in 2020
and 2021, primarily because we offered certain special courses with relatively high course fees in 2019,
which were discontinued thereafter.

The average gross billings per paid enrollment for online systematic courses and premium courses
decreased from 2020 to 2021 and from the six months ended June 30, 2021 to the six months ended
June 30, 2022, primarily because we continued to increase the offering of public institution employees
examination tutoring courses, teacher qualification and recruitment tutoring courses and other test
preparation courses that had relatively lower course fees as compared to civil servants examination
tutoring courses. For example, during the Track Record Period, our online systematic courses for civil
servants examination were generally priced between RMB880 to RMB980, whereas our online
systematic courses for other examination subjects were generally priced between RMB99 to RMB600.
Similarly, our online premium courses for civil servants examination were generally priced between
RMB3,200 to RMB49,800, whereas our online premium courses for other examination subjects were
generally priced between RMB980 to RMB30,000. The decrease in the average gross billings per paid
enrollment for online premium courses was also caused by the reduced offering of relatively
higher-priced contractual classes that are subject to full refund for no-pass since the second half of
2021. The average gross billings per paid enrollment for online special courses decreased from 2020 to
2021 and from the six months ended June 30, 2021 to the six months ended June 30, 2022, primarily
because an increasing number of relatively higher-priced special courses had been upgraded as premium
courses since 2020 as they gained wide market acceptance as a result of our continued optimization of
such courses with learning content upgrade. The average gross billings per paid enrollment for online
systematic courses, premium courses and special courses may continue to fluctuate in the near future.
We will closely monitor the changes in market demand and industry trends in order to swiftly adjust
our pricing level and service offering mix.

As we focused more on increasing paid enrollments for our relatively higher-priced online
premium courses in 2021 and the six months ended June 30, 2022, the overall average gross billings
per paid enrollment for online formal courses increased from 2020 to 2021 and from the six months
ended June 30, 2021 to the six months ended June 30, 2022, despite the respective decreases in the
average gross billings per paid enrollment for online systematic courses, premium courses and special
courses as discussed above.

The average gross billings per paid enrollment for classroom-based formal courses decreased from
2019 to 2020, primarily because following the launch of classroom-based tutoring on a large-scale basis
in May 2020, we began to offer a more comprehensive portfolio of courses, which included courses
with relatively low course fees that we did not offer in 2019. The average gross billings per paid
enrollment for classroom-based formal courses increased from 2020 to 2021, primarily because we
focused more on increasing paid enrollments for our classroom-based contractual classes that were
priced relatively higher in 2021. The average gross billings per paid enrollment for classroom-based
formal courses decreased from the six months ended June 30, 2021 to the six months ended June 30,
2022, primarily due to the reduced offering of relatively higher-priced written test contractual classes
that are subject to full refund for no-pass since the second half of 2021.
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During the Track Record Period, we generated revenue primarily from the provision of tutoring
services, and to a lesser extent, from the sales of in-house developed textbooks and learning materials.
See “— Sales of Books” for details. The following table sets forth the breakdown of our revenue by
business line and course type for the periods indicated.

Year ended December 31, Six months ended June 30,
2019 2020 2021 2021 2022
RMB % RMB % RMB % RMB % RMB %
(RMB in thousands, except for the percentages)
(Unaudited)
TUTORING SERVICES
Online tutoring

Online learning products . . . 59,152 5.1 160,205 14 146,913 43 89,108 47 87,7194 6.1
Membership package . . . 38271 33 78,269 36 69,734 20 39,346 21 45,398 31
Challenge exercise . . . . 20,881 18 81,936 38 71179 23 49762 26 42,396 3.0
Online tutoring courses . . . 598,280 51.6 826,027 388 1249212 36.4 589,701 313 629,037 433
Formal courses . . . . . . ST4,758 49.6 801,512 317 1,193,269 348 550,501 29.5 618,852 42,6
Systematic courses . . . 433,600 374 534,715 25.1 655,361 19.1 338,113 179 307,378 21.2
Premium courses . . . . — — 50,235 24 332433 9.7 124,996 0.6 210,640 145
Special courses . . . . . 141,158 122 216,562 102 205,475 6.0 93,392 50 100,834 6.9
Promotional courses . . . . 23,522 20 14515 1.1 55,943 1.6 33,200 1.8 10,185 0.7

Subtotal of online tutoring . . 657432 367 986,232 462 1396125 407 678,809 36.0 76831 494
Classroom-based tutoring

Formal courses . . . . . . . 354,141 30.5 881,335 414 1,596,180 46.6 993,704 527 519,017 35.8

Promotional courses. . . . . 306 0.0 5,165 02 21,150 0.6 11,760 0.6 4517 0.3
Subtotal of classroom-based

tutoring . . . .. ... .. 354,447 30.5 886,500 416 1,617,330 472 1,005,464 533 523,534 36.1
SUBTOTAL OF TUTORING

SERVICES . . ... ... 1,011,879 872 1,872,132 87.8 3013455 879 1,084,273 893 1,240,365 85.5
SALES OF BOOKS. . . . . . 148,436 12.8 259,342 12.2 415,104 121 201,144 10.7 210,667 145
TOTAL . .. ........ 1,160,315 1000 2,132,074 1000 3428559 1000 1885417 1000 145,032  100.0

The following table sets forth a summary of our average revenue per paid enrollment for the
periods indicated.

Six months ended

Year ended December 31, June 30,
2019 2020 2021 2021 2022
(RMB)
Average revenue per paid
enrollment:
Online learning products
Membership package . ......... 50 52 46 47 41
Challenge exercise. ... ........ 124 154 146 153 131
Online tutoring courses
Formal courses . ............. 438 543 543 497 547
Systematic courses . . ........ 613 636 473 489 500
Premium courses ........... — 2,364 3,005 2,381 2,019
Special courses. . . .......... 233 354 293 247 245
Promotional courses. .......... 6 5 12 13 8
Classroom-based tutoring courses
Formal courses . ............. 7,377 3,005 4,010 3,457 4,729
Promotional courses. .......... 13 12 48 38 47
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The average revenue per paid enrollment for online formal courses increased from 2019 to 2020,
whereas the corresponding average gross billings per paid enrollment decreased during the same period,
primarily because we offered contractual classes with a relatively long service period in 2019, for
which all gross billings were recorded in 2019, while only a portion of the gross billings corresponding
to the services delivered in 2019 was recognized as revenue in the same year. The average revenue per
paid enrollment for online special courses followed the same trend for similar reasons. We have
strategically ceased to sell such contractual classes since early 2020. The average revenue per paid
enrollment for online systematic courses increased from 2019 to 2020 and from the six months ended
June 30, 2021 to the six months ended June 30, 2022, whereas the corresponding average gross billings
per paid enrollment decreased during the same period, primarily because we recognize revenue
generated from online systematic courses over the relevant service periods, which may cause delay in
revenue recognition compared with receipt of gross billings, as they could be affected by, among others,
the difference in the timing of the relevant examinations and, accordingly, students’ purchases. The
average revenue per paid enrollment for online premium courses increased from 2020 to 2021, whereas
the corresponding average gross billings per paid enrollment decreased during the same period,
primarily because we had reduced the proportion of the course fees of contractual classes that are
subject to refund for no-pass since the second half of 2021. Similarly, the average revenue per paid
enrollment for classroom-based formal courses increased from the six months ended June 30, 2021 to
the six months ended June 30, 2022, whereas the corresponding average gross billings per paid
enrollment decreased during the same period, primarily because we adjusted our business development
strategies, and as a result, reduced the proportion of the course fees of contractual classes that are
subject to refund for no-pass and the offering of written test contractual classes that are subject to full
refund for no-pass since the second half of 2021. The average revenue per paid enrollment for
classroom-based promotional courses increased from the six months ended June 30, 2021 to the six
months ended June 30, 2022, whereas the corresponding average gross billings per paid enrollment
decreased during the same period, primarily because in the six months ended June 30, 2021, in order to
promote our classroom-based tutoring services, we provided certain promotional courses that allowed
for refund if the students completed the courses or purchased formal courses, which resulted in a
relatively higher average gross billings per paid enrollment yet a relatively lower average revenue per
paid enrollment.

OUR TUTORING SERVICES

We deliver our tutoring services through omni-channels. Our instructors deliver courses in live or
pre-recorded format and interact with students on Fenbi online platform. To capture the evolving
student needs for offline services, we also offer classroom-based tutoring, in which our instructors
deliver courses to students who physically attend the lectures in classrooms set up by our local
operational hubs. In addition, students taking either online or offline tutoring courses may supplement
their learning with our online learning products and toolkits. Students are allowed to choose from our
comprehensive online and classroom-based tutoring service offerings based on their learning needs.
According to the F&S Report, some students, especially adult students with a full-time job, are inclined
to have more flexibility to take courses at the time and location of their choosing, while some other
students prefer to prepare for the relevant examination in a more scheduled, intensive and fully-devoted
manner, leading to differentiated choices between online and classroom-based services.
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The following table sets forth a breakdown of the paying users of our tutoring services and the
average revenue per paying user for the periods indicated.

Year ended December 31, Six months ended June 30,
2019 2020 2021 2021 2022
Number of paying users:
Online tutoring services
Existing paying users" . . . ... ... 775,965 1,166,908 1493444 1,185,534 1,092,657
New paying users® . ... ....... 1,338,731 1,967,488 2,261,906 1,200,582 951,065
Subtotal. . .. ...... .. ... ..., 2,114,696 3,134,396 3,755,350 2,386,116 2,043,722
Classroom-based tutoring services
Existing paying users” . . .. ... .. 32,825 189,892 261,698 219,837 97,986
New paying users® . .. ... ... .. 21,511 202,105 220,673 149,418 44,968
Subtotal. . .. ...... ... ... .. 54,336 391,997 482,371 369,255 142,954
Average revenue per paying user:
Online tutoring services (RMB). . . . . . 311 315 372 284 351
Classroom-based tutoring services
(RMB). . .. ... 6,523 2,261 3,353 2,723 3,662

(1) Refer to paying users who had also purchased our tutoring courses and/or learning products in previous periods.

2) Refer to paying users who purchased our tutoring courses and/or learning products for the first time in the period
indicated.

For online tutoring services, the number of new paying users in the six months ended June 30,
2022 was slightly fewer than the number of existing paying users, primarily because we reduced the
offering of our online promotional courses and focused more on converting prospective students to our
online formal courses. For classroom-based tutoring services, the number of new paying users in 2020
was higher than the number of existing paying users, primarily due to the launch of our
classroom-based tutoring services on a large-scale basis in May 2020. In 2021 and the six months ended
June 30, 2022, the number of new paying users was fewer than the number of existing paying users, as
a large portion of the paying users for our classroom-based tutoring services were converted from
paying users who had previously purchased our online service offerings.

Online Tutoring

We deliver online tutoring courses in live or pre-recorded format, or their combination, through
our Fenbi online platform, supplemented by well-designed online learning products, including
membership package and challenge exercise. The flexible nature of our business model and online
platform enables us to scale our business cost-effectively. We believe that our online tutoring services
can improve the efficiency of instructions and enrich the learning experience for students in a number
of ways.

. Access to high-quality instructors. Through our online tutoring courses, we are able to
disseminate scarce high-quality teaching resources to students from scattered locations
nationwide.

. Time efficiency and learning flexibility. Students taking offline tutoring courses must adhere

to a fixed curriculum schedule and commute to a learning center, which may be impractical
and less desirable for adult students with a full-time job and limited free time. By
comparison, students can attend our online tutoring courses using their desktop computers or
mobile devices at the time and location of their choosing. In addition, students may view
and replay the online courses throughout their enrollment period at their convenience, which
is attractive to our students.
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. Technology-driven add-ons. We leverage technologies to enrich our online offerings and
continuously optimize the learning experience for our students. We deliver immersive and
interactive in-class learning supported by our in-house developed RTC video system, and
streamline the after-class exercises by our students with feature-rich online learning products
and toolkits empowered by our data analytics and Al technologies. In this way, we can more
adequately prepare them for the relevant recruitment or qualification examinations.

. Highly engaged and encouraging community culture. We are dedicated to cultivating a
highly engaged learning community. We are the only recruitment examination tutoring
service provider that provides for commenting and other social media features, according to
the F&S Report. On our Fenbi online platform, students and instructors can discuss
knowledge points and share their learning and/or teaching experience. We believe the sense
of community we fostered can enhance student engagement and improve learning outcomes.
In addition, the highly engaged community on our platform has served to promote our brand
recognition and word-of-mouth referrals.

We generated revenue of RMB657.4 million, RMB986.2 million, RMB1,396.1 million, RMB678.8
million and RMB716.8 million from online tutoring services in 2019, 2020, 2021 and the six months
ended June 30, 2021 and 2022, respectively, representing 56.7%, 46.2%, 40.7%, 36.0% and 49.4% of
our total revenue in the same periods, respectively.

Online tutoring courses

Our online tutoring courses cover a wide spectrum of examination categories, including primarily
civil servants examinations, public institution employees examinations, teacher qualification and
recruitment examinations, and various other certification and qualification examinations. See “— Our
Course Offerings.”

Our online tutoring courses cover the full examination preparation cycle and prepare our students
for both written tests and interview tests. Our written test courses may comprise any one Or a
combination of three components: (1) theoretical study, where our instructors deliver courses to cover
the theoretical knowledge based on the examination syllabi; (2) exercises and mock examinations,
where our students do exercises, take mock examinations and receive feedback and detailed analysis of
their performance from our instructors and through our online learning products and toolkits; and (3)
preparation at the sprint stage, where our instructors help our students systematically review the course
content, revisit key knowledge points and hone examination skills. Our interview test courses generally
comprise two main components: (1) theoretical study, where our instructors deliver courses to cover the
different type of interview questions; and (2) interview practice, where our students conduct mock
interviews to practice answers to interview questions, where our instructors will review and provide
feedback.

We primarily deliver our online formal tutoring courses in the following types to our students,
with flexible learning options to suit their personalized academic and skill competence level.

Systematic course (R HE)

We launched our flagship online systematic civil servants examinations tutoring course in
September 2014, being the first of the kind in China, according to the F&S Report. We subsequently
developed additional online systematic test preparation courses for other examinations, such as public
institution employees examinations and the teacher qualification and recruitment examinations. During
the Track Record Period, our systematic courses generally lasted from 15 to 115 days and were
typically priced between RMB99 to RMB980 per course.
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We equip our systematic courses with high-caliber instructors and well-designed curricula to help
students acquire requisite knowledge and skills to pass the relevant recruitment or qualification
examinations. We provide both systematic written test courses and interview test courses to empower
students throughout the examination preparation process. Our systematic written test courses generally
cover three major learning stages, including comprehensive lectures on theoretical knowledge, extensive
exercises and analyses designed to locate and address areas of improvement, and examination sprint
where our instructors help students systematically review the course content and revisit the key
knowledge points. We also offer systematic interview test courses to cover theoretical lectures and live
mock interview sessions where our instructors review the practice performance of our students and
provide them guidance for improvement, and students may observe the performance of their classmates.
We typically provide students with the membership package and in-house developed textbooks and
learning materials as part of the course package to boost their learning effectiveness. We believe that
such tailored course materials can enable students to get the best out of the learning process with us.

We typically deliver our systematic courses in a combination of live and pre-recorded classes. We
believe the live large class is an effective way to maximize the use of top-notch teaching and
curriculum resources and democratize the access to high-quality career test preparation services at an
attractive price. The large-class format also makes our online systematic courses highly scalable, which
allows us to rapidly grow the student base. We also provide pre-recorded classes on theoretical study
and exercises to accommodate the individual learning schedules.

Premium course (¥4 i ¥F)

Starting from June 2020, we offer premium courses for students who require more individual
attention and targeted support. We currently deliver premium courses for civil servants examinations,
public institution employees examinations, teacher qualification and recruitment examinations, and
various other certification and qualification examinations. During the Track Record Period, our
premium courses generally lasted from 20 to 165 days and were typically priced between RMB980 to
RMB49,800 per course.

Our premium course features a well-designed learning roadmap with various targeted services for
our students. We deliver both large-class live lecture courses that built a solid knowledge base and
small-group live courses targeting specific examination key points to better serve the individual
learning needs from our students. We also organize various live Q&As and challenge exercise sessions
in small groups to help students strengthen skills, tackle issues and improve performance. Moreover, we
provide one-on-one services as part of our premium courses, where we assign professional tutors, each
responsible for one specific key subject in the examination syllabi, to attentively engage with each
student to address their queries and track their learning progress after class. Leveraging our intelligent
content recommendation system, our tutors can continuously assign problem sets to students tailored for
their respective weaknesses along the learning process. Upon the completion of an online mock
examination, we provide students with a report detailing personalized analyses and suggestions for
future improvement. In addition, we offer various benefits, such as scholarship and discounted courses
for interview tests, to award and incentivize students. For premium interview test courses, we generally
offer small-class tutoring sessions and mock interview and review sessions in addition to the services
we provide for students of systematic interview test courses.

Special course (ZIHR)

We offer intensive and condensed special courses which are designed for (1) tackling specific
knowledge points and analyzing trending news and the latest social or political issues, (2) preparing
recruitment examinations for positions in regional government-sponsored institutions without a regular,
large-scale recruitment plan, or (3) preparing students in the last few days before the examinations. We
primarily offer our special online courses in live format. During the Track Record Period, our special
courses generally lasted from 10 to 90 days and were typically priced between RMB99 to RMB600 per
course.

- 167 -



BUSINESS

Online learning products

We provide students with innovative products to supplement our online course offerings, including
membership package and challenge exercise. We launched the first membership package product in
China’s recruitment examination tutoring industry, according to the F&S Report, which usually includes
news updates, examination explanatory videos, pre-recorded lectures and course materials on Fenbi
online platform. We offer a portfolio of membership packages targeting substantially all of the
examinations we cover, which were typically priced between RMB8 to RMB499 during the Track
Record Period based on the benefits included and the duration of such membership, which may last for
days or months depending on the corresponding subject and/or examination. The comprehensive
membership package product with a relatively low price serves as an effective tool in acquiring users,
which presents considerable up selling potential for our high-end course offerings.

In December 2018, we launched the “challenge exercise” product, which is one of a kind in
China’s career test preparation industry, according to the F&S Report. It was typically priced between
RMB199 to RMB598 during the Track Record Period. Students who purchase this product can access
different sets of exercises tailored automatically based on their areas of improvement and suitable
difficulty level, which they can “pass through” one by one as they progress in the learning process.
Students who achieve the target score within a prescribed period will be granted a partial or full refund
of the purchase price. We believe that the innovative product feature, together with our established
online question bank and robust Al and data analytics capabilities, allows us to further accumulate users
in a cost-effective manner.

Fenbi online platform
Our Fenbi online platform comprises various mobile apps and accompanying portals, including

websites and Weixin mini-programs. The following table sets forth our major mobile apps, which are
offered by course subject.

Mobile App Target Users
Fenbi Career Test Users seeking to secure a job position in
Preparation government-sponsored institutions or certain
“ CIER TN professions and industries of similar nature, or
acquire a qualification certificate through
examinations generally
Fenbi Teachers Users seeking to prepare for the teacher qualification
“ (OB 2 H ki) and recruitment examinations
Fenbi Graduate Users seeking to prepare for graduate school
School entrance examinations
Entrance
Examination
Fenbi Healthcare Users seeking to prepare for the healthcare system
“ CIER I recruitment
Fenbi National Users seeking to prepare for the National Judicial
Judicial Examinations
Examinations
x> (BRED
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The following screenshots illustrate the main homepage feed and key features of Fenbi Career
Test Preparation, which is representative of all other mobile apps.
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Users may attend live courses, stream pre-recorded courses, review course materials, browse the
question bank and communicate with other users and our instructors through Fenbi online platform. Our
online tutoring setting features multiple functions designed to deliver highly engaging, interactive
classes. For example, empowered by our in-house developed RTC video system, our online tutoring
courses allow a variety of real-time video and audio communications and activities among students and
instructors. During live courses, students can volunteer to answer questions, and instructors can share
their courseware in different formats, call on students to answer questions, and post online quizzes and
review immediate responses. In addition, we enable functions, including document sharing and
interactive whiteboard tools, which can be readily employed by instructors to encourage in-class
discussions, provide vivid illustrations and highlight knowledge points. The following screenshots
illustrate the student interfaces for our online tutoring courses on desktop computers and mobile
devices, respectively.
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Our online tutoring courses have been well received by candidates for various recruitment and
qualification examinations, with industry-leading number of simultaneous viewers as high as 92,000.

Moreover, we have developed a variety of technology-empowered online learning toolkits and
innovative platform functions to facilitate the learning process for students and help them maximize
learning outcomes.

Online question bank

In June 2015, we launched the first comprehensive online question bank in China’s recruitment
examination tutoring industry, and has since stayed at the forefront among all question bank products in
the industry in terms of question explanation and mock question design, according to the F&S Report.
As of June 30, 2022, our question bank had accumulated approximately 2.3 million questions and
supported approximately 1.9 billion number of online exercises on an aggregate of over 30.9 billion
questions practiced.

Our online question bank is more than a collection of questions and answers. They are embedded
with thoughtfully developed learning tools to be used throughout a student’s learning journey from the
first stage in determining their strengths and weaknesses through the final stage of ensuring a student’s
readiness for the test day. Leveraging such powerful tool, students may review past examinations,
revisit missed questions, take mock examinations, and access questions tailored for their respective
areas for improvement.

. Detailed explanations. Our question bank provides detailed explanations of each question
and the underlying knowledge points.

. Performance metrics. After each round of practice, students are able to view their
performance metrics to track their progress and preparedness. Our question bank helps
students understand where to focus their learning efforts for the best possible test outcome.

. 24/7 flexibility and availability. Our question bank is available online 24/7. Students can
access it from their desktop computers and mobile devices. Moreover, our question bank
offers different options ranging from short quizzes that fit a student’s learning schedule to
full-set examination simulations.
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The following screenshots illustrate the student interface of our question bank.
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Online mock examination system

In March 2015, we launched a large-scale online mock examination system, which is open to all
interested participants. Our online mock examination system is able to support live mock examination
on subjective essay questions for over 300,000 participants simultaneously, which demonstrates leading
system capability in China’s recruitment examination tutoring industry, according to the F&S Report.
As of June 30, 2022, we had hosted various online mock examinations for an aggregate of
approximately 45.9 million participants.

Embedded with well-crafted questions, our online mock examination system simulates the format,
difficulty level and length of the actual examination setting, which helps participants overcome
test-taking anxiety and provides them with targeted remediation. The online mock examination system
can also generate score and percentile ranking for each participant automatically within one minute
following the completion of the mock examination, allowing the participant to discern his or her
progress and improvement, set the target job positions and formulate targeted learning strategies. This
feature is particularly useful for preparing civil servants examinations that involve millions of
participants yet the competition intensity varies with different job openings. Meanwhile, participants
can track their progress by taking mock examinations at different learning stages to timely adjust their
learning strategies. They will know where to focus their efforts and can easily access content review
resources on our Fenbi online platform for the topics that need the most improvement. The following
screenshots illustrate the student interface of our online mock examination system.
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Classroom-based Tutoring

We began to provide classroom-based tutoring courses on a trial basis in April 2017 and launched
our offline course offerings on a large-scale basis in May 2020, with comprehensive program and
service offerings and related sales and marketing activities to extend the outreach of our tutoring
services. We offer classroom-based tutoring courses through classroom facilities set up by a network of
local operational hubs in select cities with considerable student demands.

Leveraging our broad user base accumulated through our Fenbi online platform, we can channel
prospective students with offline education needs to our offline course offerings with premium pricing
to facilitate our overall business growth and scale our offline operations in a cost-effective manner. In
2021, approximately 67.5% of all students who paid for our offline courses were converted from
students who had previously paid for our online offerings. Since the launch of our offline course
offerings on a large-scale basis in May 2020 and up to June 30, 2022, we had accumulated over 1.7
million paid enrollments for our offline courses. We strategically launched our offline course offerings
on a large-scale basis in May 2020, considering that by that time (1) we had established our prominent
online presence with a massive user base, and had identified, after careful evaluation of market demand
and competitive landscape, significant growth opportunities from the potential synergy of a OMO
business model, and (2) the Chinese government had gradually lifted lockdown and quarantine
measures with the spread of COVID-19 being effectively contained then, which led to a revival of
offline tutoring activities.
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We are well-positioned to enrich the learning options for students with our OMO model. We may
deliver our course offerings through either online or offline channels or a combination of both, based
on the needs and preferences of our students. Our offline tutoring services also supplement our
comprehensive online offerings to address the demands for more targeted tutoring and localized
insights. We believe that such learning flexibility has allowed us to attract a broader student base and
expand our addressable market effectively. Furthermore, students registered for offline courses may
supplement their learning experience with our feature-rich online learning toolkits, such as the online
mock examination system and the online question bank. See “— Online Tutoring — Fenbi online
platform” for details. Those online add-ons have further facilitated our offline expansion.

We believe that we can optimize our content development efforts capitalizing on the OMO
integration. While our large number of online users and industry-leading technologies enable
data-driven insights into learning behaviors and preferences, our offline operations can provide valuable
understanding on local test materials and admission standards, both of which will contribute to our
integrated course development.

We generated revenue of RMB354.4 million, RMB886.5 million, RMBI1,617.3 million,
RMB1,005.5 million and RMB523.5 million from classroom-based tutoring services in 2019, 2020,
2021 and the six months ended June 30, 2021 and 2022, respectively, representing 30.5%, 41.6%,
47.2%, 53.3% and 36.1% of our total revenue in the same periods, respectively.

Classroom-based tutoring courses

As of the date of this prospectus, we provide classroom-based tutoring courses for civil servants
examinations, public institution employees examinations, and teacher qualification and recruitment
examinations. See “— Our Course Offerings.” Our classroom-based tutoring courses are primarily
designed to meet the differentiated learning needs of certain students, in particular those seeking local
government-sponsored positions. The recruitment examinations of such positions may vary from the
national or provincial level, and therefore require more specific and targeted tutoring services.
Moreover, we can better serve students who become more focused and productive in a classroom-based
learning environment.

Our classroom-based courses prepare students for both written tests and interview tests along the
full preparation cycle. Our written test and interview test courses may last from 10 to 90 days and five
to 20 days, respectively. The components of our classroom-based written test and interview test courses
are similar to that of our online tutoring courses, including theoretical study, exercises and mock
examinations, and preparation at the sprint stage. For each component of the same course, students may
be offered several different time slots and classroom facility location options in the same city or
adjacent cities, enabling students to take courses at the time and location of their choosing for each
stage of their study based on their own learning plans.

Students attending our classroom-based courses may choose boarding services at an additional
cost. In addition, we offer full-time immersion courses (GEMLFE) in our tutoring bases for more
dedicated students, which may last from one to four months. Students attending immersion courses will
have a more intensive learning schedule and go through a large number of exercises to thoroughly
improve their mastery of knowledge and skills. Students may also subscribe for our self-study courses
with boarding services in our tutoring bases to promote their learning efficiency.

Offline tutoring network

We had established an extensive offline network of local operational hubs covering over 220 cities
across 31 provinces, autonomous regions and municipalities in China as of June 30, 2022. We typically
establish subsidiaries and branch offices in select cities of a region, which operate as local operational
hubs for such region. The operational hubs, as legal entities, are responsible for sales and marketing
activities and general administrative operations in support of course delivery and other tutoring services
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in the corresponding region, including recruiting employees and entering into lease agreements for hotel
conference rooms and other properties as classroom facilities and other business agreements. The
following table sets forth the geographical coverage of our offline tutoring network as of June 30, 2022.

Number of local operational hubs Provinces, autonomous regions and municipalities

More than 20 Shandong (22), Jiangsu (21)

16 to 20 Guangdong (19), Yunnan (19)

11 to 15 Gansu (14), Sichuan (14), Henan (13), Anhui (13),
Shanxi (12), Hubei (12), Jilin (12), Zhejiang (12)

Five to 10 Inner Mongolia (10), Heilongjiang (10), Liaoning (10),

Guizhou (10), Ningxia (8), Hunan (7), Chongqing (7),
Shaanxi (5), Jiangxi (5), Fujian (5)

Less than five Xinjiang (3), Beijing (2), Tianjin (2), Qinghai (2),
Guangxi (2), Hebei (2), Tibet (1), Hainan (1), Shanghai (1)
Total 276

The following table sets forth the movement of our operational hubs during the Track Record
Period.

Year ended December 31, en?ilexdn,l]?:]:teh:sio,
2019 2020 2021 2022
As of the beginning of the period . 13 31 214 363
Additions. .. .......... ... ... 18 183 337 1
Terminations . ............... — — (188) (88)
Net increase/(decrease) . ... ... .. 18 183 149 (87)
As of the end of the period. .. ... 31 214 363 276

The number of our operational hubs increased from 31 as of December 31, 2019 to 214 as of
December 31, 2020 and further to 363 as of December 31, 2021, as we began to provide
classroom-based tutoring courses on a trial basis in April 2017 and launched our offline course
offerings on a large-scale basis in May 2020. To effectively manage our growth and improve our
profitability and taking into account the impact of the COVID-19 pandemic on our classroom-based
tutoring in the near term, we strategically adjusted the number of our operational hubs to 276 as of June
30, 2022. Specifically, we closed 188 operational hubs in 2021 and 88 operational hubs in the six
months ended June 30, 2022 based on comprehensive assessment of their operational performance and
the addressable market of the areas they covered, including the local recruitment plans. Going forward,
as we have substantially established our offline operations, we do not expect to make significant
investment in establishing additional operational hubs.

Our local operational hubs are responsible for setting up classroom facilities for course delivery
purpose. As recruitment and qualification examinations typically have short examination preparation
cycles that last for several months, we strategically use hotel conference rooms and other short-term
leased properties to set up our classroom facilities and accommodate our students, which allows us to
swiftly execute and adjust our geographical expansion plan. As such, we are able to assess the number
and capacity of the leased properties we need based on the paid enrollments, and enter into lease
agreements with a term corresponding to the relevant examination preparation cycle. Therefore, we are
able to adjust the scale and location of our classroom facilities on demand from time to time to
effectively manage our costs. In 2019, 2020, 2021 and the six months ended June 30, 2022, the lease
expenses we incurred as cost of sales, which was related to hotel conference rooms and other short-term
lease agreements with a term of less than one year, accounted for 100.0%, 98.4%, 90.8% and 84.7% of
the total cost of sales relating to leased properties for course delivery (including lease expenses and
depreciation of right-of-use assets). In addition, we may set up tutoring bases designed to host our
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immersion courses, which are equipped with classrooms and boarding facilities. In addition, our
operational hubs may reserve several classrooms, usually adjacent to the offline offices, for students’
convenience.

We centrally manage our online and classroom-based tutoring services. We closely monitor the
day-to-day operations of our local operational hubs and direct their routine activities such as content
development, student administration and teaching staff evaluation. We also recruit, manage and evaluate
the financial staff in all of our local operational hubs at the headquarters level, and holistically review
budgets and allocate finance resources to ensure integrity.

As a general principle, we perform detailed market research on the local demands for our tutoring
services before entering into a greenfield region, taking into account various factors, such as the
recruitment plans of local government-sponsored institutions and the market competition. We also
leverage data-driven insights to make informed execution decisions to guide our offline expansion. We
generally set up our operational hubs in the downtown area or near colleges and universities to cover a
wide student population with diverse academic and career development demands. Our tutoring bases are
generally located in the suburb of a regional metropolises to accommodate a broader student base in the
surrounding areas.

The following table sets forth a breakdown of our revenue generated from classroom-based
tutoring services by region for the periods indicated.

Year ended December 31, Six months ended June 30,
2019 2020 2021 2021 2022
RMB % of Total RMB % of Total RMB % of Total RMB % of Total RMB % of Total

(RMB in thousands except for percentages)

(Unaudited)
Eastern China region . . . . . 103,551 29.2 229,266 25.9 380,500 235 198,171 19.7 71,665 137
Northern China region. . . . . 74,926 211 168,585 19.0 269,072 16.6 177,511 177 79,094 15.1
Southern China region. . . . . 70,962 20.0 116,257 13.1 259,816 16.1 166,985 16.6 93,713 179
Northwestern China region . . . 40,682 11.5 114,109 129 245,956 15.2 172,993 172 98,372 18.8
Northeastern China region . . . 32,450 92 114,038 129 198,714 123 129,872 129 56,800 108
Southwestern China region. . . 31,876 9.0 144,245 162 263,272 16.3 159,932 159 123,890 2.7

Total revenue generated from
classroom-based tutoring
serviees . . ... ... .. 34447 1000 886,500 1000 1,617,330 1000 1,005,464 1000 523,534 100.0

Our Course Offerings

We offer a wide range of test preparation courses addressing various educational needs of adult
students in China. As of the date of this prospectus, our course offerings primarily include (1) civil
servants examinations tutoring courses, (2) public institution employees examination tutoring courses,
(3) teacher qualification and recruitment tutoring courses, and (4) other test preparation courses.

- 176 -



BUSINESS

The following table sets forth a breakdown of our revenue generated from tutoring services by
examination sector for the periods indicated.

Year ended December 31, Six months ended June 30,
2019 2020 2021 201 2022
RMB % of Total RMB % of Total RMB % of Total RMB % of Total RMB % of Total

(RMB in thousands except for percentages)

(Unaudited)

Civil servants examination

tutoring . . ... ... 799415 790 1438322 768 2062865 685 L1367 675 828,682 608
Public institution employees

examination tutoring . . . . 114,121 113 279,009 149 586,796 19.5 356,605 212 244249 19.7
Teacher qualification and

recruitment tutoring . . . . . 53413 53 102,973 5.5 251,947 8.4 138,542 §.2 127,803 10.3
Other test preparation . . . . . 44,930 44 52428 28 111,847 37 52307 31 39,031 32
Total revenue generated from

tutoring services . . . . . . 1,011,879 1000 1,872,732 1000 3013455 1000  1,684273 1000 1,240,363  100.0

Civil servants examination tutoring

Candidates seeking a career in the central governmental agencies in China are required to pass the
National Civil Servants Examination, which is held by the National Civil Service Administration (3
N R ALFNE [5 % 22 F5 B ). The written tests are normally held in November or December of a year and
the results are usually announced in January of the following year. Subsequently, the interview tests are
normally held in February or March, and the results are usually announced in March or April of the
same year.

Candidates seeking a career in the local governmental agencies in China are required to pass the
Regional Civil Servants Examination, which is generally held by the regional bureaus of the National
Civil Service Administration and relevant departments of provincial governments. The written tests and
the interview tests (following the announcement of the written test results) are normally held in the first
half of a year, and the final results are gradually released in the second half. Certain provinces, such as
Zhejiang Province, normally hold the written tests of the Regional Civil Servants Examination in the
fourth quarter of a year following the written tests of the National Civil Servants Examination, and hold
the interview tests in the next year.

According to the F&S Report, the National Civil Servants Examination and the Regional Civil
Servants Examination are among the most sought-after professional examinations in China, attracting an
aggregate of approximately 7.0 million applicants in 2021. Moreover, the National Civil Servants
Examination is among the most difficult examinations in China in terms of the passage rate. The
passage rate of the written test and the interview test of the National Civil Servants Examination in
2021 was 8.2% and 20.0%, respectively, and the recruitment rate in 2021 was only 1.6%. In addition,
the recruitment ratio of the Regional Civil Servants Examination ranged from 4.5% to 2.9% from 2016
to 2021, and the passage rate of the written test and the interview test of the Regional Civil Servants
Examination in 2021 was 8.7% and 33.3%, respectively.

We have designed our preparation courses around the preparation of the Civil Servants
Examinations to help students acquire and improve their knowledge and skills. We currently offer both
online tutoring courses and classroom-based tutoring courses to meet students’ diversified learning
needs. In addition, our civil servants examination tutoring courses have diverse course syllabi, covering
either written tests or interview tests or a combination of both and varying upon intensity and
comprehensiveness, to maximize learning flexibility.
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Public institution employees examination tutoring

Candidates seeking employment in a public institution in China must pass a recruitment
examination held by the relevant institution. We currently offer both online tutoring courses and
classroom-based tutoring courses for public institution employees examinations, covering both written
tests and interview tests. Similar to civil servants examination tutoring courses, our public institution
employees examination tutoring courses have different course syllabi with varying levels of intensity
and coverage, catering to different needs of students.

Teacher qualification and recruitment tutoring

Candidates seeking a career as a teacher must pass the teacher qualification examinations held by
the National Education Examinations Authority. We provide preparatory courses ranging from
kindergarten teacher qualification examinations to secondary school teacher qualification examinations
to help our students acquire and improve their knowledge and skills related to such examinations. We
currently provide our teacher qualification tutoring courses through both online and offline channels
with diversified course syllabi covering written tests or interview tests or a combination of both.

After obtaining the requisite teacher qualification certificate, a candidate seeking a
government-sponsored teaching position in public schools or certain private schools must pass the
teacher recruitment examinations held by regional education bureaus or personnel bureaus. Similarly,
we offer both online tutoring courses and classroom-based tutoring courses with diversified course
syllabi covering written tests or interview tests or a combination of both, including offline one-on-one
interview test courses.

Other test preparation courses

We provide various recruitment examination tutoring courses for several professionals and
industries in the broad public service sector, such as recruitment examinations for state-owned banks,
public security bureaus and community-level posts in education, agriculture, healthcare and poverty
relief. We primarily provide online courses for these recruitment examinations. We also provide a
variety of test preparation courses for certain qualifications and certifications, such as the CPA
certificate test preparation course, the construction engineer certification test preparation course and the
national judicial examination. In addition, we have expanded our course offerings beyond the
non-formal VET market to further enlarge our user based and exploit cross-selling opportunities. For
example, as a great number of soon-to-be university graduates would prepare for civil servants or
public institution employees examinations and graduate school applications simultaneously or
consecutively, we launched our graduate school entrance examination preparation courses in 2020,
which covers the vast majority of specialized subjects. In June 2018, we launched the preparation
courses for CET 4, which is a prerequisite for a bachelor’s degree at a majority of colleges and
universities in China, and the preparation courses for CET 6, which is widely preferred by employers
nowadays, to attract undergraduates as they are potential targets of our career test preparation courses.

Course Fees and Refund Policies

We generally require our students to pay the full amount of course fees after signing up for either
online courses or classroom-based courses. We generally determine the course fees based on a number
of factors, including, among others, subject matter, examination cycle, level of sophistication of the
course, course coverage, add-on services and competition. Our course fees may also include
accommodation and meal costs for certain courses with boarding services. In general, the course fees
for classroom-based tutoring courses are relatively higher than those for our online tutoring courses.
The course fees for premium courses are also higher than those for our systematic courses. The
following table sets forth the typical course fee ranges of our formal courses by service type during the
Track Record Period.
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Typical course fee ranges

(RMB)
Civil servants examination tutoring courses
Online systematic COUISeS. . . . . ..ot v it in e 880-980
Online premium COUISES. . . . v v v v it et et e e 3,200-49,800
Online special courses . .. ..........o ... 99-600
Classroom-based tutoring courses . . ... ............... 500-30,000
Public institution employees examination tutoring courses
Online systematic COUISES. . . . v v v v v i v i e et e e e 200-600
Online premium COUTSeS. . . v v v v v v v e et e e e 980-30,000
Online special courses . ... ............ ..., 99-600
Classroom-based tutoring courses . . .. ................ 500-20,000
Teacher qualification and recruitment tutoring courses
Online systematic COUTISeS. . . . . v v v v v vt e 99-400
Online premium COUISES. . . v v v v v v vt e e e e e e e s 980-12,800
Online special courses . .. ......... ..., 99-600
Classroom-based tutoring courses . . .. ................ 500-15,000
Other test preparation courses
Online systematic COUISeS. . . . . ..o v v ii e e 99-600
Online premium COUISES. . . . v v v v v v et ettt e e e e 600-7,000
Online special courses . .. ........... ... 99-1,000

Classroom-based tutoring courses . . ... ............... —

Our courses can be classified as non-contractual classes and contractual classes based on different
refund policies. All promotional courses are classified as non-contractual classes from the revenue
recognition perspective. Students subscribing for certain formal courses, including primarily civil
servants examination tutoring courses, public institution employees examination tutoring courses,
teacher qualification and recruitment tutoring courses and CET 4/6 preparation courses, have the option
to choose between non-contractual classes or contractual classes, and the course fees for contractual
classes are generally higher than that for the non-contractual classes of the same course. In determining
whether to offer contractual classes for certain courses, we generally consider factors such as the
number of relevant applicants and positions offered, level of competition, as well as the historical
demand for the relevant courses.

We may allow refund of course fees in instances of withdrawal from all types of classes prior to
the class start date or during the span of the courses. The refund is proportional to the undelivered
classes and services. We also refund the fees related to the accompanying textbooks and learning
materials if they remain unused at the time of the withdrawal after deducting delivery fees. The
following table sets forth the respective withdrawal rates for our online and classroom-based offerings,
as calculated by dividing the withdrawal refunds during a given period (including withdrawals prior to
the class start date) by the gross billings in the same period, during the Track Record Period.

Six months
Year ended December 31, ended June 30,
2019 2020 2021 2022
Online tutoring courses and
learning products. . ... ....... 5.6% 8.9% 7.7% 7.7%
Classroom-based tutoring courses . 8.8% 12.6% 13.7% 20.3%

The withdrawal rate for our classroom-based offerings increased in the six months ended June 30,
2022, primarily due to the impact of the regional resurgence of the COVID-19.

In addition, the course fees for contractual classes are partially or fully refundable if the students
complete the classes but fail to pass the examinations as specified in our agreement. The overall
examination passage rate varies among different examinations. For example, the passage rate of the
written test and the interview test of the National Civil Servants Examination in 2021 was 8.2% and
20.0%, respectively. See “Industry Overview” and “— Our Course Offerings.” As such, we initially
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record a certain percentage of the contractual class course fees and non-contractual class course fees as
refund liabilities based on the estimated refund rate respectively, taking into consideration the historical
refund level. We initially record the remaining course fees as contract liabilities, which are
subsequently recognized as revenue over the relevant service periods. See “Financial Information —
Critical Accounting Policies, Judgments and Estimates — Revenue Recognition” for details.

At the time of purchase, our students may choose from different refund options for the same
contractual class, i.e., a partial or full refund for no-pass, which have substantially the same course
syllabi and other general course settings. For written test contractual classes, the course fees for fully
refundable contractual classes are generally higher than that for the partially refundable contractual
classes of the same course. Since the second half of 2021, we substantially reduced the offering of
written test contractual classes that are subject to full refund for no-pass. Similarly, for interview test
contractual classes, the course fees for fully refundable contractual classes are generally higher than
that for the partially refundable contractual classes of the same course. In addition, for certain civil
servants examination tutoring courses, only students who have passed the written tests with outstanding
scores are entitled to purchase our fully refundable interview test contractual classes. During the Track
Record Period, for partially refundable contractual classes, the proportion of the course fees that are
subject to refund generally ranged from 65% to 70% of the total course fees.

If a student of our contractual classes fails to pass the examinations, a refund request can be
submitted to us from the date of the announcement of the examination results. After we receive the
refund request and supporting materials and confirm the facts, we will promptly make the refund to
such student. We are entitled to reject a refund request if such student fails to pass the examination due
to his or her own fault, such as failure to complete our courses, failure to adhere to our learning plans
or no-show at the examinations. While we do not specifically provide for a cut-off date for students’
refund requests, in practice, substantially all of the students who fail to pass the examinations will
submit their refund requests within six months following the relevant examination dates. During the
Track Record Period and up to the Latest Practicable Date, we only had two legal disputes relating to
course fee refund with an aggregate amount in dispute of approximately RMB14,000. One student had
subsequently withdrawn his claim for lack of reasonable ground, and the other student had settled the
dispute with us for a settlement amount of RMB600.

Starting from 2020, we began to offer postpaid contractual classes to attract an enlarging student
base of different spending powers. Students purchasing our postpaid contractual classes are allowed to
withhold a portion of the course fees, and are obligated to make the payment only upon passing the
relevant examinations. We record a certain percentage of the course fees to be collected for postpaid
contractual classes as contract assets based on the estimated passage rates and the service progress. See
“Financial Information — Discussion of Major Balance Sheet Items — Contract Assets.” As of June 30,
2022, we had contract assets of RMB60.2 million, 100.0% of which had been collected as of October
31, 2022. In 2019, 2020, 2021 and the six months ended June 30, 2021 and 2022, we generated revenue
of nil, RMB228.1 million, RMB372.7 million, RMB302.5 million and RMB166.6 million from the
postpaid contractual classes, respectively. We have implemented comprehensive internal protocols to
ensure fee collection for our postpaid contractual classes. For students who have not made the payment
after the examination results are released, we verify their performance promptly and send payment
notifications to those who have passed the relevant examinations. Our customer service staff review
payment records from time to time and closely follow up with students on payment status. For students
who fail to make the payment after the due date, our legal department will take appropriate follow-up
actions. During the Track Record Period, we experienced no significant impairment loss relating to
postpaid contractual classes.
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The following table sets forth the paid enrollments of our tutoring courses by course type for the
periods indicated.

Year ended December 31, Six months ended June 30,
2019 2020 2021 2021 2022

Contractual classes
Online . ..................... 21,000 19,100 58,400 23,900 32,500
Classroom-based . . ... ........... 14,200 135,300 217,600 168,000 53,100
Subtotal . . .. ........... .. ... . 35,200 154,400 276,000 191,800 85,600
Non-contractual classes
Online . ..................... 4,952,800 6,831,400 6,846,200 3,709,200 2,445,800
Classroom-based . . . ............. 56,500 574,500 618,100 429,200 153,000
Subtotal . . .. ........ ... ... ... ... 5,009,300 7,405,900 7,464,300 4,138,400 2,598,800
Total . . ..................... 5,044,500 7,560,300 7,740,300 4,330,200 2,684,400

The following table sets forth the revenue of our tutoring courses by course type for the periods
indicated.

Year ended December 31, Six months ended June 30,
2019 2020 2021 2021 2022
(RMB in thousands)
(Unaudited)

Contractual classes
Online . ..................... 37,889 69,608 124,483 69,130 67,895
Classroom-based . . . ............. 180,188 380,175 920,356 529,166 294,250
Subtotal . . .. ....... ... ... ... .. ... 218,077 449,783 1,044,839 598,296 362,145
Non-contractual classes
Online . ......... ... ... ....... 560,391 756,419 1,124,729 520,571 561,142
Classroom-based . . . ............. 174,259 506,325 696,974 476,298 229,284
Subtotal . . .. ........... .. ... . 734,650 1,262,744 1,821,703 996,869 790,426
Total . . ..................... 952,727 1,712,527 2,866,542 1,595,165 1,152,571

In addition, students who purchased our “challenge exercise” product and achieved the target
score within a prescribed period are eligible for a partial or full refund of the purchase price. See “—
Online Tutoring — Online learning products.”

The following chart illustrates the simplified service and refund process of our tutoring services.

Online order placement and payment

I

Online learning products Online/Offline courses

Non-contractual Contractual Withdrawal
Challenge exercise

classes l classes

Membership package

Examination taking

Conclusion of services

Failure
. . . Pass Failure
Conclusion of services

Proportional refund ‘

Conclusion of services Achieve the target score

Full/Partial refund ‘

Conclusion of services

‘ Full/Partial refund ‘
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As advised by our PRC Legal Advisors, as of the date of this prospectus, there are no specific
requirements or restrictions on the course fee collection methods and/or standards applicable to our
tutoring services under the current regulatory regime in China, and we have not breached or violated
PRC laws and regulations by virtue of provision of refundable contractual classes.

Fenbi Smart Devices

We offer smart devices, including Fenbi Smart Pen and Fenbi Smart Book, to students subscribed
for certain online premium civil servants examination tutoring courses as part of the course package.
Our smart devices are developed and manufactured in collaboration with third parties based on our
needs and requirements. Fenbi Smart Pen and Fenbi Smart Book are designed to work in pair with each
other. As a student writes on the Fenbi Smart Book printed using dot matrix technology, Fenbi Smart
Pen, equipped with pressure sensor and camera, can leverage OCR technology to automatically capture
and convert the handwritings into data. The data are synchronized with our mobile apps via Bluetooth
instantaneously, allowing the student to view his or her handwritings simultaneously. The handwritings
are also uploaded to and stored on cloud servers concurrently, which enables the student to search and
review his or her notes on demand. Moreover, the responsible tutor may review the inputs of the
student on his or her device to track the learning progress, evaluate the learning effectiveness and leave
targeted suggestions for improvement. In addition, our Fenbi Smart Pen is easily portable with only
20.5 grams in weight, which enables flexible learning anytime and anywhere. Fenbi Smart Pen is also
equipped with a lithium polymer battery to support 16-hour continuous writing and 180-day standby.
We believe that these smart devices facilitate the note-taking and reviewing process, which enhances a
student’s learning efficiency and productivity.

SALES OF BOOKS

With a content development team of 249 specialists as of June 30, 2022, we design and develop
substantially all of the content on our platform in-house, including course curricula and textbooks and
learning materials. See “— Research and Development — Content Development.” Our textbooks and
learning materials have gained widespread popularity through, among others, word-of-mouth referrals
by our existing students. As of the Latest Practicable Date, we had released over 900 textbooks and
learning materials in collaboration with third-party publishing companies. During the Track Record
Period and as of the Latest Practicable Date, we have engaged in publication distribution business,
including wholesale, retail and online sales, and have obtained the License for Operating Publication
Business for such publication distribution business. We have also obtained a License for Printing
Operations for in-house printing activities. See “— Licenses, Permits and Approvals.”

We have implemented stringent internal control measures to monitor the editing, publication and
distribution of our textbooks and learning materials. Our internal book publishing team is responsible
for compiling and reviewing the book drafts and manuscripts furnished by our content development
personnel to identify and resolve any issues with respect to content, structure, formatting, completeness
and general compliance based on our internal protocols. The relevant drafts will then be submitted to
collaborated third-party publishing companies for three rounds of review and editing, during which we
will further polish the content, structure and formatting based on comments and suggestions from the
publishing companies and submit the advanced drafts for internal quality control check. The publishing
companies are also responsible for applying for the cataloguing in publication (CIP) and international
standard book number (ISBN) to ensure our textbooks and learning materials to be published have the
required authorization. Furthermore, we require that all physical textbooks and learning materials
provided by us to our students shall be official publications with authorized book numbers, and that we
shall not provide or otherwise make available to our students unauthorized or counterfeit physical
publications. We have also assigned designated personnel to monitor our ongoing compliance with
applicable PRC laws and regulations, and to review the qualifications of our business partners. Our
PRC Legal Advisors are of the view that the relevant entities of our Group have obtained the required
authorization to operate publication distribution business and that the third-party publishing companies
we cooperate with have obtained the required authorization to operate publishing business.
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Revenue generated from sales of books during the Track Record Period was related to (1)
standalone sales activities in relation to our textbooks and learning materials and (2) sales that
accompany our tutoring services as part of the course package our students purchased. As to standalone
sales, we primarily sell the textbooks and learning materials directly through major e-commerce
platforms, and to a much lesser extent, through distributors comprising several third-party book sellers
and one e-commerce company.

We entered into distribution arrangements with nine, nine, 13 and eight third-party book sellers in
2019, 2020, 2021 and the six months ended June 30, 2022, respectively. Revenue generated under the
distribution arrangements accounted for 0.9%, 1.1%, 1.3% and 2.0% of our total revenue in 2019, 2020,
2021 and the six months ended June 30, 2022, respectively. Our relationship with these third-party book
sellers is that of seller and buyer. Under the distribution arrangement, we sell textbooks and learning
materials to third-party book sellers, which then sell to end-consumers on their own behalf. As such, we
recognize revenue when the third-party book sellers accept the textbooks and learning materials upon
delivery. The distribution agreement generally stipulates a fixed discount on the retail price as our sales
price to distributors. The third-party book sellers are typically allowed to return unsalable textbooks
and learning materials within a limited time period and with a cap of no more than 20% of the number
purchased in the last order in a given period for each type of books, or for reasons of quality defects.
The refund amount attributable to returned textbooks and learning materials by third-party book sellers
in 2019, 2020, 2021 and the six months ended June 30, 2022 was RMBO0.7 million, RMBO0.5 million,
RMB3.1 million and RMB1.1 million, respectively, representing a return rate of 5.8%, 2.0%, 5.8% and
3.0% for the same periods, respectively, which we believe was relatively low. Such amount was directly
offset against the revenue for the relevant period. We generally require book sellers to return textbooks
and learning materials within 30 days upon our approval of their return requests. We may then directly
sell such returned textbooks and learning materials through major e-commerce platforms to minimize
the disposal of obsolete inventory. We believe that such return policy allows us to better assess the
market demand for our books and to dynamically adjust our production volumes. We also believe that
such policy can help us build and nurture stable business relationships with third-party book sellers.
Moreover, it is an industry norm for third-party book sellers to return books and learning materials
within a specified time period and generally with a capped amount, according to the F&S Report.

We also entered into a consignment arrangement with an e-commerce company during the Track
Record Period. Revenue generated under the consignment arrangement accounted for 0.3%, 0.3%, 0.2%
and 0.1% of our total revenue in 2019, 2020, 2021 and the six months ended June 30, 2022,
respectively. Our relationship with the e-commerce company is that of principal and agent. Under the
consignment arrangement, we sell textbooks and learning materials to the e-commerce company at a
fixed discount on the retail price, which it then on-sell to its end-consumers. We recognize revenue
generated from such e-commerce company when end-consumers confirm acceptance of their purchases.
We are required to deliver in advance certain quantities of textbooks and learning materials to the
e-commerce company at its designated locations at our cost. The e-commerce company is typically
allowed to return unsalable textbooks and learning materials upon the expiration of the credit period.
We are also obligated to accept returns from the end-consumers of the e-commerce company for reasons
of quality defects. In addition, starting from January 1, 2020, we pay 6% of the annual sales amount to
the e-commerce company pursuant to the renewed consignment arrangement, which are recognized as
sales and marketing expenses. In 2020 and 2021, we incurred such expenses of RMB0.4 million and
RMBO0.5 million, respectively. We did not incur such expenses in the six months ended June 30, 2022,
which will only be calculated and recognized upon the conclusion of the current calendar year pursuant
to the consignment arrangement.

During the Track Record Period, to the best knowledge of our Directors, none of our distributors
had any past or present relationship (business, employment or otherwise) with our Company, our
subsidiaries, shareholders, directors, senior management or any of their respective associates, save for
acting as our distributors. During the Track Record Period, we did not provide any advance or financial
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assistance to our distributors. To the best knowledge of our Directors, there is no other relationship or
arrangement (family, financing guarantee or otherwise in the past or present) between each of our
distributors.

OUR TEACHING STAFF

We have a dedicated team of teaching staff, including instructors and other supporting staff. We
have implemented comprehensive measures, including selective hiring process, systematic continuing
training, and competitive compensation packages based on rigorous on-going evaluation, to recruit,
train and retain our teaching staff.

Our Instructors

We believe our high-caliber teaching staff form the backbone of our superior teaching quality. As
of June 30, 2022, we had 3,796 full-time instructors with profound knowledge and experience in course
subjects and effective teaching skills. The following table sets forth the number of our full-time
instructors, the ratio of paid enrollments per instructor and the average revenue per instructor as of the
dates and for the periods indicated.

As of/for the six months

As of/for the year ended December 31, ended June 30,
2019 2020 2021 2021 2022
Number of instructors:
Online tutoring courses . . . 114 2,665 2,502 2,908 2,649
Classroom-based tutoring
COUISES . v v v v v e 602 3,887 2,018 4,368 1,147
Total . ............... 716 6,552 4,520 7,276 3,796
Ratio of paid enrollments
per instructor":
Online tutoring courses . . . 61,404 4,930 2,673 1,340 962
Classroom-based tutoring
COUISeS . . .. vvv v .. 159 316 283 145 130
Average revenue per
instructor®:
Online tutoring courses
(RMB) . ............ 7,386,173 594,478 483,535 211,628 244,239
Classroom-based tutoring
courses (RMB). . ...... 794,724 394,965 547,783 243,601 330,827

(D) Calculated based on the paid enrollments of tutoring courses for the relevant period divided by the average number
of full-time instructors for the same period. The average number of instructors for a certain period is calculated by
adding the number of instructors at the beginning of the period and the number of instructors at the end of the
period, divided by two. We had 338 instructors as of January 1, 2019, comprising 48 instructors for online tutoring
courses and 290 instructors for classroom-based tutoring courses.

(2) Calculated based on the revenue of tutoring courses for the relevant period divided by the average number of
full-time instructors for the same period.

The number of instructors increased significantly from 716 as of December 31, 2019 to 6,552 as
of December 31, 2020 and further to 7,276 as of June 30, 2021 as a result of our offline expansion,
launch of premium courses and business growth efforts. The number of our instructors decreased from
7,276 as of June 30, 2021 to 4,520 as of December 31, 2021 and further to 3,796 as of June 30, 2022,
as we optimized our employee structure in 2021 and the first half of 2022 in an effort to improve our
operational efficiency and profitability.
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The ratio of paid enrollments per instructor for our online tutoring courses decreased from 61,404
in 2019 to 4,930 in 2020, primarily because we expanded our teaching team to support the launch of
our premium courses in June 2020, which features a relatively lower student-instructor ratio in order to
deliver more individualized learning experience, as compared to systematic courses. For example,
during the Track Record Period, our online systematic courses for written tests typically had an average
of 1,000 to 4,000 students, while our online premium courses for written tests typically had an average
of 20 to 400 students. The ratio of paid enrollments per instructor for our online tutoring courses
continued to decrease to 2,673 in 2021, primarily due to the increased offering of our online premium
courses. The ratio decreased from 1,340 in the six months ended June 30, 2021 to 962 in the six months
ended June 30, 2022, primarily due to a decrease in the paid enrollments of our online promotional
courses, which were 1.3 million in the six months ended June 30, 2022 as compared to 2.6 million in
the six months ended June 30, 2021, in addition to the increased offering of our online premium
courses. We believe our offering of online premium courses can effectively capture the demands of
students who require more individual attention and targeted support, allowing us to increase our market
share. The course fees of the online premium courses are generally higher than that of the online
systematic courses on the same subject, and the revenue contribution of our online premium courses
continuously increased during the Track Record Period. Meanwhile, although the average revenue per
instructor for online tutoring courses decreased from 2019 to 2021 as we expanded our teaching team to
support the launch and increased offering of our premium courses, such average revenue per instructor
began to increase thereafter, despite the decrease in the ratio of paid enrollments per instructor for
online courses, indicating the improved earning power of our business as a result of, in particular, our
online premium courses.

The ratio of paid enrollments per instructor for our classroom-based tutoring courses increased
from 2019 to 2020, primarily due to the significant growth of our offline paid enrollments, particularly
following the launch of our offline classroom-based tutoring on a large-scale basis in May 2020. This
ratio decreased slightly from 2020 to 2021, primarily because we had been expanding our offline
teaching team in response to the increased demand for offline tutoring, which resulted in a significantly
higher number of instructors at the beginning of 2021 as compared to the beginning of 2020. To
effectively manage our growth and improve our profitability, we subsequently optimized our employee
structure in 2021 and sought to increase the utilization and efficiency of our teaching staff going
forward. The ratio of paid enrollments per instructor for our classroom-based tutoring courses decreased
from 145 in the six months ended June 30, 2021 to 130 in the six months ended June 30, 2022,
primarily due to the decreased paid enrollments of our classroom-based tutoring courses as a result of
(1) the strategic adjustment of the scale of our offline coverage, and (2) the impact of the regional
resurgence of the COVID-19 pandemic. The average revenue per instructor for classroom-based
tutoring courses decreased from 2019 to 2020, primarily because we expanded our teaching team to
support the launch of our classroom-based tutoring on a large-scale basis in May 2020. Such average
revenue per instructor increased steadily thereafter, despite the decrease in the ratio of paid enrollments
per instructor for offline courses, indicating the stable and sustained development of our offline
operations.

The following table sets forth the movement in the number of our full-time instructors during the
Track Record Period.

Year ended December 31, en?;:d“ll]?:]teh;o’
2019 2020 2021 2022
As of the beginning of the period . 338 716 6,552 4,520
Recruitments . ............... 597 7,374 3,996 116
Departures . . . ............... (219) (1,538) (6,028) (840)
Net increase/(decrease) . ... ... .. 378 5,836 (2,032) (724)
As of the end of the period. . .. .. 716 6,552 4,520 3,796
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The turnover rate of our full-time instructors, as calculated by dividing the number of departed
instructors in the relevant period by the average number of instructors at the beginning and end of the
same period, was 41.6%, 42.3% and 108.9% for 2019, 2020 and 2021, respectively. As we substantially
completed the optimization of our teaching team in 2021, the turnover rate of our full-time instructors
decreased significantly to 20.2% for the six months ended June 30, 2022. We believe that such
optimization had no adverse impact on the quality of our course offerings and our business operations
in general. As the objective of our structure optimization was to improve our operational efficiency, we
generally retrenched surplus instructors for our classroom-based tutoring services during this process
based on comprehensive assessment of market demand and their respective performance indicators.
Specifically, we selectively retained high-caliber instructors during the optimization process to improve
our teacher utilization and maintain the quality of our courses. In addition, we have adopted a
systematic and centralized content development approach to ensure consistent quality across our various
offerings, and have placed continuing importance on the training and evaluation of instructors. We have
also implemented incentive measures for other teaching staff of our offline tutoring services to ensure
their service quality.

The following table sets forth a breakdown of our full-time instructors by education degree as of
the dates indicated.

As of December 31, 2021 As of June 30, 2022
Number of Number of
Instructors % of Total Instructors % of Total
Bachelor’s degree or below'" . . .. 3,515 77.8 2,984 78.6
Master’s degree or above® . ... .. 1,005 22.2 812 21.4
Total . ..................... 4,520 100.0 3,796 100.0

(1) Included 3,509 instructors with a bachelor’s degree and six instructors with an associate’s degree as of December
31, 2021, and 2,978 instructors with a bachelor’s degree and six instructors with an associate’s degree as of June 30,
2022.

2) Included 1,003 instructors with a master’s degree and two instructors with a doctorate degree as of December 31,
2021, and 810 instructors with a master’s degree and two instructors with a doctorate degree as of June 30, 2022.

In addition to full-time instructors, we engage part-time instructors mainly during peak seasons in
response to the increasing demand of our tutoring services. We primarily engage part-time instructors
through outsourcing companies. See “— Employees.”

Recruitment

We implement a highly selective hiring process to recruit instructors with robust skillsets and
diverse backgrounds. The recruitment process for our instructors normally consists of résumé screening,
written test, in-person interview, onboarding training and trial class, in order to assess the candidates
thoroughly based on our recruitment criteria. We recruit both college graduates and experienced
instructors from other educational institutions with proven teaching records. We recruit new instructors
from time to time to ensure that we have sufficient teaching resources to support our business growth.
Under applicable PRC laws and regulations, our instructors and other teaching staff are not required to
hold any specific certification or qualification.

Training and quality assurance

We generally require newly hired instructors to undergo a systematic onboarding training session
on education content, teaching skills and professional ethics. To ensure the quality of our course
delivery, newly hired instructors are generally assigned to less challenging courses that are distributed
at a limited scale or less challenging positions to serve as tutors, which allows them to hone their
teaching skills before delivering courses to large-class students in a live format. We also require our
instructors to participate in various more in-depth continuing training programs focusing on education
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content and teaching skills to continuously refine teaching quality. Our on-going training also ensures
that our instructors stay up to date with changes in student needs, admission standards, testing
materials, examination requirements and other key industry trends. For example, our content
development team will make teaching suggestions to our instructors on a routine basis leveraging their
close attention to evolving industry trends and admission standards. We also organize annual training
sessions on content development according to the examination cycle to execute content updates and
facilitate our content development efforts based on firsthand teaching experience.

To ensure teaching quality and consistency across classrooms, our instructors must adhere to the
curriculum requirements and use in-house designed course materials. We require our instructors to fully
prepare for each class session, which generally includes formulating detailed teaching framework,
reviewing courseware and other course materials, and staying familiar with local examination
requirements. We also require them to pay close attention to students’ reactions and queries during
class, and review their feedback after class to make necessary or desirable teaching adjustments. We
assign senior or supervisory instructors to help review the in-class performance by junior instructors.

Evaluation, compensation and retention

We have established a centralized system to manage and oversee instructor management
evaluation activities, with tiered discretion at each level. For online tutoring, we generally group our
instructors by course subject. For classroom-based tutoring, we generally group our instructors by
geographical area.

We regularly evaluate our instructors for their in-class performance and teaching results. We
typically consider a number of performance indicators and qualitative factors, including class hours,
working attitudes, teaching and content development capabilities, and the number of student complaints
and teaching incidents. We also solicit student feedback on the courses taken and the presiding
instructors, which will affect the retention, compensation and promotion of our instructors. We rank our
instructors into different levels primarily based on their teaching hours and performance, with tiered
compensation packages. The number of our top-rated full-time instructors was less than 5% of the total
number of full-time instructors at the end of each period during the Track Record Period. As such, the
class hour contribution and, accordingly, the revenue contribution by our top-rated instructors only
accounted for a relatively small proportion of our overall performances. As a result, we believe we have
not placed, and will not place in the future, significant reliance on our top-rated instructors. We instead
ensure our overall teaching quality through comprehensive teaching staff management measures and
centralized content development efforts.

We have implemented various measures to retain our teaching resources. We offer our instructors
competitive compensation packages and prospects of career advancement within us. For example, we
offer them opportunities to oversee teaching, content development and instructor training matters for a
specific subject, or the daily management activities of our offline operational hubs, which we believe
serves to enhances their loyalty to us. In addition, we may reward high-performing instructors with
promotion and publicity opportunities to gain more esteem among students.

Other Teaching Staff

For our premium courses, we assign professional tutors, each responsible for one specific key
subject in the examination syllabi, to attentively reach out to students at each stage of their learning
process. They assist instructors in attending to students’ queries during and after class, guiding students
through their after-class exercises, monitoring the progress of their learning plans and communicating
with and motivating them. See “— Our Tutoring Services — Online Tutoring — Online tutoring
courses.” We primarily seek tutor candidates who have demonstrated a strong sense of responsibility, as
well as good communication skills and learning capability. We provide our newly hired tutors with an
orientation program and on-the-job training sessions. Specifically, we train our tutors to attend to
students’ inquiries and address their personalized learning needs to help cope with the challenges
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during their studies. We have an on-going review mechanism, in conjunction with any feedback
received from our students, to assess our tutors’ job performance. We offer our tutors competitive
compensation packages and career advancement opportunities. In addition, we engage other supporting
staff who are mainly responsible for student administration and class monitoring, guiding students
through the examination registration process.

RESEARCH AND DEVELOPMENT

Robust R&D capabilities are at the core of our competitiveness. We have devoted, and will
continue to devote, great resources in our R&D efforts. In 2019, 2020, 2021 and the six months ended
June 30, 2021 and 2022, we incurred research and development expenses of RMB104.1 million,
RMB124.4 million, RMB287.0 million, RMB111.7 million and RMB&85.3 million, respectively.

Our R&D Team
As of June 30, 2022, we had a R&D team of 349 members, representing 4.7% of our total
employees as of the same date. The following table sets forth a breakdown of our research and

development team by function as of June 30, 2022.

As of June 30, 2022

Number of
Function Employees % of Total
Content development™™ . .. ... ... ... .. ... ... ... .. 249 71.3
Technological development . . . ..................... 100 28.7
Total . . . . .. 349 100.0

@ In addition to our content development personnel, certain of our teaching staff participate in our content

development activities from time to time, leveraging their frontline teaching experience.

The following table sets forth a breakdown of our technological development team by education
degree as of June 30, 2022.

As of June 30, 2022

Number of

Employees % of Total
Bachelor’s degree or below™ . ... ... .. ... ... ... .... 39 39.0
Master’s degree or above™® . . ... ... ... .. .. .. ....... 61 61.0
Total . . . ... 100 100.0

(1) Include 36 employees with a bachelor’s degree, two employees with an associate’s degree and one employee with a
high school diploma.

(2) Include 60 employees with a master’s degree and one employee with a doctorate degree.
We are committed to recruiting new talents to join our R&D team. We seek to hire R&D
personnel with experience in the relevant fields. We attract new R&D talents by offering competitive

compensation packages, career development opportunities and trainings designed to enhance their
technical skills and professional knowledge.

Content Development
With a dedicated content development team of 249 specialists as of June 30, 2022, we in-house

design and develop substantially all of the content on our platform, including course curricula and
materials, to provide an integrated learning experience for our students.
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We have adopted a systematic and centralized content development approach to ensure consistent
quality across our various offerings. We regularly update our course materials to react to the evolving
market demands and learning preferences. Most of our seasoned content development specialists
routinely participate in teaching activities and closely monitor the requirements in recruitment and
qualification examinations to ensure our course curricula and materials are relevant and up to date. We
also study previous year’s examinations questions once published to update our question bank and
course materials. At the end of the course, we evaluate, update and improve course curricula and
materials based upon feedback from our instructors and students as well as student performance in their
examinations. We generally update our courses according to the examination cycle in response to the
latest examination requirements. For example, we update our courses for the Civil Servants
Examinations once a year to track the annual updates on the examination syllabi.

Moreover, we from time to time develop new courses to capture the unmet market demands in
emerging areas. We typically determine whether to initiate a new course design based on extensive
research and analysis. We carry out market surveys to understand students’ demands and existing
products of similar kind on the market, and conduct various feasibility evaluations. Our new courses,
with the accompanying course materials, typically undergo multiple rounds of internal review before
final launch. We generally pilot test new courses at a limited scale for an examination cycle and make
adjustments based on the feedback before they are broadly released. For example, we first launched our
online premium courses targeting the interview test of the Civil Servants Examination in January 2021
specifically for Regional Civil Servants Examination at Jiangsu Province and Shandong Province where
the interview tests are held relatively earlier compared to other provinces. These pilot courses were
proven to be successful with over 1,000 paid enrollments. We then launched the course nationwide in
April 2021 prior to the interview tests for Regional Civil Servants Examination of other provinces.

We believe our centralized approach for content development allows us to apply consistent
practice across our network. With abundant teaching experience and learning behavior data, we have
developed a comprehensive suite of standardized course curricula and materials, which could be utilized
with minimal adjustment at lower costs as we scale up our operations. These course curricula and
materials can be easily tailored to adapt to local test materials and admission standards, or students’
learning ability as well as their strengths and weaknesses. We have also established an internal
knowledge base with collective experience and knowledge on course delivery and materials to help
navigate common issues.

Technological Development

As of June 30, 2022, we had a technological development team of 100 professionals,
approximately 61.0% of whom holding a master’s degree or higher. The members of our technological
development team possess expertise spanning a broad range of related fields, from big data analytics,
artificial intelligence, video recording and streaming, cloud computing to operational and infrastructure
maintenance. We thereby have built proprietary Fenbi online platform and enabled advanced
technological applications. See “— Our Tutoring Services — Online Tutoring — Online learning
products,” “— Our Tutoring Services — Online Tutoring — Fenbi online platform” and “— Our
Technology Infrastructure and Applications” for details.

OUR TECHNOLOGY INFRASTRUCTURE AND APPLICATIONS

Technology underpins our success. We have prompted the application of advanced RTC, big data,
artificial intelligence, OCR and cloud technologies in the industry, which refines and transforms the
traditional industry landscape, making quality tutoring services more accessible and efficient. We have
consistently invested in technological development, which we believe have contributed to our sustained
success and reinforced our market leadership.
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Our Technology Infrastructure
Real-time-communications

We have purposefully designed and developed our RTC video system to address the pain points of
China’s online career test preparation industry. Effective online tutoring requires multi-way, real-time
interactions among instructors and students, which is significantly more complex than one-way course
delivery only by instructors. The demand for robust RTC capability can be more prominent in the
online career test preparation industry, considering that career test preparation services target adult
students who are generally more sophisticated and with more determined learning goals as compared to
students of other types of online tutoring services, and therefore have heightened requirements for
real-time interactive learning experiences. As a result, online career test preparation courses are
generally scheduled intensively towards the examination day, which imposes greater pressures on the
RTC infrastructure.

As the cornerstone of Fenbi online platform, our in-house developed RTC technology allows
students to attend live courses and stream recorded courses seamlessly. We have developed an RTC
video system by internal efforts to ensure high-resolution, low-latency content transmission experience.
We believe such in-house developed system allows for more flexibility in our operations, as compared
to those who leverage third-party video systems, we are able to conduct targeted system development
swiftly in response to the evolving industry trends and market demands. Moreover, we can identify and
address network lag and latency issues intelligently and independently, which enables timely
troubleshooting and system maintenance to ensure user experience and engagement. Our RTC
technology also provides the following key features.

. Low latency. Based on industry-recognized standard RTC protocols, our video system
minimizes jitter and latency. Our system can dynamically select the optimal network node
close to where end-users are located automatically to safeguard the “last-mile” transmission
and achieve consistently high performance. Moreover, we enable stable, smooth and
high-quality course delivery even in remote areas with weak network connections, as our
in-house developed RTC monitoring system can assess video quality in real time, and
automatically search for and connect to the access point with the strongest network
connections or adapt the quality of video sources to network conditions. We also cache audio
data and key frames of video sources before the first time of play to minimize latency.

. High concurrency. We enable industry-leading video stability and capacity that can support
live large-class courses with a latency below 500 milliseconds for over 100,000 students in
one class, according to the F&S Report.

. Broad compatibility and great stability. In addition to traditional live courses and recorded
courses, our system also supports innovative use cases, such as mock interviews and
interactive dual-teacher courses each staffed with one instructor and multiple tutors. Our
system also features compatibility across the devices, enabling seamless learning experience.
Furthermore, our system detects packet loss and performs retransmissions automatically to
ensure stability.

. High audio and video quality. Leveraging our in-house developed technologies, we capture
and synchronizes multiple audio streams, allowing interactions among instructors and
students under varying network conditions and device configurations and across distant
geographical areas. We pre-process outbound raw video and audio streams to reduce noise
and echo, and enable instructors and students to add beautification, virtual background or
other special effects to live video streams. We also post process inbound streams to
compensate jitters and package losses and optimize audio and video quality. Moreover, to
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enable smooth video experience, we use industry-leading encoding and decoding
technologies to compress audio and video streams before transmission and decompress the
stream thereafter.

Big data analytics

Supported by a unified user registration and login portal, Fenbi online platform has accumulated
50 terabytes of comprehensive data points sorted by over 270 labels, primarily concerning course
subjects and user behaviors, such as learning behaviors and preferences, and learning patterns and
results with which we have established an integrated data platform to analyze and predict learning
behaviors and preferences. We have built strong data analytics capability based on various algorithms,
models and data analytics tools. The integrated data platform has generated valuable data-driven
insights to guide our course development, optimization of question bank, content recommendation,
product launches, and strategic growth initiatives.

Artificial intelligence

We have applied various artificial intelligence technologies in our business operations. With
robust text recognition, natural language processing and deep learning technologies, we have developed
an automated essay grading system which grades essay questions with precision and assesses students’
knowledge base and eloquence to provide suggestions for improvement. We also leverage Al
technologies to automatically sort courses and arrange the display order, enabling a more user-intuitive
interface and therefore more appealing online course shopping experience. Other than the optimization
of product offerings and user experience, by automating certain repetitive tasks that used to be
completed manually by employees, the application of AI technologies also helps us improve
productivity and save labor costs. For example, we have implemented an Al-based content monitoring
system to detect and screen improper or illegal content in an automated process to ensure full
compliance with applicable laws and regulations.

Optical character recognition

Leveraging advanced OCR technology, we have designed a photo-based question search engine
capable of detecting and extracting data from printed texts, cursive handwriting, complicated
mathematical formula and geometric patterns featured in photos in a speedy and accurate manner. OCR
also supports our smart devices in capturing and converting the handwritings into data.

System infrastructure

We have developed a reliable infrastructure to ensure high network capacity and scalability. We
currently exclusively utilize third-party cloud service providers in China to host our network
infrastructure. Our cloud-based infrastructure is able to support massive concurrent requests. For
example, our architecture enables over 100,000 students to attend one single live course and over
300,000 students to take mock examinations at the same time, which denotes industry-leading capacity
and stability, according to the F&S Report. Moreover, benefiting from the use of cloud technology, we
can scale up our infrastructure easily as we expand without significant hardware investment or system
downtime. We have developed technologies in-house to support system construction, operation and
maintenance. For example, we have developed a proprietary data collection and processing
methodology to reduce redundant data and free up system storage space, therefore optimizing data
processing efficiency and saving associated technical expenses. We also have our own information
technology technicians in charge of platform development and operation maintenance to identify and
resolve technical issues in a timely manner.
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Our Technology Applications
Photo-based question search engine

In April 2020, we launched the first photo-based question search engine with a full subject
coverage in China’s recruitment examination tutoring industry supported by our strong OCR
technologies, according to the F&S Report. The search engine allows students to use photographs of
printed texts, or even cursive handwriting, complicated mathematical formula and geometric patterns, to
locate answers in our comprehensive question bank.

Automated essay grading

In January 2014, we launched our automated essay grading system by leveraging robust text
recognition, natural language processing and deep learning technologies. In addition to grading essay
questions with precision, our automated essay grading system helps assess students’ knowledge base
and eloquence to provide suggestions for improvement. We had established a large pool of 10,800 essay
questions with well-structured sample answers and grading guidance, and had served an accumulation
of over 120.3 million users as of June 30, 2022. The massive behavioral data being processed in turn
enables us to further train our Al engine to develop more systematic grading criteria and generate more
reliable grading results. To date, the automated essay grading system has achieved a precision rate
comparable to experienced instructors.

Grade prediction

In September 2013, we developed our grade prediction system. Leveraging intelligent algorithms,
we are able to accurately predict students’ grades when they take the examinations and adjust such
predictions dynamically based on learning progress by analyzing learning data such as in-class
performance and after-class exercise results on an on-going basis.

Intelligent content recommendation

In March 2018, we developed our intelligent content recommendation system, which can
formulate targeted learning topics and learning plans catering to students’ diverse situations to optimize
the effectiveness of learning. For example, through our data-driven algorithms, we can track a student’s
learning behaviors and outcomes and recommend supplemental exercises to such student based on an
in-depth analysis of areas for improvement and the identification of the commonalities among wrong
answers to questions in terms of difficulty levels.

BRANDING AND MARKETING
We primarily employ the following branding and marketing methods.

. Word-of-mouth referrals. We believe the single greatest contributor to our success in student
recruitment has been word-of-mouth referrals by our existing students who share their
learning experiences and examination results with, and recommend our tutoring services to,
others in their network, such as friends, family members, or colleagues. Our recruitment
through word-of-mouth referrals has enjoyed a strong network effect with the rapid growth
in our student base and benefits from our strong reputation and outstanding performance by
our students. As evidenced by the F&S Survey, among the survey participants who purchased
our services and products, 47.5% of them were recommended by their classmates and
friends, and 93.6% of them would recommend our products and services to other people. We
do not adopt any customer referral programs where cash incentives are provided for
students’ voluntary recommendations to other people. We may, in some circumstances,
provide nominal gifts, such as pens, notebooks and cushions, to existing students who have
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introduced their friends, family members or colleagues to purchase our services if we
become aware that the new students purchase our courses due to their acquaintances’
recommendations.

. Fenbi online platform. With a number of innovative online learning products and toolkits,
Fenbi online platform has contributed significantly to enhancing our brand awareness. For
example, our online question bank and online mock examination system are accessible to all
interested users, which have helped us attract significant user traffic. The community feature
of Fenbi online platform also facilitates direct and frequent communications with prospective
students, effectively lowering our student recruitment costs.

. Direct sales force. Our sales and marketing team is generally responsible for engaging with
prospective students, recommending targeted courses and identifying cross-selling and
up-selling opportunities. We also have dedicated personnel responsible for pre-examination
consultation and advisory services, such as sharing examination information and examination
preparation materials, and providing targeted guidance on course selection and job selection.
As part of our go-to-market strategy, our offline operational hubs nationwide are equipped
with sales personnel to stay closer to potential students and capture and accommodate
localized needs more effectively.

. Offline events. We may participate in various industry events for branding and student
acquisition purposes. We also collaborate with select local universities to promote our brand
and services. For example, we have organized various introductory classes, experience
sharing seminars and offline mock examinations in universities in Beijing.

. Social media platforms. We actively promote our services and attract new students on
various social media platforms, such as Weixin and Weibo. For example, through our official
accounts on social media platforms, we distribute examination information and examination
preparation materials for free to attract user traffic. In addition, we conduct promotional
activities and place online advertisements on social media platforms from time to time. In
2019, 2020, 2021 and the six months ended June 30, 2022, we paid approximately RMB1.5
million, RMBO0.5 million, RMB2.5 million and RMBO0.5 million to social media platforms
and other third parties for related marketing services, respectively.

The following table sets forth our customer acquisition cost, as measured by selling and marketing
expenses per paid enrollment, for the periods indicated.

Year ended December 31, Six months ended June 30,
2019 2020 2021 2021 2022
Selling and marketing expenses
per paid enrollment . . ... ... 19.5 42.1 72.0 70.3 61.4

As advised by our PRC Legal Advisors, while we shall comply with the general requirements of
the Advertising Law and other related rules and regulations in conducting marketing activities, which
apply to advertising by all businesses, there has been no specific restrictions and requirements on
marketing activities by non-formal VET service providers, including us. During the Track Record
Period and up to the date of this prospectus, we have not received any inquiries from government
authorities in relation to our sales and marketing activities that would have a material adverse effect on
our business, results of operations and financial condition.
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OUR CUSTOMERS AND SUPPLIERS
Our Customers

Our customers include primarily our students and, to a much lesser extent, third-party book
vendors who purchased our textbooks and learning materials.

Revenue generated from our top five customers in each year/period during the Track Record
Period accounted for 1.1%, 1.2%, 1.6% and 2.8% of our total revenue in 2019, 2020, 2021 and the six
months ended June 30, 2022, respectively, and revenue generated from our largest customer in each
year/period during the Track Record Period accounted for 0.4%, 0.6%, 0.5% and 0.9% of our total
revenue in the same periods, respectively.

As of the Latest Practicable Date, none of our Directors, their close associates or any shareholders
which, to the best knowledge of our Directors, owned more than 5% of our issued share capital as of
the Latest Practicable Date, had any interest in any of our top five customers.

Our Suppliers

Our suppliers primarily include suppliers for paper, third-party vendors for human resource
services, publishing services, printing services, marketing services and information technology services,
as well as providers of the premises we occupy for our classroom-based tutoring. We select our
suppliers based on the quality and prices of their supplies and our business needs. Purchase from our
top five suppliers in each year/period during the Track Record Period accounted for 49.0%, 31.9%,
16.6% and 22.2% of our total purchases in 2019, 2020, 2021 and the six months ended June 30, 2022,
respectively, and purchase from our largest supplier in each year/period during the Track Record Period
accounted for 14.7%, 13.3%, 4.1% and 8.2% of our total purchases in the same periods, respectively.
The following table sets forth certain information of our top five suppliers during the Track Record
Period.

Approximate
length of
relationship as of
Transaction Percentage of the Latest
Supplier amount total purchases Practicable Date Principal business
(RMB in
millions) (%) (Years)
For the year ended December 31, 2019
Supplier A . ....... 91.6 14.7 two labor outsourcing service
Supplier B .. ...... 78.2 12.6 five paper sales
Supplier C .. ...... 58.9 9.5 seven printing service
Supplier D .. ...... 41.5 6.7 seven logistics service
Supplier E . ... .... 34.3 5.5 two enterprise management
consulting and service
Total ............ 304.5 49.0

For the year ended December 31, 2020

Supplier F . ... .... 204.4 13.3 one labor outsourcing service
Supplier C . ....... 97.8 6.3 seven printing service

Supplier B .. ...... 93.4 6.1 five paper sales

Supplier D ... ..... 48.3 3.1 seven logistics service
Supplier G . ....... 48.2 3.1 three paper sales

Total ............ 492.1 31.9
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Approximate
length of
relationship as of
Transaction Percentage of the Latest
Supplier amount total purchases Practicable Date Principal business
(RMB in
millions) (%) (Years)
For the year ended December 31, 2021
Supplier B .. ...... 84.7 4.1 five paper sales
Supplier H .. .. .... 84.1 4.1 two labor outsourcing service
Supplier G ... ..... 78.3 3.8 three paper sales
Supplier C . ....... 50.9 2.5 seven printing service
Supplier I......... 41.6 2.0 one labor outsourcing service
Total ............ 339.6 16.5
For the six months ended June 30, 2022
Supplier J. .. ...... 46.4 8.2 four paper sales
Supplier G .. ...... 23.4 4.1 three paper sales
Supplier K . ... .. .. 20.1 3.6 three publishing service
Supplier L ... ..... 19.8 3.5 one human resource service
Supplier M. ....... 16.0 2.8 less than one human resource service
Total . ........... 125.7 22.2

As of the Latest Practicable Date, none of our Directors, their close associates or any shareholders
which, to the best knowledge of our Directors, owned more than 5% of our issued share capital as of
the Latest Practicable Date, had any interest in any of our top five suppliers.

We provided an interest-bearing loan to Supplier C, which had been fully repaid in August 2020.
See “Financial Information — Discussion of Major Balance Sheet Items — Prepayment and Other
Receivables.” We provided the loan to Supplier C in connection with its purchase of new printing
equipment to ensure its timely and appropriate provision of printing services to us. According to the
loan agreement entered into on July 20, 2016, the principal amount of the loan was RMB5.0 million
with an interest rate of 8% per annum and an initial due date of January 20, 2017. The due date was
subsequently extended and the interest rate was adjusted to 6% per annum starting from July 19, 2019.
According to the Provisions of the Supreme People’s Court on Several Issues concerning the
Application of Law in the Trial of Private Lending Cases (f = A R B B i 2% 2 B [ 4 80 22 14038 i
A T M E PR ) (the “Private Lending Regulations”), the financing activity between enterprises is
an act of “private lending.” For private lending agreements concluded between enterprises for
production and business operations, people’s courts shall support claims regarding the validity of
private lending agreements, except for the circumstances stipulated explicitly in the Civil Code and
those specified in Article 13 of the Private Lending Regulations. As advised by our PRC Legal
Advisors, according to the relevant loan agreement and based on their inquiries into the transaction
details with our Company, the arrangement is a private lending agreement concluded for production and
business operations, and there is no indication of circumstances as stipulated in the Civil Code and
specified in Article 13 of the Private Lending Regulations that causes the agreement to be invalid nor
any dispute between the relevant parties regarding the arrangement. In addition, the annual interest rate
of 8% under the agreement does not violate the relevant explicit provisions of the Private Lending
Regulations.

Going forward, we do not intend to continue to provide financial assistance to our suppliers,
including Supplier C. Our Directors confirm that, there have been no other past or present relationships
(including, without limitation, business, shareholding, employment, family, trust, financing, fund flows
or otherwise) between (1) Supplier C, its shareholders, directors, senior management or employees, or
any of their respective associates, and (2) our Company, its subsidiaries, their shareholders, directors,
senior management or employees, or any of their respective associates. Our Directors also confirm that
our contract terms with Supplier C regarding our purchase of its services are no different than those
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entered into with other similar suppliers. Except for the loan, to the best knowledge of our Directors,
our Company, our subsidiaries, shareholders, directors, senior management or any of their respective
associates had no other relationship or arrangement (family, financing guarantee or otherwise in the
past or present) with each of our top suppliers.

Overlapping of Customers and Suppliers

Our Directors confirmed that except for Supplier K who was also one top five customer in 2021
and the six months ended June 30, 2022, none of our major customers was our major supplier during
the Track Record Period. Supplier K engaged us for printing services, and we engaged Supplier K to
publish our books. Negotiations of the terms of our sales to and purchases from this company were
conducted on an individual basis, and the sales and purchases were neither inter-connected or
inter-conditional with each other. Revenue generated from Supplier K as a percentage of our total
revenue was 0.2% in 2021 and 0.8% in the six months ended June 30, 2022. The services purchased
from it as a percentage of our total purchases was 0.4%, 0.9%, 1.5% and 3.6% in 2019, 2020, 2021 and
the six months ended June 30, 2022, respectively. Our Directors confirmed that all of our sales to and
purchases from this company were conducted in the ordinary course of business under normal
commercial terms and on arm’s length basis.

SEASONALITY

The timing at which students purchase our tutoring courses and learning products is subject to
seasonal fluctuations in relation to the examination cycle. For example, the written tests of the National
Civil Servants Examination are normally held in November or December of a year and the interview
tests are normally held in February or March of the following year. As for the Regional Civil Servants
Examination, the written tests and the interview tests (following the announcement of the written test
results) are normally held in the first half of a year. The timing at which students submit refund
requests is also subject to the release schedule of the examination results, and typically follows the
release of the results. The movement of our refund liabilities and liquidity position may, accordingly, be
subject to seasonal fluctuations. As a result, our operating and financial metrics for an interim period
may not be representative of our overall performance. See “Risk Factors — Risks Relating to Our
Business and Industry — Our business is subject to seasonal fluctuations.”

COMPETITION
We operate in a rapidly changing and highly competitive industry. We face existing and potential
competition with major career test preparation service providers and other education companies. See

“Industry Overview” for details about the competitive landscape.

We believe our principal competitive advantages include the following:

. well-established online platform and innovative technology capability;

. breadth and quality of our course offerings and accompanying services and products;
. a dedicated team of teaching staff;

. our research and development capabilities;

. overall student experience; and

. our brand recognition.
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We believe we are well-positioned to effectively compete on the basis of the factors listed above.
However, some of our current or future competitors may have longer operating histories, greater brand
recognition or more financial resources than we do. See “Risk Factors — Risks Relating to Our
Business and Industry — We face intense competition, which could divert students to our competitors
and lead to pricing pressure and loss of market shares.”

LICENSES, PERMITS AND APPROVALS

Our PRC Legal Advisors have advised that during the Track Record Period and up to the Latest
Practicable Date, save as disclosed in “— Licenses, Permits and Approvals,” we had obtained all
licenses, permits, and approvals necessary to conduct our operations in all material respects from the
relevant government authorities in China, and such licenses, permits, approvals and certificates
remained in full effect.

The following table sets out a list of material licenses, permits, and approvals currently held by
us.

Holder
Fenbi Bluesky

License/Permit

Value-added
Telecommunications
Business Operating
License for Internet
Information Service . . .

License for the Production

Granting authority Latest grant date

August 5, 2022

Expiry date
August 5, 2027

Beijing Communications
Administration

Fenbi Bluesky Beijing Municipal Radio and September 15, September 15,

and Operation of Radio Television Bureau 2022 2024
and Television Programs.

License for Operating Fenbi Bluesky Chaoyang District Bureau of September 29, September 29,
Publication Business " . Press and Publication, 2022 2028

Beijing
Beijing Municipal Bureau of
Press and Publication
Chaoyang District Bureau of
Press and Publication,
Beijing

Tianxia Culture August 4, 2022 April 30, 2028

Tianxia Education June 20, 2022 April 30, 2028

Private School Operating
Permit. . .. ... ...

License for Printing

Beijing Shengshi Jintu Culture
Communication Co., Ltd. (It
I E O B AR
)

Yuxi Bilan Education Training
School Co., Ltd. (EZE#H
BEHIERARAT)

Diging Bilan Education and
Training Co., Ltd. (EFE
BEENERLA)

Lancai Tianxia

Beijing Municipal Bureau of
Press and Publication

Hongta District Bureau of
Education and Sports, Yuxi

Shangri-La Bureau of
Education and Sports

Shandong Province Bureau of

August 2, 2022

February 2022

June 28, 2021

March 30, 2021

April 30, 2028

February 2025

June 28, 2026

December 31,

Operations.. . . . . . .. Press and Publication 2025

(1) According to the Administrative Regulations on Publication (2020 revised) (iR ¥ B) promulgated by the State
Council, effective on November 29, 2020, publication activities include publishing, printing or reproduction, import
and distribution of publications; and pursuant to the 2021 Negative List, editing, publishing and production of
publications are subject to foreign investment prohibitions. During the Track Record Period and as of the Latest
Practicable Date, we have engaged in publication distribution business, including wholesale, retail and online sales,
and have obtained the License for Operating Publication Business for such publication distribution business; however,
we have not engaged in editing, publishing or production of publications. We cooperate with independent third-party
publishing companies with publishing qualifications and engage such publishing companies to edit and publish
relevant learning reference materials created by us. Our PRC Legal Advisors are of the view that the publication
distribution business of the Group (including the Group’s License for Operating Publication Business) and the
Group’s cooperation with independent third-party publishing companies with publishing qualifications are not subject
to foreign investment restrictions or prohibitions and therefore are not included under the Contractual Arrangements.
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AVSP

The Audio-Visual Regulations requires any entity engaged in certain audio-visual program
services via the internet to hold an AVSP. However, due to the vague definition of “audio-visual
program services,” there was uncertainty as to whether our online tutoring services fall within the
definition and whether we are required to obtain the AVSP. For example, on January 8, 2019 and May
22, 2020, in the Q&A section of its website, Beijing Radio and Television Bureau confirmed that online
tutoring shall not be subject to the AVSP requirement. Due to such uncertainty of regulatory
requirement on online tutoring, we were not explicitly required to obtain an AVSP when we commenced
our online tutoring business. Furthermore, there remain uncertainties regarding the rapidly evolving
regulatory practices. As of the date of this prospectus, only wholly state-owned or state-controlled
enterprises are eligible to apply for the AVSP, according to the Audio-Visual Regulations. As a result,
we have not been able to obtain an AVSP as we are not a wholly state-owned or state-controlled
enterprise.

We were imposed a fine of RMB3,000 by the Cultural Market Administrative Law Enforcement
Department of Beijing Municipal (50T XA T B4R A BIEESLFK) (the “Department”) in December
2019 for lack of an AVSP. However, with the promulgation and revision of relevant laws and
regulations, the regulatory trend of government departments on related businesses may evolve.
Accordingly, regulatory practices of relevant competent authorities may change from time to time.
Therefore, based on the recent confirmations by the relevant competent authorities, such incident has no
material implication on our business operations under the current regulatory regime. As advised by our
PRC Legal Advisors, according to an on-site interview with the NRTA on February 22, 2022, the
regulations and policies for private enterprises to conduct audio-visual business are being formulated
and have not yet been promulgated, and in practice, many private enterprises engaging in the internet
audio-visual business have not obtained the AVSP or complete the registration procedure. The NRTA
further confirmed that we are currently not required to terminate our operations relating to audio-visual
program services, or subject to administrative penalties for such operations without an AVSP under the
current regulatory regime (the “NRTA’s Confirmation”). As advised by our PRC Legal Advisors, the
NRTA, as the highest-level competent authority of radio, film and television in China under the State
Council, is the competent authority for regulating internet audio-visual program services and is
responsible for approving the AVSP and supervising business activities related to internet audio-visual
program services. Therefore, the NRTA is a competent government authority to interpret the current
regulatory regime and provide the relevant confirmation. As further advised by our PRC Legal
Advisors, the relevant interviewee is competent to provide such confirmation.

Furthermore, the Department confirmed during an on-site interview on June 17, 2022 that the
administrative fine in 2019 did not constitute a material administrative penalty, and that it will not
impose any administrative penalties on us for our operations without obtaining an AVSP and completing
the registration procedure under the current regulatory regime (the “Department’s Confirmation™”). As
advised by our PRC Legal Advisors, the Department and the interviewee are competent to provide such
confirmation. As of the Latest Practicable Date, the administrative fine has been fully paid, and the
Department has not initiated additional administrative inquiries, investigations, penalties or other
proceedings since then.

As a result, as advised by our PRC Legal Advisors, according to the interviews with the relevant
regulatory authorities, the administrative penalty in 2019 would not undermine the authority of the
NRTA’s Confirmation. Based on the Department’s Confirmation and the NRTA’s Confirmation, our PRC
Legal Advisors are of the view that, under the current regulatory regime, the risk that we are required
to terminate our operations relating to audio-visual program services or subject to further administrative
penalties for such operations without an AVSP is remote. Having considered the foregoing, our
Directors believe that the fact that we have not obtained an AVSP for the related business operations
would not have a material adverse effect on our business, results of operations or financial condition or
the Global Offering.
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Online Publishing Service License

As advised by our PRC Legal Advisors, according to the interview with Beijing Municipal Bureau
of Press and Publication on February 12, 2022, we are not required to obtain an Online Publishing
Service License to conduct online tutoring services, including the provision of audio and video courses
and course materials through our Fenbi online platform. As confirmed by our PRC Legal Advisors,
Beijing Municipal Bureau of Press and Publication and the interviewee are competent to provide such
confirmation as Beijing Municipal Bureau of Press and Publication is responsible for conducting
pre-requisite examination of an enterprise’s application to carry out online publishing services in
Beijing City, including us, and has the authority to determine whether our business constitutes online
publishing services and whether we are required to apply for an Online Publishing Service License.

Private School Operating Permit

It remains unclear under the 2021 Revised Regulations as to whether and how a career test
preparation service provider such as us, especially in relation to our online tutoring services, needs to
comply with the operating permit requirement. As advised by our PRC Legal Advisors, according to our
on-site interview with the MOE on February 14, 2022, being the competent governmental authority to
provide such confirmations, we are not required to obtain the approval from the relevant education
regulatory authorities for the establishment of non-formal education and training institutions targeting
adult students or obtain a private school operating permit for our tutoring services. In practice, only a
few education regulatory authorities in certain areas used to require us to obtain a private school
operating permit for our offline tutoring services, and we had obtained such permit accordingly. As of
the date of this prospectus, we have obtained private school operating permits for our offline operations
in Diqing Tibetan Autonomous Prefecture, Yunnan Province and Yuxi City, Yunnan Province, as
previously required by local regulatory authorities. These regulatory authorities, including Education
and Sports Bureau of Shangri-La City, Diqging Prefecture CGHEMFA&K BT HET®RER) and
Education and Sports Bureau of Hongta District, Yuxi City (KR T 4LIE W F#E B /%), have confirmed
in interviews on May 13, 2022 and May 19, 2022, respectively, that the current regulatory practice no
longer requires such permit for the operation of non-formal education and training institutions targeting
adult students. As advised by our PRC Legal Advisors, the relevant local governmental authorities and
interviewees are competent to provide such confirmations. As such, our Directors believe that, in the
absence of significant changes in regulatory requirements, the fact that we have not obtained private
school operating permits for the related business operations in most areas would not have a material
adverse effect on our business, results of operations and financial condition.

As advised by our PRC Legal Advisors, according to the interviews with the relevant regulatory
authorities, as we would not be required to terminate our operations for lack of AVSP, Online
Publishing Service License and private school operating permits, there would be no material financial
or operational impact on our Group, according to PRC laws and regulations.

For details of the related risk, see “Risk Factors — Risks Relating to Our Business and Industry
— We face uncertainties with respect to the development of regulatory requirements on operating
licenses, permits and approvals for our operations in China. If we fail to obtain or renew requisite
licenses, permits or approvals in a timely manner or obtain newly required ones due to adverse changes
in regulations or policies, it could have a material adverse effect on our business, results of operations
and financial condition.”

DATA PRIVACY AND SECURITY
We are committed to protecting our users’ data and privacy. To that end, we implement strict

protocols on data collection, transmission, storage and usage, and have technologies and systems in
place to safeguard against unauthorized data access and disclosure.
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During the course of our business, we mainly access and analyze data on users’ learning behaviors
and preferences, as well as learning patterns and outcomes, rather than their personal identifiable
information, to recommend targeted learning content and formulate personalized learning strategies.
Prior to the collection and use of these data, we obtain each user’s consent through the user interfaces
of our Fenbi online platform, with prominent displays of the user agreement and privacy policy which
require the user to give affirmative consent by clicking the checkbox. As such, we believe that informed
consent of users and the legitimacy basis of collection and use of personal data are established by
explicit disclosure of, among others, the purpose, scope and manner of personal information collection
and use. To ensure the confidentiality and integrity of our data, we limit access to user data on a
“need-to-know” basis, which can only be granted with appropriate authorization. We also adopt data
encryption measures to ensure the secure processing, transmission and usage of data. Furthermore, we
have implemented internal policy and practice guideline regarding algorithm recommendation in
compliance with applicable laws and regulations, including the Guiding Opinions on Strengthening the
Comprehensive Governance of Algorithm-related Internet Information Services and the Provisions on
Algorithm Recommendation. For example, we inform users in a prominent manner of our provision of
algorithmic recommendation services and provide them with a convenient option to turn off the
algorithmic recommendation services. We also provide users with the function of selecting or deleting
user tags for their personal characteristics used in the algorithm recommendation service. We disclose
the basic principle, purpose and intent, and main operation mechanism of the algorithm
recommendation service in an appropriate manner. We also from time to time review, evaluate and
verify the mechanism, model, data and application results of the algorithm mechanism, and have not set
up algorithm models that violate laws and regulations or violate ethics and morality, such as inducing
users to indulge in and over-consume. We do not use algorithms to block information, over-recommend,
or manipulate the ranking of lists or search results, nor do we use algorithms to implement
unreasonable differential treatment in transaction conditions, such as transaction prices, based on
students’ preferences and transaction habits. As of the Latest Practicable Date, we had not applied any
algorithm recommendation technology prohibited or restricted under the Provisions on Algorithm
Recommendation to the provision of internet information services. In addition, we have submitted our
filing report through the internet information services algorithm filing system as required by the
Provisions on Algorithm Recommendation.

Moreover, we take safety precautions to maintain our technology infrastructure to further protect
our data and information. We assign designated personnel to take charge of the operation, maintenance
and security management of our technology infrastructure, as well as data backup and disaster recovery,
and implement corresponding protocols. As a general principle, one can only access our internal
systems with secure and proper authorization. We maintain our various supporting or operational
systems in separate infrastructure to mitigate the risk of system failures and cyber-attacks. We also
perform system check and monitoring on a regular basis to detect and deter potential security breaches
and other security incidents and threats. Moreover, we engage firewall services to effectively safeguard
against sophisticated hacker attacks.

We enter into confidentiality agreements with our employees who have access to our data and
information. The confidentiality agreements provide that, among others, these employees are legally
obligated not to share, distribute or otherwise disclose our confidential data and information, including
other parties’ data and information in possession as a result of their employment, to any third parties.
These employees are also legally obligated to surrender all confidential data and information in
possession upon resigning and to retain their confidential obligations afterwards. Such employees bear
compensation liability if they breach their confidential obligations. Furthermore, to prevent improper
disclosure and misappropriation of data and information, our agreements with our suppliers and other
business partners generally include a confidentiality provision under which they are legally obligated to
not to share, distribute or otherwise disclose our confidential data and information, including other
parties’ data and information in possession as a result of their relationship with us, to other parties.
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We are subject to a variety of laws and regulations regarding cybersecurity, data security and data
privacy. The regulatory framework for data privacy protection in China is rapidly evolving. For
example, the PIPL, which took effect on November 1, 2021, accentuates the importance of processors’
obligations and responsibilities for personal information protection and sets out the basic rules for
processing personal information and the rules for cross-border transfer of personal information. The
Draft CAC Regulations on Internet Data Security, which was published on November 14, 2021,
provides that data processors conducting certain activities shall apply for cybersecurity review. The
Measures for Cybersecurity Review 2022, which took effect on February 15, 2022, provides that the
relevant operators shall apply with the Cybersecurity Review Office of CAC for a cybersecurity review
under certain circumstances. See ‘“Regulation” for details. As advised by CM Law Firm, our legal
advisors as to PRC cybersecurity and data privacy protection laws, we do not foresee any material
impediments for us to comply with the existing PRC laws and regulations on cybersecurity, data
security and personal data protection, including but not limited to the PIPL, the Provisions on
Algorithm Recommendation and the Identification Measures, in all material respects based on the
following reasons: (1) as of the date of this prospectus, we have not been subject to any material
administrative penalties, mandatory rectifications or other sanctions imposed by any competent
regulatory authorities in relation to cybersecurity, data and personal information protection, nor have we
been subject to or involved in any investigations, or received any inquiry, examination, material
warning or interview in such respect; (2) as of the date of this prospectus, there has been no material
cybersecurity or data protection incidents, or any infringement upon any third parties, or other legal,
administrative or governmental proceedings pending or, to the best of our knowledge, threatened
against or relating to our Group; (3) as discussed above, as of the date of this prospectus, we have
adopted and implemented robust and stringent internal control systems focusing on data security and
personal information protection, which set forth comprehensive and detailed provisions to guide our
activities of data collection, processing, analysis and usage to comply with the existing PRC laws and
regulations on cybersecurity, data security and personal data protection; and (4) we have been
constantly monitoring and will continue to monitor and assess the latest legislative and regulatory
development in cybersecurity and data protection, and we have been maintaining and will continue to
maintain ongoing consultation with relevant government authorities to seek guidance on the
applicability of relevant laws and regulations, so that we may continually amend our internal policies in
response to new regulatory developments and take any necessary rectification measures in a timely
manner to comply with the requirements thereof if and when they come into effect. Based on the above
opinion of CM Law Firm, we are of the view that the existing PRC laws and regulations on
cybersecurity, data security and personal data protection and potential changes to such laws and
regulations would not have a material adverse effect on our business, results of operations and financial
condition.

During the Track Record Period and up to the Latest Practicable Date, we had not experienced
any material data loss or security breach incidents. Nevertheless, our Fenbi mobile app was once
ordered by regulatory authorities to rectify unauthorized personal data collection in October 2020. The
incident was primarily due to the oversight and lack of comprehensive understanding by the responsible
staff of the relevant laws and regulations. We had amended the authorization policy setting regarding
personal data collection and completed the rectification by November 2020. Based on regulatory
practice, should regulatory authorities be dissatisfied with our rectification, they would suspend our
mobile apps or impose additional administrative penalties. As of the date of this prospectus, we have
not been subject to any suspension of mobile apps or other administrative penalties as a result of
personal data collection and data non-compliance. As such, as advised by CM Law Firm, the likelihood
that we would be ordered by regulatory authorities to suspend our mobile apps or be imposed
administrative penalties due to such unauthorized personal data collection is remote. We have
implemented internal control measures to prevent similar incidents, including the supplement of internal
control policies on personal data collection and the reinforced efforts on self-inspection in order to
identify and preempt potential unauthorized collection and use of personal data. As such, as advised by
CM Law Firm, we were in compliance in all material respects with all applicable PRC laws and
regulations with respect to data privacy and protection.
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INTELLECTUAL PROPERTY

Intellectual property rights are fundamental to our business, and we devote significant time and
resources to their development and protection. We rely on a combination of contractual restrictions and
intellectual property registrations to establish and protect our intellectual properties. We have also
engaged third-party experts to actively identify and cope with infringement and misappropriation
incidents. In addition, we have set up channels for our employees, students and other third parties to
report potential infringement and misappropriation incidents, which we will then verify and follow up.
As of the Latest Practicable Date, we had registered 129 trademarks, 21 patents and 74 copyrights
(including 53 software copyrights), together with five pending patent applications. See “Appendix IV
— Statutory and General Information — B. Further Information about Our Company’s Business — 2.
Intellectual Property Rights™ for details.

Despite our efforts, third parties may still obtain and misappropriate our intellectual property
without authorization. As of the Latest Practicable Date, we had not found any of such
misappropriations of our intellectual property rights that could have a material adverse effect on our
business and operations. However, unauthorized use of our intellectual property by third parties and the
expenses incurred in protecting our intellectual property rights may adversely affect our business,
results of operations and financial condition. For details of the related risk, see “Risk Factors — Risks
Relating to Our Business and Industry — Our failure to protect our intellectual property rights may
undermine our competitive position, and litigation to protect our intellectual property rights or defend
against third-party allegations of infringement may be costly and ineffective.”

We have used our best efforts to ensure compliance with applicable intellectual property laws.
During the Track Record Period and up to the Latest Practicable Date, we had not been involved in any
material intellectual property infringement actions brought by third parties. For details of the related
risk, see “Risk Factors — Risks Relating to Our Business and Industry — We may be subject to
intellectual property infringement claims by third parties, which may materially and adversely affect
our business, results of operations and financial condition.”

EMPLOYEES

As of June 30, 2022, we had 7,388 full-time employees, all of whom were based in China. The
following table sets forth the number of our full-time employees by function as of June 30, 2022.

As of June 30, 2022

Number of
Function Employees % of Total
Instructors and other teaching staff . .. ............... 4,075 55.2
Sales and marketing . . ......... ... ... . .. ... ... 2,409 32.6
General administration and operations . .............. 359 4.8
Content and technological development” ... ... .. ... .. 349 4.7
Production of textbooks and learning materials . ........ 196 2.7
Total . . . . .. 7,388 100.0

™ In addition to our content development personnel, certain of our teaching staff participate in our content

development activities from time to time, leveraging their frontline teaching experience.

Our success depends on our ability to attract, retain and motivate qualified personnel. As part of
our talent management strategy, we offer employees competitive base salaries, performance-based
bonuses and other incentives. We have adopted a training protocol, pursuant to which we provide both
onboarding and on-the-job training to our employees.
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As required under PRC labor laws, we enter into individual employment contracts with our
employees covering matters such as wages, bonuses, employee benefits, workplace safety,
confidentiality obligations and grounds for termination. In compliance with PRC regulations, we
participate in various employee social security plans that are organized by applicable local municipal
and provincial governments, including housing, pension, medical, work-related injury and
unemployment benefit plans.

Two of our branch offices have set up a labor union. In 2021 and the six months ended June 30,
2022, we optimized our employee structure as part of our business strategy to improve our operational
efficiency and paid an aggregate compensation of RMB168.9 million to retrenched employees. As
advised by our PRC Legal Advisors, based on regulatory confirmations and public search, as of the
Latest Practicable Date, there were no labor disputes in relation to employee retrenchment
compensation that would have a material adverse effect on our business operations, and we had not
been subject to administrative penalties by any labor regulatory authorities in this regard. As further
advised by our PRC Legal Advisors, we are in compliance with the relevant laws and regulations in
relation to the compensation paid to the retrenched staff in all material aspects. Since 2021 and up to
June 30, 2022, we had been involved in labor disputes with 102 employees, among which (1) we
obtained six judgments in our favor, (2) we settled disputes with 39 employees for an aggregate
settlement amount of approximately RMB1.3 million, (3) 31 employees had withdrawn their claims, (4)
we received 16 judgments against us for an aggregate judgment amount of approximately RMBO0.8
million, and (5) the remaining 10 were still pending as of the Latest Practicable Date with an aggregate
amount in dispute of approximately RMB0.9 million. We believe that these disputes, individually or in
the aggregate, have not materially and adversely affected our business operations and financial
condition, and we have made sufficient provisions for the labor disputes during the Track Record
Period. We believe that we otherwise generally maintain a good working relationship with our
employees and we had not experienced any material labor disputes or any difficulty in recruiting staff
for our operations during the Track Record Period and up to the Latest Practicable Date. See “Risk
Factors — Risks Relating to Our, Business and Industry — Increases in labor costs or any labor dispute
or unrest may adversely affect our reputation, business, results of operations and financial condition.”

In addition to full-time employees, we engage part-time employees, including part-time
instructors, in order to accommodate more students during peak examination preparation seasons. We
primarily engage part-time employees through outsourcing companies. The agreements with these
outsourcing companies generally have a term of one to two years. Under certain agreements, we are
entitled to unilaterally terminate cooperation with the outsourcing companies based on our operational
needs. The outsourcing companies shall supply part-time employees to provide services as required by
us under the agreements, which are subject to our quality standards. The agreements generally provide
for a management service fee to the outsourcing companies that ranges from 5% to 8% of the total
amount of commissions entitled by the part-time employees engaged through them. We settle the fees
with outsourcing companies mainly on a monthly basis. The commissions for the part-time employees
shall be paid through the outsourcing companies. Both parties under the agreements generally shall
keep confidential and not disclose to any third party information obtained during the course of
cooperation.

We typically set our course arrangements and sales goals ahead of the incoming peak seasons
based on our assessments of the recruitment plans, and determine the number of part-time workers we
may need accordingly. In 2019, 2020, 2021 and the six months ended June 30, 2022, our part-time
instructors delivered approximately 190, 290, 340 and 160 class hours on average, respectively. To
ensure teaching quality, we generally conduct training for part-time instructors by ourselves. Our
contract workers are typically paid based on their actual workloads. For part-time instructors, we
determine the hourly rates according to their respective education backgrounds, work experiences and
subjects and course types in charge, which, pursuant to our internal policy, shall range from RMBS8O0 to
RMB500. We record commissions paid to part-time instructors through outsourcing companies as
human resource outsourcing and other labor costs. This on-demand approach has optimized our
efficiency and cost control, and allowed us the flexibility amid the fluctuations in market demands.
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During the Track Record Period, we had terminated cooperation with certain major outsourcing service
providers upon conclusion of the service term and/or to establish cooperation with alternative ones with
more competitive fee rates. We had not experienced any material disputes with our part-time employees
or cooperated outsourcing companies during the Track Record Period and up to the Latest Practicable
Date.

PROPERTIES

As of the Latest Practicable Date, we operated our businesses through 220 leased properties
nationwide, with a total gross floor area of approximately 154,000 square meters. All such properties
have been used for non-property activities as defined under Rule 5.01(2) of the Listing Rules and are
primarily used as office premises and tutoring classrooms for our business operations.

Our lease agreements in respect of the above-mentioned 220 leased properties generally have
expiration dates ranging from December 2022 to October 2028. We plan to renew our leases or
negotiate new terms when the existing leases expire. All lessors are Independent Third Parties. We did
not experience material difficulties in negotiating renewal of our leases with our landlords during the
Track Record Period and up to the Latest Practicable Date. We believe that there is sufficient supply of
properties in China.

As of June 30, 2022, none of the properties leased by us had a carrying amount of 15% or more
of our consolidated total assets. Therefore, according to Chapter 5 of the Listing Rules and section 6(2)
of the Companies (Exemption of Companies and Prospectuses from Compliance with Provisions) Notice
(Cap. 32L of the Laws of Hong Kong), this prospectus is exempted from compliance with the
requirements of section 342(1)(b) of the Companies (Winding Up and Miscellaneous Provisions)
Ordinance in relation to paragraph 34(2) of the Third Schedule to the Companies (Winding Up and
Miscellaneous Provisions) Ordinance which requires a valuation report with respect to all our Group’s
interests in land or buildings.

Title Defects

As of the Latest Practicable Date, 19 of our leased properties had title defects that may adversely
affect our ability to continue to use them in the future, which account for approximately 8.6% of our
total leased properties as of the same date. Among the 19 leased properties with title defects, 13 are
used as our office premises, two are used as our employee dormitories, two are used as our warehouses,
one is used as our self-study room, and one is used as our office premise and classroom, which we
believe presents no safety issues for teaching purpose. The aggregate leased area of these defective
properties is approximately 34,000 square meters. The existence of title defects is mainly due to the
following reasons: (1) certain lessors failed to provide property ownership certificates or other relevant
certificates regarding their legal right to lease such properties, and (2) the intended purposes contained
in the property ownership certificates are inconsistent with the actual use of property. As of the date of
this prospectus, we are not aware of any challenge being made by a third party or government authority
on the titles of any of these leased properties that might have a material adverse effect on our current
leases.

According to relevant laws and regulations and as confirmed by our PRC Legal Advisors, the
lessors shall be responsible for the circumstances that the intended purposes stated in the property
ownership certificates are inconsistent with the actual use of property, and there are no rules or
regulations requiring the lessee to obtain the ownership certificate or imposing regulatory punishment
on the lessee for not doing so. Accordingly, our PRC Legal Advisors are of the view that we are not
subject to any material administrative penalty for any of the title defects in the leased properties.

Moreover, according to relevant PRC laws and regulations, the lessee has the right to claim
compensation if the lease agreement is invalid due to the lessor’s fault. If our ability to continue leasing
such properties is affected by a third-party objection, we may seek indemnity from the lessor in
accordance with relevant PRC laws and regulations.
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We believe there is a sufficient reservoir of comparable alternative properties in proximity, and
therefore do not expect to incur significant time and cost for identifying alternatives and relocating our
operations in the less likely event that we were required to do so. We have developed contingency plans
to safeguard our operations against potential risks associated with the title defects. We have prepared
and will continuously update a list of backup properties in preparation for any potential relocation upon
expiry of or disruption to the existing leases due to title defects. Depending on the size, location,
facilities and current usage of the concerned leased property, we expect that it generally takes three to
30 days to complete the relocation with household moving expenses ranging from RMBS500 to
RMB 180,000 per property. We also expect to incur renovation expenses ranging from RMB3,000 to
RMB330,000 for a single property, where applicable. We expect that the aggregate relocation costs for
the 19 leased properties with title defects will be approximately RMB2.0 million. We may also rent
hotel conference rooms to provide tutoring services for certain courses, as we usually do. Moreover, we
can serve our students with comprehensive online products and services remotely, which we believe
will, to a certain extent, minimize the impact of the potential relocation on our overall business
operations. As a result, our Directors believe that relocation will not have a material adverse effect on
our business, results of operations and financial condition.

Furthermore, we have enhanced our internal control to avoid such risks by the following
measures:

. we have assigned designated personnel to follow up with the relevant parties to retrieve the
ownership certificates or other ownership documents of the existing properties with title
defects as soon as possible; and

. we will conduct our due diligence and reviews more prudently when we lease additional
premises, particularly on the nature, designated use and title certificates for such properties.

Non-registration

As of the Latest Practicable Date, 220 lease agreements of our leased properties had not been
registered and filed with relevant land and real estate management departments in China. Under the
relevant PRC laws and regulations, the parties to a lease agreement have the obligation to register and
file the executed lease agreement. As advised by our PRC Legal Advisors, the validity and
enforceability of the lease agreements are not affected by the failure to register or file the lease
agreements with the relevant government authorities. According to the relevant PRC regulations, we
may be ordered by the relevant government authorities to register the relevant lease agreements within
a prescribed period, failing which we may be subject to a fine ranging from RMB1,000 to RMB10,000
for each unregistered lease. The aggregate maximum potential penalties for failing to complete the
registration within a prescribed period in relation to the 220 lease agreements would be approximately
RMB2.2 million. As of the date of this prospectus, we have not received any order from the relevant
government authorities requiring us to register these lease agreements. We undertake to cooperate fully
to facilitate the registration of lease agreements once we receive any requirements from relevant
government authorities.

We have implemented internal control measures to prevent recurrence of non-registration,
including assigning designated staff from our legal department to manage regulatory registration and
filing related matters. The designated staff from our legal department will keep records of the lease
registration status and report to our senior management periodically. We will also provide training to
members of our legal department and employees of our operational hubs to familiarize them with the
legal requirements in relation to property rentals.

INSURANCE

We consider our insurance coverage to be adequate as we have in place all the mandatory
insurance policies required by Chinese laws and regulations and in accordance with the commercial
practices in our industry. However, in line with general market practice, we do not maintain any
business interruption insurance, keyman life insurance or insurance policies covering damages to our
technology infrastructure, which are not mandatory under PRC laws. During the Track Record Period
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and up to the Latest Practicable Date, we had not made or been the subject of any material insurance
claims. Any uninsured occurrence of business disruption, litigation or natural disaster could have a
material adverse effect on our results of operations. See “Risk Factors — Risks Relating to Our
Business and Industry — Our limited insurance coverage could expose us to significant costs and

business disruption.”

AWARDS AND RECOGNITION

During the Track Record Period and up to the Latest Practicable Date, we received recognition for
the quality and popularity of our services and products. The following table sets forth some significant
awards and recognition we have received.

Awarding Year

Award/Certificate

Awarding Organization

2019

2019

2019

2019

2019

2020

2020

2020

2020

2020

2021

High and New Technology Enterprise
(FRTECIARZE) ..o

Most Influential Education Brand of
the Year (20194F R 2 1 20 H ki) .

Influential Online Education Institution
Brand Annual Award (4F B ) h 2 4
NIEBBEWERE) ...

Internet Plus Technology-based
Education Brand of the Year (4FJ&H.
B+ R E )

Most Trusted Vocational Education
Brand of the Year (P B H B R
HEEEBEAETNE . ...

Educational Charity Program for Social
Responsibility of the Year (4F B4t &r
HAEAHBFEE) ..o

Top 10 Education Brands of the Year
BETRELZSHE. ...

Annual Social Responsibility Model
Taker of Chinese Enterprises of 2020
(20204F Hf [0 4> 2E FAE 10

Member of the Intellectual Property

Working Committee of Internet
Society of China ([ EL I 44 fih & 1
ik ERE TAEZ B A EA) ..

Most Recognized Education Product by
Users of 2020 (20204 32 F = #i
BEEM) ..o

Most Recognized Online Education
Platform of the Year (%% [ 97 43
£ G = I
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Beijing Municipal Commission of
Science and Technology (b5 i £l £
112z B &), Beijing Municipal
Finance Bureau (63T B IEJS)), and
Beijing Municipal Tax Service of

SAT (B FBLHs # 50 i BLEs =)
Tencent News (& itHT )

Xinhuanet GHT#E#)

Sina GHTIE)

China.com.cn (B 4H)

Global Times (CN) (GRERAH)

Beijing Evening Post (b 5% B )

People’s Daily (A& H #itt)

Intellectual Property Working
Committee of Internet Society of
China (128 FL 6 48 B € A0 bl e HE T
YEZ B &), and Secretariat of
Internet Society of China (9 [2 .1
A e AL E )

JingMedia (fixi8)

Al Online Education Conference of
2021 (ATFEAR#EE K€2021)
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LEGAL PROCEEDINGS AND COMPLIANCE
Legal Proceedings

We are subject to legal proceedings, investigations and claims arising in the ordinary course of
our business from time to time. During the Track Record Period and up to the Latest Practicable Date,
we were not involved in any litigation or arbitration proceedings pending or, to our knowledge,
threatened against us or any of our Directors that could have a material adverse effect on our business,
results of operations or financial condition.

Compliance

We are subject to a number of regulatory requirements and guidelines issued by the regulatory
authorities in China. During the Track Record Period and up to the Latest Practicable Date, we did not
commit any material non-compliance of the laws and regulations, or experience any non-compliance
incident, which taken as a whole, in the opinion of our Directors, is likely to have a material adverse
effect on our business, results of operations or financial condition. As advised by our PRC Legal
Advisors, during the Track Record Period and up to the Latest Practicable Date, save as disclosed in
“— Legal Proceedings and Compliance — Compliance,” we had complied with the relevant PRC laws
and regulations currently in effect in all material respects.

Fire safety
Non-compliance incidents

We offer classroom-based tutoring courses through classroom facilities set up by a network of
local operational hubs. We generally operate our classroom-based tutoring services on leased properties,
which allows us to swiftly execute and adjust our geographical expansion plan in response to changing
market conditions and demands. We also allow students to elect to take courses at any convenient
location of their choosing.

For certain leased properties that function as our offline offices and/or classroom facilities, we
have carried out certain decoration work to meet the needs of our business operations. According to the
relevant PRC laws and regulations, our decoration work fall within the scope of construction work. If
the investment amount of such construction project exceeds RMB300,000 and its gross floor area is
more than 300 square meters, the records of the fire safety design and the completion inspection (the
“Fire Safety Filing”) (3% LEgUTH Fiffi%%) shall be filed to the competent fire safety authorities after the
decoration work obtains the construction permit and passes the completion inspection.

During the Track Record Period and up to the Latest Practicable Date, we had 67 leased properties
which did not complete the required Fire Safety Filing before commencing operation, primarily because
(1) the owners of certain leased properties had not completed the Fire Safety Filing for the entire
properties within which our leased premises were located, which caused a delay in our applications for
the Fire Safety Filing, and (2) we were unable to provide the property ownership certificates for certain
leased properties, which were required by the relevant regulatory authorities when applying for the Fire
Safety Filing, as certain lessors failed to provide such property ownership certificates, or certain
properties were mortgaged and, therefore, their property ownership certificates were retained by banks.
The following table sets forth a breakdown of the 67 properties for each period indicated.
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Six months
Year ended December 31, ended June 30,
2019 2020 2021 2022

Reasons for the incompletion of

the Fire Safety Filing
the owners of the relevant leased

properties had not completed the

Fire Safety Filing for the entire

properties within which our

leased premises were located . . . 1 20 10 2
we were unable to provide the

property ownership certificates

for the relevant leased properties

for the reasons discussed above 2 11 21 —

Total . .. ................... 3 31 31 2

After the Track Record Period and up to the Latest Practicable Date, we had not commenced the
operation on any leased properties without completing the required Fire Safety Filing.

Among the 67 leased properties, as of the Latest Practicable Date, we had (1) terminated the
relevant leases for 45 properties, (2) continued to use 11 properties for which we had subsequently
completed the Fire Safety Filing, and (3) suspended the usage of the remaining 11 properties, including
nine properties for which we are in the process of terminating the relevant leases, and two properties
for which we are in the process of applying for the Fire Safety Filing. According to the confirmation of
the relevant competent regulatory authorities, if the concerned leased property is no longer in use, no
regulatory investigation and punishment will be imposed for the related historical non-compliance
matters. Based on such confirmation, our PRC Legal Advisors are of the view that our risk of being
penalized retrospectively for these historical non-compliance incidents is low. In 2019, 2020, 2021 and
the six months ended June 30, 2022, the amount of rental expenditures (including lease expenses and
depreciation of right-of-use assets) attributable to the 67 leased properties were RMBO0.8 million,
RMB14.6 million, RMB47.9 million and RMB18.6 million, respectively, representing 0.8%, 4.2%, 8.2%
and 12.3% of our total rental expenditures in the same periods, respectively. As such, we believe that
these non-compliance incidents would not materially and adversely affect our business operations. We
further undertake that we will not resume the operation on the suspended properties that are undergoing
the Fire Safety Filing until the Fire Safety Filling is completed.

As of the date of this prospectus, all of our leased properties in use are in compliance with the
applicable fire safety laws.

Although we did not timely complete the fire safety filing for certain properties during the Track
Record Period, we appreciate the significant importance on fire safety and strive to mitigate our risk
exposure to potential fire safety accidents and public safety concerns. To this end, before the
commencement of the operations of these properties, we had taken various measures to ensure the fire
safety of these leased properties, including (1) installing the necessary fire safety equipment as required
by applicable PRC laws and regulations, including fire extinguishers, smoke detectors and automatic
water spray, and (2) applying fire resistant construction and decoration materials, installing proper
evacuation route indication signs, and where applicable, proper emergency exits. Our Directors are of
the view that these measures are adequate and effective to mitigate risks associated with fire safety.
Having considered that all of the properties it has inspected have complied with the applicable fire
safety laws, regulations and standards to the extent the Fire Safety Filing for these properties, as the
case may be, could be completed and there are no material impediments for these properties to
complete the Fire Safety Filing with the fire safety authorities, the Fire Safety Consultant is of the view
that the foregoing measures are adequate and effective. Having taken into account the factors above, the
independent due diligence work conducted by the Joint Sponsors and the view of the Directors and the
Fire Safety Consultant, the Joint Sponsors concur with the above-mentioned Directors’ and Fire Safety
Consultant’s view.
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Potential legal consequences

Pursuant to the Fire Prevention Law of the PRC, the construction project that fails to complete the
Fire Safety Filing shall be ordered to rectify and shall be subject to a fine of up to RMB5,000. The
relevant rules and regulations also provide that, construction projects that have completed the Fire
Safety Filing are subject to unannounced inspection. Upon receiving the notice for rectification as a
result of unqualified inspection result, the construction project shall be suspended for use. After the
rectification is completed, the competent fire safety authority shall conduct a reinspection, and the
construction project can only be put into use if deemed as qualified.

As elaborated above, according to the confirmation of the relevant competent regulatory
authorities, if the concerned leased property is no longer in use, no regulatory investigation and
punishment will be imposed for the related historical non-compliance matters. As of the date of this
prospectus, we have terminated the leases or suspended the usage of all concerned properties, and the
relevant regulatory authorities have not imposed any material administrative actions, fines or penalties
for our inability to complete the necessary fire safety procedures.

As advised by our PRC Legal Advisors, according to the interviews with the relevant regulatory
authorities, the fire safety non-compliance incidents have no impact on the renewals of our licenses
according to PRC laws and regulations. Furthermore, based on the terms of our insurance policies for
two leased properties, the insurers shall have the right to terminate the policies or increase the
insurance premiums in case of our failure to fulfill safety obligations, including compliance with
relevant fire safety laws and regulations. As of the Latest Practicable Date, such insurers had not
terminated the policies or increased the insurance premiums due to the fire safety non-compliance
incidents, nor had we had any insurance claims under such insurance policies.

Rectifications and internal control measures

We have engaged Taitong Construction Co., Ltd. (K#H &5 A R/ F]) as the fire safety consultant
(the “Fire Safety Consultant”) in December 2021 to conduct fire safety inspections on all leased
properties that were in use but had not completed the required Fire Safety Filing then. The Fire Safety
Consultant is primarily engaged in the maintenance and inspection of fire safety facilities and fire
safety evaluation. The Fire Safety Consultant has the relevant qualifications and certificates, such as the
ISO 9001, ISO 14001 and ISO 45001 certificates, and has a dedicated inspection team consisting of
certified fire safety specialists and constructors with extensive prior work experience.

The Fire Safety Consultant has conducted a comprehensive review and inspection of the following
aspects of our operations through on-site inspection, surveys and document review, which has covered
substantially similar inspection scope that would be conducted by competent government authorities for
us to obtain the relevant fire safety approval: (1) the compliance of our fire protection system with laws
and regulations and industry standards, (2) the adequacy of the fire safety equipment and system and
emergency evacuation plan of the relevant premises, (3) the knowledge of our staff in relation to fire
protection management, including our fire safety management personnel and on-site personnel, and (4)
the fire protection capability of our decoration materials and exterior wall insulation materials. The
review and inspection was completed by December 2021.

Upon inspection of these properties, the Fire Safety Consultant is of the view that (1) the risk
exposure to potential fire safety accidents of these properties is inherently low as our operations do not
involve the use of gas or fuel to light open flames, (2) we have established and implemented a
comprehensive set of fire safety policies and procedures as well as fire safety and emergency
evacuation plan that are in compliance with the applicable PRC laws and regulations, (3) the relevant
premises are in compliance with applicable building fire protection and fire safety standards, (4) the
premises are in compliance with the applicable PRC laws and regulations to be wused for
classroom-based tutoring, (5) all of these premises have complied with the applicable fire safety laws,
regulations and standards to the extent the Fire Safety Filing for these properties, as the case may be,
could be completed, (6) we were not able to complete the Fire Safety Filing for these properties for
reasons other than fire safety defects, and (7) there are no material impediments for these properties to
complete the Fire Safety Filing, as the case may be, upon the submission of all necessary application
documents and the completion of the on-site inspections.
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We implemented recommendations provided by the Fire Safety Consultant in December 2021 to
manage our risk exposure to potential fire safety accidents, including (1) improving internal fire
inspection mechanisms and strengthening communications with building owners to rectify potential fire
safety concerns, and (2) conducting fire safety training and providing related guidance to our
employees, especially those relating to basic fire safety information, such as fire extinguisher usage and
emergency evacuation method.

In addition to the recommendations provided by the Fire Safety Consultant, we have enhanced our
internal control measures and procedures with respect to fire safety as recommended by our
independent internal control consultant to manage the associated risks and prevent recurrence of such
non-compliance incidents. Set forth below are certain key efforts we have made:

. Fire safety policies. We have implemented fire safety management policies, including
detailed guidance on the use and maintenance of fire safety facilities. We have also adopted
internal policies to ensure that our newly leased properties will comply with relevant fire
safety laws and regulations. For example, to the extent feasible, we will only lease
properties for which (1) there is no title defect, (2) the intended purposes are consistent with
our actual use of properties, and (3) the fire safety procedures have been completed. We
undertake that for any new leased property with investment of decoration work of more than
RMB300,000 and a gross floor area of more than 300 square meters, we will ensure the Fire
Safety Filing has been completed with the competent authorities. We further undertake that,
we will report the status of completing the Fire Safety Filling and the change of status (such
as permanent closure, relocation or re-opening) for the relevant leased properties that are
currently suspended in the interim and annual reports after the Listing. Moreover, we have
developed contingency plans to safeguard our operations against the potential risks
associated with the failure to complete the Fire Safety Filing. The relevant operational hubs
have been preparing and will continuously update a list of backup properties. As such, we do
not expect to incur significant time for identifying, or incur significant cost to relocate our
operations to, comparable alternative properties in proximity if we can no longer utilize the
original compliant properties.

. Training. We provide regular trainings on fire safety to our on-site employees, which cover
general fire safety information and regulations and correct use of fire safety equipment. We
also participate in fire drills on a regular basis to heighten the awareness of our employees
on fire safety.

. Designated personnel. We have designated our internal compliance personnel to supervise
and complete the necessary fire safety procedures.

Our internal control consultant reviewed the internal control measures adopted by us in respect of
fire safety management and noted that a formal fire safety management policy has been established and
implemented within our Group. The rules and responsibilities have been clearly set up in the fire safety
management policy, including fire safety inspection, potential remediation and facilities management.

Having considered the above rectifications, our Directors are of the view that our Group’s
enhanced internal control measures with respect to fire safety are adequate and effective to manage fire
safety risks and prevent recurrence of similar fire safety related non-compliance incidents. Based on the
work performed and the results of its review, the Fire Safety Consultant is of the view that our Group’s
enhanced internal control measures, if implemented continuously, are adequate and effective to manage
fire safety risks and prevent recurrence of similar fire safety related non-compliance incidents. Having
taken into account the factors above, the independent due diligence work conducted by the Joint
Sponsors and the view of the Directors and the Fire Safety Consultant, the Joint Sponsors concur with
the above-mentioned Directors’ and Fire Safety Consultant’s view.

After the Track Record Period and up to the Latest Practicable Date, we had no newly leased
property that would require the Fire Safety Filing. We undertake that we will only open new hubs after
we have obtained all necessary licenses, permits and approvals required under the relevant PRC rules
and regulations going forward, including the Fire Safety Filing where applicable.
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Based on the foregoing, our Directors believe that such historical non-compliance would not have
a material adverse effect on our business, results of operations or financial condition or the Global
Offering, on the grounds that: (1) as of the date of this prospectus, we have terminated the leases or
suspended the usage of all fire safety non-compliant leased properties, and we have not been subject to
any material administrative penalties during the Track Record Period and up to the date of this
prospectus; (2) the Fire Safety Consultant has advised us that all of the properties it has inspected have
complied with the applicable fire safety laws, regulations and standards to the extent the Fire Safety
Filing for these properties, as the case may be, could be completed and there are no material
impediments for these properties to complete the Fire Safety Filing with the fire safety authorities; (3)
we have enhanced our internal control measures and procedures as recommended by our independent
internal control consultant to prevent the recurrence of such non-compliance incidents; (4) we undertake
to relocate if required by the relevant regulatory authorities, and as we have been continuously
compiling a reservoir of alternative sites that have completed the Fire Safety Filing, we do not expect
to incur significant time for identifying, or incur significant cost to relocate our operations to,
comparable alternative properties in proximity; and (5) our PRC Legal Advisors have advised us as
discussed above.

Having considered the nature and reasons of the fire safety related non-compliance, our Directors
are of the view that such historical non-compliance would not affect their suitability to act as directors
of a listed company under Rules 3.08 and 3.09 of the Listing Rules based on the following reasons:

(i) the occurrence of such historical non-compliance was not due to the dishonesty, gross
negligence or recklessness of our Directors nor for illegitimate purposes;

(ii) we have taken remedial measures as described above to the extent feasible, including
terminating the leases or suspending the usage of all fire safety non-compliant leased
properties, and engaged the Fire Safety Consultant to conduct fire safety inspection of the
concerned properties;

(iii) such historical non-compliance has not had any material and adverse impact on our business,
results of operations and financial condition;

(iv) no administrative fines or other penalties were otherwise imposed on us or any of our
Directors in connection with such non-compliance, and no investigations or actions were
conducted by the relevant regulatory authorities on any of our Directors in connection with
the same;

(v) as described above, we have enhanced our internal control measures and procedures to the
extent applicable to manage the associated risks and prevent recurrence of such
non-compliance;

(vi) we undertake to report the status of completing the Fire Safety Filling and the change of
status (such as permanent closure, relocation or re-opening) for the relevant leased properties
that are currently suspended in the interim and annual reports after the Listing; and

(vii) our Directors are aware of the requirements and obligations as directors of a listed company
pursuant to the Listing Rules and have undertaken to observe and comply with all the
relevant rules and regulations.

Based on the independent due diligence work conducted as described below, nothing has come to
the Joint Sponsors’ attention that would reasonably cause the Joint Sponsors to cast doubt on the views
of the Directors on their suitability to act as directors of a listed company under Rules 3.08 and 3.09 of
the Listing Rules:

(i) (a) obtained and reviewed the fire safety report prepared by the Fire Safety Consultant, (b)
obtained and reviewed the credentials of the Fire Safety Consultant, (c) discussed with the
Fire Safety Consultant regarding the methodologies it has adopted to assess the Group’s fire
safety condition and the scope of inspection on each property that had not completed the
Fire Safety Filing as of the Latest Practicable Date, and (d) understood that the Fire Safety
Consultant has not identified any material deficiencies in relation to the Group’s fire safety
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condition, and that the Group’s enhanced internal control measures, if implemented
continuously, are adequate and effective to manage fire safety risks and prevent recurrence
of similar fire safety related non-compliance incidents;

(ii) discussed with the Company, the Company’s PRC Legal Advisors and the Fire Safety
Consultant to understand, among others, (a) the background and reasons for such
non-compliance and its legal consequences; (b) various measures adopted by the Group as
described above; (c) remedial and rectification actions taken or to be taken by the Group;
and (d) potential operational and financial impacts to the Group;

(iii) discussed with the Company’s PRC Legal Advisors to confirm that the local governmental
authorities who provided certain confirmations during the interviews are competent
authorities for such confirmations, obtained and reviewed the notes of interviews with such
authorities, which were also attended by the Joint Sponsors’ PRC legal advisor on behalf of
the Joint Sponsors, and understood that certain properties were not required to obtain Fire
Safety Filing or the Company was allowed to continue using the relevant leased properties
without being subject to any administrative penalties in the absence of any claims and thus
the risk of being subject to material penalties for such properties is remote;

(iv) engaged an independent internal control consultant to conduct an internal control review of
the Group, and understood that the Group has established fire safety management procedures
pursuant to the independent internal control consultant’s recommendation;

(v) reviewed the legal opinion prepared by the Company’s PRC Legal Advisors in relation to the
Group’s fire safety condition and understood that to the extent that the Company has
completed the applications for the Fire Safety Filing, the risk of being subject to any
administrative penalties due to the untimely completion of the Fire Safety Filing that would
have a material adverse effect on the Company’s business operations or financial condition is
remote; and

(vi) discussed with the Company’s PRC Legal Advisors to understand, based on the confirmation
given by the relevant competent regulatory authorities, if the concerned leased property is no
longer in use, no regulatory investigation and punishment will be imposed for the related
historical non-compliance matters, and therefore the Company’s PRC Legal Advisors are of
the view that the risk of being penalized retrospectively for these historical non-compliance
incidents is low.

Social insurance plans and housing reserve fund
Non-compliance incidents

Pursuant to the relevant PRC laws and regulations, employers are obligated to contribute to the
social insurance and housing reserve funds for their employees. During the Track Record Period, we did
not make adequate social insurances and housing reserve fund contributions for certain employees or
make timely registration with the relevant social insurance or housing reserve fund authorities. Our
non-compliance was primarily due to (1) the oversight and lack of comprehensive understanding by the
responsible staff of the relevant local regulations, (2) the insistence by certain employees on
participating in local social insurance offered in their desired places of residency, instead of the social
insurance offered in their places of employment, and (3) the unwillingness by certain employees to
participate in the housing reserve fund scheme.

Potential legal consequences

As advised by our PRC Legal Advisors, orders to make full contributions within a prescribed time
period may be imposed on an employer for not making full social insurance contributions for
employees in a timely manner. If any of the relevant social insurance authorities is of the view that the
social insurance contributions we made for our employees do not comply with the requirements under
the relevant PRC laws and regulations, it may order us to pay the outstanding balance within a
prescribed time period plus a late fee of 0.05% of the total outstanding balance per day. If we fail to do
so within the prescribed period as requested by the relevant social insurance authorities, we may be
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subject to a fine ranging between one to three times of the total outstanding balance. In addition, if we
fail to register and establish an account for social insurance contributions for our employees, the
relevant social insurance authority may order us to do so within a prescribed time limit. If we fail to do
so within the prescribed period as requested by the relevant social insurance authorities, we may be
subject to a fine ranging between one to three times of the total outstanding balance.

As advised by our PRC Legal Advisors, if any of the relevant housing reserve fund authorities is
of the view that our contributions to the housing reserve fund do not satisfy the requirements under the
relevant PRC laws and regulations, it may order us to pay the outstanding balance within a prescribed
period. If we fail to do so within the prescribed period, the relevant housing reserve fund authority may
apply to a PRC court for an order of mandatory payment. In addition, if we fail to register and establish
an account for housing reserve fund contributions for our employees, the relevant housing reserve fund
authority may order us to do so within a prescribed time limit. If we fail to do so within the prescribed
period as requested by the relevant house reserve fund authorities, we may be subject to a fine ranging
from RMB10,000 to RMB50,000.

Rectifications and internal control measures

As of the Latest Practicable Date, no administrative action, fine or penalty had been imposed by
the relevant regulatory authorities with respect to our social insurance or housing reserve fund
contributions, nor had we received any order to settle the outstanding amount of such contributions. In
addition, we did not receive any notice from judicial or administrative authorities on any claim from
our current and former employees regarding any inadequate contributions. As advised by our PRC
Legal Advisors, in the absence of any employee claims and significant changes in regulatory
requirements regarding social insurance and housing reserve fund contributions, the likelihood that we
would be required by relevant authorities to pay the shortfalls and late charge for social insurance and
housing reserve fund contributions and/or be subject to material administrative penalties due to failure
to make full contributions is remote, based on (1) the interview with the MOHRSS on February 9,
2022, (2) the confirmations obtained from the competent authorities from the regions covering
substantially all of our subsidiaries, and (3) their understanding of the Urgent Notice on Enforcing the
Requirement of the General Meeting of the State Council and Stabilization the Levy of Social Insurance
Payment (B2 BRI B EHS B B5 € s o U B MO B3 A R 2 0l TAE R B 208 ) issued by the
MOHRSS, which seeks to promote the reduction in the amount of social insurance contributions by
companies to avoid overburdening enterprises and prohibits local authorities from requiring enterprises
to make up for historically underpaid or unpaid social insurance contributions in a lump sum. As
advised by our PRC Legal Advisors, the relevant local governmental authorities and interviewees are
competent to provide such confirmations.

We undertake that in the event that the competent regulatory authorities require us to make up for
any shortfall in our contributions and/or pay any late charge, we would seek timely compliance.
Moreover, we have been liaising with relevant regulatory authorities in different localities to adjust the
payment base for our social insurance and housing reserve fund contributions, the procedure and timing
of which may vary based on local rules and policies, such that we can make full contribution in
compliance with the applicable laws and regulations as soon as practicable. To prevent the recurrence
of such non-compliance, our PRC Legal Advisors provided trainings to our management and human
resource department staff on the relevant rules and practice in relation to compliance with social
insurance and housing reserve fund requirements. As an annual compliance measure following the
Listing, we will continue to communicate with our employees with regard to the employee social
insurance plans and housing reserve fund, and contribute to the employee social insurance plans and
housing reserve fund consistent with the standards stipulated under applicable PRC laws and
regulations. In addition, we have enhanced our internal policies and procedures to ensure compliance
with the relevant laws and regulations. Among others, we have clarified in the employee manual that
the contribution of social insurance and housing reserve funds shall conform with the relevant laws and
regulations. Our human resources department will follow the rules and policies on social insurance and
housing reserve fund contributions for any update. We will (1) regularly consult outside counsel to
understand whether we are at risk of non-compliance with the relevant laws and regulations; (2)
regularly prepare reports regarding our contribution amounts for review by our Board; and (3) conduct
internal trainings for our Directors, members of senior management and certain employees on the
relevant laws and regulations. Furthermore, we made appropriate provisions for the historical
inadequate contributions in our financial statements based on the relevant local rules and policies and
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interviews with and confirmations of the relevant regulatory authorities. In 2019, 2020, 2021 and the
six months ended June 30, 2022, the amount of provisions made for the total outstanding amount of
social insurance and housing reserve fund contributions was RMBO0.6 million, RMB1.9 million,
RMBO9.1 million and RMB1.0 million, respectively. As for the penalty amount, as advised by our PRC
Legal Advisors, according to the Social Insurance Law, we would be subject to a fine only if the
relevant social insurance authorities are of the view that the social insurance contributions we made for
our employees do not comply with the requirements under the relevant PRC laws and regulations and
order us to pay the outstanding balance within a prescribed time period plus a late fee, and we fail to
do so within the prescribed period as requested by the relevant social insurance authorities. As our
Directors have undertaken that in the event that the competent regulatory authorities require us to make
up for any shortfall in our contributions and/or pay any late charge, we would seek timely compliance,
our risk of being penalized by the competent authorities is relatively low.

Our Directors believe that the above non-compliance incidents would not have a material adverse
effect on our business, results of operations or financial condition or the Global Offering, considering
that (1) we had not been subject to any material administrative penalties during the Track Record
Period and up to the Latest Practicable Date; (2) we had not received any notifications from the
relevant PRC authorities requiring us to pay the shortfalls or the penalties with respect to social
insurance and/or housing reserve funds as of the Latest Practicable Date; (3) we were neither aware of
any material employee complaints nor were involved in any material labor disputes with our employees
with respect to social insurance and/or housing reserve funds; (4) we undertake to pay any shortfall
within a prescribed time period upon request by the relevant government authorities or upon the
complaint by any affected employee; (5) we have adopted robust internal control measures as discussed
above; (6) we made appropriate provisions for social insurance and housing provident fund
contributions; and (7) the advice from our PRC Legal Advisors discussed above.

OCCUPATIONAL SAFETY

We have obtained all necessary licenses in relation to workplace safety and established work
safety policies or procedures to ensure that all parts of our operations are in compliance with applicable
laws and regulations. During the Track Record Period and up to the Latest Practicable Date, we did not
experience any significant workplace accident or encounter any material non-compliance issues with
respect to any applicable laws and regulations on occupational safety.

ENVIRONMENTAL, SOCIAL AND CORPORATE GOVERNANCE

We regard environment protection as an important corporate responsibility, and are committed to
promoting corporate social responsibility and sustainable development as well as integrating it into all
major aspects of our business operations. Corporate social responsibility is viewed as part of our core
growth philosophy that will be pivotal to our ability to create sustainable value for our Shareholders by
embracing diversity and public interests. Accordingly, our Board has adopted a comprehensive policy
on environmental, social and corporate governance responsibilities (the “ESG Policy”) on December 20,
2022 in accordance with the Listing Rules, which sets forth our corporate social responsibility
objectives and provides guidance on practicing corporate social responsibility in our daily operations.
Our Board has the collective and overall responsibility for establishing, adopting and reviewing the
ESG vision, policy and target of our Group, and evaluating, determining and addressing our
ESG-related risks at least once a year. Our Board may assess the ESG risks and review our existing
strategies, targets and internal controls. Necessary improvement will then be implemented to mitigate
the risks.

Identification, Management and Assessment Approaches

Our Board is principally responsible for overseeing the formulation of our ESG strategies,
determining the ESG-related risks, and monitoring and reviewing our ESG performance. It also closely
follows the latest ESG-related laws and regulations and correspondingly updates our ESG measures to
ensure timely compliance. In addition, we have established an ESG working group to assist our Board
in formulating and implementing ESG-related strategies and policies. The ESG working group reports
to our Board and assesses our sustainable development strategies, targets and performance regularly.
The members of the ESG working group include the heads of various functional departments.
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We will primarily adopt the following approaches to identify, assess and manage material ESG
issues.

. Identification: Our Directors will discuss the ESG issues with key stakeholders, including
our major customers, major suppliers, management team and employees, and collect their
views and opinions on our ESG measures and practices, which will help us better identify
and prioritize the ESG issues and risks inherent in our business operations and formulate
effective measures to mitigate those risks.

. Management: We have implemented ESG measures that provide guidelines for managing our
ESG issues. Our Board will review ESG issues arising from our business operations and our
corresponding ESG measures, including major plans of actions, risk management policies
and business plans, and set our performance objectives.

. Assessment: Our Board will r