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Il. CHAIRMAN’S STATEMENT

Dear Shareholders and investors,

On behalf of the Board of China 21st Century Education Group Limited, | am pleased to present to you the 2023 annual
report for the year ended 31 December 2023.

In recent years, the PRC’s vocational education has been deepening its reform. In order to optimize the structure of
talent supply, academic vocational education has entered a high-speed track of development, and the industry-education
integration has become an inevitable path for the development of vocational education. The Skills China Action
Implementation Plan ( {FREFRBITTEIERE S %) ) issued by the Ministry of Human Resources and Social Security clearly
requires that the number of skilled talents should be increased during the 14th Five-Year Plan period. Along with the
upgrading of industrial structure, the PRC’s demand for talents in technology-intensive fields such as new-generation
information technology and new materials is increasing. However, the growth rate of labor-intensive industries is slowing
down, industry practitioners are in urgent need of upgrading their vocational skills, and vocational education is facing
a huge market demand. Under this environment, the Group has clearly defined its development strategy with new
vocational education as the main line of development, and has also launched the businesses of high school education,
New Gaokao* (¥75&) and preschool education.

OPERATING HIGHLIGHTS

As at 31 December 2023, the Group owned 11 schools, including 1 private college under vocational education segment
(Shijiazhuang Institute of Technology); and 1 full-time ordinary high school (Shijiazhuang Yuying Experimental High School*
(AREBHREETE)), 1 New Gaokao* (¥7/%) Business institution and 8 Saintach Kindergartens under non-vocational
education segment. The Group had 27,662 full-time students, representing an increase of 15.8% as compared to 23,888
students in the corresponding period in 2022. The Group was also entrusted with the operation of the west campus of
Sifang College (vocational education segment).

The Group made vigorous efforts to develop the vocational education segment, as at 31 December 2023, 23,494 full-time
students were enrolled under the vocational education segment, which represented an increase of 18.6% from 19,809
students for the corresponding period in 2022. In addition, the Group provided the west campus of Sifang College with
entrusted operation service for 3,906 students. The Group kept strengthening the “organic development”, Phase | and Phase
Il of the new campus of Shijiazhuang Institute of Technology were put into use in September 2023, with the subsequent
construction proceeding in an orderly manner, and the Group also actively promoted the implementation of the Action
Plan for Quality Enhancement and Excellence. We undertook 14 tasks under the “Hebei Provincial Action Plan for Quality
Enhancement and Excellence in Vocational Education (2020-2023)"”, which resulted in a continued improvement in its
quality for running schools. In addition, the Group conducted governmental vocational education and social training for
13,739 people by relying on quality resources to serve the surrounding areas to provide intellectual support for corporate
talents training and technical skills and improvements, which in turn enhanced its social influence. The Group insists on
long-term cooperation between government, industry, enterprises and schools, and has established 13 industrial colleges.
The pattern of industry-education integration has shifted from “alternation of working and learning 1.0” to “industry-
education symbiosis 5.0”, and has evolved from the joint cultivation of talents by industry and education to the joint
participation in industry-end business.

The Group has also launched its high school education business and New Gaokao* (¥ %) Business with a commitment
to provide quality curriculum teaching and enrollment services for high school students. As at 31 December 2023, there
were 2,549 students enrolled in our high schools, representing an increase of 8.0% as compared to the corresponding
period in 2022. In line with the national concept of education equality, New Gaokao* (¥1= %) Business has focused its
services on the college entrance examination channel services. As at 31 December 2023, it has served 119 high schools and
has established cooperation relationships with more than 100 schools in nearly 20 provinces nationwide, delivering quality
service system and providing planning and tutoring to nearly 8,000 students all over the country. Based on the regional
in-depth cultivation plan, the cooperation business will be expanded to Henan, Hubei, Hunan and other national regions.

Annual Report 2023
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Il. CHAIRMAN’S STATEMENT

Leveraging on a good local reputation and brand image, Saintach Kindergartens maintained stable operation and
continued to contribute to the Group’s income and profit. The overall student enrollment in 2023 remained stable, with
the student enrollment reaching 1,619 as at 31 December 2023. In terms of product development, we optimitzed our
research and learning products and continued to provide extended teaching services for young children to improve the
richness of our services.

DIVIDEND DISTRIBUTION

The Company will make further announcement in relation to the declaration of dividend for the year ended 31 December
2023, if any, and such declaration of dividend shall be subject to the approval of Shareholders at the forthcoming annual
general meeting of the Company (the "AGM").

FUTURE STRATEGIES

As a comprehensive private education service provider, we have kept upholding the development vision of “creating equality
through education” with focus on the integration of quality education resources to establish our presence in diversified
education industry pattern and grow into a full-cycle career service provider from “Education” to “Employment”, in a
bid to make education accompany everyone’s growth throughout their lives.

ACKNOWLEDGEMENT

On behalf of the Board, | would like to thank the staff for their diligence and contribution in the past year. We would
also like to convey our sincere gratitude to investors for their continuous attention and support to the Group.

Looking ahead, we will utilize our self-innovated education system and scientific and sound management mechanism to
closely align with the Group’s established development strategies, capture development opportunities in the education
industry, adhere to our core values of “sharing, partnership, virtue and self-improvement” and insist on offering more
open and convenient educational services to the whole society, so that education can support the overall development
of every person and realize equal opportunities. Facing the opportunity, we will continue to forge ahead and repay the
trust of the Shareholders.

Li Yasheng
Chairman of the Board

28 March 2024
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lll. FINANCIAL AND OPERATING HIGHLIGHTS

RESULTS
For the year ended 31 December
2023 2022 2021 2020 2019
(RMB’000) (RMB'000) (RMB'000) (RMB'000) (RMB'000)
Revenue 420,028 311,908 308,767 253,802 234,242
Cost of sales (255,069) (165,524) (181,942) (131,517) (112,934)
Gross profit 164,959 146,384 126,825 122,285 121,308
Gross profit margin 39.3% 46.9% 41.1% 48.2% 51.8%
Profit before tax 39,160 27,414 28,394 79,119 84,664
Profit for the year 39,836 26,718 28,740 78,772 82,753
EBITDA 167,429 119,094 101,984 129,647 123,601
Basic earnings per Share
(RMB cents) 3.50 2.39 2.56 6.51 6.78
SUMMARY OPERATING INFORMATION
Percentage of
Operating information 2023 to 2024 2022 to 2023 Changes changes
Total number of full-time
students® 27,662 23,888 3,774 15.8%
Student capacity® 114.4% 137.1% (22.7%) (16.6%)
Student retention rate® 96.6% 97.4% (0.8%) (0.8%)
Total number of teachers® 830 772 58 7.5%
Notes:

Full-time includes junior college students and secondary school students in Shijiazhuang Institute of Technology, full-time high school students

ot 2 hh

in Shijiazhuang Yuying Experimental High School* (ARt EEE

It refers to the capacity of full-time students. The student capacity of Shijiazhuang Institute of Technology as at 31 December 2023 exceeded
100%, which was mainly due to the following two reasons, one was that the calculation of the student capacity of Shijiazhuang Institute
of Technology did not take its rented beds into account; and another reason was that Shijiazhuang Institute of Technology implemented a

“2+1" school system, where students at the third grade would work at enterprises as interns, no shortage of student apartments would be

resulted.

Retention rate of full-time students.

It refers to full-time teachers.

B E2) and students in kindergartens.

Annual Report 2023
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lll. FINANCIAL AND OPERATING HIGHLIGHTS

3. ASSETS AND LIABILITIES

As at 31 December

2023 2022 2021 2020 2019
(RMB’000) (RMB’000) (RMB’000) (RMB’000) (RMB’000)

Assets and liabilities

Non-current assets 1,648,426 1,452,178 674,657 515,860 433,330
Current assets 674,323 503,284 699,426 627,210 639,532
Current liabilities 989,556 559,579 553,254 362,764 327,527
Net current (liabilities)/assets (315,233) (56,295) 146,172 264,446 312,005
Total assets less current liabilities 1,333,193 1,395,883 820,829 780,306 745,335
Total equity 781,185 725,861 685,787 669,947 672,594
Non-current liabilities 552,008 670,022 135,042 110,359 72,741
Total equity and non-current

liabilities 1,333,193 1,395,883 820,829 780,306 745,335
Property, plant and equipment 941,962 641,915 251,954 151,126 140,719
Cash and bank balances 270,254 212,583 334,332 357,700 258,613
Interest-bearing bank and other

borrowings 875,661 693,383 446,468 213,961 179,082
Contract liabilities 189,574 143,025 101,301 108,495 93,296

As at 31 December

Financial ratios m 2022 2021 2020 2019

Current ratio 68.1% 89.9% 126.4% 172.9% 195.3%
Debt-to-asset ratio® 66.4% 62.9% 50.1% 41.4% 37.3%
Note:
@ Total liabilities divided by total assets.

4. CASH FLOWS FROM OPERATIONS

For the year ended 31 December

2023 2022 2021 2020 2019
(RMB’000) (RMB’000) (RMB’000) (RMB'000) (RMB’000)

Net cash from operating activities 197,839 128,452 90,909 129,084 119,112

6 CHINA 21ST CENTURY EDUCATION GROUP LIMITED



IV. MANAGEMENT DISCUSSION AND ANALYSIS

1. BUSINESS REVIEW

1.1

1.2

Business Profiles

The Company focuses on the operation and content incubation of the education industry. Since the establishment
of its first school in 2003, the Company has made notable achievements over the past more than 20 years
to become a comprehensive education group focusing on new vocational education and actively put the
development direction of industry-education integration into practice, with diversified revenue streams and
a broad customer base.

Considering improving students’ abilities as our core priority, we are committed to unremittingly providing
clients with customized services and solutions based on individual demands. Leveraging on our self-innovated
education system and standardized management, we dedicate to offering more friendly and convenient
education services to students.

Our Schools

1.2.10verview
As at 31 December 2023, the Company owned 11 schools, including 1 private college (Shijiazhuang
Institute of Technology) under vocational education segment; 1 ordinary high school, 1 New Gaokao*
(¥1/=) Business institutions and 8 Saintach Kindergartens under non-vocational education segment.
The Group was also entrusted with the operation of the west campus of Sifang College (vocational
education segment).

Vocational education — College 1
Non-vocational education - Ordinary high school
— New Gaokao* (#1=2%)
Business institutions
— Kindergartens

31 December 31 December
Schools of the Company 2023 2022
1
1
1
11

Total

Annual Report 2023
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IV. MANAGEMENT DISCUSSION AND ANALYSIS

1.2.2Student enrollment

As at 31 December 2023, we had 27,662 full-time students enrolled in our schools. The specific details
are as follows:

2023-2024 2022-2023 Percentage of
Breakdown of student enrollment school year school year Changes changes

Full-time students
Vocational education - Shijiazhuang Institute of

Technology
Including: Junior college 21,232 16,937 4,295 25.4%
Secondary college 2,262 2,872 (610) (21.2%)
Subtotal (full-time college students) 23,494 19,809 3,685 18.6%

Non-vocational education
Including: Shijiazhuang Yuying
Experimental High School*

(BRXHERERTE) 2,549 2,361 188 8.0%
Saintach Kindergartens 1,619 1,718 (99) (5.8%)
Total (full-time students) 27,662 23,888 3,774 15.8%

As at 31 December 2023, our vocational education segment provided the west campus of Sifang College
with entrusted operation service and accommodation service for 3,906 students.

1.2.3Charge and average tuition revenue

We charge our students fees comprising tuition (including tutoring fees) and boarding fees at Shijiazhuang
Institute of Technology. Among them, the fee range under non-vocational education segment approximates
to that for the year ended 31 December 2022, whereas the tutoring fee ranges for the junior college
courses and secondary college courses at Shijiazhuang Institute of Technology under vocational education
segment have changed, as stated in the following table:

2023-2024 2022-2023
Type of course school year school year

Vocational education

Junior college courses RMB9,000 to RMB8,800 to
RMB17,000 per RMB17,000 per

school year school year

Secondary college courses RMB9,360 per RMB9,360 per
school year school year

8 CHINA 21ST CENTURY EDUCATION GROUP LIMITED



IV. MANAGEMENT DISCUSSION AND ANALYSIS

For the year ended
31 December

Average Revenue® 2023 2022 Changes  Percentage of
RMB RMB RMB changes
Vocational education 9,151 8,398 753 9.0%
Including: Junior college 9,420 8,658 762 8.8%
Secondary college 7,151 6,861 290 4.2%
Non-vocational education
Including: Ordinary high school 17,125 9,119 8,006 87.8%
Kindergartens 19,148 18,378 770 4.2%
Note:
o The average revenue earned from each full-time student is calculated based on the revenue generated from tuition fees for

a whole fiscal year and the number of students enrolled as at the end of the same year.

1.2.4Employment rate

Shijiazhuang Institute of Technology has built a modern vocational education system, which adopts
the “TOP” talent training model (TOP means “Technique-Occupation-Personality”), to continuously
cultivate and deliver application-oriented talents for the society. Benefiting from the outstanding
professional knowledge, practical operational skills and professionalism of our graduates, Shijiazhuang
Institute of Technology has maintained a relatively high level of employment. For the year ended 31
December 2023, Shijiazhuang Institute of Technology, its teachers and students have won 188 ministerial,
provincial and municipal awards, including various awards such as BRICs Countries Skill Development
and Technical Innovation of the Belt and Road Countries (—#s— &4 M 5% F A 3 R ER R iy &1l 37
AE), 2023 National College Digital Art and Design Competition (20234 & B SR FEM RTA
&), the 2nd Art Achievement Exhibition of “Soul of National Art — Building the Chinese Dream and
Exhibiting Chinese Soul” ( [BEzRe AR E - BREAED | £ - FEMAREREE), 2023 National
College Students Business Data Analysis Skills Competition (20234 2 Bl KX 24 & BB D T B LA ),
the 9th “ZHONG ZHUANG CUP” National College Students Environmental Design Competition (551
B [FRER] 2R ABAIRIBERFIAE), National College Students Live E-commerce Skills Competition
(FEREBLEEBEEREEAEAE) and “Xuechuang Cup” National College Students Entrepreneurship
Comprehensive Simulation Competition ( [ 2811 | 2B K24 AIELESREAE).

The employment rate of graduates for the 2022-2023 school year was approximately 97.9%:

eR L 31 December Percentage of
Employment rate® 2023 2022 Changes changes

Vocational education 97.9% 97.1% 0.8% 0.8%

Note:

@ The employment rate refers to the proportion of employed students to the total number of junior college graduates for the

corresponding school year.

Annual Report 2023 9
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IV. MANAGEMENT DISCUSSION AND ANALYSIS

1.2.50ur teachers

eR Ll 31 December Percentage of
Teachers 2023 2022 Changes changes

Full-time teachers

Vocational education? 436 388 48 12.4%
Non-vocational education 394 384 10 2.6%
Subtotal (full-time teachers) 830 772 58 7.5%
Part-time teachers
Vocational education® 190 161 29 18.0%
Non-vocational education 401 433 (32) (7.4%)
Subtotal (part-time teachers) 591 594 (3) (0.5%)
Total 1,421 1,366 55) 4.0%
Note:
@ Increase the number of full-time and part-time teachers in vocational education and their class schedules to meet the needs

of the increasing number of students.

The quality of education we provide is strongly tied to the quality of our teachers. We prioritize the
recruitment of outstanding teachers and strive to maintain the stability of our teachers. As at 31 December
2023, the percentage of our teachers with a bachelor’s degree or above was 91.6%; and the percentage
of teachers who had worked with us for more than two years was 76.3%.

1.3 Movements of Business Operations during the Reporting Period

1.3.1Vocational education segment
1.3.1.1 The new campus of Shijiazhuang Institute of Technology has been put into operation

The Company continued to promote the construction work of the new campus of Shijiazhuang
Institute of Technology, and has commenced the construction of Phase | and Phase Il and obtained
the project planning permit for Phase lll. In September 2023, the teaching building, dormitory
building and canteen in Phase | were put into use, and the two dormitory buildings in Phase Il
were put into use. The first batch of students admitted to the new campus was over 8,200. The
total number of new students served at the dual campuses of Shijiazhuang Institute of Technology
was 10,902, which brought further revenue growth to the Group.

CHINA 21ST CENTURY EDUCATION GROUP LIMITED



IV. MANAGEMENT DISCUSSION AND ANALYSIS

1.3.1.2 Industry-education integration towards a new model of industry-education symbiosis

On the basis that the Group’s vocational education segment has formed a development pattern
of industry-education integration, Shijiazhuang Institute of Technology has started to explore
the version 5.0 of industry-education integration, namely “industry-education symbiosis”. With
serving the development of local regional economy and industry as the fundamental, the industry
and education jointly cultivate talents, and participate in industry-end business together, so as to
realize the industry-education symbiosis. Under the background of shortage of skilled talents and
transformation of industrial structure in the PRC, we should draw on international experience, carry
out classification and management of vocational education, strengthen the connection between
vocational education qualifications and courses, innovate the training and evaluation mode for
vocational education talents, and strive to build a vocational education system with Chinese
characteristics in the new era.

o School-enterprise Cooperation

As at 31 December 2023, 28 professional programs in Shijiazhuang Institute of Technology
have worked with 17 enterprises to jointly offer featured majors. 61 tailor-made classes
were established. There were 16 apprenticeship pilot programs, having a total of 13 key
professional group training bases, 61 on-campus experimental training centers and 247 off-
campus training bases. In March 2023, we signed a strategic agreement with JD.COM on
jointly building the “Shijiazhuang Institute of Technology ¢ JD.COM E-commerce Industry-
education Integration Demonstration Base”. In May 2023, we and Tencent Cloud Computing
(Beijing) Company Limited (BEFEFTEJLFR)BRAF]) jointly established Tencent Cloud
Artificial Intelligence Industry College (= A T gEE % ZFt). Both parties have integrated
high-quality resources to bring talent support resources for the rapid development of cloud
computing, big data and other cutting-edge information industries.

As at 31 December 2023, Shijiazhuang Institute of Technology has set up a total of 13 industrial
colleges related to emerging industries such as intelligent manufacturing, Internet+ and
digital economy. Based on the new engineering discipline, we are committed to the industry-
education integration, the integration of theory and practice, the integration of technology
and culture, and the integration of modern information technology and teaching. We have
maintained various forms of industry-education-research cooperation with more than 700
famous enterprises such as Huawei Technologies Co., Ltd. (¥ A#fliA R A 7)), Haier Group
Corporation (G E A F]), Great Wall Motor Company Limited (R AERMDBIR AT,
Sany Heavy Industry Co., Ltd. (=—ELR{H B A R]), CSPC Holdings Company Limited (F
AR EE AR AR and S.F. Holding Co., Ltd. (B2 2% {5 B R 2 7]), among which more
than 60 well-known enterprises are among the world’s top 500 enterprises. We collaborate
with these enterprises to cultivate nearly 1,000 graduates each year through tailor-made
classes and other forms, helping them achieve high-quality employment.

Annual Report 2023 ‘I ‘I



IV. MANAGEMENT DISCUSSION AND ANALYSIS

o Government-school Cooperation

Relying on high-quality resources, Shijiazhuang Institute of Technology served the regional
construction, conducted a total of 13,739 social trainings on government vocational education,
and delivered nearly 1,000 talents to various enterprises in Luquan District, Shijiazhuang City.
In October 2023, we, together with the Economic Research Institute of Hebei Academy of
Social Sciences (AiLE L ERIET LM FLAT) and the Beijing-Tianjin-Hebei Cooperative
Development (Xiong'an) Research Center of Hebei Academy of Social Sciences (Aldb &t &%l
BT FUE E 17 R 2R (M 2B 75 R ), went to Luquan District to carry out a special research.
Through the operation of the industrial college, a total of 7 enterprises have been introduced
to Luquan District, Shijiazhuang City in the past two years. It has innovative talent training
model to meet the talent needs for enterprises, and established an expert think tank and set
up two research institutes to provide intellectual support for enterprise talent training and skills
and technology transformation, which have enhanced the social influence of the institute.

o Cooperation between industry and school

Since Shijiazhuang Institute of Technology has been successfully approved as a “Double-
High" construction college* ( [# & ] &) of the “Implementation Plan for Improving
the Training Quality of Hebei Province Vocational Education (2020-2023)* (At & BB
IREEE1TE)ETE (2020-2023))", it has been actively promoting the implementation plan
for improving the training quality, and assumed 25 tasks in the plan. With the construction
of “Double-High (#%)" as its guide, and the “Five-One (F{El—)" and the “Three-One (=
fEl—)" construction projects as its starting point, it has carried out the establishment of 16
apprenticeship pilot programs. As at 31 December 2023, we have completed the collection
of “Double-High (#7&)" materials, waiting for the government’s acceptance.

In 2023, Shijiazhuang Institute of Technology joined Chinese Chemical and Pharmaceutical
Education Association (2 B{t T 2 %485 22 5 £ ), the Smart Medical Specialized Committee
of Hebei E-government Society (A3t & B FE 2 & B EBEE X Z 8 ®) and other enterprises
or industry associations, making it a governing unit of the National Accounting Industry-
education Integration Community (Bl &5 1TEEH RS £ FE), and also joined Hebei Home
Economics Vocational Education Group (Alib& KB B %£E), becoming one of the
governing units. It was elected as the first governing unit of “Psychological Crisis Intervention
Professional Committee of Hebei Psychological Association (At & IR E & IR B TTEH
¥Z B®)”, and was awarded the first batch of shortlisted construction units for “Project on
Mutual Recognition of National Vocational Standards in Chad (‘E/SEIREBEZREHET R
T8 H)". By continuously meeting the needs of the industry, it provides more internship and
employment opportunities for students. We worked with enterprises and industry associations
to design and offer professional courses that are closely related to industry needs, aiming to
ensure that the curriculum is in line with industry practice, and cultivate professionals who
meet industry needs. In May 2023, Shijiazhuang Institute of Technology became a Governing
Unit of the Community of Science-education Integration in Modern Vocational Education (3%
RERZEZ A Bl g bE L R 4832 F 8(7), and successfully held the Summit Seminar on “Industry-
education Integration, Science-education Integration, and Building a Community of Destiny
between Schools and Enterprises ( [ EHELS « BIGEE - RERCMERXRE] SEMH
&)"”. The Think Tank Research Base of Hebei Association for Science and Technology (A4t
H R B 7R £ ) was stationed in Shijiazhuang Institute of Technology. The two parties
jointly carried out scientific research and technological development, facilitated the transfer of
knowledge and technology, promoted innovation and industrial development, and provided
more than 20 technological services for enterprises in various industries.

1 2 CHINA 21ST CENTURY EDUCATION GROUP LIMITED



IV. MANAGEMENT DISCUSSION AND ANALYSIS

1.3.2Non-vocational education segment
1.3.2.1 High school education segment business focuses on building prestigious school brands

The Group is committed to providing education services at multiple academic levels and building
prestigious school brands in the province, and carrying out the business of full-time high school
education segment through Shijiazhuang Yuying Experimental High School* (ARt & HE B - &),
As at 31 December 2023, we provided high school educational service to a total of 2,549 students.
Shijiazhuang Yuying Experimental High School* (AR A RERFZ) takes the construction
of professional teachers team and efficient classroom as its crux, continuously upgrades the
management system and education and teaching mode, and comprehensively implements the
promotion of the dual objectives of the growth of teachers and the success of students. In 2023,
the enrollment rate of university was approximately 98%. The admission rate of art joint entrance
examination reached 94.7%, and the admission rate of provincial art, sports and dance joint
entrance examination reached 86.1%, both of which were higher than the average admission
rate in Hebei Province.

In the next three to five years, Shijiazhuang Yuying Experimental High School* (AXRH A K& i+
2) will focus on developing the theme of “Provincial Model High School (& R&E1ESH)" and
the construction of a distinctive school, and take “ensuring the development of students scale,
strengthening the development of content quality, building the development of brand characteristics,
and coordinating the development of whole resources” as its main line of development. It will
strengthen the construction of teaching staff, upgrade the teaching mode, promote curriculum
innovation, improve the quality of teaching, attach importance to moral education construction,
broaden diversified channels for admission to higher education, and offer characteristic courses,
aiming to build a characteristic high school with a history and a focus on advancement in studies
as its foundation.

1.3.2.2 New Gaokao* (#7/5Z) Business creates a new educational technology ecosystem

Adhering to the principle of “comprehensively enhancing students’ interest in subjects and verifying
their value in competitions”, the Group has created a new online and offline educational technology
ecosystem.

New Gaokao* (¥ %) segment takes strong foundation as its main line to create a new online
and offline educational technology ecosystem. New Gaokao* (¥ 3%) Business focuses its services
on the Gaokao entrance examination channel, and is committed to the targeted and stratified
cultivation of gifted students. It has formed business systems such as comprehensive evaluation
services for strong foundation of prestigious schools, and academic planning for New Gaokao*
(¥T=%). We have accumulatively 10,000 gifted students from nearly 1,000 high schools across
the PRC, among whom 6,600 students entered “double first-class” universities such as Tsinghua
University and Peking University. As at 31 December 2023, New Gaokao* (¥7/=3%) Business has
served 119 high schools/projects, and has reached cooperation with more than 100 schools in
more than 20 provinces across the PRC, providing planning and tutoring to nearly 8,000 students
across the PRC. In addition, the number of students we served in 2023 who won the first prize
over the provincial level amounted to 861.
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1.4

1.5

1.3.2.3 Strong market competitiveness in Kindergartens business

Leveraging on a good local reputation and brand image, Saintach Kindergartens maintained strong
competitiveness. In a market environment with an overall decrease in the number of school-age
children, Saintach Kindergartens achieved a relatively high enrolment rate, which was higher than
that of kindergartens in the region by 5 to 15 percentage points, and the number of students enrolled
in Saintach Kindergartens for the year of 2023 was 1,619, which is the first choice of customers in
the community. Saintach Kindergartens continued to deliver quality services, contributing revenue
and profit to the Group. In terms of product development, Saintach Kindergartens enriched their
teaching products and continued to provide extended teaching services for young children to
improve the richness of services.

Our Technological Empowerment

We persist in promoting digital construction, and building software platforms such as Digital Management
Billboards (Bt =1L &% E1R), C-end Charging Center (Cimii & &) and “Sousou Smart School (&)
We developed digital platforms in multiple perspectives and scenarios, including internal operation and
management as well as external cooperation, to enhance the overall management levels of the school campus
and the Group's overall operational efficiency through technological empowerment. As an integrated platform
for employment, entrepreneurship, management and services, “Tianze Talent Platform (KEEAA F&)" is able
to make overall plans and carry out employment and entrepreneurship education focusing on positions in
industries where there is a shortage of high skilled talents (such as manufacturing and the internet), aiming
to promote the transformation and upgrading of the talent training models. At present, there are over 1,000
registered enterprises on our platform, offering over 20,000 employment opportunities for graduates, opening
up the talent supply and demand channels for students’ employment with enterprises.

Our Honors

On 4 January 2023, the Company was awarded the “2022 Royal Flush Enterprise Annual Award — Investment
Pioneer Award (EIfENE{R3572022F E 158 — 15 BF5L8%48)". The award is based on the comprehensive
evaluation of the listed company’s multi-dimensional data such as account attention, article data, individual
stocks and topic popularity, daily operation, and research and investment activities on the Royal Flush
platform, which is a full affirmation from the general investors and all parties involved in the capital market
for the Company’s serious fulfillment of its duties, standardized operation and emphasis on investor relations
management.

On 27 May 2023, the Company won the “2023 (Industry) Most Valuable Brand for Investment (20234 & (
1TE)REREBEME)" award at the 2023 (Seventh) China Brand Boao Summit jointly organized by China
Enterprise Network and The Enterprise Observer. The Company was recognized for its leading industry influence
in the field of vocational education as well as its high-quality brand development.

On 6 December 2023, the Company was awarded the “Golden Hong Kong Stock — Most Valuable Social
Service Company Award (£/8 8 - REEELZRBE AT )" by Zhitong Caijing, and its long-term value and
social service capability were recognized by the market and professional institutions.
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On 21 December 2023, the Company was awarded the “Jinge Award — Brand Value Award of the Year (£1&
- FEMEEEZ)" by Gelonghui (1&[£[E). The Company has given full play to its long-term advantages
amidst the changing times, and kept pace with the times, aiming to further consolidate its brand image of new
vocational education. Under the guidance of national policies and driven by the education-oriented concept,
the Company has accelerated its transformation and upgrading around the main line of new vocational
education, and has always strived to become a leading comprehensive service provider of new vocational
education, which resulted in a continuous improvement in its educational brand image.

On 21 December 2023, Shijiazhuang Institute of Technology was awarded the 2023 Hebei Province Vocational
Education School-enterprise Cooperation Demonstration Project “Top 50" (2023FE At A BEHBER LA
YER&IEE [A+E] ). Taking the declared project of industry-education integration and school-enterprise
cooperation mode as a case, it aims to solve the problem of disconnection between “learning, teaching and
doing” in teaching, cultivate students’ innovative ability and craftsmanship, promote the design from virtual
to real, and practice the educational concept of “educating people in three aspects (=2 & A)". The school-
enterprise cooperation model of Shijiazhuang Institute of Technology was recognized.

Stakeholder Communication

Since our listing, we have always attached great importance to investor relations management, adhered to
the core values of “Honesty (&), Responsibility (#&&), Cooperation (& 1E) and Innovation (81%7)”, listened
attentively to the opinions from various parties, disclosed the latest development of the Company in a timely
and accurate manner, and demonstrated a transparent and efficient corporate governance. We proactively
communicate and meet with stakeholders, analysts and fund managers online and offline through multiple
channels, platforms and methods to strengthen our connection with the capital market and investors.

Through channels such as the Company’s official website, new media platforms, telephone, facsimile and
e-mail, we utilise the website of the Stock Exchange and other network infrastructure platforms to share
contents such as the Company’s dynamics, policy foresight, industry insights on a regular basis by holding
Shareholders’ general meetings, investor presentations, online and offline roadshows, analysts’ meetings,
reception of visitors and seminars, etc., with the aim at maintaining good interaction with the capital market
to create conditions for continuously enhancing stakeholders’ understanding, recognition and trust of the
Company’s investment value.
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MARKET REVIEW AND NEW REGULATIONS

On 5 March 2023, the government work report at the First Session of the 14th National People’s Congress highlighted
and enhanced the expected development goals related to the promotion of fairness and quality enhancement in
education, including: (1) to reduce the burden on students in the stage of compulsory education; (2) to insist that
compulsory education shall be implemented by the State, and to guide and regulate the development of private
education; (3) to enhance the adaptability of vocational education, and to continue to improve the conditions for
running vocational institutions; (4) to continue increase their efforts to prioritize admissions for the central and
western regions as well as rural areas in terms of colleges enrollment; and (5) to promote quality and balanced
development of compulsory education and urban-rural integration, vigorously develop vocational education, promote
innovation in higher education.

On 13 March 2023, Hebei Education Department, Hebei Provincial Department of Human Resources and Social
Security and Hebei Provincial Development and Reform Commission jointly issued the Notice on Further Improving
the Work of Vocational Schools’ Through-Training Mode ( (B — S &M EERERFEEN TIENBI) ).
The notice proposes to deepen the supply-side reform of vocational education in Hebei Province, and promote the
healthy development of through-training modes such as “342", “3+4", “5-year consistent system (5 —& )"
and “2+2+2". It is required that the specialties involved in through-training between secondary vocational schools
and joint-run colleges must be highly compatible with the needs of economic, social and industrial development,
and must be closely aligned with the needs of strategic emerging industries and key development industries in
Hebei Province, or must be the specialties in the fields of urgent need for industrial development and shortage of
people’s livelihood. The specialties of arts are limited to those in the direction of production of cultural or handicraft
products, and performance of traditional ethnic arts.

On 12 April 2023, the Ministry of Education and the Ministry of Finance issued the “Notice on Issuing the Budget
for Funding the Quality Improvement Plan of Modern Vocational Education in 2023 ( (B T&E2023F R A BEHF
LERFAENESTEERBA) ). The notice requires local finance departments to attach great importance to the
work of financial investment in vocational education, optimize the structure of education expenditure, implement
the requirement of tilting new education funds to vocational education, improve the system of raising funds for
vocational education through multiple channels, and raise more funds for the development of vocational education.
The funds for the improvement plan focus on supporting localities to implement the per-student appropriation
system for vocational schools, exploring the establishment of a differentiated per-student appropriation system based
on major categories of specialties, gradually raising the level of per-student funding, and improving the conditions
for running vocational schools. The notice also requires to promote vocational schools’ quality enhancement and
excellence, industry-education integration, and school-enterprise cooperation.

On 18 April 2023, the General Office of the Ministry of Education issued the “Notice on Carrying Out the
Establishment of Municipal Industry-Education Consortium ( B RE I EZE S EBEZRAEE) ), which
requires that the resources for industry and education shall be relatively centralised, and that the total output value
of the industrial parks that the consortium relies on shall be at the forefront of the province. Leading enterprises
have been deeply involved in all aspects of vocational schools’ professional planning, talent cultivation standards,
development of teaching curriculum, and construction of teaching staff teams, and have achieved practical results.
The consortium provides consulting and service to enterprises in the park, solves actual production problems of
enterprises, formulates training plans, and coordinates training resources and needs. About 50 consortiums would
be established by the end of 2023, about 50 more consortiums will be established by the end of 2024, and a total
of about 150 consortiums will be established by 2025.
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On 13 June 2023, the National Development and Reform Commission and other departments issued the
“Implementation Plan for the Enhancement of Empowerment Initiatives for Industry-education Integration in
Vocational Education (2023-2025) ( (B EH B EHRL S AR 1TBIE )7 22(2023-20254F)) )", with the aim of
integrating and promoting the coordinated development of education and industry, innovating and building platforms
and carriers for industry-education integration, successively advancing the pilot projects for the construction of
industry-education integration, and perfecting and implementing the combined incentives and empowerment policy
system, so as to further lead industry-education integration to make deepen reforms. The plan points out that by
2025, there will be about 50 pilot cities for industry-education integration in the PRC. With giving full play to the
breakthrough and leading role of pilot cities, more than 10,000 enterprises for industry-education integration will
be established and cultivated nationwide. A development pattern of integrated integration and benign interaction
between education and industry will be gradually formed after improving and perfecting the system of enterprises
for industry-education integration and the combined incentive policy system, a steady increase in investment in
vocational education from various funding channels, and better integrating industrial needs into the entire cultivation
process of talent development. The plan also proposes five key tasks and 19 policy measures, including: lay a solid
foundation for the development of vocational colleges; construct practical training bases for industry-education
integration, and increase the support for practical training bases; deepen school-enterprise cooperation for industry-
education integration, enrich the form of running schools, and optimize the cooperation model; and improve the
combination of incentives and support measures.

On 14 July 2023, the General Office of the Ministry of Education issued the Notice on Accelerating the Reform
of the Construction of Modern Vocational Education System ( (EERINRHEER B ER TR AERNESHT
TEHIEAN) ), which puts forward the key tasks and promotion mechanism for accelerating the construction of a
new mechanism for the high-quality development of vocational education that involves interaction between the
central government and the local government, regional linkage, and collaboration between government, industry,
enterprises, and schools, so as to promote the reform of the construction of modern vocational education system
in an orderly and effective manner.

On 26 July 2023, the Ministry of Education, the National Development and Reform Commission and the Ministry of
Finance jointly issued the Opinions on Implementing the Action Plan for the Expansion and Improvement of Basic
Education in the New Era ( (BN B RERABBERETHFEMWER) ), which propose to implement
the action of connotation construction in ordinary high schools to promote the development of high-quality
characteristics; expand high-quality high school education resources, deeply tap the potential on school building
resources of high-quality ordinary high schools, increase the supply of degrees, and optimize enrollment plan
arrangement in combination with actual conditions to orderly expand the enrollment scale of high-quality ordinary
high schools; adapt to the requirements of promoting the coordinated development of vocational and general
education according to local conditions to build, reconstruct and expand a number of high-quality ordinary high
schools; and promote the diversified development of ordinary high schools, build a number of ordinary high schools
with special features in science and technology, humanities, foreign languages, sports and art, and actively develop
comprehensive high schools.
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3. FUTURE PROSPECTS

As a comprehensive private education service provider, we have been adhering to the development vision of “creating
equality by education”. With a focus on integrating quality education resources, we aim to lay out a diversified
education industry pattern, expand from vocational education services to industry-education integration services,
and become a full-cycle professional talent service provider covering from “Education” to “Employment” through
the upgrading of the core growth model of vocational education, and at the same time, to provide our customers
with more friendly and convenient education services to promote a balanced social development and to provide
education service wholeheartedly.

We have been actively responding to national policies to establish a diversified education industry pattern with
the development of new vocational education as our main line, and adhere to the duel-wheel mode of “internal
construction + external mergers and acquisitions” for driving the business development of the Group:

1. Continuously focus on internal construction. We will adhere to high-quality connotative development, expand the
scale of running schools, improve the conditions and quality of running colleges and universities, and promote
the construction of characteristic colleges and universities. We will also expand the new development pattern
of industry-education integration through the internal construction layout of school-enterprise cooperation and
government-enterprise cooperation. We will explore the layout and expansion of scientific and technological
fields such as Al+ education and digital information platforms. At the same time, centering on the development
of local industries, we aim to realize the synergy and complementarity between vocational education and
regional economy, and serve the regional economic and social development.

2. Actively expand external mergers and acquisitions. We will continue to focus on and expand investment and
merger and acquisition opportunities in the fields of vocational education and industry-education integration
in order to obtain better development space and quality in the field of vocational education. In addition, we
will continue to extend our service boundaries, explore the schools-running model of integrating vocational
education with general education, and build diversified channels and systems for further education based on the
existing experience and achievements in running schools, so as to deeply integrate and develop synergistically
with the existing businesses of the Group.

In the future, while consolidating our business development, we will intensify our brand building efforts to establish
a unique and influential education brand with school-running characteristics, and continue to expand the scale
of operating schools, enhance the ability of sustainable development, with aiming to create higher value for our
Shareholders and the society.

4. FINANCIAL REVIEW

4.1 Revenue

We derive revenue primarily from tuition (including tutoring fees) of schools from our students, boarding fees
and service income for provision of college operation services to the west campus of Sifang College.

Revenue increased by approximately 34.7% from approximately RMB311.9 million for the year ended 31
December 2022 to approximately RMB420.0 million for the year ended 31 December 2023 mainly due to
the increase in revenue of approximately RMB46.7 million as a result of the increase in student enrollment
of Shijiazhuang Institute of Technology and an increase in revenue of approximately RMB40.1 million from
ordinary high school business.

1 8 CHINA 21ST CENTURY EDUCATION GROUP LIMITED



4.2

4.3

4.4

4.5

4.6
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Cost of Sales

Cost of sales primarily consisted of staff costs, rental fees, depreciation and amortization and utilities.

Cost of sales increased by approximately 54.1% from approximately RMB165.5 million for the year ended 31
December 2022 to approximately RMB255.1 million for the year ended 31 December 2023, mainly due to an
increase in costs of approximately RMB40.1 million as a result of the dual-campus operation of Shijiazhuang
Institute of Technology, as well as an increase in costs for ordinary high school business of RMB39.6 million.

Gross Profit and Gross Profit Margin

The amount of gross profit increased by approximately 12.7% from RMB146.4 million for the year ended
31 December 2022 to RMB165.0 million for the year ended 31 December 2023, and the gross profit margin
decreased from approximately 46.9% for the year ended 31 December 2022 to approximately 39.3% for the
year ended 31 December 2023, mainly due to the increase in gross profit as a result of from the significant
increase in the revenue of Shijiazhuang Institute of Technology, and the decrease in gross profit margin as
a result of the increase in costs due to the commencement of operation of the new campus of Shijiazhuang
Institute of Technology.

Other Income and Gains

Other income and gains consisted of (1) investment income; and (2) interest income received from bank and
other loans. Other income and gains increased by approximately 24.6% from approximately RMB35.2 million
for the year ended 31 December 2022 to approximately RMB43.9 million for the year ended 31 December
2023, mainly due to the relocation subsidy received by Shijiazhuang Yuying Experimental High School* (&
XA RERTE).

Selling and Distribution Expenses

Selling and distribution expenses primarily consisted of salaries and other benefits for recruitment and advertising
staff, advertising expenses and student recruitment expenses.

Selling and distribution expenses increased by approximately 63.8% from approximately RMB16.0 million for
the year ended 31 December 2022 to approximately RMB26.2 million for the year ended 31 December 2023,
which was mainly due to the increase in enrollment expenses as a result of the increase in the number of
students at Shijiazhuang Institute of Technology and Shijiazhuang Yuying Experimental High School* (A%
HERBERTE).

Administrative Expenses
Administrative expenses consisted of salaries and other benefits for general administrative staff and office

related expenses.

Administrative expenses increased by approximately 16.9% from approximately RMB70.8 million for the year
ended 31 December 2022 to approximately RMB82.7 million for the year ended 31 December 2023, mainly
due to the increase in remuneration and number of administrative and management personnel.
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4.7

4.8

4.9

Other Expenses

Other expenses for the year ended 31 December 2023 mainly consisted of the impairment of goodwill arising
from the acquisition of Xin Tian Di Xian amounted to RMB8.6 million, which was due to the significant decline
in Xin Tian Di Xian's operating results for the year ended 31 December 2023 as a result of shrinking demand.

Other expenses decreased by approximately 43.4% to approximately RMB18.0 million for the year ended 31
December 2023 from approximately RMB31.8 million for the year ended 31 December 2022, mainly due to
a decrease in exchange loss of approximately RMB14.3 million on RMB deposits denominated in Hong Kong
dollars.

Finance Costs

Finance costs mainly represented interest on loans borrowed from financial institutions, financial advisory
service charges and interest on lease liabilities.

Finance costs increased by approximately 20.0% from approximately RMB35.6 million for the year ended 31
December 2022 to approximately RMB42.7 million for the year ended 31 December 2023, mainly due to
the increase in the amounts of loans from financial institutions for the construction of the new campus of
Shijiazhuang Institute of Technology.

Taxation

Income tax decreased to tax credit of RMBO0.7 million for the year ended 31 December 2023 from tax expense
of RMBO.7 million for the year ended 31 December 2022, mainly due to the decrease in deferred tax liabilities
as a result of the amortisation of valuation increment on intangible assets.

4.10Profit for the Year

Due to the above factors, the Company’s profit for the year increased from approximately RMB26.7 million for
the year ended 31 December 2022 to approximately RMB39.8 million for the year ended 31 December 2023.

4.11Net Liquidity and Capital and Funds and Borrowing Sources

As at 31 December 2023, net current liabilities of the Company were approximately RMB315.2 million, which
mainly consisted of other payables and accruals, contract liabilities and interest-bearing bank and other
borrowings.

As at 31 December 2023, current assets increased from approximately RMB503.3 million as at 31 December
2022 to approximately RMB674.3 million. The increase in current assets was mainly due to the increase in
cash and bank balances, and the increase in contract costs and trade receivables.

As at 31 December 2023, current liabilities increased from approximately RMB559.6 million as at 31 December
2022 to approximately RMB989.6 million. The increase in current liabilities was mainly due to the increase in
other payables and accruals, contract liabilities and short-term interest-bearing bank and borrowings.
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The net current liabilities generated was primarily attributable to the capital outlay for acquiring certain
education-related operating assets during the year ended 31 December 2023 and the reclassification of
certain bank loans with specific drawdown requirements amounted to approximately RMB282.5 million as at
31 December 2023 to current liabilities. In view of the net current liabilities position, the Group has carefully
considered the future operating performance, the availability of sources of financing and the future cash flows
to improve the net current liabilities position through foreseeable measures such as (1) the increase in the
number of students intake; (2) the cash flows from operations; (3) the additional financial resources available
to the Group including the available banking facilities and the successful refinancing of certain existing bank
and other borrowings upon maturity; and (4) the positive operating results.

As at 31 December 2023, current ratio of the Company (current assets divided by current liabilities) was 68.1%,
as compared with 89.9% as at 31 December 2022. The decline in current ratio was mainly due to the increase
in short-term interest-bearing bank and other borrowings, resulting in an increase in total current liabilities.

In order to manage the liquidity risk, the Company monitored and maintained a sufficient level of cash and
cash equivalents, which is deemed adequate by the management, as the working capital of the Company,
and to eliminate the impact of cash flow fluctuations. The Company expects that it can meet the cash flow
requirement in the future with internal cash flow generated by operations and bank borrowings. The Company
did not adopt other financial instruments for the year ended 31 December 2023.

The Group's interest-bearing bank and other borrowings mainly comprise short-term working capital to
supplement working capital and finance the Group’s expenditure and long-term project loans for the Group's
construction of school buildings and facilities. As at 31 December 2023, interest-bearing bank and other
borrowings amounted to approximately RMB875.7 million, with repayment terms within one to seventh
years or on demand. All are denominated in RMB, USD and HKD that bear interest at fixed rates. As at 31
December 2023, the Group’s interest-bearing bank and other borrowings bore interest at an effective interest
rate ranging from 2.50% to 10.44% per annum.

4.12Gearing Ratio

As at 31 December 2023, the gearing ratio (calculated by total liabilities divided by total assets) was
approximately 66.4%, representing an increase of 3.5 percentage points from approximately 62.9% as at 31
December 2022, which was mainly due to the increase in total interest-bearing bank loans.

4.13Significant Investments Held
As at 31 December 2023, the Group did not hold any significant investments.

4.14Material Acquisitions and Disposals

On 20 June 2023, Zerui Education entered into the pre-sale contracts with Shijiazhuang Xinlian Hongtai
Real Estate Development Co., Ltd.* (AXREFEIRFEMEFIZE AR A7) for the acquisition of a total of
58 office units of Anlian Tianrun Building located at Qiaoxi District, Shijiazhuang, Hebei Province, the PRC at
the aggregate consideration of approximately RMB29,516,400. The properties are expected to be delivered
before 31 May 2024, at which time the Group’s management employees in Shijiazhuang, Hebei Province,
the PRC will be relocated to the office units acquired. For further details, please refer to the announcement
of the Company dated 20 June 2023.

On 16 November 2023, Shijiazhuang Saintach, entered into the transfer agreement with Hebei Lumeng
Technology Co., Ltd.* (AL BRI B R A7) (“Hebei Lumeng”), pursuant to which 30% of the sponsor
interests in Shijiazhuang Yuying Experimental High School* (R & & & &+ £2) held by Shijiazhuang Saintach
was transferred to Hebei Lumeng or its nominee(s) for a total consideration of RMB18,000,000. The disposal
generated a gain of approximately RMB7,032,640 for Shijiazhuang Saintach. For further details, please refer
to the announcement of the Company dated 16 November 2023.
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4.15Contingent Liabilities

As at 31 December 2023, the Company did not have any material contingent liabilities, guarantees or any
material litigation or claims, pending or threatened against any member of the Company (31 December 2022:
nil).

4.16Future Plans for Material Investment or Capital Assets

As at 31 December 2023, the Group had contracted but not provided for capital commitments of RMB13.6
million (as at 31 December 2022: RMB116.5 million), while the Group did not have any authorised but not
contracted for capital commitments (as at 31 December 2022: nil).

Saved as disclosed in this annual report, the Directors confirmed that as at the date of this annual report, there
are no current plans to acquire any material investment or capital assets other than in the Group’s ordinary
business of provision of private education service.

4.17Foreign Exchange Risk

As at 31 December 2023, certain bank balances of certain subsidiaries were denominated in RMB, Hong Kong
dollars or US dollars which were different from the certain subsidiaries’ functional currencies. The Company
currently does not have any foreign exchange hedging policy. The management will continue to monitor the
foreign currency exchange risk of the Company and consider taking prudent measures in due course.

4.18Pledge of Asset

For the year ended 31 December 2023, the Group pledged bank deposits of RMB176.0 million (31 December
2022: RMB176.0 million) for obtaining two bank facilities, of which RMB110.0 million (31 December 2022:
RMB110.0 million) was unutilised as at 31 December 2023. Director’s life insurance policy, certain buildings
and land use rights of the Group have been pledged for the purpose of securing its interest-bearing bank
and other borrowings.

4.19Human Resources

As at 31 December 2023, the Group had approximately 1,332 employees (31 December 2022: 1,202 employees).
The remuneration policy and treatment of the Group’s employees are regularly reviewed in accordance with
industry practice and the performance of the Group. The Group provided external and internal training
programs to its employees. As required by relevant PRC laws and regulations, the Group participated in
various employee social security plans that are administered by local governments, including but not limited
to, housing, pension insurance, medical insurance and unemployment insurance.

4.20Events after the Reporting Period

On 17 April 2024, Shijiazhuang Zerui successfully bid for the land use rights of the land in Gaoyi County,
Shijiazhuang, Hebei Province, the PRC, for a consideration of RMB17.4 million. The Group will build sports
facilities of the new campus of Shijiazhuang Institute of Technology on the land, which is in line with the
Group's development strategy and further enlarges the teaching scale of the Group’s vocational education.
The new campus will be developed into a new vocational and technical college with landmark attributes and
industry-education integration features in the future. For further details, please refer to the announcement
of the Company dated 17 April 2024.
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V. DIRECTORS AND SENIOR MANAGEMENT

NON-EXECUTIVE DIRECTOR

Mr. Li Yasheng (£ &), aged 28, was re-designated as a non-executive Director and appointed as the chairman of the
Board and the chairman of the nomination committee on 30 June 2023. He is responsible for formulating the overall
development strategy of the Group, and for resources integration and guiding the Group’s development in the capital
market. Mr. Li joined the Group in 2017, and served as the investment director of the strategic investment department
from December 2017 to December 2019 and an assistant to the president of the Company from January 2020 to November
2020. From March 2021 to June 2023, he served as an executive Director of the Company.

Mr. Li graduated from New York University Leonard N. Stern School of Business with a bachelor’s degree in finance and
market management in 2017. He also graduated from the Cornell-Tsinghua Dual Degree Finance MBA program jointly
offered by PBC School of Finance, Tsinghua University and S.C. Johnson Graduate School of Management, Cornell
University, with an MBA degree in October 2022. Mr. Li is the son of Mr. Li Yunong (a controlling shareholder).

EXECUTIVE DIRECTORS

Ms. Liu Hongwei (21 )&), aged 41, was appointed as an executive Director in January 2017 and appointed as the chief
executive officer of the Company in January 2019, mainly responsible for the overall operation, development strategy
and daily management of the Group. Ms. Liu has more than 13 years of experience in the education industry and more
than 19 years of experience in corporate management.

From June 2004 to May 2010, Ms. Liu held various positions in different branch offices of Hebei 1+2 Real Estate Brokerage
Co., Ltd.* (/b MR EHELL 4 B R A 7)), including the manager of marketing department and the manager of operation
management department and the general manager. Ms. Liu joined the Group in May 2010 and has successively served
in Shijiazhuang Saintach as the manager of operation management department, the assistant to the general manager,
the deputy general manager and the general manager since then. From August 2013 to August 2017, Ms. Liu served
as the assistant to the president and the vice president of Lionful Education, successively. From January 2017 to January
2019, she served as the executive president of the Company. She is currently a member of The China Association for
Non-Government Education and a member of the Shijiazhuang Qiaoxi District CPPCC.

Ms. Liu graduated from Hebei University (A3t A22%) in Baoding City, Hebei Province, the PRC, majoring in law in July
2003, and obtained a master’s degree in business administration in January 2015.

Mr. Ren Caiyin (fE¥4R), aged 47, was appointed as an executive Director in January 2017, mainly responsible for
researching the marketing strategies of the Group. Mr. Ren has more than 19 years of experience in the education industry.

Mr. Ren joined the Group in October 2004 as a teacher of Shijiazhuang Institute of Technology and has served in several
positions successively, including the head of the teaching and research section, the dean of economics and management
college, the assistant to the dean, the executive vice dean and the executive dean since then. Mr. Ren served as a director
and the executive vice president of Lionful Education from June 2016 to August 2017. He has served as a director of
Hebei Saintach since September 2016. Mr. Ren served as an executive vice president and the president of vocational
education segment of the Company from January 2017 to October 2022.

Mr. Ren graduated from Northeast Forestry University ((RIE# 3£ KX 28) in Harbin City, Heilongjiang Province, the PRC, with
a bachelor’s degree in forestry in July 2001 and a master’s degree in ecology in June 2004. He is a doctoral candidate
in management at Hebei University of Technology (Aldt T2 KX£2). He obtained the qualification as a teacher in higher
education granted by the Education Department of Hebei Province (jIit& 245 &) in December 2007 and obtained the
title of professor granted by the Title Reform Leading Group Office of Hebei Province* (i 1b& BtTBIA F48E/ MAPR A E)
(the “"Hebei Title Reform Office”) in November 2023.
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Ms. Yang Li (# %), aged 52, was appointed as an executive Director in February 2017, mainly responsible for the research
on marketing strategies of the Group. Ms. Yang has more than 19 years of experience in the education industry and
more than 19 years of experience in accounting and financing.

Ms. Yang served as the deputy director of the financial department of Shijiazhuang Jingang Internal-combustion Engine
Parts Group Co., Ltd.* (ARFESRMAREZ LB BR A E]) from July 1993 to January 2001. Ms. Yang joined the
Group in January 2001 as an accountant in Lionful Education. She ceased to be an accountant in January 2004, and
served as the financial manager from January 2004 to January 2005 and successively as the investment manager and
the strategic planning manager in the strategy development department from January 2005 to August 2017. Ms. Yang
served as a director in Shijiazhuang Saintach from June 2013 to April 2015 and as a director in Hebei Saintach from July
2013 to December 2015. Ms. Yang served as a director in Lionful Education from July 2013 to October 2016.

Ms. Yang graduated from Shaanxi Institute of Mechanical Engineering* (B8 #2263, currently known as Xi'an University
of Technology* (FA% 32 T KX £2)) in Xi'an City, Shaanxi Province, the PRC, with a bachelor’s degree of engineering in July
1993, and Renmin University of China (B ARKXE) in Beijing, the PRC, with a master’s degree in economics in June
2009. She obtained the practicing qualification certificate of registered tax agent in September 2002 and the qualification
certificate of senior accountant in November 2015, both granted by the Hebei Title Reform Office. She was granted the
certified public accountant certificate by The Chinese Institute of Certified Public Accountants (FE =i &R L) in
December 2002.

INDEPENDENT NON-EXECUTIVE DIRECTORS

Mr. Guo Litian (283 H), aged 73, was appointed as an independent non-executive Director in January 2017 and is
responsible for providing independent opinion and judgment to the Board.

Prior to joining the Group, Mr. Guo successively served in Hebei University of Economics and Business (1t 48 & K £2) as
the dean of accounting college, the secretary of party committee and the dean of economics and management college,
and the director of disciplinary construction and degree management office from June 1998 to May 2008. Mr. Guo
served as a supervisor to postgraduate students in Hebei University of Economics and Business from May 2008 until he
retired in March 2016.

Mr. Guo graduated from Hebei College of Finance and Trade* (A/dt81E EF7) (currently known as Hebei University
of Economics and Business (AIdb48E KE) in Shijiazhuang City, Hebei Province, the PRC, with a bachelor’'s degree in
economics in July 1982. He obtained the title of professor (specialized in business administration) by the Hebei Title
Reform Office in August 1997 and was awarded as a Brilliant Accounting Worker in Hebei Province (Alit & @EH 25t T
YE%) by the Finance Department of Hebei Province* (71t B E(EE) in August 2005.

Mr. Yao Zhijun (B E), aged 53, was appointed as an independent non-executive Director in January 2017 and is
responsible for providing independent opinion and judgment to the Board.

Prior to joining the Group, he served as the head and the legal representative of Hebei Huayide Certified Public Accountants*
(R ER B AT =T A PR A 8)) from January 2004 to November 2005, the head of Beijing China Enterprise Appraisals
Juncheng Certified Public Accountants* (At R {EE @A F 74 FT) Hebei Branch from December 2005 to November
2008, and the head of Zhongxinghua Fuhua Certified Public Accountants* (FFEZEEFE S HAIEFT) Hebei Branch
from December 2008 to January 2012. From February 2012 to September 2021, he served as the general manager of
Ruihua Certified Public Accountants (Special General Partnership)* (322 5+E1 B 15 FT(RF 2k & B A &) Hebei Branch. Since
September 2021, he has been serving as the general manager of Zhongshenzhonghuan Certified Public Accountants
(Special General Partnership)* (FRERIRL A EEPTEHK L @A) Hebei Branch.

CHINA 21ST CENTURY EDUCATION GROUP LIMITED



V. DIRECTORS AND SENIOR MANAGEMENT

Mr. Yao graduated from Hebei College of Finance and Economics* ([ 1EEF4EE2ET) (currently known as Hebei University
of Economics and Business (A/db4& & K &) in Shijiazhuang City, Hebei Province, the PRC, with a bachelor’s degree in
accounting in June 1994. He was accredited as a certified public accountant by the Chinese Institute of Certified Public
Accountants (FF BRI &6 E) in June 1999 and as a senior accountant granted by the Hebei Title Reform Office
in November 2005. He obtained the qualification of certified public valuer approved by China Appraisal Society (&
ERHE#E) in April 2000. In July 2005, Mr. Yao was awarded as a Brilliant Certified Accountant in Hebei Province and
in March 2015, he was awarded as a senior fellow member by the Chinese Institute of Certified Public Accountants (1
Bl ETAliG ).

Mr. Wan Joseph Jason (FR E), aged 51, was appointed as an independent non-executive Director in March 2019 and
is responsible for providing independent opinion and judgment to the Board. Mr. Wan has over 25 years of experience
in investment banking, corporate finance and regulatory areas.

Prior to joining the Group, Mr. Wan worked with various reputable international financial institutions and the Listing
Division of the Hong Kong Exchanges and Clearing Limited. Mr. Wan is currently the deputy general manager and the
head of Investment Banking Department of Dongxing Securities (Hong Kong) Financial Holdings Limited (3R &% #(F %)
S EMERR AR A 7)) which is an affiliated member of China Orient Asset Management Corporation (FBIR A EEEE A
7)), and a responsible officer licensed under the Securities and Futures Ordinance under Chapter 571 of the Laws of Hong
Kong (the “SFO") to carry on Type 1 (dealing in securities) and Type 6 (advising on corporate finance) regulated activities.

Mr. Wan graduated from the University of Southern California in May 1994 with a double bachelor’s degree in economics
and finance.

SENIOR MANAGEMENT

Ms. Liu Tianhang (2| X #1), aged 44, was appointed as an executive vice president of the Company in November 2020,
primarily responsible for the investment, merger and acquisition and capital operation of the Group. Ms. Liu has over 19
years of experience in investment, merger and acquisition as well as market value management.

From 2013 to 2018, Ms. Liu was the managing director of ZZ Capital Management Company Limited (FEEREER
fR 2 7)) and the executive director and general manager for cultural media industry. Ms. Liu joined the Group in 2019
and served as the vice president of the Company from November 2019 to November 2020.

In 2002, Ms. Liu graduated from Northeast Normal University (R1tEH&EAE2) with a bachelor's degree of science in
geography. She obtained a master’s degree in law from Southwest University of Political Science and Law (FaFgBUE K
&) in 2005, and earned her professional qualification in law in March 2004.

Ms. Wang Lijing (EFI&F), aged 43, was appointed as the executive vice president of the Company in January 2017,
primarily responsible for the overall operation and daily management of high school and New Gaokao* (¥71= %) education
of the Group. Ms. Wang has over 20 years of experience in the education industry and corporate management.

Ms. Wang joined the Group in July 2003, and worked as an editor of education publicity department and human resources
manager of human resource department of Lionful Education from July 2003 to March 2005 and as the secretary of
Youth League Committee of Shijiazhuang Institute of Technology from March 2005 to May 2010. From May 2010 to
July 2011, Ms. Wang served as the principal of Shijiazhuang City Qiaoxi District Blue Crystal Saintach Kindergarten* (&
REMBARFTREE KGN TE). From July 2013 to July 2018, Ms. Wang served as a member of the second session
of the Preschool Education Committee of The Chinese Association for Non-government Education (1 Bl R #1# & & £ 5
HBEHEZEE). Since July 2011, Ms. Wang has successively served as the assistant to general manager, deputy general
manager and general manager of Hebei Saintach. Since December 2015, Ms. Wang has been serving as a director of Hebei
Saintach. From June 2016 to January 2017, she was appointed as the president of quality-oriented education section of
the Company. Since July 2018, Ms. Wang has been serving as the vice chairman of the third session of the Preschool
Education Committee of The Chinese Association for Non-government Education (FEIRNBEHEERMHUEEELZE
@) for a term of five years. Since October 2018, Ms. Wang has been serving as the chairman of the Practical Teaching
Committee of the Preschool Education and Occupational Education Group of Hebei Province (Al1t& ERTZ B B E & E).
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Ms. Wang graduated from Hebei University (A1 3L X £2) in Baoding City, Hebei Province, the PRC, with a bachelor’s degree
of art in Chinese literature (£7& 5 X&) in June 2003, and received a master's degree in business administration from
Yunnan Normal University in December 2020. She obtained the qualification as a teacher of higher education granted
by the Education Department of Hebei Province (FlitE#(E BE) in December 2005. In May 2018, Ms. Wang obtained
the preschool education certificate from American Montessori Society (AMS).

Mr. Wang Yongsheng (£ k%), aged 54, was appointed as an executive vice president and chief financial officer of
the Company in August 2022, primarily responsible for the financial management and fund planning of the Group. Mr.
Wang has over 30 years of experience in accounting and finance.

From August 1993 to July 2005, Mr. Wang served as an accountant of Shijiazhuang Chemical Fiber Co., Ltd.* (A3
L TAb@ AR 2 F]). From July 2005 to November 2007, Mr. Wang worked as the chief financial officer of Shijiazhuang
Yongtong Chemical Co., Ltd.* (A R ¥tk i8{t THBR A 7)) and as the investment and budget manager of Lionful Investment
Holding Co., Ltd. Tt &R EIZER AR A7) (“Lionful Investment Holding”) from November 2007 to March 2009.
Mr. Wang joined the Group in April 2009 and served as an assistant to president of Shijiazhuang Institute of Technology
from April 2009 to April 2011. He served as the assistant to general manager of Shijiazhuang Saintach from April 2011
to April 2014. From April 2014 to August 2017, Mr. Wang successively served as the deputy chief financial officer, chief
financial officer and vice president of Lionful Education. From August 2017 to August 2022, Mr. Wang served as the
vice president and chief financial officer of the Company.

Mr. Wang graduated from Zhengzhou Textile Institute of Technology* (2545 4% T 22B%) (currently known as Zhongyuan
University of Technology (R TZfz)) in Zhengzhou City, Henan Province, the PRC, with a junior college graduation
certificate in industrial accounting in July 1993 and graduated from Zhengzhou University (&8I &) in Zhengzhou City,
Henan Province, the PRC, with a bachelor’s degree in accounting in June 2012. He obtained the accountant certificate
granted by the Ministry of Finance in May 1997.

Mr. Wei Lei (B155), aged 43, was appointed as the vice president of the Company in February 2020, primarily responsible
for the human resources and administration routine management of the Group. Mr. Wei has over 18 years of experience
in corporate management and human resources management.

From 2005 to 2010, Mr. Wei successively served as the deputy chief and chief of the corporate management and human
resources section of Shijiazhuang Zhengyuan Chemical Co., Ltd.* (AKX ET{b TH R A F]). From July 2010 to November
2012, he successively served as the functional manager and general manager of human resources department of Lionful
Investment Holding. From December 2012 to April 2014, he served as an assistant to the president of Beijing Yi Jia Er
United Real Estate Holdings Co., Ltd.* (At RE MBS T ENEEK AR F]). From May 2014 to November 2016, he
served as the general manager of the human resources and administration department of Lionful Investment Holding.
From January 2017 to September 2018, he served as the vice general manager of Hebei Anlian Real Estate Development
Co., Ltd.* Gt LBt = i E FI 32 A R 2 7)) Ningbo Branch. Mr. Wei joined the Group in October 2018, and served as the
dean assistant of Shijiazhuang Institute of Technology and an assistant to the president of the Company from October
2018 to January 2020.

Mr. Wei graduated from Hebei University of Technology (13t T 3K £2) with a bachelor's degree in business administration
in 2005. He graduated from Hebei University (A/4bK2%) in 2015 with a master’s degree in business administration. In
2011, he obtained the title of senior human resources management professional.

Ms. Li Xingli (Z%&), aged 50, was appointed as a vice president of the Company in October 2023, and is also
the president of the college and supply chain segment. She is mainly responsible for the overall operation and daily
management of the vocational education of the Group, and the overall talent training, operation and management, quality
enhancement and excellence and internal construction of Shijiazhuang Institute of Technology. She is also responsible for
the business of industry-education integration. Ms. Li has more than 21 years of experience in corporate management
and financial management.
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From July 1995 to April 2010, Ms. Li has successively served as the accountant of the Financial Division of CSR Shijiazhuang
Rolling Stock Works (now known as CRRC Shijiazhuang Industrial Company Ltd.) and the deputy general manager of
Hebei Copper Casting Company Ltd. (A4t iR &R BR 22 71), a subsidiary of CSR Shijiazhuang Rolling Stock Works. From
April 2010 to October 2023, she has successively served as the finance director, the assistant to the dean, the vice dean,
the executive vice dean and the executive dean of Shijiazhuang Institute of Technology. From January 2023 to October
2023, she served as an assistant to the president of the Company.

Ms. Li graduated from Shijiazhuang University of Economics (now known as Hebei University of Geosciences) in June
1995 majoring in foreign economic management and obtained a master’s degree in tourism management from Guangxi
Normal University in June 2015. She is now a doctoral student at Xi'an Jiaotong University. Ms. Li was qualified as a
senior accountant by the Hebei Title Reform Office in December 2019 and obtained the title of professor granted by
the Hebei Title Reform Office in December 2022. Ms. Li was selected as a member of the Top Talents of Shijiazhuang
City in April 2022.

Mr. Yang Yang (#7¥), aged 40, was appointed as a joint company secretary of the Company in October 2021 and
appointed as an assistant to the president of the Company in January 2023, primarily responsible for the corporate
governance, compliance disclosure, investor relations and public relations management of the Group. Mr. Yang has over
18 years of experience in the board affairs management, corporate governance and information disclosure management,
capital operations and investor relations management of listed companies.

From 2007 to 2009, Mr. Yang served as the assistant to the chairman and investor relations officer of V1 Group Limited
(F—HRIAEBE B R A 7A]) (a company listed on the Stock Exchange (stock code: 00082), currently known as Crazy Sports
Group Limited (R E £E AR 2 A]). From 2010 to 2012, he served as the deputy director of the board office and
investor relations manager of HanKore Environment Tech Group Limited (ZRBRIZERIFEE B R A 7)) (a company listed
on Singapore Exchange (stock code: U9E.SG), currently known as the China Everbright Water Limited). From August
2012 to June 2015, he served as the head of the board office and investor relations manager of SPT Energy Group Inc.
(FEHEEREBER A A*) (a company listed on the Stock Exchange (stock code: 01251)). From June 2015 to June 2019,
he served as an investor relations director of PW Medtech Group Limited (ZZEFELE A F]) (a company listed on the
Stock Exchange (stock code: 01358)).

Mr. Yang graduated from University of Sunderland in the United Kingdom with a bachelor’s degree in business
administration in 2005. He obtained a master’'s degree in project management from University of Sunderland in the
United Kingdom in 2007.

Mr. Mao Lei (£%), aged 67, professor and supervisor of postgraduates, joined the Group in January 2019 and was
appointed as the principal of Shijiazhuang Institute of Technology, primarily responsible for the teaching management
of Shijiazhuang Institute of Technology. Mr. Mao has over 35 years of experience in the education industry.

From September 1992 to March 1996, Mr. Mao successively served as the deputy director and director of the teaching
and research section of Hebei Institute of Mechanical and Electrical Engineering (Al1b#E 2f5%), secretary to the party
branch of the teaching and research section, and member of the general party branch of the department. From June
1998 to December 2012, Mr. Mao successively served as the deputy director of the academic affairs office and deputy
director of the department of materials, dean of the school of material science and engineering, deputy director of the
academic committee and director of the academic affairs office of Hebei University of Science and Technology (A 1t #H
KE). Mr. Mao served as the vice principal of Hebei GEO University (A/1b3hE KE8) from December 2012 to December
2017. Since September 2001, Mr. Mao has served as a director of Chinese Heat Treatment Society (£ ZEIE £ ) and
the chairman of Hebei Heat Treatment Society (AL & Z R E ).

Mr. Mao graduated from Hebei Institute of Mechanical and Electrical Engineering (At # & £%) in Shijiazhuang City,
Hebei Province, the PRC in March 1982 with a bachelor’s degree in engineering. He graduated from Northeastern Institute
of Technology (31t TE2E3) (currently known as Northeastern University (315 KX£2)) in Shenyang City, Liaoning Province,
the PRC in January 1989 with a master’s degree in engineering.

Save as disclosed above, as at the date of this annual report, there is no other information concerning the relationship

between any of the Directors or senior management members and other Directors or senior management members or
substantial Shareholders or controlling Shareholders.
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The Board is pleased to present the audited consolidated financial statements of the Group during the reporting period.

e COMPANY PROFILE AND INITIAL PUBLIC OFFERING

The Company was incorporated as an exempted company with limited liability in the Cayman Islands on 20 September
2016. The principal place of business of the Company in Hong Kong is located at 31/F, Tower Two, Times Square,
1 Matheson Street, Causeway Bay, Hong Kong.

The Shares were listed on the Main Board of the Stock Exchange on 29 May 2018 (the “Listing”).

e PRINCIPAL ACTIVITIES

The Company is a large well-established private education service provider based in the Beijing-Tianjin-Hebei region.
Committed to our core philosophy of “Assisting you in your whole life”, we unremittingly provide clients with
customized services and solutions based on individual demand, including the preschool students in our kindergartens,
the high school students in our high schools as well as the junior college, technical secondary school and continuing
education students enrolled in our colleges.

The activities and particulars of the Company’s subsidiaries are set out in note 1 to the consolidated financial
statements. An analysis of the Group’s revenue and net results for the year by principal activities is set out in the
section headed “Management Discussion and Analysis” in this annual report.

e RESULTS

The 2023 annual results of the Company and the Group and their financial position as at 31 December 2023 are
set out in the audited consolidated statement of profit or loss and other comprehensive income on page 137 and
the audited consolidated statement of financial position on pages 138 to 139, respectively in this report.

e FINANCIAL SUMMARY

The results of the Group for the past five financial years are set out in the section headed “Financial and Operating
Highlights” on pages 5 to 6 of this annual report. The summary does not form part of the audited consolidated
financial statements.

e BUSINESS REVIEW

Please refer to the section headed “Management Discussion and Analysis” on pages 7 to 22 of this report for details
of the 2023 business conditions and the 2024 outlook of the Company and the Group.

e COMPLIANCE WITH RELEVANT LAWS AND REGULATIONS

In 2023, the Company and the Group strictly complied with relevant laws and regulations and the environmental
policies of the PRC, and established corresponding compliance operation mechanisms. The Group has established
a system that is easy to follow, easy to operate and easy to implement. It has also formulated detailed system
documents in legal compliance, financial management, business planning, human resources, administrative office
and brand management, etc., and is able to continuously review the existing systems and processes to comply
with the requirements of the latest laws and regulations. At the same time, system training is organized regularly
to urge employees to comply with the Group’s systems.
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MAJOR RISKS AND UNCERTAINTIES

We are exposed to the risks relating to our business, industry and regulatory changes, including but not limited
to the following:

. our business operations and prospects;
o future developments, trends and conditions in the industry and markets in which we operate;

o our strategies, plans, objectives and goals and our ability to implement such strategies, plans, objectives and
goals;

o our ability to maintain or increase student enrollment;

o our ability to maintain or raise tuition;

o our ability to maintain or increase our school utilization;

o our capital expenditure programs and future capital requirements;

o changes to regulatory and operating conditions in the industry and markets in which we operate;
o our ability to control costs;

o our dividend policy;

o the extent, nature and potential of the future development of our business;

o capital market developments; and

o the actions and developments of our competitors.

For details of the risk factors, please refer to the “Risk Factors” in the Prospectus. Investors are advised to make
their own judgments or consult their investment advisors before making any investment in the Shares.

ENVIRONMENTAL POLICIES AND PERFORMANCE

As an education enterprise, the Company does not cause any material impact on the environment during its daily
operations. Despite this, the Company remains highly attentive to environmental protection, advocates the concept
of low-carbon operation, and strives to integrate the concept of environmental protection into the cultivation and
education of the new generation. During the reporting period, the Company did not have any non-compliance
relating to environmental protection. The details are set out in the Environmental, Social and Governance (“ESG")
report on pages 79 to 132 of this annual report.

KEY RELATIONSHIP WITH EMPLOYEES, CUSTOMERS AND SUPPLIERS

The Group understands the importance of the support from employees, suppliers and customers to the achievement of
its goals. The Group offers competitive remuneration packages, and has established a fair, reasonable and transparent
performance appraisal mechanism to attract and motivate employees, and to promote the growth and development
of employees together with the Group. The Group attaches importance to maintaining good relationship with its
suppliers, and is committed to providing excellent teaching services and products to its customers, continuously
optimizing its education system and deepening its research on teaching and learning, as well as strictly adhering to
its teaching standards. Therefore, the Group maintains good relations with its employees, suppliers and customers.
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e PROPERTY, SCHOOL PREMISES AND EQUIPMENT

Changes in the property, school premises and equipment of the Company and the Group in 2023 are set out in
note 13 to the audited consolidated financial statements.

e SHARE CAPITAL

As at the issue date of this report, the authorized share capital of the Company was HK$30,000,000 divided into
3,000,000,000 Shares of HK$0.01 each. As at the issue date of this report, the Company had 1,161,204,000 issued
and paid-up Shares. Details of the changes in the share capital of the Company during the reporting period are set
out in note 28 to the consolidated financial statements in this annual report.

e TAXATION

The information on the taxation of the Company and the Group in 2023 is set out in note 10 to the audited
consolidated financial statements.

e EVENTS SUBSEQUENT TO THE REPORTING PERIOD

Details of the events of the Group subsequent to the reporting period are set out in note 4.20 to the section headed
“Management Discussion and Analysis” of this annual report.

e DISTRIBUTABLE RESERVE

Details of the changes in the reserve of the Company and the Group in 2023 are set out in note 40 to the consolidated
financial statements and the audited consolidated statement of changes in equity on pages 140 to 141. The reserve
distributable to the Shareholders amounted to approximately RMB176 million as at 31 December 2023.

e PROFIT DISTRIBUTION

The Company will make further announcement in relation to the declaration of dividend for the year end 31
December 2023, if any, and such declaration of dividend shall be subject to the approval of Shareholders at the
forthcoming AGM.

e ANNUAL GENERAL MEETING

The Company will hold the AGM on Friday, 28 June 2024. A notice convening the AGM will be published and
dispatched to the Shareholders in due course.

e CLOSURE OF REGISTER OF MEMBERS

In order to determine the entitlement of Shareholders to attend and vote at the AGM, the register of members
of the Company will be closed from Tuesday, 25 June 2024 to Friday, 28 June 2024, both days inclusive, during
which no transfer of Shares will be registered. In order to be eligible to attend and vote at the AGM, all transfer
documents of Shares accompanied by the relevant share certificates must be lodged with the Company’s Hong
Kong branch share registrar, Tricor Investor Services Limited at 17/F, Far East Finance Centre, 16 Harcourt Road,
Hong Kong, for registration no later than 4:30 p.m. on Monday, 24 June 2024.
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MAJOR CUSTOMERS AND SUPPLIERS

Our customers primarily consist of (i) students and their parents; (ii) Lionful Education (on behalf of whom we
provide school operation services); and (iii) third-party educational institutions with whom we have cooperated
and our franchised kindergartens. The transaction volume of the Group with its top five customers accounted for
7.87% of the Group’s operating revenue in 2023. Our largest customer during the track record period was Lionful
Education, a related party of the Group, which accounted for approximately 5.40% of our total revenue for the
year ended 31 December 2023.

Our suppliers primarily comprise food, utilities and property service providers. For the year ended 31 December 2023,
the purchases from our five largest suppliers as recorded in the cost of sales account constituted approximately
11.38% of our cost of sales. The transaction amount with the single largest supplier of the Group accounted for
approximately 6.27% of the material cost included in the cost of sales for the year.

Save as disclosed above, to the knowledge of the Directors, none of the Directors, their associates or Shareholders

(who, to the knowledge of the Directors, own more than 5% of the Company’s share capital) had any interest in
the top five suppliers of the Group in 2023.

BANK AND OTHER BORROWINGS

Details of the bank and other borrowings of the Company and the Group as at 31 December 2023 are set out in
note 25 to the audited consolidated financial statements.

DONATIONS

During the year ended 31 December 2023, the Group did not make any donation.

Annual Report 2023

31



32

VI. REPORT OF THE DIRECTORS

DIRECTORS AND SENIOR MANAGEMENT

(1)  The Board is responsible for, and has the general power to, the management and operations of our business.

The Board currently consists of 7 Directors, including 1 non-executive Director, 3 executive Directors and 3
independent non-executive Directors. The following table sets out the information on the members of the Board:

Relationship
with other
Directors
or senior
Name Positions Responsibilities management
Mr. Li Yasheng Chairman of the Board and formulating the overall nil
non-executive Director development strategy of the
Group, and be responsible
for resources integration
and guiding the Group's
development in the capital
market
Ms. Liu Hongwei Chief executive officer and Overall operation, nil
executive Director development strategy and
daily management of the
Group
Mr. Ren Caiyin Executive Director Research on marketing nil
strategies of the Group
Ms. Yang Li Executive Director Research on marketing nil
strategies of the Group
Mr. Guo Litian Independent non-executive Providing independent opinion  nil
Director and judgment to the Board
Mr. Yao Zhijun Independent non-executive Providing independent opinion  nil
Director and judgment to the Board
Mr. Wan Joseph Jason Independent non-executive Providing independent opinion  nil

Director

and judgment to the Board

In accordance with Article 84(1) of the articles of association of the Company (the “Articles of Association”),
one-third of the Directors for the time being shall retire from office by rotation at each annual general meeting,
provided that every Director shall be subject to retirement at an annual general meeting at least once every
three years, pursuant to which, Ms. Liu Hongwei, Ms. Yang Li and Mr. Yao Zhijun shall retire by rotation at

the AGM and, being eligible, have offered themselves for re-election as Directors thereat.

Details of the Directors who offer themselves for re-election at the AGM wiill be set out in the circular to the
Shareholders dated 29 April 2024.

CHINA 21ST CENTURY EDUCATION GROUP LIMITED



VI. REPORT OF THE DIRECTORS

(2)  The following table sets out the information on the senior management members of the Company:

Name Position Responsibilities

Ms. Liu Tianhang Executive vice president The investment, merger and acquisition
and capital operations of the Group

Ms. Wang Lijing Executive vice president Overall operation and daily management

of high school and New Gaokao*
(#15%) education of the Group

Mr. Wang Yongsheng Executive vice president and chief Financial management and fund planning
financial officer of the Group
Mr. Wei Lei Vice president Human resources and administration
routine management of the Group
Ms. Li Xingli Vice president and president of the Overall operation and daily management
college and supply chain segment of the vocational education of the
Group
Mr. Yang Yang Joint company secretary and assistant  Corporate governance, compliance
to the president disclosure, investor relations and public
relations management of the Group
Mr. Mao Lei Principal of Shijiazhuang Institute of Teaching management of Shijiazhuang
Technology Institute of Technology

CHANGES IN DIRECTORS AND SENIOR MANAGEMENT

Mr. Li Yunong retired as an executive Director and ceased to be the chairman of the Board and the chairman of
the nomination committee of the Board on 30 June 2023 due to his other personal commitments.

Mr. Li Yasheng was redesignated from an executive Director to a non-executive Director, and was appointed as the
chairman of the Board and the chairman of the nomination committee of the Board on 30 June 2023.

On 31 October 2023, Ms. Li Xingli ceased to serve as an assistant to the president, and was appointed as a vice
president.

Save as disclosed above, the Company did not appoint or dismiss any Director or senior management member
during the reporting period. As at the date of this annual report, save as disclosed above, there was no change in

the information regarding the Directors and chief executive which required disclosure pursuant to Rule 13.51(2)
of the Listing Rules.

BIOGRAPHIES OF DIRECTORS AND SENIOR MANAGEMENT

Biographical details of the Directors and senior management of the Company are set out in the section headed
“Directors and Senior Management” on pages 23 to 27 in this report.

CONFIRMATION OF INDEPENDENT NON-EXECUTIVE DIRECTORS ON INDEPENDENCE

The Company has received the confirmation of each independent non-executive Director on his/her independence
in accordance with Rule 3.13 of the Listing Rules, and the Company considers that all independent non-executive
Directors were independent for the year ended 31 December 2023 and up to the date of this annual report.
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DIRECTORS’ SERVICE CONTRACTS AND LETTERS OF APPOINTMENT

Ms. Liu Hongwei, Mr. Ren Caiyin and Ms. Yang Li have each entered into a service contract with the Company for
a term of three years commencing on the Listing Date, which may be automatically renewed for three years upon
expiry and subject to termination in accordance with the provisions of the service contract. Mr. Li Yasheng has
entered into a service contract with the Company for a term of three years commencing from 30 June 2023 and
will remain in effect, subject to termination in accordance with the provisions of the service contract.

Mr. Guo Litian and Mr. Yao Zhijun have each entered into a letter of appointment with the Company for a term
of one year commencing on the Listing Date and will remain in effect, subject to termination in accordance with
the provisions of the letter of appointment. Mr. Wan Joseph Jason has entered into a letter of appointment with
the Company for a fixed term of one year, commencing from 6 March 2019 and will remain in effect, subject to
termination in accordance with the provisions of the letter of appointment.

None of the Directors has entered into any service contract or letter of appointment with the Group which is not
determinable by the Company within one year without payment of compensation (other than statutory compensation).

EMOLUMENTS OF DIRECTORS AND FIVE HIGHEST PAID INDIVIDUALS

The remuneration committee of the Company (the “Remuneration Committee”) has been set up to review
the Group’s emolument policy and structure for all remuneration of the Directors and senior management of
the Company, having regard to the Group’s operating results, individual performance of the Directors and senior
management of the Company and comparable market practices. Details of the emoluments of the Directors and five
highest paid individuals during the reporting period are set out in note 8 and note 9 to the consolidated financial
statements in this annual report.

During the reporting period, no emoluments were paid by the Group to any Director or any of the five highest paid
individuals as an inducement to join or upon joining the Group or as compensation for loss of office.

MANAGEMENT CONTRACTS

No contract concerning the management and administration of the whole or any substantial part of the business
of the Company was entered into or existed for the year ended 31 December 2023.

DIRECTORS’ AND CONTROLLING SHAREHOLDERS’ SIGNIFICANT INTERESTS IN
CONTRACTS, TRANSACTIONS OR ARRANGEMENTS

Save as disclosed in note 36 “Related Party Transactions” to the consolidated financial statements and the sections
headed “Related Party Transactions” and “Non-exempt Continuing Connected Transactions” in this annual report,
no Directors or entities related to the Directors still have or used to have any significant interest, directly or indirectly,
in any contract, transaction or arrangement of the Company or any of its subsidiaries that remained in effect during
the year ended 31 December 2023 or as at the end of 31 December 2023 and was significant to the business of
the Group.

Save as disclosed in note 36 “Related Party Transactions” to the consolidated financial statements and the sections
headed “Non-exempt Connected Transactions” and “Non-exempt Continuing Connected Transactions” in this
annual report, at no time during the year ended 31 December 2023 did the Company or any of its subsidiaries
enter into any contract of significance with the controlling shareholders or any of their subsidiaries, nor was any
contract of significance entered into for the services provided by the controlling shareholders or their subsidiaries
to the Company or any of its subsidiaries.
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DIRECTORS’ INTERESTS IN COMPETITIVE BUSINESS

For the year ended 31 December 2023, the Board was not aware of that any business or interests of the Directors
and their respective associates constitute or may constitute competition to the Group’s business or cause or may
cause any other conflict of interest to the Group which would fall to be discloseable under the Listing Rules.

DIRECTORS’ RIGHT TO ACQUIRE SHARES OR DEBENTURES

Save as disclosed in this report, during the reporting period, the Company or any of its subsidiaries did not enter
into any arrangement that would enable the Directors to acquire benefits by means of acquisition of Shares in,
or debentures of, the Company or any other body corporate, and none of the Directors or any of their respective
spouses or children under the age of 18 were granted any right to subscribe for the share capital or debt securities
of the Company or any other body corporate, or had exercised any such right.

DIRECTORS’ AND CHIEF EXECUTIVE’'S INTERESTS AND SHORT POSITIONS IN
SHARES, UNDERLYING SHARES AND DEBENTURES

As at 31 December 2023, the Directors and chief executive of the Company had the following interests and short
positions in the Shares, underlying Shares and debentures of the Company or its associated corporation (within
the meaning of Part XV of the SFO) which were required to be notified to the Company and the Stock Exchange
pursuant to Divisions 7 and 8 of the SFO (including interests and short positions which they were taken or deemed
to have taken under such provisions of the SFO); or which were required to be recorded in the register kept by
the Company pursuant to Section 352 of the SFO; or which were required to be notified to the Company and the
Stock Exchange pursuant to the Model Code for Securities Transactions by Directors of Listed Issuers as set out in
Appendix C3 to the Listing Rules (the”Model Code”):

Approximate

Number of percentage of

Director Nature of interest Shares® shareholding®
Mr. Li Yasheng Beneficial owner 633,000(L) 0.05%
Beneficial owner 287,100(L) 0.02%

Interest in a controlled corporation 92,736,000(L) 7.99%

Ms. Liu Hongwei®@ Beneficial owner 2,061,000(L) 0.18%
Beneficial owner 636,000(L) 0.05%

Mr. Ren Caiyin® Beneficial owner 951,000(L) 0.08%
Beneficial owner 863,400(L) 0.07%

Ms. Yang Li® Beneficial owner 951,000(L) 0.08%
Beneficial owner 425,700(L) 0.04%

Notes:

(1) On 5 November 2020, 633,000 share options, representing 633,000 underlying Shares were granted to Mr. Li Yasheng under the Share
Option Scheme. On 29 December 2020, 987,000 award shares were granted to Mr. Li Yasheng pursuant to the Share Award Plan, of which (i)
296,100 award shares had vested on 29 December 2021 and 9,000 Shares were sold on the market by the trustee to settle the tax obligation
of Mr. Li Yasheng; (i) 296,100 award shares had lapsed on 29 December 2022 as they were not exercised; and (iii) 394,800 award shares
had lapsed on 29 December 2023 as they were not exercised. Further, Mr. Li Yasheng is the sole shareholder of Sainray Limited and he is

therefore deemed to be interested in the Shares held by Sainray Limited by virtue of the SFO, being 92,736,000 Shares.
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(2) On 5 November 2020, 2,061,000 share options, representing 2,061,000 underlying Shares were granted to Ms. Liu Hongwei under the Share
Option Scheme. On 29 December 2020, 2,220,000 award shares were granted to Ms. Liu Hongwei pursuant to the Share Award Plan, of
which (i) 666,000 award shares had vested on 29 December 2021 and 30,000 Shares were sold on the market by the trustee to settle the
tax obligation of Ms. Liu; (ii) 666,000 award shares had lapsed on 29 December 2022 as they were not exercised; and (iii) 888,000 award

shares had lapsed on 29 December 2023 as they were not exercised.

(3) On 5 November 2020, 951,000 share options, representing 951,000 underlying Shares were granted to Mr. Ren Caiyin under the Share
Option Scheme. On 29 December 2020, 1,479,000 award shares were granted to Mr. Ren Caiyin pursuant to the Share Award Plan, of
which (i) 443,700 award shares had vested on 29 December 2021 and 18,000 Shares were sold on the market by the trustee to settle the
tax obligation of Mr. Ren; (ii) 443,700 award shares had vested on 29 December 2022 and 6,000 Shares were sold on the market by the

trustee to settle the tax obligation of Mr. Ren; and (iii) 591,600 award shares had lapsed on 29 December 2023 as they were not exercised.

(4) On 5 November 2020, 951,000 share options, representing 951,000 underlying Shares were granted to Ms. Yang Li under the Share Option
Scheme. On 29 December 2020, 1,479,000 award shares were granted to Ms. Yang Li pursuant to the Share Award Plan, of which (i) 443,700
award shares had vested on 29 December 2021 and 18,000 Shares were sold on the market by the trustee to settle the tax obligation of
Ms. Yang; (ii) 443,700 award shares had lapsed on 29 December 2022 as they were not exercised; and (iii) 591,600 award shares had lapsed

on 29 December 2023 as they were not exercised.
(5) The letter (L) denotes a long position in such securities.

(6) As at 31 December 2023, the number of the issued shares of the Company was 1,161,204,000 Shares.

Save as disclosed above, as at 31 December 2023, none of the Directors or chief executive of the Company had
or deemed to have the interests or short positions in the Shares, underlying Shares or debentures of the Company
or its associated corporation (within the meaning of Part XV of the SFO) which were required to be notified to the
Company and the Stock Exchange pursuant to Divisions 7 and 8 of Part XV of the SFO (including interests and
short positions which they were taken or deemed to have taken under such provisions of the SFO); or which were
required to be recorded in the register kept by the Company pursuant to Section 352 of the SFO; or which were
otherwise required to be notified to the Company and the Stock Exchange pursuant to the Model Code.

SUBSTANTIAL SHAREHOLDERS’ INTERESTS AND SHORT POSITIONS IN SHARES
AND UNDERLYING SHARES

So far as the Directors are aware, as at 31 December 2023, the following persons (other than the Directors and
chief executive of the Company) had interests or short positions in the Shares or underlying Shares which were
required to be disclosed to the Company under Divisions 2 and 3 of Part XV of the SFO or to be recorded in the
register required to be kept pursuant to Section 336 of the SFO:

Approximate

Number of percentage of

Name Nature of interest Shares® shareholding®

Mr. Li Yunong® Founder of a discretionary trust who 754,590,000(L) 64.98%
(Retired on 30 June 2023) can influence how the trustee

exercises on his discretion

Beneficial owner 1,902,000(L) 0.16%

Beneficial owner 636,000(L) 0.05%

Ms. Cao Yang®? Spouse interest 757,128,000(L) 65.20%

Sainange Holdings Beneficial owner 754,590,000(L) 64.98%

Leonus™® Interest in a controlled corporation 754,590,000(L) 64.98%

HSBC International Trustee Trustee 754,590,000(L) 64.98%

Limited™
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Mr. Li Yunong is the founder of a trust of which HSBC International Trustee Limited is the trustee having control over the entire issued shares
of Leonus, which in turn holds the entire issued shares of Sainange Holdings. Each of Mr. Li Yunong, HSBC International Trustee Limited and

Leonus is deemed to be interested in the 754,590,000 Shares held by Sainange Holdings by virtue of the SFO.

On 16 January 2020, the Company was informed by Mr. Li Yunong that he had transferred his 100% shareholding in Sainange Holdings
Company Limited (“Sainange Holdings”) to Leonus Holdings Limited (“Leonus”) for family wealth and succession planning purposes.
After the shareholding transfer, the family trust to established by Mr. Li Yunong indirectly, through Leonus, holds 754,590,000 Shares held
by Sainange Holdings. Mr. Li Yunong was therefore deemed to be interested in the Shares held by Sainange Holdings by virtue of the SFO,
being 754,590,000 Shares. For details, please refer to the announcement of the Company dated 21 January 2020. On 5 November 2020,
1,902,000 share options, representing 1,902,000 underlying Shares, were granted to Mr. Li Yunong pursuant to the Share Option Scheme.
On 29 December 2020, 2,220,000 award shares were granted to Mr. Li Yunong pursuant to the Share Award Plan, subject to the vesting
conditions under the grant, of which (i) 666,000 award shares had vested on 29 December 2021 and 30,000 Shares were sold on the market
by the trustee to settle the tax obligation of Mr. Li; (i) 666,000 award shares had lapsed on 29 December 2022 as they were not exercised,;
and (iii) 888,000 award shares had lapsed on 29 December 2023 as they were not exercised. Mr. Li Yunong retired as executive Director

upon the conclusion of the annual general meeting of the Company held on 30 June 2023.

Ms. Cao Yang is the spouse of Mr. Li Yunong and she is therefore deemed to be interested in the Shares in which Mr. Li Yunong is interested
by virtue of the SFO, being 757,128,000 Shares.

The letter (L) denotes a long position in such securities.

As at 31 December 2023, the number of the issued shares of the Company was 1,161,204,000 Shares.

Save as disclosed above, as at 31 December 2023, the Directors were not aware of any other person (other than the
Directors and chief executive of the Company) who had any interests or short positions in the Shares or underlying
Shares which were required to be disclosed to the Company under Divisions 2 and 3 of Part XV of the SFO; or to
be recorded in the register required to be kept pursuant to Section 336 of the SFO.

SHARE OPTION SCHEME

The Company was approved to adopt a share option scheme on 4 May 2018. For details of the terms of the Share
Option Scheme, please refer to the Appendix V in the Prospectus.

(1)

Purpose

The purpose of the Share Option Scheme is to give the Eligible Persons (as defined in the following paragraph)
an opportunity to have a personal stake in the Company and help motivate them to boost their future
contributions to the Group and/or to reward them for their past contributions, to attract and retain or
otherwise maintain on- going cooperation relationships with such Eligible Persons who are significant to and/
or whose contributions are or will be beneficial to the performance, growth or success of the Group, and
additionally in the case of Executives (as defined below), to enable the Group to attract and retain individuals
with experience and ability and/or to reward them for their past contributions.
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(2) Who may Join

The Board may, at its absolute discretion, offer share options (“Options”) to the following persons to subscribe
for such number of Shares in accordance with the terms set out in the Share Option Scheme:

(3)

(a)

(9)

Any executive director, manager or other employee holding administrative, managerial, regulatory or
similar positions in any member of the Group (“Executives”), any employee candidate, any full-time
or part-time employee, or any person who is temporarily transferred to any member of the Group for
full-time or part-time job (the “Employees”);

Directors or nominated directors (including independent non-executive directors) of any member of the
Group;

Direct or indirect shareholders of any member of the Group;
Suppliers who supply goods or render services to any member of the Group;

Customers, consultants, business or joint venture partners, franchisees, contractors, agents or
representatives of any member of the Group;

Individuals or entities who provide any member of the Group with the design, research, development
or other support or any advice, consultancy, professional or other services; and

The associates of any person mentioned in paragraphs a to f above (the above persons are collectively
referred to as the "Eligible Persons”).

Maximum Number of Shares

The maximum number of Shares which may be issued upon exercise of all Options to be granted under the
Share Option Scheme and any other share option schemes of the Group shall not in aggregate exceed 10%
of the Shares in issue as at the Listing Date (such 10% limit represented 120,000,000 Shares, representing
approximately 10.33% of the issued shares as at the date of this annual report, excluding Shares which may
fall to be issued upon exercise of the over-allotment option granted by the Company) (the “Scheme Mandate
Limit”) provided that:

(a)

The Company may at any time as the Board thinks fit seek approval from the Shareholders to refresh
the Scheme Mandate Limit, provided that the maximum number of Shares which may be issued upon
exercise of all Options to be granted under the Share Option Scheme and any other schemes of the
Company shall not exceed 10% of the Shares in issue as at the date of approval by the Shareholders
of the refreshment of the Scheme Mandate Limit at the general meeting. Options previously granted
under the Share Option Scheme and any other schemes of the Company (including those outstanding,
cancelled, lapsed or exercised in accordance with the terms of the Share Option Scheme or any other
schemes of the Company) shall not be counted for the purpose of calculating the Scheme Mandate Limit
as refreshed. The Company shall dispatch a circular to the Shareholders, which will contain the details
and data as required under the Listing Rules;
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(b)  The Company may seek separate approval from the Shareholders at the general meeting for granting
Options beyond the Scheme Mandate Limit, provided that the Options in excess of the Scheme Mandate
Limit are granted only to the Eligible Persons specified by the Company before such approval is obtained.
The Company shall send a circular to the Shareholders containing the details and data required under
the Listing Rules; and

(€0 The maximum number of Shares which may be issued upon exercise of all outstanding Options granted
and yet to be exercised under the Share Option Scheme and any other schemes of the Group shall not
exceed 30% of the Company’s issued share capital from time to time. No Options may be granted under
the Share Option Scheme and any other share option scheme of the Company if this will result in such
limit being exceeded.

The number of Options available for grant under the Share Option Scheme was 101,031,000 as at 1 January
2023 and 101,031,000 as at 31 December 2023, respectively.

As at 31 December 2023, the total number of Shares available for issue under the Share Option Scheme was
114,810,000 Shares, representing approximately 9.89% of the Shares in issue as at the date of this annual
report. For the year ended 31 December 2023, the number of Shares that may be issued under the Share
Option Scheme for the outstanding Option granted divided by the weighted average number of Shares was
approximately 1.19%. The Company did not grant any Options under the Share Option Scheme during the
reporting period.

Maximum Entitlement of Each Participant

Subject to Shareholders’ approval, no Option may be granted to any one person such that the total number
of Shares issued and to be issued upon exercise of Options granted and to be granted to that person in any
12-month period exceeds 1% of the Company’s issued share capital from time to time.

Minimum Holding Period, Vesting and Performance Target

Subject to the provisions of the Listing Rules, the Board may in its absolute discretion when offering the grant
of an Option impose any conditions, restrictions or limitations in relation thereto in addition to those set forth
in the Share Option Scheme as the Board may think fit (to be stated in the letter containing the offer of the
grant of the Option) including (without prejudice to the generality of the foregoing) qualifying and/or continuing
eligibility criteria, conditions, restrictions or limitations relating to the achievement of performance, operating
or financial targets by the Company and/or the grantee, the satisfactory performance or maintenance by the
grantee of certain conditions or obligations or the time or period before the right to exercise the Option in
respect of any of the Shares shall vest provided that such terms or conditions shall not be inconsistent with
any other terms or conditions of the Share Option Scheme. For the avoidance of doubt, subject to such terms
and conditions as the Board may determine as aforesaid (including such terms and conditions in relation to
their vesting, exercise or otherwise) there is no minimum period for which an Option must be held before it
can be exercised and no performance target which need to be achieved by the grantee before the Option
can be exercised.
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(6)

(7)

Term for Acceptance and Exercise of Options

An offer of the grant of Options shall remain open for acceptance by the Eligible Persons for a period of 28
days from the offer date, provided that no such grant of Options may be accepted after the expiry of the
effective period of the Share Option Scheme. Options shall be deemed to have been granted and accepted by
the Eligible Persons and to have taken effect when the duplicate offer letter comprising acceptance of the offer
of the Options duly signed by the grantee together with a remittance in favor of the Company of HK$1.00
being the consideration for the grant thereof is received by the Company on or before the date upon which
an offer of Options must be accepted by the relevant Eligible Persons, being a date no later than 28 days
after the offer date (the “Acceptance Date”). Such remittance shall under no circumstances be refundable.

Any offer of the grant of Options may be accepted in respect of less than the number of Shares in respect
of which it is offered, provided that it is accepted in respect of board lots for dealing in Shares on the Stock
Exchange or an integral multiple thereof and such number shall be clearly stated in the duplicate offer letter
comprising acceptance of the offer of Options. To the extent that the offer of the grant of Options is not
accepted by the Acceptance Date, it will be deemed to have been irrevocably declined.

The period within which the Shares must be taken up under an Option shall be the period of time to be
notified by the Board to each grantee at the time of making an offer, which shall be determined by the Board
in its absolute discretion at the time of grant, but such period must not exceed 10 years from the date of
grant of the relevant Option.

Subject to the terms of the Share Option Scheme, such scheme shall be valid and effective for a period of
ten years from the date on which it becomes unconditional. The remaining life of the Share Option Scheme
is approximately 4 years and 1 months.

Exercise Price

The exercise price in respect of any particular Option shall be such price as the Board may in its absolute
discretion determine at the time of grant of the relevant Option (and shall be stated in the letter containing the
offer of the grant of the Option) but the subscription price shall not be less than whichever is the highest of:

(@) the nominal value of a Share;

(b)  the closing price of a Share as stated in the Stock Exchange’s daily quotations sheet on the offer date;
and

(c) the average closing price of a Share as stated in the Stock Exchange’s daily quotations sheets for the 5

CHINA 21ST CENTURY EDUCATION GROUP LIMITED



VI. REPORT OF THE DIRECTORS

(8) Movements in Share Option

The Share Option Scheme will lapse automatically and not be exercisable under the circumstances set out in
"Appendix V — Statutory and General Information — 13. Lapse of Share Option Scheme” of the Prospectus.
No compensation shall be payable upon the lapse of any Option, provided that the Board shall be entitled
in its discretion to pay such compensation to the grantee in such manner as it may consider appropriate in
any particular case.

Below sets out the details of the changes in the Options under the Share Option Scheme for the year ended
31 December 2023 and the Options outstanding during the year:

Number of Options

Share price

Outstanding Cancelled/  Outstanding immediately

asat Granted Exercsed Lapsed  forfeited asat Exerdse  priorto
{January ~ during  during  during during the 31December price per thedateof Fair value

Name of grantee Date of grant 023 theyear theyear the year year 03 Share grant  of Options  Exercise period

(HKS per ~~ (HKS per
(HKS) Share) Share)

Directors

Mr. Li Yunong 5 Novernber 2020 1,902,000 - - - - 1902000 0630 0620 (Note) 5 November 2020 to
(retired on 30 June 2023) (Note 1) (Note 1) 4 November 2030
(Note 2)

Mr. Li Yasheng 5 Novernber 2020 633,000 - - - - 633,000 0630 0620 (Note) 5 November 2020 to
(chairman of the Board and (Note 1) (Note 1) 4 November 2030
non-executive Director)

(Note 3)

s, Liu Hongwei (chief executive 5 November 2020 2,061,000 - - - - 2061000 0630 0620 (Note) 5 November 2020 to
officer and executive Director) (Note 1) (Note 1) 4 Noverber 2030

. Ren Caiyin (executive Director) 5 November 2020 951,000 - - - - 951,000 0630 0620 (Note) 5 November 2020 to

(Note 1) (Note 1) 4 November 2030

Ms. Yang Li (executive Director) 5 November 2020 951,000 - - - - 951,000 0.630 0620 (Note ) 5 November 2020 to

(Note 1) (Note 1) 4 November 2030
6,498,000 - - - - 6498000
Total for employees 5 November 2020 2,217,000 - - - - 1NT000 0630 0620 (Note!) 5 November 2020 to
(Note 1) (Note 1) 4 November 2030
Total for consultants (Note 5) 5 November 2020 3,321,000 - - - - 33000 0630 0620 (Note!) 5 November 2020 to
(Note 1) (Note 1) 4 November 2030

Total for a connected person 5 November 2020 1,743,000 - - - - 1783000 0630 0620 (Note!) 5 November 2020 to
(Note 4) (Note 1) (Note 1) 4 November 2030

Total 13,779,000 - - - - 13,779,000
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Notes:

30% of the Options shall vest after the first anniversary of the grant date of the Options, with the fair value of HK$0.23 per Option;
30% of the Options shall vest after the second anniversary of the grant date of the Options, with the fair value of HK$0.23 per
Option; and 40% of the Options shall vest after the third anniversary of the grant date of the Options, with the fair value of HK$0.22
per Option.

Mr. Li Yunong retired as an executive Director and the chairman of the Board with effect from 30 June 2023.

Mr. Li Yasheng was re-designated as a non-executive Director and appointed as the chairman of the Board with effect from 30 June

2023.

Mr. Liu Zhanjie was an executive Director and vice chairman of the Board from 29 May 2018 (Listing Date) to 31 March 2021. Mr. Liu
Zhanijie is currently a director of the Company’s subsidiaries. From 10 April 2023 to present, Ms. Liu Tianhang is currently a general

manager of the Company’s subsidiaries.

On 5 November 2020, the Company granted a total of 4,272,000 Options to seven non-employees who acted as consultants to the
Company (the “Consultants”). These Consultants had provided various services to the Company, including (i) consultation on the
Group's business development and potential acquisitions; (ii) offering advices on the operation, strategies, financial and taxation aspects
of the new businesses of the Group; and (iii) introduction of prospective investors. The grant of Options to the Consultants will help
motivate these non-employees to optimize their future contributions to the Group and to reward them for their past contributions.
The grant of Options by the Company is to incentivize the Consultants to help the Group expand its business network, acquire and
explore new business projects and opportunities, and to provide continuous services to the Group and maintain a long-term relationship

with the Group.

e SHARE AWARD PLAN

A share award scheme was adopted by the Board on 14 October 2020 (the “Adoption Date”), the details of
which are set out as follows:

(1) Purpose

(2)

The purposes of the Share Award Plan are to recognize and reward the contribution of Eligible Participants
(as defined in the following paragraph) to the growth and development of the Group, to give incentives to
Eligible Participants (as defined hereunder) in order to retain them for the continual operation and development
of the Group and to attract suitable personnel for further development of the Group.

Administration

The Share Award Plan shall be subject to the administration of the Board and the trustee under the Share
Award Plan (the “Trustee”) in accordance with the terms of the Share Award Plan and the terms of the trust

deed

(entered into between the Company and the Trustee in respect of the Shares and other trust fund (if

any) held or to be held by the Trustee subject to the terms thereof) (the “Trust Deed”). The Trustee shall
hold the trust fund in accordance with the terms of the Trust Deed.
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Eligibility
Under the rules constituting the Share Award Plan, the following classes of participants (excluding the excluded
participants) (the “Eligible Participants”) are eligible for participation in the Share Award Plan:

Any employee (whether full time or part time, including any executive director but excluding any non-
executive director) of the Company, any subsidiary of the Company or any invested entity (being any entity
in which any member of the Group holds any equity interest) (an “Employee”); any non-executive director
(including independent non-executive directors) of the Company, any subsidiary or any invested entity; any
adviser (professional or otherwise), consultant to or expert in any area of business or business development
of any member of the Group or any invested entity; and any other group or classes of participants who have
contributed or may contribute by way of joint venture, business alliance or other business arrangement to
the development and growth of the Group, and, for the purposes of the Share Award Plan, the award of
Shares (“Award”) may be made to any company wholly owned by one or more of the above participants.

Shares Pool

In order to satisfy any award of Shares to be granted under the Plan from time to time, the Trustee shall
maintain a shares pool which shall comprise the following: (a) such Shares as may be purchased by the Trustee
on the Stock Exchange or off the market by utilising the funds allocated by the Board out of the Company’s
resources; (b) such Shares as may be subscribed by the Trustee by utilising the funds allocated by the Board
out of the Company's resources, subject to the Company having obtained the requisite Shareholders’ approval
in general meeting under general mandate or specific mandate for the allotment and issue of new Shares,
the grant of listing of and permission to deal in such Shares by the Stock Exchange, and compliance with the
applicable requirements under the Listing Rules; (c) such Shares as may be allotted or issued to the Trustee as
a holder of Shares, whether by way of scrip dividend or otherwise; and (d) such Shares which remain unvested
and revert to the Trustee due to the lapse of the Award.

The Trustee may purchase the Shares on the Stock Exchange at the prevailing market price (subject to such
maximum price as may be from time to time prescribed by the Board), or off the market. In the event that
the Trustee effects any purchases by off-market transactions, the purchase price for such purchases shall not
be higher than the lower of the following: (i) the closing market price on the date of such purchase; and (ii)
the average closing market price for the five preceding trading days on which the Shares were traded on the
Stock Exchange.

Where any Award is proposed to be made to a connected person and the relevant Award of the Award
Shares (as defined in the following paragraph) is to be satisfied by an allotment and issue of new Shares,
the Award shall be separately approved by the Shareholders in general meeting with such connected person
and his associates abstaining from voting and shall comply with all other requirements of Chapter 14A of the
Listing Rules applicable to such Award.

On 28 March 2024, the Board passed a resolution to amend the terms of the Share Award Plan to the effect
that the Trustee is allowed only to purchase the existing Shares on the market or off the market to satisfy
any award of Shares to be granted under the Share Award Plan, such that the Share Award Plan becomes a
share scheme which is funded by existing Shares.

Award of Shares

The Board shall, subject to and in accordance with the rules of the Share Award Plan, be entitled to, at any
time during the continuation of the Share Award Plan, make an Award out of the shares pool to any of the
Eligible Participants such number of Shares as it shall determine pursuant to the Share Award Plan.

The Board shall notify the Trustee in writing upon the making of an Award under the Share Award Plan by
giving the Trustee an award notice.
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(6) Vesting of the Award Shares

The Board may from time to time, at its discretion, determine the earliest vesting date and other subsequent
date(s), if any, subject to and upon which the Award Shares held by the Trustee upon trust and which are
referable to a selected participant shall vest in that selected participant.

(7) Lapse of Award

In the event that the selected participant who is an Employee ceases to be an Employee by virtue of a corporate
reorganisation of the Group or the Invested Entity, then any Award made to such selected participant, to the
extent not already vested, shall forthwith lapse and be cancelled.

(8) Voting Rights of the Shares in the Shares Pool

The Trustee shall not exercise the voting rights in respect of the Shares held under trust constituted by the
Trust Deed. The selected participants shall not have any right to receive any Shares provisionally awarded to
them pursuant to an Award (“Award Shares”) set aside for them unless and until the Trustee has transferred
and vested the legal and beneficial ownership of such Award Shares to and in the selected participants.

(9) Grant Price of Award Shares

The grant price in respect of any Award Shares shall be such price as the Board may in its absolute discretion
determine at the time of grant of the relevant Award Share(s), and shall be stated in the grant notice containing
the offer of the grant of the Award Share(s). The grant price of the Award Shares already granted under the
Share Award Plan is HK$0.243 per Share, which shall be payable upon vesting of the relevant Award Shares.
No acceptance price of Award Shares will be payable on the acceptance of the award of the Award Shares.

(10) Duration of the Share Award Plan and Termination of the Share Award Plan

The Share Award Plan shall be valid and effective for a period of 10 years commencing from the Adoption
Date but may be terminated earlier as determined by the Board. The Share Award Plan has a remaining validity
period of approximately 6 years and 6 months.

(11) Share Award Plan Limit

The maximum number of Shares to be subscribed for and/or purchased by the Trustee by applying the
contribution made by the Company or any of its subsidiaries for the purpose of the Share Award Plan shall
not exceed 10% of the total number of issued Shares as at the Adoption Date (the 10% limit represents
116,721,600 Shares, accounting for approximately 10.05% of the issued Shares as at the date of this annual
report). The Board shall not instruct the Trustee to subscribe for and/or purchase any Shares for the purpose
of the Share Award Plan when such subscription and/or purchase will result in such threshold being exceeded.

The maximum number of Shares which may be subject to Awards to a selected participant shall not in aggregate
exceed 1% of the issued share capital of the Company as at the Adoption Date.

Since the Adoption Date of the Share Award Plan and up to the date of this report, a total of 27,720,000
Award Shares had been granted under the Share Award Plan. As at 1 January 2023 and 31 December 2023,
the total number of shares available for grant under the Share Award Plan was 98,895,300 Shares and
108,308,100 Shares, respectively. As at 31 December 2023, the total number of Shares that may be issued
in respect of awards granted under the Share Award Plan was nil Shares. As at 31 December 2023, the total
number of Shares available for issue under the Share Award Plan was 108,308,100 Shares, representing
approximately 9.33% of the Shares in issue as at the date of this annual report. The Company did not grant
any Award Shares under the Share Award Plan during the reporting period.
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Movements of the Award Shares granted to the Eligible Participants pursuant to the Share Award Plan during
the year ended 31 December 2023 are as follows:

Number of Award Shares
Granted Granted
Grant price but  Granted but
payable unvested but unvested
per Award  Number asat  unvested Vested Lapsed Cancelled  asat31
Share  of Award {January during the during the during the during the  December
Name of awardee Date of grant (HKs)™ Share  Vesting period® 203 year year year year 03
Directors
Mr. Li Yunong (retired 29 December 2020 0.243 2,220,000 29 December 2021 to 888,000 - - 888,000 - -
on 30 June 2023/% 29 December 2023
Mr. Li Yasheng® 29 December 2020 0.243 987,000 29 December 2021 to 394,800 - - 394800 - -
29 December 2023
Ms. Liu Hongwei 29 December 2020 0243 2,220,000 29 December 2021 to 888,000 - - 888,000 - -
29 December 2023
Mr. Ren Caiyin 29 December 2020 0243 1,479,000 29 December 2021 to 591,600 - - 591,600 - -
29 December 2023
Ms. Yang Li 29 December 2020 0243 1,479,000 29 December 2021 to 591,600 = = 591,600 = =
29 December 2023
Employees 29 December 2020 0243 16,131,000 29 December 2021to 4,875,600 - 984009 4777200 - -
29 December 2023
Connected person® 29 Decernber 2020 0243 2,712,000 29 December 2021t0 1,084,800 - - 1,084,800 - -
29 December 2023
One highest paid 29 December 2020 0.243 492,000 29 December 2021 to 196,800 = = 196,800 = =
employee (excluding 29 December 2023
Directors)”
Total 27,720,000 9,511,200 - 98,400 9,412,800 - -

Notes:

(1) The grant price shall be payable upon the vesting of the relevant Award Shares.

(2) 30% of the Award Shares shall vest on the expiry date of the 12th month after the relevant date of grant of the Award Shares; 30%
of the Award Shares shall vest on the expiry date of the 24th month after the relevant date of grant of the Award Shares; and 40%
of the Award Shares shall vest on the expiry date of the 36th month after the relevant date of grant of the Award Shares.

(3) Mr. Li Yunong retired as an executive Director and the chairman of the Board with effect from 30 June 2023.

(4) Mr. Li Yasheng is the son of Mr. Li Yunong. Mr. Li Yasheng was re-designated as a non-executive Director and appointed as the
chairman of the Board with effect from 30 June 2023.

(5) Mr. Liu Zhanjie was an executive Director and vice chairman of the Board from 29 May 2018 (Listing Date) to 31 March 2021. Mr. Liu
Zhanijie is currently a director of the Company’s subsidiaries. From 10 April 2023 to present, Ms. Liu Tianhang is currently a general
manager of the Company’s subsidiaries.

(6) The weighted average closing price of the shares of the Company immediately before 29 December 2023, being the date of vesting
of the Award Shares, was HK$0.27.

(7) The Award Shares were granted to two (out of five) of the highest paid employees. One of the five highest paid employees was a

Director, whose interest in the Award Shares is disclosed under the “Directors” section of the above table.
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SHARES ISSUED

During the year ended 31 December 2023, the Company did not issue any shares.

BONDS ISSUED

The Company did not have any bonds in issue or existence for the year ended 31 December 2023.

SHARE-LINKED AGREEMENT

For the year ended 31 December 2023, the Company did not enter into or have any share-linked agreement in
existence, and was not obligated to enter into any agreement which would or might cause the Company to issue
any Share.

PURCHASE, SALE OR REDEMPTION OF THE LISTED SECURITIES OF THE COMPANY

For the year ended 31 December 2023, neither the Company nor any of its subsidiaries purchased, sold or redeemed
any of the Company’s listed securities.

PRE-EMPTIVE RIGHT

There is no provision of pre-emptive right in the Articles of Association and the laws of Cayman Islands that requires
the Company to offer new Shares to the existing Shareholders on a pro rata basis.

TAX RELIEF AND EXEMPTION

The Directors are not aware of any tax relief and exemption available to the Shareholders by reason of their holding
of the Company’s listed securities.

PERMITTED INDEMNITIES

For the year ended 31 December 2023, the Company did not have any permitted indemnities that used to take
effect or was effective in favour of any Director of the Company (whether entered into by the Company or not) or
any director of any company associated with the Company (if entered into by the Company).

The Company has purchased liability insurance for the relevant legal proceedings that the Directors may be involved in.

REMUNERATION POLICY

The Remuneration Committee has been set up to review the Group’s emolument policy and structure for all
remuneration of the directors and senior management of the Group, having regard to the Group’s operating results,
individual performance of the directors and senior management and comparable market practices.

The Directors and senior management of the Company may also receive Options to be granted under the Share
Option Scheme. For further details of the Share Option Scheme, please refer to the Appendix V “F. Share Option

Scheme” to the Prospectus. Details of the remuneration of the Directors and five highest paid individuals during
the reporting period are set out in note 8 and note 9 to the consolidated financial statements.

PENSION AND EMPLOYEE BENEFIT SCHEMES

Details for the Company’s pension and employee benefit scheme are set out in note 2.4 to the consolidated financial
statements in this annual report.

COMPLIANCE WITH CORPORATE GOVERNANCE CODE

For details, please refer to the section headed “Corporate Governance Report” on pages 62 to 78 in this report.
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AUDIT COMMITTEE

For the year ended 31 December 2023, the audit committee of the Company (the “Audit Committee”) consisted
of three members, namely Mr. Yao Zhijun (chairman), Mr. Guo Litian and Mr. Wan Joseph Jason, all of whom are
independent non-executive Directors.

The Audit Committee has adopted the terms of reference which are in line with the Corporate Governance Code
(the "CG Code”) as set out in Appendix C1 to the Listing Rules. The primary duties of the Audit Committee include
reviewing and monitoring the financial control, risk management and internal control systems and procedures of
the Group, reviewing the financial information of the Group and the relationship with the external auditor of the
Company. The annual results and the consolidated financial report of the Group for the year 2023 have been
reviewed by the Audit Committee.

AUDITOR

Ernst & Young resigned as auditor of the Company with effect from 22 November 2023. ZHONGHUI ANDA CPA
Limited was appointed as auditor of the Company to fill the casual vacancy following the resignation of Ernst &
Young with effect from 23 November 2023. Ernst & Young have confirmed in writing that, save as the returned
entrusted payment loans, there are no other matters in connection with its resignation as the auditor of the Company
that need to be brought to the attention of the Shareholders or creditors of the Company. The Board and the Audit
Committee have also confirmed that there are no disagreement or unresolved matters between the Company and
Ernst & Young that need to be brought to the attention to the Shareholders or creditors of the Company. For details,
please refer to the announcements of the Company dated 24 November 2023 and 19 December 2023, respectively.

ZHONGHUI ANDA CPA Limited was appointed as the auditor of the Company for the year ended 31 December
2023. ZHONGHUI ANDA CPA Limited have audited the consolidated financial statements as attached which were
prepared in accordance with the International Financial Reporting Standards.

ZHONGHUI ANDA CPA Limited shall retire at the forthcoming AGM, and, being eligible, offers itself for re-
appointment. The resolution for re-appointing ZHONGHUI ANDA CPA Limited as the auditor of the Company will
be submitted to the AGM.

UNDERTAKING OF AVERTING PEER COMPETITION BY CONTROLLING
SHAREHOLDERS

The Company has received letters of confirmation from the controlling shareholders that they have complied with
the non-competition undertakings made on the structured contracts as set out in the Prospectus. The controlling
shareholders also confirmed that save as disclosed in the 2023 interim report of the Company and this report,
there was no any other businesses or interests constitute or may constitute competition to the Company’s business
or cause any other conflict of interest to the Company at any time during the year ended 31 December 2023. For
details of the non-competition undertakings, please refer to the Prospectus.

The independent non-executive Directors have reviewed the performance of the non-competition undertakings during
the reporting period based on the information and confirmation provided by or obtained from the covenanters.

SUFFICIENCY OF PUBLIC FLOAT

According to the information publicly available to the Company and to the best knowledge of the Directors, at
any time during the reporting period and up to the date of this annual report, at least 25% (i.e., the prescribed
minimum percentage of public float approved by the Stock Exchange and permitted under the Listing Rules) of the
total issued Shares were held by the public.

Annual Report 2023

47



48

VI. REPORT OF THE DIRECTORS

MATERIAL LITIGATION

For the year ended 31 December 2023, the Company was not involved in any material litigation or arbitration. To
the knowledge of the Directors, there is also no unknown or threatened material litigation or claim.

NON-EXEMPT CONNECTED TRANSACTIONS

For the year ended 31 December 2023, the Group has the following non-exempt connected transactions pursuant
to Chapter 14A of the Listing Rules. The Company confirmed that it had complied with the disclosure requirements
under Chapter 14A of the Listing Rules during the year ended 31 December 2023.

Construction Drawings Design Contract

On 13 February 2023, Shijiazhuang Zerui Education and Technology Co., Ltd. (AR iHEHHAE R AR A R), an
indirect wholly-owned subsidiary of the Company, entered into the Construction Drawings Design Contract (Phase
ll) (“Construction Drawings Design Contract (Phase IlI)") with Hebei Xintianji Construction Design Co., Ltd.*
CREFTRBR LR AR AF]) (“Xintianji Design”) in respect of Shijiazhuang Institute of Technology (New
Campus) Phase Ill at a consideration of RMB3,170,206. Pursuant to the Construction Drawings Design Contract
(Phase 1ll), Xintianji Design provided construction drawings design services for Shijiazhuang Institute of Technology
(New Campus) Phase lIl.

On 13 February 2023, Shijiazhuang Zerui Commercial Development Co., Ltd.* (AR EHmAEEE AR A R),
an indirect wholly-owned subsidiary of the Company, entered into the Construction Drawings Design Contract
(Commercial) (" Construction Drawings Design Contract (Commercial)”) with Xintianji Design in respect of the
commercial land project of Shijiazhuang Institute of Technology (New Campus) at a consideration of RMB2,749,900.
Pursuant to the Construction Drawings Design Contract (Commercial), Xintianji Design provided construction
drawings design services for the commercial land project of Shijiazhuang Institute of Technology (New Campus).

For further details, please refer to the announcement of the Company dated 13 February 2023.

NON-EXEMPT CONTINUING CONNECTED TRANSACTIONS

For the year ended 31 December 2023, the Group has the following non-exempt continuing connected transactions
pursuant to Chapter 14A of the Listing Rules. The Company confirmed that it had complied with the disclosure
requirements under Chapter 14A of the Listing Rules during the year ended 31 December 2023.
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Structured Contracts

A.

Description

The Company currently conducts its private education business through the PRC Operating Entities in
the PRC where PRC laws, regulations and regulatory practice generally restrict the operation of higher,
general high school, preschool, academic non-credential and secondary vocational education to Sino-
foreign ownership with qualification requirements imposed on the foreign owners. The academic non-
credential education provided by the Company includes individualized or small group tutoring for primary,
middle and high school students, given that these tutoring services are conducted as a supplement to
school education and the tutorial schools do not grant diplomas or degrees to its students. The Company
does not hold any equity interest or school sponsors’ interests in its PRC Operating Entities. In addition
to our primary business of private education, we also conducted online to offline education services,
which are considered value-added telecommunications services in the PRC, through Xin Tian Di Xian.
The PRC laws and regulations currently restrict foreign ownership in enterprises providing value-added
telecommunications services. The Structured Contracts, through which the Company obtains control
over and derives economic benefits from its PRC Operating Entities, have been narrowly tailored to
achieve its business purpose and minimize the potential conflict with relevant PRC laws and regulations.

The following simplified diagram illustrates the flow of economic benefits from the PRC Operating Entities
to the Group stipulated under the Structured Contracts:

Sheng Dao Xiang

Mr. Li Yunong™ Ms. Luo Xinlan®@

80.625% | [ 19375%

Zerui Education

[
[
| |
I 36% 64% 100% 100% [ 100% 100% 51% 100% :
i ! ] ! ! ! } |
‘ . Shijiazhuang o ) Qiaoxi
| Hebei . Shijiazhuang Xin Tian Beijing Zhejiang : \
Saintach Institute of Saintach Di Xian Zhihang® Peijian® Tutorial [
‘ Technology® School® ‘
: 100% 100% [ 70% 70% 100% |
w . Saintach Shijiazhuang Peijian ‘
Saintach : Hangzhou Yuying Experimental ’ [
o Tutorial A : . Tutorial
| Kindergartens © Yimai High School |
Schools! (BREEHERTS) Schools ‘
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Notes:

9

Mr. Li Yunong is the son-in-law of Ms. Luo Xinlan.

Ms. Luo Xinlan is the mother-in-law of Mr. Li Yunong.

Infirmary of Shijiazhuang Institute of Technology is wholly-owned by Shijiazhuang Institute of Technology.

Beijing Zhihang refers to Beijing Zhihang Education Technology Co., Ltd.* (t REMHBEREAR Q7).

The remaining 49% equity interests of Zhejiang Peijian in total are held by five individual shareholders, who are independent

third parties of the Company (as defined under the Listing Rules).

For the illustration purpose of this diagram, Saintach Tutorial Schools include Shijiazhuang City Chang’an District Saintach
Tutorial School* (ARF M KX & ¥ AR FIZ4R), Shijiazhuang Yuhua District Donggang Road Saintach Tutorial School* (A
SR T A [ 3R e B T R BR I HIIE2K), Shijiazhuang Qiaoxi District Zhicheng Tutorial School* (2 2R § /1% 78 [ 29 i 45 31 224%),
Shijiazhuang City High-tech Zone Saintach Tutorial School* (A ZR ¥ = #7 & ¥ K EXIEHIIZ4%) and Shijiazhuang Xinhua District

Huixuan Education Tutorial School* (fa 5§ M ¥ & 2 &2 5 15 3)|24%), and do not include Qiaoxi Tutorial School.

The remaining 30% equity interests of Hangzhou Yimai are held by Ningbo Xuenuo Enterprise Management Co., Ltd.* (2§

Bt EERFRE T2 A]), which is an independent third party of the Company (as defined under the Listing Rules).

“"————" denotes direct legal and beneficial ownership in the equity interest or school sponsor’s interest.

"= - - -9" denotes flow of economic benefits.

B. Summary of the Material Terms of the Structured Contracts

(1)

Business Cooperation Agreements

Pursuant to the Business Cooperation Agreements, Sheng Dao Xiang Cheng shall provide technical
service and management consultancy service necessary for the private education business pursuant
to the Structured Contracts, and in return, the PRC Operating Entities shall make payments pursuant
to the Structured Contracts. To ensure the due performance of the Structured Contracts, each of
the PRC Operating Entities agreed to comply with, and procure any of its subsidiaries to comply
with, the obligations as prescribed under the Business Cooperation Agreements.

In order to prevent the leakage of assets and values of the consolidated affiliated entities, Mr. Li
Yunong, Ms. Luo Xinlan and each of the relevant PRC Operating Entities have undertaken that,
without prior written consent of Sheng Dao Xiang Cheng or its designated party, he/she/it shall
not conduct or cause to conduct any activity or transaction which may have actual adverse impact
on the assets, business, staff, obligations, rights or operations of the PRC Operating Entities.

Furthermore, each of Mr. Li Yunong and Ms. Luo Xinlan undertakes to Sheng Dao Xiang Cheng that,
without prior written consent of Sheng Dao Xiang Cheng, he/she shall not (i) directly or indirectly
engage, participate in or conduct any business or activities which compete or may potentially
compete with the business or activities any of the PRC Operating Entities (the “Competing
Business”); (ii) acquire or hold any interest in the Competing Business; (iii) use data obtained
from any of the PRC Operating Entities for the Competing Business; and (iv) obtain any benefit
from any Competing Business.
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Exclusive Service Agreements

Pursuant to the Exclusive Service Agreements, Sheng Dao Xiang Cheng, as the exclusive service
provider of the PRC Operating Entities, agreed to provide exclusive technical services and exclusive
management consultancy services to the PRC Operating Entities related to their business.

In consideration of the technical and management consultancy services provided by Sheng Dao
Xiang Cheng, each of the relevant PRC Operating Entities agreed to pay Sheng Dao Xiang Cheng
a service fee equal to the respective portion of net profit attributable to the Group after deducting
all costs, expenses, taxes, losses from the previous year, social donated capital (if any), state funded
capital (if any) and the legally compulsory development fund of the respective school (if required
by the law), or a lesser amount determined by Sheng Dao Xiang Cheng at its absolute discretion.

Unless otherwise prescribed under the PRC laws and regulations, Sheng Dao Xiang Cheng shall have
exclusive proprietary rights to any technology and intellectual property developed and materials
prepared in the course of the provision of research and development, technical support and services
by Sheng Dao Xiang Cheng to the PRC Operating Entities, and any intellectual property in the
products developed, including any other rights derived thereunder, in the course of performance
of obligations under the Exclusive Service Agreements and/or any other agreements entered into
between Sheng Dao Xiang Cheng and other parties.

Exclusive Call Option Agreements

Under the Exclusive Call Option Agreements, Sheng Dao Xiang Cheng or its designated person have
been granted an exclusive right to purchase all or part of the equity interest in Zerui Education,
Shijiazhuang Saintach, Hebei Saintach, Zhejiang Peijian, Hangzhou Yimai and Shaoxing Shangyu
Shinedao Education Consultancy Co., Ltd.* (A8l FESBEHEEAABR A7), and all or part of
the school sponsor’s interest in Fukang Kindergarten, Tianshan Kindergarten, Lidu Kindergarten,
Zhejiang Peijian, Hangzhou Yimai and Shaoxing Shangyu Shinedao Education Consultancy Co.,
Ltd., Qiaoxi Tutorial School, Peijian Tutorial Schools and Shinedao Tutorial Schools (the “Call
Options”). The purchase price payable by Sheng Dao Xiang Cheng in respect of the transfer of
such equity interest or school sponsor’s interest upon exercise of the Call Options shall be RMB1.00
or the lowest price permitted under the PRC laws and regulations. Sheng Dao Xiang Cheng or its
designated purchaser shall have the right to purchase such proportion of the equity interest or
school sponsor’s interest of the PRC Operating Entities as it decides at any time.

In the event that PRC laws and regulations allow Sheng Dao Xiang Cheng or the Company to
directly hold all or part of the equity interest or school sponsor’s interest in the PRC Operating
Entities and operate private education business in the PRC, Sheng Dao Xiang Cheng shall issue the
notice of exercise of the Call Options as soon as practicable, and the percentage of equity interest
or school sponsor’s interest purchased upon exercise of the Call Options shall not be lower than
the maximum percentage then allowed to be held by Sheng Dao Xiang Cheng or the Company
under PRC laws and regulations.

School Sponsors” and Directors’ Rights Entrustment Agreements

Pursuant to the School Sponsors’ and Directors’ Rights Entrustment Agreements, Sheng Dao Xiang
Cheng has been irrevocably authorized and entrusted to exercise all the rights as school sponsor
of each of the schools to the extent permitted by the PRC laws, and each of directors or council
members of the schools has irrevocably authorized and entrusted Sheng Dao Xiang Cheng or its
designated persons to exercise all his/her rights as directors or council members to the extent
permitted by the PRC laws.
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(5)

(6)

(7)

8

In addition, each of the school sponsor and the appointed directors or council members of the
schools have irrevocably agreed that, where permissible by PRC laws, (i) Sheng Dao Xiang Cheng
may delegate its rights under the School Sponsors’ and Directors’ Rights Entrustment Agreements
to the directors of Sheng Dao Xiang Cheng or its designated persons, without prior notice to or
approval by the schools or their appointed directors or council members; and (i) Sheng Dao Xiang
Cheng is entitled to revoke its delegation to the aforesaid directors of Sheng Dao Xiang Cheng
or other persons.

Shareholders’ Rights Entrustment Agreements

Pursuant to the Shareholders’ Rights Entrustment Agreements, Sheng Dao Xiang Cheng has been
irrevocably authorized and entrusted to exercise all the rights as shareholders of each of Zerui
Education, Hebei Saintach, Shijiazhuang Saintach, Zhejiang Peijian and Hangzhou Yimai to the
extent permitted by the PRC laws and the relevant articles of association.

In addition, it has been irrevocably agreed that, without violation of PRC laws, (i) Sheng Dao Xiang
Cheng may delegate its rights under the Shareholders’ Rights Entrustment Agreement to the
directors of Sheng Dao Xiang Cheng or its designated persons, without prior notice or approval,
and (i) Sheng Dao Xiang Cheng is entitled to revoke its delegation to the aforesaid directors of
Sheng Dao Xiang Cheng or other persons.

Equity Pledge Agreements

Pursuant to the Equity Pledge Agreements, the equity holders of the relevant PRC Operating Entities
have unconditionally and irrevocably pledged and granted security interests over all of his/her/its
equity interest in the relevant PRC Operating Entities, together with all related rights thereto to
Sheng Dao Xiang Cheng as security for performance of the Structured Contracts. In addition, the
equity holders shall not, without the prior written consent of Sheng Dao Xiang Cheng, create
further pledge or encumbrance over the pledged equity interests.

School Sponsors’ Powers of Attorney

Pursuant to the School Sponsors’ Powers of Attorney executed by each of the school sponsors in
favor of Sheng Dao Xiang Cheng, each of the school sponsors authorized and appointed Sheng
Dao Xiang Cheng as his/her/its agent to act on his/her/its behalf to exercise or delegate the exercise
of all his/her/ its rights as school sponsor of our schools. For details of the rights granted, please
see “Structured Contracts — Operation of the Structured Contracts — Summary of the Material
Terms of the Structured Contracts — (4) School Sponsors’ and Directors’ Rights Entrustment
Agreement” in the Prospectus.

Sheng Dao Xiang Cheng shall have the right to further delegate the rights so granted to its
directors or other designated persons. Each of the school sponsors irrevocably agreed that the
authorization appointment in the School Sponsors’ Powers of Attorney shall not be invalid,
prejudiced or otherwise adversely affected by reason of Sheng Dao Xiang Cheng’s subdivision,
merger, winding up, consolidation, liquidation or other similar events. The School Sponsors’ Power
of Attorney shall constitute a part and incorporate terms of the School Sponsors’ and Directors’
Rights Entrustment Agreements.

Directors’ Powers of Attorney

Pursuant to the Directors’ Powers of Attorney executed by each of the directors or council members
of the relevant schools in favor of Sheng Dao Xiang Cheng, each of the appointees authorized and
appointed Sheng Dao Xiang Cheng as his/her/its agent to act on his/her/its behalf to exercise or
delegate the exercise of all his/her rights as directors or council members. For details of the rights
granted, please see “Structured Contracts — Operation of the Structured Contracts — Summary
of the Material Terms of the Structured Contracts — (4) School Sponsors’ and Directors’ Rights
Entrustment Agreement” in the Prospectus.
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Sheng Dao Xiang Cheng shall have the right to further delegate the rights so granted to its directors
or other designated persons. Each of the appointees irrevocably agreed that the authorization
appointment in the Directors’ Powers of Attorney shall not be invalid, prejudiced or otherwise
adversely affected by reason of Sheng Dao Xiang Cheng’s subdivision, merger, winding up,
consolidation, liquidation or other similar events. The Directors’ Powers of Attorney shall constitute
a part and incorporate terms of the School Sponsors’ and Directors’ Rights Entrustment Agreements.

Shareholders’ Power of Attorney

Pursuant to the Shareholders’ Power of Attorney executed by each of equity holders of the relevant
PRC Operating Entities in favor of Sheng Dao Xiang Cheng, each of the appointees authorized and
appointed Sheng Dao Xiang Cheng as his/her/its agent to act on his/her/its behalf to exercise or
delegate the exercise of all the rights as shareholders. For details of the rights granted, please see
“Structured Contracts — Operation of the Structured Contracts — Summary of the Material Terms
of the Structured Contracts — (5) Shareholders’ Rights Entrustment Agreement” in the Prospectus.

Sheng Dao Xiang Cheng shall have the right to further delegate the rights so granted to its directors
or other designated persons. Each of the appointees irrevocably agreed that the authorization
appointment in the Shareholders’ Power of Attorney shall not be invalid, prejudiced or otherwise
adversely affected by reason of Sheng Dao Xiang Cheng’s subdivision, merger, winding up,
consolidation, liquidation or other similar events. The Shareholders’ Power of Attorney shall
constitute a part and incorporate terms of the Shareholders’ Rights Entrustment Agreements.

Spouse Undertakings

Pursuant to the Spouse Undertakings, the respective spouse of each of Mr. Li Yunong and Ms.
Luo Xinlan, the Registered Shareholders, has irrevocably undertaken that:

(1) the spouse has full knowledge of and has consented to the entering into of the Structured
Contracts by the relevant Registered Shareholder, whether as a contractual party or not,
and in particular, the arrangement as set out in the Structured Contracts in relation to the
equity interest and/or school sponsor’s interest in the PRC Operating Entities, including but
not limited to any restrictions imposed, pledge or transfer or the disposal in any other forms;

(2) the spouse has not, is not and shall not in the future participate in the operation,
management,liquidation, dissolution or other matters in relation to the PRC Operating
Entities; and

(3) the spouse authorizes the respective Registered Shareholder and/or his/her authorized person
to execute all necessary documents and perform all necessary procedures from time to time
for and on behalf of the spouse in order to safeguard the interest of Sheng Dao Xiang Cheng
under the Structured Contracts and give effect to the fundamental purposes thereunder, and
confirms and agrees to all such documents and procedures.

The Spouse Undertakings shall have the same terms as and incorporate the terms of the Business
Cooperation Agreements.
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E.

Business Activities of PRC Operating Entities and Their Significance and Financial
Contributions to the Group

The main business activities of the PRC Operating Entities are to provide services to a wide range of
students from preschool students enrolled in kindergartens of the Group, to general high school education
students enrolled in the Group’s high schools, to junior college, secondary college and continuing
education students enrolled in the college of the Group. In addition to our primary business of private
education, we also conducted online to offline education services.

Pursuant to the Structured Contracts, the Group obtains control over and derives the economic benefits
from the PRC Operating Entities. The table below sets out the financial contribution of the PRC Operating
Entities to the Group:

Significance and financial contribution to the Group

Revenue for the Net profit for Total assets

year ended the year ended as at
31 December 31 December 31 December
2023 2023 2023

PRC Operating Entities 100% 107% 91%

Revenue and Assets Involved in Structured Contracts

The table below sets out (i) revenue; and (ii) total assets involved in the PRC Operating Entities as at 31
December 2023, which would be consolidated into the Group’s financial statements pursuant to the
Structured Contracts:

Significance and financial
contribution to the Group

Revenue Total assets
RMB'000 RMB'000

PRC Operating Entities 420,028 2,106,104

Regulatory Framework

(1) Preschool, general high school and Higher Education, Academic Non-credential and Secondary
Vocational Education

On 27 December 2021, the National Development and Reform Commission of the PRC and the
Ministry of Commerce of the PRC jointly promulgated the Special Administrative Measures for
Access of Foreign Investment (Negative List) (2021 Edition) (9N & AR E M 1 (B E)S E)
(20214 Hr)) (the “Negative List”), which became effective on 1 January 2022. Pursuant to the
Negative List, the provision of preschool, general high school and higher education in the PRC falls
within the “restricted” category. In particular, the Negative List explicitly restricts the participation
of foreign-invested entities in preschool, general high school and higher education to Sino-foreign
cooperation, which means that foreign investors may only operate educational institutions offering
preschool, general high school and higher education through joint ventures with PRC incorporated
entities that are in compliance with the Sino-foreign Regulations. In addition, the Negative List
also provides that the domestic party shall play a dominant role in the Sino-foreign cooperation,
meaning that (a) the principal or chief executive officer of the schools shall be a PRC national;
and (b) the representative of the domestic party shall account for no less than half of the total
members of the board of directors, the executive council or the joint administration committee of
the Sino-foreign cooperative educational institution (the “Foreign Control Restriction”).
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In relation to the interpretation of Sino-foreign cooperation, pursuant to the Regulation on
Sinoforeign Cooperation in Operating Schools of the PRC ( {#ZE AR ELFIBI R INE 1EDFEIER]) )
(the “Sino-Foreign Regulations”), if the Company was to apply for any of the schools for PRC
students that is operated by the Group to be reorganized as a Sino-foreign joint venture private
school (“Sino- Foreign Joint Venture Private School”), the foreign investor in the Sino-Foreign
Joint Venture Private School must be a foreign educational institution with relevant qualification and
high quality of education. Furthermore, pursuant to the Implementation Opinions on Encouraging
and Guiding Private Fund’s Entry into the Education Sector and Promoting Healthy Development
of Private Education ( (AR EXEIME| ERHEE S EAHE R RERNHBEREZENERER) )
promulgated by the MOE on 18 June 2012 (“Implementation Opinions”), the foreign portion
of the total investment in a Sino-Foreign Joint Venture Private School should be below 50% (the
“Foreign Ownership Restriction”). As advised by our PRC legal advisor, the establishment of a
Sino-Foreign Joint Venture Private School offering preschool education is subject to the approval
of education authorities at the provincial level, and the establishment of a Sino-Foreign Joint
Venture Private School offering junior college education is subject to the approval of education
authorities and government at the provincial level and the establishment of a Sino-Foreign Joint
Venture Private School offering undergraduate education or above is subject to the approval of
education authorities at the national level.

As at the date of this annual report, as advised by our PRC legal advisor, the Company does not
meet the above qualification requirement since the Company has no experience in operating a
school outside the PRC. In addition, it is not practicable for the Company to seek to reorganize
any of the PRC Operating Entities as a Sino-Foreign Joint Venture Private School.

The Company has taken particular plans and commenced to implement specific measures, while
the Company believes that such plans and measures had considerable significance in striving to
demonstrate their compliance with the above qualification requirement. Please also refer to the
section headed “Structured Contracts” in the Prospectus for details of the efforts and actions made
by the Group in accordance with the above qualification requirement.

As advised by our PRC legal advisor, none of the implementation regulations related to the above
qualification requirement was updated since the Listing Date up to the date of this annual report.

Online to Offline (“020") Education Services

In addition to our primary business of private education, we also conducted 020 education services,
which are considered value-added telecommunications services in the PRC, through Xin Tian Di
Xian, which has obtained the ICP License required for carrying out value-added telecommunications
services and operating our 020 education services. The PRC laws and regulations currently restrict
foreign ownership in enterprises providing value-added telecommunications services.

As advised by our PRC legal advisor, according to the Negative List, the foreign investors are
prohibited from holding more than 50% equity interest in the value-added telecommunications
services offered by Xin Tian Di Xian. According to the Regulations for the Administration of Foreign-
Invested Telecommunications Enterprises (revised in 2022) MR EBELEEIERTF (202245
1£3])) (“FITE Regulations”), foreign investors are not allowed to hold more than 50% equity
interest in a company providing value-added telecommunications services, including ICP services.
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In order to comply with the PRC laws and regulations while availing the Company to the international
capital markets and maintaining effective control over Xin Tian Di Xian, the Company adopts the
Structured Contracts to gain effective control over, and receive all the economic benefits generated
by the business currently operated by the PRC Operating Entities, and consolidate the financial
and results of operations of the PRC Operating Entities as if they were wholly-owned subsidiaries
of the Group.

(3)  Foreign Investment Law

On 15 March 2019, the Foreign Investment Law was formally adopted by the 13th National
People’s Congress, which took into force from 1 January 2020. The Foreign Investment Law
does not explicitly stipulate contractual arrangement constitutes a form of foreign investment. As
advised by our PRC legal advisor, as contractual arrangement is not classified as an investment
under the Foreign Investment Law, and if contractual arrangement is not included as a form of
foreign investment into future laws, administrative regulations or provisions of the State Council,
the Structured Contracts of the Company as a whole and the various agreements underlying the
Structured Contracts will not be affected. Despite the above, the Foreign Investment Law stipulates
that foreign investments include “investments made by foreign investors in the manners prescribed
by laws, administrative regulations or otherwise by the State Council”. Therefore, future laws,
administrative regulations or provisions of the State Council may regard contractual arrangement
as a form of foreign investment, and it is uncertain whether the Company’s Structured Contracts
will be recognized as foreign investments, whether they will be considered as violating foreign
investment access requirements and how the above Structured Contracts will be handled. As
such, there is no assurance that the Company’s Structured Contracts and the business of the PRC
Operating Entities will not be materially and adversely affected in the future.

Save as disclosed above, the Company and the Board, after consulting our PRC legal advisor,
believes that there is no other up-to-date information on the Foreign Investment Law.

Risks Associated with the Arrangements and the Actions Taken to Mitigate the Risks

Foreign investment in the education industry in China is extensively regulated and subject to numerous
restrictions. Under the Foreign Investment Catalog, preschool education, general high school education
and higher education are restricted industries for foreign investors, and foreign investors are only allowed
to invest in preschool education, general high school education and higher education in cooperative
ways and the domestic party shall play a dominant role in the cooperation. Furthermore, under the
Implementation Opinions of the MOE on Encouraging and Guiding the Entry of Private Capital in the
Fields of Education and Promoting the Healthy Development of Private Education ( (B EEIFI 5| E R
MESHEAHBEELRERKBERRERENEHEER) ), which was issued by the MOE on 18 June
2012, the foreign portion of the total investment in a Sino-foreign joint venture private school should
be below 50%. According to relevant regulations and as confirmed by the Commission of Education in
Hebei Province, the foreign investors invested in preschool education, general high school education,
higher education, academic noncredential and secondary vocational education must be foreign educational
institutions with relevant qualification and experience.

In addition to our primary business of private education, we also conducted 020 education services,
which considered as value-added telecommunications services in the PRC, through Xin Tian Di Xian,
and it has obtained the ICP License required for carrying out value-added telecommunications services
and operating our 020 education services. The PRC laws and regulations currently restrict foreign
ownership in enterprises providing value-added telecommunications services. Applications for value-added
telecommunications business submitted by enterprises that fail to provide proof of foreign investors’
experience in operating telecommunications business in accordance with the requirements of the Guidance
Memorandum will not be approved.
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Accordingly, foreign investment in preschools, general high school and higher education, academic non-
credential and secondary vocational education, and 020 education services is not prohibited. However,
Sheng Dao Xiang Cheng, a subsidiary of the Company, is ineligible to independently or jointly operate
preschools, general high school and higher education, academic non-credential and secondary vocational
education, and 020 education services. Accordingly, the Company has been and will continue to be
dependent on our Structured Contracts to operate its businesses.

Please also refer to the section headed “Risk Factors — Risks Relating to Our Structured Contracts” in
the Prospectus.

The Group has adopted the following measures to ensure the effective operation of the Group with the
implementation of and compliance with the Structured Contracts:

(a)

major issues arising from the implementation and compliance with the Structured Contracts or any
regulatory enquiries from government authorities shall be submitted to the Board, if necessary, for
review and discussion on an occurrence basis;

the Board shall review the overall performance of and compliance with the Structured Contracts
at least once a year;

the Company shall disclose the overall performance and compliance with the Structured Contracts
in its annual reports and interim reports to update the Shareholders and potential investors;

the Company and the Directors have undertaken to provide periodic updates in the annual and
interim reports regarding the qualification requirements and the status of compliance with the
Foreign Investment Law, including the latest relevant regulatory development, as well as the plan
and progress towards demonstrating compliance with the qualification requirements;

the Company shall disclose, as soon as possible (i) any updates of changes to the Foreign Investment
Law that will materially and adversely affect the Company as and when they occur; and (i) a clear
description and analysis of the Foreign Investment Law as implemented, specific measures taken by
the Company to fully comply with the Foreign Investment Law supported by a PRC legal opinion
and any material impact of the Foreign Investment Law on the operations and financial position
of the Company; and

the Company shall engage external legal advisors or other professional advisors, if necessary, to
assist the Board to review the implementation of the Structured Contracts and the legal compliance
of Sheng Dao Xiang Cheng and the PRC Operating Entities to deal with specific issues or matters
arising from the Structured Contracts.
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In addition, notwithstanding that Mr. Li Yunong is also one of the Registered Shareholders, the Company
believes that the Directors are able to perform their roles in the Group independently and the Group is
capable of managing its business independently under the following measures:

(@) the decision-making mechanism of the Board as set out in the Articles of Association includes
provisions to avoid conflict of interest by providing, amongst other things, that in the event of
conflict of interest in such contract or arrangement which is material, a Director shall declare the
nature of his or her interest at the earliest meeting of the Board at which it is practicable for him
or her to do so, and if he or she is to be regarded as having material interest in any contracts or
arrangements, such Director shall abstain from voting and not be counted in the quorum;

(b) each of the Directors is aware of his or her fiduciary duties as a Director which requires, amongst
other things, that he or she acts for the benefits and in the best interests of the Group;

(¢)  the Company has appointed three independent non-executive Directors, comprising more than
one-third of the Board, to provide a balance of the number of interested and independent non-
executive Directors with a view to promoting the interests of the Company and the Shareholders
as a whole; and

(d) the Group will disclose in its announcements, circulars, annual and interim reports in accordance
with the requirements under the Listing Rules regarding decisions on matters reviewed by the
Board (including independent non-executive Directors) relating to any business or interest of each
Director and his/her associates that competes or may compete with the business of the Group and
any other conflicts of interest which any such person has or may have with the Group.

G. Material Changes

Save as disclosed above, as at the date of this annual report, there were no material changes in the
Structured Contracts and/or the circumstances under which the Structured Contracts were adopted.

H. Unwinding of the Structured Contracts

As at the date of this annual report, there has not been any unwinding of any Structured Contracts,
nor has there been any failure to unwind any Structured Contracts when the restrictions that led to
the adoption of the Structured Contracts are removed. For more details, please refer to the section
headed “Structured Contracts — Circumstances in Which We Will Unwind the Structured Contracts”
of the Prospectus. In the event that the PRC regulatory environment changes and all of the qualification
requirements, the foreign ownership restrictions and the foreign control restrictions are removed (and
assuming there are no other changes in the relevant PRC laws and regulations), Sheng Dao Xiang Cheng
will exercise the Equity Call Option in full to unwind the contractual arrangements so that the Company
will be able to directly operate the schools without using the Structured Contracts.

2. 2023 Entrustment Agreement

On 8 November 2022, Shijiazhuang Institute of Technology entered into the 2023 Entrustment Agreement (the
“2023 Entrustment Agreement”) with Lionful Education for a term from 1 January 2023 to 31 December
2025. Pursuant to the 2023 Entrustment Agreement, Lionful Education engaged Shijiazhuang Institute of
Technology, which has sufficient campus management capability, to implement the key school operation and
student administration of west campus of Sifang College. The principal terms of which are summarized as
follows:

1. Lionful Education entrusts Shijiazhuang Institute of Technology to implement the teaching and operation
of west campus of Sifang College under the joint schooling arrangement, and pays Shijiazhuang Institute
of Technology the entrustment fee, and Shijiazhuang Institute of Technology guarantees the normal
operation of west campus of Sifang College.
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2. Shijiazhuang Institute of Technology is responsible for, among others, organizing teaching according to
Sifang College’s training plan and curriculum syllabus, assessment of students, ensuring the quality of
teaching and management of the teaching premises.

3. Shijiazhuang Institute of Technology has the right to obtain entrustment fees in a timely and reasonable
manner. The entrustment fee shall be confirmed and settled every month.

4. The yearly entrustment fee is 65% of the tuition generated by west campus of Sifang College. Such
rate represents the amount of revenue generated from west campus of Sifang College’s tuition to which
Lionful Education is entitled as agreed between Lionful Education and Shijiazhuang Tiedao University
pursuant to the joint schooling arrangement.

The entrustment fee was determined through arm’s length negotiation between Lionful Education and the
Group, taking into account factors including the reputation of Shijiazhuang Tiedao University and the capacity
and quality of school facilities provided by Lionful Education to west campus of Sifang College for its operations.

For each of the three years ending 31 December 2025, the annual caps of the 2023 Entrustment Agreement
are no more than RMB27.0 million, RMB27.0 million and RMB27.0 million, respectively.

The proposed annual caps were determined with reference to (i) the historical amounts of the revenue generated
from tuition from west campus of Sifang College; (ii) the reputation of Shijiazhuang Tiedao University and the
capacity and quality of school facilities provided by Lionful Education to west campus of Sifang College for its
operations; and (iii) the expected growth in number of students and tuition of west campus of Sifang College.

As at 8 November 2022, Lionful Education is controlled by Mr. Li Yunong and Ms. Luo Xinlan as to approximately
80.625% and 19.375%, respectively. Pursuant to Rule 14A.07(1) of the Listing Rules, Mr. Li Yunong, one of
the controlling shareholders, and Ms. Luo Xinlan, one of the controlling shareholders, are both connected
persons of the Company. Lionful Education is a 30%-controlled company (as defined in Rule 14A.12(1)(c)
of the Listing Rules) held directly by connected persons (as defined in Rule 14A.07(1) of the Listing Rules),
and hence an associate of Mr. Li Yunong and Ms. Luo Xinlan and a connected person of the Company.
As the applicable percentage ratios for the 2023 Entrustment Agreement exceeds 5%, the transactions
contemplated thereunder constitute continuing connected transactions of the Company which are subject
to the announcement, reporting, annual review and Independent Shareholders’ approval requirements under
Chapter 14A of the Listing Rules.

The 2023 Entrustment Agreement and the transactions contemplated thereunder were approved by the
independent Shareholders at the extraordinary general meeting of the Company held on 23 December 2022.
For further details, please refer to the announcement of the Company dated 8 November 2022 and the circular
of the Company dated 6 December 2022.

On 12 July 2023, Ms. Luo Xinlan transferred her entire shareholding in Lionful Education, amounting to 19.375%
of Lionful Education’s registered capital; and Mr. Li transferred 75.625% of his shareholding in Lionful Education,
to Beijing New Youth Culture Media Co., Ltd.* Qt ¥ B FRRULEEBRAF]). As at the date of this
annual report, Lionful Education is owned as to approximately 95% by Beijing New Youth Culture Media Co.,
Ltd.* (AL REFFERRUEEEBR A F) and 5% by Mr. Li. As such, Lionful Education no longer constitute
a connected person of the Company under the Listing Rules and the transactions contemplated under the
2023 Entrustment Agreement will no longer constitute continuing connected transactions of the Company.
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Confirmation of Independent Non-executive Directors

The independent non-executive Directors have reviewed the abovementioned continuing connected transactions
and confirmed that such transactions were:

(1)  entered into in the ordinary and usual course of business of the Group;
(2) conducted on normal commercial terms; and

(3) carried out according to the relevant agreements governing such transactions on fair and reasonable
terms and in the interest of the Shareholders as a whole.

In particular, the independent non-executive Directors have reviewed the Structured Contracts and confirmed
that:

(1) the transactions carried out during the year ended 31 December 2023 were entered into in accordance
with the relevant provisions of the Structured Contracts, and were operated so that the profit generated
by the PRC Operating Entities was substantially retained by the Group;

(2)  no dividends or other distributions were made by the PRC Operating Entities to the equity holders of
its school sponsor which were not otherwise subsequently assigned or transferred to the Group; and

(3)  the Structured Contracts and if any, any new contracts entered into, renewed or reproduced between
the Group and the PRC Operating Entities during the year ended 31 December 2023 were fair and
reasonable or advantageous to the Shareholders and the Group, and in the interests of the Shareholders
as a whole.

Confirmation of the Company’s Auditor

ZHONGHUI ANDA CPA Limited, the Company’s auditor, was engaged to report on the Group’s continuing
connected transactions in accordance with Hong Kong Standard on Assurance Engagements 3000 “Assurance
Engagements Other than Audits or Reviews of Historical Financial Information” and with reference to Practice
Note 740 (Revised) “Auditor’s Letter on Continuing Connected Transactions under the Hong Kong Listing
Rules” issued by the Hong Kong Institute of Certified Public Accountants.

The Company's auditor has performed certain pre-determined review procedures in respect of the continuing
connected transactions of the Group set out above for the year ended 31 December 2023, and reported to
the Board that:

(1) nothing has come to its attention that causes it to believe that such continuing connected transactions
have not been approved by the Board;

(2)  for transactions involving the provision of goods or services by the Company, nothing has come to its
attention that causes it to believe that such continuing connected transactions were not, in all material
respects, in accordance with the pricing policies of the Group;
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(3)  nothing has come to its attention that causes it to believe that such continuing connected transactions
were not entered into, in all material respects, in accordance with relevant agreements governing the
transactions;

(4) in respect of the transactions under the Structured Contracts, no dividends or other distributions have
been made by the PRC Operating Entities to the Registered Shareholders which are not otherwise
subsequently assigned or transferred to the Group; and

(5) in respect of such continuing connected transactions other than the transactions under the Structured
Contracts, nothing has come to its attention that causes it to believe that the transaction amounts
exceeded the annual caps.

The Company confirmed that it had complied with the disclosure requirements under Chapter 14A of the
Listing Rules during the year ended 31 December 2023.

e RELATED PARTY TRANSACTIONS

Details of the related party transactions entered into by the Group during the year ended 31 December 2023 are
set out in note 36 to the consolidated financial statements.

The transaction with Lionful Education as set out under note 36(d) of the consolidated financial statements refers
to a continuing connected transaction of the Company, whereby the Group provided college operation services
to Lionful Education in connection with the operation of the west campus of Sifang College. Please refer to the
paragraphs headed “Non-exempt Continuing Connected Transactions — 2. 2023 Entrustment Agreement” above,
the announcement of the Company dated 8 November 2022 and the circular of the Company dated 6 December
2022, for further details.

Save as disclosed above, and other than Handan Meijia Youbao Education Consulting Co., Ltd.* (HSEBTHEKE
EHEHAABMRAR]), which is not a connected person of the Company within the meaning of the Listing Rules,
the rest of the related party transactions conducted in the year ended 31 December 2023 constituted connected
transactions or continuing connected transactions of the Group as defined in the Listing Rules, but are fully exempt
from the reporting, annual review, announcement, circular and independent shareholders’ approval requirements
applicable under Chapter 14A of the Listing Rules.

e MODEL CODE

The Company has adopted the Model Code as its own code of conduct regarding Directors’ securities transactions.
Upon specific enquiries to all the Directors, each of them has confirmed that he/she complied with the requirements
set out in the Model Code during the year ended 31 December 2023.

By order of the Board
Li Yasheng
Chairman

Hong Kong, 28 March 2024
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The Board is pleased to present the corporate governance report set out in the annual report of the Company for the
year ended 31 December 2023.

e CORPORATE GOVERNANCE PRACTICES

The Group is committed to maintaining high standards of corporate governance to safeguard the interests of the
Shareholders and to enhance corporate value and accountability. The Company has adopted the CG Code as its
own code of corporate governance.

For the year ended 31 December 2023, the Company has complied with all applicable code provisions under Part 2
of the CG Code and adopted most of the recommended best practices set out therein. The Company will continue
to review and monitor its corporate governance practices to ensure the compliance with the CG Code.

e RESPONSIBILITIES OF THE BOARD

The Board is responsible for the overall leadership of the Group, oversees the Group's strategic decisions and
monitors business and performance. The Board has delegated the authority and responsibility for day-to-day
management and operation of the Group to the senior management of the Group. To oversee particular aspects
of the Company’s affairs, the Board has established three Board committees including the Audit Committee,
the Remuneration Committee and the nomination committee of the Company (the “Nomination Committee”)
(together, the “Board Committees”). The Board has delegated to the Board Committees responsibilities as set
out in their respective terms of reference.

All Directors shall ensure that they carry out duties in good faith, in compliance with applicable laws and regulations,
and in the interests of the Company and its Shareholders at all times. The Company has purchased appropriate
liability insurances for the legal proceedings that the Directors may be involved in, and will review the insurance
coverage on a yearly basis.

e BOARD COMPOSITION

As at 31 December 2023, the Board comprised one non-executive Director, three executive Directors and three
independent non-executive Directors detailed as follows:

Non-executive Director:

Mr. Li Yasheng (Chairman)

Executive Directors:

Ms. Liu Hongwei
Mr. Ren Caiyin
Ms. Yang Li

Independent non-executive Directors:

Mr. Guo Litian
Mr. Yao Zhijun
Mr. Wan Joseph Jason

Biographies of the Directors are set out in the section headed “Directors and Senior Management” in this annual
report.
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For the year ended 31 December 2023, the Board has complied with the requirements under Rule 3.10(1) and Rule
3.10(2) of the Listing Rules that at least three independent non-executive directors shall be appointed with at least
one independent non-executive director possessing appropriate professional qualifications or accounting or relevant
financial management expertise. The Company has also complied with the requirements under Rule 3.10A of the
Listing Rules that the number of independent non-executive directors appointed shall be equivalent to one-third
of the number of board members.

Each of the independent non-executive Directors has confirmed his independence pursuant to Rule 3.13 of the
Listing Rules and the Company considers each of them to be independent.

Save as disclosed in the biographies of the Directors as set out in the section headed “Directors and Senior
Management” of this annual report, none of the Directors has any personal relationship (including financial, business,
family or other material/relevant relationship) with any other Directors or any chief executive of the Company.

All Directors, including the independent non-executive Directors, have brought a wide spectrum of valuable business
experience, knowledge and expertise to the Board for its efficient and effective functioning. Independent non-
executive Directors are invited to serve in the Audit Committee, the Remuneration Committee and the Nomination
Committee. The independent non-executive Directors are responsible for maintaining high standards of supervision of
the Company, balancing the powers of the Board and exercising effective and independent judgement on company
actions and operations. The Company has developed a mechanism to ensure that independent views and opinions
are available to the Board. All independent non-executive Directors have devoted sufficient time to attend all the
Board meetings and all the Board Committee meetings which he/she is a member and have shared their views and
opinions through the meetings. Chairman of the Board also had a private meeting with independent non-executive
Directors without the presence of other Directors to listen the independent views on issues concerning the Group
during the reporting period. Upon reasonable request, independent professional advice would be provided to the
independent non- executive Directors to assist them to perform their duties to the Company. The Board has confirmed
that the implementation and effectiveness of the independent non-executive Directors in providing independent
opinions and advice to the Board for the year ended 31 December 2023.

As regards the code provisions under the CG Code requiring Directors to disclose the number and nature of offices
held in public companies or organisations and other significant commitments as well as their identities and the time
involved to the issuer, the Directors have agreed to disclose their commitments to the Company in a timely manner.

INDUCTION AND CONTINUOUS PROFESSIONAL DEVELOPMENT

All newly appointed Directors would be provided with necessary induction training and information to ensure that
they have a proper understanding of the Company’s operations and businesses as well as their responsibilities
under relevant statutes, laws, rules and regulations. The Company also arranges regular seminars to provide the
Directors with updates on the latest development and changes in the Listing Rules and other relevant legal and
regulatory requirements from time to time. The Directors are also provided with regular updates on the Company’s
performance, position and prospects to enable the Board as a whole and each Director to discharge their duties.

All Directors are encouraged by the Company to participate in continuous professional development to develop and

refresh their knowledge and skills. From time to time, the joint company secretaries of the Company update and
provide the Directors with written training materials in relation to their roles, functions and duties.
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A summary of training received by the Directors for the year ended 31 December 2023 according to the information
provided by the Directors is as follows:

Name of Director Nature of continuous professional development program®

Executive Directors:

Mr. Li Yunong®? A/B/C/D
Ms. Liu Hongwei A/B/C/D
Mr. Ren Caiyin A/B/C/D
Ms. Yang Li A/B/C/D

Non-executive Director:
Mr. Li Yasheng® A/B/C/D

Independent non-executive Directors:

Mr. Guo Litian A/B/C/D

Mr. Yao Zhijun A/B/C/D

Mr. Wan Joseph Jason A/B/C/D
Notes:

(1) A: attending seminars and/or conferences and/or forums and/or briefings; B: making speeches at seminars and/or conferences and/or forums;
C: participating in trainings provided by law firms and that relating to the business of the issuer; D: reading materials on various topics,

including corporate governance, directors’ duties, Listing Rules and the amendments to other relevant laws.
(2) Mr. Li Yunong retired as an executive Director and the chairman of the Board on 30 June 2023.

(3) Mr. Li Yasheng was redesignated from executive Director to non-executive Director on 30 June 2023.

e CHAIRMAN AND CHIEF EXECUTIVE OFFICER

In accordance with the code provision C.2.1 of the CG Code, the roles of chairman of the Board and chief executive
officer should be separate and should not be performed by the same individual.

Mr. Li Yasheng acts as the chairman of the Board. Ms. Liu Hongwei acts as the chief executive officer of the
Company (the “Chief Executive Officer”). The chairman of the Board is responsible for the overall formulation
of business strategy and guidance of development of the Group, and the Chief Executive Officer is responsible for
the overall operations and development of the Group, thus separating these two different positions by function.

e APPOINTMENT OF DIRECTORS

Ms. Liu Hongwei, Mr. Ren Caiyin and Ms. Yang Li have each entered into a service contract with the Company for
a term of three years commencing on the Listing Date, which may be renewable automatically for three years and
subject to termination in accordance with the provisions of the service contract. Mr. Li Yasheng has entered into
a service contract with the Company for a term of three years commencing on 30 June 2023 and will remain in
effect, subject to termination in accordance with the provisions of the service contract.

Mr. Guo Litian and Mr. Yao Zhijun have each entered into a letter of appointment with the Company for a term
of one year commencing on the Listing Date and will remain in effect, subject to termination in accordance with
the provisions of the letter of appointment. Mr. Wan Joseph Jason has entered into a letter of appointment with
the Company for a fixed term of one year commencing on 6 March 2019 and will remain in effect, subject to
termination in accordance with the provisions of the letter of appointment.

None of the Directors has entered into any service contract with the Group which is not determinable by the
Company within one year without payment of compensation (other than statutory compensation).
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BOARD MEETINGS

The Company has adopted the practice of holding Board meetings regularly, at least four times a year, and at
approximately quarterly intervals. Notices of no less than fourteen days are given for regular Board meetings to
provide all Directors with an opportunity to attend and include matters in the agenda for a regular meeting.

For other Board meetings and Board Committee meetings, reasonable notice will be given by the Company. The
agenda and accompanying board documents included in the notice of meetings are dispatched at least three days
before the date of the Board meetings or Board Committee meetings to ensure that the Directors have sufficient
time to review the documents and be adequately prepared for the meetings. When the Directors or the Board
Committee members are unable to attend a meeting, they will be advised of the matters to be discussed and given
an opportunity to make their views known to the chairman of the Board prior to the meeting. Minutes of meetings
shall be kept by the joint company secretaries with copies circulated to all Directors for reference and records.

Minutes of the Board meetings and Board Committee meetings are recorded in sufficient detail on the matters
considered by the Board and the Board Committees and the decisions reached, including any concerns raised by
the Directors. Draft minutes of each Board meeting and Board Committee meeting are/will be sent to the Directors
for their consideration within a reasonable time after the date on which the meeting is held. The minutes of Board
meetings are open for inspection by the Directors.

For the year ended 31 December 2023, the Company held 4 Board meetings and one annual general meeting.
Attendance of individual Directors at Board meetings and the general meetings are set out in the table below:

Number of actual

attendance at

Number of actual annual general
attendance at Board meeting/Number of
meetings/Number of required attendance

required attendance at annual general

Director at Board meetings meeting
Executive Directors:
Mr. Li Yunong 2/2 1Al
Ms. Liu Hongwei 4/4 171
Mr. Ren Caiyin 4/4 11
Ms. Yang Li 4/4 11
Non-executive Director:
Mr. Li Yasheng® 4/4 171
Independent non-executive Directors:
Mr. Guo Litian 4/4 11
Mr. Yao Zhijun 4/4 11
Mr. Wan Joseph Jason 4/4 11

Note:

(1) Mr. Li Yunong retired as an executive Director and the chairman of the Board on 30 June 2023.

(2) Mr. Li Yasheng was redesignated from executive Director to non-executive Director on 30 June 2023.
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MODEL CODE FOR SECURITIES TRANSACTIONS

The Company has adopted the Model Code as its own code of conduct regarding Directors’ securities transactions.
Specific enquiries have been made to all the Directors and each of the Directors has confirmed that he/she has
complied with the code provisions of the Model Code during the year ended 31 December 2023.

For the year ended 31 December 2023, the Company also adopted its own code of conduct regarding employees’
securities transactions on terms no less exacting than the standards set out in the Model Code for the compliance
by its relevant employees who are likely to be in possession of unpublished inside information of the Company in
respect of their dealings in the Company’s securities.

DELEGATION BY THE BOARD

The Board reserves for its decision on all major matters of the Company, including approval and monitoring of all
policy matters, overall strategies and budgets, internal control and risk management systems, material transactions
(in particular those that may involve conflict of interests), financial information, appointment of Directors and other
significant financial and operational matters. Directors will have recourse to seek independent professional advice
in performing their duties at the Company’s expense. Directors are encouraged to consult with the Company’s
senior management independently.

The daily management, administration and operation of the Group are delegated to the senior management of the

Company. The delegated functions and responsibilities are periodically reviewed by the Board. Approval has to be
obtained from the Board prior to any significant transactions entered into by the senior management of the Company.

CORPORATE GOVERNANCE FUNCTIONS

The Board recognizes that corporate governance should be the collective responsibility of the Directors, and their
corporate governance functions include:

(1) to develop and review the Company’s policies and practices on corporate governance and to make
recommendations to the Board and report on relevant matters;

(2)  to review and monitor the training and continuous professional development of the Directors and senior
management of the Company;

(3) to review and monitor the Company’s policies and practices on compliance with legal and regulatory
requirements;

(4)  to develop, review and monitor the code of conduct and compliance manual applicable to the employees and
the Directors;

(5)  to review the Company’s compliance with the CG Code and disclosure in the corporate governance report;
and

(6) to review and monitor the Company’s compliance with the its whistleblowing policy.
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BOARD COMMITTEES

e Audit Committee

For the year ended 31 December 2023, the Audit Committee comprised three members, namely Mr. Yao Zhijun
(chairman), Mr. Guo Litian and Mr. Wan Joseph Jason, all of whom are independent non-executive Directors.

The main duties and responsibilities of the Audit Committee are as follows:

(1)  to assure that adequate internal controls are in place and followed;

(2) to assure that appropriate accounting principles and reporting practices are followed;

(3) to provide liaison among the Shareholders, management of the Company, the authorized independent
auditors (the “External Auditor”), internal auditors or any person responsible for internal audit function
(the “IA People”),

(4) to consider the qualifications and independence of the External Auditor;

(5) to satisfy itself as to compliance with any applicable legal requirements;

(6) to review the representations related to corporate on audit and control made to External Auditor, IA
People and to the Shareholders;

(7)  to ensure itself that good accounting and audit policy, internal control, code of conduct and proper
business ethics have been followed;

(8) to contribute towards a climate of discipline, risk management awareness and control within the Group;
and

(9) to perform any other duties as delegated by the Board.

The written terms of reference of the Audit Committee are available for inspection on the websites of the
Stock Exchange and the Company.

For the year ended 31 December 2023, the Audit Committee held 6 meetings. A summary of work performed
by the Audit Committee is as follows:

o reviewed the annual results of the Company and its subsidiaries for the current financial year and the
audit report prepared by the External Auditor on accounting matters and significant findings during the
audit;

o reviewed the interim results of the Company and its subsidiaries for the six months ended 30 June 2023,
and

o reviewed the financial reporting system, compliance procedures, internal control (including whether the
resources, qualifications, training courses and budgets for employees of the accounting and financial
reporting departments of the Company were sufficient), risk management system and procedures, the
re-appointment of the External Auditor, and the effectiveness of internal audit.

The Board had not deviated from any recommendations made by the Audit Committee regarding the selection,
appointment, retirement or removal of the External Auditor.
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Attendance of the members of the Audit Committee at the meetings is set out in the table below:

Number of

attendance/

number of

Name of Director meetings
Mr. Yao Zhijun 6/6
Mr. Guo Litian 6/6
Mr. Wan Joseph Jason 6/6

° Nomination Committee

For the year ended 31 December 2023, the Nomination Committee comprised three members, namely one
non-executive Director, Mr. Li Yasheng (chairman, with effect from 30 June 2023), and two independent
non-executive Directors, Mr. Yao Zhijun and Mr. Wan Joseph Jason. Mr. Li Yunong retired as the chairman
of the Nomination Committee on 30 June 2023. The main duties and responsibilities of the Nomination
Committee are as follows:

(1)

to review the structure, size and diversity (including without limitation, gender, age, cultural and
educational background, race, professional experience, skills, knowledge and length of service) of the
Board at least annually and make recommendations on any proposed changes to the Board to complement
the Company’s strategy;

to identify individuals suitably qualified to become Directors and select or make recommendations to
the Board on the selection of individuals nominated for directorships. In identifying suitable candidates,
the Nomination Committee shall consider candidates on merit, and whether they possess the skills,
knowledge and experience required by the Company’s business strategies. It shall also consider the
integrity, commitment of time and effort as well as the ability to perform the duties of the candidates,
and against the objective criteria, with due regard for the benefits of diversity of the Board,

to assess the independence of independent non-executive Directors; and

to make recommendations to the Board on the appointment or re-appointment of Directors and succession
planning for Directors, in particular the chairman and the Chief Executive Officer, taking into account
the Company’s corporate strategy and the mix of skills, knowledge, experience and diversity needed in
the future.

The written terms of reference of the Nomination Committee are available for inspection on the websites of
the Stock Exchange and the Company.

During the year ended 31 December 2023, the Nomination Committee held two meetings. The work performed
by the Nomination Committee is summarized as follows:

The Nomination Committee reviewed the structure, size and composition of the Board. The Nomination
Committee also reviewed the Board Diversity Policy and considered the re-election of the retiring Directors.
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Attendance of the members of the Nomination Committee at the meeting is set out in the table below:

Number of

attendance/

number of

Name of Director meetings
Mr. Li Yunong® 2/2
Mr. Li Yasheng? 0/0
Mr. Yao Zhijun 2/2
Mr. Wan Joseph Jason 2/2

Notes:
(1) Mr. Li Yunong retired as the chairman of the Nomination Committee on 30 June 2023.

(2) Mr. Li Yasheng was appointed as the chairman of the Nomination Committee on 30 June 2023.

Board Diversity Policy and Nomination Policy

Purposes
(1) to guide the Board in relation to appointment/re-appointment/removal of Directors;

(2)  to devise criteria for performance evaluation of the independent non-executive Directors and the Board
as a whole; and

(3)  to devise a policy on the size and composition of the Board taking into account the suitability, diversity
and balance in terms of experience, knowledge, skills and judgment of the Directors.

Board Diversity

The Nomination Committee has formulated the “Board Diversity Policy” in respect of the nomination and
appointment of new Directors, which states that, the criteria for selecting Director candidates shall include
various diversity factors such as gender, age, cultural and educational background, race, professional experience,
skills, knowledge and length of service, and the final candidates will be determined based on their comprehensive
capabilities and the contributions they may make to the Board. The measurable objective is to have at least
one female Director on the Board. The Company aims to maintain the balanced and diversified opinions of
the Board members in respect of the business development of the Company.
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The following chart shows the diversity profile of the Board as at the date of this annual report:
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The Nomination Committee has reviewed the membership, structure and composition of the Board, and is
of the opinion that the structure of the Board is reasonable, and the experiences and skills of the Directors
in various aspects and fields can enable the Company to maintain high standard of operation. As at the date
of this annual report, the Board comprises 2 female Directors and 5 male Directors. The Board considers that
the gender diversity in respect of the Board is satisfactory and will continue to maintain a diverse Board. As
at 31 December 2023, the ratio of women to men in the workforce (excluding Directors) was 7:3. For details
of gender diversity at the workforce level, please refer to the “Environmental, Social and Governance Report”
section of this annual report. The Board considers that the gender diversity at workforce level is satisfactory
and will continue to maintain it, by taking into account gender diversity factors during the recruitment process.
If additional or replacement Director is required, the Nomination Committee will select appropriate candidates
through multiple channels and make recommendation to the Board based on the Company’s Board diversity
policy and nomination policy.

The Company will strive to enhance female representation and achieve an appropriate balance of gender
diversity. The Company will also ensure that there is gender diversity when recruiting staff and provide more
suitable on-job training to them, in order to ensure that there is a pipeline of female senior management and
potential successors to our Board in near future.

Nomination and Re-election of Board Members

The procedures and process of appointment, re-election and removal of Directors are set out in the Articles of
Association. The Nomination Committee is responsible for reviewing the Board composition, and for making
recommendations to the Board on the appointment, re-election and succession planning of Directors. After
the Nomination Committee makes its recommendations to the Board, the Board will have final authority on
determining the selection of the candidates for nomination to the Board.

The Nomination Committee will assess the candidate or incumbent on criteria such as integrity, experience,
skill and ability to commit time and effort to carry out the duties and responsibilities. The recommendations
of the Nomination Committee will then be put to the Board for decision. The Nomination Committee shall
obtain all applicable declarations and undertaking as provided under the laws of the Cayman Islands and the
Listing Rules. In case of independent non-executive Directors, the Nomination Committee shall ensure that
the independent non-executive Directors meet the criteria of independence as set out in the Listing Rules.

70 CHINA 21ST CENTURY EDUCATION GROUP LIMITED



VIl. CORPORATE GOVERNANCE REPORT

Once the Nomination Committee determines that an additional or replacement Director is required, the
Nomination Committee may take such measures that it considers appropriate in connection with its evaluation
of a candidate, including candidate interviews, inquiry of the person or persons making the recommendation
or nomination, engagement of an external search firm to gather additional information, or reliance on the
knowledge of the members of the Nomination Committee, the Board or the management.

According to the Articles of Association, all the Directors shall retire by rotation once at least every three
years. Any new Director appointed by the Board to fill a casual vacancy shall hold office until the first general
meeting after his/her appointment and be subject to re-election by Shareholders at such meeting, and any
Director appointed by the Board as an addition to the Board shall hold office only until the next annual general
meeting of the Company and shall then be eligible for re-election.

Remuneration Committee

During the year ended 31 December 2023, the Remuneration Committee comprised three members, namely
two independent non-executive Directors, Mr. Wan Joseph Jason (chairman) and Mr. Guo Litian, and one
non-executive Director, namely Mr. Li Yasheng.

The main duties and responsibilities of the Remuneration Committee are as follows:

(1) to consult the chairman and/or Chief Executive Officer about their remuneration proposals for other
executive Directors;

(2)  to make recommendations to the Board on the remuneration policy and structure for the Directors’ and
the Company’s senior management and on the establishment of a formal and transparent procedure
for developing remuneration policy;

(3) toreview and approve the management’s remuneration proposals with reference to the Board's corporate
goals and objectives;

(4) todetermine, with delegated responsibility, or to make recommendations to the Board, the remuneration
packages of individual executive Directors and senior management. The remuneration packages should
include benefits in kind, pension rights and compensation payments, including any compensation payable
for loss or termination of their office or appointment;

(5) to make recommendations to the Board on the remuneration of non-executive Directors;

(6)  to consider salaries paid by comparable companies, time commitment and responsibilities, and employment
conditions elsewhere in the Group;

(7)  toreview and approve compensation payable to executive Directors and the senior management for any
loss or termination of office or appointment to ensure that it is consistent with contractual terms;

(8) to review and approve compensation arrangements relating to dismissal or removal of Directors for
misconduct to ensure that they are consistent with contractual terms;

(9) to ensure that no Director or any of his/her associates (as defined in the Listing Rules) is involved in
deciding his/her own remuneration;

(10) in respect of any service contract to be entered into between any members of the Group and its Director
or proposed Director that requires Shareholders’ approval, to review and provide recommendation to
the Shareholders as to whether the terms of the service contracts are fair and reasonable and whether
such service contracts are in the interests of the Company and the Shareholders as a whole, and to
advise Shareholders on how to vote; and
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(11) to review and/or approve matters relating to share schemes under Chapter 17 of the Listing Rules.

The written terms of reference of the Remuneration Committee are available for inspection on the websites
of the Stock Exchange and the Company.

During the year ended 31 December 2023, the Remuneration Committee held one meeting, the work performed
by the Remuneration Committee is summarized as follows:

o The Remuneration Committee discussed on the Company’s remuneration policy, the Company’s structure,
and executive Directors’ and the senior management’s remuneration structure and independent non-

executive Director’s remuneration, and make recommendations to the Board on such matters.

Attendance of the members of the Remuneration Committee at the meeting is set out in the table below:

Number of

attendance/

number of

Name of Director meeting
Mr. Wan Joseph Jason 171
Mr. Guo Litian 171
Mr. Li Yasheng 1Al

e REMUNERATION OF DIRECTORS AND SENIOR MANAGEMENT

The remuneration of the Directors and senior management of the Company for the year ended 31 December 2023
falls under the following bands:

Number of
Band of remuneration (RMB’000) individuals
Above 200 9
100-200 2
Below 100 4

e DIRECTORS’ RESPONSIBILITIES FOR FINANCIAL REPORTING OF FINANCIAL
STATEMENTS

The Directors acknowledge their responsibilities for preparing the audited consolidated financial statements as set
out on page 136 of this annual report, which give a true and fair view of the consolidated financial position and
consolidated cash flows of the Group.

The management has provided to the Board such explanation and data as are necessary to enable the Board to
carry out an informed assessment of the Company’s audited consolidated financial statements, which are put to the
Board for approval. The Company provides all members of the Board with updates on the Company’s performance,
positions and prospects.
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In preparing the audited consolidated financial statements for the year ended 31 December 2023, the Directors have
(i) selected suitable accounting policies and applied them consistently; (ii) made judgements and estimates that are
prudent and reasonable; and (iii) prepared financial statements on a going concern basis. The Directors noted that
the current External Auditor has indicated a material uncertainty relating to conditions that may cast significant
doubt on the Group’s ability to continue as a going concern. The Group had net current liabilities of approximately
RMB315.2 million as at 31 December 2023 which was primarily attributable to the capital outlay for acquiring certain
education-related operating assets during the year ended 31 December 2023 and the reclassification of certain
bank loans with specific drawdown requirements amounted to approximately RMB282.5 million as at 31 December
2023 to current liabilities. The External Auditor is of the view that these conditions indicate a material uncertainty
exists that may cast significant doubt on the Group’s ability to continue as a going concern. The External Auditor’s
opinion is not modified in respect of this matter.

Save as aforesaid and as disclosed in note 2.1 to the consolidated financial statements, the Board, having made all
reasonable enquiries, is not aware of any material uncertainties relating to any events or conditions that may cause
significant doubt upon the Company’s ability to continue as a going concern.

In view of the net current liabilities position, the Directors have given careful consideration of the Group's operating
performance, the availability of sources of financing and the future cash flows in assessing the Group's capability to
continue its business as a going concern. Taking into consideration the increase in the number of students intake,
the cash flows from operations, the additional financial resources available to the Group including the available
banking facilities and the successful refinancing of certain existing bank and other borrowings upon maturity, and
the positive operating results, the Directors are of the opinion that it is appropriate to prepare the consolidated
financial statements on a going concern basis. For further details, please refer to note 2.1 to the consolidated
financial statements.

The statement by the auditor of the Company regarding their reporting responsibilities on the audited consolidated
financial statements is set out in the section headed “Independent Auditor’s Report” on pages 133 to 136 of this
annual report.

RISK MANAGEMENT AND INTERNAL CONTROL

The Board is responsible for supervising the design, implementation and monitoring of risk management system
by the management to ensure the establishment and maintenance of an effective risk management system of the
Company and its subsidiaries. The Board keeps supervising risk management and internal control systems of the
Company and its subsidiaries and reviews the effectiveness of the risk management and internal control systems of the
Group at least once annually. Regular reviews also cover all significant controls, including the controls over finance,
operation and compliance with laws and regulations, as well as the risk management function of the Company.
These systems are designed to manage rather than eliminate the risk of failure to achieve business objectives, and
can only provide reasonable but not absolute assurance against material misstatement or loss.

The Board shall bear full responsibility for maintaining sound and effective risk management and internal control
measures to safeguard the assets of the Company and interests of Shareholders. The Directors confirmed that the
Company carried out regular inspections on the daily operation, business exploration, investments in acquisition
and mergers, internal rules and systems, business procedures, asset management, bidding and tendering processes,
contract management, operation procedures, practices and systems through risk control and compliance department
to ensure that none of the operating activities of the Company are carried out in violation of the legal requirements
in the places where it operates, and safeguard assets from inappropriate use, maintain proper accounts and ensure
the compliance with and implementation of relevant regulations.
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The internal management mechanism and review procedures currently implemented and put in place by the Company
in respect of risk management and compliance management mainly include:

(1) to prepare a risk list based on the contents and types of risks that are common and likely to be encountered
in the Company’s operations;

(2)  to further improve and optimize the Company’s contract management measures and management system;

(3)  to regularly review and summarize the effectiveness of the Company’s risk management, internal control and
compliance management systems and measures through pre-established internal assessment mechanisms to
achieve effective operations and improve risk management;

(4) to prepare plans for major risks and common risks and provide training and guidance to the operations
department on the relevant plans; and

(5) to effectively and regularly communicate with the Board and each senior management personnel on risk
management, internal control and compliance management to ensure the implementation and practice of
the Company’s internal risk control and internal audit mechanisms.

The Group established a compliance system of internal control information reporting consisting of internal major
information contacts, which mainly includes regular material information reporting and temporary material information
reporting, for the purpose of ensuring the effective identification of, and the high efficiency and order of the
transmission and usage of, the Group’s internal information. The Group complies with requirements of the SFO and
the Listing Rules. Before the information is fully disclosed to the public, the Group ensures the information is kept
strictly confidential. If the Group believes that the necessary degree of confidentiality cannot be maintained or that
confidentiality may have been breached, the Group would immediately disclose the information to the public. The
Group is also committed to ensuring that the data contained in announcements are not false or misleading as to a
material fact, or false or misleading due to the omission of a material fact with a view to presenting data in a clear
and balanced way, which requires equal disclosure of both positive and negative facts. The Company formulated
and published systems including the Management System of Information Disclosure as the internal controlling and
safeguarding measures for the processing and releasing procedures of inside information and applied them within
the Group.

For the year ended 31 December 2023, the Board has reviewed the effectiveness of the Company’s risk management
and internal control systems through the Audit Committee, including resource adequacy, as well as the qualifications,
experience of and the training plans and budgets for the Group’s accounting and financial reporting staff. The
Directors all consider that the Group's current risk management and internal control systems are operating effectively
and sufficiently.
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DIVIDEND POLICY

The Board considers that stable dividend payment to Shareholders is the primary objective of the Company. It is
the policy of the Board, in considering the payment of dividends, to allow Shareholders to share the Company’s
profits whilst retaining adequate capital for the Group’s future growth.

Under the applicable laws of the Cayman Islands and the Articles of Association, all of the Shareholders have equal
rights to dividends and distributions. The Board determines the dividend which requires the approval of Shareholders.
In addition to cash, dividends may be distributed in the form of Shares. Any distribution of Shares also requires
the approval of Shareholders.

The Board takes into account the following factors when considering the declaration and payment of dividends:
(1) liquidity position of the Company;

(2) actual and expected financial results of the Company;

(3) gearing ratio of the Group, Shareholders’ interests and any restriction that may be imposed by any creditor;
(4) general business conditions and strategies;

(5) capital requirements;

(6) contractual restrictions on the payment of dividends by the Company to the Shareholders or by the subsidiaries
to the Company, if any;

(7) taxation considerations;

(8) general economic conditions and other internal or external factors that may affect the business or financial
performance and conditions of the Company;

(9) statutory and regulatory restrictions; and
(10) any other factors the Board may deem relevant.
The Company will not declare any dividend under the following circumstances:

(1) during the growth phase of the Company or any acquisitions requiring high allocation of capital or during
significant expansion or undertaking of joint ventures;

(2)  whenever the Company proposes or plans to utilize surplus cash to repurchase the Shares;
(3) when profits are inadequate or the Company incurs losses, or there are reasonable grounds for believing that
the Company is or would be, after a dividend payment, unable to pay its liabilities or discharge its obligations

as and when they become due; and

(4) according to other requirements set forth by laws.
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The Board will continually review the dividend policy from time to time and no assurance can be given that dividends
will be paid in any particular amount for any given period.

AUDITOR’S REMUNERATION

Ernst & Young resigned as auditor of the Company with effect from 22 November 2023. ZHONGHUI ANDA CPA
Limited was appointed as auditor of the Company to fill the casual vacancy following the resignation of Ernst &
Young with effect from 23 November 2023.

The approximate remuneration of the previous External Auditor, Ernst & Young, and current External Auditor,
ZHONGHUI ANDA CPA Limited in respect of the audit and non-audit services provided to the Company for the
year ended 31 December 2023 is as follows:

Fees paid/ Fees paid/

Payable to Payable to

current External previous External

Type of services Auditor Auditor
(RMB'000) (RMB’000)

Annual audit 1,600 -
Agreed-upon procedures 230 300
Total 1,830 300

JOINT COMPANY SECRETARIES

Mr. Yang Yang ("Mr. Yang"”) was appointed as a joint company secretary of the Company with effect from 25
October 2021. The joint company secretaries of the Company are responsible for advising the Board on corporate
governance matters and ensuring that the Board policy and procedures, and the applicable laws, rules and regulations
are complied with.

In order to uphold good corporate governance and ensure compliance with the Listing Rules and applicable laws of
Hong Kong, Mr. Leung Chi Kit (“Mr. Leung”), a manager of the Listing Services Department of TMF Hong Kong
Limited (a global corporate services provider), was appointed as the joint company secretary of the Company with
effect from 26 May 2022 to assist Mr. Yang to discharge his duties as joint company secretary of the Company.
Mr. Yang is the primary contact person of Mr. Leung at the Company.

For the year ended 31 December 2023, Mr. Yang and Mr. Leung have undertaken not less than 15 hours of relevant
professional training respectively in compliance with Rule 3.29 of the Listing Rules.

COMMUNICATION WITH SHAREHOLDERS AND INVESTOR RELATIONS

The Company considers that effective communication with Shareholders is essential for enhancing investor relations
and understanding of the Group's business, performance and strategies. The Company also recognises the importance
of timely and non-selective disclosure of information on the Company, which enables Shareholders and investors to
make informed investment decisions. The Company has adopted a Shareholders’ communication policy and will review
the implementation and effectiveness of the Shareholders’ communication policy at least once in a financial year.

Annual general meetings provide opportunities for Shareholders to communicate directly with the Directors. The
chairman of the Company and the chairmen of the Board Committees will attend the annual general meetings
to answer questions from the Shareholders. The External Auditor will also attend the annual general meetings to
answer inquiries concerning the conduct of the audit, the preparation and contents of the auditor’s report, the
accounting policies and auditor’s independence.
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Immediately following the publication of the annual and interim results announcements, the Company arranged
telephone conferences for investors and analysts with the Chief Executive Officer, chief financial officer and other
senior management as well as the investor relations team to present the Group’s operating results and developments,
and to answer questions from investors and analysts. In addition to investor relations activities immediately following
the publication of the annual and interim results announcements, the Company also held face-to-face and virtual
meetings from time to time during the financial year, including in-person telephone conferences with investors
and analysts, investor telephone conferences with investor groups, roadshows and media interviews, organising or
participating in industry-specific forums, and issuing press releases and corporate communications.

To promote effective communication and establish a two-way relationship and communication between the Company
and its Shareholders, the Company maintains a website at www.2 1centuryedu.com and enquiry channels for investors
(telephone: +86 10 65924695; email: ir@2 1stedu.com), where updates on the Company’s business operations and
development, corporate governance practices and other information are available for public access. Shareholders
may make enquiries about the Company to the Board through the channels above.

Taking into account the Shareholders’ communication policy adopted and the communication channels in force, the
annual general meeting held during the year where the Shareholders were able to communicate with the Director
directly, the Board has reviewed the Group’s communication with Shareholders during the year ended 31 December
2023 and is satisfied with the implementation and effectiveness of the Shareholders’ communication policy.

SHAREHOLDERS' RIGHTS

To safeguard the Shareholders’ interests and rights, a separate resolution will be proposed for each issue at the
general meetings, including the election of individual Director.

All resolutions put forward at the general meetings will be taken by poll pursuant to the Listing Rules and the
poll results will be posted on the websites of the Company and the Stock Exchange in a timely manner after each
general meeting.

CONVENING AN EXTRAORDINARY GENERAL MEETING AND PUTTING FORWARD
PROPOSALS

According to the Articles of Association, Shareholders may put forward proposals for consideration at the general
meetings of the Company. Any one or more Shareholder(s), at the date of deposit of the requisition, holding
not less than one-tenth of the paid up share capital of the Company carrying the right of voting at the general
meetings of the Company shall at all times have the right, by written requisition to the Board or any one of the joint
company secretaries of the Company to require an extraordinary general meeting to be called for the transaction
of any business specified in such requisition; and such meeting shall be held within two months after the deposit
of such requisition. If within 21 days after such deposit, the Board fails to proceed to convene such meeting, the
requisitionist(s) himself/herself/themselves may do so in the same manner, and all reasonable expenses incurred by
the requisitionist(s) as a result of the failure of the Board to convene such general meeting shall be reimbursed to
the requisitionist(s) by the Company.

For recommending a Director candidate, please refer to the relevant procedures on the Company’s website.
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e AMENDMENTS TO THE CONSTITUTIONAL DOCUMENTS

On 30 June 2023, the shareholders of the Company approved by a special resolution at the annual general meeting
the proposed amendments to the amended and restated Articles of Association of the Company (the “Previous
Articles of Association”) and the adoption of the second amended and restated Articles of Association of the
Company (the "Existing Articles of Association”) in substitution for and exclusion of the Previous Articles of
Association with effect from 30 June 2023.

The Existing Articles of Association have been updated to, among other things, (i) align the Existing Articles of
Association with the amendments to Appendix A1 to the Listing Rules on 1 January 2022 and the applicable laws
of the Cayman Islands; (ii) provide flexibility to the Company in holding general meetings; and (iii) make certain
housekeeping amendments to the Previous Articles of Association for the purpose of clarifying the current practices
and making consequential amendments in light of the amendments to the Previous Articles of Association. The full
text of the Existing Articles of Association is available on the websites of the Company and the Stock Exchange.

Save as disclosed above, for the year ended 31 December 2023, there were no other amendments and restatements
made to the Articles of Association.
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ABOUT THIS REPORT

China 21st Century Education Group Limited (“21st Century Education” or the “Company”) and its subsidiaries
(the "Group” or “We") are pleased to present the Environmental, Social and Governance Report (“ESG Report”
or “this Report”) for the year, which summarises our initiatives, strategies and objectives relating to environmental,
social and governance (or “ESG") issues, and describes our vision and commitment to the fulfillment of sustainable
development philosophy, as well as our corporate social responsibilities.

Reporting Standards

This Report is prepared in accordance with the Environmental, Social and Governance Reporting Guide (the “Guide”)
set out in Appendix C2 to the Rules Governing the Listing of Securities on The Stock Exchange of Hong Kong
Limited (the “Stock Exchange”). The contents covered herein are in compliance with the mandatory disclosure
requirements, “comply or explain” provision required in the Guide and the requirements of the four reporting
principles (materiality, quantitative, balance and consistency). An index of the Guide prepared in accordance with
the contents of this Report is inserted in the last chapter of this Report for readers’ easy reference. You should
read this Report together with the section headed “Corporate Governance Report” in this annual report to have a
comprehensive understanding of the Group’s ESG performance.

Materiality In accordance with the requirements of the principle of materiality of the Stock Exchange, this
Report has identified and disclosed the process of significant environmental, social and governance
factors and the criteria for their selection, the process of identifying material issues and the matrix
of material issues, as well as the description of significant stakeholders and the process and results
of stakeholder engagement.

Quantitative  The statistical criteria, methods, assumptions and/or calculation tools used in this Report for reporting
emissions/energy consumption (where applicable), and the sources of conversion factors are defined
in this Report.

Balance This Report provides an unbiased picture of our performance during the Reporting Period to avoid
any selection, omission or misleading presentation format that may inappropriately influence the
reader’s judgment.

Consistency  The statistical methods used to disclose data in this Report are consistent. If there is any change, it
will be clearly stated in this Report.

Reporting Scope

This Report describes the sustainable development related to core businesses and the overall performance of
performing corporate social responsibility from 1 January 2023 to 31 December 2023 (the “Year” or “Reporting
Period”). Unless otherwise specified, this Report covers the businesses directly controlled by 21st Century Education,
and the data collection of the Environmental KPIs covers the related businesses of Saintach Kindergartens, Shijiazhuang

Institute of Technology (or “Institute of Technology”), Shijiazhuang Yuying Experimental High School* (A%t
BREHTE) and New Gaokao* (#715) Business institutions.

Reporting Language

This Report is published in both Traditional Chinese and English. If there is any discrepancy, the Traditional Chinese
version shall prevail.

Approval of this Report

This Report was approved by the board of directors of the Company (the “Board”) on 28 March 2024 after being
confirmed by the management.

Annual Report 2023

=



Feedback on this Report

We highly value your feedback on this Report. Should you have any questions or suggestions, please do not hesitate
to contact us through the following channels:

Telephone: 010-65924695

Email: ir@21stedu.com

Company address: 15th Floor, South Tower, Zhonghai Plaza, 8 Guanghua Dongli, Chaoyang District, Beijing,
the PRC

CHINA 21ST CENTURY EDUCATION GROUP LIMITED
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ABOUT 21ST CENTURY EDUCATION

Established in 2003, 21st Century Education has more than 20 years of education history, and it is also the first
private education group in the Beijing-Tianjin-Hebei region listed on the Hong Kong Stock Exchange. The Group
has always insisted on the excellent quality of education as its foundation, and is committed to providing warm
education service. With a focus on integrating quality education resources, the Group strives to provide the best
education for students by building a comprehensive education industry chain based on physical schools. After more
than 20 years of continuous exploration and deep cultivation, the Group has gradually established new vocational
education as its main line of development, deepened the development of industry-education integration through its
own innovative education system and standardised management, and diversified modes such as school-enterprise
cooperation and government-enterprise cooperation, and provided students with high-level education services, so
as to realize our vision for corporate development of “creating equality through education (A& m A& F )",

Culture and Values

Creating equality through education

¥ Corporate mission

Providing an employment Providing customized services Pushing forward resource Providing effective means
platform where the staff and solutions based on sharing and building an contributive to the whole
can achieve sustainable individual demand to make open platform; promoting life, promoting the
growth, work with dignity education more friendly; and the localization of balanced social
and have a proud career making education more education and the values development by education,
convenient through with a global perspective and practicing K)ve by
the innovation driven education
by content + technology

We accept unprofessional staff, | . »
) . We are a group. Material and spiritual
Eﬁ ta;;eﬁ(t:g erlsteiilfgit\i/zj dree-Jet?e IlLH wealth could be continuously magnified
it of F;t hio k ' ] due to sharing and individual value
Partner SPITTLOT partnership Keeps us Sharing  would be the value of all
united and work together

— Being comes from not- being. We are a

Believe that we are ith [ and will
? ireplaceable because company with a soul and willing to
believing means seeing and assume responsibility; the morality and
. . . health of each ensure that we can
Self-strengthening having a future Virtue oursue profits with integrity

W) Talent concept

1
| Y
+ Passion ‘ : « Starts with love
+ Sincerity J : « Ends at the best /
J S

P service philosophy

« Willingness
to win
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3. SUSTAINABILITY GOVERNANCE

3.1 Statement of the Board

The Board recognises the importance of ESG governance to the success of the Group and the enhancement
of value for stakeholders. In this regard, the Board has authorised the establishment of an ESG Working
Group to oversee and promote the implementation of ESG matters. The Board has overall responsibility for
ESG matters, including developing the Group’s ESG strategy and understanding the associated risks. An
effective and sustainable governance framework has been established to review the environmental, social and
governance performance of the Group. The Board has reviewed and confirmed the results of the materiality
assessment and has identified the key issues to be included in the Group’s overall strategic plan. The Board
identifies the Group’'s ESG management policies, strategies, priorities and objectives, taking into account
stakeholders’ concerns and requirements, and oversees the management and performance of these issues.
During the Year, the Group has set up environmental-related targets. The Board will continue to review the
ESG-related performance and review the progress based on the ESG-related targets in the future, so as to
supervise and improve sustainability efforts.

3.2 Sustainability Governance Structure

21st Century Education’s ESG structure is designed to ensure that our ESG policies and practices are implemented
and monitored in an effective manner. The Board is the supreme decision-making body for ESG matters. The
Board is responsible for setting the overall direction of our ESG strategy, approving ESG reports, assessing ESG
performance on a regular basis, prioritising ESG matters, managing potential operational impacts, overseeing
ESG risk and target management, as well as reviewing progress against environmental targets and determining
their setting, and initiating internal audit to ensure the quality of the ESG Report.

The ESG Working Group is appointed by the Board and is responsible for implementing the ESG strategy and
ensuring that the Board’s decisions are effectively implemented throughout the organization. The working
group consists of a group of core members from each department to collect information and data by surveys
and interviews and to compile the ESG Report. They also supervise and evaluate the effectiveness of our ESG
risk management and internal control mechanisms, and report regularly to the Board.

Finally, the implementation level is made up of the heads of each department and school who are responsible
for putting the Board's decisions and the working group’s recommendations into practice. They strive to ensure
that our ESG policies and practices are integrated into our day-to-day operations and realize our ESG objectives.
This ESG structure allows for a top-down approach to ESG management, assuring that our commitment to
sustainable development is embedded within the Group.

® Responsible for setting the overall
direction of our ESG strategy
L ]

the Board

@ Responsible for implementing the ESG
strategy and ensuring that the Board's
decisions are effectively implemented
throughout the organizati.on

@ Responsible for putting into practice

the Board’s decisions and the

recommendations of the working groups
®

° @
|
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3.3 United Nations’ Sustainable Development Goals

We integrate our ESG principles with the United Nations’ Sustainable Development Goals to create long-term
value for society by linking our business operations with sustainable development issues.

i United Nations’ Sustainable
Our ESG principles Development Goals

o Create a positive impact on our society

intain hi i i 12 cosenon  fl 16 Sosioic
¢ Maintain high standards of ethical behaviours A0 PRODUCION D STHOR

in all business units within the Group %

Business
ethics

o Demonstrate its strong sense of responsibility =
to our society

o Behave ethically and endeavour to improve
. . . GOOD HEALTH QUALITY DECENT WORK AND
the quality of life of the employees, their AND WELL-BEING EDUCATION ECONOMIC GROWTH
Workp|ace 6-0 families as well as our society
¢ Respect human rights and provide a fair,
healthy and safe working environment

o Respect cultural and social differences,

and prohibit all forms of discrimination 10 Nevumes 17 Seneaons
A
participat g * Have a positive impact on people_and =) @
the community, focus on supporting v

the children and young people

3.4 Communication with Stakeholders

21st Century Education attaches great importance to the communication and interaction with stakeholders,
and we understand that the sustainable development of the Company is closely related to the expectations
and suggestions of all parties. To this end, we have established diversified communication channels and actively
engaged in long-term and effective communication with relevant parties such as investors, government and
regulatory authorities, students and parents, so as to understand their specific needs and expectations. Such
effective communication and interaction supports us in formulating our sustainability strategies and managing
the ESG issues. We attach great importance to stakeholder feedback and take the initiative to build trusting
and close relationships with our stakeholders through the following various communication channels.
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Stakeholders’ major issues concerned and communication channels

Stakeholders

Major issues concerned

Communication channels

Communication frequency

Investors/
Shareholders

Teachers/Other
faculty

Students/Parents

Graduates

34

o Latest operational information
o Results performance

¢ Employment management

o Staff training and development

o Comfortable and healthy working
environment

o Good development platform

o Health and safety of staff

o Latest operational information

o Teachers' qualification and ethics

o Advanced educational philosophy,
models and goals

o Students' core values and their sense

of identity with the school

o Safe and healthy educational
environment for students

o Evaluation and improvement of
teaching quality

o The development of the school
o The platform that the school can
provide

CHINA 21ST CENTURY EDUCATION GROUP LIMITED

Meetings for operational information
Investor meetings

Annual general meeting
Extraordinary general meeting
Interim report and annual report
Corporate communications, such as
letters/circulars to shareholders and
meeting notices

Senior management meetings

Staff discussions

Staff appraisals

Work meetings

Training courses

Business briefing
Conference/workshops/seminars
Training and other activities

Employee communication meetings
Annual meetings and carnival activities

Questionnaire survey
Holding parent conferences
Public service seminar

Daily activities

Telephone

Media information

School website

Graduated student reunions
Graduate activities organized by the
school

L]

.

From time to time
From time to time
Regularly
From time to time
Regularly
Regularly

From time to time

From time to time

Regularly (monthly appraisal)
Regularly (weekly, monthly, quarterly)
Regularly (weekly)

From time to time

From time to time

From time to time

From time to time

Regularly (at the end of the year)

From time to time
Regularly (per semester)
From time to time
From time to time
From time to time

From time to time
From time to time
From time to time
From time to time
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Stakeholders Major issues concerned Communication channels Communication frequency
Government/ o Safe and compliant operation o Consultation o From time to time
Regulatory o Food safety in canteens o Accepting supervision o Regularly
authorities o Information disclosure meetings o From time to time
¢ Organizing business activities o From time to time
Suppliers o Fair and unbiased procurement o Supplier management procedures ¢ Regularly
o Business growth o Supplier/contractor evaluation system e Regularly

Business partners

Community/
Non-
governmental
organizations

Public

Media

Industry association

Investment return

Corporate governance
Investment return
Business growth

Promotion of community
development
Participation in social benefit activities

Information transparency
Education services quality assurance
Sound operation

Food safety in canteens
Environmental protection

Promotion of sound development of
the industry
Contribution to economic and social
development

On-site visits

Strategic partnership projects
Meetings

Meetings
Donations
Volunteer activities

Media information
School website
Activities organized by the school

Press release
Result announcements

Holding the post of the president of
the association

Attending activities and meetings
hosted by association

Exchange of corporate culture

o From time to time
o From time to time

o Regularly

o From time to time
o From time to time
o From time to time

o From time to time
o From time to time
o From time to time

o From time to time
o Regularly
o Regularly
o From time to time

o From time to time
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3.5 Materiality Assessment

In 2021, we have invited internal and external stakeholders to conduct materiality issues assessment. Firstly,
we selected the key stakeholders for filling in the questionnaire based on the analysis of “the influence by
the enterprise” and “the influence on the enterprise”. Secondly, we updated the database of 21st Century
Education’s ESG issues for 2021 based on the ESG Guidelines, industry issues and enterprise characteristics, and
selected the potential materiality issues with high relevance to the Company. We also prepared a questionnaire
to make materiality judgments, which would be confirmed by the Board to finally determine the material
issues in 2021 of 21st Century Education. As the management of the Group considers that there have been
no significant changes in the business and operating environment for the current year and that the results of
materiality assessment for 2021 can still respond to the expectations of stakeholders, the results of materiality
assessment for 2021 are confirmed to remain applicable to the situation for the current year. The results of
materiality assessment are as follows:

The following results of ESG materiality issues have been approved and confirmed by the Board.

Materiality Matrix Analysis of 21st Century Education
Higher Materiality

s \
— .

Students’ core values R
and their sense of
Employment identity with the school
management Teachers’ qualification

Health and
safety of staff \o and ethics Advanced
educational
\o philosophy,
models and

Staff training and
development

/Q 7 goals

Evaluation and
Privacy protection improvement of

teaching quality
AnU-corruptlon/br\bery/ex}ortlon/ Food safety in canteens School building
fraud/money laundering \o safety and accident
management
Environmental protection Resource use o\ °\ Complaint management
initiatives and awareness \o \ P 9
To\ ‘\ Intellectual protection property

Supply|chain Advertising and marketing

Waste discharge and managemem\°
\o managpment
/ Public welfare for

Influence on Stakeholders

communities

Response to climate change Prevention of child labor
and forced labor

.

A )

Lower Materiality Higher Materiality

Influence on 21st Century Education

Based on the results of materiality matrix, we identified 9 material issues. In response to stakeholders’ concerns,
we will detail in the Report our policies, initiatives and performance in relation to material issues during the
Reporting Period. In future, we will also constantly review 21st Century Education’s approach to sustainability
governance, take the views of stakeholders and incorporate such views into the Group’s management policies
or strategic planning, so as to continuously improve our services.
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Issues of high materiality Corresponding section

1 Teachers' qualification and ethics High quality teaching services
Advanced educational philosophy, models and

2 goals High quality teaching services

3 Employment management rules Care for employee development

4 Evaluation and improvement of teaching quality  High quality teaching services
Students’ core values and their sense of identity

5 with the school High quality teaching services

6 Staff training and development Care for employee development

7  Health and safety assurance of staff Care for employee development

8 School building safety and accident management Sound business operation

9 Food safety in canteens Sound business operation

HIGH QUALITY TEACHING SERVICES

As our commitment to the community, the Group strives to provide excellent teaching quality. We continue to
optimize our education system and deepen our teaching research. Strictly abiding by the teaching standards, we
attach importance to the development of teacher ethics and improvement of teaching quality of the college.
Meanwhile, we give priority to the physical and mental health as well as safety of all our teachers and students.

The value of 21st Century Education has been recognized by third-party professional institutions and investment
banks, with its own solid strengths being further demonstrated. With its potential growth of performance and the
long-term positive prospect of the industry, the Company is expecting a promising future. The Group was awarded
the “Brand Value Award of the Year (FEmiEEEZ)" award at the 2023 Global Investment Carnival Awards
Ceremony organized by Gelonghui (f&F£FE), which aims to recognize the Group as one of the listed companies
with the most valuable brands in the entire capital market. The award analyzes our brands in multiple dimensions,
including brand awareness, recognition and reputation. In view of our accelerated transformation and upgrading in
“new vocational education” and becoming a leading comprehensive service provider of new vocational education,
the image of our education brand has been continuously improved. In addition, we were also awarded the “2023
Word-of-Mouth Influential Education Service Enterprise” by Boao Enterprise Forum, with outstanding performance
in multiple dimensions, including enterprise scale, years of operation, number of students, faculty strength and
student satisfaction, which fully demonstrated the recognition of the Group by the capital market and the industry.

T
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The Group is committed to enriching the content of education and creating an advanced application-oriented
education system, and has persistently promoted the “triple” combination strategy for a long time, which constitutes
a comprehensive strategic blueprint for brand value building, enabling the Group’s education brand to have a
sustainable high value and laying a foundation for the Group’s everlasting success.

“Triple” Combination Strategy

First Priority
Quality teachers and curriculum resources

e Build a set of perfect modern vocational education system
e Qutstanding teaching quality comes from strong teaching staff

e 88.5% of our teachers with bachelor’s degree or above

The Second
Priority

Leading vocational education system

Have a unique “TOP” talent cultivation model

The leading vocational education system is based on a three-in-one
education model of “Technique (BtZ$2#E)", “Occupation (B =%&)"
and “Personality (A& = %&)"

The employment rate of the Institute is higher than 96% all the year
round, and it has maintained continuous growth for 5 years

The Third
Priority

Integration of industries

In terms of school-enterprise cooperation, the Group has established
long-term cooperation with more than 700 famous enterprises

The Group has set up 13 industrial colleges related to popular majors
such as smart manufacturing, Internet+ and digital economy
308 experimental and practice bases inside and outside the campus
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4.1 Perfect Quality Management System

21st Century Education strictly abides by the Education Law of the People’s Republic of China ( {f2E A R £t
MEZE L) ), the Law of the People’s Republic of China on the Promotion of Private Education ( {FFEEA
REMBERMHE Ri#EE) ) and the Regulations of Hebei Province on Private Education ( (Aldt& RIFEHE 5
1) ), and other laws and regulations that have relevant requirements for the quality and teaching standards
of private education. We have also established a perfect internal quality assurance system, and formulated
a series of standardized and regulated education strategies and policies, such as the Control System and
Evaluation System for Teaching Quality ( (A2 E S E R MFTER X) ), the Manual on the Standardization
of Teaching Process ( {222 RF2F M) ), and the Measures for the Update and Maintenance of Corporate
Standardization Management System ( (‘A (L EIREE R T RAEZEHEEL) ), aiming to ensure high-quality
services and achieve continuous improvement.

We are committed to providing quality education that meets regulatory requirements. Through the establishment
of a teaching quality control system and evaluation system, we ensure that teaching quality can be effectively
controlled and improved. At the same time, the Manual on the Standardization of Teaching Process ( (Z(2
ZERIEF M) ) provides teachers with clear operational guidelines to ensure that the teaching process
is standardized and orderly. We also regularly update and maintain our standardized management system
to keep up with changes and developments in the education field. The establishment of these standardized
systems and processes not only provides a set of unified educational standards and norms, but also provides
effective tools and methods for monitoring and evaluating the quality of education. Through continuous
improvement and refinement, we are committed to providing long-lasting and stable educational services to
cultivate students’ comprehensive abilities and development potential.

Standardiza_
Standardizati Standardizati Standardizati
System Process Update

( e Teaching quality ( . Formulation of teaching ( . Establishing the review and

standard system standards analysis system

e Teaching quality monitoring *  Classroom management system *  Setting up discussion groups
and organization system o Tests for teachers’ professional for the plans

. Supervision for the skills . Implementing new
operating system o Attendance and review system Standardization System

*  Teaching quality monitoring e Wiiting standards for . Establishing inspection
information system teaching plans mechanism

e Teaching quality evaluation
system

Shijiazhuang Institute of Technology has established a sound organizational structure, clarified the responsibilities
of each department, and set up a Quality Assurance Committee to formulate five systems: Decision-making and
Commanding System, Quality Generating System, Resource Building System, Supporting Service System, and
Supervision and Control System, in order to comprehensively promote the systematic quality assurance of the
school, majors, courses, teachers, and students at all levels. Based on the construction of systems and standards,
we have formed a long-term and effective mechanism for quality assurance, which plays a role of the system
in guaranteeing the quality of education and teaching, and ensures the overall improvement of the quality
of talent cultivation. At the same time, the Institute has implemented a comprehensive internal management
diagnosis through a third party, and passed the international standard ISO9001 quality management system
certification, which has improved the teaching ability and management level of the Institute’ faculty members
from the perspectives of standardization, professionalism and standardization of teaching management.
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We are committed to continuously optimizing and improving the quality of our services, and have established
normative guidelines for accreditation and rectification to diagnose and improve in five major directions, so
as to provide leading-edge and excellent educational services, to ensure that our services maintain a leading
position in the market, and to create positive and long-term value for our students and society.

Institute

Develop an annual appraisal program
of the department, prepare
performance assessment indicators,
and use the assessment results as the
main basis for the evaluation and job
promotion of the unit

Specialties
According to the goal of specialties
construction, implement the

construction quality at all levels, and
carry out quality analysis, assessment
and diagnosis of specialties to realize
quality improvement

Students

Formulate comprehensive quality
standards for students, analyze
students’ academic situation,
and use it as the basis for
improvement of teaching
contents, methods and means

Five Levels
Diagnosis
and Reform
Operation

Courses
The teaching and research
department formulates the program
of course construction, implements
the task of each course construction,
and continuously improves the
quality of the courses through
process inspection and goal revision

Teachers
Formulate the goal system for
teachers’ development and
implementation planning, prepare
the implementation route, and link
the completion of the plan with the
performance evaluation

4.2 Excellent Teaching Staff

In order to ensure that the Institute carries out teaching activities in accordance with the corresponding norms
in various educational procedures and complies with the Education Law of the People’s Republic of China
((PEARLMEZEF L) ), the Law of the People’s Republic of China on the Promotion of Private Education
((FREARLMBEREBHE(R#E) ) and the Regulations of Hebei Province on Private Education ( Aldt4&
E## & 1%0) ) and other laws and regulations, the Group is committed to implementation of monitoring of
the quality of teaching and establishing a self-improvement and self-restraint system for the guarantee of the
quality of teaching, and has formulated internal documents, such as the Saintach Pre-school Education Teaching
Inspection Standards — Teaching Quality Requirements ( (T AR ERNHEHEHREIZE—HEREEK) )
and the Standardization of Teacher Team Building ( {ZXANE B EZZ#E(L) ), aiming at ensuring the quality
of education and teaching in our schools and improving the teaching standards. Through these guidelines,
we standardize the establishment of the teaching team and the quality of teaching to ensure that teachers
have the necessary qualities and competencies to provide students with quality education. We emphasize
the monitoring and evaluation of teaching quality, carry out regular teaching inspection and evaluation,
and take corresponding improvement measures in time when problems are identified. We are well aware of
the importance of education and have strict and clear requirements for teaching quality. We are committed
to providing high quality education through the development and implementation of appropriate teaching
standards and norms, so as to cultivate the comprehensive abilities and development potential of our students.
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Shijiazhuang Institute of Technology 2023
Teaching Competency Competition Review Meeting

In order to implement the requirements of the Implementation Plan on Reform of National
Vocational Education ( (BIRBEHBENEEMAFZE) ) and the Implementation Plan on Reform
and Development of Hebei Province Vocational Education ( CAtEBEARENEHEETIEH
22) ) for teachers and teaching in vocational education, and to promote the overall improvement
of teachers’ teaching ability and IT literacy, comprehensive quality and degree of specialization,
the Institute of Technology organized a teaching competency competition review meeting in
April this year to report on the implementation of teaching, teaching reform and innovation,
teaching assessment and teaching reflection and improvement. Through this review meeting,
the Institute of Technology has provided teachers with opportunities and platforms for learning
and exchanges, promoted the overall improvement of teachers’ teaching competency, stimulated
teachers’ enthusiasm for participating in teaching competency competitions, and boosted teachers’
education level to a new level.
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The Group firmly believes that excellent teaching quality comes from strong teaching staff. In terms of the
teaching staff, we strictly select, train and assess teachers to form a high-quality teaching and research team
with rich teaching experience and professional knowledge to provide students with a quality educational
experience.

Teaching Staff of 21st Century Education

1

100% 30% 5%

College degree or above Bachelor degree or above Postgraduate degree

Shijiazhuang Yuying Experimental High School* .
(AREXERHE) Shijiazhuang Institute of Technology
12 32% 88.5%

Provincial Master’s Bachelor’s degree or above
master degree from a college or university
teacher
% 29.2Y%
75.1% 2%
College degree or above Teacher with senior

professional title

At the same time, we are committed to building a team of teachers with good ethics and teaching styles. In
order to establish an excellent learning style, we strictly control the construction of the ethics and teaching
styles of teachers, standardize the professional ethics of all teachers and staff. Over the years, the Group
has emphasized teachers’ professional ethics in recruitment, teaching and other stages, strictly controlled
the construction of the ethics and teaching styles of teachers, and laid great stress on the improvement of
teaching quality. We focus on cultivating students’ hands-on and practical ability, and pay special attention to
the cultivation of students’ healthy personality. In addition, the excellent ethics, teaching styles and teaching
quality of the teacher team are the foundation of the Group’s establishment. We have set up the Signed
Document of Teacher Morality and Teacher Style ( {AM{ZRDE % ZE X 4+) ) and the Development Programme
of Shijiazhuang Institute of Technology on Teacher's Moral and Ethical Building ( { a5 58 TR 3 2 Af1E
BME R T Z) ) to further improve the management methods of each position in the teaching system. We
are committed to cultivating a team of high-quality professional teachers with noble morality, professional
skills, reasonable structure and full of vitality, and actively promoting the all-round development of students.
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4.3 Innovative Teaching Model

“Warm education service” has always been the teaching philosophy and mission of the Group. We are
committed to building a new model of talent cultivation, focusing on providing diversified, customized and
personalized education modes to inspire students’ ability to sustain their growth. We adhere to the principle
of whole-person education, which helps students build up the abilities they need at different stages of their
development, and lays the foundation for their all-round development and lifelong learning.

As educators, we firmly believe in the importance of the concept of “one person-one training program, one
person-one growth path (—A—EF&EHE + —A—KKEKE)". We attach importance to teaching students
in accordance with their aptitude, strive to explore their inner potential, and respect the uniqueness of each
student. Therefore, we strive to provide individualized teaching and support to help them develop their
full potential and achieve their personal learning goals. We are committed to creating a warm, caring and
challenging learning environment, and will continue to strive to improve and explore innovative teaching
methods to fulfill our commitment to the holistic development of our students.

A Establishment of Industrial Colleges by famous enterprises

Vocational education actively promotes in-depth cooperation between schools and enterprises. Based
on the new engineering discipline, we are committed to the integration of industry and education, theory
and practice, technology and culture, and modern information technology and teaching, and we maintain
various forms of industry-education partnership with a number of enterprises

New apprenticeship cultivation mode

Combining offline face - to- face teaching, focusing on the development needs of talents for enterprise
positions, we have carefully formulated the training content, giving full play to the role of business
and technical backbones in “passing on, helping and bringing up”, improving vocational qualities and
professional skills, and continually enriching and expanding the team of skilled talents in enterprises

Professional training bases

Q We have a number of modernized vocational education practice bases, which employ industry experts,
A enterprise backbones and senior professors as teachers of various professional courses, and apply the
vocational education system that is highly compatible with the enterprises to enable students to really
achieve high-quality and high-paying employment

Teach students according to their aptitude a

Reasonably guide the selection of subjects, assist in academic career planning, and orient gifted students

and cultivate them in layers to form multiple business systems such as academic planning, comprehensive %
evaluation of famous schools, evaluation and selection of gifted students, and discipline Olympic training,
aiming to clearly define the goals and accurately cultivate our students

Diversified exploration of interests and specialties

From kindergarten to university, we offer parallel courses in literature/art/sports, and various courses such
as fine arts, dance, choreography, broadcasting and hosting and sports are offered at the same time, so
as to integrate advanced education concepts, develop students’ inner potentials and self-discipline, and
respect children’s self-growth and development

e
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The Group actively promotes industry-education integration and school-enterprise cooperation, and promotes
the integration of industrial resources in vocational education, and a new mode of cooperation between
schools, enterprises and the government. Among them, in terms of school-enterprise cooperation, the Group
has cooperated with more than 700 famous and excellent enterprises for a long time, and established 13
industrial colleges related to popular majors such as intelligent manufacturing, Internet+, digital economy,
and 308 experimental and practical training bases inside and outside our schools, so as to truly play the role
of a community of integration of industry and education in an all-round way.

Shijiazhuang Institute of Technology’s Road
for Industry-education Integration

Shijiazhuang Institute of Technology and Shijiazhuang Luquan District Human Resources and
Social Security Bureau (A M B2 R [E A N ERF+&RIE ) jointly established the “Information
Technology Application Innovation Industrial College” ({ZAIZE % &5F%). Taking advantage of its
unique advantages, the Institute of Technology has opened up in-depth cooperation with the
government, schools and enterprises in Luquan District in the areas of cultivating talents, co-
establishing teachers, vocational training, investment introduction and talents introduction, creating
a new model of industry-education integration and synergistic development.

Under the framework of cooperation, the Institute of Technology has provided internships and
employment for nearly 1,000 people in Luquan District. The college continues to support the
promotion of veterans’ employment and entrepreneurship, and provides adaptive vocational skills
training for veterans, with a cumulative total of tens of thousands of trainings, and was awarded the
title of “Practical Base for Veterans’ Internship in Luquan District (ERZEHE AT E BFREEM)".

At the same time, according to the market demand, the Institute of Technology has formulated
the talent cultivation objectives and oriented training programs, which has promoted the close
integration of talent cultivation and industrial demand, and created a benchmark for the cultivation
of electronic information technology talents in Luquan District.
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Shijiazhuang Institute of Technology was
invited to attend the first industry-education integration
development conference

In July 2023, Shijiazhuang Institute of Technology was invited to attend the 2023 (first) industry-
education integration development conference co-hosted by China Education Development Strategy
Society (Bl B 3R RBEE ) and the Management Committee of Xiong’an New Area in Hebei
Province (A b 2 ¥R &2 Z B €). The conference conducted industry exchanges with the theme
of “Insight e Breakthrough ¢ New Development — Promoting the High-quality Development of
Economy, Society and Talents through Industry-Education Integration (il & of e ¥ 3 B——IAE
HEEREOETSMAA RMEEE)", which aims to promote the in-depth industry-education-
research-application integration, enhance the competitiveness of industries, promote the cultivation
of talents and innovation capabilities, and promote social progress. The case study of “Industry-
Education Integration to Cultivate Craftsmen e Teaching Reform to Promote Development — A
Talent Cultivation Model Based on the ‘Four Dimensions, Three Alignments, and Two Integrations’
Approach ((EHBEEIFRHBREREZRE —ER [WE=R=-6—] WATEFER) )"
submitted by us was successfully selected as a typical case of industry-education integration and
school-enterprise cooperation.

\!LHIIH' LT
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Saintach Multicultural International System (SMIS)

Saintach pre-school education, aiming to “Cultivate Good Citizens from a Young Age ({t/]NEELT
~E)”, integrates advanced educational philosophies from both China and the West. It continuously
incorporates domestic and foreign high-quality educational resources and improves our courses with
these resources, and builds the Saintach Multicultural International System (SMIS), comprising basic
courses (S courses), main courses (M courses), and international courses (I courses). This system is designed
to develop children’s inner potentials and self-discipline, and respect their self-development.

Child-centered, these
courses employ the
Montessori curriculum to
improve environmental
creation and teaching

aids operation to educate
children in the five major
areas of daily life, senses,
language, mathematics, and
science and culture. These
courses also pay attention
to preschoolers’ hidden
nature at each stage of their
development, and create

a variety of experiential
opportunities for them
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On the basis of the courses,
preschoolers are nurtured
to become global citizens
aligned with international
standards. These courses
are designed to create

a bilingual environment
for preschoolers, and

also emphasizes on the
cultivation of preschoolers’
good behavioral habits and
character qualities

s Courses

Based on teaching theories
of child education and child
developmental psychology,
and incorporating the
educational philosophy of
“self-confidence, friendship,
tolerance, responsibility
(B RE "R &H)",
these courses are integrated
into the teaching practice of
preschoolers’ day-to-day life
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4.4 Technology Leading to Intelligent Education

21st Century Education adheres to the development mission of “advancing the progress of civilization with
content and technology (AR MBS B B )", and uses educational technology to empower the
layout around the vocational education industry. It is committed to promoting the construction of “Smart
Campus (BE2/[E)", empowering the improvement of teaching level and quality with science and technology,
leading the industry in digitalization and fine management changes, and meeting the ever-changing needs of
students and the education industry with an attitude of continuous exploration and innovation. We strive to
integrate advanced educational technology tools and platforms to create a more interactive, diversified and
personalized learning experience that breaks through the limitations of traditional teaching.

We actively promote the digital transformation of the education industry by establishing a digitalized indicator
system and a visualization platform. Through data analytics and intelligent management systems, we are able
to achieve instant goal tracking, forecasting and data analysis to enhance the overall operational efficiency and
quality of the Group and achieve a more refined management. At the same time, with the big data analysis
and personalized education model of the Smart Campus, we will be able to better meet the needs of our
students and provide them with strong support for their future career development.

Building a “Smart Campus
(EERME)"System

Through providing hardware facilities such as network infrastructure, standard
examination venues, broadcast and security, as well as improving and upgrading
software platforms such as student management system and teaching
management system, we built a digital platform that covers all scenarios of
student life from admission to graduation, so as to enhance the management
level of the school and students.

Improving the “Sousou Smart
School (&1 E1)” System

It is used for providing full life-cycle management of students such as enrollment
management, student registration, financial management, online payment, teaching
and related administrative affairs, internship and practical training, and targeted
employment. At the same time, we combined with the “Smart Campus” network
to build knowledge spectrums and behavior models of students. It has achieved
campus big data dashboards and personalized vocational education.

y
“Tianze Talent (X#F A )" Platform

Catering for students from higher educational institutions and enterprises, it targets
positions in industries where there is a shortage of high- skilled talents (such as
production, manufacturing and the internet), and facilitates the transformation
and upgrade of the talent training model. With an aim of improving the quality
of nurturing talent, it is an integrated platform providing coordinated planning
and establishing comprehensive management and services of employment and
entrepreneurship education.

“Data Center (B35 # &)”and

“Digital Billboard (B = &1X)”

We established a standardized data chain operation system by redeveloping the
business process and developing digital pointer system and visualization platform
for real-time target tracking, forecasting and data penetration, so as to improve
the overall operation efficiency of the Group.
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“Smart Campus” Project Management System

We have implemented the “Smart Campus” project management system to manage various campus measures,
such as campus broadcasting, dormitory face recognition, standardized examination venue monitoring,
network infrastructure, servers, and software systems such as ZFSOFT. Through these measures, we better
provide services for student management, teaching management and campus security. In addition, we have
also set up different practical training programmes in campus according to the needs of different professions.
For example, the Geely Automobile Industry College of Shijiazhuang Institute of Technology was established
with an aim of further deepening the integration of industry and education and enhancing and cultivating
the application-oriented and compound talents required by enterprises.

In order to help students’ development in all aspects, Shijiazhuang Institute of Technology has actively
participated in the Plan for Improving the Training Quality of Hebei Province vocational education (2020-2023)
(At A B EH B RE EE1T8)51# (2020-2023)), and become one of the construction units of the plan. We
combine knowledge in the classroom with practical application, focusing on the development of four key
areas: intelligent manufacturing, Internet +, modern logistics management, and pre-school education. As a
practitioner of education, we uphold the vision of 21st Century Education, which is to advance the progress of
civilization through content and technology. We abide by the requirements of China Education Modernization
2035 ( (RE# B IR R12035) ), and continuously improve the conditions for school operation by utilising
cloud computing, big data, Internet of Things, mobile Internet, artificial intelligence and other technologies,
so as to promote the deep integration and innovative application of information technology and personnel
training, cultural inheritance and innovation, improve the quality of education and teaching, and cultivate
high-quality technical and skilled talents with innovative spirit and practical skills.

We are committed to providing students with a well-rounded education, and fostering their practical skills
and innovative spirit. Through participation in action plan and the introduction of advanced technologies, we
strive to enhance the quality of education of the Institute and the overall quality of our students to meet the
development needs of society, and lay a solid foundation for their future career development.
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Special lecture on “Development of
Digital Teaching Materials” organized
by the Internet College

In order to improve teachers’ digital teaching ability and promote the construction of digital teaching
material resources in the college, the College of Internet Application Technology held a special
lecture on the development of digital teaching materials for full-time teachers in November of this
year. With the theme of “ Development of New Form Digital Teaching Materials”, the special lecture
elaborated the future development trend of digital teaching materials and the needs of vocational
colleges and universities for the development of digital teaching materials in combination with
national policies. It also demonstrated the digital teaching materials on the spot with actual cases to
present a multi-level, three-dimensional and comprehensive teaching process, and analyze the core
advantages of digital teaching materials in terms of audibility, visibility, assessment and interaction.

Through this special lecture, the teachers of the college clarified the new ideas and methods of
developing digital teaching materials and gained a deeper understanding of the prospects of building
new teaching materials, which will help to further promote the transformation and upgrading of
education digitalization, realize the in-depth integration of information technology and education
and teaching, and cultivate high-caliber skilled talents adapted to the development of the times.

EESETOEN AR
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4.5 Passing on the Philosophy of Campus Governance

We have always attached great importance to the quality education of our students and are committed
to cultivating students with all-round development, innovative spirit and practical skills. To this end, we
adhere to the student-oriented educational philosophy, and focus on cultivating students’ comprehensive
and humanistic qualities, so as to promote the overall growth and development of students. We promote
the all-round development of students through various methods such as activity organization and education
management, cultivate students’ critical thinking, creative thinking and practical skills, encourage them to
explore and practice, and improve their independent learning and self-management abilities. These efforts
have made positive contributions to the cultivation of talents with high quality and innovative abilities for
our country and society.

We firmly believe that the overall growth and development of our students is not limited to the mastery of
academic knowledge, but also requires the cultivation of their comprehensive quality and humanistic qualities.
Therefore, we emphasize the diversity and flexibility of our curriculum and offer students a wide range of
subjects and interest courses. We encourage students to participate in a variety of extra-curricular activities,
such as club organizations, practical internships, volunteer services, etc., in order to develop their leadership
skills, teamwork spirit and sense of social responsibility. At the same time, we emphasize the cultivation of
students’ innovative and practical abilities. By organizing activities such as science and technology innovation
competitions and entrepreneurship training camps, we stimulate students’ innovative thinking and practical
skills, and develop their problem-solving and challenge-facing abilities.

1m CHINA 21ST CENTURY EDUCATION GROUP LIMITED



VIIl. ENVIRONMENTAL, SOCIAL AND GOVERNANCE REPORT

“Weeklong Publicity Campaign on Constitution
(|2 E&38)" organized by Institute of Technology

In order to welcome the 10th National Constitution
Day, earnestly study and implement the spirit of
the 20th CPC National Congress, carry out the
spirit of important instructions on the education
of constitutional rule of law, and enhance the
awareness of the Constitution among university
students, the Institute of Technology launched the
“Weeklong Publicity Campaign on Constitution”
series of activities in December this year, encouraging
and guiding the students to actively participate in
the “Learning and Explaining of the Constitution”
online learning activities and the “Guardian of the Constitution (BJA%&7=L)” action plan, so as to
continuously enhance the enthusiasm and effectiveness of students in participating in the study
of the Constitution. Activities such as the morning reading of the Constitution under the national
flag and the Constitution Knowledge Contest were also organized to create a strong atmosphere
for learning the rule of law and to enrich the cultural life of the rule of law on campus.

This “Weeklong Publicity Campaign on Constitution (B/AE )" series of activities actually
enhanced the awareness of the rule of law among our teachers and students, and was conducive
to guiding students to actively carry forward the spirit of the Constitution and consciously safeguard
the authority of the Constitution. In the future, the Institute of Technology will continue to conduct
educational and publicity activities on the Constitution and the rule of law, promote the integration
of constitutional education with education and teaching and daily management, actively innovate
the forms of rule of law publicity, explore the establishment of a long-term mechanism for rule
of law publicity and education, vigorously carry forward the socialist spirit of the rule of law, and
make respect for the law, learning the law, abiding by the law, and using the law a prevailing
trend on the campus.
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4.6 Improving Complaint Channels

For better learning outcomes, we must pay attention to the expectations of students and parents on the
homeschool relationship. In order to strengthen the connection between families, students and schools,
we have formulated the Parents and Students Complaint Handling System and Implementation Measures
((REREBEERFEEGEREENE) ). Through this system, we can further improve the work process,
smooth the complaint channels, effectively solve the problems reported by parents and students and enhance
investigation and punishment, so as to actively improve school work. We have established a clear complaint
handling mechanism, and formulated relevant systems, comprising internal policies such as as the Management
System for Complaints from Parents/Students ( { R&E &K BERFEIEH|E) ) and the Management Measures
of Shijiazhuang Institute of Technology for Filing Complaints by In-school Students ( {fa R IE T Bt 2 2057
BAERNEFEIEIEL) ). Staff are responsible for receiving complaints and turning issues into constructive
suggestions. The Institute should be responsible for conducting investigations to fully understand the situation,
the management should come up with solutions with all parties involved. In handling complaints, staff should
maintain a proper attitude while keeping detailed records of complaints. We also provide staff with the training
to handle complaints effectively, so as to effectively address parents’ concerns, and take measures to improve
the quality of teaching in the future to avoid similar complaint issues from recurring.

Through the above measures, we are committed to building a positive home-school partnership and enhancing
communication and understanding between the school and the families of our students. We value feedback
from parents and students, and continue to improve our work to ensure that our students are provided with
a favorable educational environment and learning experience.

During the Reporting Period, we did not receive any complaints from students or parents.
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CARING FOR EMPLOYEE DEVELOPMENT

5.1 Optimizing Employment Management

We take education as our mission and recruit talents according to the standards of both ability and integrity,
and adhere to the principles of diversity, equality and fairness. the Group actively creates an equal and
transparent working environment, builds a diverse and inclusive faculty and staff team, and establishes talent
introduction management regulations, mainly including employment principles, manpower demand application,
recruitment, interview, approval of entry, assessment and regularization.

We emphasize on campus recruitment to create human resources for the long-term sustainable development
of the Group and to train key cadres through systematic training. The main purpose of the talent introduction
management regulations is to ensure that the employment is fair, scientific and standardized, so as to select
talents who can do the work, improve the enthusiasm of employees, and develop a solid talent base. We
implement the principle of open recruitment and merit-based recruitment, and the human resources department
of each unit formulates selection criteria and submits them to relevant departments for review and approval.
Internal recruitment is carried out by various departments through the system to post job vacancies, and
existing employees can submit resumes according to their career aspirations. School employees enjoy equal
opportunities for recruitment and promotion, and will not be treated differently based on ethnicity, race, age,
gender, etc., as well as religion.

21st Century Education strictly adheres to the following employment regulations:

e Labor Law of the People’s Republic of China ( (R ZEARKLMBLENE) );

e Labor Contract Law of the People’s Republic of China ( {(FREARLFMBELEH SRR );
e Social Insurance Law of the People’s Republic of China ( {FZEE AR A FIELEREE) );

e Law of the People’s Republic of China for the Protection of Minors ( {FFZE A R FIE Ak F A (RE
ED);

. Provisions on the Prohibition of Child Labor ( {ZEIHEFRETRE) ); and
e Regulations on School Health Work ( {Z2#: &4 TIEIEHI) )

We strictly abide by the laws and regulations, and have established internal policies, such as the Labor Contract
Management Regulations of 21st Century Education Group ( (21t 42X B EELSAREBEIRMEE) ), to ensure
that our employment management is legal and compliant.

Employee Holidays and Benefits

We standardize employee attendance, leave system and employee benefits. Employees enjoy the system
of 5-day working day per week with 8 hours a day. Employees enjoy national statutory holidays and paid
holidays stipulated by the school. In addition, employees are entitled to maternity or paternity leave, sick leave,
marriage (funeral) leave, and winter leave in accordance with the law. We adhere to employment rules and
strictly prohibit forced overtime. If an employee needs to work overtime on rest days or national holidays,
he/she will receive corresponding leave compensation, and will never be forced to perform work outside of
its normal job responsibilities. If an employee needs to work overtime, he/she must log in to the OA system
to fill out an overtime application form and have it approved by the management before it can be executed.

In addition to providing basic benefits as stipulated by national laws for our employees, we also provide
auxiliary assistance for senior management in transportation, medical treatment, and education. We provide
various benefits such as holiday subsidies, tourism, and team building for all employees. To strengthen the
construction of talent echelons, promote the identification, selection, appointment, and development of
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talents, and achieve synchronous development of employees with the Company, we have established a fair,
reasonable, and transparent performance evaluation mechanism. The composition of the compensation system
mainly considers job value evaluation and performance-based compensation management to match changes
in business performance and job content. The regulations also define salary as the monetary payment directly
paid by the Company to employees for labor, including personal income tax. We are committed to ensuring a
work-life balance of our employees and providing them with fair treatment and benefits, as well as adhering
to the principles of fairness, reasonableness and transparency in the management of employee compensation
and performance, so as to promote the growth and development of employees and the Company together.

Promotion Opportunities

We are committed to establishing a fair and transparent system to facilitate employees’ career development
and promotion. We have formulated internal policies, such as the 21st Century Education Group Employee
Handbook ( {21tt@2#E LB E TF M) ) and the 21st Century Education Group Talent Ladder Building and
Inspection and Tracking Program ( QLK B EBAA BHEREERRBIRFZE) ), so as to establish and
improve the mechanism for talent selection, training and promotion, and to clarify the content of performance
appraisals as well as the guidelines for talent ladder building. Our promotion policy aims to encourage
continuous learning and professional development, and to provide equal career development opportunities
for all employees. Employees who meet the promotion criteria can make an application, and the relevant
departments will conduct a review. Successful applicants will be given the opportunity to be promoted and
receive a salary increase. In addition, employees who perform well in the annual evaluation will be given
priority for promotion and career development opportunities. We want to provide a fair, transparent and
opportunity-filled career development environment for our employees and encourage them to continuously learn
and grow in order to enhance their professional capabilities, and create more opportunities for their success.

01. Goal setting 02. Process
guidance

Employees develop a Supervisors implement

work plan to determine supervision over the

the main work content
and completion
standards, and to clarify
the completion time and
measurement standards,
and communicate with
their superiors on the
work plan to reach a
consensus

process of completing
employees’ goals, and
provide timely
communication and
guidance to ensure that
their goals are achieved

Performance
Appraisal
04. Performance 03. Result

feedback D evaluation
At the end of the Employees make a

appraisal period, the % summary of the last
immediate supervisor period of work, and
needs to give feedback superiors evaluate

on the employee’s employees based on

appraisal and listen to their individual work
the employee’s plans, completion
opinions, so as to standards, and other
promote continuous work-related factors, in
improvement accordance with the

evaluation criteria
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We provide multiple career development paths for our employees, and have established the business system of
“Education Consultant — Gold Medal Coach — Principal — General Manager” as a promotion channel for our
employees. At the same time, we standardize the training and selection of our employees through the design
of a generous salary and qualification system, providing multiple paths for the development of employees’
careers, which aims to guide them to improve their knowledge, quality and skills through continuous learning,
and to choose different paths for their development.

In order to stimulate teachers’ learning and growth, and to promote the improvement of the teaching team,
Saintach Kindergartens has formulated the Management Measures for Famous Teachers and Star Teachers ( €Al
F2ENANRR 2 ZENE B IEE) ) to identify, cultivate and recognize outstanding teachers. We encourage teachers
to actively participate in educational research and professional training, and provide them with appropriate
resources and platforms. Through these measures, we endeavor to build a team of motivated, enthusiastic and
creative teachers to provide quality educational services for our students’ learning and growth. We evaluate and
assess teachers, including classroom effectiveness, teaching effectiveness, work attitude, parent satisfaction,
etc. The teacher’s level will have a progressive benefit to encourage them to learn and grow when promoted
to a higher teacher level. The evaluation and assessment of teachers is to ensure that they are performing at
their best in all aspects of their work and continue to improve the quality of their teaching.

Teacher levels

Bachelor’s degree; More than 5 years of
teaching experience (teacher
qualification/director qualification/family
education instructor qualification, etc.)#

kExceIIent teacher

Bachelor’s degree; More than
1 year teaching experience
(teacher qualification)

Renowned teacher

Junior college or above;
- @ & More than 1 year
teaching experience
(teacher qualification)

Star Teacher

In addition, employees who perform well found in the annual evaluation process will be prioritized for promotion
and career development opportunities.

Resignation management

In order to attract and retain outstanding faculty and staff, we have clear employee resignation procedures
designed to minimize the loss of resources. These procedures cover the process of terminating an employment
relationship initiated by either the employee or the Company. Employees must give advance notice and
follow the appropriate procedures to leave their positions, and failure to do so may result in consequences.
The Company may terminate employment relationship under several circumstances, including failure to meet
requirements during the probationary period, violation of the Company’s rules, providing false information
or causing harm to the Group. In case of resignation compensation, it must be implemented in accordance
with relevant laws and regulations and the results of negotiations between the employee and the Company.
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We are aware of the impact of employee turnover on the organization, and therefore we strive to ensure
the fairness and transparency of the resignation process. At the same time, we also value the opinions and
feedback from our employees, and endeavor to resolve issues that may lead to employee turnover, so as to
improve employee satisfaction and maintain talent stability.

In terms of prohibition of child labor, 21st Century Education closely observes such laws and regulations as
the Law of the People’s Republic of China for the Protection of Minors ( { A R HEFIE AR FE AREL) ),
and the Provisions on the Prohibition of Child Labor ( (ZEIFEHZE T F) ), and has also formulated internal
policies such as the Labor Contract Management Regulations of 21st Century Education Group ( {211 4224
EEELEASREEMRE) ), so as to prevent child labor. Once a minor is identified during the recruitment
process, we will absolutely refuse acceptance. During the Reporting Period, the Group was not aware of any
case of non-compliance in relation to employment, child labor or forced labor.

Employee Training and Development

21st Century Education attaches great importance to talents. We are committed to providing support for
employees’ career development on the basis of fair and harmonious labor relations, and strive to build a platform
that allows our employees to develop their talents. Through the establishment of a hierarchical training system,
we have included all levels of our employees in the scope of training, and through continuous, all-round and
diversified training, we have improved the professional ability and management level of our employees, and
helped employees at every level to grow rapidly.

We have established clear guidelines to continuously improve the overall quality of our employees, and make
them as the standard for employee promotion, and we have also formulated different training programs
according to different schools, to ensure that our employees are equipped with the required skills and
knowledge for success of their positions and career development. We have actively provided teachers with
a range of training programs and workshops, which cover a variety of topics including time management,
effective communication and leadership skills, so as to assist them in developing skills and expertise. We are
committed to ensuring that all employees have equal opportunities for promotion.

Shijiazhuang Yuying Experimental High School* (AZHEFEERFE) has
established a standardized training platform, and the training outline targets the

Shijiazhuang Yuying backbone employees and topic leaders as the main users to meet the professional
Experimental High development needs of teachers. We have established a system of teacher training
School* (ARFEBHE  courses, which are categorized as “three types of courses” (morality and ethics,
B E) knowledge and skills, and practical and experience). We will improve their

knowledge and skills in the humanities, sciences, and physical and mental health
through providing monthly training sessions on morality and ethics for teachers.

New Gaokao* (¥713 %) Business institutions has established corresponding training
systems for employees at different levels:

e New employees — “New Team Training System”
New Gaokao* (#i2) ¢ Campus management — “Training System for School Principal”
Business institutions e Talent — “Hero Lion Team Training System”

The establishment of the training system helps to provide targeted training and
development opportunities for employees at different levels, thereby enhancing
their abilities and qualities, and promoting the overall development of the Institute.
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Shijiazhuang Institute of Technology has compiled the “Shijiazhuang Institute
of Technology Employee Training Manual ( (ARIIE TR ERR 8 T3
F) )", which aims to comprehensively improve the overall quality of the
Institute’s employees, and follows the principle of training mainly through
independent training and supplemented by external training, so as to ensure the
comprehensiveness and relevance of the training. The training manual implements
hierarchical training according to the traction of the functional departments of
the affiliated system, and carries out training according to the needs of different
functional departments and personnel, so as to better meet the learning needs
of employees and improve their professional skills and teaching level.

Saintach Kindergartens has set up initiatives such as the advanced training camp
for major class teachers and the rookie training camp to meet the needs of
teachers in the new semester, and has achieved the development of a ladder-
type organization:

Advanced training camp for major class teachers

The training includes knowledge and skills in teaching methods and strategies,
classroom management, parent communication, etc., which aims to enhance the
professional competence and teaching level of the major class teachers, so as to
better cope with the teaching work and provide high quality education services.

Rookie training camp
The training camp aims to accelerate the growth and development of the
kindergartens’ management and reserve personnel, enhance the operational

efficiency and competitiveness of the organization, and provide strong support
for the sustainable development of the Company in terms of talent supply.
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Through our employees training and development programs, employees are able to fully realize their potential
and contribute to our sustainable success. We value the growth and development of our employees as they
are an important asset to the organization. We provide continuous training and development opportunities
to help our employees acquire new skills, broaden their knowledge base, and enhance their competitiveness
in the workplace. We encourage our employees to actively participate in training activities and provide them
with supports and resources to meet their learning needs. Our goal is to build a learning organization that
continuously enhances the competence and professionalism of our employees to adapt to the ever-changing
work environment and needs.

The Institute conducts professional growth
training for teachers’ competency enhancement

In order to stimulate teachers’ sense of responsibility and mission to cultivate both moral and
professional skills, lead them to give full play to the function of curriculum nurturing, continuously
strengthen the practice in education and teaching, update the concept of education, improve
professional level, and promote the overall improvement of educational and teaching quality, all
the teachers of Shijiazhuang Institute of Technology participated in the 3-day “Empowerment

and Quality Improvement, Setting Sail for the Dream — Professional Growth Training for Teachers’
Competency Enhancement (fREE1RE - RE RN — ZRENBE IR A F (LK R

The training took the construction of teachers’ ethics and teaching styles as its first task, and
the enhancement of morality cultivation ability and teaching ability as the key contents of the
training. It focused on the multi-dimensional enhancement of teachers’ quality around the teaching
method, classroom atmosphere, competition experience and talent cultivation, etc., and innovated
the dual cultivation mode of “teachers’ ethics accomplishment” and “professional ability”, so as
to enhance teachers’ morality cultivation sense and morality cultivation ability. The aim of this
training program is to help teachers update their concept of education, strengthen the practice in
education and teaching, and improve their professional level. Through the training, we hope to
lead teachers to continuous growth and progress, so as to promote the overall improvement of
education and teaching quality.
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Staff training information

Shijiazhuang Institute Male Female Management Business Teacher
of Technology and function
position
Proportion of trainees' 42.6% 57.4% 1.2% 6.2% 92.6%
Average training time 145 160 110 130 120
(hours)?
Saintach Male Female Management Business Teacher
Kindergartens and function
position
Proportion of trainees' 6.1% 93.9% 10.3% 6.7% 83.0%
Average training time 51 88 88 17 59
(hours)?
Shijiazhuang Yuying Male Female Management Business Teacher
Experimental High and function
School* (AREER position
BERTE)
Proportion of trainees' 21.0% 79.0% 1.5% 7.7% 90.8%
Average training time 85 97 20 60 110
(hours)?

Proportion of trainees is calculated by dividing trainees of the specific category by total trainees as of the Reporting Period based on Social KPI B3.1
in “How to Prepare an ESG Report — Appendix lll: Reporting Guidance on Social KPIs” published by the Stock Exchange.

Average training time is calculated by dividing total training hours of the specific category by total employees as of the Reporting Period based on
the calculation of Social KPI B3.2 in “How to Prepare an ESG Report — Appendix Ill: Reporting Guidance on Social KPIs” published by the Stock

Exchange.
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5.3 Employee Health and Safety

21st Century Education attaches great importance to the health and safety of employees. We comply with
relevant laws and regulations, such as the Law of the People’s Republic of China on the Prevention and
Control of Occupational Diseases ( {1 #E A R FBIRE 2R fmIBL FIHEHE) ) and the Plan of the Hebei
Province on the Prevention and Treatment of Occupational Diseases ( AldtABE B AR E) ), and have
therefore formulated various policies and measures, which aim to prevent and control occupational disease
hazards. Internally, we have established the Safety Inspection Plan and Protective Measures ( { Z& &5t
ZIFIBFHHEHE) ), the Emergency Response Plan ( (222 &:1#]) ) and the complete Safety Management
System Compendium (Z2E R X ME4R), so as to meet the specific needs of employees. In addition, we
organize health and safety training activities on a regular basis to cultivate their safety awareness and protect
their occupational safety.

Saintach Kindergartens has established the Safety Management Systems of Saintach Kindergartens ( {37 X
HRBELZE2EEHE) ) and the Standardization Manual for Sanitation, Disinfection, and Epidemic Prevention
of Saintach Kindergartens ( CETRIE4) R E AT EEPIEZE({LFM) ) to standardize the safety management
in Kindergartens, so as to ensure the personal and property safety of all kindergarten children and staff. Our
purpose in formulating these systems is to identify potential safety issues, and ensure compliance with our
safety policies and procedures. Once any safety issues are found, we will immediately resolve them and take
corrective measures if necessary.

For the New Gaokao* (¥7/5%) Business institutions, we provide safety training for employees to ensure they
have the knowledge and skills required to identify and manage safety risks. We are committed to maintaining
a safe and healthy work environment, and continue to place the health and safety of our employees at the
forefront of all our operations.

Campus Safety Management

Campus safety is the precondition and foundation of smooth school education work. We pay high attention
to campus safety management. To constantly instill safety awareness and related crisis response methods to
students and faculties, 21st Century Education strictly adheres to the following laws and regulations:

e People’s Republic of China ( (FREARLMBEHE L) )

e Fire Protection Law of the People’s Republic of China ( {F#E A RFELFMEEFE) )

e Law of the People’s Republic of China on the Protection of Minors ( { FFZE A R LFIEI AR F A RE
E) )

e Regulations on the Fire Safety Management of Colleges and Universities ( { &S5 E2REH L2 EER
E) )

e Measures for Safety Management of Middle, Primary Schools and Kindergartens ( (/N NE1) T EZ 2
BEHLE) )and

e School Safety Regulations of Hebei Province ( CR4b&E#ZEIEH]) )

1 10 CHINA 21ST CENTURY EDUCATION GROUP LIMITED
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By adhering to relevant laws and regulations, strengthening campus safety management and education, we
ensure the safety of students and staff, thus providing a stable guarantee for our school’s educational and
teaching work. We have instituted a safety management system to ensure the life safety of teachers and
students and the property safety of the school. We constantly improve the safety management system, and
pay close attention to the implementation of safety management, supervision and education in personal
safety, fire protection, transportation and epidemic through regular education, training and drills on epidemic
prevention and firefighting safety.

During the Reporting Period, no major safety incidents occurred in any campus of the Group.

Implementing Campus Safety

Campus safety is our top priority. We will continue to improve and perfect our campus safety work to enhance
the safety awareness and emergency response capabilities of all teachers and students in the school.
Shijiazhuang Yuying Experimental High School* (AR B X ERFZ) has established the Fire Emergency
Evacuation Drill Program of Shijiazhuang Yuying Experimental High School ( (ARIEB R E BN K EEL
BUSEBR A ZE) ) to conduct fire emergency evacuation drills, aiming to improve the school’s organization and
management level in fire emergency evacuation, strengthen the safety awareness and emergency evacuation
ability of teachers and students, and cultivate students with emergency behavior habits that benefit their whole
lives. The drill scenario is set as an emergency evacuation drill for teachers and students in case of a fire in
the teaching building during class time. Through drills, schools can promptly identify and solve problems in
emergency evacuation, improve the capability of faculty and students to respond to emergencies, and prepare
adequately for future safety incidents such as fires.

Shijiazhuang Institute of Technology has formulated the Safety Emergency Plan of Shijiazhuang Institute of
Technology ( (ARHE TRHER L 2EETEER) ) emphasizing the importance of prioritizing the safety of
students and employees. The plan follows the principle of “prevention first, proactive response” to eliminate
or reduce any potential security risks on campus. We have established a security emergency team led by
the chairman of the Institute, which is responsible for campus security. The members include the Academic
Affairs Office, Student Affairs Office, School of Medicine and Nursing, Business Operation Office, Logistics
Management Office and Security Office. The purpose is to raise awareness of safety responsibilities among all
members and enhance their ability to protect themselves. The plan also includes improving security regulations,
establishing a network accountability system, and creating prompt and effective emergency mechanisms to
ensure the campus.

The Fire Safety Emergency Plan of Shijiazhuang Institute of Technology outlines the roles and responsibilities of
the fire safety emergency team, including the dean of the institute, executive vice president, and others. The
institute establishes a medical rescue team to assist and transfer injured people to the hospital. In addition,
fire safety education must be conducted and all classrooms must have accessible and orderly evacuation exits.
Finally, leaders of the Institute should investigate the cause of the fire and record the damage in writing.
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Shijiazhuang Institute of Technology conducted
a comprehensive campus safety inspection

In order to eliminate the potential safety hazards on campus in an all-round way and ensure the
safety and stability of the campus, the Institute of Technology carried out a comprehensive campus
safety inspection in December of this year. It was a centralized inspection carried out for inspecting
the potential safety hazards on campus, focusing on fire safety, food safety, practical training safety,
dormitory safety, building safety, traffic safety and other key points. The inspection team went deep
into key places such as libraries, student dormitories, student canteens, practical training buildings,
monitoring rooms, and power distribution rooms to carefully investigate and eliminate problems
and potential dangers. The problems and potential dangers discovered were claimed on-site by the
relevant departments for rectification, to strictly prevent various safety accidents from happening.

We are committed to ensuring the safety of our campus, and continue to strengthen safety
awareness and training to enhance the safety consciousness and emergency response capabilities
of all teachers and students. At the same time, we will further improve campus facilities and
equipment, and strengthen the construction of security management and monitoring systems, so
as to ensure the safety of all aspects across our campus.
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Influenza prevention and control on
campus, sanitation and disinfection first

In order to prevent respiratory infectious diseases such as influenza and mycoplasma pneumonia,
we actively carried out the prevention and control of infectious diseases in our schools, optimized
the hygienic environment of our campuses, strictly implemented prevention and control measures
to safeguard the health of our students and teachers and to create a healthy and safe campus. In
November, our school carried out an all-around and no blind spots disinfection work, based on the
principle of “comprehensive and thorough, leaving no blind spots”, starting from the “heart” and
starting from the “details”, and operated in strict accordance with the standards and specifications
of hygiene and disinfection management, which effectively prevented the breeding and spreading
of infectious diseases, reduced the occurrence of prevalent illnesses in the campus, and built up
a solid protective barrier for the lives and health of teachers and students.

T

During the Reporting Period, the Group did not receive any complaints or lawsuits regarding violations of
health and safety-related laws. Neither were there any cases of death due to work during the past three years.

Food Safety Management

Adhering to the guidance of food safety, we earnestly fulfill the responsibility of protecting healthy growth
of each student. We strictly abide by the Food Safety Law of the People’s Republic of China ( (## AR
MERMZEE) ) and the Regulations on School Food Safety and Nutritional Health Management ( { 2%
BERETEHEERFEEEMRT) ) to create a healthy and safe food environment. Shijiazhuang Institute of
Technology and Saintach Kindergartens provide dining service during the teaching service process. In order
to ensure the safety of food for the whole school, we have adopted the following measures.
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Shijiazhuang Institute of Technology has set up a food safety emergency team, composing with the dean of
the institute as the leader, the executive vice president and the vice president as deputy leaders, and members
of each department. It has formulated the Safety Emergency Plan of Shijiazhuang Institute of Technology
((CERHETBESRL2MEETEZR) ), which summarizes the steps to be taken in case of food poisoning
incident, including reporting to local health authority, providing medical care for affected individuals, securing
food supply and conducting investigations. It also emphasises the importance of keeping calm of and providing
psychological support for affected individuals, and shall communicate with related departments and personnel.
In addition, it specifies actions to maintain order and smoothly take patients to hospital. After taking patients
to hospital, the leaders and relevant staff shall visit and comfort them. In addition, Shijiazhuang Institute of
Technology issued the Standardized Operation Manual for the Canteen Merchants in Shijiazhuang Institute
of Technology ( (EFRHIE TR ESRREFFPIZERIETFM) ), the Standardized Canteen Management
Manual of Shijiazhuang Institute of Technology ( (BRI THEZHR R EZEE(CEEFM) ), the Emergency
Plans for Food Poisoning of Shijiazhuang Institute of Technology ( ¢ ARE B TR ESRRYTSESIER) ),
the Management System for Canteen Food Procurement and Processing ( (RERMEFEE LM T EEFIE) )
and the Management System for Canteen Cold Chain Food ( {RE R #HRMEEHIE) ) to make best efforts
to create a healthy and safe food environment.

Saintach Kindergartens developed the Safety Management Standardization Manual ( {Z 2 & E1ZE({LF ) ),
which contains risks in the diet and sleep of children and precautions, and describes the risks, precautions
and requirements and response in detail. For example, teachers should be aware of the allergy history of
children and symptoms after intaking allergic foods in advance before enrollment. If children intake allergic
foods, the kindergarten shall notify health care personnel for inspection as soon as possible, and send them
to the hospital if necessary, so as to reduce the risk of sudden food safety accidents. In terms of procurement,
staff should buy meat, eggs and milk in regular supermarkets or regular markets, verify relevant certificates
and ask for invoices. If any quality problems found, staff shall retain and report to the management of the
kindergartens to preserve evidence.

During the Year, Saintach Kindergartens has introduced an advanced kitchen management model, and made
every effort to create a “4D" kitchen, so as to improve food hygiene and safety standards, and to strengthen
the safeguards for the safety of children’s food. We have upgraded the standardized management of the
kitchen starting from “Being Arranged, Being Responsible, Being Trained, and Being Implemented (E31% |
fif ~ SEBIRL - FNERBNEL  7TRIAL)”. Under the “4D” management system, the traditional kitchen has been
upgraded, becoming neat and tidy, well-organized, standardized, and healthy and safe. At the same time,
we provided training to our staff, and shared a large number of cases of successful introduction of “4D"
kitchen management. We explained how to implement “4D" operation standards in each area, and arranged
the office supplies, tools, utensils and ingredients in the kitchen in a reasonable and orderly manner through
illustration and labeling, helping staff to achieve the goal of clean and orderly, standardized and safe kitchen
management. Through the introduction of advanced kitchen management mode and staff training, Saintach
Kindergartens has improved the level of food hygiene and safety, and strengthened the line of defense for
children’s food safety.

Being responsible

To ensure that every item
and every process in the

Being implemented
To require the participation of

all staff, scientific supervision,
and long-term maintenance

Being arranged kitchen is managed by a

person who is responsible for it To adopt various forms of

training for all back-of-kitchen
staff to fully understand and
master the practical skills of
4D management

During the Reporting Period, 21st Century Education and its subordinate schools did no aware of any food
safety risks or any food safety accidents occurred.

To ensure that the kitchen
is neat, labeled and clean
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STABLE BUSINESS OPERATION

6.1 Supply Chain Management

The Group has clarifies the approaches and duties of procurement management in the Procurement Management
Measures of 21st Century Education Group ( {2142 BB E BB EENE) ), the Measures for Evaluation
and Management on Suppliers of Shijiazhuang Institute of Technology ( 77 5% 38 T B 2 £205 (it e g s £
EIRPHE) ) and other documents. Such management measures define procurement methods, procurement

procedures, supplier classification and rating and blacklist management.
S e Supplier
management managemen
Strictly punish suppliers for

Establish clear procurement
breach of contract and

policies and procedures,
dishonesty, including blacklist-

Supplier
management

Set up a supplier classification
and grading database. This

including standards and database divides suppliers into

requirements for bidding
procurement and non-bidding
procurement, so as to ensure
transparency, fairess and
compliance in the procurement
process, and to ensure the
social and environmental

three levels A, B, and C grades,
aiming to identify excellent
partners, systematically manage
supplier qualifications, prevent
violations that harm the
Company’s interests, and
improve management efficiency

ing them and terminating future
cooperation, so as to improve
the Company’s operational
efficiency and reduce the losses
caused by supplier risks

responsibility of suppliers

In the process of supplier classification and grading, we adhere to the principles of “management by
classification, standard setting, openness and transparency, supervision and control (D& & « ZEH|T A
FFERR - BB AR)" to systematically manage supplier qualifications in three grades, so as to identify excellent
partners, and blacklist suppliers who provide false information. The supplier categorization and grading database
is checked and updated on a quarterly basis to prevent qualified suppliers from being left out, and to make
appropriate adjustments to the grades of suppliers that have been listed in the database.

We also identify and assess suppliers’ social risks, such as the credibility of qualifications and influence. We
attach importance to quality of suppliers. For example, Shijiazhuang Yuying Experimental High School* (&
REBHRERTE), our affiliate, gives priority to companies with 1ISO9001: 2008 certification in selecting
suppliers. The implementation of the certification standard can help enterprises to establish a scientific quality
management system, reflecting the importance we attach to quality control and supply chain management.
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Furthermore, suppliers who provide false information will be suffer severe disciplinary measures such as
blacklisting and ceasing all future collaborations, which is favorable to the improvement of our operation
efficiency and prevent losses result from problems relating to suppliers. We prioritise transparency and
accountability in our procurement management measures, which enable us to assess all suppliers in a fair and
objective manner. We believe that maintaining a responsible and ethical supply chain can contribute to our
sustainable development. Our procurement management measures are designed to ensure that all suppliers are
assessed based on objective criteria, and social risks are identified and assessed. We have zero tolerance for
suppliers who provide false information and have established strict blacklist management procedures. Through
responsible and ethical supply chain practices, we strive to create value for our stakeholders and contribute
to our sustainable development. If the procurement process involves situations such as non-conformity of
specification, the handling of such situations is collectively referred as the return and exchange process.
Compensation or claims shall be made in accordance with the terms of the purchase contract. In the event
of non-conformity of specification or quality problems, suppliers shall replace or repair the goods on request,
and the cost shall be borne by the suppliers.

We should take into account the social and environmental risks and the importance of promoting more use
of environmentally friendly products and services by suppliers in the course of procurement. We also require
suppliers to sign the Integrity Cooperation Agreement ( {ERZ& EHEE) ), which is a formal document
entered into both parties to ensure ethical and transparent commercial practices. As a key measure to ensure a
responsible and sustainable supply chain, the Integrity Cooperation Agreement summarizes the responsibilities
of both parties to maintain a fair and justice business relationship and prevent any action that may damage
interests of parties. By promoting ethical practices and anti-corruption, the agreement is beneficial to reduce the
social risks related to supply chain operation. We have developed the Green Procurement System and Measures
( (4REFREHIE RFER) ) to implement green procurement, including taking into account the balance of
economic and environmental benefits, building a green supply chain and selection criteria of green suppliers.
In order to build a resource-saving and environment-friendly society, we will actively optimise and improve
the supplier management system, while also increase the adoption rate of environmentally friendly products
and services in line with the actual business situation, in bid to achieve the goal of sustainable development.

During the Reporting Period, we established partnerships with 129 suppliers in total, of which 119 suppliers
were from Hebei Province and the remaining 10 suppliers were from outside Hebei Province.

Suppliers by region

8%

’ﬁ

g

1 Within Hebei Province B Outside Hebei Province

92%
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6.2 Responsible Marketing

In formulating its marketing strategy, 21st Century Education strictly complies with regulations, including
the Advertising Law of the People’s Republic of China ( {(fFZEAREXFBEEEL) ), the Law of the People’s
Republic of China on the Promotion of Private Education ( (I AR EMBERPHE(R#EL) ) and the Anti-
unfair Competition Law of the People’s Republic of China ( {F#ZEAR KB R NEEFHEFEE) ), to ensure
that all marketing practices are in compliance with the law. We promise that all the publicity content is true
and correct, and free of any misleading publicity. We strictly implement the procedures for filing student
recruitment brochures and advertisements with the authorities for examination and approval, putting an end
to any illegal publicity.

In our marketing and enrollment activities, we strictly adhere to the principle and promise of “truthfulness
and accuracy”, avoiding false, exaggerated, or misleading publicity. We accurately communicate the school’s
educational philosophy, curriculum, and the achievements of our teachers and students to ensure that parents
and students can make informed choices. We uphold the following principles in our marketing and enrollment
activities:

Truthful Marketing Content

We are committed to ensuring that all of our marketing materials
are truthful and accurate, avoiding false, exaggerated, or misleading
publicity. We accurately communicate the school’s educational
philosophy, curriculum, and the achievements of our teachers and
students to ensure that parents and students can make informed
choices.

N

Compliance with Enrollment Regulations

We strictly enforce the enrollment prospectus to ensure that the
enrollment policies, procedures and standards are fair, transparent
and legal, and follow the regulations to ensure that the enrollment
prospectus and advertisements and other promotional materials are
submitted to the approving authority for record.

Prohibition of Unethical Marketing Practices

We reject any marketing practices that violate laws or regulations,
including false publicity, unfair competition, and defamation of
competitors. We operate in good faith and in accordance with the
law, and abide by industrial ethics and commercial standards.

b

During the Reporting Period, all marketing and promotion of 21st Century Education complied with the
regulations, and did not violate any regulations.
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6.3 Integrity and Honesty

21st Century Education insists integrity and compliant operating. We strictly comply with the Self-discipline
Guidelines of the Communist Party of PRC ( {FP Btk 2 FRER 5 2 %E8]]) ), the Disciplinary Regulations of the
Communist Party of PRC ( (P BILEZ 422 EE 7 1&H) ), the Anti-Corruption and Bribery Law of the People’s
Republic of China ( (fFZEARKEFE R E)SIFEEE) ) and the Anti-Money Laundering Law of the People’s
Republic of China ( (AR KEFMBEIR %% ) ) and other regulations relating to anti-corruption, and we
are determined to eliminate any corrupt practices such embezzlement and bribery. We promote a corporate
culture of honesty and integrity, create a corporate culture environment of anti-fraud, anti-corruption and
anti-money laundering, assess the risks of fraud, corruption and money laundering, and establish specific
control procedures and mechanisms to reduce the chances of fraud, corruption and money laundering. The
scope of acceptance includes the violation of integrity discipline and ethical conduct by staff members, such as
corruption and embezzlement, favoritism and fraud, rent-seeking by power, transfer of benefits, and improper
benefit-seeking behaviors, and also includes complaints about staff concealing major risks and operational
accidents, as well as unauthorized absence from duty, falsification, negligence and other acts of dereliction
of duty and malfeasance. We will handle each complaint seriously and take appropriate investigative and
disciplinary measures to ensure a fair, transparent and clean working environment.

We have formulated the Anti-Fraud, Anti-Corruption and Anti-Money Laundering Management System
(=& RESRREEEESIE) ), which aims to prevent employee fraud, corruption and money
laundering. The system covers a number of topics including the leadership and training to promote ethical
behavior, encouraging employee compliance with laws and regulations, implementing effective unethical
behavior reporting mechanisms, and assessing and controlling the significance related to fraud and money
laundering risks.

We have established reporting channel for employees to report any ethical violations, suspected fraud,
embezzlement and money laundering within the Company. The reporting channel is managed by the head of
legal compliance department. We receive, retain and process anonymous or real name reports and maintains
written records. The system provides for procedures for investigations involving senior management and
non-senior management. We may also engage external specialists to assist in investigations and request
recommendations for improvements to affected operations.

The reporting channels are as follows:

Reporting telephone: +86-010-85950790

Email: jubao@2 1stedu.com

Online system: https://www.2 1centuryedu.com/report/online
Mailing address for receipt of whistleblowing materials: 15/F, South Tower, Zhonghai Plaza, 8 Guanghua

Dongli, Chaoyang District, Beijing, the PRC

We are committed to fostering a transparent and ethical work environment. Through the above systems and
reporting channels, we will ensure that any irregularities are identified and dealt with in a timely manner and
that appropriate disciplinary action is taken. We value employee participation and cooperation in working
together to uphold the Company’s reputation and ethical standards. When we identify fraud, corruption, or
money laundering by our employees, we will take remedial action including written reporting to assess and
improve internal controls, and take appropriate action against violators and, when necessary, notify internal
and external third parties of the action results. We require employees to sign the Integrity Cooperation
Agreement ( {BEZA1EEZ) ) to ensure normal business interactions and to prevent actions that would
be detrimental to the interests of both parties. If an employee violates the Company’s integrity management
system and the provisions of agreement, the Group will impose administrative and financial penalties on the
responsible personnel depending on the severity and impact of the incident, and transfer suspected illegal
and criminal cases to judicial authorities.
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We have conducted a series of trainings to enhance employees’ awareness of bribery, extortion, fraud and
money laundering, and to provide positive guidance to establish correct values. During the Reporting Period,
we provided anti-corruption training to our directors and staff to raise their awareness of bribery, extortion,
fraud and money laundering, as well as to provide positive guidance to directors, senior management and
key staff of the Group to establish correct values.

During the Reporting Period, 21st Century Education and each of its affiliated schools did not receive any
case in relation to corruption lawsuits.

Protecting Intellectual Property Rights

21st Century Education strictly complies with the relevant laws and regulations relating to the control and
management of intellectual property rights, including:

e Trademark Law of the People’s Republic of China ( (AR HMBEIFEIZE) )

e Patent Law of the People’s Republic of China ( (FZEARKEMBEHEFPE) )

e Copyright Law of the People’s Republic of China ( {FR#E A REFIEZ/EH#E) ); and

e Anti-Unfair Competition Law of the People’s Republic of China ( {FZE A RFEFE R NEEFHFE) ).

In order to regulate the use of trademarks, protect the exclusive rights of registered trademarks and safeguard
the legitimate rights of enterprises, 21st Century Education has established management systems such as the
Trademark Management Measures of 21st Century Education Group ( {2142 B £ B EIZERIEE) ), the
Control Procedures of Saintach Education for the Risk Management of Intellectual Property Rights ( <37 R
B ARG EIEEHIF2F) ) and the Intellectual Property Rights Management System ( (lsE EE
EBHIE) ). All employees are required to comply with the relevant management rules and to enhance their
awareness of trademark legal protection.

We are committed to safeguarding intellectual property rights, and we have implemented policies and
procedures to protect our intellectual property rights, including regular audits for identifying and resolving
any potential infringement issues. We safeguard the legitimate rights and interests of the enterprise. The
Maintenance Management Department is responsible for supervising and inspecting the use of trademarks in
each business unit. The Human Resources and Administration Department serves as the Company’s trademark
usage management department, and members of the decision-making team is responsible for the management
of the Group’s trademark usage.

The Group provides patents protection for our students to safeguard their legal rights and strengthens the
protection of the Group’s curriculum and other creative achievements to improve the intellectual property
system. We are dedicated to protecting the Group’s intellectual property rights, including but not limited to
trade names, trademarks (logos), copyrights and confidential data (including different curricula and teaching
materials).

As of 31 December 2023, the Group maintained 60 registered patents and added 13 new patents.
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6.5 Protection of Information Security

We strictly complied with the Cybersecurity Law of the People’s Republic of China ( {ff#E A R EFBE B L
2J%) ), the Data Security Law of the PRC ( {1 ZE AR HEMBEEIEZ 2%) ) and other laws and regulations.
The Group continuously improves its privacy protection system to ensure the personal information security
of all employees, students, and parents. In order to manage and control information security, the Group
has established an information security management system to carry out and control the management and
implementation of information security within the system. We have formulated the Management Measures
for Information System of 21st Century Education Group ( <211ﬁi3%ﬁ§%‘€l1m_ EHEEIEPE) ) and the Use
Specifications for the Information Management System ( {12 BB Z#F A %) ) and other regulations. By
utilizing information management systems, we can improve efficiency, reduce errors, and enhance security.

We require all employees to comply with relevant regulations, including obtaining approval from the Institute’s
Information Technology Center before using new information systems. The Use Specifications for the Information
Management System ( {{E BEBREHFEARF) ) specifically stipulate requirements for user management,
process management, data information and system security. Each department of the college is responsible for
complying with these guidelines, and those who do not comply will result in penalties such as warnings or
fines. We emphasize the importance of following these guidelines to improve the college’s information system
services and reduce risks. Protecting information security is our top priority, and the Group will continue to
strive to strengthen information security management to ensure the confidentiality, integrity, and availability
of personal information.

In the era of highly developed information digitization, network security is more important. Shijiazhuang
Institute of Technology has established the Management Measures for Network Security and Informatization
Construction ( (R L2 B(LERXEFIEIE) ), which stipulates the duties of the network security and
informatization leadership group, information technology center, as well as the leaders and information officers
in charge of each department; it also clarified the management duties of the Information Technology Center,
including but not limited to the formulation of plans, standards and specifications, funding budgets, as well
as the review, guidance and support of information system projects; it also emphasizes the importance of
information standards and coding, and stipulates unified information coding standards to ensure interoperability
and data security of information systems of all departments. At the same time, campus network users should
comply with the relevant national laws and regulations, they must not use the campus network to engage
in activities violating national laws and regulations and the rules and regulations of the college. They should
properly keep their unified identity authentication account and online account to avoid personal information
leakage.

Saintach Kindergarten formulated the Management Measures for Early Childhood Education Information
System for Saintach Kindergarten ( GTABRZ ZHEEERZHEEDE) ), which further strengthened the
management of the Company’s computer software and hardware, office network, office system and server
system. We require that employees’ computer operating systems must be installed with genuine authorized
operating system security packages. Each department must conduct a quarterly self inspection on the virus
protection of the computer operating system, and feedback the results of the self-inspection to the information
system administrator. The information system administrator assesses the employees’ computer operating system
virus protection of the Company according to the self-inspection, and fills in the Software Security Assessment
and Password Setting Checklist ( (Bt 22 FHAEREFHREMER) ).

The Group standardizes the management of information system licenses, maintains the security of information
systems, guarantees the information security of users while using information systems and ensures the normal

and stable operation of information systems.

During the Reporting Period, we did not receive any substantiated complaints about invasion of personal
privacy or leakage of any personal data.
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ADHERE TO LOW-CARBON DEVELOPMENT

We strictly comply with the Environmental Protection Law of the People’s Republic of China ( { P A R £ MEIREE
{R#&%) ), Energy Conservation Law of the PRC ( {H 2 AR EFIREIXIEEIRE) ) and other laws and regulations,
and spare no effort to create a green campus environment. We integrate the concept of green development into
school operations by promoting green office, emission reduction and resource conservation and energy conservation,
so as to work together with all the teachers and students to protect the green home.

7.1

7.2

Mitigating Climate Change

According to our assessment on physical climate risks, physical risk refers to the potential consequences
associated with extreme weather events such as urban floods, water scarcity, and extreme high temperatures.
These risks pose direct damage and impact to our infrastructure and facilities, and may disrupt our operations
that heavily rely on electricity as our primary energy source. In addition, the continuous rise in temperature
may lead to an increase in resource and energy usage, thereby increasing our operating costs. To mitigate
these risks, we have taken measures to develop a disaster response plan and provided training and evacuation
drills for our employees. We understand the importance of addressing physical climate risks and are committed
to ensuring the safety and sustainability of our campuses. We have released the Shijiazhuang Institute of
Technology’s Precautionary Measures and Emergency Plans for Outdoor Sports Activities in Response to Smoggy
Weather ((AREBEIRXSZRANEEZERRPINEE BB EEERESIER) ), which formulates
measures to reduce the impact of adverse weather conditions on the health of students and teachers, such
as identifying catastrophic weather conditions. If there is a warning or severe weather occurs, the head of the
Public Education Department or the head of the Sports Teaching and Research Office should notify relevant
teachers before sports activities or classes. Then relevant teachers would notify their students. Relevant teachers
should carefully follow the arrangements for adjusting or canceling physical education classes to properly
handle all matters related to these changes and ensure the safety of students and teachers.

We have identified transformation risks that we may face potential consequences such as reputation damage
and loss of competitive advantage, and increased costs due to more necessary resources investment in new
teaching models when China’s carbon neutral policy becomes more stringent. Therefore, we have implemented
the current countermeasures to mitigate risks and made public disclosure of the Company’s greenhouse gas
emissions data and efforts in low-carbon operations in the ESG Report to actively maintain the corporate image.

Reasonable Use of Natural Resources

Water management

We effectively carry out water-saving management in three aspects: water management from the source, water
conservation from the process, and wastewater discharge control. We actively respond to the policy guidelines
of the regulatory authorities, and strictly implement the Water Pollution Prevention and Control Law of the
PRC ( (FrEEARZEFBIIGTRBEE) ) and relevant environmental laws and regulations in our operating
location to promote sustainability of water by reducing the water consumption of schools, the environmental
pressure caused by sewage discharge, and cultivating students’ awareness of conservation and environmental
protection. 21st Century Education and its affiliated schools use water from the municipal pipelines and have
no difficulty in obtaining water resources.

Annual Report 2023

121



122

Viil. ENVIRONMENTAL, SOCIAL AND GOVERNANCE REPORT

We have adopted the following measures for water management:

o Post water-saving labels in every toilet

o Conduct regular inspection and maintenance for water-using equipment to minimize water wastage
due to leakage

o Use faucets and appliances with water-saving labels

o Fully utilize irrigation water from canals for watering of green areas

o Replace all pumping equipment on the Institute campus with variable frequency controls

Waste Management

The waste generated during the operations of the Group mainly includes domestic waste such as office paper,
light tubes, toner cartridges, and other non-recyclable waste from our daily operation of the office, which it will
be collected and transported to the waste sorting center for recycling and disposal by the qualified suppliers.
We strictly abide by the rules and regulations such as the Solid Waste Pollution Prevention and Control Law of
the PRC ( A ZE A R EMNE EREREEY) )5 2R EA/A) ) and the Administrative Measures for Municipal Solid
Waste ( BT AIEBIRE B HEE) ), and Shijiazhuang Institute of Technology has formulated the Regulations
on Resource Utilization Management ( (EREAEIZRIE) ) to actively implement waste treatment and
disposal. We will properly store hazardous waste and hand it over to a qualified third party for disposal.

We have adopted the following measures for non-hazardous waste management:

o Use waste classification recycle bins or other suitable devices to recycle papers, metals and plastic
. Reuse envelopes, folders, file cards and other stationeries

o Try to use rechargeable batteries to replace disposable batteries

o Try to use recyclable toner/ink cartridges

o Try to fix equipment before replacing it

o Encourage the use of water dispensers to reduce the use of plastic water bottles

o Encourage students to bring their own tableware to reduce the use of disposable tableware
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During the Reporting Period, a breakdown of waste generated by us are as follows:

Statistical item Statistical item Unit 2023 2022
Total hazardous waste
Waste fluorescent tube kg 160 150
Computer set 12 20
Battery pieces 220 80
Waste ink box, waste toner box pieces 95 60

Hazardous waste intensity?
Waste fluorescent tube generation

intensity kg/person 4.6E-03 6.4E-03
Computer generation intensity set/person 3.4E-04 8.6E-04
Battery generation intensity pieces/person 6.3E-03 3.4E-03
Waste ink box, waste toner box
generation intensity pieces/person 2.7E-03 2.6E-03
Total non-hazardous waste tonnes 75 5,995.24
Non-hazardous waste intensity tonnes/person 2.1E-03 0.3

Energy Management

We strive to minimize the impact on the environment and natural resources in our daily operations. We try
to optimize energy use and strictly implement relevant laws and regulations such as the Energy Conservation
Law of the PRC ( (P ZE AR LFHEILIAEIRE) ). Energy consumption and efficiency are the key areas we
concern about. Over the past year, we have implemented several initiatives to reduce energy consumption and
improve energy efficiency including upgrading the heating and cooling systems of the Shijiazhuang Institute
of Technology buildings to a more energy-efficient mode, installing motion sensors and timers on lighting
fixtures to reduce unnecessary energy consumption, and implementing policies to encourage our employees
to use public transportation, which have significantly reduced our overall energy consumption and related
carbon emissions. Looking forward, we will remain committed to further reducing energy consumption and
emissions through our continuous improvement of our facilities and processes.

The denominator used herein and subsequence in the calculation of the intensity is the sum of the number of students and staffs in Saintach
Kindergartens, Shijiazhuang Institute of Technology, Shijiazhuang Yuying Experimental High School* (ARt & R E&F2), and New Gaokao* (¥
%) Business institutions as the denominator.

In 2022, due to the construction of the Gaoyi Campus of Shijiazhuang Institute of Technology, there were more non-hazardous waste discharges.
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We have adopted the following measures for energy management:

o Implementing policies to encourage our employees to use public transportation
o Adopting energy-saving technologies such as LED lighting to reduce energy consumption

o Dividing the office into several lighting areas and installing automatic lighting control in different
zones

e Formulation of the “Building Patrol Management Regulations ( CKIEEHHE) )", through which
the building manager regularly patrols the building and finds out and addresses the waste of water

and electricity in a timely manner

o Conduct regular inspection and maintenance of equipment to minimize the burden of increased water
and electricity consumption due to damages

o Post energy-saving notices throughout the campus to cultivate environmental protection habits

o Regularly clean windows to increase natural light in the school, thereby reducing electricity consumption

During the Reporting Period, a breakdown of our resource utilization are as follows:

Statistical item Unit 2023 2022
Total direct energy consumption mWh 9,689.5 3,856.2
Diesel consumption mWh 0 3.4
Diesel consumption intensity kWh/person 0 0.14
Gasoline consumption mWh 16.9 0
Gasoline consumption intensity kWh/person 4.8E-04 0
Natural gas consumption mWh 9,672.6 3,852.9
Natural gas consumption intensity mWh/person 0.3 0.2
Total indirect energy consumption mWh 10,121.6 7,077.8
Purchased electricity consumption mWh 10,121.6 7,077.8
Purchased electricity consumption

intensity mWh/person 0.3 0.3
Total energy consumption mWh 19,811.1 10,934.0
Total energy consumption intensity mWh/person 0.6 0.5
Use of water resources

Water consumption ton 531,724 432,284
Water consumption intensity ton/person 15.2 18.5
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Emission management

The Group has been striving for better environmental protection, implementing the concept of sustainable
development. The Group has always strictly complied with Law of the People’s Republic of China on the
Prevention and Control of Atmospheric Pollution, the Environmental Protection Law of the People’s Republic
of China and other relevant laws and regulations. In the operation process, the exhaust gas emission is
mainly generated from the natural gas consumed by the heating and canteen operation of our campus, and
the greenhouse gas emission mainly comes from the natural gas consumption (Scope 1) and the purchased
electricity (Scope 2) in the operation process.

During the Reporting Period, the information on our greenhouse gas emissions is as follows:

Statistical item Unit 2023 2022
Air pollutants emission

Nitrogen oxides emission® kg 1,248.26 3,431.96
Sulphur oxides emission kg 49.90 142.99
Greenhouse gas

Scope 1 emissions ton (carbon dioxide) 537.4 1,568.8
Scope 2 emissions ton (carbon dioxide) 5,772.3 4,112.2
Tree planting reducing emissions® ton (carbon dioxide) 62.9 55.8
Comprehensive emissions ton (carbon dioxide) 6,246.8 5,625.2
Comprehensive emission intensity’ ton (carbon dioxide)/person 0.2 0.2

The air pollutant emission factors of the natural gas were determined with reference to the Manual on the Pollution Generation and Emission Factors
of Urban Domestic Sources under the First National Pollution Source Survey ( (Z— X 2B LR EEWELEERESZEFM) ) issued by the
Office of the Leading Group for the First National Pollution Source Survey under the State Council.

The emission reduction coefficient of the trees is determined with reference to those set out in the Reporting Guidance on Environmental KPls
( CRIBREASENUEIZESRIES!) ) in Appendix Il to How to Prepare an ESG Report ( {AI{Al#REREE « H & REARE) ).

The denominator used herein and subsequence in the calculation of the intensity is the sum of the number of students and staffs in Shijiazhuang

Institute of Technology and Shijiazhuang Yuying Experimental High School* (AR B £ & B &),
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8.

ENTHUSIASTIC IN PUBLIC WELFARE

We give back to the community where we operate. As a part of our commitment to community service, we have
implemented multiple initiatives to support and improve the lives of local people. We have established stronger
relationships with local communities, demonstrated our commitment to social responsibility, and contributed to
creating a more sustainable and equitable future for all.

“Starting from the Heart, Focusing on Education
with Love (&0 Hi 3 » EXEMNHA)" series of

public welfare activities

Saintach Pre-school Education and LIONFUL FOUNDATION visited Lingshou County to hold a public
welfare event for girls in distress in December this year. Ten groups of loving families from Saintach
Pre-school Education and ten girls in distress from Tanzhuang Central Primary School participated
in this event. This public welfare event not only provided a meaningful gathering opportunity,
but also brought school supplies for the children, including a variety of learning stationery and
paintbrushes, meeting the children’s daily learning needs while also stimulating their interest and
creativity in art. This event demonstrated the power of love, not only benefiting the children, but
also making them feel the care and support from our society. At the same time, the event also
promoted communication and understanding between loving families and girls in distress, creating
a warm community atmosphere.

CHINA 21ST CENTURY EDUCATION GROUP LIMITED



VIIl. ENVIRONMENTAL, SOCIAL AND GOVERNANCE REPORT

Free medical clinic activity services to the community

In order to popularize health knowledge and create an atmosphere of professional ethics among
medical and nursing students caring for the health of the public, the Health and Public Health
College of Shijiazhuang Institute of Technology, together with Luquan District People’s Hospital and
Luquan District Women'’s Federation, jointly carried out a “Health into the Community” free medical
clinic activity, entering Fukang neighborhood of Luquan District to provide community residents
with a health service plan and promote health knowledge. This activity allowed the residents to
actually feel the care and warmth from our society, and at the same time, it also enhanced the
professional skills and professional ethics of our College’ medical and nursing students. In the
future, we will continue to go deep into the community to carry out free medical clinic activities,
providing convenient and high-quality health services to the residents, improving their self-care
awareness, and health standards.

Annual Report 2023

127



Viil. ENVIRONMENTAL, SOCIAL AND GOVERNANCE REPORT

APPENDIX I: SUSTAINABILITY DATA SUMMARY

Social Aspect Unit 2023 2022

Total number of employees Persons 1,332 1,489

Total number of employees (By gender)
Female Persons 960 1,049
Male Persons 372 440

Total number of employees (By type of employment)
Full time Persons 1,188 1,202
Part time Persons 144 287

Total number of employees (By age group)

Below 30 Persons 462 531
30 to 50 Persons 767 855
Above 50 Persons 102 103

Total number of employees (By region)
Within Hebei Province Persons 1,218 1,364
Outside Hebei Province Persons 114 125

Turnover rate
Turnover rate of work force % 26.6 20.1

Employee turnover rate (By gender)
Female % 27.7 19.1
Male % 23.7 22.5

Employee turnover rate (By age group)

Below 30 % 30.6 33.3
30 to 50 % 25.4 11.2
Above 50 % 17.5 25.2

Employee turnover rate (By region)
Within Hebei Province % 23.0 13.6
Outside Hebei Province % 64.6 90.4

Occupational Health and Safety — Work-related deaths of
direct employed employees
Number of work-related fatalities occurred in each of the past

three years including the reporting year Persons 0 0
Rate of work-related fatalities occurred in each of the past three

years including the reporting year % 0 0
Lost days due to work injury Days 0 0
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APPENDIX Il: HONG KONG STOCK EXCHANGE ESG REPORTING GUIDE INDEX

Index content

Relevant sections

A. Environment

A1l:
Emissions

A2:
Use of Resources

General
Disclosure

A1.2

A1.3

A1.6

General
Disclosure

A2.1

A2.2

A2.3

A2.4

A2.5

Information on: (a) the policies; and (b) compliance with
relevant laws and regulations that have a significant
impact on the issuer relating to air and greenhouse
gas emissions, discharges into water and land, and
generation of hazardous and nonhazardous waste.

The types of emissions and respective emissions data.

Direct (Scope 1) and energy indirect (Scope 2) greenhouse
gas emissions in total (in tonnes) and, where appropriate,
intensity (e.g. per unit of production volume, per facility).

Total hazardous waste produced (in tonnes) and, where
appropriate, intensity (e.g. per unit of production volume,
per facility).

Total non-hazardous waste produced (in tonnes) and,
where appropriate, intensity (e.g. per unit of production
volume, per facility).

Description of emission target(s) set and steps taken to
achieve them.

Description of how hazardous and non-hazardous wastes
are handled and a description of reduction target(s) set
and steps taken to achieve them.

Policies on the efficient use of resources, including
energy, water and other raw materials.

Direct and/or indirect energy consumption by type (e.g.
electricity, gas or oil) in total (kWh in’000s) and intensity
(e.g. per unit of production volume, per facility).

Water consumption in total and intensity (e.g. per unit
of production volume, per facility).

Description of energy use efficiency target(s) set and
steps taken to achieve them.

Description of whether there is any issue in sourcing
water that is fit for purpose, water efficiency target(s)
set and steps taken to achieve them.

Total packaging material used for finished products (in
tonnes) and, if applicable, with reference to per unit
produced.

7. Adhere to Low-carbon

Development

7.2 Reasonable Use of
Natural Resources

7.2 Reasonable Use of
Natural Resources

7.2 Reasonable Use of
Natural Resources

7.2 Reasonable Use of
Natural Resources

7.1 Mitigating climate
change

7.2 Reasonable Use of
Natural Resources

7.2 Reasonable Use of
Natural Resources

7.2 Reasonable Use of
Natural Resources

7.2 Reasonable Use of
Natural Resources

7.2 Reasonable Use of
Natural Resources

7.2 Reasonable Use of
Natural Resources

Not applicable to our
Group's business.
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Index content

Relevant sections

A3:

The Environment
and Natural
Resources

A4:
Climate Change

B. Environment

B1:
Employment

B2: Health and
Safety

General
Disclosure

A3.1

General

Disclosure

A4

General
Disclosure

General
Disclosure

B2.1

B2.2

B2.3

Policies on minimizing the issuer’s significant impact on
the environment and natural resources.

Description of the significant impacts of activities on
the environment and natural resources and the actions
taken to manage them.

Policies on identification and mitigation of significant
climate related issues which have impacted, and those
which may impact, the issuer.

Description of major climate events which have and
may have an impact on the issuer and how they are
dealt with.

Information on:

(a) the policies; and

(b)  compliance with relevant laws and regulations that

have a significant impact on the issuer

relating to compensation and dismissal, recruitment
and promotion, working hours, rest periods, equal
opportunity, diversity, anti-discrimination, and other
benefits and welfare.

Total workforce by gender, employment type (e. full-
time or part-time), age group and geographical region.

Employee turnover rate by gender, age group and
geographical region.

Information on: (a) the policies; and (b) compliance with
relevant laws and regulations that have a significant
impact on the issuer relating to providing a safe
working environment and protecting employees from
occupational hazards.

Number and rate of work-related fatalities occurred in
each of the past three years including the reporting year.

Lost days due to work injury.

Description of occupational health and safety measures
adopted, how they are implemented and monitored.

7.2 Reasonable Use of
Natural Resources

7.2 Reasonable Use of
Natural Resources

7.1 Mitigating Climate
Change

7.1 Mitigating Climate
Change

5.1 Optimizing
Employment
Management

Appendix I:
SUSTAINABILITY DATA
SUMMARY

Appendix I:
SUSTAINABILITY DATA
SUMMARY

5.3 Employee Health and
Safety

Appendix I:
SUSTAINABILITY DATA
SUMMARY

Appendix I:
SUSTAINABILITY DATA
SUMMARY

5.3 Employee Health and
Safety

CHINA 21ST CENTURY EDUCATION GROUP LIMITED



Index content

VIIl. ENVIRONMENTAL, SOCIAL AND GOVERNANCE REPORT

Relevant sections

B3:
Development and
Training

B4:
Labour Standards

B5:
Supply Chain
Management

General
Disclosure

B3.1

B3.2

General

Disclosure

B4.1

B4.2

General
Disclosure

B5.1

B5.2

B5.3

B5.4

Policies on improving employees’ knowledge and skills
for discharging duties at work. Description of training
activities.

The percentage of employees trained by gender and
employee category (e.g. senior management, middle
management).

The average training hours completed per employee by
gender and employee category.

Information on: (a) the policies; and (b) compliance with
relevant laws and regulations that have a significant
impact on the issuer relating to preventing child and
forced labour.

Description of measures to review employment practices
to avoid child and forced labour.

Description of steps taken to eliminate such practices
when discovered.

Policies on managing environmental and social risks of
the supply chain.

Number of suppliers by geographical region.

Description of practices relating to engaging suppliers,
number of suppliers where the practices are being
implemented, how they are implemented and monitored.

Description of practices used to identify environmental
and social risks along the supply chain, and how they
are implemented and monitored.

Description of practices used to promote environmentally

preferable products and services when selecting suppliers,
and how they are implemented and monitored.

5.2 Employee Training
and Development

5.2 Employee Training
and Development

5.2 Employee Training
and Development

5.1 Optimizing
Employment
Management

5.1 Optimizing
Employment
Management

5.1 Optimizing
Employment Management
21st Century Education
has eliminated all
possibility of child labour
and forced labour at the
recruitment and day-to-
day employment stages,
thus no irregularities
occurred

6.1 Supply Chain
Management
6.1 Supply Chain
Management

6.1 Supply Chain
Management

6.1 Supply Chain
Management

6.1 Supply Chain
Management
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Index content

Relevant sections

B6: General
Product Disclosure
Responsibility

B6.1

B6.2

B6.3

B6.4

B6.5

B7: General
Anti-corruption Disclosure

B7.1

B7.2

B7.3

B8: General
Community Disclosure
Investment

B8.1

B8.2

Information on: (a) the policies; and (b) compliance with
relevant laws and regulations that have a significant
impact on the issuer relating to health and safety,
advertising, labeling and privacy matters relating to
products and services provided and methods of redress.

Percentage of total products sold or shipped subject to
recalls for safety and health reasons.

Number of products and service related complaints
received and how they are dealt with.

Description of practices relating to observing and
protecting intellectual property rights.

Description of quality assurance process and recall
procedures.

Description of consumer data protection and privacy
policies, how they are implemented and monitored.

Information on: (a) the policies; and (b) compliance with
relevant laws and regulations that have a significant
impact on the issuer relating to bribery, extortion, fraud
and money laundering.

Number of concluded legal cases regarding corrupt
practices brought against the issuer or its employees
during the reporting period and the outcomes of the
cases.

Description of preventive measures and whistle-blowing
procedures, how they are implemented and monitored.

Description of anti-corruption training provided to
directors and staff.

Policies on community engagement to understand the
needs of the communities where the issuer operates
and to ensure its activities take into consideration the
communities’ interests.

Focus areas of contribution (e.g. education, environmental
concerns, labour needs, health, culture, sport).

Resources contributed (e.g. money or time) to the focus
area.

6.2 Responsible
Marketing

It is not applicable since
the businesses of 21st
Century Education do
not involve any sales or
shipping of products

4.6 Improving Complaint
Channels

6.4 Protecting Intellectual
Property Rights

Not applicable to the
Group's operations

6.5 Protection of
Information Security

6.3 Integrity and Honesty

6.3 Integrity and Honesty

6.3 Integrity and Honesty

6.3 Integrity and Honesty

8. Enthusiastic in Public
Welfare

8. Enthusiastic in Public
Welfare

8. Enthusiastic in Public
Welfare
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IX. INDEPENDENT AUDITOR’S REPORT

Year ended 31 December 2023

TR g

ZHONGHUI

To the shareholders of China 21st Century Education Group Limited
(Incorporated in the Cayman Islands with limited liability)

OPINION

We have audited the consolidated financial statements of China 21st Century Education Group Limited (the “Company”)
and its subsidiaries (collectively referred to as the “Group”) set out on pages 137 to 220, which comprise the consolidated
statement of financial position as at 31 December 2023, and the consolidated statement of profit or loss and other
comprehensive income, consolidated statement of changes in equity and consolidated statement of cash flows for the
year then ended, and notes to the consolidated financial statements, including material accounting policy information.

In our opinion, the consolidated financial statements give a true and fair view of the consolidated financial position of
the Group as at 31 December 2023, and of its consolidated financial performance and its consolidated cash flows for
the year then ended in accordance with International Financial Reporting Standards (“IFRSs”) issued by the International
Accounting Standards Board (the “IASB"”) and have been properly prepared in compliance with the disclosure requirements
of the Hong Kong Companies Ordinance.

BASIS FOR OPINION

We conducted our audit in accordance with Hong Kong Standards on Auditing ("HKSAs") issued by the Hong Kong
Institute of Certified Public Accountants (the “HKICPA"). Our responsibilities under those standards are further described
in the Auditor’s Responsibilities for the Audit of the Consolidated Financial Statements section of our report. We are
independent of the Group in accordance with the HKICPA’s Code of Ethics for Professional Accountants (the “Code”),
and we have fulfilled our other ethical responsibilities in accordance with the Code. We believe that the audit evidence
we have obtained is sufficient and appropriate to provide a basis for our opinion.

MATERIAL UNCERTAINTY RELATED TO GOING CONCERN

We draw attention to Note 2.1 in the consolidated financial statements which mentions that as at 31 December 2023
the Group had net current liabilities of approximately RMB315.2 million. These conditions indicate a material uncertainty
exists that may cast significant doubt on the Group’s ability to continue as a going concern. Our opinion is not modified
in respect of this matter.

KEY AUDIT MATTERS

Key audit matters are those matters that, in our professional judgment, were of most significance in our audit of the
consolidated financial statements of the current period. These matters were addressed in the context of our audit of the
consolidated financial statements as a whole, and in forming our opinion thereon, and we do not provide a separate
opinion on these matters. In addition to the matters described in the Material Uncertainty Related to Going Concern
section of our report, we have determined the matters described below to be the key audit matters to be communicated
in our report.
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Year ended 31 December 2023

KEY AUDIT MATTERS (Continued)

Key audit matter

How our audit addressed the key audit matter

14

Revenue recognition

Refer to note 5 to the consolidated financial statements.

The occurrence and completeness of the Group’s revenue
are of high inherent risk because of the large volume of
tuition and boarding fees processed. In addition, tuition and
boarding fees paid in advance at or prior to the beginning of
each academic year are recognised as revenue proportionately
over the financial years covering that academic year or the
respective program. Therefore, revenue may be recorded in

an incorrect period of the financial year.

The accounting policy for revenue recognition and disclosure
of the amount of revenue are included in notes 2.3 and 5 to

the consolidated financial statements.

CHINA 21ST CENTURY EDUCATION GROUP LIMITED

Our audit procedures included, among others:

gained an understanding of the basis of
revenue recognition and the overall process of
transactions relating to revenue and evaluated
the effectiveness of the controls designed and
applied by the Group over the collection of
tuition and boarding fees and the controls over
the calculation of the contract liabilities and the
corresponding amount of revenue;

on a sampling basis, interviewed students,
reviewed and checked the relevant supporting
documents including the student payment
records, official student records registered with
the relevant education authorities of the People’s
Republic of China (the “PRC"), and the payment
remittance receipts of tuition and boarding fees;

recalculated the amount of contract liabilities and
revenue recognised during the year;

checked the number of newly enrolled students
during the year to the enrolment approval by
the relevant PRC education authorities, and
reconciled the total number of students at the
financial year end to the records on the China
Credentials Verification website; and

evaluated the adequacy of the Group’s disclosures
regarding revenue in the consolidated financial
statements.

We consider that the Group’s revenue recognition are
supported by the available evidence.



KEY AUDIT MATTERS (Continued)

IX. INDEPENDENT AUDITOR’S REPORT
Year ended 31 December 2023

Key audit matter

How our audit addressed the key audit matter

Income tax

Refer to notes 2.3, 3 and 10 to the consolidated financial
statements.

As set out in note 10 to the consolidated financial statements,
pursuant to the 2016 Decision (as defined in note 10 to
the consolidated financial statements), private schools are
no longer being classified as either schools for which the
school sponsors require reasonable returns or schools for
which the school sponsors do not require reasonable returns.
Instead, the school sponsor of a private school may choose
for the school to be a for-profit private school or a non-profit
private school, with the exception that schools providing nine-
year compulsory education must be non-profit. Pursuant to
the 2016 Decision and the 2021 Implementation Rules (as
defined in note 10 to the consolidated financial statements),
a private school may enjoy the preferential tax policies, which
are not defined under neither the 2016 Decision nor the 2021
Implementation Rules, as stipulated by the related government
authorities, and a non-profit school may enjoy the same tax
policies as those enjoyed by a public school.

As of the date of this report, the Group’s school providing
formal education in the PRC (the “PRC School”) has not yet
registered as for-profit private school or non-profit private
school and remains as a private non-enterprise unit. In
accordance with the tax compliance confirmation obtained
from the local tax authority and the advice from the Group's
external legal counsel on the preferential tax treatments
for the current year, the PRC School treated its academic
education income as non-taxable income and there was no
corporate income tax paid for such income during the year.
In the event that the PRC School elected to register as a for-
profit private school and there would be no preferential tax
policies applicable for the PRC school, it might be subject to
the corporate income tax at a rate of 25% in respect of the
academic education income going forward.

There were significant judgements involved in management’s
analysis and assessment, such as the assessment on the possible
outcome of the tax provision based on historical experiences
and interpretation of the relevant tax laws and regulations
in respect of the preferential tax treatments enjoyed by the
Group's schools.

Our audit procedures included, among others:

- discussed with management to evaluate their
interpretation of the tax laws and their assessment
of the tax obligations of the schools operated by
the Group for the current year;

- evaluated management’s assessment on the
application of preferential tax or applicable tax
rate to the Group’s schools;

- discussed with the Group's external PRC legal
counsel to understand their view with respect to
the interpretation of the existing applicable laws
which would have an impact on the applicable
tax rate on the Group’s schools;

- obtained the legal letter from the Group's external
PRC legal counsel regarding the tax position of
the Group's schools particularly in respect of the
eligibility of the preferential tax treatments under
the relevant tax rules and regulations;

- assessed any new policies, regulations or rules
that have been introduced by the authorities
up to the date of this report, which might have
impact on the tax position of the Group’s schools;

- examined the historical tax filing returns filed to
the relevant tax authorities and the tax compliance
confirmations obtained, where appropriate;

- involved our internal tax experts to assist us in
analysing the preferential tax treatments enjoyed
by certain of the Group’s schools and assessing
the adequacy of the tax provisions; and

- evaluated the adequacy of the Group's disclosures
regarding income tax in the consolidated financial

statements.

We consider that the Group’s income tax are supported
by the available evidence.
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IX. INDEPENDENT AUDITOR’S REPORT
Year ended 31 December 2023

OTHER INFORMATION

The directors of the Company (the “Directors”) are responsible for the other information. The other information comprises
all the information in the Company’s annual report, but does not include the consolidated financial statements and our
auditor’s report thereon.

Our opinion on the consolidated financial statements does not cover the other information and we do not express any
form of assurance conclusion thereon.

In connection with our audit of the consolidated financial statements, our responsibility is to read the other information and,
in doing so, consider whether the other information is materially inconsistent with the consolidated financial statements
or our knowledge obtained in the audit or otherwise appears to be materially misstated. If, based on the work we have
performed, we conclude that there is a material misstatement of this other information, we are required to report that
fact. We have nothing to report in this regard.

RESPONSIBILITIES OF DIRECTORS FOR THE CONSOLIDATED FINANCIAL STATEMENTS

The Directors are responsible for the preparation of the consolidated financial statements that give a true and fair view
in accordance with IFRSs issued by the IASB and the disclosure requirements of the Hong Kong Companies Ordinance,
and for such internal control as the Directors determine is necessary to enable the preparation of consolidated financial
statements that are free from material misstatement, whether due to fraud or error.

In preparing the consolidated financial statements, the Directors are responsible for assessing the Group’s ability to
continue as a going concern, disclosing, as applicable, matters related to going concern and using the going concern
basis of accounting unless the Directors either intend to liquidate the Group or to cease operations, or have no realistic
alternative but to do so.

AUDITOR’S RESPONSIBILITIES FOR THE AUDIT OF THE CONSOLIDATED FINANCIAL
STATEMENTS

Our objectives are to obtain reasonable assurance about whether the consolidated financial statements as a whole are
free from material misstatement, whether due to fraud or error, and to issue an auditor’s report that includes our opinion.
We report our opinion solely to you, as a body, and for no other purpose. We do not assume responsibility towards or
accept liability to any other person for the contents of this report. Reasonable assurance is a high level of assurance, but
is not a guarantee that an audit conducted in accordance with HKSAs will always detect a material misstatement when
it exists. Misstatements can arise from fraud or error and are considered material if, individually or in the aggregate,
they could reasonably be expected to influence the economic decisions of users taken on the basis of these consolidated
financial statements.

A further description of our responsibilities for the audit of the consolidated financial statements is located at the
HKICPA's website at:

https://www.hkicpa.org.hk/en/Standards-setting/Standards/Our-views/auditre

This description forms part of our auditor’s report.

ZHONGHUI ANDA CPA Limited
Certified Public Accountants

Pang Hon Chung

Audit Engagement Director
Practising Certificate Number P05988

Hong Kong, 28 March 2024
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X. CONSOLIDATED STATEMENT OF PROFIT OR LOSS AND
OTHER COMPREHENSIVE INCOME

For the year ended 31 December 2023

2023 2022
Notes RMB’000 RMB’000
Revenue 5 420,028 311,908
Cost of sales (255,069) (165,524)
Gross profit 164,959 146,384
Other income and gains, net 5 43,851 35,186
Selling and distribution expenses (26,227) (16,007)
General and administrative expenses (82,699) (70,758)
Other expenses (17,979) (31,766)
Finance costs 7 (42,745) (35,625)
Profit before tax 6 39,160 27,414
Income tax credit/(expense) 10 676 (696)
Profit for the year 39,836 26,718
Attributable to:
Owners of the Company 39,911 27,300
Non-controlling interests (75) (582)
39,836 26,718
Earnings per share attributable to ordinary equity
holders of the Company 12

Basic RMB3.50 cents RMB2.39 cents
Diluted RMB3.50 cents RMB2.39 cents
Profit for the year 39,836 26,718
Other comprehensive income

Items that will not be reclassified to profit or loss:

Exchange differences on translation of the Company 4,128 20,955
Items that may be reclassified to profit or loss:

Exchange differences on translation of foreign operations 29 (1,486)
Other comprehensive income for the year 4,157 19,469
Total comprehensive income for the year 43,993 46,187
Attributable to:

Owners of the Company 44,068 46,769

Non-controlling interests (75) (582)

43,993 46,187
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Xl. CONSOLIDATED STATEMENT OF FINANCIAL POSITION

At 31 December 2023

2023 2022

Notes RMB’000 RMB'000
Non-current assets
Property, plant and equipment 13 941,962 641,915
Right-of-use assets 14(a) 538,980 533,517
Goodwill 15 81,015 89,507
Other intangible assets 16 41,083 45,770
Financial assets at fair value through profit or loss 17 1,091 1,041
Pledged deposits 22 - 66,000
Deferred tax assets 26 8,440 8,475
Other non-current assets 18 35,855 65,953
Total non-current assets 1,648,426 1,452,178
Current assets
Trade receivables 19 22,099 11,590
Contract costs 20 10,572 4,059
Prepayments, other receivables and other assets 21 62,926 45,428
Amounts due from related parties 36(b) - 12,787
Financial assets at fair value through profit or loss 17 7,906 5,449
Term deposits 22 40,000 90,000
Pledged deposits 22 176,000 110,000
Cash and bank balances 22 270,254 212,583
Other current assets 18 84,566 11,388
Total current assets 674,323 503,284
Current liabilities
Other payables and accruals 23 218,559 146,523
Contract liabilities 24 189,574 143,025
Interest-bearing bank and other borrowings 25 571,100 233,702
Lease liabilities 14(b) 7,667 31,634
Amounts due to related parties 36(b) - 882
Tax payable 2,656 2,142
Other current liabilities - 1,671
Total current liabilities 989,556 559,579
Net current liabilities (315,233) (56,295)
Total assets less current liabilities 1,333,193 1,395,883
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XI. CONSOLIDATED STATEMENT OF FINANCIAL POSITION
At 31 December 2023

2023 2022
Notes RMB’000 RMB’000

Non-current liabilities

Interest-bearing bank and other borrowings 25 304,561 459,681
Lease liabilities 14(b) 68,532 36,976
Deferred tax liabilities 26 5,924 7,365
Deferred income 27 165,097 166,000
Other payables and accruals 23 7,894 -
Total non-current liabilities 552,008 670,022
NET ASSETS 781,185 725,861
Capital and reserves

Share capital 28 9,750 9,750
Treasury shares 28 (168) (169)
Reserves 30 768,778 708,917
Equity attributable to owners of the Company 778,360 718,498
Non-controlling interests 2,825 7,363
TOTAL EQUITY 781,185 725,861

The consolidated financial statements on pages 137 to 220 were approved and authorised for issue by the board of
directors on 28 March 2024 and are signed on its behalf by:

LI YASHENG LIU HONGWEI
Director Director
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For the year ended 31 December 2023

Xll. CONSOLIDATED STATEMENT OF CHANGES IN EQUITY

Attributable to owners of the Company

Far value

resenve of

financial assets

Share- at fair value

Captal ~ Statutory ~ Dbased  through other  Exchange Non-
Share  Treasury  Share  Capital redemption  sumplus  payment  comprehensive fluctuation ~ Other  Retained controlling Total
captal chares® premium® reseve® reseme® resenvet  reserve® income* reseve*  resenve®  profits® Totl  interests equity
RMB'O00  RMBO00  RMB'OOD  RMB'OO0  RMB'000  RMB'0O0  RMB'000 RMB'O00  RMBO00  RMB'OOD  RMB'OOO  RMB'000  RMB'0O0  RMB'000
(note28) (note28) (ote30) (note30) (note30) (note30) (note 29) (note 30)
At 1 January 2022 9,801 (176) 237,145 547% 60 142807 584 (20000 10217 1631 7067 677842 7945 685787
Profit for the year - - - - - - - - - - 730 2730 (58) 26718
Exchange differences related to
foreign operations - - - - - - - - 19469 - - 19469 - 19469
Total comprehensive income
for the year - - - - - - - - 19469 - 300 46,769 (582) 46,187
Final 2021 dividend declared - - (13 - - - - - - - - (13 - (13
Shares repurchased (51) - 293 - 51 - - - - - (1) (234 - (3
Exercised of share awards under
the restricted share unit
scheme - 734 - - - B - - - - 177 - 7
Equity-setiled share option
arrangements - - - - - - 3378 - - - - 3378 - 3378
Profit appropriation to reserves - - - - - 19928 - - - - (19928 - - -
At 31 December 2022 9750 (169 230949  547% 671 162825 597 (20000 2968 1631 2438 718498 7363 725861
At 1 January 2023 9750 (169 230949 54,79 671 162825 591 (2000) 29686 1631 224388 718498 7363 725861
Profit for the year - - - - - - - - - - N 399 (15 398%
Exchange differences related to
foreign operations - - - - - - - - 4151 - - 4151 - 4,151
Total comprehensive income
for the year - - - - - - - - 418 - N9 4068 (15) 43993
Final 2022 dividend declared - - (8549 - - - - - - - - (8545 - (8545
Disposal of partial interest in a
subsidiary {note 33) - - - N4 - - - - - - - 43 (443) 18,000
Evercised of share awards under
the restricted share unit
scheme - 1 53 - - - (50 - - - - 2 - 2
Equity-setfled share option
arrangements - - - - - - 1,854 - - - - 1854 = 1,854
Profit appropriation to reserves - - - - - 03 - - - - (23 - - -
At 31 December 2023 9750 (168 227621 71259 6711 185182 2633 (2000) 33843 1631 241942 78360 2825 781,185
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XIl. CONSOLIDATED STATEMENT OF CHANGES IN EQUITY
For the year ended 31 December 2023

During the year ended 31 December 2023, the Company did not repurchase (2022: repurchased 6,012,000 shares) of its shares on the Stock
Exchange of Hong Kong Limited (the “Stock Exchange”). The shares repurchased in 2022 were subsequently cancelled during the year ended 31
December 2022.

During the year ended 31 December 2023, approximately 98,000 (2022: approximately 813,000) of its repurchased shares were exercised under
the restricted share unit scheme. Upon completion of the exercise, the remaining approximately 19,844,000 (2022: approximately 19,942,000)

repurchased shares were presented as treasury shares amounting to RMB168,000 (2022: RMB169,000) as at 31 December 2023.

These reserve accounts comprise the consolidated reserves of RMB768,778,000 in the consolidated statement of financial position as at 31 December
2023 (2022: RMB708,917,000).
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XIll. CONSOLIDATED STATEMENT OF CASH FLOWS

For the year ended 31 December 2023
2023 2022
Notes RMB’000 RMB'000

Cash flows from operating activities

Profit before tax 39,160 27,414
Adjustments for:
Finance costs 7 42,745 35,625
Interest income 5 (11,125) (14,146)
Investment income 5 (2,942) (5,368)
Changes in fair value of financial assets/liabilities at fair value
through profit or loss 6 (920) 688
Recognition of certain donated property, plant and equipment (13,560) (8,244)
Covid-19-related VAT exemptions 5 (92) (217)
Deferred income for government grants 27 (903) -
Change in the non-cancellable period of a lease 5,857 (153)
Depreciation of property, plant and equipment 6 38,295 25,705
Depreciation of right-of-use assets 6 39,561 26,051
Amortisation of intangible assets 6 8,026 4,658
Share-based payment expenses 1,854 3,378
(Reversal of impairment)/impairment of trade receivables and
other receivables under expected credit losses model 6 (83) 2,145
Impairment of goodwill 15 8,492 8,629
Loss on disposal of items of property, plant and equipment,
and intangible assets 6 871 115
Operating cash flows before movements in working capital 155,236 106,280
(Increase)/decrease in prepayments, other receivables and
other assets (15,325) 2,027
Increase in trade receivables (4,696) (798)
Increase in contract costs (15,883) (3,814)
Decrease/(increase) in amounts due from related parties 7,299 (1,753)
Increase in other payables and accruals 20,087 15,992
Increase in amounts due to related parties - 464
Increase in contract liabilities 46,549 4,319
Cash generated from operations 193,267 122,717
Interest received 4,788 6,115
Income tax paid (216) (380)
Net cash from operating activities 197,839 128,452
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XIll. CONSOLIDATED STATEMENT OF CASH FLOWS
For the year ended 31 December 2023

2023 2022
Notes RMB’000 RMB’000

Cash flows from investing activities

Interest received 1,212 11,036
Investment income received 2,942 20,074
Purchases for items of property, plant and equipment (281,752) (348,006)
Addition to land lease payments - (236,229)
Purchases for intangible assets (3,339) (3,400)
Purchases for financial assets at fair value through profit or loss (1,506) -
Net cash inflow in respect of acquisition of a subsidiary 32 - 6,858
Settlement of the remaining consideration in respect of

acquisition of a subsidiary in prior years (3,580) -
Proceeds from disposal of items of property, plant and

equipment, and intangible assets - 251
Receipt of government grants for property, plant and equipment - 166,000
Net cash outflow in respect of balances with various third parties - (32,095)
Decrease in pledged deposits - 11,000
(Decrease)/increase in non-pledged term deposits with original

maturity of more than three months when acquired 50,000 (50,000)
Net cash used in investing activities (236,023) (454,511)
Cash flows from financing activities
New bank and other borrowings 450,020 576,086
Repayment of bank and other borrowings (267,742) (329,171)
Principal portion of lease payments (43,292) (14,581)
Dividends paid (8,545) (7,324)
Interest paid (45,684) (35,625)
Proceeds from disposal of partial interest in a subsidiary 31 7,000 -
Exercise of share awards under the restricted share unit scheme 22 177
Repurchases of shares - (2,344)
Net cash from financing activities 91,779 187,218
Net increase/(decrease) in cash and cash equivalents 53,595 (138,841)
Cash and cash equivalents at beginning of year 212,583 334,332
Effect of foreign exchange rate changes 4,076 17,092
Cash and cash equivalents at end of year 270,254 212,583
Analysis of balances of cash and cash equivalents
Represented by:

Cash and bank balances 22 270,254 212,583
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For the year ended 31 December 2023

1. CORPORATE INFORMATION

China 21st Century Education Group Limited (the “Company”) is a limited liability company incorporated in the
Cayman Islands on 20 September 2016. The registered office address of the Company is Cricket Square, Hutchins
Drive, P.O. Box 2681, Grand Cayman KY1-1111, Cayman Islands. Shares of the Company were listed on the Stock
Exchange on 29 May 2018.

The Company is an investment holding company. During the year, the Company and its subsidiaries (collectively
referred to as the “Group”) were principally engaged in providing educational services and related management
services in the People’s Republic of China (the “PRC").

In the opinion of the directors of the Company (the "Directors”), the holding company and the ultimate holding
company of the Company is Sainange Holdings Company Limited, which is incorporated in the British Virgin Islands
("BVI").

Information about subsidiaries

Particulars of the Company’s principal subsidiaries are as follows:

Place of Issued
incorporation/ ordinary/  Percentage of equity
registration and registered interests attributable

Company name business share capital to the Company Principal activities
Direct Indirect

21st Century Education (HK) Hong Kong HK$10,000 - 100  Investment holding
Investment Limited
EENELHEFREFRAA)

M RESRKHBERRERRDA Hebei  PRC/ US$500,000 - 100  Provision of technical
Sheng Dao Xiang Cheng Education ~ Mainland China and management
and Technology Co., Ltd.* (“Sheng consultancy services
Dao Xiang Cheng”) (Note i)

MR YERNBEAEREEAT PRC/ RMB40,000,000 - 100  Investment holding
Hebei Zerui Education Technology ~ Mainland China
Co., Ltd.*# (“Zerui Education”)

(Note ii)

ARHETIBESMR PRC/ RMBS5,000,000 - 100 Provision of university
Shijiazhuang Institute of Mainland China education services
Technology*# (Note iii) and relevant

management
services

AL RBHERE AR DA Hebei  PRC/ RMB10,000,000 = 100  Investment holding

Saintach Education and Technology ~ Mainland China
Co., Ltd.*# ("Hebei Saintach”)
(Note ii)

and provision
of kindergarten
management service
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XIV. NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
For the year ended 31 December 2023

CORPORATE INFORMATION (Continued)

Information about subsidiaries (Continued)

Place of
incorporation/

registration and

Issued
ordinary/
registered

Percentage of equity
interests attributable

Company name business share capital to the Company Principal activities
Direct Indirect

AE TR AR RRE KRR PRC/ RMB900,000 - 100 Provision of
Shijiazhuang Qiaoxi District Blue  Mainland China kindergarten
Crystal Saintach Kindergarten*# education service
(“Blue Crystal”) (Note iii)

EESBHAGRY R PRC/ RMB500,000 - 100 Provision of
Zhengding County Saintach Mainland China kindergarten
Kindergarten*# (“Zhengding”) education service
(Note iii)

ARETERBRIRERES ZE PRC/ RMB500,000 - 100 Provision of
Shijiazhuang Luquan District Fukang  Mainland China kindergarten
Saintach Kindergarten*# (“Fukang”) education service
(Note iii)

AEETRLZBIRBREEYR PRC/ RMB500,000 - 100 Provision of
Shijiazhuang Chang'an District Mainland China kindergarten
Qinghui Saintach Kindergarten*# education service
("Qinghui”) (Note iii)

AEEBHRMEZRERITRR PRC/ RMB500,000 - 100 Provision of
K4 ZE Shijiazhuang High- Mainland China kindergarten
tech Industrial Development Zone education service
Tianshan Saintach Kindergarten*#

(“Tianshan”) (Note iii)

AEETREBIARBRENR PRC/ RMB100,000 - 100  Provision of
Shijiazhuang Chang'an District Mainland China kindergarten
Jianhua Saintach Kindergarten*# education service
("Jianhua") (Note iii)

ARENRARNKEEDS ZE PRC/Mainland RMB500,000 - 100 Provision of
Shijiazhuang Qiaoxi District Lidu China kindergarten
Saintach Kindergarten*# (“Lidu”) education service
(Note iii)

FEGHAEBEPIELZE Zhengding  PRC/Mainland RMB500,000 = 100  Provision of
County Fumenli Saintach China kindergarten

Kindergarten*# ("Fumenli”)
(Note iii)

education service
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For the year ended 31 December 2023

XIV. NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

1. CORPORATE INFORMATION (Continued)

Information about subsidiaries (Continued)

Place of
incorporation/
registration and

Issued
ordinary/
registered

Percentage of equity
interests attributable

Company name business share capital to the Company Principal activities
Direct Indirect

AREMREHEREARAF PRC/Mainland RMB3,000,000 - 100 Investment holding
Shijiazhuang Saintach Education China
and Technology Co., Ltd.*#

(“Shijiazhuang Saintach”) (Note ii)

b RF KM AR E BRI AR AR Beijing  PRC/Mainland RMB3,157,900 - 100  Provision of technical
Xin Tian Di Xian Information and China service
Technology Co., Ltd.*# (“Xin Tian
Di Xian"”) (Note ii)

I REMHBE B AR A A Beijing PRC/Mainland RMB3,000,000 - 100  Provision of technical
Zhihang Education Technology Co.,  China service
Ltd.*# ("Beijing Zhihang") (Note ii)

EBEFHERFAR AR Shanghai  PRC/Mainland RMB5,000,000 = 100  Provision of technical
Zhiyu Education Technology Co., China service
Ltd.* (“Shanghai Zhiyu”) (Note ii)

MTIBREHE AR A A Zhejiang Peijian  PRC/Mainland ~ RMB10,000,000 - 100 Investment holding
Technology Co., Ltd.*# (“Zhejiang  China and provision of
Peijian”) (Note ii) after-school tutoring

service

BEEARIEAR AT Chongging PRC/Mainland RMB 1,000,000 - 100  Provision of after-
Peijian Technology Co., Ltd.*# China school tutoring
("Chongqing Peijian”) (Note ii) service

MMNELRRENIBRERRA PRC/Mainland RMB1,000,000 - 100  Provision of after-
Hangzhou Huashi Peijian Tutorial China school tutoring
School Ltd.*# (“Hangzhou service
Huashi”) (Note ii)

MM —IRESHEREERA PRC/Mainland RMB 1,250,000 - 100  Investment holding
&) Hangzhou Yimai Enterprise China

Management Consulting Co., Ltd.*#

("Hangzhou Yimai”) (Note ii)
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XIV. NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

CORPORATE INFORMATION (Continued)

Information about subsidiaries (Continued)

For the year ended 31 December 2023

Place of

incorporation/
registration and

Issued
ordinary/
registered

Percentage of equity
interests attributable

Company name business share capital to the Company Principal activities
Direct Indirect

RELEESHEEABRA PRC/Mainland RMB150,000 - 100  Investment holding
7] Shaoxing Shangyu Xueding China and provision of
Education Consulting Co., Ltd.*# afterschool tutoring
(“Shangyu Company”) (Note ii) service

AREERHA R RBRAR PRC/Mainland ~ RMB50,000,000 - 100  Provision of technical
Shijiazhuang Zerui Education China service
Technology Co., Ltd.*#

(“Shijiazhuang Zerui”) (Note ii)

It REBEHEREAR AR Beijing PRC/Mainland US$ 1,000,000 = 100  Provision of technical
Hexian Education Technology Co.,  China service
Ltd.* (“Beijing Hexian") (Note i)

FEBUIRN (bR) HERK AR2A  PRC/Mainland RMB5,000,000 - 100  Provision of
Al Aidiou Global (Beijing) Education  China educational
Technology Co., Ltd.*# (“Aidiou counselling service
Education”) (Note ii)

AT EREEREERAF PRC/Mainland RMB300,000 - 100  Provision of after-
Zhoushan Shinedao Xueding China school childcare
trusteeship service Co., Ltd.*# service
("Xueding Tuoguan”) (Note ii)

AREEREEERERAA] PRC/Mainland ~ RMB20,000,000 - 100  Provision of real estate
Shijiazhuang Zerui Education China service
Technology Co., Ltd. *#

(“Shijiazhuang Zerui Shangye”)
(Note ii)

AREEEERPE Shijiazhuang PRC/Mainland RMB500,000 - 70  Provision of senior
Yuying Experimental High School*#  China high school
(“Shijiazhuang Yuying”) (Note iii) education services

* The English names of all the above companies represent the best effort made by the directors of the Company to translate their Chinese

names as these companies have not been registered with any official English names.

# These entities are owned through contractual arrangements.

i These subsidiaries are wholly foreign owned enterprise established in the PRC.

ii. These subsidiaries are limited liability companies established in the PRC.

iii. These subsidiaries are schools established in the PRC.
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For the year ended 31 December 2023

2.1.

CORPORATE INFORMATION (Continued)

Information about subsidiaries (Continued)

The above table lists the subsidiaries of the Company which, in the opinion of the Directors, principally affected
the results for the year or formed a substantial portion of the net assets of the Group. To give details of other
subsidiaries would, in the opinion of the directors, result in particulars of excessive length.

BASIS OF PRESENTATION

These consolidated financial statements have been prepared in accordance with International Financial Reporting
Standards (“IFRSs”) (which include all International Financial Reporting Standards, International Accounting Standards
("1ASs”) and Interpretations) issued by the International Accounting Standards Board (“IASB”) and the disclosure
requirements of the Hong Kong Companies Ordinance. They have been prepared under the historical cost convention,
except for an equity investment at fair value through other comprehensive income, financial assets at fair value
through profit or loss, and a contingent consideration payable which have been measured at fair value. These
consolidated financial statements are presented in Renminbi (“RMB"”) and all values are rounded to the nearest
thousand except when otherwise indicated.

The Group had net current liabilities of approximately RMB315.2 million as at 31 December 2023 which was primarily
attributable to the capital outlay for acquiring certain education-related operating assets during the year ended
31 December 2023 and the reclassification of certain bank loans with specific drawdown requirements amounted
to approximately RMB282.5 million as at 31 December 2023 to current liabilities. Details of which are set out in
note 25 to the consolidated financial statements. These conditions indicate the existence of a material uncertainty
which may cast significant doubt on the Group’s ability to continue as a going concern. Therefore, the Group may
be unable to realise its assets and discharge its liabilities in the normal course of business.

In view of the net current liabilities position, the Directors have given careful consideration of the Group's operating
performance, the availability of sources of financing and the future cash flows in assessing the Group’s capability to
continue its business as a going concern. Taking into consideration the increase in the number of students intake,
the cash flows from operations, the additional financial resources available to the Group including the available
banking facilities and the successful refinancing of certain existing bank and other borrowings upon maturity, and
the positive operating results, the Directors are of the opinion that it is appropriate to prepare the consolidated
financial statements on a going concern basis.

Should the Group be unable to continue as a going concern, adjustments would have to be made to the consolidated
financial statements to adjust the value of the Group’s assets to their recoverable amounts, to provide for any
further liabilities which might arise and to reclassify non-current assets and liabilities as current assets and liabilities,
respectively.
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XIV. NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
For the year ended 31 December 2023

BASIS OF PRESENTATION (Continued)

Basis of consolidation

The consolidated financial statements include the consolidated financial statements of the Group for the year ended
31 December 2023. A subsidiary is an entity (including a structured entity), directly or indirectly, controlled by the
Company. Control is achieved when the Group is exposed, or has rights, to variable returns from its involvement
with the investee and has the ability to affect those returns through its power over the investee (i.e., existing rights
that give the Group the current ability to direct the relevant activities of the investee).

Generally, there is a presumption that a majority of voting rights results in control. When the Company has, directly
or indirectly, less than a majority of the voting or similar rights of an investee, the Group considers all relevant facts
and circumstances in assessing whether it has power over an investee, including:

(@) the contractual arrangement with the other vote holders of the investee;
(b)  rights arising from other contractual arrangements; and
(¢)  the Group’s voting rights and potential voting rights.

The consolidated financial statements of the subsidiaries are prepared for the same reporting period as the Company,
using consistent accounting policies. The results of subsidiaries are consolidated from the date on which the Group
obtains control, and continue to be consolidated until the date that such control ceases.

Profit or loss and each component of other comprehensive income are attributed to the owners of the Company
and to the non-controlling interests, even if this results in the non-controlling interests having a deficit balance. All
intra-group assets and liabilities, equity, income, expenses and cash flows relating to transactions between members
of the Group are eliminated in full on consolidation.

The Group reassesses whether or not it controls an investee if facts and circumstances indicate that there are
changes to one or more of the three elements of control described above. A change in the ownership interest of
a subsidiary, without a loss of control, is accounted for as an equity transaction.

If the Group loses control over a subsidiary, it derecognises (i) the assets (including goodwill) and liabilities of the
subsidiary, (ii) the carrying amount of any non-controlling interest and (iii) the cumulative translation differences
recorded in equity; and recognises (i) the fair value of the consideration received, (ii) the fair value of any investment
retained and (iii) any resulting surplus or deficit in profit or loss. The Group’s share of components previously
recognised in other comprehensive income is reclassified to profit or loss or retained profits, as appropriate, on the
same basis as would be required if the Group had directly disposed of the related assets or liabilities.

ADOPTION OF NEW AND REVISED IFRSs

In the current year, the Group has adopted all the new and revised IFRSs issued by the IASB that are relevant to
its operations and effective for its accounting year beginning on 1 January 2023. IFRSs comprise IFRS; IAS; and
Interpretations. The adoption of these new and revised IFRSs did not result in significant changes to the Group’s
accounting policies, presentation of the Group’s financial statements and amounts reported for the current year
and prior years.

The Group has not applied the new and revised IFRSs that have been issued but are not yet effective. The Group
has already commenced an assessment of the impact of these new and revised IFRSs but is not yet in a position to
state whether these new and revised IFRSs would have a material impact on its results of operations and financial
position.
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XIV. NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
For the year ended 31 December 2023

2.3. MATERIAL ACCOUNTING POLICIES

Business combinations and goodwill

Business combinations are accounted for using the acquisition method. The consideration transferred is measured
at the acquisition date fair value which is the sum of the acquisition date fair values of assets transferred by the
Group, liabilities assumed by the Group to the former owners of the acquiree and the equity interests issued by
the Group in exchange for control of the acquiree. For each business combination, the Group elects whether to
measure the noncontrolling interests in the acquiree that are present ownership interests and entitle their holders
to a proportionate share of net assets in the event of liquidation at fair value or at the proportionate share of the
acquiree’s identifiable net assets. All other components of non-controlling interests are measured at fair value.
Acquisition-related costs are expensed as incurred.

The Group determines that it has acquired a business when the acquired set of activities and assets includes an
input and a substantive process that together significantly contribute to the ability to create outputs.

When the Group acquires a business, it assesses the financial assets and liabilities assumed for appropriate classification
and designation in accordance with the contractual terms, economic circumstances and pertinent conditions as at
the acquisition date. This includes the separation of embedded derivatives in host contracts of the acquiree.

If the business combination is achieved in stages, the previously held equity interest is remeasured at its acquisition
date fair value and any resulting gain or loss is recognised in profit or loss.

Any contingent consideration to be transferred by the acquirer is recognised at fair value at the acquisition date.
Contingent consideration classified as an asset or liability is measured at fair value with changes in fair value
recognised in profit or loss. Contingent consideration that is classified as equity is not remeasured and subsequent
settlement is accounted for within equity.

Goodwill is initially measured at cost, being the excess of the aggregate of the consideration transferred, the
amount recognised for non-controlling interests and any fair value of the Group’s previously held equity interests
in the acquiree over the identifiable assets acquired and liabilities assumed. If the sum of this consideration and
other items is lower than the fair value of the net assets acquired, the difference is, after reassessment, recognised
in profit or loss as a gain on bargain purchase.

After initial recognition, goodwill is measured at cost less any accumulated impairment losses. Goodwill is tested
for impairment annually or more frequently if events or changes in circumstances indicate that the carrying value
may be impaired. The Group performs its annual impairment test of goodwill as at 31 December. For the purpose
of impairment testing, goodwill acquired in a business combination is, from the acquisition date, allocated to each
of the Group’s cash-generating units, or groups of cash-generating units, that are expected to benefit from the
synergies of the combination, irrespective of whether other assets or liabilities of the Group are assigned to those
units or groups of units.

Impairment is determined by assessing the recoverable amount of the cash-generating unit (group of cash-
generating units) to which the goodwill relates. Where the recoverable amount of the cash-generating unit (group
of cashgenerating units) is less than the carrying amount, an impairment loss is recognised. An impairment loss
recognised for goodwill is not reversed in a subsequent period.

Where goodwill has been allocated to a cash-generating unit (or group of cash-generating units) and part of the
operation within that unit is disposed of, the goodwill associated with the operation disposed of is included in
the carrying amount of the operation when determining the gain or loss on the disposal. Goodwill disposed of in
these circumstances is measured based on the relative value of the operation disposed of and the portion of the
cashgenerating unit retained.
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XIV. NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
For the year ended 31 December 2023

2.3. MATERIAL ACCOUNTING POLICIES (Continued)

Fair value measurement

Fair value is the price that would be received to sell an asset or paid to transfer a liability in an orderly transaction
between market participants at the measurement date. The fair value measurement is based on the presumption
that the transaction to sell the asset or transfer the liability takes place either in the principal market for the asset
or liability, or in the absence of a principal market, in the most advantageous market for the asset or liability. The
principal or the most advantageous market must be accessible by the Group. The fair value of an asset or a liability
is measured using the assumptions that market participants would use when pricing the asset or liability, assuming
that market participants act in their economic best interest.

A fair value measurement of a non-financial asset takes into account a market participant’s ability to generate
economic benefits by using the asset in its highest and best use or by selling it to another market participant that
would use the asset in its highest and best use.

The Group uses valuation techniques that are appropriate in the circumstances and for which sufficient data
are available to measure fair value, maximising the use of relevant observable inputs and minimising the use of
unobservable inputs.

All assets and liabilities for which fair value is measured or disclosed in the consolidated financial statements are
categorised within the fair value hierarchy, described as follows, based on the lowest level input that is significant
to the fair value measurement as a whole:

Level 1 - based on quoted prices (unadjusted) in active markets for identical assets or liabilities

Level 2 - based on valuation techniques for which the lowest level input that is significant to the fair value
measurement is observable, either directly or indirectly

Level 3 - based on valuation techniques for which the lowest level input that is significant to the fair value
measurement is unobservable

For assets and liabilities that are recognised in the consolidated financial statements on a recurring basis, the Group
determines whether transfers have occurred between levels in the hierarchy by reassessing categorisation (based on
the lowest level input that is significant to the fair value measurement as a whole) as at the end of each reporting
period.

Impairment of non-financial assets

Where an indication of impairment exists, or when annual impairment testing for an asset is required (other than
financial assets), the asset’s recoverable amount is estimated. An asset’s recoverable amount is the higher of the
asset’s or cash-generating unit's value in use and its fair value less costs of disposal, and is determined for an
individual asset, unless the asset does not generate cash inflows that are largely independent of those from other
assets or groups of assets, in which case the recoverable amount is determined for the cash-generating unit to
which the asset belongs. In testing a cash-generating unit for impairment, a portion of the carrying amount of a
corporate asset (e.g., a headquarters building) is allocated to an individual cash-generating unit if it can be allocated
on a reasonable and consistent basis or, otherwise, to the smallest group of cash-generating units.

An impairment loss is recognised only if the carrying amount of an asset exceeds its recoverable amount. In assessing
value in use, the estimated future cash flows are discounted to their present value using a pre-tax discount rate that
reflects current market assessments of the time value of money and the risks specific to the asset. An impairment
loss is charged to profit or loss in the period in which it arises in those expense categories consistent with the
function of the impaired asset.
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XIV.'NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
For the year ended 31 December 2023

2.3. MATERIAL ACCOUNTING POLICIES (Continued)

Impairment of non-financial assets (Continued)

An assessment is made as at the end of each reporting period as to whether there is an indication that previously
recognised impairment losses may no longer exist or may have decreased. If such an indication exists, the recoverable
amount is estimated. A previously recognised impairment loss of an asset other than goodwill is reversed only if
there has been a change in the estimates used to determine the recoverable amount of that asset, but not to an
amount higher than the carrying amount that would have been determined (net of any depreciation/amortisation)
had no impairment loss been recognised for the asset in prior years. A reversal of such an impairment loss is credited
to profit or loss in the period in which it arises.

Related parties

A party is considered to be related to the Group if:
(@) the party is a person or a close member of that person’s family and that person
(i) has control or joint control over the Group;
(i) has significant influence over the Group; or
(iii) is a member of the key management personnel of the Group or of a parent of the Group;
or
(b)  the party is an entity where any of the following conditions applies:
(i)  the entity and the Group are members of the same group;

(i) one entity is an associate or joint venture of the other entity (or of a parent, subsidiary or fellow subsidiary
of the other entity);

(iii)  the entity and the Group are joint ventures of the same third party;
(iv) one entity is a joint venture of a third entity and the other entity is an associate of the third entity;

(v)  the entity is a post-employment benefit plan for the benefit of employees of either the Group or an
entity related to the Group; and the sponsoring employers of the post-employment benefit plan;

(vi) the entity is controlled or jointly controlled by a person identified in (a);

(vii) a person identified in (a)(i) has significant influence over the entity or is a member of the key management
personnel of the entity (or of a parent of the entity); and

(viii) the entity, or any member of a group of which it is a part, provides key management personnel services
to the Group or to the parent of the Group.
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XIV. NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
For the year ended 31 December 2023

2.3. MATERIAL ACCOUNTING POLICIES (Continued)

Property, plant and equipment and depreciation

Property, plant and equipment, other than construction in progress, are stated at cost less accumulated depreciation
and any impairment losses. The cost of an item of property, plant and equipment comprises its purchase price
and any directly attributable costs of bringing the asset to its working condition and location for its intended use.

Depreciation is calculated on the straight-line basis to write off the cost of each item of property, plant and equipment
to its residual value over its estimated useful life. The principal annual rates used for this purpose are as follows:

Buildings and facilities 1.90% to 19.00%
Leasehold improvements 19.00% to 47.50%
Equipment 19.00% to 31.67%
Furniture and fixtures 19.00%
Motor vehicles 11.88% to 23.75%

Where parts of an item of property, plant and equipment have different useful lives, the cost of that item is allocated
on a reasonable basis among the parts and each part is depreciated separately. Residual values, useful lives and the
depreciation method are reviewed, and adjusted if appropriate, at least as at each financial year end.

An item of property, plant and equipment including any significant part initially recognised is derecognised upon
disposal or when no future economic benefits are expected from its use or disposal. Any gain or loss on disposal
or retirement recognised in profit or loss in the year the asset is derecognised is the difference between the net
sale proceeds and the carrying amount of the relevant asset.

Construction in progress mainly represents buildings under construction, which are stated at cost less any impairment
losses, and are not depreciated. Cost comprises the direct costs of construction. Construction in progress is reclassified
to the appropriate category of property, plant and equipment when completed and ready for use.

Intangible assets (other than goodwill)

Intangible assets acquired separately are measured on initial recognition at cost. The cost of intangible assets
acquired in a business combination is the fair value at the date of acquisition. The useful lives of intangible assets
are assessed to be either finite or indefinite. Intangible assets with finite lives are subsequently amortised over the
useful economic life and assessed for impairment whenever there is an indication that the intangible asset may be
impaired. The amortisation period and the amortisation method for an intangible asset with a finite useful life are
reviewed at least as at each financial year end.

Computer software

Purchased computer software is stated at cost less any impairment losses and is amortised on a straight-line basis
over its estimated useful life of 5 to 10 years.

Brands

Brands mainly represent brands that are stated at cost less any impairment losses and are amortised on a straight-
line basis over their estimated useful lives of 10 years.

Other intangible assets

Other intangible assets mainly represent certain media platforms, copyrights and student resources that are stated
at cost less any impairment losses and are amortised on a straight-line basis over their estimated useful lives ranging
from 1.86 to 10 years.
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XIV. NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
For the year ended 31 December 2023

2.3. MATERIAL ACCOUNTING POLICIES (Continued)

Leases

The Group assesses at contract inception whether a contract is, or contains, a lease. A contract is, or contains, a
lease if the contract conveys the right to control the use of an identified asset for a period of time in exchange
for consideration.

Group as a lessee

The Group applies a single recognition and measurement approach for all leases, except for short-term leases and
leases of low-value assets. The Group recognises lease liabilities to make lease payments and right-of-use assets
representing the right to use the underlying assets.

(a)

(b)

(c)

Right-of-use assets

Right-of-use assets are recognised at the commencement date of the lease (that is the date the underlying
asset is available for use). Right-of-use assets are measured at cost, less any accumulated depreciation and
any impairment losses, and adjusted for any remeasurement of lease liabilities. The cost of right-of-use assets
includes the amount of lease liabilities recognised, initial direct costs incurred, and lease payments made at
or before the commencement date less any lease incentives received. Right-of-use assets are depreciated on
a straight-line basis over the shorter of the lease terms and the estimated useful lives of the assets as follows:

Leasehold land 32 to 50 years
Buildings 2 to 10 years

If ownership of the leased asset transfers to the Group by the end of the lease term or the cost reflects the
exercise of a purchase option, depreciation is calculated using the estimated useful life of the asset.

Lease liabilities

Lease liabilities are recognised at the commencement date of the lease at the present value of lease payments
to be made over the lease term. The lease payments include fixed payments (including in-substance fixed
payments) less any lease incentives receivable, variable lease payments that depend on an index or a rate, and
amounts expected to be paid under residual value guarantees. The lease payments also include the exercise
price of a purchase option reasonably certain to be exercised by the Group and payments of penalties for
termination of a lease, if the lease term reflects the Group exercising the option to terminate the lease. The
variable lease payments that do not depend on an index or a rate are recognised as an expense in the period
in which the event or condition that triggers the payment occurs.

In calculating the present value of lease payments, the Group uses its incremental borrowing rate at the
lease commencement date because the interest rate implicit in the lease is not readily determinable. After
the commencement date, the amount of lease liabilities is increased to reflect the accretion of interest and
reduced for the lease payments made. In addition, the carrying amount of lease liabilities is remeasured if
there is a modification, a change in the lease term, a change in lease payments (e.g., a change to future lease
payments resulting from a change in an index or rate) or a change in assessment of an option to purchase
the underlying asset.

Short-term leases and leases of low-value assets

The Group applies the short-term lease recognition exemption to its short-term leases of property (that is
those leases that have a lease term of 12 months or less from the commencement date and do not contain
a purchase option). It also applies the recognition exemption for leases of low-value assets.

Lease payments on short-term leases and leases of low-value assets are recognised as an expense on a
straightline basis over the lease term.
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XIV. NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
For the year ended 31 December 2023

2.3. MATERIAL ACCOUNTING POLICIES (Continued)

Investments and other financial assets

Initial recognition and measurement

Financial assets are classified, at initial recognition, as subsequently measured at amortised cost, fair value through
other comprehensive income, and fair value through profit or loss.

The classification of financial assets at initial recognition depends on the financial asset’s contractual cash flow
characteristics and the Group’s business model for managing them. With the exception of trade receivables that
do not contain a significant financing component or for which the Group has applied the practical expedient of
not adjusting the effect of a significant financing component, the Group initially measures a financial asset at its
fair value, plus in the case of a financial asset not at fair value through profit or loss, transaction costs. Trade
receivables that do not contain a significant financing component or for which the Group has applied the practical
expedient are measured at the transaction price determined under IFRS 15 in accordance with the policies set out
for “Revenue recognition” below.

In order for a financial asset to be classified and measured at amortised cost or fair value through other comprehensive
income, it needs to give rise to cash flows that are solely payments of principal and interest (“SPPI”) on the principal
amount outstanding. Financial assets with cash flows that are not SPPI are classified and measured at fair value
through profit or loss, irrespective of the business model.

The Group's business model for managing financial assets refers to how it manages its financial assets in order
to generate cash flows. The business model determines whether cash flows will result from collecting contractual
cash flows, selling the financial assets, or both. Financial assets classified and measured at amortised cost are held
within a business model with the objective to hold financial assets in order to collect contractual cash flows, while
financial assets classified and measured at fair value through other comprehensive income are held within a business
model with the objective of both holding to collect contractual cash flows and selling. Financial assets which are
not held within the aforementioned business models are classified and measured at fair value through profit or loss.

All regular way purchases and sales of financial assets are recognised on the trade date, that is, the date that the
Group commits to purchase or sell the asset. Regular way purchases or sales are purchases or sales of financial assets
that require delivery of assets within the period generally established by regulation or convention in the marketplace.

Subsequent measurement
The subsequent measurement of financial assets depends on their classification as follows:

Financial assets at amortised cost (debt instruments)

Financial assets at amortised cost are subsequently measured using the effective interest method and are subject to
impairment. Gains and losses are recognised in profit or loss when the asset is derecognised, modified or impaired.

Financial assets designated at fair value through other comprehensive income (equity investments)

Upon initial recognition, the Group can elect to classify irrevocably its equity investments as equity investments
designated at fair value through other comprehensive income when they meet the definition of equity under IAS 32
Financial Instruments: Presentation and are not held for trading. The classification is determined on an instrument-
by-instrument basis.

Gains and losses on these financial assets are never recycled to the profit or loss. Dividends are recognised as other
income in profit or loss when the right of payment has been established, it is probable that the economic benefits
associated with the dividend will flow to the Group and the amount of the dividend can be measured reliably, except
when the Group benefits from such proceeds as a recovery of part of the cost of the financial asset, in which case
such gains are recorded in other comprehensive income. Equity investments designated at fair value through other
comprehensive income are not subject to impairment assessment.
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For the year ended 31 December 2023

2.3. MATERIAL ACCOUNTING POLICIES (Continued)

Investments and other financial assets (Continued)

Financial assets at fair value through profit or loss

Financial assets at fair value through profit or loss are carried in the consolidated statement of financial position at
fair value with net changes in fair value recognised in profit or loss.

This category includes derivative instruments and equity investments which the Group had not irrevocably elected
to classify at fair value through other comprehensive income. Dividends on equity investments classified as financial
assets at fair value through profit or loss are also recognised as other income in the profit or loss when the right
of payment has been established, it is probable that the economic benefits associated with the dividend will flow
to the Group and the amount of the dividend can be measured reliably.

A derivative embedded in a hybrid contract, with a financial liability or non-financial host, is separated from the
host and accounted for as a separate derivative if the economic characteristics and risks are not closely related to
the host; a separate instrument with the same terms as the embedded derivative would meet the definition of a
derivative; and the hybrid contract is not measured at fair value through profit or loss. Embedded derivatives are
measured at fair value with changes in fair value recognised in the profit or loss. Reassessment only occurs if there
is either a change in the terms of the contract that significantly modifies the cash flows that would otherwise be
required or a reclassification of a financial asset out of the fair value through profit or loss category.

A derivative embedded within a hybrid contract containing a financial asset host is not accounted for separately. The
financial asset host together with the embedded derivative is required to be classified in its entirety as a financial
asset at fair value through profit or loss.

Derecognition of financial assets

A financial asset (or, where applicable, a part of a financial asset or part of a group of similar financial assets) is
primarily derecognised (i.e., removed from the Group’s consolidated statement of financial position) when:

- the rights to receive cash flows from the asset have expired; or

- the Group has transferred its rights to receive cash flows from the asset, or has assumed an obligation to pay
the received cash flows in full without material delay to a third party under a “pass-through” arrangement;
and either (a) the Group has transferred substantially all the risks and rewards of the asset, or (b) the Group
has neither transferred nor retained substantially all the risks and rewards of the asset, but has transferred
control of the asset.

When the Group has transferred its rights to receive cash flows from an asset or has entered into a pass-through
arrangement, it evaluates if, and to what extent, it has retained the risk and rewards of ownership of the asset.
When it has neither transferred nor retained substantially all the risks and rewards of the asset nor transferred
control of the asset, the Group continues to recognise the transferred asset to the extent of the Group’s continuing
involvement. In that case, the Group also recognises an associated liability. The transferred asset and the associated
liability are measured on a basis that reflects the rights and obligations that the Group has retained.

Continuing involvement that takes the form of a guarantee over the transferred asset is measured at the lower
of the original carrying amount of the asset and the maximum amount of consideration that the Group could be
required to repay.
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XIV. NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
For the year ended 31 December 2023

2.3. MATERIAL ACCOUNTING POLICIES (Continued)

Impairment of financial assets

The Group recognises an allowance for expected credit losses (“ECLs"”) for all debt instruments not held at fair value
through profit or loss. ECLs are based on the difference between the contractual cash flows due in accordance
with the contract and all the cash flows that the Group expects to receive, discounted at an approximation of the
original effective interest rate. The expected cash flows will include cash flows from the sale of collateral held or
other credit enhancements that are integral to the contractual terms.

General approach

ECLs are recognised in two stages. For credit exposures for which there has not been a significant increase in credit
risk since initial recognition, ECLs are provided for credit losses that result from default events that are possible within
the next 12 months (a 12-month ECL). For those credit exposures for which there has been a significant increase
in credit risk since initial recognition, a loss allowance is required for credit losses expected over the remaining life
of the exposure, irrespective of the timing of the default (a lifetime ECL).

At each reporting date, the Group assesses whether the credit risk on a financial instrument has increased significantly
since initial recognition. When making the assessment, the Group compares the risk of a default occurring on the
financial instrument as at the reporting date with the risk of a default occurring on the financial instrument as at
the date of initial recognition and considers reasonable and supportable information that is available without undue
cost or effort, including historical and forward-looking information. The Group considers that there has been a
significant increase in credit risk when contractual payments are more than three months past due.

The Group considers a financial asset to be in default (other than trade receivables) when internal or external
information indicates that the Group is unlikely to receive the outstanding contractual amounts in full before
taking into account any credit enhancements held by the Group. A financial asset is written off when there is no
reasonable expectation of recovering the contractual cash flows.

Debt investments at fair value through other comprehensive income and financial assets at amortised cost are subject
to impairment under the general approach and they are classified within the following stages for measurement
of ECLs except for trade receivables and contract assets which apply the simplified approach as detailed below.

Stage 1 — Financial instruments for which credit risk has not increased significantly since initial recognition and
for which the loss allowance is measured at an amount equal to 12-month ECLs

Stage 2 — Financial instruments for which credit risk has increased significantly since initial recognition but that are
not credit-impaired financial assets and for which the loss allowance is measured at an amount equal

to lifetime ECLs

Stage 3 — Financial assets that are credit-impaired at the reporting date (but that are not purchased or originated
credit-impaired) and for which the loss allowance is measured at an amount equal to lifetime ECLs
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XIV.'NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
For the year ended 31 December 2023

2.3. MATERIAL ACCOUNTING POLICIES (Continued)

Financial liabilities

Simplified approach

For trade receivables that do not contain a significant financing component or when the Group applies the practical
expedient of not adjusting the effect of a significant financing component, the Group applies the simplified approach
in calculating ECLs. Under the simplified approach, the Group does not track changes in credit risk, but instead
recognises a loss allowance based on lifetime ECLs at each reporting date. The Group has established a provision
matrix that is based on its historical credit loss experience, adjusted for forward-looking factors specific to the
debtors and the economic environment.

Initial recognition and measurement
Financial liabilities are classified, at initial recognition, as loans or borrowings and payables.

All financial liabilities are recognised initially at fair value and, in the case of loans and borrowings and payables,
net of directly attributable transaction costs.

The Group’s financial liabilities include other payables and accruals, interest-bearing bank and other borrowings,
other current liabilities, other non-current liabilities and amounts due to related parties.

Subsequent measurement
The subsequent measurement of financial liabilities depends on their classification as follows:

Financial liabilities at fair value through profit or loss

Financial liabilities designated upon initial recognition as at fair value through profit or loss are designated at the
initial date of recognition, and only if the criteria in IFRS 9 are satisfied. Gains or losses on liabilities designated
at fair value through profit or loss are recognised in profit or loss, except for the gains or losses arising from the
Group's own credit risk which are presented in other comprehensive income with no subsequent reclassification
to profit or loss. The net fair value gain or loss recognised in profit or loss does not include any interest charged
on these financial liabilities.

Financial liabilities at amortised cost (loans and borrowings)

After initial recognition, loans and borrowings are subsequently measured at amortised cost, using the effective
interest rate method unless the effect of discounting would be immaterial, in which case they are stated at cost.
Gains and losses are recognised in profit or loss when the liabilities are derecognised as well as through the effective
interest rate amortisation process.

Amortised cost is calculated by taking into account any discount or premium on acquisition and fees or costs that
are an integral part of the effective interest rate. The effective interest rate amortisation is included in finance costs
in profit or loss.
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XIV. NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
For the year ended 31 December 2023

2.3. MATERIAL ACCOUNTING POLICIES (Continued)

Derecognition of financial liabilities

A financial liability is derecognised when the obligation under the liability is discharged or cancelled, or expires.

When an existing financial liability is replaced by another from the same lender on substantially different terms,
or the terms of an existing liability are substantially modified, such an exchange or modification is treated as a
derecognition of the original liability and a recognition of a new liability, and the difference between the respective
carrying amounts is recognised in profit or loss.

Offsetting of financial instruments

Financial assets and financial liabilities are offset and the net amount is reported in the consolidated statement of
financial position if there is a currently enforceable legal right to offset the recognised amounts and there is an
intention to settle on a net basis, or to realise the assets and settle the liabilities simultaneously.

Treasury shares

Own equity instruments which are reacquired and held by the Company or the Group (treasury shares) are recognised
directly in equity at cost. No gain or loss is recognised in profit or loss on the purchase, sale, issue or cancellation
of the Group’s own equity instruments.

Cash and cash equivalents

For the purpose of the consolidated statement of cash flows, cash and cash equivalents comprise cash on hand
and demand deposits, and short term highly liquid investments that are readily convertible into known amounts of
cash, are subject to an insignificant risk of changes in value, and have a short maturity of generally within three
months when acquired, less bank overdrafts which are repayable on demand and form an integral part of the
Group's cash management.

For the purpose of the consolidated statement of financial position, cash and cash equivalents comprise cash on
hand and at banks which are not restricted as to use.
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XIV. NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
For the year ended 31 December 2023

2.3. MATERIAL ACCOUNTING POLICIES (Continued)

Income tax

Income tax comprises current and deferred tax. Income tax relating to items recognised outside profit or loss is
recognised outside profit or loss, either in other comprehensive income or directly in equity.

Current tax assets and liabilities are measured at the amount expected to be recovered from or paid to the taxation
authorities, based on tax rates (and tax laws) that have been enacted or substantively enacted by the end of each
of the year, taking into consideration interpretations and practices prevailing in the countries in which the Group
operates.

Deferred tax is provided, using the liability method, on all temporary differences as at the end of each reporting
period between the tax bases of assets and liabilities and their carrying amounts for financial reporting purposes.

Deferred tax liabilities are recognised for all taxable temporary differences, except:

- when the deferred tax liability arises from the initial recognition of an asset or liability in a transaction that
is not a business combination and, at the time of the transaction, affects neither the accounting profit nor
taxable profit or loss; and

- in respect of taxable temporary differences associated with investments in subsidiaries, when the timing of
the reversal of the temporary differences can be controlled and it is probable that the temporary differences
will not reverse in the foreseeable future.

Deferred tax assets are recognised for all deductible temporary differences, and the carryforward of unused tax
credits and any unused tax losses. Deferred tax assets are recognised to the extent that it is probable that taxable
profit will be available against which the deductible temporary differences, and the carryforward of unused tax
credits and unused tax losses can be utilised, except:

- when the deferred tax asset relating to the deductible temporary differences arises from the initial recognition
of an asset or liability in a transaction that is not a business combination and, at the time of the transaction,
affects neither the accounting profit nor taxable profit or loss; and

- in respect of deductible temporary differences associated with investments in subsidiaries, deferred tax assets are
only recognised to the extent that it is probable that the temporary differences will reverse in the foreseeable
future and taxable profit will be available against which the temporary differences can be utilised.

The carrying amount of deferred tax assets is reviewed as at the end of each reporting period and reduced to the
extent that it is no longer probable that sufficient taxable profit will be available to allow all or part of the deferred
tax asset to be utilised. Unrecognised deferred tax assets are reassessed as at the end of each reporting period and
are recognised to the extent that it has become probable that sufficient taxable profit will be available to allow all
or part of the deferred tax asset to be recovered.

Deferred tax assets and liabilities are measured at the tax rates that are expected to apply to the period when the
asset is realised or the liability is settled, based on tax rates (and tax laws) that have been enacted or substantively
enacted by the end of each reporting period.

Deferred tax assets and deferred tax liabilities are offset if a legally enforceable right exists to set off current tax
assets against current tax liabilities and the deferred taxes relate to the same taxable entity and the same taxation
authority.
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XIV. NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
For the year ended 31 December 2023

2.3. MATERIAL ACCOUNTING POLICIES (Continued)

Government grants

Government grants are recognised at their fair value where there is reasonable assurance that the grant will be received
and all attaching conditions will be complied with. When the grant relates to an expense item, it is recognised as
income on a systematic basis over the periods that the costs, for which it is intended to compensate, are expensed.

Revenue recognition

Revenue from contracts with customers

Revenue from contracts with customers is recognised when control of goods or services is transferred to the
customers at an amount that reflects the consideration to which the Group expects to be entitled in exchange for
those goods or services.

When the consideration in a contract includes a variable amount, the amount of consideration is estimated to
which the Group will be entitled in exchange for transferring the goods or services to the customer. The variable
consideration is estimated at contract inception and constrained until it is highly probable that a significant revenue
reversal in the amount of cumulative revenue recognised will not occur when the associated uncertainty with the
variable consideration is subsequently resolved.

When the contract contains a financing component which provides the customer with a significant benefit of
financing the transfer of goods or services to the customer for more than one year, revenue is measured at the
present value of the amount receivable, discounted using the discount rate that would be reflected in a separate
financing transaction between the Group and the customer at contract inception. When the contract contains a
financing component which provides the Group with a significant financial benefit for more than one year, revenue
recognised under the contract includes the interest expense accreted on the contract liability under the effective
interest method. For a contract where the period between the payment by the customer and the transfer of the
promised goods or services is one year or less, the transaction price is not adjusted for the effects of a significant
financing component, using the practical expedient in IFRS 15.

Tuition and boarding fees are generally received by the college, tutorial centers and kindergartens in advance
prior to the beginning of each academic year or the respective program, and are initially recorded as contract
liabilities. Tuition and boarding fees are recognised proportionately over the relevant period of the academic year
of the respective program. The portion of tuition and boarding payments received from students but not earned
is recorded as contract liabilities and is reflected as a current liability as such amounts represent revenue that the
Group expects to earn within one year.

The Group does not expect to have significant contracts where the period between the transfer of the promised
services to the customer and payment by the customer exceeds one year. As a consequence, the Group does not
adjust any of the transaction prices for the time value of money.

Interest income is recognised on an accrual basis using the effective interest method by applying the rate that
exactly discounts the estimated future cash receipts over the expected life of the financial instrument or a shorter

period, when appropriate, to the net carrying amount of the financial asset.

College management service income and other services income are recognised when services are provided.
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For the year ended 31 December 2023

2.3. MATERIAL ACCOUNTING POLICIES (Continued)

Contract liabilities

A contract liability is recognised when a payment is received or a payment is due (whichever is earlier) from a
customer before the Group transfers the related goods or services. Contract liabilities are recognised as revenue
when the Group performs under the contract (i.e., transfers control of the related goods or services to the customer).

Contract costs

Other than the costs which are capitalised as property, plant and equipment and intangible assets, costs incurred
to fulfil @ contract with a customer are capitalised as an asset if all of the following criteria are met:

(@) The costs relate directly to a contract or to an anticipated contract that the entity can specifically identify.

(b)  The costs generate or enhance resources of the entity that will be used in satisfying (or in continuing to satisfy)
performance obligations in the future.

()  The costs are expected to be recovered.

The capitalised contract costs are amortised and charged to profit or loss on a systematic basis that is consistent
with the transfer to the customer of the goods or services to which the asset relates. Other contract costs are
expensed as incurred.

Share-based payments

The Company operates two share option schemes and a restricted share unit scheme (the “RSU Scheme") for the
purpose of providing incentives and rewards to eligible participants who contribute to the success of the Group’s
operations. Employees (including Directors) of the Group receive remuneration in the form of share-based payments,
whereby employees render services in exchange for equity instruments (“equity-settled transactions”).

The cost of equity-settled transactions with employees is measured by reference to the fair value at the date at
which they are granted. Further details are given in note 29 to these consolidated financial statements.

The cost of equity-settled transactions is recognised in employee benefit expense, together with a corresponding
increase in equity, over the period in which the performance and/or service conditions are fulfilled. The cumulative
expense recognised for equity-settled transactions at the end of each reporting period until the vesting date
reflects the extent to which the vesting period has expired and the Group's best estimate of the number of equity
instruments that will ultimately vest. The charge or credit to profit or loss for a period represents the movement in
the cumulative expense recognised as at the beginning and end of that period.
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XIV. NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
For the year ended 31 December 2023

2.3. MATERIAL ACCOUNTING POLICIES (Continued)

Share-based payments (Continued)

Service and non-market performance conditions are not taken into account when determining the grant date fair
value of awards, but the likelihood of the conditions being met is assessed as part of the Group’s best estimate of
the number of equity instruments that will ultimately vest. Market performance conditions are reflected within the
grant date fair value. Any other conditions attached to an award, but without an associated service requirement,
are considered to be non-vesting conditions. Non-vesting conditions are reflected in the fair value of an award and
lead to an immediate expensing of an award unless there are also service and/or performance conditions.

For awards that do not ultimately vest because non-market performance and/or service conditions have not been
met, no expense is recognised. Where awards include a market or non-vesting condition, the transactions are
treated as vesting irrespective of whether the market or non-vesting condition is satisfied, provided that all other
performance and/or service conditions are satisfied.

Where the terms of an equity-settled award are modified, as a minimum an expense is recognised as if the terms
had not been modified, if the original terms of the award are met. In addition, an expense is recognised for any
modification that increases the total fair value of the share-based payments, or is otherwise beneficial to the
employee as measured at the date of modification.

Where an equity-settled award is cancelled, it is treated as if it had vested on the date of cancellation, and any expense
not yet recognised for the award is recognised immediately. This includes any award where non-vesting conditions
within the control of either the Group or the employee are not met. However, if a new award is substituted for the
cancelled award, and is designated as a replacement award on the date that it is granted, the cancelled and new
awards are treated as if they were a modification of the original award, as described in the previous paragraph.

The dilutive effect of outstanding options is reflected as additional share dilution in the computation of earnings
per share.

Other employee benefits

Pension scheme

The employees of the Group’s subsidiaries which operate in Mainland China are required to participate in a central
pension scheme (being a defined contribution scheme) operated by the local municipal government. The subsidiaries
operating in Mainland China are required to contribute a certain percentage of their payroll costs to the central
pension scheme. The contributions are charged to profit or loss as they become payable in accordance with the
rules of the central pension scheme.

The only obligation of the Group with respect to such defined contribution scheme is to make the specified

contributions. During the years ended 31 December 2023 and 2022, there was no forfeited contributions under
the defined contribution scheme above which may be used by the Group to reduce the contribution payable.
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For the year ended 31 December 2023

2.3. MATERIAL ACCOUNTING POLICIES (Continued)

Borrowing costs

Borrowing costs directly attributable to the acquisition, construction or production of qualifying assets, i.e., assets
that necessarily take a substantial period of time to get ready for their intended use or sale, are capitalised as part
of the cost of those assets. The capitalisation of such borrowing costs ceases when the assets are substantially
ready for their intended use or sale. Investment income earned on the temporary investment of specific borrowings
pending their expenditure on qualifying assets is deducted from the borrowing costs capitalised. All other borrowing
costs are expensed in the period in which they are incurred. Borrowing costs consist of interest and other costs that
an entity incurs in connection with the borrowing of funds.

Foreign currencies

These consolidated financial statements are presented in RMB. The functional currency of the Company is Hong
Kong dollars (“HK$"). Each entity in the Group determines its own functional currency and items included in the
consolidated financial statements of each entity are measured using that functional currency. Foreign currency
transactions recorded by the entities in the Group are initially recorded using their respective functional currency
rates prevailing at the dates of the transactions. Monetary assets and liabilities denominated in foreign currencies
are translated at the functional currency rates of exchange ruling as at the end of each of the reporting period.
Differences arising on settlement or translation of monetary items are recognised in profit or loss.

Non-monetary items that are measured in terms of historical cost in a foreign currency are translated using the
exchange rates at the dates of the initial transactions. Non-monetary items measured at fair value in a foreign
currency are translated using the exchange rates at the date when the fair value was measured. The gain or loss
arising on translation of a non-monetary item measured at fair value is treated in line with the recognition of the
gain or loss on change in fair value of the item (i.e., translation difference on the item whose fair value gain or loss
is recognised in other comprehensive income or profit or loss is also recognised in other comprehensive income or
profit or loss, respectively).

In determining the exchange rate on initial recognition of the related asset, expense or income on the derecognition
of a non-monetary asset or non-monetary liability relating to an advance consideration, the date of initial transaction
is the date on which the Group initially recognises the non-monetary asset or non-monetary liability arising from the
advance consideration. If there are multiple payments or receipts in advance, the Group determines the transaction
date for each payment or receipt of the advance consideration.

The functional currencies of certain overseas subsidiaries are currencies other than RMB. As at the end of the
reporting period, the assets and liabilities of these entities are translated into RMB at the exchange rates prevailing
at the end of the reporting period and their statements of profit or loss are translated into RMB at the exchange
rates that approximate to those prevailing at the dates of the transactions.

The resulting exchange differences are recognised in other comprehensive income and accumulated in the exchange
fluctuation reserve. On disposal of a foreign operation, the component of other comprehensive income relating to
that particular foreign operation is recognised in the profit or loss.

Any goodwill arising on the acquisition of a foreign operation and any fair value adjustments to the carrying
amounts of assets and liabilities arising on acquisition are treated as assets and liabilities of the foreign operation
and translated at the closing rate.
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XIV. NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
For the year ended 31 December 2023

2.3. MATERIAL ACCOUNTING POLICIES (Continued)

Provisions and contingent liabilities

Provisions are recognised for liabilities of uncertain timing or amount when the Group has a present legal or
constructive obligation arising as a result of a past event, it is probable that an outflow of economic benefits will be
required to settle the obligation and a reliable estimate can be made. Where the time value of money is material,
provisions are stated at the present value of the expenditures expected to settle the obligation.

Where it is not probable that an outflow of economic benefits will be required, or the amount cannot be estimated
reliably, the obligation is disclosed as a contingent liability, unless the probability of outflow is remote. Possible
obligations, whose existence will only be confirmed by the occurrence or non-occurrence of one or more future
events are also disclosed as contingent liabilities unless the probability of outflow is remote.

Events after the reporting period

Events after the reporting period that provide additional information about the Group’s position at the end of the
reporting period or those that indicate the going concern assumption is not appropriate are adjusting events and
are reflected in the consolidated financial statements. Events after the reporting period that are not adjusting events
are disclosed in the notes to the consolidated financial statements when material.

3. SIGNIFICANT ACCOUNTING JUDGEMENTS AND ESTIMATES

The preparation of the Group’s financial statements requires management to make judgements, estimates and
assumptions that affect the reported amounts of revenues, expenses, assets and liabilities, and their accompanying
disclosures. Uncertainty about these assumptions and estimates could result in outcomes that could require a material
adjustment to the carrying amounts of the assets or liabilities affected in the future.

Judgements

In the process of applying the Group’s accounting policies, management has made the following judgement,
apart from those involving estimations, which have the most significant effect on the amounts recognised in the
consolidated financial statements.

Going concern basis

These consolidated financial statements have been prepared on a going concern basis, the validity of which depends
upon the cash flows from operations and the successful refinancing of certain existing bank and other borrowings
upon maturity. Details are explained in note 2.1 to the consolidated financial statements.

Contractual arrangements

The Group exercises control over Shijiazhuang Institute of Technology, Shijiazhuang Saintach and its tutorial centers,
Zhejiang Peijian and its tutorial schools, Hangzhou Yimai, Shangyu Company and its tutorial schools, Hebei Saintach
and its kindergartens, Xin Tian Di Xian, Beijing Zhihang and Zerui Education (collectively, the “Structured Entities”)
and enjoys economic benefits of the Structured Entities through a series of contractual arrangements.

The Group considers that it controls the Structured Entities notwithstanding the fact that it does not hold direct
equity interests in the Structured Entities, as it has power over the financial and operating policies of the Structured
Entities and receives substantially all of the economic benefits from the business activities of the Structured Entities
through the contractual arrangements. Accordingly, the Structured Entities have been accounted for as subsidiaries
during the year.
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For the year ended 31 December 2023

3. SIGNIFICANT ACCOUNTING JUDGEMENTS AND ESTIMATES (Continued)

Judgements (Continued)

Current and deferred tax

Significant judgement is required in interpreting the relevant tax rules and regulations so as to determine whether
the Group is subject to corporate income tax. This assessment relies on estimates and assumptions and may involve
a series of judgements about future events. New information may become available that causes the Group to
change its judgement regarding the adequacy of the tax liabilities. Such changes to tax liabilities will impact the
tax expense in the period in which such determination is made. Further details of the current and deferred tax are
set out in note 10 to the consolidated financial statements.

Estimation uncertainty

The key assumptions concerning the future and other key sources of estimation uncertainty at the end of the
reporting period, that have a significant risk of causing a material adjustment to the carrying amounts of assets
and liabilities within the next financial year, are described below.

Impairment of goodwill

The Group determines whether goodwill is impaired at least on an annual basis. This requires an estimation of the
value in use of the cash-generating unit to which the goodwill is allocated. Estimating the value in use requires the
Group to make an estimate of the expected future cash flows from the cash-generating unit and also to choose
a suitable discount rate in order to calculate the present value of those cash flows. As at 31 December 2023, the
carrying amount of goodwill was RMB81,015,000 (2022: RMB89,507,000). Further details are given in note 15 to
the consolidated financial statements.

Leases — Estimating the incremental borrowing rate

The Group cannot readily determine the interest rate implicit in a lease, and therefore, it uses an incremental
borrowing rate (“IBR") to measure lease liabilities. The IBR is the rate of interest that the Group would have to pay
to borrow over a similar term, and with a similar security, the funds necessary to obtain an asset of a similar value
to the right-of-use asset in a similar economic environment. The IBR therefore reflects what the Group “would have
to pay”, which requires estimation when no observable rates are available (such as for subsidiaries that do not enter
into financing transactions) or when it needs to be adjusted to reflect the terms and conditions of the lease (for
example, when leases are not in the subsidiary’s functional currency). The Group estimates the IBR using observable
inputs (such as market interest rates) when available and is required to make certain entity-specific estimates (such
as the subsidiary’s standalone credit rating).

Useful lives and residual values of items of property, plant and equipment

In determining the useful lives and residual values of items of property, plant and equipment, the Group has to
consider various factors, such as technical or commercial obsolescence arising from changes or improvements in the
provision of services, or from a change in the market demand for the service output of the asset, expected usage
of the asset, expected physical wear and tear, care and maintenance of the asset, and legal or similar limits on the
use of the asset. The estimation of the useful life of the asset is based on the experience of the Group with similar
assets that are used in a similar way. Additional depreciation is made if the estimated useful lives and/or residual
values of items of property, plant and equipment are different from previous estimation. Useful lives and residual
values are reviewed as at the end of each reporting period. Further details of the property, plant and equipment
are set out in note 13 to the consolidated financial statements.
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XIV. NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
For the year ended 31 December 2023

OPERATING SEGMENT INFORMATION

The Group is principally engaged in the provision of education services and the college management services in
the PRC.

Management monitors the results of the Group’s operating segments separately for the purpose of making decisions
about resource allocation and performance assessment. Segment performance is evaluated based on reportable
segment profit which is measured consistently with the Group’s profit before tax except that finance costs (other
than interest on lease liabilities), interest income and other unallocated income and expenses are excluded from
such measurement.

Segment assets exclude cash and bank balances, term deposits, pledged deposits, financial assets at fair value through
profit or loss, and other unallocated head office and corporate assets as these assets are managed on a group basis.

Segment liabilities exclude interest-bearing bank and other borrowings, tax payable and other unallocated head
office and corporate liabilities as these liabilities are managed on a group basis.

Non-
vocational
education Total

Vocational
Year ended 31 December 2023

education
RMB’000 RMB’000 RMB’000

Segment revenue

Sales to external customers 270,471 149,557 420,028
Other revenue 23,322 9,057 32,379
Revenue 293,793 158,614 452,407
Segment results 106,941 (5,211) 101,730

Reconciliation
Finance costs (other than interest on lease

liabilities) (39,011)
Interest income 11,125
Unallocated income and expenses, net (34,684)
Profit before tax 39,160
Segment assets 1,506,890 161,257 1,668,147
Reconciliation

Term deposits 40,000

Pledged deposits 176,000

Cash and bank balances 270,254

Financial assets at fair value through profit or loss 8,997

Unallocated head office and corporate assets 159,351
Total assets 2,322,749
Segment liabilities (505,677) (142,449) (648,126)
Reconciliation

Interest-bearing bank and other borrowings (875,661)

Tax payable (2,656)

Unallocated head office and corporate liabilities (15,121)
Total liabilities (1,541,564)
Other segment information:

Depreciation and amortisation 47,818 38,064 85,882

Capital expenditure® 338,199 83,025 421,224

Impairment of goodwill - 8,492 8,492

Loss on disposal of items of property,

plant and equipment 8 863 871
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XIV.'NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
For the year ended 31 December 2023

4. OPERATING SEGMENT INFORMATION (Continued)

Non—
Vocational vocational
Year ended 31 December 2022 education education Total
RMB’'000 RMB’000 RMB'000
Segment revenue
Sales to external customers 223,641 88,267 311,908
Other revenue 17,798 2,492 20,290
Revenue 241,439 90,759 332,198
Segment results 109,415 1,096 110,511
Reconciliation
Finance costs (other than interest on lease
liabilities) (33,763)
Interest income 14,146
Unallocated income and expenses, net (63,480)
Profit before tax 27,414
Segment assets 735,609 151,097 886,706
Reconciliation
Term deposits 90,000
Pledged deposits 176,000
Cash and bank balances 212,583
Financial assets at fair value through profit or loss 6,490
Unallocated head office and corporate assets 583,683
Total assets 1,955,462
Segment liabilities (198,576) (120,971) (319,547)
Reconciliation
Interest-bearing bank and other borrowings (693,383)
Tax payable (2,142)
Unallocated head office and corporate liabilities (214,529)
Total liabilities (1,229,601)
Other segment information:
Depreciation and amortisation 37,113 19,301 56,414
Capital expenditure” 615,696 271,219 886,915
Impairment of goodwill - 8,629 8,629
Loss on disposal of items of property, plant and
equipment 59 56 115
A Capital expenditure consists of additions in right-of-use assets, property, plant and equipment, and intangible assets including assets from

the acquisition of subsidiaries.
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XIV. NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
For the year ended 31 December 2023

OPERATING SEGMENT INFORMATION (continued)

Geographical information

During the years ended 31 December 2023 and 2022, the Group operated within one geographical segment because
all of its revenue was generated in Mainland China and all of its long-term assets were located in Mainland China.

Accordingly, no geographical segment information is presented.

Information about major customers

During the years ended 31 December 2023 and 2022, no revenue from transactions with a single external customer

amounted to 10% or more of the Group's total revenue.

REVENUE, OTHER INCOME AND GAINS

An analysis of revenue is as follows:

2023 2022
Notes RMB’000 RMB'000
Revenue from contracts with customers
Vocational education

Tuition fees 198,129 166,349
Boarding fees 29,125 20,927
College operation service income (a) 27,264 25,418
Others (b) 15,953 11,012
270,471 223,706

Non-vocational education
Tutoring fees 50,851 34,068
Tuition fees 93,495 50,893
Boarding fees 4,651 1,847
Consultation fees 560 1,394
149,557 88,202
420,028 311,908

Notes:

(a) The college operation service income comprises the service income derived from the provision of college operation services and the provision

of accommodation services to the students.

(b) Others represent service fees received from certain independent universities in respect of the provision of student recruitment services,
income received from the provision of vocational training and examination preparation courses, and income derived from granting the right

of canteen management.
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XIV. NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
For the year ended 31 December 2023

5. REVENUE, OTHER INCOME AND GAINS (Continued)

Revenue from contracts with customers

(i) Disaggregated revenue information

2023 2022
RMB’000 RMB’000

Timing of revenue recognition

Education related services transferred over time 413,706 308,192
Other services recognised at a point of time 6,322 3,716
420,028 311,908

The Group’s contracts with students for college education programmes are normally with a duration of one
year renewed up to a total duration of three to five years depending on the education programmes, while
those for boarding fees are normally with a duration of one year. Tuition fees of preschool education are
with a duration of one month and for the tutorial center, tuition is charged based on the number of tutoring
hours to be taken by students and the type of class. Tuition and boarding fees are determined by the Group
and paid by the students before the start of the school year.

The following table shows the amounts of revenue recognised in the current reporting period that were
included in the contract liabilities at the beginning of the reporting period:

2023 2022
RMB’000 RMB’000

Revenue recognised that was included in contract liabilities
at the beginning of the reporting period:

Tuition fees 115,745 77,197
Boarding fees 19,286 14,728
Others 7,994 9,376

143,025 101,301

No revenue recognised during the year relates to performance obligation that was satisfied in prior years.

170 CHINA 21ST CENTURY EDUCATION GROUP LIMITED



5.

(ii) Performance obligations
Education related services

The performance obligations for the provision of education related services are satisfied over time as services are
rendered and payment for tuition fees and boarding fees are normally required before rendering the services.

Other services

The performance obligations related to other services are satisfied at the point of time upon completion of

the related services.

The contracts for education related services are for periods of one year or less. As permitted under IFRS 15,

REVENUE, OTHER INCOME AND GAINS (Continued)

Revenue from contracts with customers (Continued)

the transaction price allocated to these unsatisfied contracts is not disclosed.

An analysis of other income and gains is as follows:

Other income and gains, net

XIV. NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
For the year ended 31 December 2023

2023 2022
Notes RMB’000 RMB’000

Interest income 11,125 14,146
Investment income 2,942 5,368
Sale of education materials and living goods 7,049 3,828
Site use fees (a) 2,971 1,880
Government grants (b) 8,507 750
Covid-19-related VAT exemptions 92 217

Fair value gain on financial assets at fair value
through profit or loss 920 -
Others 10,245 8,997
43,851 35,186

Notes:

(a) The amounts represent usage fees received from certain colleges and enterprises in connection with their uses of the school premises

and facilities of the Group to organise teaching and training activities.

(b) The government grants were received by the Group and credited to profit or loss. There were no unfulfilled conditions in respect of

these government grants.
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XIV. NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
For the year ended 31 December 2023

6. PROFIT BEFORE TAX

The Group’s profit before tax is arrived at after charging/(crediting):

2023 2022
Notes RMB’000 RMB’000

Cost of services provided 255,069 165,524
Depreciation of property, plant and equipment 13 38,295 25,705
Depreciation of right-of-use assets 14(a) 39,561 26,051
Amortisation of intangible assets* 16 8,026 4,658
Lease payments not included in the measurement of

lease liabilities 14(c) 642 1,003

Employee benefit expense (excluding directors’
remuneration disclosed in note 8)

Wages and salaries 103,985 86,068
Pension scheme contributions (defined contribution
scheme) 10,916 8,961
Equity-settled compensation expenses 1,192 2,200
116,093 97,229
Auditor’s remuneration:
Annual audit 1,600 1,780
Non-audit services 530 350
2,130 2,130
Foreign exchange differences, net 3,055 17,385
(Reversal of impairment)/impairment of trade receivables 19 (325) 205
Impairment of goodwill** 15 8,492 8,629
Impairment of other receivables 21 242 1,940
Changes in fair value of financial assets/liabilities at fair
value through profit or loss (920) 780
Loss on disposal of items of property, plant and
equipment, and intangible assets 871 115
* Included in “Cost of sales” or “Administrative expenses” in the consolidated statement of profit or loss and other comprehensive income.
x* Included in “Other expenses” in the consolidated statement of profit or loss and other comprehensive income.
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XIV. NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
For the year ended 31 December 2023

2023 2022
RMB’000 RMB’000

7. FINANCE COSTS

Interest on bank and other borrowings 42,303 44,039
Less: Interest capitalised (3,650) (10,635)
38,653 33,404
Interest on lease liabilities (note 14(c)) 3,734 1,862
Financing consultancy service charges” 358 359
42,745 35,625
A Financing consultancy service charges represented service charges paid by the Group in respect of certain bank and other borrowings obtained.

8. DIRECTORS’ REMUNERATION

Details of directors’ remuneration for the year, disclosed pursuant to the requirements of the Rules Governing
the Listing of Securities of the Main Board on the Stock Exchange, section 383(1)(a),(b),(c) and (f) of the Hong
Kong Companies Ordinance and Part 2 of the Companies (Disclosure of Information about Benefits of Directors)

Regulation, are as follows:
2023 2022
RMB’000 RMB'000

Fees 228 222

Other emoluments:

Salaries, allowances and benefits in kind 1,253 1,307

Equity-settled share option expense 662 1,178

Pension scheme contributions 345 338
2,260 2,823
2,488 3,045

(a) Independent non-executive directors

The fees paid to independent non-executive directors during the year were as follows:

2023 2022

RMB’000 RMB’000

Mr. Guo Litian 72 70
Mr. Yao Zhijun 72 70
Mr. Wan Joseph Jason 84 82
228 222

There were no other emoluments payable to the independent non-executive directors during the year (2022: Nil).
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For the year ended 31 December 2023

8. DIRECTORS’ REMUNERATION (Continued)

(b) Executive directors

Salaries,
allowances

and benefits
in kind
RMB’000

Year ended 31 December 2023

Pension
scheme
contributions
RMB’000

Equity-settled
share option
expense
RMB’000

Total
remuneration
RMB’000

Mr. Li Yunong* 120 45 180 345
Mr. Liu Hongwei 186 59 183 428
Mr. Ren Caiyin 145 60 112 317
Ms. Yang Li 72 28 112 212
Mr. Li Yasheng 730 153 75 958
1,253 345 662 2,260

Salaries,

allowances Pension Equity-settled

and benefits scheme share option Total
Year ended 31 December 2022 in kind contributions expense remuneration
RMB’'000 RMB'000 RMB'000 RMB'000
Mr. Li Yunong* 232 86 370 688
Mr. Liu Hongwei 154 58 377 589
Mr. Ren Caiyin 127 54 230 411
Ms. Yang Li 72 27 47 146
Mr. Li Yasheng 722 113 154 989
1,307 338 1,178 2,823

* Retired on 12 June 2023.

There was no arrangement under which a director waived or agreed to waive any remuneration during the year.
During the years ended 31 December 2023 and 2022, no emoluments were paid by the Group to any of the

directors of the Company as an inducement to join or upon joining the Group or as compensation for loss
of office.
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XIV. NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
For the year ended 31 December 2023

FIVE HIGHEST PAID EMPLOYEES

The five highest paid employees during the year included one director (2022: two), details of whose remuneration
are set out in note 8 above. Details of the remuneration for the year of the remaining four (2022: three) highest
paid employees who are neither a director nor chief executive of the Company are as follows:

2023 2022
RMB’000 RMB’000

Salaries, allowances and benefits in kind 1,765 1,369
Pension scheme contributions 531 321
Equity-settled share option expense 68 61

2,364 1,751

The number of non-director and non-chief executive highest paid employees whose remuneration fell within the

following band is as follows:

Nil to HK$1,000,000 4 3

During the years ended 31 December 2023 and 2022, no emoluments were paid by the Group to any of the five
highest paid individuals (including directors and employees) as an inducement to join or upon joining the Group
or as compensation for loss of office.

INCOME TAX

The Company was incorporated in the Cayman Islands as an exempted company with limited liability under the
Companies Law of the Cayman Islands and accordingly is not subject to income tax.

The Company’s directly held subsidiary was incorporated in the BVI as an exempted company with limited liability
under the BVI Companies Act 2004 and accordingly is not subject to income tax.

Hong Kong Profits Tax

No provision for Hong Kong profits tax has been made as the Group had no assessable profits derived from or
earned in Hong Kong during the year (2022: Nil).

PRC Corporate Income Tax (“PRC CIT")

Xin Tian Di Xian was accredited as a High-tech Enterprise and was entitled to a preferential tax rate of 15% (2022:
15%).

Certain subsidiaries were certified as small and micro-sized enterprises (“SMEs") in 2023. Their accumulated taxable
income after further reductions would enjoy the preferential tax rate of 20% (2022: 20%).

Pursuant to the CIT Law and the respective regulations, the other PRC subsidiaries were subject to income tax at
a statutory rate of 25% for the year (2022: 25%).
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For the year ended 31 December 2023

10. INCOME TAX (Continued)

PRC Corporate Income Tax (“PRC CIT") (Continued)

Pursuant to the decision (the “2016 Decision”) of the Standing Committee of the National People’s Congress on
Amending the Private Schools Promotion Law of the PRC ( (2Bl ARRE RS EKEZE @RS (hEARKLM
B R B (X)) HRTE) ), which was promulgated on 7 November 2016 and came into force on 1 September
2017, private schools are no longer being classified as either schools for which the school sponsor(s) require reasonable
returns or schools for which the school sponsor(s) do not require reasonable returns. Instead, the school sponsor(s)
of a private school may choose for the school to be a for-profit private school or a non-profit private school, with
the exception that schools providing nine-year compulsory education must be non-profit.

On 14 May 2021, the State Council released the Implementation Rules for the Private Schools Promotion Law
of the PRC ( {FREAREMB B (RiEEEHEIEF]) ) with an effective date of 1 September 2021 (the “2021
Implementation Rules”). The 2021 Implementation Rules are the detailed implementation rules of the Private
Schools Promotion Law of the PRC. Pursuant to the 2016 Decision and the 2021 Implementation Rules, a private
school may enjoy the preferential tax policies, which are not defined under neither the 2016 Decision nor the 2021
Implementation Rules, as stipulated by the related government authorities and a non-profit school may enjoy the
same tax policies as enjoyed by a public school.

According to the Implementing Opinions of Hebei Provincial Government on Encouraging Social Support to Promote
the Healthy Development of Private Education ( ATt ARBIT BRSBTS 02 EP A R ER A R
BREMEER) ), which was promulgated by the People’s Government of Hebei Province in January 2018, school
sponsors of private schools which were established prior to 7 November 2016 may choose for the schools to be
for-profit private schools or non-profit private schools at their own discretion, except for the schools providing
compulsory education, which must be non-profit. And a five-year transition period was introduced during which
time the existing administrative measures should still apply to the existing private schools until 1 September 2022.
As at the date of approval of these consolidated financial statements, the Group’s schools in the PRC have not
yet registered as for-profit private schools or non-profit private schools and remain as private non-enterprise units.

Considering that the relevant tax policies regarding schools for which the school sponsor(s) require reasonable returns
or schools for which the school sponsor(s) do not require reasonable returns remain unchanged and the Group'’s
school remains as a private non-enterprise unit and, in accordance with the tax compliance confirmation obtained
from the local tax authorities and the legal opinion from the Group’s external legal counsel on the preferential
tax treatments for the current year, the Group’s schools treated their academic education income as non-taxable
income and there was no corporate income tax provided for such income during the year. In the event that the
Group's schools elected to register as for-profit private schools and there would be no preferential tax policies
applicable for the Group’s schools, it might be subject to the corporate income tax at a rate of 25% in respect of
the academic education income going forward.

As a result, except for the tutorial centers and certain kindergartens, there was no CIT imposed on Shijiazhuang
Institute of Technology and the remaining kindergartens in respect of the education services provided in 2023
(2022: Nil).
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XIV. NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
For the year ended 31 December 2023

10. INCOME TAX (Continued)

PRC Corporate Income Tax (“PRC CIT") (Continued)

The major components of the corporate income tax (credit)/expense for the Group are as follows:

2023 2022
RMB’'000 RMB’000

Current — Mainland China

Charge for the year 728 412
Under-provision/(over-provision) in prior years 2 (28)
Deferred (note 26) (1,406) 312
(676) 696

A reconciliation of the tax (credit)/expense applicable to profit before tax at the statutory rates for the countries
(or jurisdictions) in which the Company and the majority of its subsidiaries are domiciled to the tax expense at the

effective tax rates is as follows:
2023 2022
RMB’000 RMB’'000

Profit before tax 39,160 27,414
Tax at the statutory tax rate 9,790 6,853
Profit arising from schools not subject to tax (56,217) (40,764)
Effect of different tax rates for certain group entities (542) (854)
Expenses not deductible for tax 2,664 3,460
Adjustments in respect of current tax of previous periods 2 (28)
Tax losses utilised from previous periods (321) (1,087)
Tax losses not recognised 43,948 33,116

(676) 696

Pursuant to the PRC Corporate Income Tax Law, a 10% withholding tax is levied on dividends declared to foreign
investors from the foreign investment enterprises established in Mainland China. The requirement is effective from 1
January 2008 and applies to earnings after 31 December 2007. A lower withholding tax rate may be applied if there
is a tax treaty between Mainland China and the jurisdiction of the foreign investors. For the Group, the applicable
rate is 10%. The Group is therefore liable for withholding taxes on dividends distributed by those subsidiaries
established in Mainland China in respect of earnings generated from 1 January 2008.

At 31 December 2023, no deferred tax has been recognised for withholding taxes that would be payable on the
unremitted earnings that are subject to withholding taxes of the Group’s subsidiaries established in Mainland China
(2022: Nil). In the opinion of the directors of the Company, the Group’s unremitted earnings will be retained
in Mainland China for the expansion of the Group’s operation, so it is not probable that these subsidiaries will
distribute such earnings in the foreseeable future. The aggregate amount of temporary differences associated with
investments in subsidiaries in Mainland China for which deferred tax liabilities have not been recognised totalled
approximately RMB161,436,000 at 31 December 2023 (2022: RMB137,893,000).

As at 31 December 2023, the Group had tax losses arising in Mainland China of approximately RMB101,939,000
(2022: RMB89,441,000) which will expire in one to five years for offsetting against future taxable profits. Deferred
tax assets have not been recognised in respect of these losses as they have arisen in subsidiaries that have been
loss-making for some time and it is not considered probable that taxable profits will be available against which the
tax losses can be utilised.
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XIV. NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
For the year ended 31 December 2023

11.

12.

DIVIDENDS

The directors do not recommend the payment of any final dividend in respect of the year (2022: HK0.80 cents per
ordinary share).

EARNINGS PER SHARE ATTRIBUTABLE TO ORDINARY EQUITY HOLDERS OF THE
COMPANY

The calculation of basic earnings per share is based on the profit attributable to ordinary equity holders of the
Company and the adjusted weighted average number of the ordinary shares of 1,141,262,609 (2022: 1,142,214,364)
in issue during the year.

The calculation of the diluted earnings per share amount for the years ended 31 December 2023 and 2022 is based
on the profit for the year attributable to ordinary equity holders of the Company. The weighted average number
of ordinary shares used in the calculation of diluted earnings per share is the adjusted weighted average number
of ordinary shares in issue during the year, as used in the basic earnings per share calculation, and the weighted
average number of ordinary shares assumed to have been issued at no consideration on the deemed exercise or

conversion of all dilutive potential ordinary shares into ordinary shares.
2023 2022
RMB’000 RMB'000

The calculations of basic and diluted earnings per share are based on:

Earnings
Profit attributable to ordinary equity holders of the Company,

used in the basic earnings per share calculation 39,911 27,300

Number of shares

Shares
Weighted average number of ordinary shares in issue 1,161,204,000 1,162,964,811
Weighted average number of shares held for the RSU Scheme (19,941,391) (20,750,447)
Adjusted weighted average number of ordinary shares in issue used

in the basic earnings per share calculation 1,141,262,609 1,142,214,364
Effect of dilution-weighted average number of ordinary shares:

RSU Scheme 554,107 -
Adjusted weighted average number of ordinary shares in issue used

in the diluted earnings per share calculation 1,141,816,716 1,142,214,364
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31 December 2023

At 31 December 2022 and
1 January 2023:
Cost

Buildings

RMB'000

413,471

XIV. NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
For the year ended 31 December 2023

13. PROPERTY, PLANT AND EQUIPMENT

Leasehold

RMB'000

RMB'000

Furniture

and facilities improvements Equipment and fixtures

RMB'000

Motor
vehicles
RMB'000

Construction
in progress
RMB'000

Total
RMB’000

86,549 65,177 23,989 372 192,534 782,092

Accumulated depreciation (30,632) (52,633) (38,734) (18,035) (143) 0 (140,177)

Net carrying amount 382,839 33,916 26,443 5,954 229 192,534 641,915
At 1 January 2023, net of

accumulated depreciation 382,839 33,916 26,443 5,954 229 192,534 641,915
Additions 88 10,472 44,439 5,834 - 278,380 339,213
Transfer 444,652 - 1,008 - - (445,660) -
Disposals - - (476) (395) - - (871)
Depreciation provided during

the year (note 6) (11,323) (13,813) (11,178) (1,906) (75) - (38,295)
At 31 December 2023,

net of accumulated

depreciation 816,256 30,575 60,236 9,487 154 25,254 941,962
At 31 December 2023:

Cost 858,211 97,021 108,637 28,425 372 25,254 1,117,920

Accumulated depreciation (41,955) (66,446) (48,401) (18,938) (218) - (175,958)

Net carrying amount 816,256 30,575 60,236 9,487 154 25,254 941,962
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For the year ended 31 December 2023

13. PROPERTY, PLANT AND EQUIPMENT (Continued)

Buildings Leasehold Furniture Motor  Construction
31 December 2022 and facilities improvements Equipment  and fixtures vehicles in progress Total
RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000

At 31 December 2021
and 1 January 2022:

Cost 219,478 67,398 54,719 21,940 372 4,037 367,944

Accumulated depreciation (23,805) (43,907) (31,540) (16,670) (68) - (115,990)

Net carrying amount 195,673 23,491 23,179 5,270 304 4,037 251,954
At 1 January 2022, net of

accumulated depreciation 195,673 23,491 23,179 5,270 304 4,037 251,954
Additions 5 10,983 9,485 1,242 - 188,497 210,212
Acquisition of a subsidiary

(note 32) - 3,159 1,389 1,039 - - 5,587
Purchases from a related

party 193,987 6,013 - - - - 200,000
Disposals - - (53) (80) - - (133)
Depreciation provided during

the year (note 6) (6,826) (9,730) (7,557) (1,517) (75) - (25,705)

At 31 December 2022,
net of accumulated

depreciation 382,839 33,916 26,443 5,954 229 192,534 641,915
At 31 December 2022:

Cost 413,471 86,549 65,177 23,989 372 192,534 782,092

Accumulated depreciation (30,632) (52,633) (38,734) (18,035) (143) - (140,177)

Net carrying amount 382,839 33,916 26,443 5,954 229 192,534 641,915
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XIV. NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
For the year ended 31 December 2023

14. LEASES

The Group as a lessee

The Group has lease contracts for various items of land and buildings used in its operations. Lump sum payments
were made upfront to acquire the leasehold land from the owners with lease periods of 32 to 50 years, and no
ongoing payments will be made under the terms of these land leases. Leases of certain buildings generally have
lease terms between 2 and 10 years. And the remaining buildings generally have lease terms of 12 months or less
and/or are individually of low value. Generally, the Group is restricted from assigning and subleasing the leased
assets outside the Group.

(a) Right-of-use assets

The carrying amounts of the Group’s right-of-use assets and the movements during the year are as follows:

Leasehold
land Buildings Total
RMB'000 RMB'000 RMB’000
As at 1 January 2022 90,228 34,940 125,168
Additions 384,890 19,428 404,318

Additions as a result of acquisition of a

subsidiary (note 32) - 34,599 34,599
Depreciation charge (6,011) (21,062) (27,073)
Decreases due to terminations - (3,495) (3,495)
As at 31 December 2022 and 1 January 2023 469,107 64,410 533,517
Additions - 78,672 78,672
Depreciation charge (10,870) (28,691) (39,561)
Decreases due to terminations - (33,648) (33,648)
As at 31 December 2023 458,237 80,743 538,980
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XIV. NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
For the year ended 31 December 2023

14. LEASES (Continued)

The Group as a lessee (Continued)
(b) Lease liabilities

The carrying amount of lease liabilities and the movements during the year are as follows:

2023 2022
RMB’000 RMB’000

Carrying amount at 1 January 68,610 36,949
New leases 78,672 19,428
Additions as a result of acquisition of a subsidiary (note 32) - 30,462
Accretion of interest recognised during the year 3,734 1,862
Payments (47,026) (16,443)
Decreases due to terminations (27,791) (3,648)
Carrying amount at 31 December 76,199 68,610
Analysed into:

Current portion 7,667 31,634

Non-current portion 68,532 36,976

The maturity analysis of lease liabilities is disclosed in note 39 to the consolidated financial statements.
During the year ended 31 December 2022, the Company leased certain properties from its related party,
Lionful Education and terminated in Aug 2022. Lease expense including the amortisation and interests of

lease liabilities in aggregate recognised under the arrangement was RMB1,850,000.

(c) The amounts recognised in profit or loss in relation to leases are as follows:

2023 2022
RMB’'000 RMB’000

Interest on lease liabilities 3,734 1,862
Depreciation charge of right-of-use assets 39,561 27,073
Expense relating to short-term leases

(included in cost of sales)* 590 944
Expense relating to leases of low-value assets

(included in administrative expenses)* 52 59
Total amount recognised in profit or loss 43,937 29,938

*

Lease expenses not included in the measurement of lease liabilities in aggregate amounted to RMB642,000 (2022: RMB1,003,000).

(d) The total cash outflow for leases is disclosed in note 33(c) to the consolidated financial statements.
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For the year ended 31 December 2023

15. GOODWILL

RMB’000
At 1 January 2022
Cost 68,007
Acquisition of a subsidiary (note 32) 43,766
Accumulated impairment (22,266)
Net carrying amount at 31 December 2022 89,507
At 1 January 2023
Cost net of accumulated impairment 89,507
Impairment during the year (8,492)
Net carrying amount at 31 December 2023 81,015
At 31 December 2023
Cost 111,773
Accumulated impairment (30,758)
Net carrying amount 81,015

Impairment testing of goodwiill

Goodwill acquired through business combinations is allocated to the following cash-generating units for impairment
testing:

- Zhejiang Peijian

- Xin Tian Di Xian

- Aidiou Education

- Shijiazhuang Yuying

The carrying amount of goodwill allocated to each of the cash-generating units is as follows:

2023 2022
RMB’000 RMB’000

Zhejiang Peijian 16,633 16,633
Xin Tian Di Xian - 8,492
Aidiou Education 20,616 20,616
Shijiazhuang Yuying 43,766 43,766

81,015 89,507
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15. GOODWILL (continued)

Impairment testing of goodwill (Continued)

The recoverable amounts of the cash-generating units have been determined based on a value in use calculation
using cash flow projections based on financial budgets covering a five-year period approved by senior management.
The following describes the key assumptions on which management has based for the cash flow projections to
undertake impairment testing of goodwill:

Cash-generating unit Pre-tax discount rate Long term growth rate

Zhejiang Peijian* 17% 20% 3.0% 2.3%

Xin Tian Di Xian/ 18% 21% 3.0% 2.3%

Aidiou Education* 19% 24% 3.0% 2.3%

Shijiazhuang Yuying* 14% 19% 3.0% 2.3%
A Cash-generating unit of Xin Tian Di Xian

As at 31 December 2023, the recoverable amounts of the cash-generating unit of Xin Tian Di Xian was zero (2022: RMB8,349,000).
According to the assessment of the recoverable amounts of the cash-generating unit, an amount of impairment loss of RMB8,492,000
(2022: RMB8,629,000) were provided for the pertaining goodwill, and were included in “Other expenses” in the consolidated statement of
profit or loss and other comprehensive income.

* Cash-generating units of Zhejiang Peijian, Aidiou Education, and Shijiazhuang Yuying

In the opinion of the directors of the Company, any reasonably possible change in the key assumptions used in the
assessment of these cash-generating units would not cause the cash-generating unit’s carrying amounts to exceed
their recoverable amounts.

The following describes each key assumption on which management has based its cash flow projections to undertake
impairment testing of goodwill:

Budgeted sales amounts — The budgeted revenue amounts are based on the historical data and management'’s
expectation on the future market.

Budgeted gross margins — The basis used to determine the value assigned to the budgeted gross margins is the
average gross margins achieved in the year immediately before the budget year, increased for expected efficiency
improvements, and expected market development.

Long term growth rate — The long term growth rate is based on the historical data and management’s expectation
on the future market.

Discount rate — The discount rate reflects specific risks relating to the relevant unit, which is determined using the
capital asset pricing model with reference to the beta coefficient and debt ratio of certain publicly listed companies
conducting business in the industry.

The values assigned to the key assumptions on market development of the cash-generating units and the discount
rate are consistent with external information sources.
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16. OTHER INTANGIBLE ASSETS

31 December 2023

Cost at 1 January 2023, net of accumulated

Computer

software
RMB’000

Brands
RMB’000

For the year ended 31 December 2023

Other

intangible
assets Total
RMB’000 RMB’000

amortisation and impairment 7,465 32,203 6,102 45,770
Additions 3,339 - - 3,339
Amortisation provided during

the year (note 6) (954) (4,170) (2,902) (8,026)
At 31 December 2023, net of accumulated

amortisation and impairment 9,850 28,033 3,200 41,083
At 31 December 2023:

Cost 13,066 38,529 8,486 60,081

Accumulated amortisation

and impairment (3.216) (10,496) (5,286) (18,998)
Net carrying amount 9,850 28,033 3,200 41,083
Other
Computer intangible
software Brands assets Total
RMB’000 RMB’000 RMB’000 RMB’000
31 December 2022
Cost at 1 January 2022, net of accumulated

amortisation and impairment 4,926 10,773 2,763 18,462
Additions 3,400 - - 3,400
Acquisition of a subsidiary (note 32) 99 24,000 4,700 28,799
Disposals (233) - - (233)
Amortisation provided during

the year (note 6) (727) (2,570) (1,361) (4,658)
At 31 December 2022, net of accumulated

amortisation and impairment 7,465 32,203 6,102 45,770
At 31 December 2022:

Cost 9,727 38,529 8,486 56,742

Accumulated amortisation and impairment (2,262) (6,326) (2,384) (10,972)
Net carrying amount 7,465 32,203 6,102 45,770
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17. FINANCIAL ASSETS AT FAIR VALUE THROUGH PROFIT OR LOSS

2023 2022
Notes RMB’000 RMB'000
A listed equity investment, at fair value (i) 7,906 5,449
Other unlisted investment, at fair value
Life insurance policy (ii) 1,091 1,041
8,997 6,490
Analysed into:
Current portion 7,906 5,449
Non-current portion 1,091 1,041
Notes:
(i) The above equity investment was classified as a financial asset at fair value through profit or loss as it was held for trading.
(i) The Group’s financial assets at fair value through profit or loss represented a life insurance policy to insure an executive director as at 31

December 2023. Under the policy, the Group is the beneficiary and the policy holder. The Group paid upfront premiums for the policy and
may surrender the insurance policies any time by making a written request and receive cash based on the surrender value of the policies
at the date of withdrawal, which is calculated by the insurer. In the opinion of the directors of the Company, the surrender value of the
policies provided by the insurance company is the best approximation of its fair value, which is categorised within Level 3 of the fair value
hierarchy. The life insurance policy was mandatorily classified as a financial asset at fair value through profit or loss as its contractual cash
flows are not solely payments of principal and interest.

As at 31 December 2023, the Group’s life insurance policies were pledged as security for bank facilities granted to the Group. Further details
are contained in note 25(iii) to the consolidated financial statements.

In the opinion of the directors of the Company, the Group's life insurance policy would not be surrendered within the next 12 months and
was therefore classified as non-current assets.
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18. OTHER CURRENT ASSETS AND OTHER NON-CURRENT ASSETS

2023 2022
Notes RMB’000 RMB'000
Other unlisted investments, at amortised cost (i) 65,762 65,628
Prepayment for acquisition of properties (ii) 20,000 -
Deposits and other assets (iii) 15,855 5,656
Input VAT to be claimed (iv) 18,804 6,057
120,421 77,341

Analysed into:
Current portion 84,566 11,388
Non-current portion 35,855 65,953

Notes:

(ii)

The balance represents stand-alone trust funds classified as financial assets at amortised cost as their contractual cash flows are solely
payments of principal and interest and they were held for collecting the contractual cash flows. The financial assets included in the above
balances relate to receivables for which there was no recent history of default and past due amounts. As at 31 December 2023, the loss
allowance was assessed to be minimal.

On 20 June 2023, the seller (a property developer in the PRC and an independent third party) entered into several sale and purchase
agreements with the Group, pursuant to which the seller agreed to sell and the Group agreed to acquire several properties at an aggregate
consideration of approximately RMB29,516,000. As at 31 December 2023, the balance represents the prepayment for the acquisition of the
aforesaid properties, which are reserved for office premises use.

The balance as at 31 December 2023 mainly represented deposits made for procurement of certain teaching equipment and deferred expenses
as the costs to obtain contracts.

The balance mainly represents deductible input VAT generated from the Group’s procurement of construction related services during the
year.
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XIV. NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
For the year ended 31 December 2023

19. TRADE RECEIVABLES

2023 2022
RMB’000 RMB’000

Tuition receivables 23,012 12,997
Impairment under expected credit loss model (913) (1,407)
22,099 11,590

The Group's students are required to pay tuition fees and boarding fees in advance for the upcoming school year,
which normally commences in September. The outstanding receivables represent amounts related to students
who have applied for the delayed payment of tuition fees and boarding fees. The Group seeks to maintain strict
control over its outstanding receivables to minimise credit risk. Overdue balances are reviewed regularly by senior
management. In view of the aforementioned and the fact that the Group’s trade receivables relate to a large number
of diversified students, there is no significant concentration of credit risk. The Group does not hold any collateral
or other credit enhancements over its trade receivable balances. Trade receivables are non-interest-bearing.

An ageing analysis of the trade receivables as at the end of the reporting period, based on the transaction date
and net of loss allowance, is as follows:

2023 2022

RMB’'000 RMB’000

Within one year 17,394 9,148
One to two years 4,161 2,242
Two to three years 544 200
22,099 11,590

The movements in the loss allowance for impairment of trade receivables are as follows:

2023 2022

RMB’000 RMB'000

At beginning of year 1,407 1,409
(Reversal of impairment)/impairment (note 6) (325) 205
Write-off (169) (207)
At end of year 9213 1,407

An impairment analysis is performed at each reporting date using a provision matrix to measure expected credit
losses. The provision rates for the measurement of the expected credit losses of the contract assets are based on
those of the trade receivables as the trade receivables are from the same customer bases. The provision rates of the
trade receivables are based on days past due of trade receivables for groupings of various customer segments with
similar loss patterns. The calculation reflects the historical loss rate, adjusted for forward-looking, reasonable and
supportable information that is available at the reporting date about past events, current conditions and forecasts
of future economic conditions.
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XIV. NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
For the year ended 31 December 2023

19. TRADE RECEIVABLES (CONTINUED)

Set out below is the information about the credit risk exposure on the Group’s contract assets using a provision matrix:

As at 31 December 2023

Past due
Less than Over
Current 183 days 183 days
Expected credit loss rate 1% 5% 11% 4%
Gross carrying amount (RMB’000) 13,892 2,548 6,572 23,012
Expected credit losses (RMB’'000) 82 136 695 913

As at 31 December 2022

Past due
Less than Over
Current 183 days 183 days Total
Expected credit loss rate 4% 21% 82% 11%
Gross carrying amount (RMB’000) 10,049 2,363 585 12,997
Expected credit losses (RMB’'000) 423 505 479 1,407

20. CONTRACT COSTS

Contract costs capitalised as at 31 December 2023 related to the incremental commission fees for successful referral
of students entering into contracts for the tuition services. Contract costs are recognised as part of selling expenses in
profit or loss in the period in which revenue from the related tuition services is recognised. The amount of capitalised
costs recognised in profit or loss during the year ended 31 December 2023 was approximately RMB7,271,000 (2022:
RMB2,856,000). There was no impairment in relation to the costs capitalised as at 31 December 2023.

The contract costs are amortised over the duration of the education programmes ranging from 1 to 3 years.

21. PREPAYMENTS, OTHER RECEIVABLES AND OTHER ASSETS

2023 2022
RMB’000 RMB’000

Prepayments 13,725 5,843
Deposits 11,171 10,301
Consideration receivable for disposal of partial interest in
a subsidiary (note 31) 11,000 -
Other receivables 29,212 31,224
65,108 47,368
Impairment of other receivables under expected credit loss model (2,182) (1,940)
62,926 45,428

During the year, impairment of other receivables provided was RMB242,000 (2022: RMB1,940,000).
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XIV. NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
For the year ended 31 December 2023

22. CASH AND BANK BALANCES, TERM DEPOSITS AND PLEDGED DEPOSITS

2023 2022

Note RMB’000 RMB’000

Cash and bank balances 270,254 212,583

Pledged deposits 176,000 176,000

Term deposits 40,000 90,000

486,254 478,583

Less: Pledged deposits for bank facilities (i) (176,000) (176,000)
Term deposits with original maturity over

three months (40,000) (90,000)

270,254 212,583

Cash and cash equivalents
Denominated in:

RMB 469,468 472,380
HK$ 11,570 1,108
US dollars (US$) 5,216 5,095
486,254 478,583

Note:

(i) As at 31 December 2023, the Group's deposits pledged for banking facilities amounted to RMB176,000,000 (2022: RMB176,000,000), out
of which, an amount of RMB66,000,000 was classified as a long term pledged deposit as at 31 December 2022 as it was pledged for a long
term bank loan (note 25(iii)). The remaining deposit of RMB110,000,000 pertaining to a bank facility with equivalent amount which was yet
to be utilised at end of the reporting period.

As at 31 December 2023, the Group’s cash and bank balances, term deposits and pledged deposits denominated
in RMB amounted to RMB469,468,000 (2022: RMB472,380,000). The RMB is not freely convertible into other
currencies, however, under the PRC’s Foreign Exchange Control Regulations and Administration of Settlement,
Sale and Payment of Foreign Exchange Regulations, the Group is permitted to exchange RMB for other currencies
through banks authorised to conduct foreign exchange business.

Cash at banks earns interest at floating rates based on daily bank deposit rates. Short term time deposits are made
for varying periods of between one day and three months depending on the immediate cash requirements of the
Group, and earn interest at the respective short term time deposit rates. The bank balances, term deposits and
pledged deposits are deposited with creditworthy banks with no recent history of default.
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XIV. NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
For the year ended 31 December 2023

23. OTHER PAYABLES AND ACCRUALS

24.

2023 2022
RMB’000 RMB’000

Salary and welfare payables 50,129 32,864
Miscellaneous advances from students* 36,098 29,941
Other tax payables 4,400 4,488
Payables for purchases of property, plant and equipment 80,489 30,678
Deposits 8,546 6,005
Scholarships 1,196 1,610
Other payables 30,755 32,957
Retention payable# 10,440 -
Remaining consideration payable for acquisition of
a subsidiary (note 32) 4,400 7,980
226,453 146,523
Analysed into:
Current portion 218,559 146,523
Non-current portion 7,894 -

*

# Retention payable is withheld from the suppliers of construction works and will be released by the Group within 12 to 60 months upon

completion of their works.

The above balances are unsecured and non-interest-bearing. The carrying amounts of other payables and accruals

The balances mainly represented miscellaneous advances received from students for purchasing uniforms and textbooks on their behalf.

as at the end of the reporting period approximated to their fair values due to their short term maturities.

CONTRACT LIABILITIES

Details of contract liabilities are as follows:

2023 2022
RMB’'000 RMB’000

Tuition fees 162,677 115,745
Boarding fees 18,290 19,286
Others 8,607 7,994
Total contract liabilities 189,574 143,025

Contract liabilities include short-term advances received from students. The Group receives tuition and boarding
fees from students in advance prior to the beginning of each academic year or each tutorial program. Tuition and
boarding fees are recognised proportionately over the relevant period of the respective program.
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XIV. NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
For the year ended 31 December 2023

25. INTEREST-BEARING BANK AND OTHER BORROWINGS

An analysis of interest-bearing bank and other borrowings:

2023 2022
RMB’000 RMB'000
Current portion of bank and other borrowings 571,100 233,702
Non-current portion of bank and other borrowings 304,561 459,681
Total of bank and other borrowings 875,661 693,383
Effective Effective
interest rate interest rate
Notes (%) Maturity RMB'000 (%) Maturity RMB'000
Current
Short term bank loans
- secured (i) - - - 6.80% 2023 50,000
Short term bank loans
- unsecured (ii) 6.30%-8.30% 2024 118,415  3.70%-8.30% 2023 51,933
Current portion of long term
bank loans
- secured (iii) 4.40%-7.00% 2024 98,261 1.51%-7.00% 2023 29,850
Current portion of long term
bank loans
- unsecured (iv) 2.50%-6.00% 2024 19,769  2.50%-6.00% 2023 10,977
Current portion of other
borrowings
- secured (v) 6.50%-10.44% 2024 40,363 8.47%-10.44% 2023 74,475
Current portion of other
borrowings
— unsecured (vi) 8.32% 2024 11,753 8.32% 2023 16,467
288,561 233,702
Add:
Repayable on demand within
one year (vii)
- Secured bank borrowings 6.20% 2025 88,000 -
- Unsecured bank borrowings 2.50%-6.00% 2025 194,539 —
282,539 -
Current portion of bank and other
borrowings 571,100 233,702
Non-current
Long term bank loans
- secured (iii) 4.4%-7.00% 2025-2030 342,438  1.51%-7.00% 2024-2027 205,516
Long term bank loans
- unsecured (iv) 2.50%-6.00% 2025 194,539  2.50%-6.00% 2024-2025 214,308
Other borrowings
- secured (v) 6.50%-10.44%  2025-2026 30,576  8.47%-10.44% 2024-2025 37,579
Other borrowings
- unsecured (vi) 8.32% 2025-2026 19,547 8.32% 2024 2,278
587,100 459,681
Less:
Repayable on demand within
one year (vii)
— Secured bank borrowings 6.20% 2025 (88,000) -
- Unsecured bank borrowings 2.50%-6.00% 2025 (194,539) -
(282,539) -
Non-current portion of bank and
other borrowings 304,561 459,681
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XIV. NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
For the year ended 31 December 2023

25. INTEREST-BEARING BANK AND OTHER BORROWINGS (Continued)

2023 2022
RMB’000 RMB’000

Analysed into:
Bank loans repayable:

Within one year or on demand 518,984 142,760
In the second year 37,072 112,631
In the third to fifth years, inclusive 122,710 307,193
Over five years 94,656 -

773,422 562,584

Other borrowings repayable:

Within one year or on demand 52,116 90,942
In the second year 30,449 32,798
In the third to fifth years, inclusive 19,674 7,059

102,239 130,799

875,661 693,383

Other borrowings of the Group represented borrowings obtained from independent financial institutions.

Details of the guarantees and/or securities provided by the Group and its related parties or third parties in connection
with certain bank and other borrowings obtained by the Group are as follows:

(i)  Asat 31 December 2023, a bank borrowing of nil (2022: RMB50,000,000) was guaranteed by Mr. Li Yunong
and Ms. Cao Yang, with the pledge of charging right of Shijiazhuang Institute of Technology.

(i)  As at 31 December 2023, a bank borrowing of RMB13,000,000 (2022: RMB13,000,000) was guaranteed by
an independent financing guarantee company.

As at 31 December 2023, a bank borrowing of RMB70,000,000 (2022: RMB30,000,000) was guaranteed by
Mr. Li Yunong.

As at 31 December 2023, a bank borrowing of RMB20,000,000 was guaranteed by Mr. Li Yunong, Ms. Cao
Yan and Hebei Zerui.

As at 31 December 2023, a bank borrowing of HK$16,960,000 (equivalent to RMB15,415,000) (2022:
HK$10,000,000 (equivalent to RMB8,933,000)) was unsecured.
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For the year ended 31 December 2023

25. INTEREST-BEARING BANK AND OTHER BORROWINGS (Continued)

(iii)

(iv)

As at 31 December 2023, a bank borrowing of US$65,000 (equivalent to RMB459,000) (2022: US$81,000
(equivalent to RMB555,000)) was secured by a director’s life insurance policy (note 17(ii)).

As at 31 December 2023, out of the Group's total pledged deposits of RMB176,000,000 (2022: RMB176,000,000),
an amount of RMB66,000,000 (2022: RMB66,000,000) was pledged for a bank borrowing of RMB59,400,000
(2022: RMB59,800,000). And the remaining deposit of RMB 110,000,000 (2022: RMB110,000,000) was pledged
to the bank for additional banking facility which had not been utilised by the end of the reporting period.

As at 31 December 2023, a bank borrowing of RMB13,330,000 (2022: RMB26,670,000), was guaranteed by
Mr. Li Yunong, Ms. Cao Yang and Hebei Zerui, with the pledge of a certain building of Shijiazhuang Institute
of Technology.

As at 31 December 2023, a bank borrowing of RMB273,510,000 (2022: RMB48,341,000) was guaranteed
by Mr. Li Yunong and Hebei Zerui, with the pledge of land use rights of Shijiazhuang Zerui and the charging
right of Shijiazhuang Institute of Technology.

As at 31 December 2023, a bank borrowing of RMB94,000,000 (2022: RMB100,000,000) was guaranteed
by Mr. Li Yunong, Ms. Cao Yang and Shijiazhuang Zerui, with the pledge of a parcel of land of Shijiazhuang
Zerui, and the charging right of Shijiazhuang Institute of Technology.

As at 31 December 2023, a bank borrowing of RMB29,308,000 (2022: RMB30,285,000) was unsecured.

As at 31 December 2023, a bank borrowing of RMB185,000,000 (2022: RMB195,000,000) was guaranteed
by Mr. Li Yunong and Ms. Cao Yang.

As at 31 December 2023, other borrowing of RMB16,399,000 (2022: RMB37,300,000) was secured by the
Group's deposits amounting to RMB1,500,000 (2022: RMB1,500,000) and guaranteed by Mr. Li Yunong and
Zerui Education.

As at 31 December 2023, other borrowing of RMB5,043,000 (2022: RMB24,632,000) was secured by the
Group's deposits amounting to RMB788,000 (2022: RMB788,000) and guaranteed by Mr. Li Yunong and
Zerui Education.

As at 31 December 2023, other borrowing of RMB1,982,000 (2022: RMB18,576,000) was secured by the
Group’s deposits amounting to RMB 1,000,000 (2022: RMB1,000,000), and charging right of Shijiazhuang
Institute of Technology, and was guaranteed by Mr. Li Yunong, Sheng Dao Xiang Cheng and Zerui Education.

As at 31 December 2023, other borrowing of RMB4,277,000 (2022: RMB9,635,000) was secured by the
Group's deposits amounting to RMB1,500,000 (2022: RMB1,500,000), and was guaranteed by Mr. Li Yunong,
Sheng Dao Xiang Cheng and Zerui Education.

As at 31 December 2023, other borrowing of RMB9,393,000 (2022: RMB21,911,000) was secured by the
Group's deposits amounting to RMB600,000 (2022: RMB600,000) and guaranteed by Mr. Li Yunong, Sheng
Dao Xiang Cheng and Zerui Education.

As at 31 December 2023, other borrowing of RMB33,845,000 was secured by the Group’s deposits amounting
to RMB1,750,000 and guaranteed by Mr. Li Yunong and Zerui Education.
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XIV. NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
For the year ended 31 December 2023

25. INTEREST-BEARING BANK AND OTHER BORROWINGS (Continued)

(vi) As at 31 December 2023, other borrowing of RMB2,278,000 (2022: RMB18,745,000) was guaranteed by Mr.
Li Yunong, Sheng Dao Xiang Cheng and Zerui Education.

As at 31 December 2023, other borrowing of RMB29,022,000 was guaranteed by Zerui Education and
Shijiazhuang Zerui.

(vii) During the year, the Group entered into loan agreements with certain banks with specific requirements. The
usage of the related loans has departed from the fulfillment of such specific requirements (the “Departure”).

As at 31 December 2023, the outstanding aggregate loan balances with such specific drawdown requirements
amounted to approximately RMB457.7 million, of which approximately RMB282.5 million are due to repay
after one year according to the repayment terms as stipulated in the respective loan agreements. During the
year, the principal and interest of these loans were paid to the banks in strict in accordance with the respective
loan agreements. The directors of the Company had consulted its PRC legal adviser regarding the Departure
and do not expect that the banks will demand payment of the whole outstanding loan balance within one
year. However, since the banks have the rights to demand payment of these loans at any time due to the
Departure. The whole outstanding loan balances as at 31 December 2023, including the balances due to
repay after one year, are classified under current liabilities.

26. DEFERRED TAX

Deferred tax assets

2023

Deductible loss

RMB’000

At 1 January 2023 8,475

Deferred tax charged to profit or loss during the year (35)
Gross deferred tax assets recognised in the consolidated statement of

financial position at 31 December 2023 8,440

2022

Deductible loss

RMB'000

At 1 January 2022 -

Acquisition of a subsidiary (note 32) 9,338

Deferred tax charged to profit or loss during the year (863)

Gross deferred tax assets recognised in the consolidated statement of
financial position at 31 December 2022 8,475
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XIV. NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
For the year ended 31 December 2023

26. DEFERRED TAX (Continued)

Deferred tax liabilities

2023
Fair value
adjustments

arising from
acquisition of
subsidiaries

RMB’000

At 1 January 2023 7,365
Deferred tax charged to profit or loss during the year (1,441)

Gross deferred tax liabilities recognised in the consolidated statement of

financial position at 31 December 2023 5,924
2022

Fair value

adjustments

arising from

acquisition of

subsidiaries

RMB'000

At 1 January 2022 741
Acquisition of a subsidiary (note 32) 7,175
Deferred tax charged to profit or loss during the year (551)

Gross deferred tax liabilities recognised in the consolidated statement of
financial position at 31 December 2022 7,365

27. DEFERRED INCOME

The Group received certain government grants in respect of the new campus of Shijiazhuang Institute of Technology
under construction during the prior year. Upon completion of the construction during the current year, the deferred
income is released to profit or loss over the expected useful lives of the relevant assets. For the year ended 31
December 2023, the deferred income of RMB903,000 (2022: Nil) were released to profit or loss, and was included
in “Cost of sales” in the consolidated statement of profit or loss and other comprehensive income.
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For the year ended 31 December 2023
Authorised:

2023 2022
RMB’000 RMB’000
3,000,000,000 ordinary shares of HK$0.01 each

as at 31 December 2023 25,293 25,293

28. SHARE CAPITAL

Issued and fully paid:
1,161,204,000 (2022: 1,161,204,000) of ordinary shares 9,750 9,750

A summary of movements in the Company’s share capital is as follows:

Number of Share

shares in issue capital

RMB’000

At 1 January 2022 1,167,216,000 9,801
Shares repurchased (note) (6,012,000) (51)
At 31 December 2022, 1 January 2023 and 31 December 2023 1,161,204,000 9,750

Note:

During the year ended 31 December 2023, the Company did not repurchase (2022: repurchased 6,012,000 shares) of its shares on the Stock
Exchange. The shares repurchased in 2022 were subsequently cancelled during the year ended 31 December 2022.

During the year ended 31 December 2023, approximately 98,000 (2022: approximately 813,000) of its repurchased shares were exercised under

the restricted share unit scheme. Upon completion of the exercise, the remaining approximately 19,844,000 (2022: approximately 19,942,000)
repurchased shares were presented as treasury shares amounting to RMB168,000 (2022: RMB169,000) as at 31 December 2023.

Share-based payment

Details of the Company’s share option scheme and RSU Scheme are included in note 29 to the consolidated financial
statements.
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XIV. NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
For the year ended 31 December 2023

29. SHARE-BASED PAYMENT

(a) Share option scheme

The Company adopted a share option scheme (the “Scheme”) for the purpose of providing incentives and
rewards to eligible participants who contribute to the success of the Group's operations. The Scheme became
effective on 4 May 2018 and, unless otherwise cancelled or amended, will remain in force for 10 years from
that date.

Share options granted to a director or chief executive of the Company are subject to approval in advance by
the independent non-executive directors.

The exercise price of share options is determinable by the directors, but may not be less than the highest of
(1) the nominal value of the share; (2) the Stock Exchange closing price of the Company’s shares on the date
of grant of the share options; and (3) the average Stock Exchange closing price of the Company’s shares for
the five trading days immediately preceding the date of grant.

Share options do not confer rights on the holders to dividends or to vote at shareholders’ meetings.

Movements in the number of share options outstanding and their related weighted average exercise prices
are set out below:

31 December 2023

Weighted
average

exercise price Number
HK$ of options
per share ‘000

At 1 January and 31 December 0.630 13,779

31 December 2022

Weighted
average
exercise price Number
HK$ of options
per share ‘000
At 1 January and 31 December 0.630 13,779

No share options were exercised during the year (2022: Nil).
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For the year ended 31 December 2023

29. SHARE-BASED PAYMENT (Continued)

(a)

(b)

Share option scheme (Continued)

The exercise prices and exercise periods of the share options outstanding as at the end of the reporting period
are as follows:

31 December 31 December

2023 2022 Exercise
Number of Number of price
options options HK$  Exercise period
‘000 ‘000 per share
4,134 4,134 0.63 5 November 2021 to
4 November 2030
4,134 4,134 0.63 5 November 2022 to
4 November 2030
5,511 5,511 0.63 5 November 2023 to
4 November 2030
Outstanding at the end of the year 13,779 13,779
Exercisable at the end of the year 13,779 8,268

There were no share options granted during the year. Share option expenses recognised by the Group during
the year was RMB396,000 (2022: RMB637,000) due to the amortisation of the cost related to certain share
options granted in prior years.

At the end of the reporting period, the Company had 13,779,000 share options outstanding under the
Scheme. The exercise in full of the outstanding share option would, under the present capital structure of the
Company, resulting in issue of 13,779,000 additional ordinary shares of the Company and additional share
capital of HK$137,790 and share premium of HK$8,542,980 (before issue expenses).

Subsequent to the end of the reporting period, no share options were exercised, forfeited and expired.

At the date of approval of these consolidated financial statements, the Company had 13,779,000 share
options outstanding under the Scheme, which represented approximately 1% of the Company’s shares in
issue as at that date.

Restricted Share Unit Scheme

The Company adopted a share award plan (the “Plan”) for the purpose of recognising and rewarding the
contribution of eligible participants to the growth and development of the Group, to give incentives to eligible
participants in order to retain them for the continual operation and development of the Group and to attract
suitable personnel for further development of the Group. The Plan became effective on 14 October 2020 (the
“Adoption Date”) and shall be valid and effective for a period of 10 years commencing from the Adoption
Date but may be terminated earlier as determined by the Board.

Pursuant to the rules of the Plan, the Plan shall be subject to the administration of the Board and an independent
trustee in accordance with the terms of the Plan and the terms of the trust deed. The trustee shall hold the
trust fund in accordance with the terms of the trust deed. The trustee may purchase the shares on the Stock
Exchange at the prevailing market price (subject to such maximum price as may be from time to time prescribed
by the Board), or off the market. In the event that the trustee effects any purchases by off-market transactions,
the purchase price for such purchases shall not be higher than the lower of: (i) the closing market price on
the date of such purchase, and (ii) the average closing market price for the five preceding trading days on
which the shares were traded on the Stock Exchange.
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For the year ended 31 December 2023

29. SHARE-BASED PAYMENT (Continued)

(b) Restricted Share Unit Scheme (Continued)

The maximum number of shares to be subscribed for and/or purchased by the trustee by applying the Group's
contribution for the purpose of the Plan shall not exceed 10% of the total number of issued shares as at the
Adoption Date. The Board shall not instruct the Trustee to subscribe for and/or purchase any shares for the
purpose of the Plan when such subscription and/or purchase will result in such threshold being exceeded. The
maximum number of shares which may be subject to an award or awards to a selected participant shall not
in aggregate exceed 1% of the issued share capital of the Company as at the Adoption Date.

On 29 December 2020, the Board resolved to approve the initial grant of the restricted share units (“RSUs")
under the Plan to the eligible participants, pursuant to which RSUs of 27,720,000, representing approximately
2.37% of the issued share capital of the Company as at 29 December 2020, shall be granted to 32 selected
eligible participants on 29 December 2020. The exercise price under the initial grant is HK$0.243 per each RSU.

The movements of the Company’s shares held for the RSU Scheme during the year ended 31 December 2023
are as follows:

Number of

shares Amount

‘000 RMB’000

As at 1 January 2022 20,755 16,543
Exercise of share awards (813) (177)
As at 31 December 2022 and 1 January 2023 19,942 16,366
Exercise of share awards (98) (22)
As at 31 December 2023 19,844 16,344

A summary of the particulars of the RSUs granted under the Plan during the year is as follows:

Number of Number of

outstanding outstanding

RSUs granted RSUs granted

as at Exercise Vested Forfeited Expired as at

1 January price during during during 31 December

Date of grant 2022 per share  Vesting date the year the year the year 2022
'000 HK ‘000 ‘000 '000 '000

29 December 2020 - HK$0.243 29 December 2021 - - - -
29 December 2020 7,244 HK$0.243 29 December 2022 (813) (111) (6,320) -
29 December 2020 9,659 HK$0.243 29 December 2023 - (148) - 9,511
16,903 (813) (259) (6,320) 9,511

Exercisable at the end of the year -
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29. SHARE-BASED PAYMENT (Continued)

(b) Restricted Share Unit Scheme (Continued)

Number of Number of

outstanding outstanding

RSUs granted RSUs granted

as at Exercise Vested Forfeited Expired as at

1 January price during during during 31 December

Date of grant 2023 per share  Vesting date the year the year the year 2023
‘000 HK$ ‘000 ‘000 ‘000 ‘000

29 December 2020 - HK$0.243 29 December 2021 - - - -
29 December 2020 - HK$0.243 29 December 2022 - - - -
29 December 2020 9,511 HKS0.243 29 December 2023 (98) - (9,413) -
9,511 (98) - (9.413) -

Exercisable at the
end of the year -

There were no RSU granted during the year (2022: Nil). Share-based payment expenses recognised by the
Group during the year was RMB 1,458,000 (2022: RMB2,741,000) due to the amortisation of the cost related
to certain RSU granted in prior year.

30. RESERVES

The amounts of the Group's reserves and the movements therein for the current and prior years are presented in
the consolidated statement of changes in equity on pages 140 to 141 of the consolidated financial statements.
Share premium

Share premium can be distributed provided that immediately following the date on which such reserves are proposed
to be distributed, the Company would be in a position to pay off its debts as and when they fall due in the ordinary
course of business.

Capital reserve

The capital reserve of the Group represents the capital contribution from the then investors or school sponsors of
the PRC Operating Entities.

Capital redemption reserve

The capital redemption reserve arises from repurchase of the Company’s own ordinary shares on the Stock Exchange.
When the repurchased shares are cancelled by the Company, the issued share capital of the Company is reduced
by the nominal value of these shares. The premium paid on the repurchase is charged to the share premium.
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XIV.'NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
For the year ended 31 December 2023

30. RESERVES (continued)

31.

Statutory surplus reserve

Pursuant to the relevant laws in the PRC, the Company’s subsidiaries in the PRC shall make appropriations from
aftertax profit to non-distributable reserve funds as determined by the boards of directors of the relevant subsidiaries
in the PRC. These reserves include (i) the general reserve of the limited liability companies; and (ii) the development
fund of schools.

(i) In accordance with the Company Law of the PRC, certain subsidiaries of the Group which are domestic
enterprises are required to allocate 10% of their profit after tax, as determined in accordance with the relevant
PRC accounting standards, to their respective statutory surplus reserves until the reserves reach 50% of their
respective registered capital. Subject to certain restrictions set out in the Company Law of the PRC, part of
the statutory surplus reserve can be converted to share capital, provided that the remaining balance after the
capitalisation is not less than 25% of the registered capital.

(i) According to the relevant PRC laws and regulations, for private schools that require reasonable returns, they are
required to appropriate to the development fund not less than 25% of the net income of the relevant schools
as determined in accordance with generally accepted accounting principles in the PRC. The development fund
is for the construction or maintenance of the schools or procurement or upgrade of educational equipment.

Other reserve

Other reserve mainly represents the difference between the cost of acquisition and the non-controlling interests
acquired in the case of acquisition of additional non-controlling interests of subsidiaries.

DISPOSAL OF PARTIAL INTEREST IN A SUBSIDIARY

On 16 November 2023, Shijiazhuang Saintach, the immediate holder of the sponsor interests in Shijiazhuang Yuying,
and Hebei Lumeng Technology Co., Ltd. (“Hebei Lumeng”) (an independent third party), entered into the transfer
agreement, pursuant to which Shijiazhuang Saintach has agreed to sell and Hebei Lumeng has agreed to acquire
30% of the sponsor interests in Shijiazhuang Yuying for a total consideration of RMB18,000,000. The change in
the ownership interest of Shijiazhuang Yuying, without a loss of control, is accounted for as an equity transaction.

RMB’000

Net liabilities at the date of disposal of Shijiazhuang Yuying 14,877
Non-controlling interests (30% of the sponsor interests) 4,463
Consideration (18,000)
Gain on disposal recognised directly in equity 22,463
Total consideration 18,000
— Cash received in the current year 7,000
— Consideration receivable (note 21) 11,000
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XIV. NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
For the year ended 31 December 2023

32. BUSINESS COMBINATIONS
Year ended 31 December 2022
On 31 August 2022, Shijiazhuang Saintach, a subsidiary of the Group, acquired 100% of equity interests of
Shijiazhuang Yuying for a total consideration of RMB24,800,000. Shijiazhuang Yuying has been accounted for as a
wholly-owned subsidiary of the Group since the acquisition date. The acquisition was made as part of the Group’s

strategy to expand its presence in the market of senior secondary education.

The fair values of the identifiable assets and liabilities of Shijiazhuang Yuying as at the date of acquisition were as

follows:
Fair value
recognised on
acquisition
Notes RMB’000
Property, plant and equipment 13 5,587
Other intangible assets 16 28,799
Right-of-use assets 14(a) 34,599
Deferred tax assets 26 9,338
Prepayments, deposits and other receivables 384
Cash and bank balances 12,398
Other payables and accruals (35,029)
Contract liabilities (37,405)
Deferred tax liabilities 26 (7,175)
Lease liabilities 14(b) (30,462)
Total identifiable net liabilities at fair value (18,966)
Goodwill on acquisition 15 43,766
Total purchase consideration 24,800
— Cash paid in prior year regarded as part of purchase consideration 11,280
— Cash paid in the current year 5,540
— Cash payable 7,980
None of the goodwill recognised is expected to be deductible for income tax purposes.
An analysis of net cash inflows in respect of the acquisition of subsidiaries is as follows:
RMB’000
Cash consideration paid (5,540)
Cash and bank balances acquired 12,398
Net cash inflows included in cash flows from investing activities 6,858

Since the acquisition, Shijiazhuang Yuying contributed approximately RMB21,546,000 to the Group’s revenue and
approximately RMB2,590,000 to the consolidated profit for the year ended 31 December 2022.

Had the acquisitions taken place at the beginning of the year, the revenue and net profit of the Group for the year
ended 31 December 2022 would have been approximately RMB344,579,000 and RMB 15,627,000 respectively.
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XIV. NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
For the year ended 31 December 2023

33. NOTES TO THE CONSOLIDATED STATEMENT OF CASH FLOWS

(@) Major non-cash transactions

During the year, the Group had non-cash additions to right-of-use assets and lease liabilities of approximately
RMB78,672,000 (2022: RMB19,428,000) and RMB78,672,000 (2022: RMB19,428,000), respectively, in respect
of lease arrangements for buildings.

(b) Changes in liabilities arising from financing activities

204

Interest
EVELI [ Interest- Total
included in bearing bank liabilities from
other payables and other Lease financing
2023 and accruals borrowings liabilities activities
RMB’000 RMB’000 RMB’000 RMB’000
At 1 January 2023 251 693,383 68,610 762,244
Changes from financing cash flows (41,950) 182,278 (47,026) 93,302
New leases 78,672 78,672
Interest expenses in profit or loss 39,011 3,734 42,745
Interest capitalised before netting
with interest income 3,650 - - 3,650
Decreases due to terminations - - (27,791) (27,791)
At 31 December 2023 962 875,661 76,199 952,822
Interest
payables Interest- Total
included in  bearing bank liabilities from
other payables and other Lease financing
2022 and accruals borrowings liabilities activities
RMB’000 RMB’000 RMB’000 RMB’000
At 1 January 2022 251 446,468 36,949 483,668
Changes from financing cash flows (44,398) 246,915 (16,443) 186,074
New leases - - 19,428 19,428
Interest expenses in profit or loss 33,763 - 1,862 35,625
Interest capitalised before netting
with interest income 10,635 - - 10,635
Decreases due to terminations - - (3,648) (3,648)
Increase arising from acquisition of
a subsidiary (note 32) - - 30,462 30,462
At 31 December 2022 251 693,383 68,610 762,244
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XIV. NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
For the year ended 31 December 2023

33. NOTES TO THE CONSOLIDATED STATEMENT OF CASH FLOWS (Continued)

(c) Total cash outflow for leases

The total cash outflow for leases included in the consolidated statement of cash flows is as follows:

2023 2022
RMB’'000 RMB’000

Within operating activities 642 1,003
Within financing activities 47,026 16,443
47,668 17,446

34. CONTINGENT LIABILITIES

As at 31 December 2023, the Group did not have any significant contingent liabilities (2022: nil).

35. COMMITMENTS

The Group had the following capital commitments at the end of the reporting period:

2023 2022
RMB’000 RMB’'000
Contracted, but not provided for:

Land use right and buildings 13,588 116,484
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For the year ended 31 December 2023

36. RELATED PARTY TRANSACTIONS AND BALANCES

(a) Name and relationship of related parties

Name

Relationship

Mr. Li Yunong

Ms. Luo Xinlan

Ms. Cao Yang
Lionful Education”

AL EBITYERBERRRAFTED AT

Hebei Ansince Property Management Co., Ltd.

Shijiazhuang Branch*A (“Hebei Ansince
Shijiazhuang Branch”)

ERREIRBEEEERAR
Ningbo Tianzuo Project Management Co.,
Ltd.*A (“Ningbo Tianzuo”)

AL REEER R TIRAR AR
Hebei Youlian Hengmei Intelligent Engineering
Co., Ltd.*/~ (“Youlian Hengmei”)

HEmERBEHREHAGRAA
Handan Meijia Youbao Education Consulting
Co., Ltd.* (“Meijia Youbao”)

I EAB R R R TR AR A A
Hebei Chaoxing Construction and Installation
Engineering Co., Ltd.*” (“Heibei Chaoxing”)

AL FT KRR B EERET AR A A
Hebei New Tianji Architectural Design Co.,
Ltd.*~ (“Hebei New Tianji Architectural
Design”)

SR EZERAR AR
Lionful Investment Holding Co., Ltd.*
(“Lionful Investment Holding")

3L 4 BRI
Hebei Youth Television Culture
and Art Center*

ARETHECXERAREEAA
Shijiazhuang Yasong Enterprise
Management Co., Ltd*

Chairman, one of the controlling shareholders of the
Group, and son-in-law of Ms. Luo Xinlan

One of the controlling shareholders of the Group, and
mother-in-law of Mr. Li Yunong

Wife of Mr. Li Yunong
A company controlled by the controlling shareholders

A company controlled by Mr. Li Yunong

A company controlled by Mr. Li Yunong

A company controlled by Hebei Ansince Shijiazhuang

Branch

A company significantly influenced by Mr. Li Yunong

A company controlled by Lionful Investment Holdings

A company controlled by Hebei Ansince Shijiazhuang
Branch

A company controlled by the controlling shareholders

A company controlled by the controlling shareholders

A company controlled by the controlling shareholders

* The English names of the companies stated above in this note represent the best effort made by the directors to translate their Chinese
names as those companies have not been registered with any official English names.

A The companies were related parties to the Company in 2022, and those companies became independent third parties during the year

ended 31 December 2023.
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XIV. NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
For the year ended 31 December 2023

36. RELATED PARTY TRANSACTIONS AND BALANCES (Continued)

(b) Outstanding balances with related parties

Amounts due from related parties

2023 2022
RMB’000 RMB’000

Lionful Education - 10,160
Lionful Investment Holdings - 2,627
- 12,787

Other than the balance with Lionful Investment Holdings, which was unsecured, interest bearing at 10% per
annum, and fully settled during the year, the remaining balances due from related parties were generated
from the transactions with trade in nature and would be settled with the related parties on the terms agreed

mutually.

Interest income from Lionful Investment Holdings was RMB61,000 during the year (2022: RMB127,000).

Amounts due to related parties

2023 2022
RMB’000 RMB’000

Ningbo Tianzuo - 25
Youlian Hengmei - 42
Hebei Chaoxing - 800
Hebei New Tianji Architectural Design - 15

- 882

Balances due to the related parties are unsecured, interest free and mainly generated from the transactions

with trade in nature. These balances were fully settled during the year.
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XIV. NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

For the year ended 31 December 2023

36. RELATED PARTY TRANSACTIONS AND BALANCES (Continued)

(c) Transactions with related parties

Purchases of services from related parties

2023 2022

Notes RMB’000 RMB'000

Hebei Ansince Shijiazhuang Branch (i) - 158

Youlian Hengmei (ii) - 13

Ningbo Tianzuo (iif) - 173

Hebei Chaoxing (iii) 14,367 10,125

Hebei New Tianji Architectural Design (iii) 2,066 451

16,433 10,920

Notes

(i) Property management services were provided by Hebei Ansince Shijiazhuang Branch to the Group, Blue Crystal and Qinghui during

the prior year.

Service charges were based on prices mutually agreed between the Group and Hebei Ansince Shijiazhuang Branch.

(ii) Certain decoration and maintenance service contracts were entered into between Shijiazhuang Institute of Technology and Youlian
Hengmei, under which Youlian Hengmei decorated and repaired certain properties of Shijiazhuang Institute of Technology.

(iii) Balances with these related parties were related to the construction services provided to the Group which was trade in nature and

on a term agreed mutually.

Purchases of land and buildings from a related party

2023
RMB’000

2022
RMB’000

Lionful Education

310,000

The Group acquired certain properties from Lionful Education based on an asset restructuring agreement
which was entered into between the Group and Lionful Education in prior year.
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XIV. NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
For the year ended 31 December 2023

36. RELATED PARTY TRANSACTIONS AND BALANCES (continued)
(d) Others

(1) During the year, the Group has provided college operation services to Lionful Education in connection
with the operation of the West Campus of /AR it 8 X200 75 Z7 (Shijiazhuang Tiedao University
Sifang College) (“Sifang”). Lionful Education has been jointly operating the West Campus of Sifang
College with AR B A (“Shijiazhuang Tiedao University”) (“Tiedao University”).

Details of the college operation service income received from Lionful Education for each year are as follows:

2023 2022
RMB’'000 RMB’000

College operation service income 12,704 22,052

(2)  Other than the college operation service stated above, under the relevant agreements, Shijiazhuang
Institute of Technology is responsible for providing the accommodation services to the students enrolled
by the West Campus of Sifang College. Accommodation service fees are collected directly from the
students and are recognised as income for the year as follows:

2023 2022
RMB’'000 RMB’000

Student accommodation service income” 1,906 3,366

Included as part of the college operation service income of the Group as disclosed in note 5 to the consolidated financial
statements.

(3) During the year, certain bank borrowings of the PRC Operating Entities are guaranteed and secured by
certain related parties of the Group, Lionful Education, Mr. Li Yunong and Ms. Cao Yang. Details of

those transactions are disclosed in note 25 to the consolidated financial statements.

(e) Compensation of key management personnel of the Group:

2023 2022
RMB’000 RMB'000

Salaries, allowances and benefits in kind 1,268 1,081
Pension scheme contributions 426 197
Equity-settled compensation expense 435 722

2,129 2,000

Details of directors’ and the chief executive’s emoluments are included in note 8 to the consolidated financial
statements.
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For the year ended 31 December 2023

XIV. NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

37. FINANCIAL INSTRUMENTS BY CATEGORY

The carrying amounts of each of the categories of financial instruments of the Group as at the end of the reporting

period are as follows:

2023

Financial assets

Financial
assets

at fair value
through
profit or loss

Mandatorily
designated
as such
RMB’'000

Financial
assets at
amortised
cost
RMB’000

Total
RMB’000

Trade receivables - 22,099 22,099
Amounts due from related parties - - -

Financial assets included in prepayments,
other receivables and other assets - - -
Financial assets at fair value through profit or loss 8,997 - 8,997
Other non-current assets - 35,855 35,855
Cash and bank balances - 270,254 270,254
Term deposits - 40,000 40,000
Pledged deposits - 176,000 176,000
Other current assets - 84,566 84,566
8,997 628,774 637,771

Financial liabilities

Other current liabilities
Financial liabilities included in other payables

Financial
liabilities
at fair value
through
profit or loss

Designated
as such
upon initial
recognition
RMB’000

Financial
liabilities at
amortised
cost
RMB’000

Total
RMB’000

and accruals - 171,924 171,924
Interest-bearing bank and other borrowings - 875,661 875,661
- 1,047,585 1,047,585
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XIV. NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
For the year ended 31 December 2023

2022

Financial assets

37. FINANCIAL INSTRUMENTS BY CATEGORY (Continued)

Financial
assets
at fair value
through
profit or loss Financial
Mandatorily assets at
designated amortised
as such cost Total
RMB’'000 RMB'000 RMB’'000
Trade receivables - 11,590 11,590
Amounts due from related parties - 12,787 12,787
Financial assets included in prepayments,
other receivables and other assets - 39,585 39,585
Financial assets at fair value through profit or loss 6,490 - 6,490
Other non-current assets - 65,953 65,953
Cash and bank balances - 212,583 212,583
Term deposits - 90,000 90,000
Pledged deposits - 176,000 176,000
Other current assets - 11,388 11,388
6,490 619,886 626,376
Financial liabilities
Financial
liabilities
at fair value
through
profit or loss
Designated Financial
as such liabilities at
upon initial amortised
recognition cost Total
RMB’000 RMB'000 RMB’000
Other current liabilities 1,671 - 1,671
Financial liabilities included in other payables
and accruals - 109,171 109,171
Amounts due to related parties - 882 882
Interest-bearing bank and other borrowings - 693,383 693,383
1,671 803,436 805,107
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XIV.'NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
For the year ended 31 December 2023

38. FAIR VALUE AND FAIR VALUE HIERARCHY OF FINANCIAL INSTRUMENTS

The carrying amounts and fair values of the Group’s financial instruments, other than those with carrying amounts
that reasonably approximate to fair values, are as follows:

Carrying amounts Fair values

2023 2022 2023 2022
RMB’'000 RMB’000 RMB’000 RMB’000

Financial assets
Financial assets at fair value through
profit or loss 8,997 6,490 8,997 6,490

Financial liabilities
Other current liabilities - 1,671 - 1,671

The Group'’s financial controller is responsible for the fair value measurements of assets and liabilities required for
financial reporting purposes, including level 3 fair value measurements. The financial controller reports directly to
the Board of Directors for these fair value measurements. Discussions of valuation processes and results are held
between the financial controller and the Board of Directors at least twice a year.

Management has assessed that the fair values of cash and bank balances, term deposits, pledged deposits, trade
receivables, financial assets included in prepayments, other receivables and other assets, other current assets,
amounts due from/to related parties, financial liabilities included in other payables and accruals, and the current
portion of the interest-bearing bank and other borrowings, approximate to their carrying amounts largely due to
the short term maturities of these instruments.

The fair values of the financial assets and liabilities are included at the amount at which the instrument could be
exchanged in a current transaction between willing parties, other than in a forced or liquidation sale. The following
methods and assumptions were used to estimate the fair values:

The fair values of other non-current assets and the non-current portion of interest-bearing bank and other borrowings
have been calculated by discounting the expected future cash flows using rates currently available for instruments
with similar terms, credit risk and remaining maturities. The changes in fair value as a result of the Group’s own
nonperformance risk for interest-bearing bank and other borrowings as at 31 December 2023 were assessed to
be insignificant.

For the fair value of the unlisted equity investment at fair value through other comprehensive income, management
has estimated the potential effect of using reasonably possible alternatives as inputs to the valuation model.

The Group has estimated the fair value of contingent consideration payable for business combination included in
other current liabilities and other non-current liabilities by using the discounted cash flow valuation model, which
is based on the market interest rates of instruments with similar terms and risks.
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XIV. NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
For the year ended 31 December 2023

38. FAIR VALUE AND FAIR VALUE HIERARCHY OF FINANCIAL INSTRUMENTS (Continued)

Set out below is a summary of significant unobservable inputs to the valuation of financial instruments together
with a quantitative sensitivity analysis as at 31 December 2023:

Level 3 fair value measurements

Significant
Valuation unobservable Sensitivity of fair value
technique input Range to the input
Financial assets at fair value Surrender value of underlying N/A N/A  N/A
through profit or loss insurance provided by the
insurance company
Financial liabilities at fair value Discounted cash flow method Discount rate 6.32% 1% increase/decrease in
through profit or loss discount rate would result

in decrease/increase in
fair value by RMB1,000/
RMB1,000

The discount for lack of marketability represents the amounts of premiums and discounts determined by the Group
that market participants would take into account when pricing the investments.

The fair value of the insurance at fair value through profit or loss is categorised within Level 3 of the fair value
hierarchy which is measured based on significant unobservable inputs and has been estimated based on the surrender
value of the policy as disclosed in note 17 to the consolidated financial statements. The fair value of the insurance
policy is mainly affected by its surrender value as the directors expected the other unobservable inputs such as
insurance risk would not have a significant impact on the fair value of the insurance policy. The surrender value
of the insurance policy was obtained from the insurance company without any adjustment. The directors believe
that the estimated fair value and the related changes in fair values are reasonable, and that they were the most
appropriate values at the end of the reporting period.

Fair value hierarchy

The following tables illustrate the fair value measurement hierarchy of the Group’s financial instruments:

As at 31 December 2023

Fair value measurement using:

Quoted prices Significant Significant
in active observable unobservable

markets inputs inputs Total
(Level 1) (R ) (Level 3)
RMB’000 RMB’000 RMB’000 RMB’000

Financial assets at fair value through
profit or loss 7,906 - 1,091 8,997
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XIV. NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
For the year ended 31 December 2023

38. FAIR VALUE AND FAIR VALUE HIERARCHY OF FINANCIAL INSTRUMENTS (Continued)

Fair value hierarchy (Continued)
As at 31 December 2022

Fair value measurement using:

Quoted prices Significant Significant

in active observable unobservable
markets inputs inputs Total

(Level 1) (Level 2) (Level 3)
RMB’000 RMB’000 RMB'000 RMB'000

Financial assets at fair value through

profit or loss 5,449 - 1,041 6,490
Consideration payable for business

combination included in other

current liabilities and other non-

current liabilities - - 1,671 1,671

5,449 = 2,712 8,161

The movements in fair value measurements within Level 3 during the year are as follows:

2023 2022
RMB’000 RMB’000

Financial assets at fair value through profit or loss:

At 1 January 1,041 15,745
Disposals - (17,257)
Total gain/(loss) recognised in the consolidated statement of
profit or loss included in other income/(other expenses) (#) 32 (573)
Exchange reserve 18 3,126
At 31 December 1,091 1,041
(#) include gains or losses for assets held at end of reporting period 32 (573)
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XIV. NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
For the year ended 31 December 2023

FAIR VALUE AND FAIR VALUE HIERARCHY OF FINANCIAL INSTRUMENTS (Continued)

2023 2022
RMB’'000 RMB’000

Fair value hierarchy (Continued)

Consideration payable for business combination included in
other current liabilities and other non-current liabilities:

At 1 January 1,671 3,841
Transfer to other payables and accruals (1,671) -
Total gain recognised in the consolidated statement of

profit or loss included in other income (#) - (2,170)
At 31 December - 1,671

(#) include gains or losses for liabilities held at end of reporting
period = (2,170)

During the year, there were no transfers of fair value measurements between Level 1 and Level 2 and no transfers
into or out of Level 3 for both financial assets and financial liabilities (2022: Nil).

The total gains or losses recognised in profit or loss including those for assets and liabilities held at end of reporting
period are presented in the consolidated statement of profit or loss and other comprehensive income.

FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLICIES
The Group's principal financial instruments comprise bank and other borrowings and cash and bank balances. The
Group has various other financial assets and liabilities such as amounts due from/to related parties, trade receivables,

deposits and other receivables and other payables and accruals, which arise directly from its operations.

The main risks arising from the Group’s financial instruments are interest rate risk, credit risk and liquidity risk. The
board of directors reviews and agrees policies for managing each of these risks and they are summarised below.

Interest rate risk

The Group's exposure to the risk of changes in market interest rates relates primarily to the Group’s debt obligations
with a floating interest rate.

As at 31 December 2023, approximately 2% of the Group’s borrowings bore floating rates (31 December 2022: 1%).
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XIV. NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
For the year ended 31 December 2023

39. FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLICIES (Continued)

Interest rate risk (Continued)

The following table demonstrates the sensitivity to a reasonably possible change in interest rates, with all other
variables held constant, of the Group’s profit before tax (through the impact on floating rate borrowings) and the
Group's equity.

Increase/

Increase/ (decrease)

(decrease) in profit before

Year ended 31 December 2023 in basis points tax and equity
RMB’000

Hong Kong dollar 50 79
Hong Kong dollar (50) (79)
Increase/

Increase/ (decrease)

(decrease) in profit before

Year ended 31 December 2022 in basis points tax and equity
RMB’000

Hong Kong dollar 50 40
Hong Kong dollar (50) (40)

In the opinion of the directors of the Company, the sensitivity analysis is unrepresentative of the inherent interest
rate risk as the year end exposure as at the end of each year did not reflect the exposure during the year.

Credit risk

It is the Group’s policy that all schools with which the Group has cooperation and students who wish to receive
the Group’s services on credit terms are subject to credit verification procedures. In addition, receivable balances
are monitored on an ongoing basis and the Group’s exposure to bad debt is not significant.

Since the Group only provides services to recognised and creditworthy third parties, there is no requirement for
collateral. Concentrations of credit risk are managed by customer/counterparty or by service nature. There are no
significant concentrations of credit risk regarding the trade receivables of the Group.

The credit risk of the Group’s other financial assets, which comprise cash and bank balances, amounts due from
related parties, other current assets, other non-current assets, deposits and other receivables, arises from default
of the counterparty, with a maximum exposure equal to the carrying amounts of these instruments.
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XIV. NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
For the year ended 31 December 2023

39. FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLICIES (Continued)

Liquidity risk
The Group's objective is to maintain a balance between continuity of funding and flexibility through the use of

bank and other borrowings. The Group regularly reviews its major funding positions to ensure that it has adequate
financial resources in meeting its financial obligations.

The following table details the Group’s remaining contractual maturity for its financial liabilities and lease liabilities.
The table has been drawn up based on the undiscounted cash flows of financial liabilities and lease liabilities based
on the earliest date on which the Group can be required to pay. Specifically, bank loans with a repayment on
demand clause are included in the earliest time band regardless of the probability of the banks choosing to exercise
their rights. The maturity dates for other non-derivative financial liabilities are based on the agreed repayment dates.
The table includes both interest and principal cash flows. To the extent that interest flows are floating rate, the
undiscounted amount is derived from interest rate at the end of the reporting period.

As at 31 December 2023

Within Carrying

On demand 1year 1tob5years Overb5 years Total amount
RMB’000 RMB’000 RMB’000 RMB'000 RMB’000 RMB'000
(note)

Other current liabilities - = = - - _
Financial liabilities included in

other payables and accruals - 171,924 - - 171,924 171,924
Lease liabilities - 10,945 54,228 21,789 86,962 76,199
Interest-bearing bank and

other borrowings 457,708 140,418 264,844 102,505 965,475 875,661

457,708 323,287 319,072 124,294 1,224,361 1,123,784

As at 31 December 2022

Within Carrying
On demand 1year  1tob5 years Total amount
RMB’000 RMB'000 RMB'000 RMB'000 RMB'000
(note)

Other current liabilities - 1,671 - 1,671 1,671

Financial liabilities included in other
payables and accruals - 109,171 - 109,171 109,171
Amounts due to related parties 882 - - 882 882
Lease liabilities - 32,997 43,311 76,308 68,610
Interest-bearing bank and other borrowings - 249,156 474,875 724,031 693,383
882 392,995 518,186 912,063 873,717
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XIV. NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
For the year ended 31 December 2023

39. FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLICIES (Continued)

Liquidity risk (Continued)

Note:

Bank loans with a repayment on demand clause are included in the “on demand” time band in the above maturity analysis. As at 31 December
2023, the aggregate carrying amounts of these bank loans amounted to RMB457,708,000 (2022: RMB nil). Taking into account the Group's financial
position, the management does not believe that it is probable that the banks will exercise their discretionary rights to demand immediate repayment.
The management believes that such bank loans will be repaid two years after the end of the reporting period in accordance with the scheduled
repayment dates set out in the loan agreements, details of which are set out in the table below:

As at 31 December 2023

Carrying

1 to 2 years Total amount
RMB’000 RMB’000 RMB’000

Interest-bearing bank borrowings 194,568 288,753 483,321 457,708

Capital management

The Group’s policy is to maintain a strong capital base so as to maintain creditor and market confidence and to
sustain future development of business.

The directors review the capital structure on a continuous basis taking into account the cost of capital and the
risks associated with each class of capital. Based on the recommendations of the directors, the Group will balance
its overall capital structure through the raising of new debts as well as the redemption of the existing debt. The
Group's overall strategy remained unchanged during the years ended 31 December 2023 and 2022.

The Group monitors capital using a debt-to-asset ratio, which is total liabilities divided by total assets. The debt-
to-asset ratios as at the end of the reporting periods were as follows:

2023 2022

RMB’000 RMB'000

Total liabilities 1,541,564 1,229,601
Total assets 2,322,749 1,955,462
Debt-to-asset ratio 66 % 63%
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XIV. NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
For the year ended 31 December 2023

40. STATEMENT OF FINANCIAL POSITION OF THE COMPANY

Information about the statement of financial position of the Company at the end of the reporting period is as follows:

2023 2022
RMB’000 RMB’000

NON-CURRENT ASSETS

Interests in subsidiaries 14,097 12,243
Financial assets at fair value through profit or loss 1,091 1,041
Total non-current assets 15,188 13,284
CURRENT ASSETS
Due from subsidiaries 162,766 179,140
Prepayments, other receivables and other assets 32,474 31,867
Financial assets at fair value through profit or loss 7,906 5,449
Cash and bank balances 17,454 5,813
Other current assets 5,424 5,331
Total current assets 226,024 227,600
Total assets 241,212 240,884
CURRENT LIABILITIES
Other payables and accruals 3,209 893
Interest-bearing bank and other borrowings 15,536 9,053
Amount due to a related party - 978
Total current liabilities 18,745 10,924
NET CURRENT ASSETS 207,279 216,676
TOTAL ASSETS LESS CURRENT LIABILITIES 222,467 229,960
NON-CURRENT LIABILITIES
Interest-bearing bank and other borrowings 337 435
Total non-current liabilities 337 435
Net assets 222,130 229,525
EQUITY
Share capital 9,750 9,750
Treasury shares (168) (169)
Reserves (note) 212,548 219,944
222,130 229,525
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XIV. NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
For the year ended 31 December 2023

40. STATEMENT OF FINANCIAL POSITION OF THE COMPANY (Continued)

Note:

A summary of the Company’s reserves is as follows:

Capital  Share-based Exchange
Share redemption payment Accumulated fluctuation Total
premium reserve reserve losses reserve reserves
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
Balance at 1 January 2022 237,145 620 5,844 (42,240) 8,632 210,001
Loss for the year - - - (4,943) = (4,943)
Other comprehensive income for
the year:
Exchange differences on translation - - - - 20,955 20,955
Total comprehensive income for the year - - - (4,943) 20,955 16,012
Final 2021 dividend declared (7,324) - - - - (7,324)
Share repurchased (2,293) 51 - (51) - (2,293)
Exercise of share awards under
the restricted share unit scheme 3,421 - (3,251) - - 170
Equity-settled share option arrangements - - 3,378 - - 3,378
At 31 December 2022 and
1 January 2023 230,949 671 5,971 (47,234) 29,587 219,944
Loss for the year - - - (4,854) = (4,854)
Other comprehensive income for
the year:
Exchange differences on translation - - - - 4,128 4,128
Total comprehensive income for the year - - - (4,854) 4,128 (726)
Final 2022 dividend declared (8,545) - - - - (8,545)
Share repurchased - - - - - -
Exercise of share awards under the
restricted share unit scheme 5,223 - (5,202) - - 21
Equity-settled share option arrangements - - 1,854 - - 1,854
At 31 December 2023 227,627 671 2,623 (52,088) 33,715 212,548

41. APPROVAL OF THE CONSOLIDATED FINANCIAL STATEMENTS

The consolidated financial statements were approved and authorised for issue by the board of directors on 28
March 2024.
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“Board”

“Business Cooperation Agreements”

“Company” or "we"

“Director(s)”

“Directors’ Powers of Attorney”

“Education Department of Hebei
Province”

"Equity Pledge Agreements”

"Exclusive Call Option Agreements”

"Exclusive Service Agreements”

“Foreign Investment Law”

“government” or “State”

"Group” or “we"

“Hangzhou Yimai”

“Hebei Saintach”

XV. DEFINITIONS

the board of directors of the Company

the business cooperation agreements dated 17 October 2017 entered into by,
among others, Sheng Dao Xiang Cheng and the relevant PRC Operating Entities,
as amended and/or supplemented from time to time

China 21st Century Education Group Limited, an exempted company incorporated
in the Cayman Islands with limited liability on 20 September 2016, with its Shares
listed on the Main Board of the Stock Exchange

the director(s) of the Company

the school director’s power of attorney executed by each of the directors of
Shijiazhuang Institute of Technology, Saintach Tutorial Schools and Saintach
Kindergartens in favor of Sheng Dao Xiang Cheng dated 17 October 2017

an integral department of the provincial government, which is responsible for the
education cause in Hebei Province

the equity pledge agreements entered into among Sheng Dao Xiang Cheng and
equity holders of the relevant PRC Operating Entities in relation to the pledge
of equity interest in the relevant PRC Operating Entities, as amended and/or
supplemented from time to time

the exclusive call option agreements entered into by, among others, Sheng Dao
Xiang Cheng and the relevant PRC Operating Entities in relation to the exclusive
call option of the equity interest and/or school sponsor’s interests, as amended
and/or supplemented from time to time

the exclusive technical service and management consultancy agreements entered
into by and among Sheng Dao Xiang Cheng and the relevant PRC Operating
Entities, as amended and/or supplemented from time to time

the Foreign Investment Law of the People’s Republic of China* (12 A R £ F1E
HNEEIEEKR) promulgated by the 13th National People’s Congress on 15 March
2019, which became effective on 1 January 2020

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

the Company, its subsidiaries and PRC Operating Entities from time to time

Hangzhou Yimai Enterprise Management Consulting Co., Ltd.* ({1 —AR (> 2 & 18
RAARET AR, a limited liability company established under the laws of the
PRC on 16 May 2018, as to 70% was controlled by Shijiazhuang Saintach as at
the date of this annual report, and one of the Company’s PRC Operating Entities

Hebei Saintach Education and Technology Co., Ltd.* (Ait#F KRB R AR

7A2A]), a limited liability company established under the laws of the PRC on 17
September 2002, and one of the Company’s PRC Operating Entities
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XV. DEFINITIONS

HHK$H

“Integrated Area”

“Lionful Education”

“Listing Date”

“Listing Rules”

“Ningbo Tianzuo”

“PRC" or “China”

“PRC Operating Entities”

“private school(s)”

"Prospectus”

“Qiaoxi Tutorial School”

"Registered Shareholders”
“RMB” or “Renminbi”

“Sainage Investment”

Hong Kong dollars, the lawful currency of Hong Kong

also known as the Beijing-Tianjin-Hebei integrated area. Its concept was raised
according to a national strategic initiative to promote the region’s economic
development

Hebei Lionful Education Technology Co., Ltd* (Aldbt—tE42Z A B ER A A)
(formerly known as Hebei Lionful Education Investment Co., Ltd* (Aibtf—tE
LHBEIREBRAR)), a limited liability company established under the laws
of the PRC on 2 November 2000, which is wholly-owned by Hebei Xueyoufang
Education Technology Co., Ltd.* CATILEB B FHERHXBAR AT, a limited liability
company established under the laws of the PRC on 4 August 2016 and owned as
to approximately 95% by Beijing New Youth Culture Media Co., Ltd.* Gt =&
FRASUELEEBRAT) and 5% by Mr. Li

29 May 2018, being the date of listing of Shares on the Main Board of the Stock
Exchange

the Rules Governing the Listing of Securities on the Stock Exchange, as amended
from time to time

Ningbo Tianzuo Engineering Project Management Co., Ltd.* (B K{ET2IBH
B AR AR]), a company established in the PRC and indirectly controlled by Mr.
Li Yunong as to more than 30%

the People’s Republic of China, for the purpose of this report, excludes Hong Kong,
the Macau Special Administration Region of the PRC and Taiwan

Zerui Education, Shijiazhuang Institute of Technology, Hebei Saintach, Shijiazhuang
Saintach, Saintach Kindergarten(s), Hangzhou Yimai, Xin Tian Di Xian and Zhejiang
Peijian

schools established by social organizations or individuals outside national institutions,

using non-state financial capital

the prospectus issued by the Company for the initial public offering and listing
dated 15 May 2018

Shijiazhuang City Qiaoxi District Bilingual Culture Tutorial School* (AR MiEA
@ B LI FIEHT), a private school established under the laws of the PRC on
26 November 2013 of which the school sponsor’s interest is wholly-owned by Mr.
Li Yunong and one of the Company’s PRC Operating Entities

the Shareholders of Zerui Education, namely Mr. Li Yunong and Ms. Luo Xinlan
Renminbi, the lawful currency of the PRC for the time being
Sainage Investment Limited* ($T%#% & BFR A F]), an investment holding limited

company established under the laws of the British Virgin Islands on 19 October
2016 and Sainage Investment is wholly-owned by the Company
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“Saintach Kindergartens” or
“Kindergartens”

“Saintach Tutorial Centers”

“Saintach Tutorial Schools” or
“Tutorial Schools”

“school sponsors”

“School Sponsors’ and Directors’

Rights Entrustment Agreements”

“School Sponsors’ Powers of
Attorney”

“school year”

“Share(s)”
“Share Award Plan”
“Share Option Scheme”

“Shareholder(s)”

“Shareholders’ Power of Attorney”

“Shareholders’ Rights Entrustment
Agreements”

XV. DEFINITIONS

Shijiazhuang Qiaoxi District Blue Crystal Saintach Kindergarten* (5 R i & P& 7
KEREZ K40 5 ), Shijiazhuang Luquan District Fukang Saintach Kindergarten* (5
R TR R R HF KB 48 FE 4 52 ), Shijiazhuang Chang’an District Jianhua Saintach
Kindergarten* (AR RZEHAEEZEL)ZE), Shijiazhuang Qiaoxi District
Lidu Saintach Kindergarten* (A MiEAREMNKEEEHZE), Shijiazhuang
High-tech Industrial Development Zone Tianshan Saintach Kindergarten* (A%
BRITEZMEEFTRERILUSZE), Shijiazhuang Chang’an District Qinghui
Saintach Kindergarten* (ARMA T RZEITABIFES)RE), Zhengding County
Saintach Kindergarten* (IEE & A4S E) and Zhengding County Fumenli
Saintach Kindergarten* (1E & S 37 X% 1& P2 4h 572 &), which are the PRC Operating
Entities

tutorial centers being set up in multiple operating locations which are organized
by different Saintach Tutorial Schools

Shijiazhuang Qiaoxi District Bilingual Culture Tutorial School* (2 R T 15 7o & & 55
AL FIER), Shijiazhuang City Chang’an District Saintach Tutorial School* (A%
B RZERHTREEIZR), Shijiazhuang Yuhua District Donggang Road Saintach
Tutorial School* (SR A T4 % (& 3 8 B T A5 5 224%), Shijiazhuang Qiaoxi
District Zhicheng Tutorial School* (A ZRFETEFEE M EZHIER), Shijiazhuang
City High-tech Zone Saintach Tutorial School* (& 51 #7 1@ $T KB 5 51| 24%)

and Shijiazhuang Xinhua District Huixuan Education Tutorial School* (A R %7
R BH A HTFI24%), which are the PRC Operating Entities

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

the school sponsors’ and directors’ rights entrustment agreements entered into
among the PRC Operating Entities and the respective school sponsors and directors
and Sheng Dao Xiang Cheng, as amended and/or supplemented from time to time
the school sponsor’s powers of attorney executed by each of the school sponsors,
in favor of Sheng Dao Xiang Cheng, as amended and/or supplemented from time

to time

the school year for all of our schools, which generally commences on 1 September
of each calendar year and ends on 30 June of the next calendar year

ordinary share(s) of HK$0.01 each in the share capital of the Company

the share award scheme adopted by the Company on 14 October 2020

the share option scheme adopted by the Company on 4 May 2018

holder(s) of the Share(s)

the power of attorney executed by each of the equity holders of the relevant
PRC Operating Entities in favor of Sheng Dao Xiang Cheng, as amended and/or
supplemented from time to time

the shareholders’ rights entrustment agreements entered into among the relevant

equity holders and Sheng Dao Xiang Cheng, as amended and/or supplemented
from time to time
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XV. DEFINITIONS

“Sheng Dao Xiang Cheng”

“Shijiazhuang Institute of
Technology” or “Institute of
Technology”

“Shijiazhuang Saintach” or”
Saintach Education”

“Sifang College”

“sgq.m.”
“Stock Exchange”

“Structured Contracts”

“Tutoring Hour(s)"

“Xin Tian Di Xian”

“Zerui Education”

"Zhejiang Peijian”

"o

Sheng Dao Xiang Cheng Education and Technology Co., Ltd.* (At RBER KK
BRI AR AT, a wholly-foreign owned enterprise established under the laws
of PRC on 14 December 2016 and a wholly-owned subsidiary of the Company

Shijiazhuang Institute of Technology* (AZRATE T2 ZFT), a general college
established under the laws of the PRC on 1 July 2003 of which school sponsors’
interest was wholly-owned by Zerui Education as at the date of this annual report,
and one of the Company’s PRC Operating Entities

Shijiazhuang Saintach Education and Technology Co., Ltd.* (AREFNAEHE
BHEHBBR AR, a limited liability company established under the laws of the PRC
on 13 July 2011, wholly- owned by Zerui Education as at the date of this annual
report, and one of the Company’s PRC Operating Entities

Sifang College of Shijiazhuang Tiedao University* (f %5818 K007 £f7),
established in 2001, an independent institution implementing undergraduate
education under approval of the Hebei Provincial People’s Government and
confirmation by the Ministry of Education, jointly operated by Shijiazhuang Tiedao
University, an independent third party, and Lionful Education

square meter
The Stock Exchange of Hong Kong Limited

collectively, the Business Cooperation Agreements, the Exclusive Service Agreements,
the Exclusive Call Option Agreements, the Equity Pledge Agreements, the School
Sponsors’ and Directors’ Rights Entrustment Agreements, the School Sponsors’
Powers of Attorney, the Directors’ Powers of Attorney, the Shareholders’ Power
of Attorney, the Shareholders’ Rights Entrustment Agreements and the Spouse
Undertakings, as amended and/or supplemented from time to time

the unit for measuring tutoring time delivered to students, typically representing a
duration of 60 minutes for secondary school students and 40 minutes for primary
school students

Beijing Xin Tian Di Xian Information and Technology Co., Ltd.* (Jt RFTKibAR(Z
BHEATERAT]), a limited liability company established in the PRC on 6 March
2015, wholly-owned by Zerui Education as at the date of this annual report, and
one of the Company’s PRC Operating Entities

Hebei Zerui Education Technology Co., Ltd.* (HibZIRHMERHEBREEAF),
a limited liability company established under the laws of the PRC on 12 July
2017, which was owned as to 80.625% by Mr. Li Yunong and 19.375% by Ms.
Luo Xinlan as at the date of this annual report, and one of the Company’s PRC
Operating Entities

Zhejiang Peijian Technology Co., Ltd.* (i TR AR AR, a limited liability
company established under the laws of the PRC on 29 December 2017 and
controlled by Zerui Education as to 51% as of the date of this annual report, and
one of the Company’s PRC Operating Entities

per cent.

Certain amounts and percentage figures included herein 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. If there is any
inconsistency between the Chinese names of entities or enterprises established in the PRC and their English translations
marked with “*", the Chinese names shall prevail.
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