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| If you have doubt about any of the contents in this document, you should obtain independent professional advice. |
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Offering Option)
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Number of International Offer Shares : 150,000,000 Shares (subject to reallocation and the
Over-allotment Option)

Maximum Offer Price : HKS$6.22 per Offer Share plus brokerage of 1%, SFC
transaction levy of 0.0027 %, and Stock Exchange
trading fee of 0.005% (payable in full on application in
Hong Kong dollars, subject to refund)
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Hong Kong Exchanges and Clearing Limited, The Stock Exchange of Hong Kong Limited, and Hong Kong Securities Clearing Company
Limited take no responsibility for the contents of this document, make no representation as to its accuracy or completeness, and expressly
disclaim any liability whatsoever for any loss howsoever arising from or in reliance upon the whole or any part of the contents of this
document.

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

The Offer Price is expected to be fixed by agreement between CLSA Limited (for itself and on behalf of the Underwriters) and our Company
on the Price Determination Date. The Price Determination Date is expected to be on or around Tuesday, 22 September 2020 and, in any event,
not later than Wednesday, 23 September 2020.

The Offer Price will be not more than HK$6.22 and is currently expected to be not less than HK$5.18 unless otherwise announced. If, for any
reason, the Offer Price is not agreed by Wednesday, 23 September 2020 between CLSA Limited (for itself and on behalf of the Underwriters)
and our Company, the Global Offering will not proceed and will lapse.

CLSA Limited (for itself and on behalf of the Underwriters) may, with our consent, reduce the number of Offer Shares being offered
under the Global Offering and/or the indicative Offer Price Range below that stated in this document at any time on or prior to the
morning of the last day for lodging applications under the Hong Kong Public Offering. In such a case, an announcement will be
published on the websites of the Stock Exchange (www.hkexnews.hk) and our Company (www.neuedu.com) not later than the
morning of the last day for lodging applications under the Hong Kong Public Offering. For further information, please refer to
“Structure of the Global Offering” and ‘“How to apply for Hong Kong Public Offer Shares.”

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

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

The Offer Shares have not been and will not be registered under the U.S. Securities Act or any state securities law in the United States and
may not be offered, sold, pledged, or transferred within the United States or to, or for the account or benefit of U.S. persons (as defined in
Regulation S) except in transactions exempt from, or not subject to, the registration requirements of the U.S. Securities Act. The Offer Shares
are being offered and sold (i) solely to QIBs pursuant to an exemption from registration under the U.S. Securities Act and (ii) outside the
United States in offshore transactions in accordance with Regulation S.

17 September 2020



EXPECTED TIMETABLE

If there is any change in the following expected timetable of the Hong Kong Public Offering, we will issue

an announcement on the Stock Exchange’s website at www.hkexnews.hk and our website at www.neuedu.com.(!)

Latest time to complete electronic applications under the HK eIPO White Form
service through one of the below ways®:

(1) the IPO App, which can be downloaded by searching “IPO App” in App
Store or Google Play or downloaded at www.hkeipo.hk/IPOApp or
www.tricorglobal.com/IPOApp

(2) the designated website www.hkeipo.hk

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

Latest time to lodge WHITE and YELLOW Application Forms .............

Latest time to give electronic application instructions to HKSCC® . ... ... ..

Latest time to complete payment of the HK eIPO White Form applications by
effecting internet banking transfer(s) or PPS payment transfer(s) ...........

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

Expected Price Determination Date® . ......... ... ... .. ... .. ... ...

(1) Announcement of:

° the Offer Price;
° the level of applications in the Hong Kong Public Offering;

° an indication of the level of interest in the International Offering;
and

o the basis of allocation of the Hong Kong Public Offer Shares,

to be published on the websites of the Stock Exchange at
www.hkexnews.hk and our Company at www.neuedu.com on or
before O

(2)  Announcement of results of allocations in the Hong Kong Public Offering
(with successful applicants’ identification document numbers, where
appropriate) to be available through a variety of channels including the
website of the Stock Exchange at www.hkexnews.hk and our website at
www.neuedu.com (see “How to apply for Hong Kong Public Offer
Shares — 11. Publication of results”) fromU4 .. ... ..................

(3) A full announcement of the Hong Kong Public Offering containing (1) and
(2) above to be published on the website of the Stock Exchange at
www.hkexnews.hk and our website at www.neuedu.com? fromd4 .. ...

Results of allocations for the Hong Kong Public Offering will be available at the
“Allotment Result” function in the IPO App or at www.tricor.com.hk/ipo/
result or www.hkeipo.hk/IPOResult with a “search by ID/Business
Registration Number” function from™ . ... ... ... ... ... ... ... ...

11:30 a.m. on Tuesday,
22 September 2020

11:45 a.m. on Tuesday,
22 September 2020

12:00 noon on Tuesday,
22 September 2020

12:00 noon on Tuesday,
22 September 2020

12:00 noon on Tuesday,
22 September 2020

12:00 noon on Tuesday,
22 September 2020

Tuesday, 22 September 2020

Monday, 28 September 2020

Monday, 28 September 2020

Monday, 28 September 2020

Monday, 28 September 2020



EXPECTED TIMETABLE

Dispatch of Share certificates in respect of wholly or partially successful

applications pursuant to the Hong Kong Public Offering on or before©®(4 . ... Monday, 28 September 2020

Dispatch of HK eIPO White Form e-Auto Refund payment instructions/refund

cheques in respect of wholly successful (if applicable) or wholly or partially
unsuccessful applications on or before ®)- ). (10). AD. (2. A3) -~ o0, Monday, 28 September 2020

Dealings in Shares on the Stock Exchange to commence at 9:00 a.m. on% ... .. Tuesday, 29 September 2020

Thursday, 17 September 2020 and the refund date of application monies of Monday, 28 September 2020.
During this period, the application monies (including the brokerage, SFC transaction levies and Stock
Exchange trading fees) will be held by the receiving bank on behalf of our Company and the refund monies, if
any, will be returned to the applicants without interest on Monday, 28 September 2020. Investors should be
aware that the dealings in our Shares on the Stock Exchange are expected to commence on Tuesday,
29 September 2020.

There is a gap of six business days between the commencement of the Hong Kong Public Offering on

Notes:

(O]
2

3)

“

(5

(6)

(7
®)

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

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

If there is a tropical cyclone warning signal number 8 or above, or a ‘black’ rainstorm warning and/or Extreme Conditions in force in
Hong Kong at any time between 9:00 a.m. and 12:00 noon on Tuesday, 22 September 2020, the application lists will not open on that
day. See “How to apply for Hong Kong Public Offer Shares — 10. Effect of bad weather and/or Extreme Conditions on the opening of
the application lists” in this document for details. If the application lists do not open on Tuesday, 22 September 2020, the dates
mentioned in “Expected timetable” may be affected. We will make an announcement in such event.

Applicants who apply for Hong Kong Public Offer Shares by giving electronic application instructions to HKSCC should see “How
to apply for Hong Kong Public Offer Shares — 6. Applying by giving electronic application instructions to HKSCC via CCASS” in
this document for details.

The Price Determination Date, being the date on which the Offer Price is to be determined, is expected to be on or around Tuesday,
22 September 2020, and, in any event, not later than Wednesday, 23 September 2020. If, for any reason, the Offer Price is not agreed
between CLSA Limited (for itself and on behalf of the Underwriters) and our Company on or before Wednesday, 23 September 2020,
or such other date as agreed between the parties, the Global Offering (including the Hong Kong Public Offering) will not proceed and
will lapse.

Share certificates for the Hong Kong Public Offer Shares are expected to be issued on Monday, 28 September 2020 but will only
become valid provided that the Global Offering has become unconditional in all respects and neither of the Underwriting Agreements
has been terminated in accordance with its terms, which is scheduled to be at around 8:00 a.m. on Tuesday, 29 September 2020.
Investors who trade Shares on the basis of publicly available allocation details before the receipt of Share certificates and before they
become valid do so entirely at their own risk. If the Global Offering does not become unconditional or the Underwriting Agreements
are terminated in accordance with their respective terms, the Global Offering (including the Hong Kong Public Offering) will not
proceed. In such a case, we will make an announcement as soon as possible.

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

e-Auto Refund payment instructions/refund cheques will be issued in respect of wholly or partially unsuccessful applications pursuant
to the Hong Kong Public Offering and in respect of wholly or partially successful applications if the final Offer Price is less than the
price per Offer Share payable on application. Part of the applicant’s Hong Kong identity card number or passport number, or, if the
application is made by joint applicants, part of the Hong Kong identity card number or passport number of the first-named applicant,

provided by the applicant(s) may be printed on the refund cheque, if any. Such data would also be transferred to a third party for refund



EXPECTED TIMETABLE

)

(10)

an

(12)

(13)

14

purposes. Banks may require verification of an applicant’s Hong Kong identity card number or passport number before cashing the
refund cheque. Inaccurate completion of an applicant’s Hong Kong identity card number or passport number may lead to delays in

encashment of, or may invalidate, the refund cheque.

Applicants who have applied on WHITE Application Forms or through the HK eIPO White Form service for 1,000,000 Hong Kong
Public Offer Shares or more under the Hong Kong Public Offering and have provided all information required by the Application Form
may collect any refund cheque(s) (where applicable) and/or Share certificate(s) in person from our Hong Kong Share Registrar, Tricor
Investor Services Limited, at Level 54, Hopewell Centre, 183 Queen’s Road East, Hong Kong, from 9:00 a.m. to 1:00 p.m. on Monday,
28 September 2020. Applicants being individuals who are applying for 1,000,000 Hong Kong Public Offer Shares or more and are
eligible for personal collection must not authorise any other person to make collection on their behalf. Applicants being corporations
who are applying for 1,000,000 Hong Kong Public Offer Shares or more and are eligible for personal collection must attend by their
authorised representatives bearing letters of authorisation from their corporations stamped with the corporations’ chop. Identification
and (where applicable) authorisation documents acceptable to our Hong Kong Share Registrar, Tricor Investor Services Limited, must

be produced at the time of collection.

Applicants who have applied on YELLOW Application Forms for 1,000,000 Hong Kong Public Offer Shares or more under the Hong
Kong Public Offering may collect their refund cheque(s), where applicable, in person but may not collect their Share certificate(s),
which will be deposited into CCASS for the credit of their designated CCASS Participants’ stock accounts or CCASS Investor
Participant stock accounts, as appropriate. The procedures for collection of refund cheque(s) for YELLOW Application Form
applicants are the same as those for WHITE Application Form applicants specified in note (9) above.

For applicants who have applied for Hong Kong Public Offer Shares by giving electronic application instructions to HKSCC, their
refund (if any) will be credited to their designated bank account or the designated bank account of the designated CCASS Participant
through which they made their application on Monday, 28 September 2020. For applicants who have instructed their designated
CCASS Participant (other than CCASS Investor Participant) to give electronic application instructions on their behalf, they can check
the amount of refund (if any) payable to them with that designated CCASS Participant. For applicants who have applied as CCASS
Investor Participant, they can check the amount of refund (if any) payable to them via the CCASS Phone System and CCASS Internet
System (under the procedures contained in HKSCC’s “An Operating Guide for Investor Participants” in effect from time to time) on
Monday, 28 September 2020 or in the activity statement showing the amount of refund money credited to their designated bank account
made available to them by HKSCC immediately after the credit of refund money to their bank account. See “How to apply for Hong

Kong Public Offer Shares — 14. Dispatch/Collection of Share certificates and refund monies” in this document for details.

For applicants who have applied for Hong Kong Public Offer Shares through the HK eIPO White Form service and paid the
application monies from a single bank account, refund monies (where applicable) will be dispatched to their application payment bank
account in the form of e-Auto Refund payment instructions on Monday, 28 September 2020. For applicants who have applied for Hong
Kong Public Offer Shares through the HK eIPO White Form service and paid the application monies from multiple bank accounts,
refund monies (where applicable) in the form of refund cheque(s) will be dispatched on or before Monday, 28 September 2020 by
ordinary post at their own risk. See “How to apply for Hong Kong Public Offer Shares — 14. Dispatch/Collection of Share certificates

and refund monies” in this document for details.

Uncollected Share certificate(s) and refund cheque(s) will be dispatched by ordinary post at the applicants’ own risk to the addresses
specified in the relevant applications. See “How to apply for Hong Kong Public Offer Shares — 14. Dispatch/Collection of Share
certificates and refund monies” in this document for details.

In case a tropical cyclone warning signal number 8 or above, a ‘black’ rainstorm warning signal and/or Extreme Conditions is/are in force in
any days between Thursday, 17 September 2020 to Tuesday, 29 September 2020, then the day of (i) announcement of results of allocations in
the Hong Kong Public Offering; (ii) dispatch of Share certificates and refund cheques/HK eIPO White Form e-Auto Refund payment

instructions; and (iii) dealings in the Shares on the Stock Exchange may be postponed and an announcement may be made in such event.

The above expected timetable is a summary only. You should carefully read the sections headed

“Underwriting”, “Structure of the Global Offering”, and “How to apply for Hong Kong Public Offer

Shares” in this document for details relating to the structure of the Global Offering, procedures on the

applications for Hong Kong Public Offer Shares and the expected timetable, including conditions, effect of

bad weather and/or Extreme Conditions and the dispatch of refund cheques and Share certificates.

— il —
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SUMMARY

This summary aims to give you an overview of information contained in this document. This is a
summary, and as such, it does not contain all information that may be important to you. You should read the

entire document before you decide to invest in the Offer Shares.

There are risks associated with any investment. Some of the particular risks in investing in the Offer
Shares are set out in “Risk Factors.” You should read that section carefully before you decide to invest in the
Offer Shares.

OVERVIEW

We are a leading private IT higher education service provider in China, focusing on nurturing IT
professional talent to cater for the fast-growing demand for talent in China’s software and IT service industry.
Leveraging our two decades of experience and knowhow accumulated in the IT higher education industry and
driven by our vision of becoming a leader in China providing digital education services, we have developed an
education service ecosystem with full-time formal higher education services as our fundamental business;
continuing education services, and education resources and apprenticeship programme as our two strategic
businesses. We are supported by the reputation of Neusoft Corporation, the first software company listed on the
Shanghai Stock Exchange (stock code: 600718), and are able to leverage Neusoft Corporation’s expertise in
software and IT services. We have strategically established three application-oriented universities in Dalian,
Chengdu and Foshan and developed a comprehensive portfolio of IT-related majors covering a wide range of
industry sectors with a high demand for IT talent, such as computer science, electronic information, digital
media, information management service, and healthcare technology. According to the Frost & Sullivan Report,
we ranked the first in terms of the number of IT majors provided by China’s private higher education institutions
and the second in terms of the number of students enroled in IT majors among all private higher education
institutions in China, for the 2018/2019 school year. After excluding independent colleges from the ranking, we
ranked the first in terms of the number of students enroled in IT majors among all private higher education
institutions in the 2018/2019 school year, according to the Frost & Sullivan Report. The number of students
enroled in our full-time formal higher education programmes reached 36,066 for the 2019/2020 school year, of
which approximately 16,053 were enroled in IT majors. In December 2019, three bachelor degree programmes of
Dalian University, i.e. computer science and technology, software engineering, and digital media technology,
were included in the list of the first batch of national-level first-class bachelor degree programmes by the MOE,
making Dalian University rank the first among all private universities (including independent colleges) in terms
of the number of bachelor degree programmes included in the list. With respect to each of the three bachelor
degree programmes mentioned above, Dalian University is the only private university (including independent
colleges) that was included in the list.

In the course of operating our universities, we have developed an integrated talent cultivation approach,
with reference to international engineering education models, to nurture future IT talent bestowed with eight key
capabilities/skills — Technical knowledge and reasoning, Open thinking and innovation, Personal and
professional skills, Communication and teamwork, Attitude and manner, Responsibility, Ethical values, and
Social values created by application practice — an approach we call “TOPCARES”. Under our TOPCARES
approach, we not only impart knowledge to students, but also focus on fostering good moral character, nurturing
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innovation capabilities, professional skills and communication skills, and inspiring the spirit teamwork in our
students. Our TOPCARES approach is applied to all aspects of our students’ learning experience and is
instrumental in improving the overall competency of our students. In addition, we creatively blended traditional
“face-to-face” offline education methods with our online e-learning platform to become a pioneer in China
providing blended learning solutions, so that our students are able to study any education content at anytime and

anywhere.

With the support of Neusoft Corporation, we engaged in an extensive school-enterprise cooperation in
order to better equip our students with skills that can be applied directly in their future employment, and improve
their career prospects. We effectively integrate our education resources with expertise in the software and IT
service industry offered by leading enterprises, such as Hewlett-Packard and IBM. We have put in place a
mechanism for the interaction between our teachers and engineers to enhance our teaching team. We invite
engineers from leading enterprises to our universities to jointly design curricula, establish practical training sites,
and deliver lectures, among others. We also encourage our teachers to obtain industry experience and keep
abreast of the latest industry trends by working in enterprises that cooperate with us. Through such cooperation
and exchange, we are able to formulate student advancement plans that reflect the industry’s recent developments
and amass a team of teachers with both academic expertise and industry experience to disseminate cutting-edge
knowledge to our students, which we believe will narrow the skills gap between school education and future

work requirements.

We are among the leaders in innovation and entrepreneurial education. Since we started our business in
2000, we have been focusing on innovation and entrepreneurship education and in 2002 established a unique
start-up incubator, Student Office & Venture Office (the “SOVO”), through which we encourage and support our
students to start their own businesses. SOVO aims at fostering our students’ innovative thinking and nurturing
entrepreneurial spirit. Teachers and mentors in the SOVO help our students turn the business ideas into projects
and provide guidance and support in operating the projects. As of 31 March 2020, SOVO had incubated more
than 7,300 start-up projects and over 1,000 “virtual” companies, of which more than 250 had been formally
registered as companies. We have won numerous honours and awards for our innovation and entrepreneurship
education. For example, in 2016, Dalian University was recognised as one of China’s First 50 Model Universities
of Experimental Innovation and Entrepreneurship (4B & #5097 £ #7 A 3 A KLER 7i4%) by the MOE. SOVO of
all of our three universities have been awarded as national-level Mass Entrepreneurship Space under the Torch
Centre of Ministry of Science and Technology (FH¥#8 Ak L A1 22 [H]).

As a result of the above initiatives, we have achieved favourable graduate employment outcomes for our
students. According to the Frost & Sullivan Report, for the 2018/2019 school year, the initial employment rates
of the graduates of our Dalian University, Chengdu University and Foshan University full-time formal higher
education programmes reached 92.73%, 97.19% and 92.42%, respectively. The employment rates of Dalian
University and Chengdu University were higher than the average level of initial employment rates of graduates
from full-time formal higher education programmes in Liaoning province and Sichuan province, i.e. 91.95% and
88.28%, respectively, while the employment rate of Foshan University was close to that of Guangdong province,
i.e. 94.58%. For the 2017/2018 school year, the average monthly salary of the graduates of our Dalian University,
Chengdu University and Foshan University full-time formal higher education programmes was RMBS5,211,

RMB5,045, and RMBA4,528, respectively. These average salaries were also higher than the average level of the
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salaries of graduates from full-time formal higher education programmes in the provinces where each of our
three universities is located, i.e. RMB4,600, RMB4,453 and RMB4,071, respectively.

Our relentless efforts at improving the quality of our education services by applying our education
philosophy and approach have won us numerous awards and gained the trust of students, parents, teachers, local
governments, potential employers and business partners. Our “Neusoft Education” brand has also achieved
strong brand awareness and high social recognition in China’s private higher education industry, which in turn
enables us to attract more high quality students. Our students are admitted from either the liberal arts stream or
science stream of high schools. According to the Frost & Sullivan Report, for the 2019/2020 school year, the
admission scores of students from the science and liberal arts streams entering our Dalian University both ranked
the first among all the private universities (exclusive of independent colleges) in Liaoning province, while the
admission scores of students from the science and liberal arts streams entering our Chengdu University both
ranked the fourth among all the private universities (exclusive of independent colleges) in Sichuan province, and
for those entering our Foshan University, ranked the first and the third in terms of science stream and liberal arts
stream, respectively, among all the private universities (exclusive of independent colleges) in Guangdong

province.

Our extensive experience accumulated through our two decades of school operation and management track
record, in particular our experience in IT education, has enabled us to establish our current education service
ecosystem, through which we provide a full spectrum of education services, including not only our fundamental
business of full-time formal higher education services, but also our two strategic businesses: continuing
education services, and education resources and apprenticeship programme. We are committed to empowering
other higher education institutions and their students by sharing with them our education philosophy, approach,
model, system and standard that we distilled from our two decades of school operations and management. We
categorised our education resources business into three modules: (i) joint establishment of academic majors and
industrial colleges (SF2E3t# Bl 2684 15%), (ii) smart education platform and teaching resources, and (iii) practical
training laboratory solutions. As of the Latest Practicable Date, we had delivered our quality education resources
to over 400 universities, colleges and vocational schools. Relying on our education service system and through
such scalable model, we are able to rapidly replicate our quality education resources to other schools and
establish our unique “3+N” business model (“3” stands for our three universities and “N” stands for other higher
education institutions that enjoy our quality education resources), which we believe will provide significant
potential to our further growth. According to the Frost & Sullivan Report, as measured by cumulative number of
schools using IT value-added education services provided by us as of 31 March 2020, we ranked the second in

China among providers of IT value-added education services.

Our revenue increased by 16.7% from RMB731.4 million for the year ended 31 December 2017 to
RMB853.2 million for the year ended 31 December 2018 and further increased by 12.3% to RMB958.2 million
for the year ended 31 December 2019. Our revenue decreased by 7.3% from RMB171.4 million for the
three months ended 31 March 2019 to RMB158.9 million for the three months ended 31 March 2020. Our gross
profit increased by 16.1% from RMB234.4 million for the year ended 31 December 2017 to RMB272.3 million
for the year ended 31 December 2018 and further increased by 18.6% to RMB323.0 million for the year ended
31 December 2019. Our gross profit increased by 6.4% from RMB27.6 million for the three months ended
31 March 2019 to RMB29.4 million for the three months ended 31 March 2020. Our net profit increased by
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14.3% from RMB143.2 million for the year ended 31 December 2017 to RMB163.7 million for the year ended
31 December 2018 and further increased by 6.9% to RMB175.0 million for the year ended 31 December 2019.
Our net profit increased by 169.0% from RMB4.5 million for the three months ended 31 March 2019 to
RMB12.2 million for the three months ended 31 March 2020.

OUR EDUCATION PHILOSOPHY AND APPROACH

Our fundamental education philosophy is “Empower Students with Innovative Education™ (U5 45 524 5
{i). We apply our unique TOPCARES approach to nurture future IT talent bestowed with eight types of
capabilities/skills — Technical knowledge and reasoning, Open thinking and innovation, Personal and
professional skills, Communication and teamwork, Attitude and manner, Responsibility, Ethical values, Social
values created by application practise. TOPCARES is an acronym of these eight phrases, representing our
greatest care for our students. By applying our TOPCARES approach, we aim to create value for our students by
helping them develop a promising career path that is commensurate with their expertise, which in turn generates
a good return for their families and benefits the whole society. This is the core value and ultimate goal of our

education.

OUR SERVICES

We primarily offer three types of services: (i) full-time formal higher education services, (ii) continuing
education services, and (iii) education resources and apprenticeship programme. Our three business segments
mutually support and complement with each other, and create a unique education service ecosystem. The
following table sets forth a breakdown of our revenue by type of services during the Track Record Period.

For the three months

For the years ended 31 December ended 31 March

2017 2018 2019 2019 2020

(RMB’000) (RMB’000) (RMB’000) (RMB’000) (RMB’000)

(Unaudited)
Full-time formal higher education services ....... 631,410 673,027 733,480 119,593 124,116
Continuing education services ................. 43,621 58,642 76,435 10,510 13,919
Education resources and apprenticeship
PIOZIAMME . ..o vttt et e e e e e e 56,359 121,498 148,313 41,291 20,832
Total ...... ... ... ... .. . .. ... 731,390 853,167 958,228 171,394 158,867

We offer our education services through our three universities, namely, Dalian Neusoft University of
Information (“Dalian University”) in Dalian, Liaoning province, Chengdu Neusoft University (“Chengdu
University”) in Chengdu, Sichuan province, and Neusoft Institute of Guangdong (“Foshan University”) in
Foshan, Guangdong province, and our eight training schools in six provinces. Our education resources and

apprenticeship programme services are provided by Dalian Education and a few of its subsidiaries, such as
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Shanghai Ruixiang and Tianjin Ruidao. The following table sets out a breakdown of our revenue from education

services by schools during the Track Record Period.

For the three months

For the year ended 31 December ended 31 March

2017 2018 2019 2019 2020

(RMB’000) (RMB’000) (RMB’000) (RMB’000) (RMB’000)

(Unaudited)
Dalian University ........................... 292,003 318,447 348,039 52,463 55,512
Chengdu University ......................... 190,460 188,067 194,305 33,010 35,618
Foshan University . ............ ... ... ...... 192,569 218,696 244951 42,286 39,925
Training schools ........... .. .. ... ... .... — 6,459 22,620 2,344 6,980
Total* ...... ... .. . .. 675,032 731,669 809,915 130,103 138,035

Our education resources and apprenticeship programme are not operated by our schools. As a result, the revenue breakdown by schools

does not include the revenue from our education resources and apprenticeship programme.

The following table sets out the number of students enroled in our full-time formal higher education
programmes and formal higher continuing education programmes in our three universities in the school years
presented. In addition, we offer non-formal higher continuing education services and short-term training

programmes through our three universities and our training schools.

Number of students enroled in our formal

higher education programmes for the school year

2016/2017%  2017/2018*  2018/2019*  2019/2020*

Dalian University

Full-time formal higher education programmes ............ 14,509 14,633 14,559 15,336

Formal higher continuing education programmes ........... 991 1,083 1,325 1,682
Chengdu University

Full-time formal higher education programmes ............ 10,652 10,677 10,465 11,005
Foshan University

Full-time formal higher education programmes ............ 8,853 9,296 9,120 9,725

Formal higher continuing education programmes ........... 1,761 2,575 2,448 2,320

Our school year generally ends in June or July of each year. For the purpose of calculating the number of students in each school year,
we use 31 August 2017, 2018 and 2019 as the cut-off date for the number of students in the 2016/2017 school year, the 2017/2018
school year, and the 2018/2019 school year, respectively, and 31 March 2020 as the cut-off date for the 2019/2020 school year.

Students enroled in junior college diploma programmes in our three universities decreased gradually from the
2016/2017 school year to the 2018/2019 school year because we strategically focused our resources on the
development of our bachelor degree programmes. The total number of students enroled in full-time formal higher
education programmes in our three universities decreased for the 2018/2019 school year due to the decreases in the

number of students enroled in junior college diploma programmes in our three universities, which was partially
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offset by the increases in the number of students enroled in bachelor degree programmes in our three universities. In
response to government’s policies encouraging student enrolments in higher vocational colleges and junior college
diploma programmes in 2019, we increased our student enrolments in junior college diploma programmes in the

school year of 2019/2020 and expect to further increase in future school years.

OUR STRENGTHS

We believe the following competitive strengths have been essential to our success as a leading private IT
education service provider in China and differentiate us from our competitors: (i) leading position in China’s IT
higher education service industry; (ii) our industrial background enables us to develop an education model that
closely tied to the industry demand; (iii) unique TOPCARES education approach developed to deliver our
mission of “Empower Students with Innovative Education™; (iv) strong brand awareness and high public
recognition; (v) comprehensive education services across continuing education services and education resources
and apprenticeship programme; (vi) efficient operations and resources sharing under centralised management

model; and (vii) experienced management team and high-quality teaching staff.

OUR STRATEGIES

We aim to further strengthen our position as a leading private IT higher education service provider in
China and further enhance our national reputation, building a lifelong digitalised education system centred on our
education philosophy. We intend to achieve our goal by pursuing the following key strategies: (i) grow our
student enrolments and further expand our enrolment capacity; (ii) maintain and strengthen our market-leading
position in terms of education quality and reputation; (iii) further optimise our pricing strategy and enhance our
profitability; (iv) further expand our continuing education services in particular online continuing education
services; (v) further expand our education resources and apprenticeship programme under our “3+N” business
model; and (vi) strengthen our teaching staff and optimise our employee structure.

RISK FACTORS

Our business and the Global Offering involve certain risks and uncertainties, some of which are beyond our
control and may affect your decision to invest in us and/or the value of your investment. See section “Risk
Factors” for details of our risk factors, which we strongly urge you to read in full before making an investment in
our Shares. Some of the major risks we face include: (i) our business and results of operations depend on the
level of tuition and boarding fees we are able to charge and our ability to maintain and raise tuition and boarding
fee levels, (ii) we may not be able to successfully increase the student enrolments at our universities, which may
hinder our business growth, (iii) our business has been and is likely to be materially and adversely affected by the
outbreak of COVID-19, (iv) we are subject to uncertainties brought by the recent developments of PRC Laws
relating to private education, (v) we may not be able to execute our growth strategies successfully or effectively,
which may hinder our ability to capitalise on new business opportunities, (vi) we may not be able to successfully
expand our business through acquisitions, (vii) if we determine our goodwill and other intangible assets arising
from the acquisition of Tianjin Ruidao are to be impaired, our results of operations and financial condition may
be adversely affected, and (viii) our business depends on our ability to promptly and adequately respond to

changes in market demand.
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SUMMARY OF HISTORICAL FINANCIAL INFORMATION

The following tables set forth summary financial data from our consolidated financial information for the
Track Record Period, extracted from the Accountant’s Report set out in Appendix I to this document. The
summary consolidated financial data set forth below should be read together with, and is qualified in its entirety
by reference to, the Consolidated Financial Statements in this document, including the related notes. Our
consolidated financial information was prepared in accordance with IFRS.

Summary consolidated statements of comprehensive income

For the three months

For the year ended 31 December ended 31 March

2017 2018 2019 2019 2020

(RMB’000) (RMB’000) (RMB’000) (RMB’000) (RMB’000)

(Unaudited)

Revenue .......... ... .. ... ... .. i 731,390 853,167 958,228 171,394 158,867
Costofrevenue .................c.cuiuinon.. (496,958) (580,884) (635,226) (143,760) (129,464)
Grossprofit .......... ... ... ... ... .. .. ... 234,432 272,283 323,002 27,634 29,403
Selling expenses ... ........ueuiiiniaiaan.. (9,190) (10,588)  (11,239) (1,901) (3,590)
Administrative eXpenses .. .................... (65,854)  (85,252) (109,185)  (20,042)  (18,727)
Research and development expenses . ........... (24,019)  (19,819)  (20,445) (6,131) (3,980)
Otherincome ........... ..., 74,405 65,807 71,534 15,390 17,319
Other eXpense .. ........c.oouuiiniininnenenn . (19,008)  (19,206)  (18,936) (4,202) (4,280)
Othergains .............. ... ..., 6,084 4,346 944 666 939
Operating profit ........................... 196,850 207,571 235,675 11,414 17,084
Financeincome ........... ... ... ... .. .. ..... 1,041 1,973 3,387 596 891
Finance eXpenses . ..............oeueinain... (36,308)  (38,539) (40,094) (9,353) (9,413)
Profit before income tax . .................... 161,583 171,005 198,968 2,657 8,562
Income tax (expense)/credit ................... (18,368) (7,327)  (23,953) 1,890 3,671
Profit for the year/period .................... 143,215 163,678 175,015 4,547 12,233

Attributable to owners of the Company ........ 114,818 131,991 139,213 3,661 9,706

Attributable to non-controlling interests . . ... ... 28,397 31,687 35,802 886 2,527
Non-IFRS measure:
Adjusted Net Profit) ... ... ... ............ 143,215 173,042 195,743 8,082 13,596

Attributable to owners of the Company ........ 114,818 141,355 159,941 7,196 11,069
Note:

(1) Adjusted Net Profit represents profit for the year/period plus the expenses in relation to the Listing. The use of Adjusted Net Profit has
material limitations as an analytical tool, as it does not include all items that impact our profit for the relevant year/period. See

“— Non-IFRS Measure” in this section.
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Our revenue decreased by 7.3% from RMB171.4 million for the three months ended 31 March 2019 to
RMB158.9 million for the three months ended 31 March 2020, primarily due to a decrease in revenue generated
from education resources and apprenticeship programme. Revenue generated from our education resources and
apprenticeship programme decreased by 49.5% from RMB41.3 million for the three months ended 31 March
2019 to RMB20.8 million for the three months ended 31 March 2020 primarily attributable to the decrease of
revenue from our apprenticeship programme from RMB38.8 million for the three months ended 31 March 2019
to RMB17.2 million for the same period of 2020 as we optimised our employee structure, in particular, our
engineer team, to reduce cost. For the three months ended 31 March 2020, we still primarily relied on our
engineering team to generate revenue for our apprenticeship programme and revenue derived from charging
enterprises for supplying well-trained students to such enterprises still accounted for a small portion of revenue
from our apprenticeship programme. Therefore, such decrease in the number of engineers resulted in the
decrease of revenue from our apprenticeship programme. In order to increase our student training capacity with a
reduced number of engineers and further improve the quality and effectiveness of our trainings, we applied
internet technologies in student training in our apprenticeship programme. As the number of students from other
universities and colleges in our apprenticeship programme increases in the future, we will further apply internet
technologies to increase our student training capacity and improve the effectiveness of trainings offered by our

apprenticeship programmes.

Our administrative expenses decreased by 6.6% from RMB20.0 million for the three months ended
31 March 2019 to RMB18.7 million for the three months ended 31 March 2020, primarily due to a decrease of
RMB2.2 million in Listing expenses. Our administrative expenses increased by 29.5% from RMB65.9 million
for the year ended 31 December 2017 to RMB85.3 million for the year ended 31 December 2018, primarily due
to (i) an increase in Listing expenses from nil for the year ended 31 December 2017 to RMB9.4 million for the
year ended 31 December 2018, (ii) an increase in taxes and fees from RMBS5.0 million for the year ended
31 December 2017 to RMB9.4 million for the year ended 31 December 2018, and (iii) an increase in employee
benefit expenses for our administrative staff from RMB43.3 million for the year ended 31 December 2017 to
RMBA46.6 million for the year ended 31 December 2018. The increase in taxes and fees was primarily due to
taxes and fees arising from the transfer of the legal title of certain real estate properties that Chengdu University
had been using from Chengdu Development to Chengdu University so that Chengdu University is able to manage
its school properties and operations more efficiently. The increase in employee benefit expenses was primarily

the result of the increase in headcount of our administrative staff during the same period.

Our profit for the period increased from RMB4.5 million for the three months ended 31 March 2019 to
RMBI12.2 million for the three months ended 31 March 2020. This increase is primarily attributed to (i) the
decrease in our cost of revenue and growth of our gross profit, (ii) a decrease in Listing expenses, (iii) an increase
in government grants and subsidies, as the government grants and subsidies Shanghai Ruixiang received for 2020
took place in March 2020, earlier than that for 2019, which took place in April 2019, and (iv) an increase in tax
credit due to a higher amount of deferred income tax assets we recorded for the three months ended 31 March
2020.

Our other income consisted primarily of rental income and property service and management income we

received from leasing office space in the university science park to certain cooperating enterprises, and
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government grants and subsidies. See “Financial Information — Key Components of Our Results of

Operations — Other Income” for more information.

Non-IFRS measure

To supplement our Consolidated Financial Statements which are presented in accordance with IFRS, we
also use Adjusted Net Profit as an additional financial measure. Adjusted Net Profit eliminates the effect of
certain non-recurring expense item, namely the expenses relating to the Listing. The term “Adjusted Net Profit”
is not defined under IFRS. The use of Adjusted Net Profit has material limitations as an analytical tool, as it does
not include all items that impact our net profit for the relevant years/periods. We present this financial measure
because it is used by our management to evaluate our financial performance by eliminating the impact of items
that we do not consider indicative of the performance of our business. We also believe that such non-IFRS
measure provide additional information to investors and others in understanding and evaluating our consolidated
results of operations in the same manner as they help our management and in comparing financial results across

accounting periods and to those of our peer companies.

In light of the limitations for Adjusted Net Profit, when assessing our operating and financial performance,
you should not view Adjusted Net Profit in isolation or as a substitute for our profit for the year/period or any
other operating performance measure that is calculated in accordance with IFRS. In addition, because this
non-IFRS measure may not be calculated in the same manner by all companies, they may not be comparable to

other similarly titled measures used by other companies.

The following table reconciles our Adjusted Net Profit for the years/periods presented to the most directly

comparable financial measure calculated and presented in accordance with IFRS, which is profit for the year/

period:
For the three months
For the year ended 31 December ended 31 March
2017 2018 2019 2019 2020
(RMB’000) (RMB’000) (RMB’000) (RMB’000) (RMB’000)
(Unaudited)
Profit for the year/period . . .................... 143,215 163,678 175,015 4,547 12,233
Add:
Listing exXpenses .. ...........iiuienien... — 9,364 20,728 3,535 1,363
Adjusted Net Profit . ........................ 143,215 173,042 195,743 8,082 13,596
Attributable to owners of the Company ........ 114,818 141,355 159,941 7,196 11,069
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Summary consolidated statements of financial position

As of 31 As of
As of 31 December March 31 July
2017 2018 2019 2020 2020

(RMB’000) (RMB’000) (RMB’000) (RMB’000) (RMB’000)

(Unaudited)
Current Assets
Inventories . ............oiviinininann.. 1,160 2,781 3,063 4,462 3,973
Trade and notes receivables ................ 24,103 14,592 6,148 17,108 13,625
Prepayments, deposits and other receivables . .. 160,598 45,935 45,909 48,291 40,817
Financial assets at fair value through profit or
10SS oot 2,082 87,794 50 192,660 27,410
Restrictedcash ........................... 16 13,682 10,215 11,694 4,992
Cash and cash equivalents .................. 332,558 214,834 562,882 455,013 274,340
Total currentassets ........................ 520,517 379,618 628,267 729,228 365,157
Current Liabilities
Trade and other payables . .................. 402,920 163,827 226,531 618,549 530,629
Current income tax liabilities ............... 5,430 7,214 9,210 6,586 59
Contract liabilities ........................ 411,766 449,944 489,436 349,334 117,282
BOITOWINGS .« ..o viee et 238,500 222,040 473,164 475,164 567,620
Lease liabilities .......................... 3,026 7,699 5,601 9,983 9,675
Deferredincome ........... .. ............ 34,577 37,851 40,382 42,747 50,603
Total current liabilities ..................... 1,096,219 888,575 1,244,324 1,502,363 1,275,868
Net current liabilities ...................... 575,702 508,957 616,057 773,135 910,711

As of 31 December 2017, 2018, 2019, 31 March 2020 and 31 July 2020, we had net current liabilities of
RMB575.7 million, RMB509.0 million, RMB616.1 million, RMB773.1 million and RMB910.7 million,
respectively. We had net current liabilities as of each of these dates primarily because we had a large amount of
contract liabilities and borrowings as of the end of each year/period during the Track Record Period. We
generally had a large amount of contract liabilities because we received tuition fees and boarding fees before or
at the beginning of each of the corresponding school year and recorded them initially as contract liabilities under
current liabilities. We recognise tuition fees and boarding fees as revenue proportionately over the terms of the
applicable programmes. As a result, as of the end of each year during the Track Record Period, we generally had
a large amount contract liabilities unrecognised as revenue. We had a large amount of borrowings to finance,

among other things, the expansion of our school campus and upgrade of our school facilities.
Our net current liabilities decreased from RMB575.7 million as of 31 December 2017 to RMB509.0

million as of 31 December 2018, primarily due to a decrease in trade and other payables mainly as a result of a

decrease of RMB212.8 million in borrowings from related parties while we increased borrowings from banks.
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Our net current liabilities increased from RMB509.0 million as of 31 December 2018 to RMB616.1 million as of
31 December 2019 due to the increase in current liabilities resulting primarily from an increase in current
borrowings to supplement our working capital and an increase in trade and other payables associated with our
construction of a practical training based in Dalian University. Our net current liabilities increased from
RMB616.1 million as of 31 December 2019 to RMB773.1 million as of 31 March 2020 primarily because our
trade and other payables increased from RMB226.5 million to RMB618.5 million mainly due to the
consideration payable to Neusoft Holdings of RMB362.8 million for the acquisition of Tianjin Ruidao in March
2020. Our net current liabilities increased from RMB773.1 million as of 31 March 2020 to RMB910.7 million as
of 31 July 2020, primarily because (i) our financial assets at fair value through profit or loss decreased from
RMB192.7 million to RMB27.4 million mainly as a result of our redemption of wealth management products to
supplement our working capital, (ii) our cash and cash equivalents decreased from RMB455.0 million to
RMB274.3 million mainly due to the cash outflow in operating activities, capital expenditure and payment of
consideration for acquisition of Tianjin Ruidao, and (iii) our current borrowings increased from RMB475.2

million to RMB567.6 million as we increased borrowings to supplement our working capital.

We have put in place mid-to-long term working capital sufficiency forecast mechanism and our annual
working capital sufficiency forecast is updated on a monthly basis. In addition, we monitor our cash inflows and
outflows on a daily basis. These cash position monitoring mechanisms and working capital sufficiency forecasts
allow us to timely adjust our cash positions and arrange financing activities in advance if we anticipate that there
may be a shortage of working capital in the near future. In view of the circumstances outlined in the above
paragraphs, our Directors have considered our future liquidity and performance and our available sources of
finance in assessing whether we will have sufficient financial resources to continue as a going concern. Our
Directors confirm that we will have sufficient financial resources to meet our financial obligations as they fall
due in the next twelve months by taking into account our cash flow projection and our planned capital
expenditures and capital commitments. We may have a net current liabilities position in the future and be
exposed to liquidity risks, and our business, financial condition and results of operations may be materially and
adversely affected as a result. See “Risk Factors — Risks relating to our business and our industry — We had net
current liabilities as of 31 December 2017, 2018 and 2019, and 31 March 2020, respectively” in this document.

Prepayments, deposits and other receivables decreased significantly in 2018 primarily due to (i) a decrease
of RMB109.5 million in receivables from related parties due to Reorganisation, and (ii) a decrease of RMB20.6
million in receivables due from related parties, and (iii) a decrease of RMB4.2 million in prepayment to others as
in 2018 Foshan University started to pay service fees to a supplier after the acceptance of services instead of
making prepayments in advance. The prepayments, deposits and other receivables as of 31 March 2020 and
31 December 2019 remained stable as compared to that as of 31 December 2018.

Financial assets at fair value through profit or loss increased significantly as of 31 December 2018 because
we purchased an additional amount of wealth management products from commercial banks in 2018. Such
amount decreased significantly as of 31 December 2019 because we redeemed almost all of our wealth
management products to finance our campus expansion and supplement our working capital. The financial assets
at fair value through profit or loss increased to RMB192.7 million as of 31 March 2020 because Tianjin Ruidao

had idle cash on its account and we therefore bought wealth management products using such cash.
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Trade and other payables decreased significantly in 2018 primarily due to a decrease of RMB212.8 million
in borrowings from related parties while we increased borrowings from banks. Trade and other payables
increased significantly in 2019 primarily due to an increase of RMB40.3 million in payables for purchases of
property, plant and equipment which primarily represented the construction contract price payable by Dalian
University for the construction of a practical training base. The increase in trade and other payables from
RMB226.5 million as of 31 December 2019 to RMB618.5 million as of 31 March 2020 was primarily
attributable to an increase in amount due to related parties, which represents the consideration of RMB362.8

million payable to Neusoft Holdings for the acquisition of Tianjin Ruidao.

In addition, our total equity decreased as of 31 December 2018 primarily due to (i) dividend distributions
of RMB58.9 million by certain of our subsidiaries to their shareholders, (ii) a deemed cash consideration of
RMB84.0 million to Neusoft Holdings and Tianjin Ruidao in connection with our Reorganisation, and (iii)
deemed distributions to owners of RMB108.0 million in connection with the transfer of cloud service business
and education software development business from Neusoft Holdings and Tianjin Ruidao to Dalian Yunguan.
See Note 14 and Note 26 of the Accountant’s Report in Appendix I to this document.

Summary consolidated statements of cash flow

For the three months

For the year ended 31 December ended 31 March

2017 2018 2019 2019 2020

(RMB’000) (RMB’000) (RMB’000) (RMB’000) (RMB’000)

(Unaudited)

Operating cash flows before movements in working

capital ... 317,755 310,173 343,272 38,637 47,651
Movements in working capital ................. 28,025 38,673 59,935 (114,367) (121,562)
Income tax paid . .......... ... i (2,056) (5,643)  (22,235) (4,934) (7,481)
Net cash generated from/(used in) operating

ACHVILIES . oottt 343,724 343,203 380,972 (80,664)  (81,392)
Net cash used in investing activities . ............ (67,299) (159,805) (455,430) (247,804) (116,611)
Net cash (used in)/ generated from financing

ACHVILIES vttt 4,072) (301,127) 422,502 272,302 90,100
Net (decrease)/ increase in cash and cash

equivalents . ... 272,353 (117,729) 348,044 (56,166) (107,903)
Cash and cash equivalents at beginning of the year/

period . ... 60,230 332,558 214,834 214,834 562,882
Cash and cash equivalents at the end of the year/

period . ... 332,558 214,834 562,882 158,663 455,013

We generally have net cash outflows from operating activities for the first half of a fiscal year because we
receive tuition fees and boarding fees, which account for a vast majority of our cash inflows from operating



SUMMARY

activities in a fiscal year, in the second half of a fiscal year (usually in August and September). For the first half
of a financial year (roughly the second half of a school year), we normally do not receive any tuition fees and
boarding fees, but incur costs in rendering education services to students. As a result, we normally have net cash

outflows from operating activities in the first half of a financial year.

The increase in our net cash used in investing activities in the year ended 31 December 2018 was primarily
due to (i) purchases of financial assets measured at fair value or loss of RMB939.8 million; and (ii) purchases of
property, plant and equipment of RMB70.9 million, which were partially offset by settlements of financial assets
measured at fair value through profit or loss of RMB860.2 million. In 2019, we had net cash used in investing
activities of RMB455.4 million, which was primarily attributable to (i) payment for land use right of RMB371.1
million; (ii) purchases of financial assets measured at fair value through profit or loss of RMB312.6 million; and
(iii) purchases of property, plant and equipment of RMB177.6 million, which were partially offset by settlements

of financial assets measured at fair value through profit or loss of RMB401.4 million.

Key financial ratios

As of/for the three months

As of/for the year ended 31 December ended 31 March
2017 2018 2019 2019 2020
Gross profit margin® . ..... ... . ... ... ... 32.1% 31.9% 33.7% 16.1% 18.5%
Net profit margin® . ........................ 19.6% 19.2% 18.3% 2.7% 7.7%
Returnonassets® . .......... ... ... ... .. ... 7.5% 8.7% 8.0% 0.2% 0.4%
Return on equity® . ....... ... ... .. .. ... 25.4% 28.0% 27.9% 0.8% 1.7%
Current ratio® . ... .. ... ... . 47.5% 42.7% 50.5% 25.9% 48.5%
Gearing ratio© . . ...... ... . i 103.2% 107.0% 146.4% 113.0% 152.5%
Net debt to equity ratio? .. ................... 50.2% 67.4% 67.5% 84.0% 92.4%

Notes:

(1) Gross profit margin equals our gross profit divided by revenue for the year/period.

(2)  Net profit margin equals our profit for the year/period divided by revenue for the year/period.

(3) Return on assets equals profit for the year/period divided by average assets as of the beginning and the end of the year/period.
(4)  Return on equity equals profit for the year/period divided by average equity as of the beginning and the end of the year/period.
(5)  Current ratio equals our current assets divided by current liabilities as of the end of the year/period.

(6)  Gearing ratio equals total indebtedness (the sum of interest-bearing bank loans, other borrowings and lease liabilities) divided by total
equity as of the end of the year/period.

(7)  Net debt to equity ratio equals total indebtedness (the sum of interest-bearing bank loans, other borrowings and lease liabilities) net of

cash and cash equivalents, and divided by total equity as of the end of the year/period.

Our gross profit margin decreased from 32.1% for the year ended 31 December 2017 to 31.9% for the year
ended 31 December 2018, and then increased to 33.7% for the year ended 31 December 2019. Our overall gross

profit margin remained stable between 2017 and 2018 because the growth of our low-margin apprenticeship
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programme offset the increased gross profit margin of our full-time formal higher education services resulting
from the raise of tuition fees and boarding fees. Our gross profit margin increased from 31.9% in 2018 to 33.7%
in 2019, primarily because (i) we raised tuition fee rates for our full-time formal higher education programmes,
and (ii) revenue from education resources business, which generally has a higher gross margin, accounted for a
larger portion of our total revenues in 2019. Our gross profit margin increased from 16.1% for the three months
ended 31 March 2019 to 18.5% for the three months ended 31 March 2020, primarily due to (i) the increase in
our tuition fees for our full-time formal higher education programmes, and (ii) the decrease of our revenue from
apprenticeship programme, which generally has a lower profit margin. Our gross profit margin for the first
quarter of the year is usually lower than that for the whole year, primarily because we recognise tuition fees for
our full-time formal higher education as revenue over the school year based on the school calendar, while the
cost of revenue is recognised throughout the year on a 12-month period. Since no tuition fees are recognised as
revenue during the winter vacation which typically lasts for over one month in the first quarter of the year, cost
of revenue for the corresponding period usually accounts for a larger portion of revenue for the first quarter of

the year as compared to that for the whole year.

Our net profit margin increased from 2.7% for the three months ended 31 March 2019 to 7.7% for the three
months ended 31 March 2020, primarily due to (i) the growth of our gross profit margin, (ii) a decrease in Listing
expenses, (iii) an increase in government grants and subsidies, as the government grants and subsidies Shanghai
Ruixiang received for 2020 took place in March 2020, earlier than that for 2019, which took place in April 2019,
and (iv) an increase in tax credit due to a higher amount of deferred income tax assets we recorded for the three
months ended 31 March 2020.

Our current ratio decreased from 47.5% as of 31 December 2017 to 42.7% as of 31 December 2018 due to
decreases in our cash and cash equivalents and prepayments as of 31 December 2018. Our current ratio increased
from 42.7% as of 31 December 2018 to 50.5% for the year ended 31 December 2019 due to the growth of our
current assets mainly as a result of an increase in cash generated from our operating activities in 2019. Our
current ratio decreased to 48.5% for the three months ended 31 March 2020, primarily because an increase in our
current liabilities mainly attributable to the consideration of RMB362.8 million payable to Neusoft Holdings for

the acquisition of Tianjin Ruidao.

Our gearing ratio increased from 103.2% as of 31 December 2017 to 107.0% as of 31 December 2018, and
then increased to 146.4% for the year ended 31 December 2019, due to (i) an increase in bank loans to
supplement our working capital, and (ii) a decrease in our total equity. See “Summary — Summary of historical
financial information — Summary of consolidated statements of financial position” for more information
regarding the decrease in our total equity in 2018. Our gearing ratio increased from 107.0% as of 31 December
2018 to 146.4% as of 31 December 2019, primarily due to increase in bank borrowings to supplement our
working capital and to execute our upgrade and expansion plans in 2019. Our gearing ratio increased from
146.4% for the year ended 31 December 2019 to 152.5% for the three months ended 31 March 2020, primarily

due to an increase in bank borrowings to finance our capital expenditure.

Our net debt to equity ratio increased from 50.2% as of 31 December 2017 to 67.4% as of 31 December

2018 primarily due to the decrease in our cash and cash equivalents as of 31 December 2018. Our net debt to

14 —
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equity ratio stayed stable as 67.5% for the year ended 31 December 2019. Our net debt to equity ratio increased
to 92.4% for the three months ended 31 March 2020, primarily due to an increase in bank borrowings to finance

our capital expenditure and decrease in our cash and cash equivalents to maintain our business operations.

OUR CORPORATE STRUCTURE

Contractual Arrangements

Our Company operates in industries that are subject to foreign investment restrictions under current PRC
Laws. To comply with these PRC Laws, we do not hold equity interest, or sponsor interest, in our Consolidated
Affiliated Entities. Rather, we control these entities through Contractual Arrangements entered into on 21 June
2019 and are entitled to all of the economic benefits derived from their operations in proportion to our indirect
shareholding interest in our JV. For more details on the Contractual Arrangements, see “Contractual

Arrangements.”

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

Company
80.82%
v Registered
| Shareholder®

Management
Service fees and .

consulting

services

Consolidated Affiliated Entities

Notes:

(1) “—” denotes direct legal and beneficial ownership in: (a) the equity interests of our Operating Entity and other entities within the
Consolidated Affiliated Entities, and (b) the sponsor interests in our universities.

(2)  “--»” denotes the contractual relationship.

(3) “---" denotes control by our JV over the Registered Shareholder and Consolidated Affiliated Entities under the Contractual
Arrangements through: (a) powers of attorney to exercise all of the Registered Shareholder’s rights in our Operating Entity and our
universities; (b) exclusive options to acquire all or part of the Registered Shareholder’s equity interest in our Operating Entity and

sponsor interests in our universities; and (c) equity pledge over the Registered Shareholder’s equity interest in our Operating Entity.

(4)  See the notes to “Corporate structure before the Reorganisation” and Notes 8 to 12 to “Corporate structure before the Global Offering”

in “History, Reorganisation and corporate structure — Corporate structure.”
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OUR SHAREHOLDERS

Our Controlling Shareholders

Immediately following the Global Offering, each of Dr. J. Liu and Neusoft Holdings (along with its
subsidiaries, Neusoft International, Dongkong First and Dongkong Second) will become our Controlling
Shareholders. Following the Global Offering and presuming the Assumptions, Dr. J. Liu will hold approximately
37.88% (through beneficially controlled entities and the Irrevocable Voting Proxies) and Neusoft Holdings will
hold approximately 37.12% (through beneficially controlled entities) in our Company. See “Relationship with

our Controlling Shareholders™ and ““Substantial shareholders” for further information.

Prior to the Global Offering and as part of our Reorganisation, with a view to increasing operational
efficiency and stream-lining the decision-making process, each of our Proxy Grantors (none of which is a
substantial shareholder as defined under the Listing Rules) granted an Irrevocable Voting Proxy in favour of Dr.
J. Liu, pursuant to which, Dr. J. Liu is entitled to the voting rights attached to all of the Shares held by the

respective Proxy Grantor. See “Substantial shareholders” for further information.

OFFERING RELATED INFORMATION

Global Offering

Our Global Offering consists of:

(a) Hong Kong Public Offering: of initially 16,667,200 Offer Shares (subject to reallocation) in Hong
Kong as described in “Structure of the Global Offering — The Hong Kong Public Offering”’; and

(b) International Offering: of initially 150,000,000 Offer Shares (subject to reallocation and the Over-
allotment Option), (a) in the United States to QIBs in reliance on Rule 144A or another available
exemption; and (b) outside the United States in reliance on Regulation S (including to professional
and institutional investors in Hong Kong) as described in “Structure of the Global Offering — The

International Offering.”

The Offer Shares will represent approximately 25% of our Company’s total issued share capital
immediately following the Global Offering (presuming the Assumptions).

After performing sufficient due diligence work which our Directors consider appropriate and after due and
careful consideration, our Directors confirm that, up to the date of this document, except as disclosed above,
there has been no material adverse change in our financial or trading position or prospects since 31 March 2020,
being the end date of the periods reported on in the Accountant’s Report in Appendices I and II, and there is no
event since 31 March 2020 that would materially affect the information as set out in the Accountant’s Report in
Appendices I and II.
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Offering Statistics

Our offering statistics is summarised below. This is based on the assumptions that the Global Offering has

been completed and 166,667,200 Shares are issued thereunder.

Based on an Offer Price Based on an Offer
of HK$5.18 per Offer Price of HK$6.22 per
Share Offer Share
Market capitalisation of our Shares® .. ....................... HK$3,453.3 million HK$4,146.7 million
Unaudited pro forma adjusted consolidated net tangible assets per
Share® ... e HK$ 1.73 HKS$ 1.98
Notes:

(1)  The market capitalisation is calculated based on 666,667,200 Shares expected to be in issue immediately upon completion of the Global

Offering (presuming the Assumptions).

(2)  The unaudited pro forma adjusted consolidated net tangible assets of our Group per Share attributable to our Company’s owners as of
31 March 2020 is calculated based on 666,667,200 Shares in issue immediately following the Global Offering (presuming the

Assumptions).

Listing expenses

We expect to incur a total of approximately RMB113.6 million (equivalent to approximately HK$128.8
million) of Listing expenses in relation to the Global Offering (assuming an Offer Price of HK$5.70 per Offer
Share, being the mid-point of our Offer Price Range of HK$5.18 to HK$6.22 per Offer Share, and assuming the
Over-allotment Option is not exercised), of which approximately RMB9.4 million and RMB20.7 million have
been charged to our consolidated statement of comprehensive income for the year ended 31 December 2018 and
2019, respectively, and approximately RMB46.1 million is expected to be charged to our consolidated statement
of comprehensive income for the year ending 31 December 2020, and approximately RMB37.4 million is
directly attributable to the issue of the Shares to the public and to be capitalised. The listing expenses mainly
represent professional fees paid and payable to the professional parties in relation to the Global Offering,
including underwriting commissions, but excluding discretionary bonus. The listing expenses above are the best
estimate as of the Latest Practicable Date and for reference only and the actual amount may differ from this
estimate. We do not expect these listing expenses to have a material impact on our results of operations in 2020.

Use of proceeds

We estimate that we will receive gross proceeds from the Global Offering of approximately HK$950.0
million and net proceeds from the Global Offering of approximately HK$821.2 million after deducting
underwriting commission and other estimated expenses paid and payable by us in the Global Offering (without
deducting any additional discretionary incentive fee), assuming an Offer Price of HK$5.70 per Share, being the
mid-point of the indicative Offer Price Range of HK$5.18 to HK$6.22 per Share (assuming the Over-allotment

Option is not exercised). We expect to incur a total of RMB113.6 million (equivalent to approximately
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HKS$128.8 million) of Listing expenses, accounting for approximately 13.6% of our gross proceeds from the
Global Offering. We intend to use the net proceeds we will receive from the Global Offering for the following

purposes:
Use of proceeds % of net proceeds HKS$ million
Upgrading our existing school facilities and expanding our campus ............ 50% 410.6

Acquisition of other universities/colleges in China to expand our school

NetWOIK . . 20% 164.2
Repay bank loans . . ... ... .. 20% 164.2
Supplement working capital and general business operations ................. 10% 82.2
DIVIDEND

We do not have any specific dividend policy such as pre-determined dividend payout ratio. Any amount of
dividends we pay will be at the discretion of our Directors and will depend on our future operations and earnings,
capital requirements and surplus, general financial condition, contractual restrictions and other factors which our
Directors consider relevant. Any declaration and payment as well as the amount of dividends will be subject to
our constitutional documents and the Cayman Companies Law. Our Shareholders in a general meeting may
approve any declaration of dividends, which must not exceed the amount recommended by our Board. No
dividend shall be declared or payable except out of our profits and reserves lawfully available for distribution.
Our future declarations of dividends may or may not reflect our historical declarations of dividends and will be at
the absolute discretion of the Board. No matter whether we choose to register our schools as for-profit private
schools or non-profit private schools, it will not affect our dividend declaration decision. No dividend had been
paid or proposed by our Company during the Track Record Period and up to the Latest Practicable Date. There is
no assurance that dividends of any amount will be declared to distributed in any year. See “Financial Information

— Dividend” for more information.

During the Track Record Period, Tianjin Ruidao (relating to the provision of education software
development business transfer to our Group), Dalian Yunguan and Dalian Education declared and paid dividends
to their respective shareholders. See Note 14 to the Accountant’s Report in Appendix I for further details. When
the dividends were declared and paid, these entities had sufficient retained earnings available for dividend

distribution, which was in compliance with the PRC Company Law.
IMPACT OF COVID-19
Impact of COVID-19 on our business operations
The outbreak of COVID-19 has negatively affected our business. After the outbreak of COVID-19 in early
2020, we temporarily closed our schools and were not allowed to reopen our schools before receiving local

provincial government’s further notice. After the second semester of the 2019/2020 school year started, our three

universities offered nearly all instruction through online modality. Our training schools have also been offering
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training services online since February 2020. Despite a vast majority of our courses can be taught online, we
cannot guarantee you that teaching courses online can be as effective as teaching courses offline. See “Risk
Factors — Risks relating to our business and our industry — Our business has been and is likely to be materially
and adversely affected by the outbreak of COVID-19.” Since our students did not live on campus for the second
semester of the 2019/2020 school year, we decided to refund the boarding fees to our students in the three
universities and Neusoft Training School. The total amounts of boarding fee refund were RMB15.3 million for
Dalian University, RMB10.0 million for Foshan University, RMB3.7 million for Chengdu University and
RMB1.7 million for Neusoft Training School. As of the Latest Practicable Date, Dalian University, Foshan
University and Neusoft Training School had refunded almost all the boarding fees to be refunded, and Chengdu
University had refunded approximately 20% of the boarding fees to be refunded. The remaining portion of
boarding fees to be refunded will be refunded in the near future.

Normal economic life throughout China was sharply curtailed amid COVID-19 pandemic. Our short-term
training services for individual customers, which was operated by Tianjin Ruidao prior to the acquisition in
March 2020, also experienced a decline in the number of students enroled in our short-term training programmes
from 852 in the first quarter of 2019 to 536 in the first quarter of 2020, primarily due to (i) our inability to
conduct in-campus marketing and promotional activities as a result of temporary campus closures, and (ii) our
inability to offer face-to-face course instruction which negatively affected individual customers’ willingness to
take our training courses. Such decrease in the number of students enroled also negatively affected Tianjin
Ruidao’s revenue from providing short-term training services to individual customers for the three months ended
31 March 2020, which together with the fact that the provision of innovation and entrepreneurial education
service to higher education institutions by Tianjin Ruidao usually happens in the second half of a calendar year,

are the primary reasons for Tianjin Ruidao to have a net loss for the three months ended 31 March 2020.

In addition, the operation of our education resources business was negatively affected by COVID-19
pandemic due to the travel restrictions across China and remote working arrangements of our business partners,
which restricted our ability to develop new business. Without taking into account our acquisition of Tianjin
Ruidao, operating results of our education resources business for the three months ended 31 March 2020 were
negatively affected due to COVID-19 pandemic. If the spread of COVID-19 cannot be fully controlled or
continues for longer, however, operating results of our education resources business may be materially and
adversely affected.

Further, as COVID-19 has become a global pandemic, our international programmes are also adversely
affected. See “Risk Factors — Risks relating to our business and our industry — We rely, in part, on foreign
education institutions to provide our international programmes abroad. Accordingly, our business and results of
operations are partially dependent on our ability to maintain our relationships with our partner schools” for more
information. If the spread of COVID-19 in other countries and regions cannot be effectively controlled, our
international programmes for the next school year would be materially and negatively affected. Student
admission and business development usually require travels and site visits. If COVID-19 pandemic drags on for
longer, we may not be able to effectively carry out student admission marketing activities for the next school
year, cooperate with our business partners and develop new business opportunities in the future. See the section

headed “Business — Impact of COVID-19 on our business operations” for more information.
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Our Directors confirm that the outbreak of COVID-19 have had a negative impact on our business
operations in the short run as (a) our universities and training schools were temporarily closed for a period of
time; (b) students of our universities and training schools had to take courses online; (c) the number of students
enroled in Tianjin Ruidao’s short-term training programmes experienced decline in the first quarter of 2020; (d)
we have to refund boarding fees of approximately RMB30.7 million to our students; (e) our international
programmes for the second semester of the 2019/2020 school year were cancelled or delayed; and (f) the
operation of our education resources business was negatively affected due to the travel restrictions across China.
However, it is unlikely for COVID-19 to have a material adverse impact on our continuing business operations
and sustainability in the long run as (i) we are able to provide education services online and students can attend
classes without physically present at our universities or training schools, which will mitigate the negative impact
of COVID-19 on our business operations; (ii) as of the Latest Practicable Date, all of our three universities had
reopened and our training schools also began to gradually offer offline training services starting from late June
2020; (iii) our major source of revenue, tuition fee income from our fundamental business full-time formal higher
education services has not been affected by COVID-19; and (iv) we have sufficient cash and cash equivalents to

maintain our business operations.

The latest development of COVID-19 and resumption of our business operations

As of the Latest Practicable Date, the spread of COVID-19 in the provinces where we have business
operations were under control. As of the Latest Practicable Date, our three universities had reopened. Starting
from the end of June, our training schools gradually resumed offering courses offline. Our subsidiaries operating
education resources and apprenticeship programmes gradually resumed offline work since February 2020. As of
the Latest Practicable Date, we were not aware of any incidents where our employees, including our teachers,
failed to perform their reporting duty in relation to COVID-19.

If there are any COVID-19 resurgences in the places where we have business operations, we will follow
government’s instructions and resume, when necessary, our previous business arrangements during the spread of
COVID-19 earlier this year, which include, without limitation, (i) offering face-to-face instruction through online
by using our proprietary “Neusoft Blended Teaching Platform”, “Neusoft MOOC Platform” and “Neusoft
Practical Training Project Platform” as well as other third-party products, and our employees may also have to
follow remote working arrangements; and (ii) communicating with our suppliers, clients and other business
partners to find out feasible alternatives such as through online meeting and communication to ensure that
existing business cooperation can be continued. In addition, our business contingency plan includes a set of
precautionary measures to maintain a hygiene working, teaching and living environment. See “Business —

Health and safety matters” for further details.

While many of the restrictions on movement within China had been relaxed as of the Latest Practicable
Date, there is great uncertainty as to the future progress of the disease. Currently, there is no vaccine or specific
anti-viral treatment for COVID-19. Relaxation of restrictions on economic and social life may lead to new cases
which may lead to the reimposition of restrictions. Our business and financial performance have been negatively
affected by the outbreak of coronavirus in China since the beginning of 2020, and this is likely to continue

throughout the current year, if not longer.
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Costs incurred on precautionary measures and our financial viability

As of 30 June 2020, we had incurred approximately RMB1.1 million for taking precautionary measures to
prevent the spread of the COVID-19.

In the event that we have to temporarily suspend part of our business operations due to the COVID-19
pandemic, based on the following assumptions, we estimate our existing financial resources as of 30 June 2020
are sufficient for our necessary operations and support our financial viability for at least 1.5 years till the end of
2021 in the worst case scenario. Our key assumptions include: (i) approximately 10% of the net proceeds from
the Global Offering is going to be used to supplement our working capital; (ii) we maintain the tuition fee rates
of the 2020/2021 school year and do not increase student enrolments or tuition fee rates for our full-time formal
higher education programmes, nor will we receive any boarding fees for our full-time formal higher education
programmes; (iii) our annual revenue from continuing education services and education resources and
apprenticeship programme (including the revenue from Tianjin Ruidao) will decrease by 50% compared with
that in 2019; (iv) our annual costs and operating expenses will remain the same as that in 2019 to maintain our
operations; (v) our upgrade and expansion plan is delayed and there is no further increase in our capital
expenditure; (vi) there will be no further internal or external financing from our Shareholders or financial
institutions, and we will repay our bank loans according to the repayment schedule; and (vii) no dividends will be
declared and paid. The abovementioned analysis is for illustrative purpose only and our Directors estimate that
the likelihood of such situation is remote. The actual impact caused by the outbreak of COVID-19 will depend on
its subsequent development, and therefore it is possible that the negative impact of COVID-19 on our Group in

the future may be more severe than our estimation and assessment.

In the event that we have to completely suspend all of our business operations and do not generate any
revenue from our business operations due to the COVID-19 pandemic, we estimate, based on the following
assumptions, our existing financial resources as of 30 June 2020 are sufficient for maintaining minimum
necessary operations and support our financial viability for at least till the end of 2020 in the worst case scenario.
Our key assumptions include: (i) we generate no revenue after 30 June 2020; (ii) approximately 10% of the net
proceeds from the Global Offering is going to be used to supplement our working capital; (iii) suspending all
payments relating to employee salary and benefits, and incurring only minimum necessary costs and operating
expenses to maintain operations, which is equal to 5% of the annual costs and operating expenses in 2019; (iv)
our upgrade and expansion plan is delayed and there is no further increase in our capital expenditure; (v) there
will be no further internal or external financing from our Shareholders or financial institutions, and we will repay
our bank loans according to the repayment schedule; and (vi) no dividends will be declared and paid. However,
our Directors believe that the likelihood of such situation is extremely remote, because (i) the spread of the
coronavirus has been contained in the locations where we operate and our business operations have resumed
normal, (ii) we have already received tuition fees and boarding fees in August 2020 from students enrolled for
the 2020/2021 school year, and (iii) even if the number of confirmed cases spikes again, we can resume our

previous online instruction arrangement.
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RECENT DEVELOPMENTS

For the six months ended 30 June 2020, we generated revenue of RMB439.6 million, representing a
decrease of 3.4% compared with the revenue we generated for the six months ended 30 June 2019. Such decrease
was due to (i) a decrease in revenue from boarding fees for the six months ended 30 June 2020 as we made
provisions for boarding fee refund to students of RMB23.9 million for the six months ended 30 June 2020, and
(i) a decrease in revenue from our apprenticeship programme as we optimised our employee structure, in
particular, our engineer team, to reduce cost. For the six months ended 30 June 2020, we still primarily relied on
our engineering team to generate revenue for our apprenticeship programme. Revenue derived from charging
enterprises for supplying well-trained students to such enterprises still accounted for a small portion of revenue
from our apprenticeship programme during the six months ended 30 June 2020. Therefore, such decrease in the
number of engineers resulted in the decrease of revenue from our apprenticeship programme. In order to increase
our student training capacity with a reduced number of engineers and further improve the quality and
effectiveness of our trainings, we applied internet technologies in student training in our apprenticeship
programme. As the number of students from other universities and colleges in our apprenticeship programme
increases in the future, we will further apply internet technologies to increase our student training capacity and
improve the effectiveness of trainings offered by our apprenticeship programmes. Such decrease was partially
offset by an increase in tuition fees we received for the 2019/2020 school year due to increased tuition fee rates
and the consolidation of Tianjin Ruidao’s revenue into our Group’s revenue, which mainly contributed to the
increases in revenues from continuing education services and provision of education resources. For the six
months ended 30 June 2020, we had gross profit of RMB157.0 million, representing a decrease of 3.0%
compared with the gross profit we had for the six months ended 30 June 2019. Such decrease was primarily
caused by a decrease in revenue we generated for the six months ended 30 June 2020. Our revenue and gross
profit for the six months ended 30 June 2020 as set out above have been extracted from our unaudited interim
condensed consolidated financial information as of and for the six months ended 30 June 2020, which has been
reviewed by our reporting accountant in accordance with the International Standard on Review Engagements
2410 “Review of Interim Financial Information Performed by the Independent Auditor of the Entity” issued by

the International Auditing and Assurance Standards Board.

We expect our administrative expenses to increase in 2020 due to the expenses incurred in relation to the
Listing. We also expect to incur in 2020 share-based compensation for the options we plan to grant in 2020. As a
result, our net profit in 2020 might be materially and negatively affected by such increased Listing expenses and

the share-based compensation.

Our Directors confirm that, as of the Latest Practicable Date, other than disclosed above, there had been no
material adverse change in the financial condition or prospects of our Group since 31 March 2020 (being the date
on which the latest audited consolidated financial information of our Group was prepared) and there had been no
event since 31 March 2020 and up to the date of this document that could materially affect the information
shown in our Consolidated Financial Statements included in the Accountant’s Report in Appendix I to this

document.
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Unless the context otherwise requires, the following terms shall have the following meanings. Certain

technical terms are explained in “Glossary of technical terms.”

“%”

“Accountant’s Report”

“Adjusted Net Profit”

“affiliate”

“Alpine Electronics”

“Apex Venture”

“Application Form(s)”

“Articles” or ““Articles of Association”

“associate(s)”

“Assumptions”

“Audit Committee”

“Board”

per cent

the report prepared by PricewaterhouseCoopers as set out in

Appendix [

a non-IFRS measure that eliminates the effect of certain non-recurring
items from our profit for the year. See “Financial Information —
Non-IFRS Measure”

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

common control with such specified person

Alpine Electronics, Inc., a company incorporated under the laws of
Japan and a wholly-owned subsidiary of Alps Alpine Co., Ltd. (a
company listed on the Tokyo
TSE-67700)), and a Shareholder

stock exchange (stock code:

Apex Venture Holdings, Inc., a company incorporated under the laws
of the United States and a Shareholder

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

the articles of association of our Company conditionally adopted on
11 September 2020 with effect from the Listing Date, as amended
from time to time, a summary of which is set out in “Summary of the
constitution of our Company and Cayman Companies Law” in
Appendix IV

has the meaning ascribed thereto under the Listing Rules

assuming that the Over-allotment Option and options granted under
the Pre-IPO Share Incentive Scheme are not exercised, and no options

are granted under the Post-IPO Share Incentive Scheme

the audit committee of the Board

the board of directors of our Company
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“business day”

‘6BVI”
“CAGR”

“Cayman Companies Law”

“CCASS”

“CCASS Clearing Participant”

“CCASS Custodian Participant”

“CCASS Investor Participant”

“CCASS Participant”

“Century Bliss”

“Chengdu Development”

“Chengdu University”

“China” or ‘“the PRC”

“close associate”

“Companies Ordinance”

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

business
British Virgin Islands
compound annual growth rate

the Companies Law, Cap. 22 (Law 3 of 1961, as consolidated and

revised) of the Cayman Islands

the Central Clearing and Settlement System established and operated
by HKSCC

a person admitted to participate in CCASS as a direct clearing

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

a person admitted to participate in CCASS as an investor participant

who may be an individual or joint individuals or a corporation

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

Century Bliss International Limited, a company incorporated under
the laws of the BVI with limited liability and a Shareholder

Chengdu Neusoft Information Technology Development Co., Ltd.
(BUHR RS B4 9T 38 R G R/ w]), the majority school sponsor for
Chengdu University, and a company incorporated under PRC Laws
on 8 July 2002 and a wholly-owned subsidiary of our Operating
Entity

Chengdu Neusoft University (B #FH#EBt), established in 2003, and

one of the higher education schools operated by our Group

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

has the meaning ascribed to it under the Listing Rules
Companies Ordinance (Chapter 622 of the Laws of Hong Kong), as

amended, supplemented or otherwise modified from time to time

o4
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“Companies (Winding Up and
Miscellaneous Provisions)
Ordinance”

“Company”’, “our Company”, or ‘“the
Company”

“Company Secretary” or “Company
Secretaries”

“Compliance Adviser”

“connected person(s)”’

“connected transaction(s)”

“Consolidated Affiliated Entity” or
“Consolidated Affiliated Entities”

“Consolidated Financial Statements”

“Contractual Arrangements”

“Controlling Shareholder(s)”

“Dalian Education”

“Dalian Kang Ruidao”

“Dalian Siwei”

Companies (Winding Up and Miscellaneous Provisions) Ordinance
(Chapter 32 of the Laws of Hong Kong), as amended, supplemented

or otherwise modified from time to time

Neusoft Education Technology Co. Limited (F##H Rl A BRA D),
an exempted company with limited liability incorporated under the

laws of the Cayman Islands on 20 August 2018

Ms. HE Jing and Ms. MAK Po Man Cherie, or any one of them, each
of whom is a company secretary of our Company

Somerley Capital Limited (7 & FIfl & A B2 7)
has the meaning ascribed to it under the Listing Rules
has the meaning ascribed to it under the Listing Rules

entities controlled by the Company through the Contractual
Arrangements and considered as our subsidiaries

the audited consolidated financial statements of our Group for the
years ended 31 December 2017, 2018 and 2019 and the three months
ended 31 March 2020, as included in Appendix I as a copy of the

Accountant’s Report

the contractual arrangements entered into by our Group as described

in “Contractual Arrangements”

has the meaning ascribed to it under the Listing Rules, and unless the
context otherwise requires, to the persons listed in “Relationship with
our Controlling Shareholders”, namely Dr. J. Liu and Neusoft
Holdings (together ~with Neusoft Holdings” wholly-owned
subsidiaries Neusoft International, Dongkong First and Dongkong
Second)

Dalian Neusoft Education Technology Group Co. Limited (A% ##k
BERHEEARAT, formerly known as HIKAF R (K#) A
P22 F]), a company incorporated under PRC Laws on 3 August 2018

and a wholly-owned subsidiary of our JV

Dalian Kang Ruidao Management Consulting Centre (Limited
Partnership) CK# RS HEHF.0 (ARAE) )

Dalian Neusoft Siwei Technology Development Co., Ltd. (% 8T
MERHR S AT FRA D)



DEFINITIONS

“Dalian Technology”

“Dalian University”

“Dalian Yunguan”

“Dalian Zengdao”

“Director(s)”

“Dongkong First”

“Dongkong Second”

“Dr. J. Liu” or “Chairperson”

“Dr. Qu”

“Dr. S. Liu”

“Dr. Wang”

“Dr. Wen”

“Dr. Yang”

“Dr. Zhang”

“Extreme Conditions”

Dalian Neusoft Technology Development Co., Ltd. (K HC#icR}H 5§
JEATBR 23 A]), a company incorporated under PRC Laws on 10 October
2013 and a wholly-owned subsidiary of our JV

Dalian Neusoft University of Information (K s#k{5 EE L),
established in 2004, and one of the higher education schools operated
by our Group

Dalian Yunguan Information Technology Co., Ltd. (K#ZEEEE
fliABR7/A7]), a company incorporated under PRC Laws on

19 February 2013 and a wholly-owned subsidiary of our JV

Dalian Zengdao Management Consulting Centre Limited Partnership

ORHHE A B O (ARG )

the director(s) of our Company

Dongkong Education First Investment Inc. CGREEHEFH —HEHR L
A]), a company incorporated under the laws of the BVI and a
Controlling Shareholder

Dongkong Education Second Investment Inc. (R¥EHH 55 & A R
/vH]), a company incorporated under the laws of the BVI and a

Controlling Shareholder

LIU Jiren (#/8%{=), our Chairperson, Director and a core founding

member of our Group

QU Daokui ({3 %), our Director

LIU Shulian (#/3#), our Director

WANG Weiping (£#F), our Director

WEN Tao (ift##), our Director

YANG Li (##), our Director

ZHANG Yinghui (5&#E#E), our Director

extreme conditions caused by a super typhoon as announced by the
government of Hong Kong, or any extreme conditions or events, the

occurrence of which causes serious interruption to the ordinary course

business operations in Hong Kong



DEFINITIONS

“FIL!’

“Foshan Development”

“Foshan University”

“Foshan Yunguan”

“Frost & Sullivan”

“Frost & Sullivan Report”

‘GFYS’
“GAAP”

“GAPP”

“Global Offering”

“Governmental Authority”

“GREEN Application Form(s)”

the Foreign Investment Law (*'# A\ [RILF SR E %) enacted by
the 2nd session of the 13 National People’s Congress on 15 March
2019

Foshan Nanhai Neusoft Information Technology Development Co.,
Ltd. (L 77 g i SRR 5 BRI R A BN A]), the majority  school
sponsor for Foshan University, and a company incorporated under
PRC Laws on 8 January 2002 and a wholly-owned subsidiary of our
Operating Entity

Neusoft Institute, Guangdong (/& # # k& r), established in 2003,
and one of the higher education schools operated by our Group

Foshan Yunguan Information Technology Co., Ltd. (ff 1l Z#8l5 B4
i M2 ), a company incorporated under PRC Laws on 24 June
2016 and a wholly-owned subsidiary of Dalian Yunguan

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

an industry report prepared by Frost & Sullivan which was
commissioned by us in relation to, among other things, the private
higher education industry in the PRC

financial year ended 31 December, being our financial year end
generally accepted accounting principles

the General Administration of Press and Publication ([ i fit 42
%), which merged into the State Administration of Press,
Publication, Radio, Film and Television (%% M & iU & 447) in
2013 and separated to be the State Administration of Press and
Publication (% #7 [ thi it %) in 2018

the Hong Kong Public Offering and the International Offering

any governmental, regulatory, or administrative commission, board,
body, authority, or agency, or any stock exchange, self-regulatory
organisation, or other non-governmental regulatory authority, or any
court, judicial body, tribunal, or arbitrator, in each case whether
national, central, federal, provincial, state, regional, municipal, local,

domestic, foreign, or supranational

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



DEFINITIONS

“Group”’ “We”, ‘6us”’ or ‘60ur”

“HK eIPO White Form ”

“HK eIPO White Form Service
Provider”

“HKICPA”

“HKSCC”

“HKSCC Nominees”

“Hong Kong” or “HK”

“Hong Kong dollars” or “HK$”

“Hong Kong Public Offer Shares”

“Hong Kong Public Offering”

99

“Hong Kong Share Registrar

“Hong Kong Underwriters”

“Hong Kong Underwriting
Agreement”’

our Company and its subsidiaries (including our Consolidated
Affiliated Entities) from time to time or, where the context requires,
in respect of the period prior to our Company becoming the holding
company of its present subsidiaries, such subsidiaries as if they were

subsidiaries of our Company at the relevant time

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

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

www.hkeipo.hk

The Hong Kong Institute of Certified Public Accountants

Hong Kong Securities Clearing Company Limited, a wholly-owned
subsidiary of Hong Kong Exchanges and Clearing Limited

HKSCC Nominees Limited, a wholly-owned subsidiary of HKSCC

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

Hong Kong dollars, the lawful currency of Hong Kong

the 16,667,200 Shares initially being offered for subscription in the
Hong Kong Public Offering (subject to reallocation as described in
“Structure of the Global Offering”)

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

Tricor Investor Services Limited

the underwriters of the Hong Kong Public Offering as listed in

“Underwriting — Hong Kong Underwriters”

the underwriting agreement, dated 15 September 2020, relating to the
Hong Kong Public Offering, entered into among, inter alia, the Joint
Global Coordinators, the Hong Kong Underwriters and our Company,
as further described in “Underwriting — Underwriting arrangements
and expenses — Hong Kong Public Offering”



DEFINITIONS

“IFRS”

“Independent Third Party” or
“Independent Third Parties”

“International Offer Shares”

“International Offering”

“International Underwriters”

“International Underwriting
Agreement”’

S‘IPO App”

“Irrevocable Voting Proxies”

“Joint Bookrunner(s)”’

“Joint Global Coordinator(s)”

International Financial Reporting Standards, as issued from time to

time by the International Accounting Standards Board

any entity or person who is not a connected person of our Company
within the meaning ascribed to it under the Listing Rules

the 150,000,000 Shares being initially offered for subscription under
the International Offering together, where relevant, with any
additional Shares that may be sold pursuant to any exercise of the
Over-allotment Option, subject to reallocation as described in
“Structure of the Global Offering”

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

the underwriters of the International Offering

the international underwriting agreement relating to the International
Offering and expected to be entered into by, among others, our
Company, the Joint Global Coordinators and the International
Underwriters on or about the date of the Price Determination
Agreement, as further described in “Underwriting — Underwriting
arrangements and expenses — International Offering”

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

www.tricorglobal.com/IPOApp

voting proxy arrangements granted by each of Century Bliss, Alpine
Electronics and Apex Venture, to Dr. J. Liu in respect of voting rights
attached to our Shares, and each of the arrangements, an
“Irrevocable Voting Proxy.” See “Relationship with our Controlling
Shareholders — Irrevocable Voting Proxies” for further information

the joint bookrunner(s) of our Company set out in “Directors and
parties involved in the Global Offering”

the joint global coordinator(s) of our Company set out in “Directors
and parties involved in the Global Offering”



DEFINITIONS

“Joint Lead Manager(s)”’

“JV” or “Neusoft Ruixin”

“Kang Ruidao”

“Kang Ruidao First”

“Latest Practicable Date”

“Laws”

“Listing”

“Listing Date”

“Listing Rules”

“Main Board”

“MCA”

“Memorandum’ or “Memorandum of

Association”

the joint lead manager(s) of our Company set out in “Directors and
parties involved in the Global Offering”

Dalian Neusoft Ruixin Technology Development Co. Limited (K#i#
REHRHE B EABR/AF]), a company incorporated under PRC Laws
on 17 May 2019 and a joint venture owned by our Company (as to
80.82%) and the Minority JV Shareholders (as to 19.18%)

Kang Ruidao International Investment Inc. (HE%#E M EHFRA
A]), a company incorporated under the laws of the BVI and a
substantial shareholder

Kang Ruidao Education First Investment Limited, a company
incorporated under the laws of the BVI and a substantial shareholder

8 September 2020, being the latest practicable date for ascertaining

certain information before the publication of this document

means all laws, statutes, legislation, ordinances, rules, regulations,
guidelines, opinions, notices, circulars, directives, requests, orders,
judgments, decrees, interpretations or rulings of any Governmental
Authority (including the Stock Exchange and the SFC) of all relevant

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

the date, expected to be on or about 29 September 2020, on which the
Shares are listed and on which dealings in the Shares are first
permitted to take place on the Stock Exchange

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

modified from time to time

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

Ministry of Civil Affairs of the People’s Republic of China (FF3E A R
FEFN ] BT

the memorandum of association of our Company conditionally

adopted on 11 September 2020, with effect from the Listing Date, as

amended from time to time



DEFINITIONS

“MIIT”

“Ministry of Education” or “MOE”

“Minority JV Shareholders”

“MOC”

SCMOF”

‘GMOJS b
“Mr. Rong”
“Mr. Zimmer”

“NDRC”

“Neusoft Corporation”

“Neusoft Education BVI”

“Neusoft Education Chengdu”

“Neusoft Education HK”

“Neusoft Electronic Press”

Ministry of Industry and Information Technology of the PRC (#3 A
RILAMBE T2EMERILH)  (formerly known as  Ministry of

Information Industry)

Ministry of Education of the People’s Republic of China (1 #E A 3L
HEH )

PICC Life Insurance Company Limited (4B A R AFEOR A0 R A
A]), Northeastern University Science & Technology Industry Group
Co., Ltd. CRIKRERFEREEMARAF), and PICC Health
Insurance Company Limited (7B A R g FE R B i 43 A BRA 7))

Ministry of Commerce of the People’s Republic of China (# 3 A K3
GUEEES )

Ministry of Finance of the People’s Republic of China (##E A R 3LAN
HAECET)

Ministry of Justice of the PRC (H #& A E LA 7] 753%5)
RONG Xinjie (45 f), our Director
Klaus Michael ZIMMER, our Director

National Development and Reform Commission of the PRC (13 A
RN ] o] 2 3 e A o 2 22 B )

Neusoft ~ Corporation — CREMLEIKMBARAR), a  company
incorporated under PRC Laws on 17 June 1991, which is listed on the
Shanghai Stock Exchange (security code: 600718) on 18 June 1996

Neusoft Education Technology (BVI) Co. Limited H#k# &R (3
JEHERIEE) A FR/AT], a company incorporated under the laws of the
BVI on 6 September 2018 and a wholly-owned subsidiary of our
Company

Chengdu Neusoft Education Technology Group Co. Limited (H##
HRHE (L) ABRAT), a company incorporated under PRC Laws
on 26 April 2019 and a wholly-owned subsidiary of our JV

Neusoft Education Technology (HK) Co. Limited H##HERHE (F
#5) AMR/AF, a company incorporated under Hong Kong laws on
26 September 2018

Dalian Neusoft Electronic Press Co., Ltd. (JK# 3Tk & T H BrL A FR 2>
A]), a company incorporated under PRC Laws on 21 April 2005 and a

wholly-owned subsidiary of Dalian University



DEFINITIONS

“Neusoft Holdings Framework
Agreement”

“Neusoft Holdings Group”

“Neusoft Industry Management”

“Neusoft International”

“Nomination Committee”

“Northeastern University Group”

“Offer Price”

“Offer Price Range”

“Offer Share(s)”’

“Operating Entity” or “Dalian
Development”

“Over-allotment Option”

framework agreement dated 11 September 2020 entered into between
our Company and Neusoft Holdings and detailed in “Connected

transactions — Neusoft Holdings Framework Agreement”
Neusoft Holdings and its subsidiaries (excluding our Group)

Dalian Neusoft Industry Management Services Co., Ltd. (JH ##k
EEMMEABR/AF]), a company incorporated under PRC Laws on
14 August 2018 and a wholly-owned subsidiary of our JV

Neusoft Holdings International Inc. CREKFEBEIBEARRAR), a
company incorporated under the laws of the BVI on 8 March 2012
and a wholly-owned subsidiary of Neusoft Holdings

the nomination committee of the Board

Northeastern University Science & Technology Industry Group Co.,
Ltd. CGRALREERN 4 2 2545 4 FR/A 7)), a shareholder of our JV

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

to date, expected to be between HK$5.18 and HK$6.22

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

Dalian Neusoft Software Park Industry Development Co., Ltd. (K%
TR R 2 25 A IR/A 7)), a company incorporated under PRC
Laws on 10 July 2002

the option expected to be granted by our Company to the International
Underwriters, exercisable by CLSA Limited on behalf of the
International Underwriters for up to 30 days from the day following
the last day for the lodging of applications under the Hong Kong
Public Offering, to require the Company to allot and issue up to an
aggregate of 25,000,000 additional Shares (representing in aggregate
approximately 15% of the initial Offer Shares) to the International
Underwriters to cover over-allocations in the International Offering, if



DEFINITIONS

“PBOC”

“PICC Health”

“PICC Life”

“Post-IPO Share Incentive Scheme”

“PRC Company Law”

“PRC Legal Adviser”

“Pre-IPO Share Incentive Scheme”

“Price Determination Agreement”

“Price Determination Date”

“Principal Share Registrar”

“Property Valuer”

“Proxy Grantors”

“Public Shareholders”

“QIB”

any, details of which are described in “Structure of the Global
Offering — The International Offering — Over-allotment Option”

the People’s Bank of China

PICC Health Insurance Company Limited (B A R feHER BB H
FRZ\ ), a substantial shareholder of our JV

PICC Life Insurance Company Limited (4B A R FE R BR A
), a substantial shareholder of our JV

the share option scheme of the Company as approved by the Board on
11 September 2020 and detailed in “Statutory and general information
— Share Incentive Schemes — Post-IPO Share Incentive Scheme” in
Appendix V

the Company Law of the People’s Republic of China ( {H3#E A RILA
B wiE) )

Tian Yuan Law Firm, our legal adviser on PRC Laws

the share option scheme of the Company as approved by the Board on
19 June 2019, as amended from time to time, and detailed in “Statutory
and general information — Share Incentive Schemes — Pre-IPO Share

Incentive Scheme” in Appendix V

the agreement to be entered into between our Company and CLSA
Limited (for itself and on behalf of the Underwriters) on or about the
Price Determination Date to record and fix the Offer Price

the date, expected to be on or about Tuesday, 22 September 2020 and
in any event no later than Wednesday, 23 September 2020, on which
the Offer Price is to be fixed by an agreement between our Company
and CLSA Limited (for itself and on behalf of the Underwriters)

Ogier Global (Cayman) Limited
Jones Lang LaSalle Corporate Appraisal and Advisory Limited

Century Bliss, Alpine Electronics, and Apex Venture, and each of
them being a “Proxy Grantor”

Shareholders who subscribed to our Shares under the Global Offering

a qualified institutional buyer within the meaning of Rule 144A



DEFINITIONS

“Registered Shareholder” or ‘“Neusoft
Holdings”

“Regulation S”
“Remuneration Committee”

‘“Reorganisation”

“RMB?” or “Renminbi”
“Rule 144A”

“SAFE”

“SAIC”

“SAT”

“School Sponsor(s)”’

“Securities and Futures Ordinance”
or “SFO”

“SFC”

“Shanghai Ruixiang”

“Shanghai Sirui”

“Share(s)”

Dalian Neusoft Holdings Co., Ltd. (KZR#EKZEBRARAH), a
company incorporated under PRC Laws on 15 November 2011, a
Controlling Shareholder and the registered shareholder of our

Operating Entity
Regulation S under the U.S. Securities Act
the remuneration committee of the Board

our Group’s reorganisation in preparation for the Listing, as described

in “History, Reorganisation and corporate structure —

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

the State Administration of Foreign Exchange of the PRC (H3# AR
S0 [ R AP R SR )

the State Administration for Market Regulation of the PRC (H3#E A &
IR R R T B R )S))  (formerly  known as  the  State
Administration of Industry and Commerce of the PRC ("3 A [ 3LAN
Z LRATECE AR )

the State Taxation Administration of the PRC (3 A R A1 [ & B
A=)

our Operating Entity, Chengdu Development, Foshan Development,
Neusoft Holdings and Yida Group, or any one of them

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

time
Securities and Futures Commission of Hong Kong

Shanghai Ruixiang Information Technology Co., Ltd. (¥ 7485 5.
BHELABRZA A, a company incorporated under PRC Laws on 14 April
2017 and a wholly-owned subsidiary of our JV

Shanghai Sirui Information Technology Co., Ltd. (_Fiff 85 B RHL
AR,
incorporated under PRC Laws on 7 November 2013

a wholly-owned subsidiary of Neusoft Holdings

ordinary share(s) in the share capital of our Company, currently with
a par value of HK$0.0002 each following the Share Consolidation

34 —



DEFINITIONS

“Share Consolidation”

“Share Incentive Scheme(s)”

“Shareholder(s)”’

“Shenyang Kang Ruidao”

“Sole Sponsor”’
“Stabilising Manager”
“State Council”

“Stock Borrowing Agreement”

“subsidiary” or “subsidiaries”
“substantial shareholder”

“Takeovers Code”

“the Stock Exchange” or ‘“‘the
Hong Kong Stock Exchange”

“Tianjin Ruidao”

“Track Record Period”

“U.S. dollars”, “US$” or “USD”

“U.S. Securities Act”

“Underwriters”

our Company’s share consolidation on a two-to-one basis, following
which, our Company’s share par value changed from HKS$0.0001
each to HK$0.0002 each

Pre-IPO Share Incentive Scheme and Post-IPO Share Incentive

Scheme, or any one of them
holders of our Shares or any one or more of the holders

Shenyang Kang Ruidao Consulting Co., Ltd. (V&8 sE=04 FRA
)

CLSA Capital Markets Limited
CLSA Limited
State Council of the PRC (g A KA1 B 75 Bt )

the stock borrowing agreement expected to be entered into between
Kang Ruidao and the Stabilising Manager (or its agents) on or around
the Price Determination Date

has the meaning ascribed to it in the Listing Rules
has the meaning ascribed to it in the Listing Rules

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

time

The Stock Exchange of Hong Kong Limited

Tianjin Neusoft Ruidao Education Information Technology Co., Ltd.
(KRB H (5 B HIiT A R/ 7)), a company incorporated under
PRC Laws on 22 March 2012 and a non-wholly owned subsidiary of
Dalian Education

financial years ended 31 December 2017, 2018 and 2019 and the
three months ended 31 March 2020

United States dollars, the lawful currency of the United States

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

the Hong Kong Underwriters and the International Underwriters



DEFINITIONS

“Underwriting Agreements”

“United States”, “U.S.” or “US”

‘6VAT”

“WHITE Application Form(s)”

“YELLOW Application Form(s)”

“Yida Group”

“Yida Holdings”

the Hong Kong Underwriting Agreement and the International

Underwriting Agreement

United States of America, its territories, its possessions and all areas

subject to its jurisdiction
value-added tax

the form of application for the Hong Kong Public Offer Shares for
use by the public who require such Hong Kong Public Offer Shares to

be issued in the applicants’ own name

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

Yida Group Co., Ltd. (fEE&MAAF]), a company incorporated
under PRC Laws

Yida Holdings Co., Ltd. (lEZE# A A7), a company incorporated
under PRC Laws

Unless otherwise expressly stated or the context otherwise requires, all data in this document is as of the

date of this document.

The English names of the PRC entities, PRC Laws and the PRC governmental authorities referred to in this

document are translations from their Chinese names and are for identification purposes only. If there are any

inconsistencies, the Chinese names shall prevail.

Certain amounts and percentage figures included in this document have been subject to rounding

adjustments. Accordingly, figures shown as totals in certain tables may not be an arithmetic aggregation of the

figures preceding them.



GLOSSARY OF TECHNICAL TERMS

This glossary contains definitions of certain terms used in this document in connection with our Company

and our business. Some of these may not correspond to standard industry definitions.

“bachelor degree programme”

“college”

“compulsory education”

“Central China”

“Double First Class Universities”

“Double High-level Vocational
Colleges”

“dual-qualified teachers”

“East China”

“formal education”

“higher education”

a four-year post-secondary formal programme that generally enrols
high school graduates who have taken the National Higher Education
Entrance Exam, and upon the completion of which a bachelor degree
will be granted

a higher educational institution offering bachelor degree programmes
and junior college diploma programmes, which may be a branch
college (T JE£Bi) and may not be a separate legal entity

grade one to grade nine education, which all citizens in China must

receive according to the Compulsory Education Law of the PRC

( CPEEANRIEMBIFREATIE) )
Henan Province, Hubei Province and Hunan Province

a tertiary education development initiative formulated by the PRC
government aimed at comprehensively developing elite Chinese
universities and their individual faculty departments into world-class

institutions

vocational schools under the Construction Plan of High-level
Vocational Colleges & Majors with Chinese Characteristics (B k3
BEERGTEEBEAS), a  vocational education development
initiative formulated by the PRC government aimed at significantly
enhancing the standard and influence of higher vocational colleges
included in the plan to reach advanced international levels and make
vocational education an important force to support national strategies
and local development, also known as “the double first class in

vocational education sector”

teachers who possess both adequate academic background and
teaching skills along with relevant industry experience and
practicable knowledge

Shanghai, Jiangsu Province, Zhejiang Province, Anhui Province,

Jiangxi Province and Fujian Province

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

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

colleges and institutes of technologies



GLOSSARY OF TECHNICAL TERMS

“independent college”

“initial employment rate”

“IT majors”

“IT related majors”

“junior college diploma programme”

“junior college to bachelor degree

transfer programme”

“Laptop University”

“National Higher Education Entrance

Exam”

“Northeastern China”

“private higher education institution”
or “private university”

“private school”

“public school”

a PRC private higher education institution that is run by
non-government institution(s) or individual(s) based on cooperation

with a public university or college that offers undergraduate courses

the percentage of graduates who entered into full-time employment
contracts, were self-employed, accepted an offer for higher degree or
equivalent programmes, or accepted an offer to pursue overseas study
or employment, as of 31 August of the year of graduation. There may
be variation to the meaning of this term depending on the relevant

school and type of graduates considered

disciplines stipulated by the MOE, which are electronic information
for undergraduate and junior college education and computer for

undergraduate education

disciplines that are developed in connection with and surrounding IT

majors

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

that

generally enrols graduates of junior college diploma programmes,

a two-year post-secondary formal education programme

upon completion of which a bachelor degree will be granted
a higher education institution that achieves a laptop per student

also known as “Gaokao” (f%%), an academic examination held
annually in the PRC, and a prerequisite for entrance into most higher

education institutions at the undergraduate level in the PRC
Heilongjiang province, Liaoning province and Jilin province

a PRC private higher education institution (FHFEZAE W) not

affiliated with any public universities that is operated by
non-governmental entity(ies) or individual(s) where government
funding is not a major source of capital and has open admission and

enrolment to the public
a school that is not run by local, provincial or national governments

a school that is run by local, provincial or national governments



GLOSSARY OF TECHNICAL TERMS

“school sponsor”

“Second-tier Cities”

S‘SOVO’ b

[13 ”

sq.m.

“Third-tier Cities”

“TOPCARES”

an individual or entity that funds or holds interests in an educational

institution

Chengdu, Hangzhou, Wuhan, Chongqing, Nanjing, Tianjin, Suzhou,
Xi’an, Changsha, Shenyang, Qingdao, Zhengzhou, Dalian, Dongguan,
Ningbo, Xiamen, Fuzhou, Wuxi, Hefei, Kunming, Harbin, Jinan,
Foshan, Changchun, Wenzhou, Shijiazhuang, Nanning, Changzhou,
Quanzhou, Nanchang, Guiyang, Taiyuan, Yantai, Jiaxing, Nantong,
Jinhua, Zhuhai, Huizhou, Xuzhou, Haikou, Urumgqi, Shaoxing,
Zhongshan, Taizhou (£ 1) and Lanzhou

the student office & venture office, a student start-up centre
established by each of our three universities to create and foster the

spirit of innovation and entrepreneurship
square metre

Taizhou (Z&1), Yangzhou, Shantou, Huzhou, Yancheng, Weifang,
Baoding, Zhenjiang, Luoyang, Linyi, Tangshan, Zhangzhou,
Ganzhou, Langfang, Huhehaote, Wuhu, Guilin, Yinchuan, Jieyang,
Sanya, Zunyi, Jiangmen, Jining, Putian, Zhanjiang, Mianyang,
Huai’an, Lianyungang, Zibo, Yichang, Handan, Shangrao, Liuzhou,
Zhoushan, Xianyang, Jiujiang, Hengyang, Weihai, Ningde, Fuyang,
Zhuzhou, Lishui, Nanyang, Xiangyang, Daqing, Cangzhou, Xinyang,
Yueyang, Shangqiu, Zhaoqing, Qingyuan, Chuzhou, Longyan,
Jinzhou, Bengbu, Xinxiang, Anshan, Xiangtan, Ma’anshan, Sanming,
Chaozhou, Meizhou, Qinhuangdao, Nanping, Jilin, Anqing, Tai’an,

Sugian, Baotou and Chenzhou

our unique approach that are bestowed with eight types of
capabilities/skills, which are technical knowledge and reasoning, open
thinking and innovation, personal and professional skills,
communication and teamwork, attitude and manner, responsibility,
ethical values, social values created by application practice.
TOPCARES is an acronym of these eight phrases.



FORWARD-LOOKING STATEMENTS

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

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

° our future business development, financial condition, and results of operations;

o our business strategies and plans to achieve these strategies;

° our ability to identify and satisfy user demands and preferences;

° our ability to maintain good relationships with business partners;

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

o relevant government policies and regulations relating to our industry, business, and corporate
structure;

° the actions and developments of our competitors; and

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

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

the date of this document. Any such intentions may change in light of future developments.

All forward-looking statements in this document are expressly qualified by reference to this cautionary

statement.
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You should carefully read and consider all of the information in this document including the risks and
uncertainties described below before deciding to make any investment in our Shares. Our business, financial
condition or results of operations could be materially and adversely affected by any of these risks and

uncertainties. The trading price of our Shares could decline due to any of these risks and uncertainties. As a

result you may lose part or all of your investment.

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

RISKS RELATING TO OUR BUSINESS AND OUR INDUSTRY

Our business and results of operations depend on the level of tuition and boarding fees we are able to
charge and our ability to maintain and raise tuition and boarding fee levels.

One of the most significant factors affecting our profitability is the tuition and boarding fees we charge at
our universities. In 2017, 2018, 2019 and the three months ended 31 March 2020, we derived 79.0%, 71.5%,
69.6% and 70.8%, respectively, of our revenue from tuition fees and derived 6.6%, 6.9%, 6.7% and 7.1%,
respectively, of our revenue from boarding fees. Our tuition rates are primarily determined based on the demand
for our educational programmes, the cost of our operations, the geographic markets where we operate our
universities, the tuition charged by our competitors, our pricing strategy to gain market share, and general
economic conditions in China and the areas in which our universities are located. Each of our universities
generally requires its full-time formal education programme students to live on campus in dormitories during
their study at our universities, except for limited circumstances where we allow students to live outside campus
after receiving their parent’s written request to do so. Our boarding fees are affected by the cost of operating the
dormitories, the general housing markets where we operate our universities and the boarding fees charged by our

competitors.

We are able to determine the level of tuition fee and boarding fee rates for our three universities on our own.
For the 2017/2018 school year, we raised our tuition fees for bachelor degree programmes, junior college diploma
programmes, and junior college to bachelor degree transfer programmes offered by Dalian University, and raised
tuition fees for bachelor degree programmes and junior college diploma programmes offered by Foshan
University. For the 2018/2019 school year, we raised tuition fees for bachelor degree programmes offered by
Foshan University. For the 2019/2020 school year, we raised tuition fees for bachelor degree programmes and
junior college diploma programmes offered by Dalian University and Foshan University. For the 2020/2021
school year, we increased tuition fees for bachelor degree programmes and junior college diploma programmes
offered by Dalian University, and bachelor degree programmes offered by Foshan University. The tuition fee and
boarding fee rates for Chengdu University were previously subject to approval from relevant local government
authorities. In May 2020, Sichuan province amended the approving requirements for tuition fee and boarding fee
rates and private higher education institutions may determine the fee level on their own. Accordingly, we raised
our tuition fees for bachelor degree programmes and junior college to bachelor degree transfer programmes
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offered by Chengdu University for the 2020/2021 school year. We review our tuition fee rates from time to time
and raise tuition fees to reflect our increased operating costs, improvements of our facilities and changes in the
market price for higher education services. Our tuition fee increase decisions depend on the market condition and
other special circumstances we may encounter in the future. During the Track Record Period, the boarding fees we
charged ranged from RMB1,200 to RMB3,000 per school year depending on the location of the school, room size
and number of students housed in each room and were received generally before or at the beginning of each
school year. We raised our boarding fees for each of Dalian University and Foshan University for the 2017/2018
school year and the boarding fees for Chengdu University for the 2020/2021 school year. In the future, we plan to
raise the boarding fees periodically to reflect our increased operating cost and the improvements of our
accommodation conditions. There can be no assurance that we will be able to maintain or raise the tuition and
boarding fee levels we charge at our universities in the future due to various reasons, including the failure to
obtain necessary approvals or filings, and market competitions. Even if we are able to raise the tuition level, we
cannot assure you that we will be able to attract prospective students to apply for our universities at such increased
rates. Neither can there be assurance that we will be able to collect all the tuition and boarding fees on time from
all of our students. Our business, financial position and results of operations may be materially and adversely
affected if we fail to maintain or raise the tuition and boarding fee levels, attract sufficient students or collect the

tuition and boarding fees on time.

We may not be able to successfully increase the student enrolments at our universities, which may hinder

our business growth.

One of the most significant factors affecting our profitability is the number of students enroled at our
universities. The total number of students enroled in our full-time formal higher education programmes was
34,014 for the 2016/2017 school year, 34,606 for the 2017/2018 school year, 34,144 for the 2018/2019 school
year and 36,066 for the 2019/2020 school year, respectively. The number of students our universities are able to
admit for our full-time formal higher education programmes in each school year is set and approved by the
relevant PRC education authorities. For the 2016/2017, 2017/2018, 2018/2019, 2019/2020 and 2020/2021 school
years, the total admission quota for our full-time formal higher education programmes, i.e. bachelor degree
programmes, junior college diploma programmes, and junior college to bachelor degree transfer programmes,
received by all of our universities were 10,094, 10,213, 10,390, 12,619 and 14,644, respectively. According to
the Opinions of the Ministry of Education on Further Regulating Higher Education Enrolment Programme ( (¥t
B HBBH A — A5 R S AR B L LAERE R) ), student enrolment for graduate and undergraduate
programmes requires approval from the MOE, and student enrolment for junior school programmes is subject to
the approval of the relevant local education authorities. In the spirit of further promoting equal access to
education in urban and rural areas, the Notice of the Ministry of Education on Enrolment of Ordinary Schools
and Universities in 2020 ( <& MBNMIIT 2020 %4 =448 4 TAERYMEH) ) instructs universities and
schools to improve their enrolment plans by taking into account the schools’ operational conditions, employment
status of their graduates and the general situations of prospective students in each provinces, among other factors.
This notice encourages schools to continue the implementation of the “Support for the Midwest Admissions
Programme” and to further increase the quota for students from provinces with a large number of students taking
National Higher Education Entrance Exam and the central and western regions of China where the average

enrolment rate is relatively low compared with the more developed regions. However, we cannot assure you that
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we will be able to successfully increase student enrolment capacity at our universities, which is subject to the

approvals of the relevant government authorities.

Moreover, our student enrolment is restricted by the number of beds available in our student dormitories.
For the 2016/2017, 2017/2018, 2018/2019 and 2019/2020 school years, the average utilisation rate for our three
universities calculated by us internally as the number of our full-time formal higher education programme
students enroled in all the three universities divided by the school capacity for each corresponding school year
was 96.26%, 97.80%, 96.67% and 94.54%, respectively. If we fail to admit all qualified students who are
interested in enroling in our universities due to these capacity constraints, limitations on student enrolment quota
or lack of regulatory approvals, we may not be able to successfully maintain our historical enrolment levels or to
increase our student enrolment. Thus, we may not be as successful in raising the total tuition or carrying out our
growth strategies and expansion plans as we would have anticipated, which in turn may have a material adverse

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

Our business has been and is likely to be materially and adversely affected by the outbreak of COVID-19.

In response to the outbreak of COVID-19, the Chinese government took a number of actions such as
extending the Chinese New Year holiday, quarantining and otherwise treating individuals in China who had
contracted COVID-19, asking residents to remain at home and to avoid gathering in public, among other actions.
The outbreak of COVID-19 in China have also resulted in the temporary closure of many corporate offices, retail
stores, and manufacturing facilities across China. Schools are not allowed to reopen until local provincial
government’s further notice. After the second semester of the 2019/2020 school year started, our three
universities offered nearly all instruction through online modality. Our training schools have also been offering
training services online since February 2020. Since our students did not live on campus for the second semester
of the 2019/2020 school year, we decided to refund the boarding fees to our students in the three universities and
Neusoft Training School. In April and May 2020, the MOE and the provincial governmental authorities issued
their policies on refund of boarding fees and our boarding fee refund estimation is consistent with such policies.
The policy of our Dalian University is refunding boarding fees of five months to all students. The policy of our
Foshan University is refunding boarding fees of 150 days to graduating students and boarding fees of 120 days to
students of other class years. The policy of our Chengdu University is refunding boarding fees of 150 days to all
students. The policy of our Neusoft Training School is refunding boarding fees of five months to all of its
students. The total amounts of boarding fees to be refunded by Dalian University, Foshan University and
Chengdu University and Neusoft Training School are expected to be RMB15.3 million, RMB10.0 million,
RMB3.7 million and RMB1.7 million, respectively. As of the Latest Practicable Date, Dalian University, Foshan
University and Neusoft Training School had refunded almost all the boarding fees to be refunded, and Chengdu
University had refunded approximately 20% of the boarding fees to be refunded. The remaining portion of
boarding fees to be refunded will be refunded in the near future. As of the Latest Practicable Date, our three
universities had reopened. Starting from the end of June, our training schools gradually resumed offering courses
offline. Our subsidiaries operating education resources and apprenticeship programme business gradually
resumed offline work since February 2020. Despite a vast majority of our courses can be taught online, we
cannot guarantee you that teaching courses online can be as effective as teaching courses offline. Students may

be easily distracted while attending courses at home through internet. Some of them may have limited access to
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internet. It may also not be easy for instructors to track class attendance. All of the above may compromise the

quality and negatively impact the outcome of the instruction.

Normal economic life throughout China was sharply curtailed amid COVID-19 pandemic. Our short-term
training services for individual customers, which was operated by Tianjin Ruidao prior to the acquisition in
March 2020, also experienced a decline in the number of students enroled in our short-term training programmes
from 852 in the first quarter of 2019 to 536 in the first quarter of 2020 primarily due to (i) our inability to
conduct in-campus marketing and promotional activities as a result of temporary campus closures, and (ii) our
inability to offer face-to-face course instruction which negatively affected individual customers’ willingness to
take our training courses. Such decrease in the number of students enroled also negatively affected Tianjin
Ruidao’s revenue from providing short-term training services to individual customers for the three months ended
31 March 2020, which together with the fact that the provision of innovation and entrepreneurial education
service to higher education institutions by Tianjin Ruidao usually happens in the second half of a calendar year,
are primary reasons for Tianjin Ruidao to have a net loss for the three months ended 31 March 2020. In addition,
the operation of our education resources business was negatively affected by COVID-19 pandemic due to the
travel restrictions across China and remote working arrangements of our business partners, which restricted our
ability to develop new business. Without taking into account our acquisition of Tianjin Ruidao, operating results
of our education resources business for the three months ended 31 March 2020 were negatively affected due to
COVID-19 pandemic. If the spread of COVID-19 cannot be fully controlled or continues for longer, however,
operating results of our education resources business may be materially and adversely affected. Further, as
COVID-19 has become a global pandemic, our international programmes are also adversely affected. See “—
We rely, in part, on foreign education institutions to provide our international programmes abroad. Accordingly,
our business and results of operations are partially dependent on our ability to maintain our relationships with our
partner schools” for more information. If the spread of COVID-19 in other countries and regions cannot be
effectively controlled, our international programmes for the next school year would be materially and negatively
affected. Student admission and business development usually require travels and site visits. If COVID-19
pandemic drags on for longer, we may not be able to effectively carry out student admission marketing activities
for the next school year, cooperate with our business partners and develop new business opportunities in the
future. See the section headed “Business — Impact of COVID-19 on our business operations” for more

information.

While many of the restrictions on movement within China had been relaxed as of the Latest Practicable
Date, there is great uncertainty as to the future progress of the disease. Currently, there is no vaccine or specific
anti-viral treatment for COVID-19. Relaxation of restrictions on economic and social life may lead to new cases
which may lead to the reimposition of restrictions. Our business and financial performance have been negatively
affected by the outbreak of coronavirus in China since the beginning of 2020, and this is likely to continue

throughout the current year, if not longer.

We are subject to uncertainties brought by the recent developments of PRC Laws relating to private
education.

Our business is regulated by the Law for Promoting Private Education of the PRC and a number of related

PRC Laws. On 7 November 2016, the Decision of the Standing Committee of the National People’s Congress on
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Amending the Law for Promoting Private Education of the PRC ( (2E ARAEXRGHHEZ B GRINENR (h2E
N RN E RIFAH D) WPE) ) (the “2016 Decision”) was signed into law by Order No. 55 of the
President of the PRC and became effective on 1 September 2017. Among other changes, the 2016 Decision
classifies private schools into non-profit schools and for-profit schools, depending on whether private schools are
established and operated for profit-making purposes. There are pros and cons of choosing to be either for-profit
schools or non-profit schools. For example, the sponsors of a for-profit private school are able to obtain operating
profits of the school and have a greater discretion in determining the types and amounts of fees charged to
students, but it may receive less benefits and supports from governments compared with a non-profit school, such
as tax benefits, obtaining land use right from government by means of allocation, and various government grants.
The sponsors of private schools, other than schools providing compulsory education, may at their own discretion
choose to establish non-profit or for-profit private schools. For the existing private schools established before the
2016 Decision was published, the 2016 Decision only provides general principles for school sponsors to choose
to re-register as for-profit private schools or non-profit private schools and delegates the authority to formulate
detailed rules to implement the 2016 Decision to the State Council, educational authorities under the State

Council, each province, municipality directly under the central government, and autonomous region of the PRC.

On 30 December 2016, the Detailed Rules on the Classification Registration of Private Schools ( ¢ E
AL E A ) (the “Classification Registration Rules”) were promulgated by five departments under
the State Council, including the MOE, to provide more details with respect to classification registration
procedures. As of the Latest Practicable Date, except for Liaoning province, all provinces where our universities
and training schools are located have promulgated local rules to further implement the Classification Registration
Rules locally by providing further details of the classification registration in the respective province. As of the
Latest Practicable Date, all provinces where our universities and training schools are located have promulgated
local regulations (the “Provincial Amendment Implementation Rules”) to further implement the 2016
Decision. See “Regulations — Regulations relating to education — Regulations relating to private education” for
further details of the relevant laws and regulations and ‘“Business — Potential implications of the decision on
amending the law for promoting private education of the PRC” for potential impacts of these laws and

regulations on our business operations.

Since these laws, regulations and rules do not provide sufficient detailed guidance for private schools in
electing to be for-profit schools or non-profit schools, there are substantial uncertainties with respect to the
potential impacts of these laws and regulations on our business operations. There is no assurance that we will be
able to operate our business in full compliance with the 2016 Decision or any relevant regulations in a timely
manner, or at all. Should we fail to fully comply with the 2016 Decision or any relevant regulations as interpreted
by the relevant government authorities, we may be subject to administrative penalties or face other negative
consequences, which could materially and adversely affect our brand name and reputation, and our business,
financial condition and results of operations. Even if we are able to comply with the 2016 Decision or any
relevant regulations in a timely manner, we cannot assure you that our business will not be adversely affected
after our universities and training schools re-register as for-profit schools or non-profit schools due to various

uncertainties under the new regulatory regime.

On 10 August 2018, the MOJ published the Draft Amendment to the Regulations on the Implementation of
the Law for Promoting Private Education of the PRC (for Consultation) ( <2 A R AN R & (L5 EiE
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BBI(BFTHZE) (%F/)) ) (the “Draft Amendment to the Implementation Regulation™) to solicit comments
from the general public. The Draft Amendment to the Implementation Regulation provides that “private
education service providers that operate private schools as an education group” (“ZE[E{L#¥5) are not allowed to
obtain control over non-profit private schools through the means of merger and acquisition, franchise, contractual
arrangement. However, the Draft Amendment to the Implementation Regulation does not clearly define what
kind of education service providers can be categorised as “private education service providers that operate
private schools as an education group”. If we are categorised as “private education service providers that operate
private schools as an education group”, we may have to choose to re-register our three universities and seven
training schools as for-profit schools. As we intend to, subject to changes in relevant laws and regulations that
may have a material effect on the education industry, re-register our three universities as for-profit schools in the
future, we do not believe that the Draft Amendment to the Implementation Regulation would have a material
impact on our universities” for-profit or non-profit status election. As to the seven training schools established
prior to the 2016 Decision, we have decided to re-register them as for-profit schools. Therefore we also do not
believe that the Draft Amendment to the Implementation Regulation would have a material impact on our
training schools. See “Business — Potential implications of the decision on amending the law for promoting
private education of the PRC” for more detailed analysis. Furthermore, if the Draft Amendment to the
Implementation Regulation is promulgated in its current form, our potential acquisition target for our expansion
in the future may also be limited to for-profit private schools if we are categorised as “private education service
providers that operate private schools as an education group”. For other potential impacts that the Draft
Amendment to the Implementation Regulation may have on our school operations, see “Business — Potential
implications of the decision on amending the law for promoting private education of the PRC.” As of the Latest
Practicable Date, the Draft Amendment to the Implementation Regulation has not been promulgated yet and
there is no clear timetable for promulgation. There are substantial uncertainties as to when it will be promulgated
and whether it will be promulgated in the current form.

On 17 August 2020, the MOE and other four departments jointly promulgated the Opinions on Further
Strengthening and Regulating the Administration of Education Fees ( B — 5 iR AR H 2 i i 45 B 9 7
) ) (the “Education Fees Opinions”), which require that all education fee revenue of a private school shall be
deposited into a bank account filed with education authorities and be used mainly for education activities, the
improvement of school conditions, faculty and staff’s compensation and for general development purposes. The
Education Fees Opinions also propose to explore a special audit system for school education fees, in particular
for non-profit private schools. Since the Education Fees Opinions are newly promulgated and only put forward
an idea of special audit system without a specific scheme, there are uncertainties as to how the Education Fees
Opinions will be implemented and to what extent its implementation would interfere with our schools’ daily
operation and use of funds. In addition, we may need to spare resources and incur extra costs in order to comply
with the Education Fees Opinions after its implementation. See “Regulations — Regulations relating to

education — Regulations relating to private education fees.”

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

We plan to strengthen our competitiveness in the private higher education industry, and further expand our

school network in other attractive markets. In addition, we plan to further expand our continuing education
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services and our education resources and apprenticeship programme. See “Business — Our business strategies”
in this document for more information. We may not succeed in executing our growth strategies due to a number

of factors, including our failure to do the following:

° effectively execute our expansion plans;
o increase student enrolment in our existing universities;
o admit all qualified students who would like to enrol in our universities due to the capacity constraints

of our school facilities;

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

o acquire suitable lands or construct school campuses in the cities to which we plan to expand our
operations;

° identify cities with sufficient growth potential in which we can establish new schools;

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

Liaoning province, Sichuan province and Guangdong province;

o obtain the requisite licences and permits from the authorities necessary to open new schools at our

desired locations;

° achieve the benefits we expect from our expansion;

o identify suitable acquisition targets;

o effectively integrate any future acquisitions into our Company;

° cooperate and establish partnership with potential third party partners;

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

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

o effectively market our universities or brand in new markets or promote ourselves in existing markets;
and
° expand our education resources and apprenticeship programme by diversifying our service offerings

and increase transaction volume.
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If we fail to successfully execute our growth strategies, we may not be able to maintain our growth rate
and, as a result, our business, financial condition and results of operations may be materially and adversely
affected.

We may not be able to successfully expand our business through acquisitions.

One of our growth strategies is to increase student enrolment in our existing universities, improve school
facilities, and expand our school network by acquiring additional schools. We have limited prior experience in
acquiring other schools and training institutions. We cannot assure you that we will be able to identify suitable
acquisition targets and that our due diligence efforts will reveal all material deficiencies in the target schools and
training institutions. We also cannot assure you that we will be able to obtain the required governmental

approvals for the acquisition of other schools and training institutions in a timely manner, or at all.

Furthermore, we may face challenges in integrating business operations and management philosophies of
acquired schools and training institutions. The benefits of our future acquisitions depend in significant part on
our ability to effectively and timely integrate management, operations, technology and personnel. The acquisition
and integration of acquired schools and training institutions is a complex, time-consuming and expensive process
that, without proper planning and implementation, could significantly disrupt our business operations and
reputation. The main challenges involved in acquiring and integrating acquired entities include the following:

° finding suitable targets;

° retaining qualified teaching staff of any acquired school or training institution;

o consolidating educational services offered by the acquired schools or training institutions;

° integrating information technology platforms and administrative infrastructure;

° minimising the diversion of our management’s attention from on-going business concerns;

o obtaining all necessary government approvals; and

° ensuring and demonstrating to our students and their parents that the new acquisitions will not result

in any adverse changes to our established brand image, reputation, teaching quality or standards.

We may not successfully integrate our operations and the operations of the schools or training institutions
we acquire in a timely manner, or at all, and we may not realise the anticipated benefits or synergies of the
acquisitions to the extent, or in the timeframe we anticipated, which may have a material adverse effect on our
business, financial condition and results of operations.
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Our historical financial and results of operations may not be indicative of our future performance and our
financial and results of operations may be difficult to forecast.

Our financial condition and results of operations may fluctuate due to a number of other factors, many of
which are beyond our control, including: (i) demand for private higher education, particularly IT higher
education, in China; (ii) student enrolments; (iii) tuition fees and boarding fees; (iv) our school utilisation rate;
(v) changes in revenue mix, and (vi) our ability to control our cost of revenue and administrative expenses. See
“Financial information — Factors affecting our results of operations” for more details. In addition, we may not
be successful in continuing to increase the number of students admitted to our universities due to, among other
things, student enrolment quota assigned by the relevant local PRC education authorities and our limited capacity
for accepting boarding students, and we may not be as successful in carrying out our growth strategies and

expansion plans as we have anticipated.

Moreover, we may not sustain our past growth rates in the future, and we may not sustain our profitability
on a quarterly, interim or annual basis in the future. We generally require students to pay tuition fees and
boarding fees for the entire school year prior to the commencement of each school year. We recognise tuition
fees as revenue over the school year based on our school calendar and boarding fees over a 12-month period.
However, our costs and expenses are not necessarily recognised at the same time with our revenue. Our interim
results, growth rates and profitability may not be indicative of our annual results or our future results, and our
historical interim and annual results, growth rates and profitability may not be indicative of our future
performance for the corresponding periods. In addition, our other incomes are non-recurring in nature. We may
not be able to maintain the current level of other incomes in the future. If there is a substantial decline in our
other incomes, our profitability may be negatively affected. See “Financial Information” for further details. The
market price and trading volume of our Shares could be subject to significant volatility, should our earnings fail
to meet the expectations of the investment community. Any of these events could cause the price of our Shares to

materially decrease.

A significant portion of the revenue from education resources and apprenticeship programme is generated
primarily from one of our related parties.

Revenue generated from our apprenticeship programme was RMB29.9 million in 2017, RMB99.3 million
in 2018, RMB113.8 million in 2019 and RMB17.2 million in the three months ended 31 March 2020,
representing 53.1%, 81.7%, 76.7% and 82.4% of our revenue from education resources and apprenticeship
programme in 2017, 2018, 2019 and the three months ended 31 March 2020, respectively, and 4.1%, 11.6%,
11.9% and 10.8% of our total revenue during the same periods. Almost all of our revenue from our
apprenticeship programme in 2017, 2018, 2019 and a vast majority of our revenue from our apprenticeship
programme for the three months ended 31 March 2020 were derived from dispatching engineers and offering
technology expertise to Shanghai Sirui, a wholly-owned subsidiary of our Controlling Shareholder. The primary
purpose of the transaction between Shanghai Sirui and us was to provide our students with an opportunity to
work on actual IT development projects while studying at our universities. The transaction was conducted on an
arm’s length basis based on the market rates. See “Business — Our services — Education resources and

apprenticeship programme — Apprenticeship programme (3 L¥;)” for more details. Due to a high level of
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concentration, our revenue from education resources and apprenticeship programme, in particular, apprenticeship
programme, could fluctuate significantly if we are unable to maintain our relationship with Shanghai Sirui.
Although we are not dependent on Shanghai Sirui, a reduction or loss of business with, or a delay in payment
from Shanghai Sirui, and our inability to offset any potential negative impact arising therefrom could materially

and adversely affect our business, results of operations, and financial positions.

We had net current liabilities as of 31 December 2017, 2018, 2019 and 31 March 2020, respectively.

As of 31 December 2017, 2018 and 2019, and 31 March 2020, we had net current liabilities of
RMB575.7 million, RMB509.0 million, RMB616.1 million and RMB773.1 million, respectively, primarily due
to the expansion of our school premises and upgrade of our school facilities. Besides, we receive tuition fees and
boarding fees payment by students before or at the beginning of a school year and record payments of tuition fees
and boarding fees initially as a current liability under contract liabilities. We recognise tuition fees as revenue
over the school year based on school calendar and boarding fees over a 12-month period. A school year typically
starts in September and ends in June or July the following year, and amounts of contract liabilities, which were
part of our current liabilities, as of 31 December 2017, 2018 and 2019, mainly represented the amount of tuition
fees and boarding fees received from all of our students for the 2017/2018, 2018/2019 and 2019/2020 school
years, respectively, but have yet to be recognised as revenue. We had a large amount of borrowings to finance,
among other things, the expansion of our school campus and upgrade of our school facilities during the Track
Record Period.

We expect to incur significant capital expenditures for constructing new campus and school facilities,
upgrading existing facilities and potential acquisitions in the future. For more information, see “— We may incur
increased depreciation costs as we expand our school network in the future by constructing new campuses and
buildings” in this document. For additional information on our liquidity position, see “Financial Information —
Current assets and current liabilities” in this document. We may have net current liabilities in the future as our
business expands, in which case we may face a shortfall of working capital and may not be able to fully service
our short term bank borrowings. Furthermore, we cannot assure you that in the future we will be able to secure
sufficient capital on commercially acceptable terms to fund our working capital requirements and planned capital
expenditures. Any of these events could have a material adverse impact on our financial condition and results of

operations.

We had net operating cash outflows for the three months ended 31 March 2019 and 2020.

For the three months ended 31 March 2019 and 2020, we had net cash used in operating activities of
RMB80.7 million and RMB81.5 million. We generate cash from operating activities primarily by receiving
tuition fees and boarding fees, both of which are typically received before or at the beginning of a school year in
August or September. For the first half of a financial year (roughly the second half of a school year), we normally
do not receive any tuition fees and boarding fees, but incur costs in rendering education services to students. As a
result, we normally have net cash outflows from operating activities in the first half of a financial year. If we are
unable to generate sufficient cash from operating activities in the second half of a financial year, we will have net
cash outflows in a financial year. As a result, our business, results of operations and liquidity may be adversely
affected.
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If we determine our goodwill and other intangible assets arising from the acquisition of Tianjin Ruidao are
to be impaired, our results of operations and financial condition may be adversely affected.

Due to our acquisition of 90.91% of the equity interest of Tianjin Ruidao in March 2020, we recognised
other intangible assets of approximately RMB293.7 million including a goodwill of RMB134.9 million,
representing 9.8% of our total assets on our consolidated statements of financial position as of 31 March 2020.
The value of other intangible assets including goodwill arising from our acquisition of Tianjin Ruidao is based on
forecasts, which in turn are based on a number of key assumptions, in particular the revenue growth rate of
Tianjin Ruidao. If any of these assumptions does not materialise, or if the performance of Tianjin Ruidao’s
business is not consistent with such assumptions, we may be required to have a significant write-off of our
goodwill and other intangible assets and record an impairment loss, which could in turn adversely affect our
results of operations. This risk is heightened due to uncertainties with respect to Tianjin Ruidao’s business

performance in light of COVID-19 pandemic.

We will determine whether goodwill and certain intangible assets are impaired at least on an annual basis
and there are inherent uncertainties relating to these factors and to our management’s judgment in applying these
factors to the impairment assessment. We could be required to evaluate the impairment prior to the annual
assessment if there are any impairment indicators, including disruptions to the operations of Tianjin Ruidao,
unexpected significant declines in operating results or a decline in our market capitalisation, any of which could

be caused by our failure to successfully manage Tianjin Ruidao.

We may not be able to provide education services and/or boarding services to our students in light of
COVID-19 pandemic, which may subject us to refund of tuition fees and/or boarding fees.

We derive revenue mainly from tuition fees and boarding fees paid by students in our three universities.
We generally require tuition fees and boarding fees to be paid by our students in advance prior to the beginning
of each school year in September, which are initially recorded as contract liabilities and are proportionately
recognised as revenue when the relevant services are rendered to our students during the school year. We
recorded contract liabilities of RMB411.8 million as of 31 December 2017, RMB449.9 million as of
31 December 2018, RMB489.4 million as of 31 December 2019 and RMB?349.3 million as of 31 March 2020.
The delivery of our services to our students may be disrupted by unforeseeable events, such as outbreak of
contagious diseases, occurrence of force majeure events, regulatory changes and/or natural disasters. In such
events, we may need to refund a portion or all of our contract liabilities comprising tuition fees and boarding fees
not yet recognised as revenue to our students. For instance, due to the outbreak of COVID-19 epidemic in 2020,
our university campuses were closed and we were unable to reopen the campuses when the spring semester of
2020 started, and we had to offer course instruction through online modalities. As a result, boarding fees we
received at the beginning of the 2019/2020 school year and initially recognised as contract liabilities were subject
to refund. See “Business — Impact of COVID-19 on our business operations’ and “Risk Factors — Risks related
to our business and our industry — Our business has been and is likely to be materially and adversely affected by
the outbreak of COVID-19.” In the event we are unable to successfully render services to our students in the
future, we may be subject to claims to refund a portion or all of our contract liabilities, which could materially

and adversely affect our business, results of operations and financial condition.
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We may incur increased depreciation costs as we expand our school network in the future by constructing
new campuses and buildings.

Historically and during the Track Record Period, we primarily expanded our school network and campuses
by building our own schools and constructing campus buildings. The depreciation and amortisation expenses
related to our school buildings and facilities recorded under cost of revenue amounted to approximately
RMB107.1 million, RMB95.2 million, RMB95.9 million and RMB27.5 million, respectively, in 2017, 2018,
2019 and the three months ended 31 March 2020.

We intend to apply 50% (approximately RMB362.2 million) of the net proceeds from the Global Offering
to construct new campus, new buildings and school facilities. For details of the plan, see “Business — Campus
facilities and services — Upgrade and expansion plans” in this document. With the intended constructions, we
expect that we would incur higher capital expenditures over the construction period, and as a result, additional
depreciation costs in an estimated amount of RMB142.5 million will be reflected in our profit and loss from 2020
to 2024, which may adversely affect our financial performance and results of operations.

Uncertainty in future profitability could have a material adverse effect on our utilisation of deferred

income tax assets.

As of 31 December 2017, 2018, 2019 and 31 March 2020, we recognised deferred income tax assets of
RMB34.3 million, RMB36.5 million, RMB34.8 million and RMB42.8 million, respectively, due to tax credits
arising from our intra-group transactions and tax losses in previous fiscal years. As it is probable that we will
generate taxable profits in the coming fiscal years, we recognised deferred income tax assets to the extent that
our unused tax credits and unused tax losses can be utilised against such taxable profits. The realisation of these
deferred income tax assets mainly depends on our estimates as to whether sufficient taxable profits will be
generated in the future fiscal years. Such estimates are based on our historical experience and rely on certain
assumptions. There is a possibility that our estimates are not accurate and our actual profitability in the future
fiscal years may fall short of our estimated profitability. If that were to happen, we would have to reverse part or

all of the deferred income tax assets, resulting in a higher income tax expenses in the year of such reversal.

Our financial assets at amortised cost may be impaired and changes in the fair value of our financial assets
measured at fair value through profit or loss may materially and adversely affect our profitability, results

of operations and financial condition.

As of 31 December 2017, 2018, 2019 and 31 March 2020, we had financial assets at amortised cost of
RMB494.5 million, RMB251.4 million, RMB599.6 million and RMB510.9 million, respectively, representing
the financial assets at amortised cost including cash and cash equivalents, restricted cash, and trade and other
receivables. See Note 20 to the Accountant’s Report in Appendix I to this document. After the initial recognition,
these financial assets are subject to an expected credit loss assessment. We may have to charge impairment for
such financial assets at each reporting date if the credit risk of such financial assets has increased significantly
since the initial recognition. See Note 2.10 to the Accountant’s Report in Appendix I to this document. As a
result, we may incur significant impairment costs in the future in relation to our financial assets at amortised cost,

which may have a material adverse impact on our results of operations and financial condition.
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During the Track Record Period, we invested in certain wealth management products with floating
investment returns. The investments in wealth management products were recorded as financial assets at fair
value through profit or loss. The fair value of such financial assets is estimated by discounting future cash flows
to be generated from such financial assets, which are estimated by referencing to similar financial instruments
available to us at the market interest rate. The estimation of our financial assets at fair value through profit or loss
primarily uses unobservable inputs, such as expected rate of return of such wealth management products, which
requires our management to estimate future cash flows, volatility and discount rates, among others. Such
estimates are subject to uncertainties. As a result, the carrying amounts of our financial assets measured at fair
value through profit or loss may fluctuate and may materially and adversely affect our profitability, results of

operations and financial condition.

QOur results of operations are subject to seasonal fluctuations which could result in volatility or have an
adverse effect on the market price of our Shares.

Our results of operations are subject to seasonal fluctuations due to our revenue recognition policy relating
to tuition fees. We recognise tuition fees we receive for each school year based on school year calendar and tend
to recognise less tuition fees during the first quarter and the third quarter due to the winter holiday (generally
starts in January and ends in February) and summer holiday (generally starts in July and ends in August). As a
result, our quarterly results for the first quarter and third quarter are significantly lower than the results of other
quarters. Our financial condition and results of operations for future quarters may continue to fluctuate and our
historical quarterly results may not be comparable to future quarters. As a result, the trading price of our Shares
may fluctuate from time to time due to seasonality.

QOur business depends on our ability to promptly and adequately respond to changes in market demand.

Our education services primarily focus on nurturing IT professional talent. Generally, we design our
curricula based on market trends and employer preferences. During the past few years, we have developed
several new programs/courses based on changing market trend and demand, such as health service and
management related majors and curricula in Dalian University. We intend to continue developing new courses in
anticipation of market demand and industry trend. We cannot assure you that we will be able to accurately
anticipate market trends and the new programs/courses we designed will achieve widespread market acceptance
or generate the desired level of income for our students. If we fail to provide courses that adequately prepare our
students for the rapidly changing IT and healthcare technology industry and the evolving demands of the job
market, our students may not be able to successfully find employment or the students’ employment after
graduation may not be satisfactory to our students or their parents and our graduates’ performance may not be
satisfactory to employers. As a result, our programs and services may become less attractive to students and
parents. There is no assurance that we can promptly and adequately respond to changes in market demand and
provide school learning experiences that are satisfactory to all of our students. As a result, we may also
experience negative publicity or a decrease in word-of-mouth referrals. Any such negative developments could
result in students’ withdrawal from or unwillingness to apply for our universities, and therefore have an adverse
impact on our reputation. Furthermore, if we fail to timely develop and introduce new education services and

programs in our universities based on changing trend in the IT industry and the education industry, economic
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conditions and governmental policies, in particular, if the IT industry or the healthcare industry is subject to any
declines or deteriorations, our ability to attract students and our reputation could be materially and adversely
affected, which may have a material adverse impact on our business, financial condition and results of

operations.

Our business is dependent on the market recognition of reputation, and any damage to our reputation
would materially and adversely affect our business.

Our reputation and brand recognition are of great importance for us to earn and maintain the trust and
confidence of our existing and prospective students and clients. Our reputation and brand are vulnerable to many
threats that can be difficult or impossible to control, and costly or impossible to remediate. Negative publicity
about us, our affiliates, directors, officers, or other employees, such as levels of student and parent satisfaction
with our curricula, teachers and teaching quality, the employment rate of our students, the number of our
graduates being accepted into domestic and overseas graduate programmes, accidents on campus, or disruptions
to our educational services can harm our reputation, business, and results of operations, even if they are baseless.
For example, in 2005, students at Dalian University protested to express their concern on getting gradation
certificates described as “internet education”, a form of education that students believed to be substandard to
normal undergraduate education and not worth the tuition fees paid. In fact, the degree then to be awarded to the
students was categorised as “internet education” pursuant to relevant laws and regulations. However, neither the
graduation certificates nor the bachelor degree certificates eventually awarded to the students had the phrase
“internet education” printed on the certificates. No penalties were imposed on Dalian University by relevant
government authorities for such incident as Dalian University awarded the degree to the students in accordance
with relevant laws and regulations, and the incident was resulted from the misunderstanding of the students on
the content of the graduation or bachelor degree certificate to be awarded. As we expand our short-term training
services to include individual customers, we may be further subject to negative publicities. Individual customers
may not be satisfied with our training services or our internship arrangement for reasons that are in fact not
attributable to us and post negative comments or articles about us on social media. News media may also further
report negative information about our services without independently confirming relevant information with us,
all of which could materially and negatively harm our reputation and brand image, and thus negatively affect our
business and results of operations. In addition, misconduct of our employees may harm our reputation. In order to
attract potential individual customers to attend our short-term training programmes, certain employees may
convey messages, either intentionally or unintentionally, that may not be completely accurate. We have internal
policies with respect to marketing and promotion activities. For example, we strictly prohibit our employees to
promote our training programmes by labelling our training programmes and internship programmes as
employment offers after attending our training programmes. We also require our employees to explain clearly
details of our training programmes, relationship between internship programme and training programme,
application procedures, service fee payments, among others, so that our individual customers are able to make
independent decisions. We also periodically organise employee trainings to raise their awareness to comply with
our internal policies. However, we are unable to completely control our employees’ conduct. Any intentional or
unintentional misconduct by our employees may materially harm our reputation and thus negatively affect our
business and results of operations. We may continue to be subject to negative publicity in the future. Such
publicity, even if untrue, may damage our brand image and reputation and take up excessive time of our
management and other resources to respond and/or clarify. If our reputation is damaged, students and parents
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may become less interested in our universities. As a result, our business, financial condition and results of

operations may be materially and adversely affected.

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

The higher education sector in China is rapidly evolving, highly fragmented and competitive, and we
expect competition in this sector to persist and intensify. We compete with public and private universities and
schools that offer higher education programmes. We compete with these schools in many ways, including
reputation, the quality of the programmes and curriculum offerings, tuition and boarding fee levels, as well as
school locations and facilities. Our competitors may adopt similar or superior curricula, school support systems
and marketing approaches, with different pricing and service packages that may have greater appeal than our
offerings. In addition, some of our competitors may have more resources than we do and may be able to devote
greater resources than we can in the development and promotion of their schools and to respond more quickly
than we can to the changes in student demand, admissions criteria, market needs or new technologies. In
particular, the PRC public education system continues to improve in terms of resources, admission policies and
teaching quality and approaches, which may lead to increased competition for us. If admission requirements are
relaxed at public schools, more diversified curricula are offered or the exam-oriented education approach is
reformed, public schools may become more attractive to students, and student enrolment in our universities may
decrease. As a result, we may be required to reduce tuition or boarding fees or increase capital expenditure to
retain or attract students or pursue new market opportunities. If we are unable to successfully compete for new
students, maintain or increase our tuition or boarding fees, attract and retain competent teachers or other key
personnel or enhance the quality of our educational services, our business and results of operations may be
materially and adversely affected.

If our students and their parents become less interested in our education programmes, student enrolment in
our universities may substantially decrease and we may need to lower our tuition and boarding fees to attract
more students. As a result, our business, financial condition and results of operations may be materially and
adversely affected.

We face increasing competition from the online education service providers due to the outbreak of
COVID-19 as we temporarily closed our schools and provided education services to students via online
platforms.

Due to the outbreak of COVID-19 in early 2020, we temporarily closed our schools and provided education
services through online modalities. The sudden shift from in-classroom learning and teaching to the adoption of
online teaching and learning increased the competition we face from online education service providers that
provide short-term training services or other non-formal education programmes. Although the spread of COVID-
19 has been under control in the locations where we operate our training schools, we cannot assure you that there
will not be any resurgence of confirmed cases. If that were to happen, we would have to resume online

instruction again. We cannot assure you that we will be able to provide the most effective and attractive online
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education programmes compared to those dedicated online education service providers, and the online education
programmes provided by them could be more diverse and attractive than the online education programmes we
offer. Even if the COVID-19 outbreak is successfully contained in the future, we cannot assure you that such
outbreak will not have a permanent impact on the education sector in a way that increases the likelihood of
prospective students choosing short-term training services or other non-formal education programmes provided
by online education service providers over those provided by our training schools as the popularity of online
education grows. If we are unable to successfully compete with online education service providers in terms of
new student enrolments, competitive tuition fee rates, and the quality of education services, our business, results
of operations and financial condition may be materially and adversely affected.

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

Our future success heavily depends on the continuing services of our Directors and senior management
team, including Dr. J. Liu, our Chairperson, and Dr. Wen, our chief executive officer, president and an executive
Director, as well as other senior management team members and the principals of our universities. If one or more
of our Directors, senior management and other key personnel are unable or unwilling to continue their
employment with us, or if any member of our Directors or senior management team or other key personnel joins
our competitor(s) or forms a competing company, we may not be able to replace them with qualified personnel in
a timely manner, or at all. In the event we lose their services, we may not be able to attract and retain our
teachers, students, key educators and other professionals, which could have a material adverse effect on our
business, results of operations and financial condition.

Our business relies on our ability to recruit and retain dedicated and qualified teachers and school
personnel.

We rely on our teachers for the provision of educational services to our students. Our teachers are therefore
critical to maintaining the quality of our programmes and curricula and to upholding our reputation. As of
31 March 2020, we had a team of teachers that consists of 1,416 full-time teachers and 852 part-time teachers.

We plan to continue to attract qualified teachers who have a strong command of their respective subject
areas and are capable of using innovative approaches in teaching classes and qualified school personnel, such as
principals, vice principals and other school administrators, who are crucial to the efficient and smooth operation
of our universities. There is no guarantee that we will be able to recruit and retain such personnel in the future as
we planned. As a result, we must provide competitive compensation and benefits packages to attract and retain
qualified teachers and other school personnel. In addition, criteria such as commitment and dedication are
difficult to evaluate during the recruitment process, particularly as we continue to expand and recruit additional
teachers and other school personnel quickly in order to meet rising student enrolment. We must also provide
on-going training to our teachers so that they can stay abreast of changes in student demands, admissions and
assessment test requirements, admissions criteria and other key trends necessary to effectively teach their
courses. In addition, we had a small number of foreign teachers at our three universities during the Track Record
Period, and we may engage additional foreign teachers as we continue to expand our curricula and majors. We
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may experience difficulties in assisting our foreign teachers in obtaining employment visas or other approvals

required to enter and work in China, which may adversely impact the quality of the education we provide.

We may not be able to hire and retain a sufficient number of qualified teachers and school personnel to
keep pace with our anticipated growth while maintaining consistently high quality of our education programmes
across different universities and training schools. If we are unable to recruit and retain an appropriate number of
qualified teachers and school personnel, the quality of the services or overall education programmes may
decrease or be perceived to decrease in one or more of our universities and training schools, which may have a

material adverse effect on our reputation, business and results of operations.

Our graduates’ employment rate and average starting salaries may decrease and satisfaction with our

universities may otherwise decline.

Our universities are positioned as private higher education institutions that equip our graduates with the
practical skills desired by employers in industries with significant recruiting demands. For the 2016/2017,
2017/2018 and 2018/2019 school years, the average initial employment rate of our universities’ full-time formal
higher education programs was 93.0%, 94.5% and 94.1%, respectively, substantially above the overall average
for higher education in China, which was 78.4%, 78.6% and 77.4% in each corresponding school year, according
to the Frost & Sullivan Report. However, we cannot guarantee that we will be able to maintain or increase our
graduate’s employment rate and/or the level of average starting salary of our students as the job market in China,
especially the job market in IT-related industries, is constantly evolving. By the time our students graduate, the
knowledge and skills they acquire at our universities might no longer be valued by prospective employers. We
have been monitoring the job market trends and the development in IT-related industries so that we can adjust or
modify our curricula to meet the requirements of prospective employers, or to satisfy trends in the job market.
However, we might not be able to timely adjust or modify our curricula or devote the same amount of resources
in training our students, enhancing their practical skills and helping them secure jobs as we did during the Track
Record Period, or our efforts may not be as effective as they used to be. As a result, our graduates may be unable
to obtain satisfactory jobs and the employment rates and average starting salaries of our graduates may decrease.
Any negative development of our graduates’ employment rate and average starting salaries may harm the
reputation of our universities and affect the student enrolment in our universities, which may have a material

adverse impact on our results of operations and financial condition.

We generate a majority of our revenue from a limited number of universities in three provinces.

During the Track Record Period, we generated a majority of our revenue from three universities, namely
Dalian University in Liaoning province, Chengdu University in Sichuan province and Foshan University in
Guangdong province. If any of our universities experience events that materially and negatively affect our school
operations, such as student enrolment, collection of tuition and boarding fees, or reputation in general, our
business, financial condition and results of operations may be materially and adversely affected. Geographically,
while Dalian University also admits students from various other provinces, municipalities or autonomous regions
in China, for Chengdu University and Foshan University, Sichuan and Guangdong provinces are the major
sources of students. If any of the areas in which we operate experiences an event that materially and negatively
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affects its education industry or our universities, such as an economic downturn, a natural disaster or an outbreak
of a contagious disease, or if any governmental authorities of the provinces in which we operate adopt
regulations that place additional restrictions or burdens on our universities or on the education industry in
general, our business, financial condition, results of operations and prospects may be materially and adversely
affected.

We may not be able to obtain all necessary approvals, licences and permits and to make all necessary
registrations and filings for our education and related services in China.

We are required to obtain and maintain various approvals, licences and permits and fulfil registration and
filing requirements in order to conduct and operate our education and related services. For instance, to establish
and operate a school, we are required to obtain, among others, a private school operation permit and to register
with the local civil affairs bureau or market regulation bureau to obtain a certificate of registration for a legal
entity. In addition, we need to pass annual inspections conducted by the MOE or its local branches or MHRSS or
its local branches and the local civil affairs bureau. We also need to obtain approval from the MOE or its local
branches as to the scale and scope of our student recruitment activities. During the Track Record Period, except
certain non-compliance matters disclosed under “Business — Licences and Permits” in this document, we
obtained and maintained approvals, licences and permits that are material to our business operations. However,
there is no assurance that we will always be able to obtain and maintain all requisite permits and complete the
necessary filings, renewals and registrations on a timely basis for our business operations, in particular, the
permits, approvals, licences or filings given the significant amount of discretion the local PRC authorities may
have in interpreting, implementing and enforcing relevant rules and regulations, as well as other factors beyond
our control and anticipation. For example, we obtained and maintained a private school operation permit for the
business operations for each of our three universities and an electronic publication publishing licence, an
audio-visual product publishing licence, and an online publishing service licence for the business operations of
Neusoft Electronic Press. Subsequently, certain foreign investors became minority beneficial owners of the
shares of our universities and Neusoft Electronic Press. Under the relevant PRC Laws, however, foreign
investors are not allowed to invest in news and publishing business in China and foreign investment in higher
education can only be made in the form of Sino-foreign cooperation schools. In June 2019, we interviewed the
government authorities that regulates our universities and Neusoft Electronic Press. The government authorities
confirmed that the fact that certain minority beneficial owners of our three universities and Neusoft Electronic
Press are foreign investors will not affect our universities or Neusoft Electronic Press’s maintaining of their
current licences and permits. If we fail to maintain the required licences and permits, such as the licences and
permits required for the business operations of our universities or Neusoft Electronic Press, or obtain or renew
any permits and certificates in a timely manner, we may be subject to fines, confiscation of any gains derived
from our non-compliant operations or the suspension of our non-compliant operations which may materially and
adversely affect our business and results of operations. For further details of material approvals, licences and

permits required for our operations, see “Business — Licences and permits”.

Apart from approvals, licences and permits from business operation perspective, we are also subject to
extensive governmental approvals and compliance requirements for land acquisitions and the construction of
school campus and buildings. From time to time, we renovate existing facilities or construct new buildings to

accommodate more students, ensure that our teaching facilities are up-to-date, and provide additional
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convenience and comfort to our students and staff. We may also establish new campuses and school premises as
we grow and expand our business. See “Business — Campus facilities and services — Upgrade and expansion
plans” for more details. For the construction of new school buildings, campuses and school premises, we must
obtain various permits, certificates and other approvals from the relevant government authorities at various stages
of the construction, including, for example, planning permits, construction permits, land use rights certificates,
certificates for passing environmental assessments, certificates for passing fire control assessments and
certificates for passing construction completion inspections. We had complied with relevant laws and regulations
in all material respects during the Track Record Period. However, we may in the future encounter difficulties in
fulfilling the conditions precedent to the receipt of those permits, certificates and approvals, and we may not
always be able to obtain them in a timely manner, or at all, which may subject us to administrative fines and
other penalties or be ordered to relocate our schools premises, in the worst case scenario. As a result, our
business, financial condition and results of operations may be adversely affected.

We lease several of our school premises and may not be able to control the quality, maintenance and
management of these school premises.

As of the Latest Practicable Date, we had leased 86 properties for our business operations, consisting of
68 properties leased from Independent Third Parties, and 18 inter-group leases. See ‘“Business — Properties —
Leased properties”, “Financial Information — Related party transactions” and “Connected Transactions” for
further details. Such school premises and school buildings and facilities are presumably owned and maintained
by our landlords. Accordingly, we are not in a position to effectively control the quality, maintenance and
management of such premises, buildings and facilities. In the event that the quality of the school premises,
buildings and facilities deteriorates, or if any or all of our landlords fail to properly maintain and renovate such
premises, buildings or facilities in a timely manner, or at all, our school operations could be materially and
adversely affected. In addition, if any of our landlords terminates the existing lease agreements, refuses to
continue to lease the premises to our schools when such lease agreements expire, or increases rent to a level
unacceptable to us, or even turns out to be not the owner or any other person who otherwise has the right to lease
the premises to us, we may not be able to find suitable premises as substitutes without incurring significant time
and costs in a timely manner, or at all. Were that to happen, our business, financial condition and results of

operations would be adversely affected.

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

The property valuation report set out in Appendix III to this document with respect to the appraised values
of our properties is based on various assumptions, which are subjective and uncertain in nature. The assumptions
that the Property Valuer used in the property valuation report include, among others: (i) the seller sells the
property interests in the market without the benefit of a deferred term contract, leaseback, joint venture,
management agreement or any similar arrangement, which could serve to affect the values of the property
interests, and (ii) unless otherwise stated, it is assumed that the properties are free from encumbrances,
restrictions and outgoings of an onerous nature, which could affect their values. Certain of the assumptions used

by the Property Valuer in reaching the appraised values of our properties may be inaccurate. Hence, the appraised
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values of our properties should not be taken as their actual realisable values or a forecast of their realisable
values. Unexpected changes to our properties and to the national and local economic conditions may affect the
values of these properties. You should not place undue reliance on such values attributable to these properties as

appraised by the Property Valuer.

We rely, in part, on foreign education institutions to provide our international programmes abroad.
Accordingly, our business and results of operations are partially dependent on our ability to maintain our
relationships with our partner schools.

We collaborate with foreign education institutions to provide various educational programmes for our
students and students of overseas universities. We carefully select our partner schools based on our education
programmes and our development strategies. If our partner schools fail to perform as we expect, or if our partner
schools experience difficulties in meeting our requirements or standards, or if the agreements we have entered
into with our partner schools are, regardless of the cause, terminated or not renewed, we may not be able to
continue to offer international programmes to our students or offer our educational programmes to students
abroad, which could damage our business and reputation. In addition, if our partner schools were to cease
operations, temporarily or permanently, face financial distress or other business disruptions, increase their fees,
or if our relationships with our partner schools deteriorate, we could suffer increased costs and delays in our
ability to offer students with similar international educational programmes until another partner of similar quality
could be found. If we are unsuccessful in identifying or finding appropriate partner schools or if we ineffectively
manage our relationships with them, it could have an adverse impact on our business, financial condition and
results of operations.

As COVID-19 has become a global pandemic, our international programmes are also adversely affected.
Many countries changed their immigration policies and imposed restrictions on international travel. As a result,
many of our international students are unable to return to China and certain Chinese students are also unable to
travel to overseas universities for study. We are offering online instruction for our international students for the
new semester. Depending on the arrangements of the overseas universities cooperating with us, Chinese students
enroled in our international programmes would take courses online or defer the semester. In addition, short-term
exchange programmes that were supposed to be implemented in the first half of 2020 were cancelled or delayed.
If the spread of COVID-19 in other countries and regions cannot be effectively controlled, our international
programmes for the next school year would be materially and negatively affected, which could have an adverse

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

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

Our future success is highly dependent on the acceptance, development and expansion of the market for
private for-profit education services in China. The private educational services market began to develop in the
early 1990s and has grown significantly due to favourable policies enacted by the PRC government. In 1997, the
State Council promulgated the first regulation to promote the private education industry in China. However,
private education services requiring reasonable return were not permitted in China until 2003 when the Law for
Promoting Private Education of the PRC ( ¥ A\ RALFIE R F R HER) ) became effective. Management
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and operation of private schools and universities have been subject to extensive press coverage and significant
public debate. Despite the general public interest in pursuing higher degree levels, there remains significant
uncertainty as to public acceptance of the business model of private higher education. In addition, there is
substantial uncertainty relating to the application and interpretation of PRC Laws as it relates to the promotion of
the private education industry, see “Regulations — Regulations relating to education — Regulations relating to
private education” for further details. If the private education business model fails to gain traction or wide
acceptance among the general public in China, especially among students and their parents, or if the favourable
regulatory environment otherwise changes in the future, we may be unable to grow our business, and the market
price of our Shares could be materially and adversely affected.

Accidents or injuries suffered by our students or our employees on or outside our school campuses or by
other personnel on our school campuses may adversely affect our reputation and subject us to liabilities.

We could be held liable for the accidents or injuries or other harm to students or other people at our
schools, including those caused by or otherwise arising in connection with our school facilities or employees. We
could also face claims alleging that we were negligent or we provided inadequate maintenance to our school
facilities or supervision of our employees and therefore may be held liable for accidents or injuries suffered by
our students or other people at our schools. In addition, if any of our students or teachers are involved in any act
of violence, we could face allegations that we failed to provide adequate security or were otherwise responsible
for his/her actions. We may also face reputational risk if our students or employees suffer injuries outside our
school campuses. We encountered the type of incidents mentioned above in the past in our school operations.
Our universities carry school liability insurance. To the extent we are held liable, the insurances our universities
maintained have been able to cover the damages we are obligated to pay. However, we cannot assure you that the
insurance coverage will be always adequate to fully protect us from these kinds of claims and liabilities. Similar
liability claim or negative press coverage against us or any of our employees, regardless of its validity, could
adversely affect our reputation as well as student enrolment and retention. Even if unsuccessful, such a claim
could create unfavourable publicity and cause us to incur substantial expenses and divert the time and attention
of our management, all of which may have a material adverse effect on our business, reputation, prospects,

financial condition and results of operations.

We could be liable and suffer reputational harm if a third-party service provider provides inferior food or
medical care services or harm our students, which may have a material adverse effect on our business and
reputation.

We outsource meal catering services and medical services at our universities to Independent Third Parties
which operate on-campus canteens or clinics for our students, except that Foshan University does not have
on-campus clinic as there is a hospital nearby. We require these Independent Third Parties to possess licences
and qualifications required under PRC Laws to operate such services, as well as hiring qualified personnel for
their operations. We monitor the meal preparation process and require the meal catering service providers to
adhere to our food quality standards and regularly solicit feedback from our students. We also require the third-
party medical care providers to adhere to professional standards with due care and diligence and provide quality

services to our students. However, we cannot assure you that food quality incidents or medical malpractice will
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not occur in the future and we could be exposed to reputational harm and possible legal liability as a result of

such incidents, which could materially and adversely affect our business and reputation.

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

We collaborate with a large number of enterprise partners and educational institutions in China and
overseas in a variety of school-enterprise collaboration programs, academic courses and other activities. We also
have supply contracts with various construction companies, textbook suppliers and utility suppliers. We cannot
assure you that disputes from these collaborations and contracts will not arise or our business partners and
suppliers will not bring claims against us. Any such claims, regardless of whether they are ultimately successful,

could cause us to incur litigation costs, harm our business reputation and disrupt our operations.

Failure to make adequate contributions to the social insurance plan for our foreign employees as required
by PRC Laws may subject us to penalties.

As required by PRC Laws, we participate in the employee social insurance plan administered by local
governments. Such plan consists of housing provident fund, pension, medical insurance, work-related injury
insurance, maternity insurance and unemployment insurance. According to the Interim Measures for
Participation in the Social Insurance System by Foreigners Working within the Territory of China ( {7£ " 5% A
FEERI SN N2 At G (B E 17D ), employers are required to participate in the social insurance plans and
make contributions to the social insurances for foreign employees. Employers may be required by relevant
regulatory authorities to pay the outstanding amount and be subject to late fees or fines if they fail to make
adequate social insurance contributions for their foreign employees. During the Track Record Period and prior to
early 2019, we did not make contributions to the social insurance plans for our foreign employees. See “Business
— Employees” for more details. We have started to make social insurance contributions for our foreign
employees since early 2019. We cannot assure you that the relevant local government authorities will not require
us to pay the outstanding amount within a prescribed time and impose late fees or fines on us, which may
materially and adversely affect our business, financial condition and results of operations.

We may not be able to secure additional funding to fund our operations and planned expansions.

The establishment and operation of a private higher education institution require significant initial capital
investment, including the costs of acquiring land for the school site, constructing school facilities, purchasing
equipment and hiring qualified teaching and administrative staff. We will need to secure additional funding to
fund our future capital expenditures for expanding our school network coverage and for further expanding our
service offerings. For our plan on expansion, see “Business — Campus facilities and services — Upgrade and
expansion plans”. During the Track Record Period, we funded our operations and expansions primarily with cash
generated from operations and partially with external bank loans and other borrowings. We cannot assure you
that we will be able to secure additional funding on terms acceptable to us or in a timely manner, or at all. In
particular, we may not be able to finance our operations and expansions through secured loans due to relevant
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regulatory restrictions. According to the PRC Security Law ( {3 A RILFEIERE) ) and the PRC Property
Law ( (3 N RILFIEYIHEE) ), mortgages, pledges or other encumbrances should not be created on properties
which are used for public welfare facilities. The buildings that our universities own and occupy may be
considered “public welfare facilities” according to the Law for Promoting Private Education (as amended in
2018), which provides that private education is considered in the nature of “public welfare” in the PRC.
Accordingly, education facilities of schools set up for public welfare purposes may not be mortgaged and
mortgages, pledges or other encumbrances created on education facilities may not be valid or enforceable. On
28 May 2020, the NPC enacted the Civil Code of the PRC ( <3 ARILFNE ) ) (the “Civil Code”),
which will become effective since 1 January 2021. The Civil Code amalgamates and replaces a series of
specialised laws in civil law area, including the Property Law. The Civil Code provides that non-profit legal
persons established for public good such as schools shall not mortgage their educational facilities. It may be
interpreted that the Civil Code limits the ban on property mortgage only to non-profit private schools. However,
since the Civil Code is newly enacted, its interpretation and implementation are yet to be seen. If our internally
generated capital resources and available credit facilities are insufficient to finance our capital expenditure,
growth plans and school operations, we may have to seek additional financing from third parties, including
banks, venture capital funds and other strategic investors. We may also consider raising funds through issuance
of new shares, which would lead to dilution of our existing Shareholders’ interests in our Company. If we are
unable to obtain financing in a timely manner, at a reasonable cost and on acceptable terms, we may be forced to
delay, downsize or abandon such plans, and as a result our business, financial condition and results of operations,
as well as our future prospects may be materially and adversely affected.

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

Unauthorised use of any of our intellectual property may adversely affect our business and reputation. We
rely on a combination of copyrights, trademarks, patents and trade secrets laws to protect our intellectual
property rights. Nevertheless, third parties may obtain and use our intellectual property without due
authorisation. The practice of intellectual property rights enforcement action by Chinese regulatory authorities is
in its early stage of development and is subject to significant uncertainty. We may also need to resort to litigation
and other legal proceedings to enforce our intellectual property rights. Any such action, litigation or other legal
proceedings could result in substantial costs and diversion of our management’s attention and resources and
could disrupt our business. In addition, there is no assurance that we will be able to enforce our intellectual
property rights effectively or otherwise prevent others from the unauthorised use of our intellectual property.
Failure to adequately protect our intellectual property could materially and adversely affect our brand name and
reputation, and our business, financial condition and results of operations.

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

We cannot assure you that materials and other educational content used in our schools and programmes do
not or will not infringe intellectual property rights of third parties. There is no guarantee in the future that third

parties will not claim that we have infringed on their proprietary intellectual property rights. There is no
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assurance that we will be able to successfully defend against such claims if they arise. Participation in such
litigation and legal proceedings may also cause us to incur substantial expenses and divert the time and attention
of our management. We may be required to pay damages or incur settlement expenses. In addition, in case we are
required to pay any royalties or enter into any licensing agreements with the owners of intellectual property
rights, we may find that the terms are not commercially acceptable and we may finally lose the ability to use the
related content or materials, which in turn could materially affect our educational programmes. For example, we
are currently operating our business under the name of “Neusoft” or “H¥#k”, however, we do not own such
trademark. We are only authorised by Neusoft Corporation to operate our business under such names on a royalty
free basis. If disputes arise between Neusoft Corporation and us or Neusoft Corporation terminates the licence,
and we are unable to resolve the disputes or unable to continue to use “Neusoft” or “H##Kk” on a royalty free basis,
our business, financial condition and results of operations could be materially and adversely affected. Any
similar claim against us, even without any merit, could also damage our reputation and brand image. Any such

event could have a material adverse effect on our business, financial condition and results of operations.

Unauthorised disclosures or manipulation of sensitive personal data, whether through breach of our

network security or otherwise, could expose us to litigation or could adversely affect our reputation.

Maintaining our network security and internal controls over access rights is of critical importance because
proprietary and confidential student and teacher information, such as names, addresses, and other personal
information, is stored in our computer databases located at each of our universities and subsidiaries. If our
security measures are breached as a result of actions by third parties, employee error, malfeasance or otherwise,
third parties may receive or be able to access student records, which could subject us to liabilities, interrupt our
business and adversely impact our reputation. Additionally, we run the risk that our employees or third parties
could misappropriate or illegally disclose confidential educational information in our possession. As a result, we
may be required to expend significant resources to provide additional protection from the threat of these security

breaches or to alleviate problems caused by these breaches.

We may be involved in legal and other disputes and claims from time to time arising out of our operations.

We may, from time to time, be involved in disputes with and subject to claims by parents and students,
teachers and other school personnel, our suppliers and other parties involved in our business. We cannot assure
you that when legal actions arise in the ordinary course of our business, any of the legal actions will be resolved
in our favour. In the event that such legal actions cannot be resolved in our favour, we may be subject to
uncertainties as to the outcome of such legal proceedings and our business operations may be disrupted. Legal or
other proceedings involving us may, among others, result in us incurring significant costs, divert management’s
attention and other resources, negatively affect our business operations, cause negative publicity against us or
damage our reputation, regardless whether we are successful in defending such claims or proceedings. As a
result, our business, financial condition and results of operations may be materially and adversely affected.

64 —
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The discontinuation of any preferential tax treatments currently available to us, in particular the tax
exempt status of our universities, could materially and adversely affect our results of operations.

Pursuant to Circular on Comprehensively Promoting the Pilot Programme of the Collection of Value-added
Tax in Lieu of Business Tax (€ [#A 2 14 B2 6B U (ERL R 93 A1) ), which came into effect on 1 May
2016, formal educational services provided by our three universities are exempted from the value-added tax. In
addition, pursuant to a Circular on Enterprise Income Tax Policies for Further Encouraging the Development of
the Software Industry and the Integrated Circuit Industry ( <P #E— 5 S {7 250 48 i T s L3 e A 25
EBIBCRAE A ) issued by the State Administration of Taxation and the Ministry of Finance effective as of
1 January 2011, a qualified “software enterprise” is eligible to be exempted from income tax for its first two
profitable years, followed by a 50% reduction in income tax, to a rate of 12.5%, for the subsequent three years.
Our three subsidiaries in China, i.e. Dalian Yunguan, Shanghai Ruixiang and Dalian Education, were recognised
as “software enterprise” by relevant government authorities and enjoyed income tax exemption and reduction.
Dalian Yunguan enjoyed income tax exemption for 2015 and 2016, followed by a 50% reduction in income tax
from 2017 through 2019. Shanghai Ruixiang enjoyed income tax exemption for 2017 and 2018, followed by a
50% reduction in income tax from 2019 through 2021. Dalian Education enjoyed income tax exemption for 2019
and 2020, followed by a 50% reduction in income tax from 2021 through 2023. Discontinuation of any
preferential tax treatment currently available to us or the determination of any of the relevant tax authorities that
we are not eligible for any of the preferential tax treatment on which we have relied or currently rely would cause

our effective tax rate to increase, which would increase our tax expenses and reduce our net profit.

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

We enjoy certain favourable regulatory treatment, particularly government grants and subsidies, which are
offered primarily for the purpose of promoting the development of private higher education institutions. In 2017,
2018, 2019 and the three months ended 31 March 2020, we recorded government grants and subsidies in the total
amount of approximately RMB13.2 million, RMB13.2 million, RMB16.4 million and RMB3.9 million,
respectively. See “Financial Information — Key components of our results of operations — Other Income” for
further details. However, it is in the relevant government authorities’ sole and absolute discretion, subject to
relevant PRC Laws, to determine whether and when to provide government grants and subsidies to us, if at all.
We cannot assure you that we will be able to receive government grants and subsidies in the future. Furthermore,
any unexpected changes in the PRC Laws may result in uncertainty in the availability of government grants and
subsidies or any other favourable treatment to us. If we are unable to obtain or maintain government grants and
subsidies or any other favourable treatment in the future in the same amount or at all, our business operations,

results of operations, and cash flows could be adversely affected.

Our legal right to certain leased properties could be challenged by property owners or other third parties.

As of the Latest Practicable Date, certain properties leased by us had certain defects, which may negatively
affect our continuing use of such properties. See the section headed “Business — Properties — Leased
properties” for more information. If our lease agreements with respect to these properties are regard as invalid
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agreements, or be challenged by third parties, we may have to vacate these properties and relocate to other
premises and incur expenses in such relocations. As a result, our business, results of operations and financial

condition may also be adversely affected.

We face regulatory risks and uncertainties associated with our teachers’ lack of teacher licences or teacher
qualifications.

According to the Regulations on Teacher Licences ( <Zfl&H5%MI) ), personnel engaged in teaching
activities in various types of schools and other educational institutions must obtain teacher licences (Z &A% i&
#) from education authorities. According to the Notice on Issuing Qualifications of Teachers in Vocational
Schools and Employment Training Centres and Other Vocational Training Institutions ( < BiM¥CT3 T 224 F ik
STl O B LA SR RIS 2B b o AR 52 LAERYEEA) ), all personnel engaged in the education and
teaching activities at vocational training institutions should obtain teacher qualifications (§ik2E55 3%l L i & 4%
#& ) from human resources and social security authorities. As of the Latest Practicable Date, 38 teachers of our

four training schools across China had not obtained teacher licences and/or teacher qualifications.

As of the Latest Practicable Date, we did not receive any notice of warning or been subject to any penalties
or disciplinary action from government authorities due to the lack of teacher licences or teacher qualifications.
We have obtained written or oral confirmations from the competent authorities for these four training schools,
confirming that, with respect to vocational training or educational training service without granting academic
credentials, the corresponding teacher licence examination or teacher qualification accreditation will no longer be
administered in such regions, or confirming that corresponding teacher licences or teacher qualifications are no
longer mandatorily required in practice in such regions. However, we may still be subject to penalties under the
applicable PRC Laws; our short-term training services and our results of operations may be adversely affected.
Although we believe customers of our short-term training services place more value on the quality of our training
services, the actual benefits they are able to obtain from our training, and the overall customer experience they
have, the lack of requisite teacher licences may still cause reputational harm to our short-term training services.

See “Business — Our Teachers” for more details.

Our insurance coverage may not be sufficient.

Our three universities maintain school liability insurance, school property insurance, and third party
liability insurance to safeguard against certain risks and unexpected events. See “Business — Insurance” for
more details. However, we cannot assure you that our insurance coverage in terms of amount and scope is
sufficient. We are exposed to various risks associated with our business and operations. Such risks include but
are not limited to, accidents, fires, explosions or injuries in our universities, loss of key management and
personnel, business interruption, natural disasters, terrorist attacks and social instability or any other events
beyond our control. The insurance industry in China is still at an early stage of development. Insurance
companies in China generally offer limited business-related insurance products and such products typically
command a high premium that may not be justifiable from a cost-benefit perspective. We do not have any
business disruption insurance, product liability insurance or key-man life insurance. Accordingly, any business
disruption, litigation or legal proceedings or natural disaster, such as epidemics, pandemics or earthquakes, or
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exit of our key management personnel or joining our competitors, or other events beyond our control could result
in substantial costs and the diversion of our resources. Any materialisation of the foregoing risks that we are not

adequately covered for, or at all, may adversely affect our business, financial condition and results of operations.

We may grant employees share options and other share-based compensation, which may materially impact
our results of operations in the future.

We adopted the Pre-IPO Share Incentive Scheme on 19 June 2019 and Post-IPO Share Incentive Scheme in
11 September 2020. Pursuant to the Pre-IPO Share Incentive Scheme as amended from time to time, the grant of
the share options to subscribe for an aggregate of 50,000,000 Shares was approved by the Board to be made on
the date immediately before the Listing Date. Pursuant to the Post-IPO Share Incentive Scheme, we may issue
options to subscribe for Shares to our Directors, senior management, employees, consultants and certain external
parties for their contribution to us and to attract and retain key personnel. See “Statutory and general information
— Share incentive schemes” in Appendix V. The grant of share options or any issue of award shares would have
an adverse impact to our profits. Moreover, any exercise of the share options we have granted or will grant in the
future or any issue of award shares will increase the number of our Shares and result in a dilution in the
shareholding of our Shareholders in our Company. Any sale of additional Shares acquired upon the exercise of
the share options or any issue of award shares may adversely affect the market price of our Shares.

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

In addition to the impact of COVID-19, our business could be materially and adversely affected by natural
disasters, such as earthquakes, floods, landslides, outbreaks of other health epidemics such as avian influenza and
severe acute respiratory syndrome, or SARS, and Influenza A virus, such as HSN1 subtype and H5N2 subtype flu
viruses, the Ebola virus, the Zika virus, as well as terrorist attacks, other acts of violence or war or social
instability in the region in which we operate or those generally affecting China. In particular, one of our three
universities is located in Chengdu, Sichuan province and suffered from the Wenchuan earthquake in 2008. To the
knowledge of Chengdu University, one of its students died from the Wenchuan earthquake and Chengdu
University incurred other losses and expenses in relation to this disaster. In addition, as many of our campuses
provide on-campus accommodation to our students, teachers and staff, the boarding environment exposes our
students, teachers and staff to risks of epidemics or pandemics and makes it more difficult for us to take
preventive measures if an epidemic or pandemic were to occur. Any of the above may cause material disruptions
to our operations, such as temporary closure of our schools, which in turn may materially and adversely affect
our financial condition and results of operations. If any of these occur, our schools and facilities may suffer
damage or be required to temporarily or permanently close and our business operations may be suspended or
terminated. Our students, teachers and staff may also be negatively affected by such events. In addition, any of
these could adversely affect the PRC economy and demographics of the affected region, which could in turn
cause significant declines in the number of our students applying to or enroled in our schools. If any of these
events materialise, our business, financial condition and results of operations could be materially and adversely
affected.
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RISKS RELATING TO OUR CONTRACTUAL ARRANGEMENTS

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

Foreign investment in the education industry in China is extensively regulated and subject to numerous
restrictions. Under the Special Administrative Measures for Access of Foreign Investment (Negative List) ( <5h
FABCE AR R B B M (B TS 5)) ), higher education is a restricted industry for foreign investors. Foreign
investors are allowed to invest in the higher education industry only in the form of Sino-foreign cooperative
venture in which the PRC party must play a dominant role. Furthermore, under the Implementation Opinions of
the MOE on Encouraging and Guiding the Entry of Private Capital into the Fields of Education and Promoting
the Healthy Development of Private Education issued by the MOE on 18 June 2012 ( B SE 15 35 R 1 & 4
HEAZE EIEAR M R IECE (R M B L) ), the foreign portion of the total investment in a Sino-foreign
joint venture educational institution is limited to 50%. According to the Regulation on Operating Sino-foreign
Cooperative Schools of the PRC ( ¥ AR ILANE oG 1E MR ), which was promulgated by the State
Council on 1 March 2003 and last amended on 2 March 2019, foreign investors investing in higher education
must be foreign education institutions with relevant qualifications and experience. For more details, see
“Regulations — Regulations relating to foreign investment.”

Although foreign investment in higher education is not prohibited, our subsidiaries in China are still
ineligible to independently operate our universities. Accordingly, we have been and are expected to continue to
be dependent on our Contractual Arrangements to operate our education business. If the Contractual
Arrangements that establish the structure for operating our China business are found to be in violation of any
existing or future PRC Laws or fail to obtain or maintain any of the required permits or approvals, we may not be
able to consolidate the results of operations of our Consolidated Affiliated Entities. The relevant PRC regulatory

authorities, including the MOE, would have broad discretion in dealing with such violations, including:

° revoking the business and operating licences of our PRC subsidiaries or Consolidated Affiliated
Entities;
° discontinuing or restricting the operations of any related-party transactions among our PRC

subsidiaries or Consolidated Affiliated Entities;

° imposing additional conditions or requirements with which we, our PRC subsidiaries or Consolidated

Affiliated Entities may not be able to comply;

° requiring us to undergo a costly and disruptive restructuring such as forcing us to establish new

entities, re-apply for the necessary licences or relocate our businesses, staff and assets;

° restricting or prohibiting our use of proceeds from Global Offering or other financing activities to

finance our business and operations in China; or
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o taking other regulatory or enforcement actions, including imposing fines, which could be harmful to

our business.

The imposition of any of these penalties may result in a material adverse effect on our ability to conduct
our business in China and a loss of our economic benefits in the assets and operations of our Consolidated
Affiliated Entities. In addition, if the imposition of any of these penalties causes us to lose the rights to direct the
activities of the Consolidated Affiliated Entities or our right to receive economic benefits from them, we would
no longer be able to consolidate such entities, which contributed majority of our consolidated net revenue during
the Track Record Period.

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

On 15 March 2019, the National People’s Congress approved the Foreign Investment Law, which came
into effect on 1 January 2020 and replaced the trio of existing laws regulating foreign investment in China,
namely, the Sino-foreign Equity Joint Venture Enterprise Law ( {H3E AR 405 EAEEMFEIEL) ), the
Sino-foreign Cooperative Joint Venture Enterprise Law ( (H#EANRITHE PAMELE A2L) ) and the
Wholly Foreign-invested Enterprise Law ( <3 A RALFIE SN E R 2EEE) ), together with their implementation
rules and ancillary regulations. The Foreign Investment Law embodies an expected PRC regulatory trend to
rationalise its foreign investment regulatory regime in line with prevailing international practice and the
legislative efforts to unify the corporate legal requirements for both foreign and domestic investments. However,
since it is relatively new, uncertainties still exist in relation to its interpretation and implementation. For instance,
under the Foreign Investment Law, “foreign investment” refers to the investment activities directly or indirectly
conducted by foreign individuals, enterprises or other entities in China. Though it does not explicitly classify
contractual arrangements as a form of foreign investment, there is no assurance that foreign investment via
contractual arrangements would not be interpreted as a type of indirect foreign investment activities under the
definition in the future. In addition, the definition contains a catch-all provision which includes investments made
by foreign investors through means stipulated in laws or administrative regulations or other methods prescribed
by the State Council. Therefore, it still leaves leeway for future laws, administrative regulations or provisions
promulgated by the State Council to provide for contractual arrangements as a form of foreign investment. In any
of these cases, it will be uncertain whether our Contractual Arrangements will be deemed to be in violation of the
market access requirements for foreign investment under PRC Laws. Furthermore, if future laws, administrative
regulations or provisions prescribed by the State Council mandate further actions to be taken by companies with
respect to existing contractual arrangements, we may face substantial uncertainties as to whether we can
complete such actions in a timely manner, or at all. Failure to take timely and appropriate measures to cope with
any of these or similar regulatory compliance challenges could materially and adversely affect our current
corporate structure, corporate governance and business operations.
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The Contractual Arrangements may not be as effective in providing control over our Consolidated
Affiliated Entities as direct ownership.

We have relied and expect to continue to rely on the Contractual Arrangements to operate our education
business in China. For a description of these Contractual Arrangements, see “Contractual Arrangements” in this
document. These Contractual Arrangements may not be as effective in providing us with control over our
Consolidated Affiliated Entities as equity ownership. If we had equity ownership of our Consolidated Affiliated
Entities, we would be able to exercise our rights as a direct or indirect shareholder of our Consolidated Affiliated
Entities to effect changes in the board of directors of our Consolidated Affiliated Entities, which in turn could
effect changes, subject to any applicable fiduciary obligations, at the management level. However, as these
Contractual Arrangements stand now, if our Consolidated Affiliated Entities or their shareholders fail to perform
their respective obligations under these Contractual Arrangements, we cannot exercise shareholder’s rights to
direct such corporate action as the direct ownership would otherwise entail. If the parties under such Contractual
Arrangements refuse to carry out our directions in relation to day-to-day business operations, we will be unable
to maintain effective control over the operations of our Consolidated Affiliated Entities. If we were to lose
effective control over our Consolidated Affiliated Entities, certain negative consequences would result, including
our being unable to consolidate the financial results of our Consolidated Affiliated Entities into our financial
results. Given that the revenue from our Consolidated Affiliated Entities accounted for majority of the total
revenue in our Consolidated Financial Statements in 2017, 2018, 2019 and the three months ended 31 March
2020, our financial position would be materially and adversely impacted if we were to lose effective control over
our Consolidated Affiliated Entities. In addition, losing effective control over our Consolidated Affiliated
Entities may negatively impact our operational efficiency and brand image. Further, losing effective control over
our Consolidated Affiliated Entities may impair our access to their cash flow from operations, which may reduce

our liquidity.

The beneficial owner of our Consolidated Affiliated Entities may have conflicts of interest with us, which

may materially and adversely affect our business and financial condition.

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

In addition, although the equity pledge agreement entered into by and between the JV, Neusoft Holdings
and the Operating Entity provide that the pledged equity interest shall constitute continuing security for any and
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all of the indebtedness, obligations and liabilities under all of the principal service agreements, it is possible that
a PRC court could take the position that the amounts listed on the equity pledge registration forms or estimated in
the equity pledge agreements represent the full amounts of the collateral that have been registered and perfected.
If this were to happen, the obligations that are supposed to be secured in the equity pledge agreements in excess
of the amounts listed on the equity pledge registration forms or estimated in the equity pledge agreements could

be deemed unsecured debts by the PRC court, which take the last priority among creditors.

Our exercise of the option to acquire the equity interests or sponsor interests (as the case may be) of our
Consolidated Affiliated Entities may be subject to certain limitations and we may incur substantial costs.

We may be subject to certain limitations and incur substantial cost in the exercise of the option to acquire
the equity interests or sponsor interests (as the case may be) in our Consolidated Affiliated Entities. Pursuant to
the Contractual Arrangements, the JV has the exclusive right to require the shareholders or the sponsors (as the
case may be) of our Consolidated Affiliated Entities to transfer their equity interests or sponsor interests (as the
case may be) in our Consolidated Affiliated Entities, in whole or in part, to the JV or a third party designated by
the JV at any time and from time to time, at the lowest price allowed under PRC Laws at the time of transfer. The
equity transfer may be subject to approvals from, and/or registrations with, relevant PRC regulatory authorities.
Moreover, the equity transfer price may be subject to review and tax adjustment by relevant tax authority. The
respective equity holder will then pay the equity transfer price they receive to our JV or its designated person(s)
under the Contractual Arrangements. The amount to be received by the JV or its designated person(s) may be
subject to enterprise income tax. The amount of the tax may be substantial, which could materially and adversely
affect our business, financial condition and results of operations.

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

Under the current Contractual Arrangements, if any of our Consolidated Affiliated Entities or their
respective shareholders or sponsors fail to perform its or his/her respective obligations under these Contractual
Arrangements, we may incur substantial costs and resources to enforce such arrangements and rely on legal

remedies under PRC Laws, including seeking specific performance or injunctive relief and claiming damages.

The Contractual Arrangements are governed by PRC Laws and provide for the resolution of disputes
through arbitration in China. Accordingly, these contracts will be interpreted in accordance with PRC Laws and
any disputes will be resolved in accordance with PRC legal procedures. Under PRC Laws, rulings by arbitrators
are final and the parties to a dispute cannot appeal the arbitration results in any court based on the substance of
the case. The prevailing party may enforce the arbitration award by instituting arbitration award recognition
proceedings with a competent PRC court. The legal environment in the PRC is not as developed as in other
jurisdictions, such as Hong Kong and the United States. As a result, uncertainties in the PRC legal system could
limit our ability to enforce these Contractual Arrangements. In the event that we are unable to enforce these
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Contractual Arrangements, we may not be able to exert effective control over our Consolidated Affiliated
Entities for an extended period of time or we may be permanently unable to exert control over our Consolidated
Affiliated Entities. If this were to occur, we would be unable to consolidate the financial results of our
Consolidated Affiliated Entities into our financial results, which may materially and adversely affect our
business, financial condition and results of operations and may decrease the value of our Shareholders’

investment in our Company.

In addition to the enforcement costs outlined above, during the course of disputes regarding such
enforcement action, we may temporarily lose effective control over our schools in China, which may lead to loss
of revenue or potentially lead to the incurrence of additional costs and the expending of substantial resources on
our part to operate our business in the absence of effective enforcement of these Contractual Arrangements. If
this were to occur, our business, financial condition and results of operations may be materially and adversely

affected and the value of our Shareholders’ investment in our Company may decrease.

The Contractual Arrangements may be subject to the scrutiny of the PRC tax authorities and additional
tax may be imposed, which may materially and adversely affect our results of operations and value of your

investment.

Under PRC Laws, arrangements and transactions among related parties may be subject to audit or
challenge by the PRC tax authorities. We could face material adverse tax consequences if the PRC tax authorities
determine that the exclusive management consultancy and business cooperation agreements we have with our
Consolidated Affiliated Entities do not represent an arm’s-length transaction and adjust any of those entities’
income in the form of a transfer pricing adjustment. A transfer pricing adjustment could increase our tax
liabilities. In addition, PRC tax authorities may form the view that our subsidiaries or Consolidated Affiliated
Entities have improperly minimised their tax obligations, and we may not be able to rectify any such incident
within the limited timeline required by PRC tax authorities. As a result, the PRC tax authorities may impose late
payment fees and other penalties on us for under-paid taxes, which could materially and adversely affect our

business, financial condition and results of operations.

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

The Contractual Arrangements provide for dispute resolution by way of arbitration in accordance with the
then-effective arbitration rules of China International Economic and Trade Arbitration Commission in Beijing,
China. The Contractual Arrangements contain provisions to the effect that the arbitral body may award remedies
over the equity interests or sponsor interests and/or assets of our Consolidated Affiliated Entities, injunctive relief
and/or winding up of our Consolidated Affiliated Entities. In addition, the Contractual Arrangements contain
provisions to the effect that courts in Hong Kong and the Cayman Islands are empowered to grant interim
remedies in support of the arbitration pending the formation of an arbitral tribunal. However, we have been
advised by our PRC Legal Adviser that the above-mentioned provisions contained in the Contractual
Arrangements may not be enforceable. Under PRC Laws, an arbitral body does not have the power to grant any
injunctive relief or provisional or final winding-up order to preserve the assets of or any equity interest or
sponsor interest in our Consolidated Affiliated Entities in case of disputes. Therefore, such remedies may not be
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available to us, notwithstanding the relevant contractual provisions contained in the Contractual Arrangements.
PRC Laws allow an arbitral body to award the transfer of assets of or equity interest or sponsor interests in our
Consolidated Affiliated Entities in favour of an aggrieved party. In the event of non-compliance with such award,
enforcement measures may be sought from the court. However, the court may or may not support the award of an
arbitral body when deciding whether to take enforcement measures. Under PRC Laws, courts of judicial
authorities in the PRC generally do not grant injunctive relief or the winding-up order against our Consolidated
Affiliated Entities as interim remedies to preserve the assets or equity interests or sponsor interests in favour of
any aggrieved party. Our PRC Legal Adviser is also of the view that, even though the Contractual Arrangements
provide that courts in Hong Kong and the Cayman Islands may grant and/or enforce interim remedies or in
support of arbitration, such interim remedies (even if so granted by courts in Hong Kong or the Cayman Islands
in favour of an aggrieved party) may not be recognised or enforced by PRC courts. As a result, in the event that
any of our Consolidated Affiliated Entities or their shareholders breach any of the Contractual Arrangements, we
may not be able to obtain sufficient remedies in a timely manner, and our ability to exert effective control over
our Consolidated Affiliated Entities and conduct our education business could be materially and adversely
affected. See “Contractual Arrangements — Summary of other material terms of our Contractual Arrangements
— Disputes resolution” for details regarding the enforceability of the dispute resolution provisions in the

Contractual Arrangements as opined by our PRC Legal Adviser.

We rely on dividend and other payments from the JV to pay dividends and other cash distributions to our
Shareholders and any limitation on the ability of the JV to pay dividends to us would materially and

adversely limit our ability to pay dividends to our Shareholders.

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

Shares.

Pursuant to the 2016 Decision, sponsors of private school may choose to establish non-profit or for-profit
private schools and will no longer be required to indicate whether they require reasonable returns or not.
Sponsors of for-profit private schools are entitled to retain the profits and proceeds from the schools and the
operation surplus may be allocated to the sponsors pursuant to the PRC Company Law and other relevant laws
and regulations. Sponsors of non-profit private schools are not entitled to any distribution of profits or revenue

from the non-profit schools they operate and all operation surpluses of the schools shall be used for the operation
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of the schools. However, the 2016 Decision remains silent on the requirement of the development fund of the
non-profit schools or for-profit schools. For further details of the 2016 Decision, see “Regulations — Regulations

relating to education — Regulations relating to private education.”

As a holding company, our ability to pay dividends and other cash distributions to our Shareholders
depends solely on our ability to receive dividends and other distributions from the JV, which in turn depends on
the service fees paid to the JV from our Consolidated Affiliated Entities. Our PRC Legal Adviser advises us that
the JV’s right to receive the service fees from our Consolidated Affiliated Entities does not contravene any PRC
Laws and that payment of service fees under the Contractual Arrangements should not be regarded as part of the
distribution of returns or profits to the sponsors of our schools. For further details regarding our PRC Legal
Adviser’s view on the legality of the payment of service fees under the Contractual Arrangements, see
“Contractual Arrangements — Legality of our Contractual Arrangements”. However, if the relevant PRC
government authorities take a different view, they may seek to confiscate any or all of the service fees that have
been paid by our schools to the JV, including retrospectively, to the extent that such service fees are tantamount
to “reasonable returns” (for the period prior to the 2016 Decision becoming effective) or deemed profit
distribution (after the 2016 Decision becoming effective and if our schools elect to re-register as non-profit
schools) taken by the sponsors of these schools in violation of PRC Laws. The relevant PRC government
authorities may also seek to stop student enrolments at our schools or, in a more extreme situation, revoke the
operation permits of these schools. Were that to happen, our business operations, financial condition and results
of operations would be materially and adversely affected.

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

We currently conduct our operations in China mainly through the Contractual Arrangements. As part of
these arrangements, our Consolidated Affiliated Entities hold almost all of the assets that are important to the
operation of our business, including operating permits and licences, real estate leases, land use rights, buildings,
and other educational facilities of our schools. If any of these entities goes bankrupt and all or part of their assets
become subject to liens or rights of third-party creditors, we may be unable to continue some or all of our
business activities, which could materially and adversely affect our business, financial condition and results of
operations. If any of our Consolidated Affiliated Entities undergoes a voluntary or involuntary liquidation
proceeding, its shareholders or unrelated third-party creditors may claim rights to some or all of these assets,
thereby hindering our ability to operate our business, which could materially and adversely affect our business,

our ability to generate revenue and the market price of our Shares.
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RISKS RELATING TO DOING BUSINESS IN CHINA

Adverse changes in the PRC economic, political and social conditions as well as laws and government
policies, may materially and adversely affect our business, financial condition, results of operations and
growth prospects.

Substantially all of our operations are located in China. Accordingly, our business, prospects, financial
condition and results of operations may be influenced to a significant degree by political, economic and social

conditions in China generally and by continued economic growth in China as a whole.

The Chinese economy differs from the economies of most developed countries in many respects, including
the amount of government involvement, level of development, growth rate, control of foreign exchange and
allocation of resources. Although the Chinese government has implemented measures emphasising the utilisation
of market forces for economic reform, the reduction of state ownership of productive assets and the
establishment of improved corporate governance in business enterprises, a substantial portion of productive
assets in China are still owned by the government. In addition, the Chinese government continues to play a
significant role in regulating industry development by imposing industrial policies. The Chinese government also
exercises significant control over China’s economic growth through allocating resources, controlling payment of
foreign currency-denominated obligations, setting monetary policy and providing preferential treatment to

particular industries or companies.

While the Chinese economy has experienced significant growth over the past decades, growth has been
uneven, both geographically and among various sectors of the economy. The Chinese government has
implemented various measures to encourage economic growth and guide the allocation of resources. Some of
these measures may benefit the overall Chinese economy, but may have a negative effect on us. For example, our
financial condition and results of operations may be adversely affected by government control over capital
investments or changes in tax regulations. The growth rate of the Chinese economy has gradually slowed since
2010, and the impact of COVID-19 on the Chinese economy in 2020 is likely to be severe. Any prolonged
slowdown in the Chinese economy may reduce the demand for our products and services and materially and

adversely affect our business and results of operations.

Demand for our services and our business, financial condition and results of operations may also be
materially and adversely affected by the following factors:

o political instability or changes in social conditions of the PRC;

° changes in laws, regulations, and administrative directives or the interpretation thereof;
o measures which may be introduced to control inflation or deflation; and

° changes in the rate or method of taxation.

These factors are affected by a number of variables which are beyond our control.
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A severe or prolonged downturn in the Chinese or global economy could materially and adversely affect
our business and financial condition.

COVID-19 have had a severe and negative impact on the Chinese and the global economy. Whether this
will lead to a prolonged downturn in the economy is still unknown. Even before the outbreak of COVID-19, the
global macro-economic environment was facing numerous challenges. The growth rate of the Chinese economy
had already been slowing since 2010. There is considerable uncertainty over the long-term effects of the
expansionary monetary and fiscal policies which had been adopted by the central banks and financial authorities
of some of the world’s leading economies, including the United States and China, even before 2020. Unrest,
terrorist threats and the potential for war in the Middle East and elsewhere may increase market volatility across
the globe. There have also been concerns about the relationship between China and other countries, including the
surrounding Asian countries, which may potentially have economic effects. In particular, there is significant
uncertainty about the future relationship between the United States and China with respect to trade policies,
treaties, government regulations and tariffs. Economic conditions in China are sensitive to global economic
conditions, as well as changes in domestic economic and political policies and the expected or perceived overall
economic growth rate in China. Any severe or prolonged slowdown in the global or Chinese economy may

materially and adversely affect our business, results of operations and financial condition.

PRC regulation of loans and direct investment by offshore holding companies to PRC entities may delay or
prevent us from using the proceeds of the Global Offering to make loans or additional capital
contributions to our Consolidated Affiliated Entities, which could materially and adversely affect our
liquidity and our ability to fund and expand our business operations.

In utilising the proceeds of the Global Offering in the manner described in “Future Plans and Use of
Proceeds” in this document as an offshore holding company of our PRC subsidiary, we may (i) make loans to our
subsidiaries and Consolidated Affiliated Entities in China; (ii) make additional capital contributions to our
subsidiaries in China; (iii) establish new subsidiaries in China and make capital contributions to these new
subsidiaries; and (iv) acquire offshore entities with business operations in China in an offshore transaction.
However, most of these uses are subject to PRC regulations and approvals. For example, loans by us to the JV
and our Consolidated Affiliated Entities cannot exceed statutory limits and must be registered with SAFE, or its
local branches. We expect that PRC Laws may continue to limit our use of net proceeds from the Global Offering
or from other financing sources. We cannot assure you that we will be able to obtain these government
registrations or approvals on a timely basis, if at all, with respect to future loans or capital contributions by us to
our entities in China. If we fail to receive such registrations or approvals, our ability to use the net proceeds from
the Global Offering and to capitalise our PRC operations may be negatively affected, which could adversely

affect our liquidity and our ability to fund and expand our business.
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Failure by the Shareholders or beneficial owners who are Chinese residents to make any required
applications and filings pursuant to regulations relating to offshore investment activities by Chinese
residents may prevent us from distributing profits and could expose us and our Chinese resident
Shareholders to liability under PRC Laws.

The Circular on the Management of Offshore Investment and Financing and Round Trip Investment By
Domestic Residents through Special Purpose Vehicles ( BRI A7 8 # Rk B 092 "R AME S SOR TR A
SN AT B B3 A1) ) (the “SAFE Circular No. 377), which was promulgated by SAFE and became
effective on 4 July 2014, requires a domestic institution or individual resident (the “Domestic Resident”) to file
a “Registration Form of Overseas Investments Contributed by Domestic Individual Residents” and register with
the local SAFE branch before he/she contributes assets or capital to an offshore special purpose vehicle the
purpose of offshore investment and financing, utilising assets or interests (onshore or offshore) (the “Offshore
SPV”) legally held by the Domestic Resident. Following the initial registration, the Domestic Resident is also
required to register with the local SAFE branch any major change in respect of the Offshore SPV, including,
among other things, any major change of the Offshore SPV’s Domestic Resident shareholder, name of the
Offshore SPV, term of operation, or any increase or reduction of the Offshore SPV’s registered capital, share
transfer or swap, and merger or division. Failure to comply with the registration procedures of SAFE Circular
No. 37 may result in penalties, including the imposition of restrictions on the ability of the Offshore SPV’s
Chinese subsidiary to distribute dividends to its overseas parent. Pursuant to Circular of the State Administration
of Foreign Exchange on Further Simplifying and Improving the Direct Investment-related Foreign Exchange
Administration Policies ( <[5 A1HER B 5 B A #E— 25 AL T o B &AM BLEUCR @A) ) (the “SAFE
Circular No. 13”), which were promulgated on 13 February 2015 and implemented on 1 June 2015, the foreign
exchange registration for establishing or taking control of an Offshore SPV by Domestic Residents are required
to be conducted with a qualified bank, instead of the local SAFE branch.

As of the Latest Practicable Date, all of our Domestic Resident beneficial owners have completed the
registration with qualified banks in accordance with SAFE Circular No. 37 and SAFE Circular No. 13. However,
we cannot guarantee you that all of our Domestic Resident Beneficial Owners will comply with SAFE Circular
No. 37 and SAFE Circular No. 13 registration requirements, including updating their registration pursuant to
relevant requirements or registration by future Beneficial Owners who are Domestic Residents, which is out of
our control. Any failure by our Domestic Resident Beneficial Owners to register with qualified banks and comply
with registration requirements pursuant to SAFE Circular No. 37 and SAFE Circular No. 13 or update their
filing, or the failure of future Beneficial Owners who are Domestic Residents to comply with the registration
requirements may result in penalties and the prohibition of payments to offshore parents from capital reductions,
share transfers or liquidations of our Chinese subsidiaries and could materially adversely affect our ownership

structure, acquisition strategy, business operations and ability to make dividend payments to our Shareholders.
Failure to comply with PRC regulations regarding the registration requirements for employee share
ownership plans or share option plans may subject the PRC plan participants or us to fines and other legal

or administrative sanctions.

In February 2012, SAFE promulgated the Notices on Issues Concerning the Foreign Exchange

Administration for Domestic Individuals Participating in Stock Incentive Plans of Overseas Publicly-Listed
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Companies (< ZA1HER 31 R B 358 A A1\ 2 BRI A0 1 71720 W) AR HE S =1 30 S /S S B DBV AN ) ) (the
“Stock Option Rules”). Under the Stock Option Rules and other relevant rules and regulations, PRC residents
who participate in stock incentive plan in an overseas publicly-listed company are required to register with SAFE
or its local branches and complete certain other procedures. Participants of a stock incentive plan who are PRC
residents must retain a qualified PRC agent, which could be a PRC subsidiary of the overseas publicly-listed
company or another qualified institution selected by the PRC subsidiary, to conduct the SAFE registration and
other procedures with respect to the stock incentive plan on behalf of its participants. The participants must also
retain an overseas entrusted institution to handle matters in connection with their exercise of stock options, the
purchase and sale of corresponding stocks or interests and fund transfers. In addition, the PRC agent is required
to amend the SAFE registration with respect to the stock incentive plan if there is any material change to the
stock incentive plan, the PRC agent or the overseas entrusted institution or other material changes. We and our
PRC employees who have been granted share options will be subject to these regulations upon the completion of
the Global Offering. Failure of our PRC share option holders to complete their SAFE registrations may subject
these PRC residents to fines and legal sanctions and may also limit our ability to contribute additional capital into
our PRC subsidiaries, limited our PRC subsidiaries’ ability to distribute dividends to us, or otherwise materially

and adversely affect our business, financial condition and results of operations.

Restrictions on currency exchange under PRC Laws may limit our ability to convert cash derived from
our operating activities into foreign currencies and may materially and adversely affect the value of your

investment.

The PRC government imposes controls on the convertibility of Renminbi into foreign currencies and, in
certain cases, the remittance of currency out of China. We receive substantially all of our revenue in Renminbi.
Under our current corporate structure, our income is primarily derived from dividend payments from the JV.
Shortages in the availability of foreign currency may restrict the ability of our PRC subsidiaries and our
Consolidated Affiliated Entities to remit sufficient foreign currency to pay dividends or other payments to us, or
otherwise satisfy their foreign currency denominated obligations, if any. Under the existing PRC foreign
exchange regulations, conversion of Renminbi is permitted, without prior approval from SAFE, for current
account transactions, including profit distributions, interest payments and expenditures from trade-related
transactions, as long as certain procedural requirements are complied with. However, approval from and
registration with SAFE and other PRC regulatory authorities are required where Renminbi is to be converted into
foreign currency and remitted out of China for capital account transactions, which includes foreign direct
investment and repayment of loans denominated in foreign currencies. The PRC government may also, at its
discretion, restrict access in the future to foreign currencies for current account transactions. Any existing and
future restrictions on currency exchange in China may limit our ability to convert cash derived from our
operating activities into foreign currencies to fund expenditures denominated in foreign currencies. If the foreign
exchange restrictions in China prevent us from obtaining Hong Kong dollars or other foreign currencies as
required, we may not be able to pay dividends in Hong Kong dollars or other foreign currencies to our
Shareholders. Furthermore, foreign exchange control in respect of the capital account transactions could affect
our PRC subsidiaries’ ability to obtain foreign exchange or conversion into Renminbi through debt or equity

financing, including by means of loans or capital contributions from us.
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Fluctuations in exchange rates may result in foreign currency exchange losses and may have a material
adverse effect on your investment.

The value of the Renminbi has been under pressure of appreciation in recent years. Due to international
pressures on the PRC to allow more flexible exchange rates for the Renminbi, the economic situation and
financial market developments in the PRC and abroad and the balance of payments situation in the PRC, the PRC
government has decided to proceed further with reform of the Renminbi exchange rate regime and to enhance the
Renminbi exchange rate flexibility.

Substantially all of our revenue, costs and financial assets were denominated in Renminbi during the Track
Record Period. We rely entirely on dividends and other fees paid to us by our PRC subsidiaries and our
Consolidated Affiliated Entities. Our proceeds from the Global Offering will be denominated in Hong Kong
dollars. Any significant change in the exchange rates of the Hong Kong dollar against Renminbi may materially
and adversely affect the value of, and any dividends payable on, our Shares in Hong Kong dollars. For example,
a further appreciation of Renminbi against the Hong Kong dollar would make any new Renminbi-denominated
investments or expenditures more costly to us, to the extent that we need to convert Hong Kong dollars into
Renminbi for such purposes. An appreciation of Renminbi against the Hong Kong dollar would also result in
foreign currency translation losses for financial reporting purposes when we translate our Hong Kong dollar
denominated financial assets into Renminbi, as Renminbi is the functional currency of our PRC subsidiaries and
Consolidated Affiliated Entities. Conversely, if we decide to convert our Renminbi into Hong Kong dollars for
the purpose of making payments for dividends on our Shares or for other business purposes, appreciation of the
Hong Kong dollar against Renminbi would have a negative effect on the Hong Kong dollar amount available to

us.

Inflation in the PRC could negatively affect our profitability and growth.

The economy of China has been experiencing significant growth, leading to inflation and increased labour
costs. According to the National Bureau of Statistics of China, the year-over-year percent change in the consumer
price index in China was 2.9% in 2019. China’s overall economy and the average wage in the PRC are expected
to continue to grow. Future increases in China’s inflation and material increases in the cost of labour may
materially and adversely affect our profitability and results of operations unless we are able to pass on these costs

to our students by increasing tuition fees and/or boarding fees.

The legal system of the PRC is not fully developed and there are inherent uncertainties that may affect the
protection afforded to our business and our Shareholders.

Our business and operations in the PRC are governed by the PRC legal system that is based on written
statutes. Prior court decisions may be cited for reference but have limited precedential value. Since the late
1970s, the PRC government has promulgated laws and regulations dealing with economic matters such as foreign
investment, corporate organisation and governance, commerce, taxation and trade. However, as these laws and
regulations continue to evolve, interpretation and enforcement of these laws and regulations involve significant

uncertainties and different degrees of inconsistency. Some of the laws and regulations are still in the



RISK FACTORS

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

management attention.

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

It may be difficult to effect service of process upon us, our Directors or our executive officers that reside in
the PRC or to enforce against them or us in the PRC any judgements obtained from non-PRC courts.

The legal framework to which our Group is subject is materially different from the Companies Ordinance
or corporate law in the United States and other jurisdictions with respect to certain areas, including the protection
of minority shareholders. In addition, the mechanisms for enforcement of rights under the corporate governance
framework to which our Company is subject are also relatively undeveloped and untested. However, according to
the PRC Company Law, shareholders may commence a derivative action against the directors, supervisors,

officers or any third party on behalf of a company under certain circumstances.

On 14 July 2006, the Supreme People’s Court of the PRC and the Government of Hong Kong signed the
Arrangement on Reciprocal Recognition and Enforcement of Judgements in Civil and Commercial Matters by
the Courts of the Mainland and of the Hong Kong Special Administrative Region Pursuant to Choice of Court
Agreements between Parties Concerned (B A A1 3t B Vs 45 Il 47 1R [ 125 e A 58 PT FIAA T 8 5 N I sl B B 11 R 7
HEMH P EPE) ) (the “2006 Arrangement”). Under the 2006 Arrangement, where any designated people’s
court in the PRC or any designated Hong Kong court has made an enforceable final judgement requiring payment
of money in a civil and commercial case pursuant to a choice of court agreement in writing by the parties, any
party concerned may apply to the relevant people’s court in the PRC or Hong Kong court for recognition and
enforcement of the judgement. Although this arrangement became effective on 1 August 2008, the outcome and

effectiveness of any action brought under the arrangement may still be uncertain.
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On 18 January 2019, the Supreme People’s Court of the Peoples Republic of China and the Department of
Justice under the Government of the Hong Kong Special Administrative Region signed the Arrangement on
Reciprocal Recognition and Enforcement of Judgements in Civil and Commercial Matters by the Courts of the
Mainland and of the Hong Kong Special Administrative Region (B /A b S22 3 45 il £ 7 B I35 e AR B 58 m] ANl
TR FEE AP LHE) ) (the “2019 Arrangement”). The 2019 Arrangement, for the reciprocal recognition
and enforcement of judgements in civil and commercial matters between the courts in mainland China and those
in the Hong Kong Special Administrative Region, stipulates the scope and particulars of judgements, the
procedures and ways of the application for recognition or enforcement, the review of the jurisdiction of the court
that issued the original judgement, the circumstances where the recognition and enforcement of a judgement shall
be refused, and the approaches towards remedies, among others. After a judicial interpretation has been
promulgated by the Supreme People’s Court and the relevant procedures have been completed by Hong Kong,
both sides shall announce a date on which the 2019 Arrangement shall come into effect. The 2019 Arrangement
shall apply to any judgement made on or after its effective date by the courts of both sides. The 2006
Arrangement shall be terminated on the same day when the 2019 Arrangement comes into effect. If a written
choice of court agreement has been signed by parties according to the 2006 Arrangement prior to the effective
date of the 2019 Arrangement, the 2006 Arrangement shall still apply. Although the 2019 Arrangement has been
signed, its effective date has yet to be announced. Therefore, there are still uncertainties about the outcomes and

effectiveness of enforcement or recognition of judgements under the 2019 Arrangement.

Most of our senior management members reside in China, and substantially all of our assets, and
substantially all of the assets of those persons are located in China. Therefore, it may be difficult for investors to
effect service of process upon those persons inside China or to enforce against us or them in China any
judgements obtained from non-PRC courts. China does not have treaties providing for the reciprocal recognition
and enforcement of judgements of courts with the Cayman Islands, the United States, the United Kingdom, Japan
and many other developed countries. Therefore, recognition and enforcement in China of judgements of a court
in any of these jurisdictions in relation to any matter not subject to a binding arbitration provision may be

difficult or even impossible.

If we are classified as a PRC “resident enterprise’’, holders of our Shares may be subject to a PRC
withholding tax upon the dividends payable by us and upon gain from the sale of our Shares.

Under the Enterprise Income Tax Law ( {3 ARILFBMIEFHEFIE) ) and its implementing
regulations, an enterprise established outside China with its “de facto management body” within China is
considered a “resident enterprise” in China and will be subject to the PRC enterprise income tax at the rate of
25% on its worldwide income. The tax authority will normally review factors such as the routine operation of the
organisational body that effectively manages the enterprise’s production and business operations, locations of
personnel holding decision-making power, location of finance and accounting functions and properties of the
enterprise. The Enterprise Income Tax Law’s implementation regulations define the term “de facto management
bodies” as “establishments that carry out substantial and overall management and control over the manufacturing
and business operations, personnel, accounting, properties, etc. of an enterprise”. The State Administration of
Taxation issued the Notice Regarding the Determination of Chinese-Controlled Overseas Incorporated
Enterprises as PRC Tax Resident Enterprises on the Basis of De Facto Management Bodies (the “SAT Circular
827,  CBHAIRAN T b HE B A AR P P A e A J R R B AR @%T) ) on 22 April 2009.
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SAT Circular 82 provides certain specific criteria for determining whether the “de facto management body” of a
Chinese-controlled offshore incorporated enterprise is located inside China, stating that only a company meeting
all the criteria would be deemed having its de facto management body inside China. One of the criteria is that a
company’s major assets, accounting books and minutes and files of its board and shareholders’ meetings are
located or kept in the PRC. In addition, SAT issued a bulletin on 27 July 2011 and last amended in 2018,
providing more guidance on the implementation of SAT Circular 82. This bulletin clarifies matters including
residence status determination, post-determination administration and competent tax authorities. Although both
SAT Circular 82 and the bulletin only apply to offshore enterprises controlled by PRC enterprises and there are
currently no further detailed rules or precedents applicable to us governing the procedures and specific criteria
for determining “de facto management body” for companies like ours, the determination criteria set forth in SAT
Circular 82 and the bulletin may reflect SAT’s general position on how the “de facto management body” test
should be applied in determining the tax residency status of offshore enterprises and how the administration
measures should be implemented with respect to such enterprises, regardless of whether they are controlled by
PRC enterprises or PRC individuals.

As most of our senior management members are based in China, it remains unclear as to how the tax
residency rule will apply to our case. We do not believe that our Company or any of our Hong Kong or BVI
subsidiaries should be qualified as a “resident enterprise”, as each of our offshore holding entities is a company
incorporated outside the PRC. As holding companies, each of these entities’ corporate documents, minutes and
files of the board and shareholders’ meetings are located and kept outside of the PRC. Therefore, we believe that
none of our offshore holding entities should be treated as a “resident enterprise” with its “de facto management
bodies” located within China as defined by the relevant regulations for PRC enterprise income tax purposes.
However, as the tax resident status of an enterprise is subject to determination by the PRC tax authorities, there

are uncertainties and risks associated with this issue.

Under the Enterprise Income Tax Law, shareholders of a PRC resident enterprise will be subject to a 10%
withholding tax upon dividends received from the PRC resident enterprise and on gain recognised with respect to
the sale of shares of the resident enterprise. Accordingly, if we are treated as a PRC resident enterprise, our
Shareholders may be subject to a 10% withholding tax upon dividends received from us and on gain recognised
with respect to the sale of our Shares, unless such withholding tax is reduced by an applicable income tax treaty
between China and the jurisdiction of the Shareholder. Any such tax may reduce the returns on your investment
in our Shares.

The heightened scrutiny over acquisitions from the PRC tax authorities may have an adverse impact on
our business, acquisition or offshore restructuring.

On 3 February 2015, SAT promulgated the Public Announcement on Several Issues Concerning Enterprise
Income Tax for Indirect Transfer of Assets by Non-Resident Enterprises ( € B I J R 4 35 H] e g 1 7 > 26 o
BBIA TN A ) (the “Circular 7”), which heightened the PRC tax authorities’ scrutiny on indirect
transfers, by a non-resident enterprise, of assets (including equity interests) of a PRC resident enterprise (the
“PRC Taxable Assets”) and stipulated that tax authorities in the PRC are entitled to reclassify the nature of an

indirect transfer of PRC Taxable Assets, when a non-resident enterprise transfers PRC Taxable Assets indirectly
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by disposing of an equity interest in an overseas holding company which directly or indirectly hold the PRC
Taxable Assets, by disregarding the existence of the overseas holding company and considering the transaction to
be a direct transfer of PRC Taxable Assets, if such transfer is deemed to have been made for the purpose of

evading PRC enterprises income tax and without any reasonable commercial purpose.

There is uncertainty as to the application of the Circular 7. The Circular 7 may be determined by the tax
authorities to be applicable to our offshore restructuring transactions, future acquisitions or sale of the shares of
our offshore subsidiaries, where non-resident enterprise transferors were involved. Furthermore, we, our
non-resident enterprises and PRC subsidiaries may be required to spend valuable resources to comply with the
Circular 7 or to establish that we and our non-resident enterprises should not be taxed under the Circular 7 for our
restructuring or disposal of shares of our offshore subsidiaries, which may have a material adverse effect on our

financial condition and results of operations.

RISKS RELATING TO THE GLOBAL OFFERING

The interests of our Controlling Shareholders may differ from your interests and they may exercise their
vote to the disadvantage of our minority Shareholders.

Immediately following the completion of the Global Offering, our Controlling Shareholders will control
75.0% of our total issued share capital (assuming the Over-allotment Option and the options granted under the
Pre-IPO Share Incentive Scheme are not exercised and no Shares are granted under the Post-IPO Share Incentive
Scheme). Accordingly, the Controlling Shareholders will, for the foreseeable future, through their voting control,
be able to exercise substantial influence over our operations and business strategy, such as matters related to the
composition of our Board, selection of our senior management, amount and timing of dividends and other
distributions, our overall strategic and investment decisions, issuance of securities and adjustment to our capital
structure, amendment to our memorandum and articles of association, and other corporate actions requiring
approval of our Shareholders, including merger, consolidation or sale of our assets, or any other change of
control event that may affect our other Shareholders generally. Such voting control may discourage certain types
of transactions, including those involving an actual or potential change of control of our Company. In the event
that there is a divergence of our strategic and other interests from those of the Controlling Shareholders in the
future, the Controlling Shareholders may exercise control over our Company in ways that conflict with the

interests of our other Shareholders, and minority Shareholders could be disadvantaged.

No public market currently exists for our Shares; the market price for our Shares may be volatile and an
active trading market for our Shares may not develop.

No public market currently exists for our Shares. The initial Offer Price for our Shares to the public will be
the result of negotiations between our Company and CLSA Limited (for itself and on behalf of the Underwriters),
and the Offer Price may differ significantly from the market price of the Shares following the Global Offering.
We have applied to the Stock Exchange for the listing of, and permission to deal in, the Shares. A listing on the
Stock Exchange, however, does not guarantee that an active and liquid trading market for the Shares will
develop, or if it does develop, that it will be sustained following the Global Offering, or that the market price of
the Shares will not decline following the Global Offering.
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In addition, the trading price and trading volume of the Shares may be subject to significant volatility in

responses to various factors, including:

variations in our operating results;

° changes in financial estimates by securities analysts;

° announcements made by us or our competitors;

° regulatory developments in China affecting us, our industry or our Contractual Arrangements;

° investors’ perception of us and of the investment environment in Asia, including Hong Kong and
China;

° developments in the education market in China;

° changes in the economic performance or market valuations of other education companies;

o the depth and liquidity of the market for our Shares;

° additions to or departures of, our executive officers and other members of our senior management;
° release or expiry of lock-up or other transfer restrictions on our Shares;

° sales or anticipated sales of additional Shares; and

o the general economy and other factors.

Moreover, shares of other companies listed on the Stock Exchange with significant operations and assets in
China have experienced price volatility in the past, and it is possible that our Shares may be subject to changes in

price not directly related to our performance.

The liquidity, trading volume and market price of our Shares following the Global Offering may be
volatile.

The trading volume and market price for our Shares may be volatile and subject to wide fluctuations in
response to factors such as actual or anticipated fluctuations in our quarterly operating results, changes in
financial estimates by securities research analysts, changes in the economic performance or market valuations of
other education companies, announcements by us or our competitors of material acquisitions, strategic
partnerships, joint ventures or capital commitments, addition or departure of our executive officers and key
personnel, fluctuations of exchange rates between the Renminbi and the Hong Kong dollar, intellectual property

84 —
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litigation, release of lock-up or other transfer restrictions on our Shares, and economic or political conditions in
China. In addition, the performance, and fluctuation in market prices, of other companies with business
operations located mainly in China that have listed their securities in Hong Kong may affect the volatility in the
price of and trading volumes of our Shares. Furthermore, the securities market has from time to time experienced
significant price and volume fluctuations that are not related to the operating performance of particular
companies. These market fluctuations may also materially and adversely affect the price of and trading volume

of our Shares.

Because the initial Offer Price is substantially higher than the pro forma net tangible book value per
Share, you will experience immediate and substantial dilution.

If you purchase Shares in the Global Offering, you will pay more for each Share than the corresponding
amount paid by existing Shareholders for their Shares. As a result, you will experience immediate and substantial
dilution upon purchase of the Shares in the Global Offering. In addition, you may experience further dilution to
the extent that our Shares are issued upon the exercise of share options.

Substantial future sales or the expectation of substantial sales of our Shares in the public market could
cause the market price of our Shares to decline.

Although our Controlling Shareholders are subject to a lock-up after the Listing as described in
“Underwriting — Underwriting arrangements and expenses” in this document, future sales of a significant
number of our Shares by our Controlling Shareholders in the public market after the expiry of the lock-up period,
or the perception that these sales could occur, could cause the market price of our Shares to decline and could
materially impair our future ability to raise capital through offerings of our Shares.

We cannot assure you that our Controlling Shareholders will not dispose of Shares held by them or that we
will not issue Shares pursuant to the general mandate to issue shares granted to our Directors as described in
“Statutory and general information” in Appendix V to this document or otherwise, upon the expiration of
restrictions set out above. We cannot predict the effect, if any, that any future sales of Shares by our Controlling
Shareholders, or the availability of Shares for sale by our Controlling Shareholders, or the issuance of Shares by
the Company may have on the market price of the Shares. Sale or issuance of a substantial amount of Shares by
our Controlling Shareholders or us, or the market perception that such sale or issuance may occur, could

materially and adversely affect the prevailing market price of the Shares.

We may need additional capital, and the sale or issue of additional Shares or other equity securities,
including pursuant to the Pre-IPO Share Incentive Scheme and the Post-IPO Share Incentive Scheme,
could result in additional dilution to our Shareholders.

Notwithstanding our current cash and cash equivalents and the net proceeds from the Global Offering, we
may, however, require additional cash resources to finance our continued growth or other future developments,
including any investments or acquisitions we may decide to pursue. The amount and timing of such additional

financing needs will vary depending on the timing of new school openings, investments in and/or acquisitions of



RISK FACTORS

new education programmes or businesses from third parties, and the amount of cash flow from our operations. If
our resources are insufficient to satisfy our cash requirements, we may seek additional financing through selling
additional equity or debt securities or obtaining a credit facility. The sale of additional equity securities could
result in additional dilution to our Shareholders. Furthermore, we may issue Shares pursuant to the exercise of
options granted under the Pre-IPO Share Incentive Scheme and to be granted under the Post-IPO Share Incentive
Scheme, which would further dilute Shareholders’ interests in our Company. The incurrence of indebtedness
would result in increased debt service obligations and could result in operating and financing covenants that may,
among other things, restrict our operations or our ability to pay dividends. Servicing such debt obligations could
also be burdensome to our operations. If we fail to service the debt obligations or are unable to comply with such
debt covenants, we could be in default under the relevant debt obligations and our liquidity and financial

condition may be materially and adversely affected.

Our ability to obtain additional capital on acceptable terms is subject to a variety of uncertainties,

including:
° investors’ perception of, and demand for, securities of educational service providers;
° conditions in Hong Kong and other capital markets in which we may seek to raise funds;
o our future results of operations, financial condition and cash flows;
° PRC governmental regulation of foreign investment in education in China;
° economic, political and other conditions in China; and
o PRC governmental policies relating to foreign currency borrowings.

We cannot assure you that financing will be available in the amounts or on terms acceptable to us, if at all.
If we fail to raise additional funds, we may need to sell debt or additional equity securities or reduce our growth

to a level that can be supported by our cash flow, or defer planned expenditures.

We are a Cayman Islands company and, because judicial precedent regarding the rights of shareholders is
more limited under Cayman Islands law than other jurisdictions, you may have difficulties in protecting

your Shareholder rights.

Our corporate affairs are governed by our Memorandum and Articles and by the Cayman Companies Law
and common law of the Cayman Islands. The rights of Shareholders to take legal action against our Directors and
us, actions by minority Shareholders and the fiduciary responsibilities of our Directors to us under Cayman
Islands law are to a large extent governed by the common law of the Cayman Islands. The common law of the
Cayman Islands is derived in part from comparatively limited judicial precedent in the Cayman Islands as well as
from English common law, which has persuasive, but not binding, authority on a court in the Cayman Islands.
The laws of the Cayman Islands relating to the protection of the interests of minority shareholders differ in some
respects from those established under statutes and judicial precedent in existence in other jurisdictions, see

“Summary of the constitution of our Company and Cayman Companies Law” in Appendix IV.
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As a result of all of the above, our minority Shareholders may have difficulties in protecting their interests

through actions against our management, Directors or major Shareholders.

There will be a gap of several days between pricing and trading of our Shares, and the price of our Shares
when trading begins could fall during the period before trading of our Shares begins.

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

Facts, forecasts and statistics in this document relating to the PRC economy and the education industry
may not be fully reliable.

Facts, forecasts and statistics in this document relating to the PRC, the PRC economy, the education
industry in China, the PRC higher education market and the private education market in the PRC are obtained
from various sources including official government publications that we believe are reliable, as well as from a
report prepared by Frost & Sullivan commissioned by us. However, we cannot guarantee the quality or reliability
of these sources. Neither we, the Joint Global Coordinators, the Sole Sponsor, the Underwriters or any other
party involved in the Global Offering nor our or their respective affiliates or advisers have verified the facts,
forecasts and statistics nor ascertained the underlying economic assumptions relied upon in those facts, forecasts
and statistics obtained from these sources. Due to possibly flawed or ineffective collection methods or
discrepancies between published information and market practice and other problems, the statistics in this
document relating to the PRC, the PRC economy, the education industry in China, the PRC higher education
market, the private education market in the PRC, the software and IT service industry in the PRC, the private
higher IT education market in the PRC, the continuing education market in the PRC and the IT value-added
educational service market in the PRC may be inaccurate or may not be comparable to statistics produced for
other economies and should not be unduly relied upon. As such, no representation as to the accuracy of such
facts, forecasts and statistics obtained from various sources is made. Moreover, these facts, forecasts and
statistics involve risks and uncertainties and are subject to change based on various factors, some of which are
not under our control, and should not be unduly relied upon. Further, there can be no assurances that they are

stated or compiled on the same basis or with the same degree of accuracy, as may be the case in other countries.

You should read the entire document carefully, and we strongly caution you not to place any reliance on
any information contained in press articles or other media regarding us or the Global Offering.

There may be, subsequent to the date of this document but prior to the completion of the Global Offering,
press and media coverage regarding us and the Global Offering, which may contain, among other things, certain
financial information, projections, valuations and other forward-looking information about us and the Global
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Offering. We have not authorised the disclosure of any such information in the press or media and do not accept
responsibility for the accuracy or completeness of such press articles or other media coverage. We make no
representation as to the appropriateness, accuracy, completeness or reliability of any of the projections,
valuations or other forward-looking information about us. To the extent such statements are inconsistent with, or
conflict with, the information contained in this document, we disclaim responsibility for them. Accordingly,
prospective investors are cautioned to make their investment decisions on the basis of the information contained

in this document only and should not rely on any other information.

You should rely solely upon the information contained in this document, the Application Forms and any
formal announcements made by us in Hong Kong in making your investment decision regarding our Shares. We
do not accept any responsibility for the accuracy or completeness of any information reported by the press or
other media, nor the fairness or appropriateness of any forecasts, views or opinions expressed by the press or
other media regarding our Shares, the Global Offering or us. We make no representation as to the
appropriateness, accuracy, completeness or reliability of any such data or publication. Accordingly, prospective
investors should not rely on any such information, reports or publications in making their decisions as to whether
to invest in our Global Offering. By applying to purchase our Shares in the Global Offering, you will be deemed
to have agreed that you will not rely on any information other than that contained in this document and the
Application Forms.

There can be no assurance of the accuracy or completeness of certain facts, forecasts and other statistics
obtained from various independent third party sources, including the industry expert reports, contained in
this document.

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

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

Our management may spend the net proceeds from the Global Offering in ways you may not agree with or
that do not yield a favourable return. We plan to use the net proceeds from the Global Offering to, among others,
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expand our current schools and acquire or cooperate with other universities. For details of our intended use of
proceeds, see “Future Plans and Use of Proceeds” in this document. However, our management will have
discretion as to the actual application of our net proceeds. You are entrusting your funds to our management,

upon whose judgement you must depend, for the specific uses we will make of the net proceeds from this Global

Offering.



WAIVERS AND EXEMPTION FROM STRICT COMPLIANCE WITH THE
LISTING RULES AND THE COMPANIES (WINDING UP AND
MISCELLANEOUS PROVISIONS) ORDINANCE

In preparation for the Listing, we have sought the following waivers from strict compliance with the
relevant provisions of the Listing Rules and exemptions from compliance with the Companies (Winding Up and

Miscellaneous Provisions) Ordinance.

WAIVER IN RESPECT OF MANAGEMENT PRESENCE IN HONG KONG

Pursuant to Rule 8.12 of the Listing Rules, an issuer must have sufficient management presence in Hong

Kong. This normally means that at least two of its executive directors must be ordinarily resident in Hong Kong.

We do not have sufficient management presence in Hong Kong for the purposes of satisfying the
requirements under Rule 8.12 of the Listing Rules. Our Group’s management, business operations and assets are
primarily based outside Hong Kong. The principal management headquarters and senior management of our
Group are primarily based in mainland China. Our Directors consider that the appointment of executive Directors
who will be ordinarily resident in Hong Kong would not be beneficial to, or appropriate for, our Group and
therefore would not be in the best interests of our Company and our Shareholders as a whole. Accordingly, we
have applied to the Stock Exchange for, and the Stock Exchange has granted us, a waiver from strict compliance
with the requirements under Rule 8.12 of the Listing Rules. We will ensure that there is an effective channel of

communication between us and the Stock Exchange by way of the following arrangements:

(a) pursuant to Rule 3.05 of the Listing Rules, we have appointed and will continue to maintain two
authorised representatives, namely, Dr. Wen, the Company’s executive Director and chief executive
officer, and Ms. MAK Po Man Cherie (“Ms. Mak”), one of the Company’s joint company
secretaries, to be, at all times, the principal communication channel between the Stock Exchange and
our Company. Each of our authorised representatives will be readily contactable by the Stock
Exchange by telephone, facsimile and/or email to deal promptly with enquiries from the Stock
Exchange. Both of our authorised representatives are authorised to communicate on our behalf with
the Stock Exchange;

(b) we will implement a policy to provide the contact details of each Director (such as mobile phone
numbers, office numbers, residential phone numbers, email addresses and fax numbers) to each of
the authorised representatives and to the Stock Exchange. This will ensure that each of the authorised
representatives and the Stock Exchange will have the means to contact all our Directors (including
our independent non-executive Directors) promptly as and when required, including means to

communicate with our Directors when they are travelling;
(c) we will ensure that all Directors who are not ordinarily resident in Hong Kong have valid travel
documents to visit Hong Kong and will be able to come to Hong Kong to meet with the Stock

Exchange within a reasonable period of time when required;

(d) we have retained the services of the Compliance Adviser, in accordance with Rule 3A.19 of the
Listing Rules. The Compliance Adviser will provide our Company with professional advice on
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ongoing compliance with the Listing Rules. We will ensure that the Compliance Adviser has prompt
access to our Company’s authorised representatives and Directors who will provide to the
Compliance Adviser such information and assistance as the Compliance Adviser may need or may
reasonably request in connection with the performance of the Compliance Adviser’s duties. The
Compliance Adviser will also provide advice in compliance with Rules 3A.23 of the Listing Rules;
and

(e) meetings between the Stock Exchange and our Directors could be arranged through the authorised
representatives or the Compliance Adviser, or directly with our Directors within a reasonable time.
Our Company will inform the Stock Exchange as soon as practicable in respect of any change in the
authorised representatives and/or the Compliance Adviser in accordance with the Listing Rules.

WAIVER IN RESPECT OF CONTINUING CONNECTED TRANSACTIONS

We entered into certain transactions that would constitute continuing connected transactions of our
Company under the Listing Rules following completion of the Global Offering. We have applied to the Stock
Exchange for, and the Stock Exchange has granted us, a waiver from strict compliance with Chapter 14A of the
Listing Rules for these continuing connected transactions. See “Connected transactions” for further details.
WAIVER IN RESPECT OF JOINT COMPANY SECRETARIES

Pursuant to Rules 8.17 and 3.28 of the Listing Rules, an issuer’s company secretary must be an individual
who, by virtue of his/her academic or professional qualifications or relevant experience, is, in the opinion of the

Stock Exchange, capable of discharging the functions of the company secretary.

Pursuant to Note 1 to Rule 3.28 of the Listing Rules, the Stock Exchange considers the following academic

or professional qualifications to be acceptable:

(a) aMember of The Hong Kong Institute of Chartered Secretaries (“HKICS”);

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

(c) acertified public accountant as defined in the Professional Accountants Ordinance (Chapter 50 of the
Laws of Hong Kong) (“Certified Public Accountant”).

Pursuant to Note 2 to Rule 3.28 of the Listing Rules, in assessing “relevant experience”, the Stock

Exchange will consider the individual’s:

(a) length of employment with the issuer and other issuers and the roles he/she played;
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(b) familiarity with the Listing Rules and other relevant law and regulations including the Securities and
Futures Ordinance, Companies Ordinance, Companies (Winding Up and Miscellaneous Provisions)

Ordinance and the Takeovers Code;

(c) relevant training taken and/or to be taken in addition to the minimum requirement of taking not less
than fifteen hours of relevant professional training in each financial year under Rule 3.29 of the

Listing Rules; and

(d) professional qualifications in other jurisdictions.

Our Company has appointed Ms. HE Jing (“Ms. He”) of our Group and Ms. Mak of SWCS Corporate
Services Group (Hong Kong) Limited as our joint company secretaries. Ms. Mak is an associate member of
HKICS and the Chartered Governance Institute (formerly known as the Institute of Chartered Secretaries and
Administrators) in the United Kingdom. She is also a Certified Public Accountant and has previous and current
experience as company secretary of other companies listed on the Stock Exchange. As such, Ms. Mak meets the
qualification requirements under Note 1 to Rule 3.28 of the Listing Rules and is in compliance with Rule 8.17 of
the Listing Rules.

Ms. He joined our Group in April 2018 and was appointed the head of the office of the board of directors
of Dalian Education since April 2020. Ms. He was the deputy director of the general management department of
Dalian Education from November 2018 to April 2020. Prior to joining our Group, Ms. He was the securities
affairs representative, and company secretary, of INNOBIO Limited, from March 2017 to August 2017, and from
August 2017 to April 2018, respectively; and the information disclosure officer of the board of directors of New
China Life Insurance Company Ltd., a company jointly listed on the Stock Exchange (stock code: 1336) and the
Shanghai Stock Exchange (security code: 601336), from August 2009 to June 2013. We believe that it would be
in the best interests of our Company and the corporate governance of our Group to have as the Company’s joint
company secretary a person such as Ms. He who possesses the relevant experience overseeing our Group’s legal
and operational matters, who is familiar with our Company, our Group’s business operations and management,
and has a background in handling legal and corporate governance matters.

See “Directors and senior management — Company secretaries” for further information on Ms. Mak and
Ms. He.

Accordingly, while Ms. He does not possess the formal qualifications required of a company secretary
under Rule 3.28 of the Listing Rules, we have applied to the Stock Exchange for, and the Stock Exchange has
granted us, a waiver from strict compliance with the requirements under Rules 3.28 and 8.17 of the Listing Rules
such that Ms. He may be appointed as a joint company secretary.

The waiver was granted for a three-year period on the condition that Ms. Mak, as a joint company
secretary, will work closely with, and provide assistance to, Ms. He in discharging her duties as a joint company
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secretary and in gaining the relevant experience under Rule 3.28 of the Listing Rules. The waiver would be
immediately revoked if: (a) Ms. Mak ceased to provide assistance to Ms. He as the joint company secretary
during the three years following the Listing; or (b) if there are material breaches to the Listing Rules by our
Company. In addition, Ms. He will comply with the annual professional training requirement under Rule 3.29 of
the Listing Rules and will enhance her knowledge of the Listing Rules during the three-year period from the
Listing Date. Our Company will further ensure that Ms. He has access to the relevant training and support that
would enhance her understanding of the Listing Rules and the duties of a company secretary of an issuer listed on
the Stock Exchange. Immediately before the end of the three-year period, we will further evaluate the
qualifications and experience of Ms. He and the need for on-going assistance of Ms. Mak. We will liaise with the
Stock Exchange to enable it to assess whether Ms. He, having benefited from the assistance of Ms. Mak for the
preceding three years, will have acquired the skills necessary to carry out the duties of company secretary and the
relevant experience within the meaning of Note 2 to Rule 3.28 of the Listing Rules so that a further waiver will

not be necessary.

WAIVER AND EXEMPTION IN RESPECT OF THE PRE-IPO SHARE INCENTIVE SCHEME

Under Rule 17.02(1)(b) of the Listing Rules, paragraph 27 of Appendix 1A to the Listing Rules,
Section 342(1)(b) of the Companies (Winding Up and Miscellaneous Provisions) Ordinance (“Cap 32”) and
paragraph 10 of Part I of the Third Schedule to Cap 32, this document is required to include, among other things,
details of the number, description and amount of our Shares or our Company’s debentures (“debentures”) that
any person has, or is entitled to be given, an option to subscribe for, together with the particulars of each option,
namely: (a) the period during which it is exercisable; (b) the price to be paid for the underlying Shares or
debentures; (c) the consideration (if any) given or to be given for it or for the right to it; and (d) the names and
addresses of the persons to whom it or the right to it was given or, if given to existing Shareholders or debenture
holders as such, the relevant Shares or debentures, as well as the full details of all outstanding options and their
potential dilution effect on our shareholding upon Listing as well as the impact on the earnings per Share arising

from the exercise of the outstanding options (collectively, the “Disclosure Requirements”).

Under our Pre-IPO Share Incentive Scheme, on 31 August 2020, we granted options to 246 persons
(“Grantees” and each a “Grantee”), comprising of: (a) 8 Directors or senior management of the Company; (b)
14 connected persons of the Company who are not Directors or members of the senior management of the
Company; and (c) 224 other participants (including, among others, employees and supervisors of our Group) who
are not connected persons of the Company, to subscribe for an aggregate of 50,000,000 underlying Shares on the
terms summarised in “Statutory and general information — Share Incentive Schemes — Pre-IPO Share Incentive

Scheme” of Appendix V.

We have applied for (i) a waiver from strict compliance with the disclosure requirements under
Rule 17.02(1)(b) of the Listing Rules and paragraph 27 of Appendix 1A to the Listing Rules; and (ii) an
exemption under Section 342A of Cap 32 from strict compliance with the disclosure requirements of

paragraph 10(d) of Part I of the Third Schedule to Cap 32, on the grounds that the waiver and exemption
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approval would not prejudice the interests of the investing public and that strict compliance with the Disclosure

Requirements would be unduly burdensome for our Company for the following reasons:

(a)

(b)

(©)

(d)

(e

given that 246 Grantees are involved, strict compliance with the Disclosure Requirements, including
setting out full details of the Grantees (including names, addresses and particulars of the granted
options) on an individual basis would require substantial number of pages of additional disclosure
and would be unduly burdensome for our Company in light of the significant increase in cost and
timing for information compilation, and preparing the printing of this document;

key information of the options granted under the Pre-IPO Share Incentive Scheme to our Directors,
senior management and connected persons of our Company has already been disclosed in this
document in “Statutory and general information — Share Incentive Schemes — Pre-IPO Share

Incentive Scheme” in Appendix V;

the key information mentioned in (b) above and set out in “Statutory and general information —
Share Incentive Schemes — Pre-IPO Share Incentive Scheme” in Appendix V is sufficient to provide
potential investors with information, to aid their investment decision making process, to make an
informed assessment of the potential dilution effect and impact on earnings per Share underlying the
options granted under the Pre-IPO Share Incentive Scheme;

the grant and exercise in full of the options granted under the Pre-IPO Share Incentive Scheme will

not cause any material adverse impact on the financial positions of our Company; and

the lack of full compliance of the Disclosure Requirements would not prevent potential investors
from making an informed assessment of the activities, assets and liabilities, financial position,

management and prospects of our Group and would not prejudice the interest of the investing public.

The Stock Exchange has granted to us a waiver from strict compliance with the disclosure requirements
under Rule 17.02(1)(b) of the Listing Rules and paragraph 27 of Appendix 1A to the Listing Rules, on the
condition that:

(@)

the following information are disclosed in this document:

(i) onindividual basis, full details of all options granted by our Company under the Pre-IPO Share
Incentive Scheme to each of our Directors, senior management and connected persons of our
Company, and other Grantees who have been granted options to subscribe for 300,000 Shares
or more, including all the particulars required under Rule 17.02(1)(b) of the Listing Rules and
paragraph 27 of Appendix 1A to the Listing Rules;
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(i) in respect of the options granted by our Company to the Grantees other than those referred to in
(a)(i) above:

(1) the aggregate number of Grantees;

(2) the number of Shares underlying the options granted,

(3) the consideration paid for the options granted;

(4) the exercise period of each option granted; and

(5) the exercise price for the options granted;

(iii) the dilution effect and impact on earnings per Share upon full exercise of the options granted

under the Pre-IPO Share Incentive Scheme;

(iv) the aggregate number of Shares underlying all outstanding options granted by our Company
under the Pre-IPO Share Incentive Scheme and the percentage of our Company’s issued share

capital of which this represents;

(v) asummary of the material terms of the Pre-IPO Share Incentive Scheme;

(vi) the particulars of the waiver;

(b) alist of all the Grantees (including the persons referred to in (a)(i) above), containing all the details
required by the Disclosure Requirements be made available for public inspection in accordance with
the details set out in “Documents delivered to the Registrar of Companies and available for

inspection” in Appendix VI; and

(c) the SFC grants us a certificate of exemption from strict compliance with paragraph 10(d) of Part I of
the Third Schedule to Cap 32.

The SFC has granted a certificate of exemption under Section 342A of Cap 32 exempting our Company
from strict compliance with paragraph 10(d) of Part I of the Third Schedule to Cap 32 on the condition that:

(a) the following information are disclosed in this document:

(i) on an individual basis, full details of all options granted by our Company under the Pre-IPO
Share Incentive Scheme to each of our Directors, senior management and connected persons of
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our Company, and other Grantees who have been granted options to subscribe for 300,000
Shares or more, including all the particulars required under paragraph 10 of Part I of the Third
Schedule to Cap 32;

(ii)  in respect of the options granted by our Company to the Grantees other than those referred to in
(a)(i) above:

(1) the aggregate number of Grantees;

(2)  the number of Shares underlying the options granted;

(3) the consideration paid for the options granted;

(4) the exercise period of each option granted; and

(5) the exercise price for the options granted;

(iii) the particulars of the exemption;

(b) alist of all the Grantees (including the persons referred to in (a)(i) above) containing all the details
required by the Disclosure Requirements be made available for public inspection in accordance with
the details set out in “Documents delivered to the Registrar of Companies and available for
inspection” in Appendix VI; and

(c) this document be issued on or before 17 September 2020.

For further details of the Pre-IPO Share Incentive Scheme, see “Statutory and general information — Share

Incentive Schemes — Pre-IPO Share Incentive Scheme” of Appendix V.

CONSENT IN RESPECT OF ALLOCATION OF SHARES TO A CONNECTED CLIENT OF AN
UNDERWRITER

Paragraph 5(1) of Appendix 6 to the Listing Rules provides that no allocation will be permitted to
“connected clients” of the lead broker or of any distributors without the prior written consent of the Stock
Exchange.

Paragraph 13(7) of Appendix 6 to the Listing Rules states that “connected client” in relation to an
Exchange Participant (as defined in the Listing Rules) means any client of such member who is a company which
is a member of the same group of companies as such Exchange Participant.
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Connected client

As part of the Global Offering, Pingyang Jihe Lineng Equity Investment Management Centre (Limited
Partnership) (PRl AER EE B .0 (ARE%) ) (“Jihe Lineng”) and Pingyang Zhongjiao Jihe Equity
Investment Fund Management Centre (Limited Partnership) (V- -F i (R G R &P (FREE) )
(“Zhongjiao Jihe”, together with Jihe Lineng, the “Jihe Cornerstone Investors™), as cornerstone investors,
have respectively entered into two cornerstone investment agreements (the “Jihe Cornerstone Investment
Agreements”) to subscribe for certain number of the Offer Shares (the “Connected Client Shares™), details of

which are set out in the section headed “Cornerstone Investors — Cornerstone investors” in this document.

Jihe Lineng and Zhongjiao Jihe subscribed for the Connected Client Shares through Haitong Asset
Management Anying Overseas No. 12 Single Asset Management Plan (738 845 % 21 41 1 25 58— s A B st 1)
and Haitong Asset Management Anying Overseas No. 13 Single Asset Management Plan (45 & 45 % 6 4 357
B — G R FEEI ), respectively. Both of these single asset management plans are managed by a qualified
domestic institutional investor, Shanghai Haitong Securities Asset Management Co., Ltd (b i i 2 5% % & i 5 2
AR (“Haitong Asset Management”).

Haitong International Securities Company Limited (“Haitong International Securities”) is one of the
Joint Global Coordinators. Haitong International Securities is indirectly wholly-owned by Haitong International
Securities Group Limited (i 78 [ B 3% % 4 B A BR A7), which, in turn, is approximately 64.4% indirectly-owned
by Haitong Securities Co., Ltd (##E5RM AR AT) (“Haitong Securities”). Haitong Securities directly

wholly-owns Haitong Asset Management.

Haitong Asset Management is a member of the same group of companies as Haitong International
Securities, one of the Joint Global Coordinators, and, therefore, is a “connected client” of Haitong International
Securities for the purposes of paragraph 13(7) of Appendix 6 to the Listing Rules.

Application and the Stock Exchange’s consent under paragraph 5(1) of Appendix 6 to the Listing Rules
We have applied to the Stock Exchange for, and the Stock Exchange has granted us, a consent that Haitong
Asset Management be permitted to participate in the Global Offering and be allocated and holding the Connected
Client Shares on behalf of the Jihe Cornerstone Investors, who are Independent Third Parties, on the following
basis and conditions as set out in paragraph 4.11 of the Guidance Letter HKEX-GL85-16:
(a) the Connected Client Shares are held on a discretionary basis on behalf of Independent Third Parties;
(b) we confirm that the Jihe Cornerstone Investment Agreements do not contain any material terms

which are more favourable to Haitong Asset Management than those in the other Cornerstone

Investment Agreements;
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(©

(d)

(e

we, Haitong International Securities and, to the best of the Joint Bookrunners’ knowledge and belief,

the Joint Bookrunners confirm that:

(i) Haitong International Securities has not participated, and will not participate, in the decision-
making process or relevant discussions among us, the Joint Bookrunners and the Underwriters
as to whether the Jihe Cornerstone Investors (through Haitong Asset Management as the asset
manager) will be selected as cornerstone investors by virtue of the relationship between

Haitong Asset Management and Haitong International Securities;

(i) no preferential treatment has been, nor will be, given to Haitong Asset Management by virtue
of its relationship with Haitong International Securities other than the preferential treatment of
assured entitlement under a cornerstone investment following the principles set out in
Guidance Letter HKEX-GL51-13, and details of the allocation will be disclosed in this

document and the allotment results announcement of our Company;

Haitong Asset Management confirms that, to the best of its knowledge and belief, it has not received
and will not receive preferential treatment in the allocation of the Offer Shares by virtue of its
relationship with Haitong International Securities, other than the preferential treatment of assured
entitlement under a cornerstone investment following the principles set out in Guidance Letter
HKEX-GL51-13; and

the Sole Sponsor confirms that based on (i) its discussions with us, Haitong International Securities
and the Joint Bookrunners; and (ii) the confirmations provided by us, Haitong International
Securities, the Joint Bookrunners and Haitong Asset Management, and to the best of its knowledge
and belief, it has no reason to believe that Haitong Asset Management received any preferential
treatment in the allocation of the Offer Shares by virtue of the relationship between Haitong Asset
Management and Haitong International Securities other than the preferential treatment of assured
entitlement set out in Guidance Letter HKEX-GL51-13, and details of the allocation will be disclosed

in this document and the allocation results announcement of our Company.
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DIRECTORS’ RESPONSIBILITY FOR THE CONTENTS OF THIS DOCUMENT

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

herein misleading.

GLOBAL OFFERING

This document is published solely in connection with the Hong Kong Public Offering. For applicants under
the Hong Kong Public Offering, this document and the Application Forms contain the terms and conditions of
the Hong Kong Public Offering.

The Listing is sponsored by the Sole Sponsor. Pursuant to the Hong Kong Underwriting Agreement, the
Hong Kong Public Offering is fully underwritten by the Hong Kong Underwriters under the terms of the Hong
Kong Underwriting Agreement, subject to agreement on the Offer Price to be determined between CLSA
Limited (for itself and on behalf of the Underwriters) and our Company on the Price Determination Date.

The Offer Price is expected to be fixed by CLSA Limited (for itself and on behalf of the Underwriters) and
our Company on the Price Determination Date. The Price Determination Date is expected to be on or around
Tuesday, 22 September 2020 and, in any event, not later than Wednesday, 23 September 2020 (unless otherwise
determined by CLSA Limited (for itself and on behalf of the Underwriters) and our Company. If, for whatever
reason, the Offer Price is not agreed between CLSA Limited (for itself and on behalf of the Underwriters) and
our Company on or before Wednesday, 23 September 2020, the Global Offering will not become unconditional
and will lapse immediately.

See “Underwriting” in this document for further information about the Underwriters and the underwriting

arrangements.

INFORMATION ON THE GLOBAL OFFERING

The Offer Shares are offered solely on the basis of the information contained and representations made in
this document and the Application Forms and on the terms and subject to the conditions set out herein and
therein. No person is authorised to give any information in connection with the Global Offering or to make any
representation not contained in this document, and any information or representation not contained herein must
not be relied upon as having been authorised by the Company, the Sole Sponsor, the Joint Global Coordinators,

the Joint Bookrunners, the Joint Lead Managers, the Underwriters, any of their respective directors, agents,
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employees or advisers or any other party involved in the Global Offering. Details of the structure of the Global
Offering, including its conditions, are set out in “Structure of the Global Offering” and the procedures for
applying for Hong Kong Public Offer Shares are set out in “How to apply for Hong Kong Public Offer Shares”

and in the relevant Application Forms.

RESTRICTIONS ON OFFER AND SALE OF THE OFFER SHARES

Each person acquiring the Hong Kong Public Offer Shares under the Hong Kong Public Offering will be
required to, or be deemed by his/her acquisition of Offer Shares to, confirm that he/she is aware of the
restrictions on offers for the Offer Shares described in this document. No action has been taken to permit a public
offering of the Offer Shares in any jurisdiction other than in Hong Kong, or the distribution of this document in
any jurisdiction other than Hong Kong. Accordingly, this document may not be used for the purpose of, and does
not constitute an offer or invitation in any jurisdiction or in any circumstances in which such an offer or
invitation is not authorised or to any person to whom it is unlawful to make such an offer or invitation. The
distribution of this document and the offer and sale of the Offer Shares in other jurisdictions are subject to
restrictions and may not be made except as permitted under the applicable securities laws of such jurisdictions
pursuant to registration with or authorisation by the relevant securities regulatory authorities or an exemption

therefrom.

APPLICATION FOR LISTING ON THE HONG KONG STOCK EXCHANGE

We have applied to the Stock Exchange for the granting of the listing of, and permission to deal in, our
Shares in issue and to be issued pursuant to the Global Offering (including the Shares that may be issued
pursuant to the Over-allotment Option and the exercise of any options that have been or may be granted under
our Share Incentive Schemes) on the Main Board of the Stock Exchange.

No part of our Shares or loan capital of our Company is listed on or dealt in on any other stock exchange

and no such listing or permission to list is being or proposed to be sought in the near future.

OVER-ALLOTMENT OPTION AND STABILISATION

Details of the arrangements relating to the Over-allotment Option and stabilisation are in “Structure of the
Global Offering.”

SHARES WILL BE ELIGIBLE FOR ADMISSION TO CCASS

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

from time to time.

— 100 —



INFORMATION ABOUT THIS DOCUMENT AND THE GLOBAL OFFERING

All necessary arrangements have been made for the Shares to be admitted into CCASS. Investors should
seek the advice of their stockbroker or other professional advisers for details of those settlement arrangements

and how such arrangements will affect their rights and interests.

DEALING ARRANGEMENTS

Assuming that the Hong Kong Public Offering becomes unconditional at or before 8:00 a.m. in Hong Kong
on Tuesday, 29 September 2020, it is expected that dealings in our Shares on the Stock Exchange will commence
at 9:00 a.m. on Tuesday, 29 September 2020.

The Shares will be traded in board lots of 800 Shares each.

The stock code of our Shares will be 9616.

REGISTER OF MEMBERS AND STAMP DUTY

Our principal register of members will be maintained by our Principal Share Registrar in the Cayman
Islands and our Hong Kong register of members will be maintained by our Hong Kong Share Registrar, Tricor
Investor Services Limited, in Hong Kong.

Dealings in the Shares will be subject to Hong Kong stamp duty. For further details of Hong Kong stamp
duty, please seek professional tax advice. Unless otherwise determined by our Board, dividends will be paid to
Shareholders whose names are listed on our register of members in Hong Kong, by ordinary post, at the
Shareholders’ risk in Hong Kong dollars.

PROFESSIONAL TAX ADVICE RECOMMENDED

Applicants for the Offer Shares are recommended to consult their professional advisers if they are in any
doubt as to the taxation implications of holding and dealing in the Shares. It is emphasised that none of us, the
Sole Sponsor, the Joint Global Coordinators, the Joint Bookrunners, the Joint Lead Managers, the Underwriters,
any of our/their respective affiliates, directors, employees, agents or advisers or any other party involved in the
Global Offering accepts responsibility for any tax effects or liabilities of holders of the Shares resulting from the

subscription, purchase, holding or disposal of the Shares.

EXCHANGE RATES

Unless otherwise specified, this document contains certain translations for convenience purposes at the
following rates: U.S. dollars into Renminbi at the rate of US$1.00 to RMB6.8364 and U.S. dollars into Hong
Kong dollars at the rate of US$1.00 to HK$7.7504. The U.S. dollars to Renminbi and U.S. dollars to Hong Kong
dollars exchange rates are set by the People’s Bank of China’s Monetary Policy Department on the Latest
Practicable Date.
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No representation is made that any amounts in Hong Kong dollars, Renminbi, and U.S. dollars can be or

could have been converted at the relevant dates at the above rates or any other rates at all.

LANGUAGE

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

shall prevail.

ROUNDING

Certain amounts and percentages figures included in this document have been subject to rounding
adjustments, or have been rounded to one or two decimal places. Any discrepancies in any table in this document
between total and sum of amounts listed therein are due to rounding.
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DIRECTORS

Name Address Nationality

Chairperson and non-executive Director

LIU Jiren (BIR1) ..o Apartment 1-1-1, No. 15-1 Chinese
Wanghu Road, Heping District
Shen Yang, Liaoning, China

Executive Director

WEN Tao (3% ................. Apartment 1-2, No. 123 Chinese
Yipin Mangu, Yixin Street, Gaoxinyuan
District, Dalian, Liaoning, China

Non-executive Directors (aside from our Chairperson)

RONG Xinjie (358 8) ............ Block G, No. 901 Chinese
Huangpu Road
Dalian, Liaoning, China

YANGLi (#F) ................. No. 80 Haohu Residence Chinese
Agile Garden Villa, Nancun Town
Panyu District, Guangzhou, Guangdong
China

ZHANG Yinghui CGRIERE) ......... Apartment 7-5 Dongruan Chinese
Qingcheng Yijing
Qingshan Road
Qingchengshan Town
Dujiangyan Shi
Chengdu, Sichuan, China

Klaus Michael ZIMMER .......... House B8, Hebe Villa German
18 Che Keng Tuk Road
Sai Kung, New Territories, Hong Kong

Independent non-executive Directors

LIU Shulian (BI0#) .............. Apartment 501, Unit 1 Chinese
No. 12 Yangshu Street, Shahekou
District, Dalian, Liaoning, China

QU Daokui (B#Zs) .............. Apartment 18-03, No. 100-2 Chinese

Dongbinhe Road, Shenhe District
Shen Yang, Liaoning, China
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Name Address Nationality
WANG Weiping (E#F) .......... Apartment 101, No. 63, Lane 631 Chinese
Gumei West Road

Shanghai, China

For further information, see “Directors and senior management.”

PARTIES INVOLVED IN THE GLOBAL OFFERING

Sole Sponsor CLSA Capital Markets Limited
Level 18, One Pacific Place
88 Queensway
Hong Kong

Joint Global Coordinators CLSA Limited
Level 18, One Pacific Place
88 Queensway
Hong Kong

China International Capital Corporation Hong Kong
Securities Limited

29/F One International Finance Centre

1 Harbour View Street

Central

Hong Kong

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

189 Des Voeux Road Central

Hong Kong

Joint Bookrunners CLSA Limited
Level 18, One Pacific Place
88 Queensway
Hong Kong

China International Capital Corporation Hong Kong
Securities Limited

29/F One International Finance Centre

1 Harbour View Street

Central

Hong Kong
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Joint Lead Managers

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

189 Des Voeux Road Central

Hong Kong

Essence International Securities (Hong Kong) Limited
39/F., One Exchange Square

Central

Hong Kong

GF Securities (Hong Kong) Brokerage Limited
29-30/F, Li Po Chun Chambers

189 Des Voeux Road Central

Hong Kong

CLSA Limited

Level 18, One Pacific Place
88 Queensway

Hong Kong

China International Capital Corporation Hong Kong
Securities Limited

29/F One International Finance Centre

1 Harbour View Street

Central

Hong Kong

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

189 Des Voeux Road Central

Hong Kong

Essence International Securities (Hong Kong) Limited
39/F., One Exchange Square

Central

Hong Kong

GF Securities (Hong Kong) Brokerage Limited
29-30/F, Li Po Chun Chambers

189 Des Voeux Road Central

Hong Kong

First Shanghai Securities Limited
19/F Wing On House

71 Des Voeux Road Central

Hong Kong
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Legal advisers to the Company

Legal advisers to the Sole Sponsor and the
Underwriters

China Galaxy International Securities (Hong Kong) Co.,
Limited

20/F Wing On Centre

111 Connaught Road Central

Hong Kong

SPDB International Capital Limited
33/F, SPD Bank Tower

One Hennessy

1 Hennessy Road

Hong Kong

As to Hong Kong and U.S. laws

Skadden, Arps, Slate, Meagher & Flom and affiliates
Level 42, Edinburgh Tower

The Landmark

15 Queen’s Road Central

Hong Kong

As to PRC laws

Tian Yuan Law Firm

Level 10, China Pacific Insurance Plaza B
28 Fengsheng Lane

Xicheng District

Beijing, China

As to Cayman Islands and BVI laws
Ogier

Level 11, Central Tower

28 Queen’s Road Central

Hong Kong

As to Hong Kong and U.S. laws
Norton Rose Fulbright Hong Kong
38/F, Jardine House

1 Connaught Place

Central, Hong Kong

As to Hong Kong laws
William Ji & Co. LLP
Suite 702, 7/F

Two Chinachem Central

26 Des Voeux Road Central
Central

Hong Kong
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Auditor and reporting accountant

Industry consultant

Property valuer

Receiving bank

As to PRC laws

Commerce & Finance Law Offices
6/F, NCI Tower

A12 Jianguomenwai Avenue

Beijing, China

PricewaterhouseCoopers

Certified Public Accountants

Registered Public Interest Entity Auditor
22/F, Prince’s Building

Central, Hong Kong

Frost & Sullivan (Beijing) Inc., Shanghai Branch Co.
Room 1018, Tower B

500 Yunjin Road

Shanghai, China

Jones Lang LaSalle Corporate Appraisal and Advisory
Limited

Level 7, One Taikoo Place

979 King’s Road

Quarry Bay, Hong Kong

Bank of China (Hong Kong) Limited
Bank of China Tower

1 Garden Road

Central, Hong Kong
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CORPORATE INFORMATION

Head office and principal place of business

in the PRC

Principal place of business in Hong Kong

Registered office

Company website

Company Secretaries

Authorised representatives

Audit Committee

Remuneration Committee

No. 8, Software Park Road
Ganjingzi District, Dalian

Liaoning, China

Level 40, Sunlight Tower
No. 248 Queen’s Road East
Wanchai, Hong Kong

89 Nexus Way

Camana Bay

Grand Cayman, KY1-9009
Cayman Islands

http://www.neuedu.com

(the information contained on this website does not form part

of this document)

Ms. HE Jing
No. 8, Software Park Road
Ganjingzi District, Dalian

Liaoning, China

Ms. MAK Po Man Cherie
(CPA, FCCA, ACIS, ACS)
Level 40, Sunlight Tower
No. 248 Queen’s Road East
Wanchai, Hong Kong

Dr. WEN Tao

Apartment 1-2, No. 123
Yipin Mangu, Yixin Street
Gaoxinyuan District, Dalian
Liaoning, China

Ms. MAK Po Man Cherie
Level 40, Sunlight Tower
No. 248 Queen’s Road East
Wanchai, Hong Kong

Dr. LIU Shulian (Chairperson)
Dr. QU Daokui
Mr. RONG Xinjie

Dr. QU Daokui (Chairperson)
Dr. LIU Jiren
Dr. WANG Weiping
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Nomination Committee Dr. LIU Jiren (Chairperson)
Dr. LIU Shulian
Dr. WANG Weiping

Principal Share Registrar Ogier Global (Cayman) Limited
89 Nexus Way
Camana Bay
Grand Cayman, KY1-9009

Cayman Islands

Hong Kong Share Registrar Tricor Investor Services Limited
Level 54
Hopewell Centre
183 Queen’s Road East
Hong Kong

Compliance adviser Somerley Capital Limited
20/F, China Building
29 Queen’s Road Central
Hong Kong
(A licenced corporation carrying out Type 1 (dealing in
securities) and Type 6 (advising on corporate finance)

regulated activities under the SFO)

Principal banks China Construction Bank
Dalian High-tech Zone Branch
Unit 01
Levels 1-2, Taide Building
537 Huang Pu Road
Ganjingzi District, Dalian
Liaoning, China

Shanghai Pudong Development Bank
Dalian Xueyuan Square Branch

5 Shuma South Road

Shahekou District, Dalian

Liaoning, China

Bank of Chengdu
Dujiangyan Branch

56 Jianshe Road
Dujiangyan City
Chengdu, Sichuan, China
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Guangdong Nanhai Rural Commercial Bank
Shishan Software Park Banking Office

A1l Shops

Sunshine Online Plaza

Nanhai Software Science and Technology Park
Shishan Town, Nanhai District

Foshan, Guangdong, China
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Certain information and statistics set out in this section and elsewhere in this document are derived from
various government and other publicly available sources, and from the market research report prepared by
Frost & Sullivan, an independent market research consulting firm that was commissioned by our Company.
The information extracted from the Frost & Sullivan Report should not be considered a basis for investments
in the Offer Shares or an opinion of Frost & Sullivan with respect to the value of any securities or the
advisability of investing in our Company. We believe that the sources of such information and statistics are
appropriate for such information and statistics and have taken reasonable care in extracting and reproducing
such information and statistics. We have no reason to believe that such information and statistics are false or
misleading or that any fact has been omitted that would render such information and statistics false or
misleading in any material respect. No independent verification has been carried out on such information and
statistics by our Company or any other parties involved in the Global Offering (excluding Frost & Sullivan) or
their respective directors, officers, employees, advisers, or agents, and no representation is given as to the
accuracy or completeness of such information and statistics. Accordingly, you should not place undue reliance
on such information and statistics. For discussions of risks relating to our industries, see “Risk factors—Risks

relating to our business and our industry.”

SOURCE OF INFORMATION

We commissioned Frost & Sullivan, an independent market research consulting firm which is engaged in
the provision of market research consultancy services, to conduct a detailed analysis of China’s higher education
market, China’s private higher education market, China’s software and IT service industry, China’s private
higher IT education market, China’s continuing education market, China’s IT value-added educational service

market and other economic data.

During the preparation of the Frost & Sullivan Report, Frost & Sullivan performed both primary research
which involves discussions of industry status with leading industry participants and industry experts, and
secondary research which involves review of company reports, independent research reports and data from

Frost & Sullivan’s own research database.

The Frost & Sullivan Report was compiled based on the following assumptions: (i) China’s economy is
likely to maintain steady growth in the next decade; (ii) China’s social, economic, and political environment is
likely to remain stable in the forecast period from 2019 to 2023; (iii) market drivers, such as attention on
children’s education by Chinese households, support from the PRC central and local governments, improved
investment on private education of the Chinese society, and the increase of household income and personal
wealth, are likely to drive the growth of the Chinese private higher education market over the forecast period
from 2019 to 2023, and (iv) the targets of expanding enrolment of higher education set by the PRC government
are expected to be achieved over the forecast period from 2019 to 2023. With respect to the projection of total
market size, Frost & Sullivan plotted available historical data analysis against macroeconomic data and related

industry drivers.

Frost & Sullivan is an independent global consulting firm, which was founded in New York, U.S.A. in
1961. It conducts industry research and provides market strategies, growth consulting, and corporate training
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services. We have agreed to pay a fee of up to RMB1,830,000 to Frost & Sullivan in connection with the
preparation of the Frost & Sullivan Report. The payment of such fee was not conditional on our successful
Listing or on the results of the Frost & Sullivan Report. The Frost & Sullivan Report is independent from our
influence. Figures and statistics provided in this document and attributed to Frost & Sullivan or the Frost &
Sullivan Report have been extracted from the Frost & Sullivan Report and published with the consent of Frost &

Sullivan.

Except as otherwise noted, all of the data and forecasts contained in this section are derived from the
Frost & Sullivan Report. We also have extracted certain information from the Frost & Sullivan Report in the
sections headed “Summary,” “Risk Factors,” “Business,” and “Financial Information” and elsewhere in this
document to provide a more comprehensive presentation of the industry in which we operate. Our Directors have
further confirmed, after making reasonable inquiries and exercising reasonable care, that there is no adverse
change in the market information since the date of publication of the Frost & Sullivan Report or any of the other

reports that may qualify, contradict or have an impact on the information in this section.

CHINA’S HIGHER EDUCATION MARKET

China’s formal higher education can be provided by either junior colleges or universities granting different
diplomas/degrees. China’s higher education industry has experienced steady growth from 2014 to 2018.
According to the Ministry of Education of the PRC, the total revenue of China’s higher education industry
increased from RMB851.0 billion in 2014 to RMB1,201.3 billion in 2018, representing a CAGR of 9.0%.
According to Frost & Sullivan, the total revenue of China’s higher education industry is expected to increase
from RMB1,201.3 billion in 2018 to RMB2,114.2 billion in 2023, representing a CAGR of 12.0%.

The student enrolments at higher education institutions in China have grown continuously from 2014 to
2018. According to Frost & Sullivan, the number of student enrolments in higher education increased from
27.3 million in 2014 to 31.0 million in 2018, representing a CAGR of 3.2% and is expected to increase from
31.0 million in 2018 to 38.5 million in 2023, representing a CAGR of 4.4%.

The Chinese government has issued a series of policies and regulations to encourage and promote the
development of junior college diploma programmes and junior college to bachelor degree transfer programmes.
According to the 2019 Government Work Report (2019 TAEH ), student enrolments in higher vocational
colleges in China shall increase by one million persons in 2019. On 8 May 2019, the MOE released the
Implementation Plan of Special Work of Expanding Enrolment of Higher vocational Education (=B 47 216 T.
fEE i 7 %), which introduced various measures for the one million extra enrolment of higher vocational
education in 2019. According to the speech given by the deputy minister of the MOE at a press conference held
by the State Council on 28 February 2020, student admission quota for postgraduate programmes and junior
college to bachelor’s degree transfer programmes are expected to be expanded by approximately 189,000 and
320,000 students nationwide, respectively, in 2020. According to the 2020 Government Work Report (2020 B{Jff
TAEHE), student enrolments in higher vocational colleges in China will be further increased by two million
persons in 2020 and 2021.
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CHINA’S PRIVATE HIGHER EDUCATION MARKET

The private higher education industry in China has experienced rapid growth since the beginning of the
1990s as the relevant government authorities made great endeavours in developing the regulatory framework for
private higher education, according to the Frost & Sullivan Report. Private higher education institutions in China
can be divided into three categories, namely, private regular universities (FHFY% @ 4<%}), private junior colleges
(P #5F) and independent colleges (#57.24F). Private regular universities refer to private higher education
institutions that offer undergraduate level education programmes, while private junior colleges refer to private
higher education institutions that offer junior college diploma education programmes. Independent colleges refer
to undergraduate level private higher education institutions that are operated by non-governmental institution(s)
or individual(s) in cooperation with a public university or college. Independent colleges differ from private

regular universities by the requisite of cooperating with public universities and colleges.
Total Revenue of Private Higher Education in China

According to the Frost & Sullivan Report, total revenue of private higher education industry (& H#Fm S FH
KAEMITA) has been calculated by aggregating total PRC government public expenditures allocated to schools
in the PRC private higher education industry by the central government and local governments, funding provided
to private schools by investors, revenues generated from donations to and fundraising by schools, revenues
generated by schools from teaching, research and other activities (such as tuition and school-run businesses), and

other educational funding or school revenues.

From 2014 to 2018, the total revenue of the private higher education industry increased from
RMB82.9 billion to RMB118.0 billion, representing a CAGR of 9.2%. In 2018, the total revenue of private
higher education industry in China accounted for 9.8% of the total revenue generated by China’s higher
education industry, according to Frost & Sullivan. The total revenue of private higher education industry is
expected to increase from RMB118.0 billion in 2018 to RMB195.5 billion in 2023, representing a CAGR of
10.6%. The following diagram illustrates the historical and projected total revenue of China’s private higher
education industry from 2014 to 2023:

Total Revenue of the Private Higher Education Industry in China (2014-2023E)

Billion RMEB —— YoY growth rate 2014-2018  2018-2023E
Total Revenue of Private Higher Education Industry CAGR 9.2% 10.6%
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Source: Frost & Sullivan
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Total Number of Student Enrolments of Private Higher Education in China

The student enrolments at private higher education institutions in China have grown continuously in past
years. According to the Frost & Sullivan Report, the number of student enrolments in private higher education in
China increased from 5.9 million in 2014 to 6.5 million in 2018 and is expected to increase to 8.0 million in
2023. The following chart shows the historical and projected total number of student enrolments in China’s

private higher education industry from 2014 to 2023:

Student Enrolments of the Private Higher Education Industry in China (2014-2023E)

Million persons

1418 18/23E

Sectors CAGR  CAGR
76 7.8 8.0 Total 2.5% 4.2%
7.3 .
6.9
6.5
6.2 6.3
59 6.1
51 Graduate and o .
" 45 a7 4.9 ) Undergraduate Program 3.2% 4.0%
37 3.8 3.9 4.0 4.2 '

Junior College Program 2.3% 4.7%

2014 2015 2016 2017 2018 2019E  2020E  2021E  2022E  2023E

Source: Frost & Sullivan

Note:

(1) Due to rounding, numbers presented above may not add up precisely to the totals.

Total Revenue of Private Higher Education in Liaoning, Guangdong and Sichuan Provinces

Along with the fast development of the private higher education industry in China, the private higher
education industry in Liaoning, Guangdong and Sichuan provinces also experienced rapid growth from 2014 to
2018, and is expected to continue to grow in the future. According to the Frost & Sullivan Report, the total
revenue of the private higher education market in Liaoning province increased from RMB3.0 billion in 2014 to
RMB3.8 billion in 2018, representing a CAGR of 6.1% for the same period, and is expected to increase to
RMBS5.7 billion in 2023, at a CAGR of 8.4% from 2018 to 2023. In Guangdong province, the total revenue of the
private higher education market increased from RMBS8.7 billion in 2014 to RMBI12.2 billion in 2018,
representing a CAGR of 8.8%, and is expected to increase to RMB20.9 billion in 2023, at a CAGR of 11.4%
from 2018 to 2023. As for Sichuan province, the total revenue of the private higher education market increased
from RMB4.1 billion in 2014 to RMBS5.7 billion in 2018, representing a CAGR of 8.6% for the same period, and
is expected to increase to RMB10.2 billion in 2023, at a CAGR of 12.3% from 2018 to 2023.
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Total Revenue of Private Higher Education Market

in Liaoning, Guangdong and Sichuan Provinces (2014-2023E)

Liaoning Guangdong Sichuan

Billion RMB Billion RMB Billion RMB
2014-2018 2018-2023E 2014-2018 2018-2023E 2014-2018 2018-2023E

CAGR 6.1% 8.4% CAGR 8.8% 11.4% CAGR 8.6% 12.3%

57 20.9 10.2

8.7 4.1

2014 2018 2023E 2014 2018 2023E 2014 2018 2023E

Source: Frost & Sullivan

Note:

(1)  Due to rounding, numbers presented above may not add up precisely to the totals.

Total Number of Student Enrolments of Private Higher Education in Liaoning, Guangdong and Sichuan
Provinces

In Liaoning, Guangdong and Sichuan provinces, the total number of student enrolments at private higher
education institutions have also experienced consistent growth from 2014 to 2018.

The total number of student enrolments for the private higher education market in Liaoning province
increased from approximately 198.5 thousand in 2014 to approximately 210.6 thousand in 2018, representing a
CAGR of 1.5%, and is expected to increase to approximately 248.0 thousand in 2023, representing a CAGR of
3.3% from 2018 to 2023.

The total number of student enrolments for the private higher education market in Guangdong province
increased from approximately 595.8 thousand in 2014 to approximately 667.8 thousand in 2018, representing a
CAGR of 2.9%, and is expected to increase to approximately 835.2 thousand in 2023, representing a CAGR of
4.6% from 2018 to 2023.

The total number of student enrolments for the private higher education market in Sichuan province
increased from approximately 335.1 thousand in 2014 to approximately 445.8 thousand in 2018, representing a
CAGR of 7.4%, and is expected to increase to approximately 663.5 thousand in 2023, representing a CAGR of
8.3% from 2018 to 2023.
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Number of Student Enrolments in Private Higher Education

in Liaoning, Guangdong and Sichuan Provinces (2014-2023E)

Liaoning Guangdong Sichuan
Thousand Thousand Thousand
2014-2018 2018-2023E 2014-2018 2018-2023E 2014-2018 2018-2023E
CAGR 1.5% 3.3% CAGR 2.9% 4.6% CAGR 7.4% 8.3%
8352 6635
248.0 667.8
595.8 Graduate and
1985 210.6 531, Graduatcand 4458 3185 ) dergraduate Program
Undergraduate Program
4179
. Graddum? and 3323 335.1 o
T Undergraduate Program
1525 1562
Junior College Program
Junior College Program
m m m Junior College Program
2014 2018 2023E 2014 2018 2023E 2014 2018 2023E

Source: Frost & Sullivan

Penetration Rate of Private Higher Education in China

According to the Frost & Sullivan Report, the penetration rate of private higher education in China
decreased from 21.6% in 2014 to 21.0% in 2018 and is expected to remain at a relatively stable level from 2018
to 2023.
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Penetration Rate of Private Higher Education in Liaoning, Guangdong and Sichuan Provinces

Compared with the relatively stable penetration rate of private higher education in China, the penetration
rate of private higher education in Liaoning province increased from 18.2% in 2014 to 19.3% in 2018, and is
expected to increase to 19.8% in 2023. Moreover, in Sichuan province, the penetration rate had experienced a
rapid increase from 23.7% in 2014 to 26.3% in 2018, and is expected to increase to 29.3% in 2023. In
Guangdong province, with an already high penetration rate of private higher education at 31.7% in 2014, it
increased slightly to 32.2% in 2018, and is expected to increase to 32.8% in 2023. The following charts show the
historical and projected penetration rate of private higher education in Liaoning, Guangdong and Sichuan
provinces from 2014 to 2023:

Penetration Rate of Private Higher Education by Number of Student Enrolments

in Liaoning, Guangdong and Sichuan Provinces (2014-2023E)
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Source: Frost & Sullivan
Tuition Fee of Private Higher Education in China

The average annual tuition fee of private higher education in China increased from RMB10,983 in 2014 to
RMB13,530 in 2018, representing a CAGR of 5.4%. In addition, driven by the increase in costs and
improvements of quality of private higher education, the average annual tuition fee of private higher education in
China is predicted to increase at a CAGR of 4.8% from 2018 to 2023, reaching RMB 17,095 in 2023.

In Liaoning province, the average annual tuition fee of private higher education increased from
RMB11,600 in 2014 to RMB13,800 in 2018, representing a CAGR of 4.4%, and is predicted to increase at a
CAGR of 6.5% from 2018 to 2023, reaching RMB 18,900 in 2023.

In Guangdong province, the average annual tuition fee of private higher education increased from
RMBI11,200 in 2014 to RMB14,300 in 2018, representing a CAGR of 6.3%, and is predicted to increase at a
CAGR of 7.8% from 2018 to 2023, reaching RMB20,800 in 2023.
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In Sichuan province, the average annual tuition fee of private higher education remained stable as it
increased at a CAGR of 2.5% from RMBS,700 in 2014 to RMB9,600 in 2018, and is predicted to increase at a
CAGR of 5.3% from 2018 to 2023, reaching RMB 12,400 in 2023.

Market Drivers and Trends of Private Higher Education in China

According to Frost & Sullivan, the further development of the private higher education industry in China

would be driven primarily by the following factors and trends:

o Government support: The Chinese government has issued a series of policies and regulations to
encourage and promote the development of private higher education, such as the Notification of
Enhancing the Management and Conducting the Development of Non-governmental Colleges and
Universities by General Office of the State Council ([ 5E 52 BB I i B = A B i 1 5 8 R
W S HF fd R 8 1938 ) and Non-governmental Education Promotion Law of the PRC (FF#E A R
B R HEE IRETE) to promote the sound development of private higher education. These
policies and regulations are expected to accelerate the growth of the private higher education
industry.

o Increasing wealth leading to greater demand for higher education and academic qualifications:
With people’s increasing income and improved physical living conditions, they are paying more
attention to education. Nevertheless, the development of public education resources is likely to
uphold at a relatively stable pace, and private higher education is expected to gain ground for
development based on the gap between the rapidly increasing demand for higher education and the
relatively limited public higher education resources.

. Growing market demand for technical talent: With continued strong economic development, the
Chinese economy’s demand for more technical talent of all areas is growing. The lack of skilled and
well-trained first-line operative workers is expected to drive the growing demand for private higher

education, which focuses more on professional education.

o Increasing diversification and improved education quality: With policy support and private
education groups’ ever increasing capabilities in resource integration, the education quality of private
higher education is continuously improving. Meanwhile, private education that focuses on
professional education are expanding their course variety and increasing the level of specialisation
for each specific field. Such developments are expected to attract more people to consider private

higher education and drive the growth of the market on a long-term basis.

o Better match of talent cultivation and market demand: Universities focusing on applied arts and
technologies provide more training on practical skills to better cultivate technical talent, who is better
sought after by employers. Recognising the benefits of profession-oriented higher education and
relevant institutes, the PRC government has been increasingly promoting cooperation between higher

education institutions and corporations with a view to cultivate more application-oriented talent and
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make talent cultivation more demand-driven. This is expected to increase the number of private
higher education institutions which focus on closing the gap between higher education talent

cultivation and the market demand for application-oriented talent.

PRIVATE HIGHER IT EDUCATION INDUSTRY IN CHINA

The Software and IT Service Industry in China

According to the Frost & Sullivan Report, software and IT service industry is defined as operational
activities involving the production, gathering, processing, storage, transmission, searching and utilisation of
information, along with information service. The software and IT services industry is a national strategic
emerging industry in China. The PRC government has launched a series of policies to support the growth of this
industry in terms of, among others, taxation, research funding, import and export preferential treatment, talent

cultivation, intellectual property protection, market development and investment.

Market Size of Software and IT Service Industry in China

The market size of software and IT service industry in China, as measured by revenue, has experienced
strong growth in recent years, primarily driven by technology innovations, industry demand and favourable
government policies. According to the Frost & Sullivan Report, the market size of software and IT service
industry in China in terms of revenue increased from RMB3.7 trillion in 2014 to RMB7.2 trillion in 2019,
representing a CAGR of 14.2%, and is expected to reach RMB13.0 trillion in 2024, representing a CAGR of
12.5% from 2019. The following chart shows the historical and projected total revenue of software and IT service
industry in China from 2014 to 2024:

Total Revenue of Software and IT Service Industry in China (2014-2024E)

RMB in trillions

2014-2019 2019-2024E
CAGR 14.2% 12.5%
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Source: Frost & Sullivan
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Talent Supply Shortage of the Software and IT Service Industry

According to the Frost & Sullivan Report, the total number of employees in software and IT service
industry in China increased from approximately 5.5 million in 2014 to approximately 6.7 million in 2019,
representing a CAGR of 4.0%, and is projected to reach approximately 8.6 million in 2024, representing a CAGR
of 5.1% from 2019.

According to “The Guidelines for the Planning of Talent Development in Manufacturing” (“#d# 3 A\ 4 %%
JEHI#H5R”), there will be a significant supply-demand gap of talent for the software and IT service industry due
to the anticipated rapid growth of the new-generation information technology industry in China over the next ten
years. It is estimated that the supply-demand gap of talent will be 7.5 million persons in 2020, which is expected
to further increase to 9.5 million persons in 2025, when the total demand is projected to reach 20.0 million
persons. The significant supply-demand gap of talent for the industry signals a growing and urgent demand of

students who intend to receive higher education to meet such job requirements in China.

Private Higher IT Education Industry in China

According to Frost & Sullivan, private higher IT education is defined as the full-time formal higher
education programmes of IT majors provided by private higher education institutions, and the growth of China’s
software and IT service industry has created demands for talent who has in-depth understanding and solid
practical skills on emerging technologies, such as Internet of Things and artificial intelligence. Such demands are
expected to guide private higher education institutions on their curriculum arrangement and talent cultivation
goals in relation to private higher IT education. Moreover, private higher education institutions are creating new
majors and academic programmes to cultivate talent who meets the knowledge requirements of emerging

technologies.
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Market Size of Private Higher IT Education Industry in China

According to Frost & Sullivan, the market size of China’s private higher IT education industry is measured
by total student enrolments in IT majors at private higher education institutions in China, which increased from
approximately 452.6 thousand in 2014 to approximately 642.4 thousand in 2018, representing a CAGR of 9.1%
from 2014 to 2018. Driven by the promising development of China’s IT industry in the future, the total number
of student enrolments in IT majors is expected to continue to grow, reaching approximately 1,080.4 thousand in
2023, representing a CAGR of 11.0% from 2018 to 2023. The following chart shows the historical and projected

total number of student enrolments in IT majors at private higher education institutions from 2014 to 2023:

Total Number of Student Enrolments in IT Majors in Private Higher Education in China (2014-2023E)

Thousand persons

2014-2018 2018-2023E
CAGR 9.1% 11.0%
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Source: Frost & Sullivan

2019E

Market Drivers of Private Higher IT Education Industry in China

According to the Frost & Sullivan Report, the growth of China’s private higher IT education industry is

driven primarily by the following factors:

o Rapid growth of IT-related industries: 1T-related industries witnessed rapid growth in past years.
Specifically, for the software and IT service industry in China, its market size in terms of revenue
increased from RMB3.7 trillion in 2014 to RMB7.2 trillion in 2019, representing a CAGR of 14.2%
in the same period. The rapid growth stimulates the demand for IT talent, especially the demand for

talent with higher education background. Meanwhile, attractive salary provided in IT-related

2020E

2021E

industries also attracts more students to choose IT-related higher education.

o Emergence of new technologies: Thanks to the continuous technology advancement in IT-related
industries, an increasing amount of new technologies emerge, such as artificial intelligence, Internet
of Things and 5G, which may significantly re-shape the landscapes of many industries, and continue

to develop. The emergence of those new technologies creates the huge demand for talent with solid

educational background and professional skills in such fields.
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o Government support for IT-related industries: The PRC government has promulgated a series of
policies to support the development of IT-related industries, including but not limited to, “The
Outline of National Informatisation Development Strategy” (% (5 B (L35 REIEAHEL), “The
Development Plan on the Software and IT Service Industry (2016-2020) (H4-F017 545 1l IR 7 2 48
#i#1(2016-2020)), “Made in China 2025 (1 #%5 2025), “Notice of the State Council on Issuing
the Development Plan on the New Generation of Artificial Intelligence” (F0%5 e B it ED#EH — A A L
B HREE A B W A). These policies are expected to promote the development of IT-related
industries, which in turn creates the demand for talent.

COMPETITIVE LANDSCAPE OF PRIVATE HIGHER EDUCATION IN CHINA

Competitive Landscape of Private Higher Education Industry in China, Liaoning, Guangdong and

Sichuan Provinces

According to Frost & Sullivan, China’s private higher education market is highly fragmented, as the total
number of private higher education institutions reached 749 in 2018, but the top five market players only occupy
a combined market share of 8.7% in the same year in terms of student enrolments.

In the 2018/2019 school year, our Group ranked twelfth in terms of student enrolments among all private
higher education groups in China, with a total number of student enrolments of approximately 34.1 thousand. If
we exclude independent colleges from the ranking, our Group ranked eighth in terms of student enrolments
among all private higher education groups. Independent colleges are private higher education institutions that are
jointly established by public universities and individuals or private entities and are affiliated with the sponsoring
public universities. They are different from other private higher education institutions in many material aspects:
(i) the operation and student admission of independent colleges are under the name of the sponsoring public
university; (ii) some independent colleges are located on the campus of their corresponding sponsoring public
universities and use the teachers and other teaching resources of their corresponding sponsoring public
universities; (iii) when students graduate, degrees awarded bear the name of their corresponding sponsoring
public universities; and (iv) independent colleges normally pay a certain portion of their tuition fee income to the
sponsoring public university for the use of the brand and the resources. For the reasons above, in addition to
rankings among all private higher education institutions, we also present our rankings after excluding
independent colleges to provide investors with more information with respect to our competitive position in the

private higher education industry in China.
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Moreover, in the 2018/2019 school year, the initial employment rates of graduates of full-time formal
higher education programmes provided by Dalian University and Chengdu University were higher than their
respective local average initial employment rates of graduates of full-time formal higher education programmes
in Liaoning province and Sichuan province. The following table compares the initial employment rate of our
graduates and the average level of higher education graduates in the 2018/2019 school year in Liaoning,

Guangdong and Sichuan provinces:

Initial Employment Rate of Higher Education Graduates in Liaoning, Guangdong and Sichuan Provinces

Province Initial Employment Rate
o Dalian University 92.73%
Liaoning R —
Average level 91.95%
Foshan University 92.42 %
Guangdong —_—
Average level 94.58%
. Chengdu University 97.19%
Sichuan —
Average level 88.28%

Source: Frost & Sullivan

In addition, the competitiveness of our students is demonstrated by their average monthly salary after
graduation. In the 2017/2018 school year, the average monthly salary of graduates of full-time formal higher
education programmes provided by each of Dalian University, Foshan University and Chengdu University were
significantly higher than the average monthly salary of graduates of all the full-time formal higher education
programmes in Liaoning, Guangdong and Sichuan provinces, respectively. The following table compares the
average monthly salary of our graduates and the average level of higher education graduates in the 2017/2018

school year in Liaoning, Guangdong and Sichuan provinces:

Average Monthly Salary of Higher Education Graduates in Liaoning, Guangdong and Sichuan Provinces

Province Average Monthly Salary

L Dalian University 5,211
Liaoning -

Average level 4,600
Foshan University 4,528
Guangdong -
Average level 4,071
. Chengdu University 5,045
Sichuan -
Average level 4,453

Source: Frost & Sullivan
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Competitive Landscape of Private Higher IT Education Industry in China, Liaoning, Guangdong and

Sichuan Provinces

Our three universities offered a total of 26 IT majors and had a total of approximately 16.0 thousand
students enroled in the IT majors for the 2019/2020 school year. According to the Frost & Sullivan Report, in the
2018/2019 school year, our Group ranked the first in terms of the number of IT majors and the second in terms of
the number of students enroled in IT majors among all private higher education service providers in China. After
excluding independent colleges from the ranking, our Group ranked the first in terms of the number of students
enroled in IT majors among all private higher education institutions in the 2018/2019 school year, according to
the Frost & Sullivan Report. Our independent industry consultant, Frost & Sullivan, is of the view that the
ranking of our Group based on the student enrolments of IT majors in China is an acceptable industry benchmark
for performance evaluation for the following reasons: (i) the “IT majors” is a well-defined industry term, which
refers to electronic information discipline for undergraduate and junior college education and computer discipline
for undergraduate education; (ii) the Group is an education service provider that focuses on providing IT higher
education services; and (iii) the student enrolments of I'T majors can fairly evaluate the enrolment capacity of IT
higher education service providers and the capability of such providers to admit students. The following table
illustrates the top five players in terms of student enrolments of IT majors during the 2018/2019 school year in

China’s private higher IT education industry:

Top Five Private Higher Education Groups by Student Enrolments of IT Majors in China

Student Enrolments
of IT Majors
Ranking Private Higher Education Group (in thousands)

1 Company A (A private higher education service provider that 17.4
operates multiple private higher education institutions in multiple
provinces and offers undergraduate programmes and junior college
diploma programmes with a wide range of course offerings)
Our Group 154
Company C (A private higher education service provider that 10.5

W N

operates multiple private higher education institutions mainly in
Southwestern China and offers undergraduate programmes and
junior college diploma programmes with a wide range of course
offerings)
4 Company D (A private higher education service provider that 8.3
operates two higher education institutions in central China and
offers undergraduate programmes and junior college diploma
programmes with a wide range of course offerings)
5 Company E (A private higher education service provider that 8.3
operates multiple private higher education institutions in multiple
provinces and offers undergraduate programmes and junior college
diploma programmes with a wide range of course offerings)

Source: Frost & Sullivan
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In terms of student enrolments of IT majors, Dalian University ranked the first in Liaoning province,
Chengdu University ranked the third in Sichuan province, and Foshan University ranked the fifth in Guangdong
province in the 2018/2019 school year. The following tables illustrate the ranking of our universities in terms of
student enrolments of IT majors during the 2018/2019 school year in Liaoning, Guangdong and Sichuan

provinces:

Leading Players in terms of Student Enrolments of IT Majors in Liaoning, Guangdong and Sichuan Provinces

Student Enrolments of

Private Higher Education IT Majors

Province Ranking Institution (in thousands)
1 Dalian University 7.1
Liaoning 2 Institution A 2.5
3 Institution B 2.3
1 Institution C 7.1
Guangdong 2 Institution D 4.8
3 Institution E 4.4
4 Institution F 4.0
5 Foshan University 39
) 1 Institution G 8.0
Siehuan Institution H 52
3 Chengdu University 4.3

Source: Frost & Sullivan

Entry Barriers of Private Higher Education Industry in China

According to the Frost & Sullivan Report, entry barriers of private higher education in China include the
following:

o Approval of the government: The lengthy and complicated process in obtaining and maintaining a
series of approvals, licences and permits from relevant PRC government to establish a private school

becomes a natural barrier for new entrants.

o Sufficient initial capital and durative investment: The establishment of a new school requires large
capital investment for the construction of teaching facilities and continued investment to support the
operation and expansion. The new entrants must have sufficient capital and be able to afford the

intensive initial investment and the durative additional investment.

o Land resource and relevant facilities: With the tight supply of available land resource and the rising
rental cost, the availability of land resource for school facilities has become one of the entry barriers

for new entrants to established new schools.
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o Qualified teachers: Teachers with practical industry experience and know-how are in great demand
in the private higher education institutions. New entrants who are not able to access such resources

would face challenge to catch up with the existing competitors in the market.

o Brand awareness and student resources: Students have strong preference to attend a school with
long operating history and well-established reputation, which makes it difficult for new entrants to

enrol sufficient students.

° Operational experience and management capability: The operation of higher education institutions
involve the management of a large amount of people with a complex sets of roles, which foster a
highly complex system. Without operational and management experience, new entrants could

encounter great challenge in achieving larger scales and realise scale economy.

CHINA’S CONTINUING EDUCATION MARKET

China’s Continuing Higher Education Market

In China, continuing higher education primarily refers to post-secondary learning activities and
programmes which are provided by higher education institutions to adult students who intend to be awarded

higher education degrees or to participate in non-degree trainings.

China’s continuing higher education industry comprises of two segments, namely continuing formal higher
education (=% E2F4EM#H) and continuing non-formal higher education (/5% I &4 4% 7). Continuing
formal higher education primarily includes adult higher education and web-based higher education, and students
enroled in these education programmes will be awarded bachelor’s degrees or junior college diplomas after
graduation. Continuing non-formal higher education primarily includes postgraduate courses (F 7% 4 SfFEHEME BE),
self-taught examination preparation courses (F 7% BJ£23)t), and in-service trainings (G5 X 553l) for certificates of

vocational qualifications or job-related qualifications.

Market Size of Continuing Higher Education in China

According to the Frost & Sullivan Report, the student enrolment of continuing formal higher education in
China slightly increased from 12.8 million in 2014 to 14.2 million in 2018, representing a CAGR of 2.6% from
2014 to 2018. The student enrolment of continuing formal education in China is expected to increase to
18.2 million by 2023, representing a CAGR of 5.1% from 2018 to 2023, jointly driven by the anticipated increase
in the student enrolment of adult higher education programmes and web-based higher education programmes (44
EFREIEE).
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Student Enrolments of Continuing Formal Higher Education in China (2014-2023E)
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Driven by the increase in the student enrolment of in-service training, the student enrolment of continuing
non-formal higher education in China increased from 7.3 million in 2014 to 9.9 million in 2018, representing a
CAGR of 7.9% during the same period. Given that more and more people is expected to choose in-service
training to obtain certificates of vocational or job-related qualifications, the students enrolment of continuing
non-formal higher education in China is expected to further increase to 13.4 million by 2023, representing a
CAGR of 6.2% from 2018 to 2023.

Student Enrolments of Continuing Non-formal Higher Education in China (2014-2023E)

Unit: Million
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Competitive Landscape of Continuing Higher Education in China

According to the Frost & Sullivan Report, a large number of higher education institutions are providing
continuing higher education services in China, and the continuing higher education industry is China is highly
fragmented with no dominant player.

Market Drivers of Continuing Higher Education in China

According to the Frost & Sullivan Report, the growth of China’s continuing higher education market is

primarily driven by the following factors:

. People’s increasing emphasis on their education levels: 1t is widely recognised that higher
education brings more and better job opportunities. For students who are unable to receive higher
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education through traditional means such as attending the national college entrance examination,
continuing higher education provides them with easier access to higher education. To improve their
education levels and job prospects, more and more adults choose to pursue continuing higher

education in China.

° Job requirements on education background and professional skills: With the rapid economic
growth of China, almost all industries have witnessed significant development and upgrading in past
decades. The development and upgrading of industries in China lead to new and higher requirements
for professional talent. Education background and professional skills have become critical job
requirements. Continuing higher education provides students without higher education background
with opportunities to pursue degrees to meet those job requirements. In addition, for working
professionals, continuing higher education provides them with opportunities to improve their
competitiveness in job markets by honing their professional skills or obtaining relevant certificates
and qualifications.

° Advancements of technologies: The advancement of Internet-related technologies facilitate the
development of continuing higher education in China. Web-based higher education eliminates the
constraints of traditional offline education in respect of location and time schedule, and allows
students to receive distance higher education via the Internet. Due to the convenience that web-based
higher education provides, students can utilise their time after work to receive higher education,
rather than taking offline full-time courses. In addition, web-based higher education provides
students with nationwide higher education resources, which offer students more choices on choosing

courses.

China’s IT and Internet Technology Vocational Training Market

Apart from continuing higher education, there are various other types of continuing education in China,
among which, IT and internet technology vocational training is one of the most thriving markets driven by rapid
growth of the IT-related industries and demand for talents with IT skills. IT and internet technology vocational
trainings usually focus on training topics including, among others, programming language training, software
development training, and computer design training. The IT and internet technology vocational training market
discussed in this document refers to standard training services provided to individual customers and does not
include customised IT and internet technology vocational training services provided to institutional customers.

Market Size of IT and Internet Technology Vocational Training Market

According to the Frost & Sullivan Report, the market size of IT and internet technology vocational training
services grew from RMB21.3 billion in 2014 to RMB42.1 billion in 2019, representing a CAGR of 14.6%. As
the Chinese government is vigorously promoting IT-related industries such as artificial intelligence and big data,
the demand for IT talents is expected to increase. The market size is forecasted to grow from RMB42.1 billion in
2019 to RMB72.0 billion in 2024, representing a CAGR of 11.3%.
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Market Drivers of IT and Internet Technology Vocational Training in China

According to the Frost & Sullivan Report, the growth of China’s IT and internet technology vocational
training market is primarily driven by the following factors:

o Growing information technology and internet technology industry in China: China’s information
technology and internet technology industry has experienced solid growth over the past several years.
The rapid growth has created significant demand for professional IT talents with sufficient practical
knowledge and technical skills.

o Rapid industrial innovation and upgrades: The rapid development of new information and internet
technologies, along with emerging platforms and trends, such as mobile internet, cloud computing
and big data, makes it difficult for professionals and university curricula to stay abreast of the latest
technology developments, which incentivised students and employed working professionals to obtain
additional trainings on a regular basis.

o Enhancement of the requirement on employee skills: As an intelligence-intensive industry, the
information technology and internet technology industry generally requires employees in this
industry to have a higher level of expertise. The rapid-evolving nature of this industry also requires
employees to constantly obtain new skills. As a result, demand for information technology and
internet technology trainings arises.

o Growing number of graduates of higher education: The continuing growth in the number of higher
education graduates has enlarged the population base for professional education. Moreover, the
increasing number of graduates have also increased the peer pressure in seeking an ideal job, which

further motivates graduates to obtain continuing vocational trainings.

Competitive Landscape of IT and Internet Technology Vocational Training Market in China

According to the Frost & Sullivan Report, China’s IT and internet technology vocational training market is
highly fragmented with no dominate players in this market. Leading market participants mainly rely on their
nationwide learning center network to generate most of their revenues from offline face-to-face courses. In recent
years, more market players are offering training services through online channels and tap into online education

market to achieve further market penetration and expand their revenue sources.

We acquired 90.91% of the equity interest of Tianjin Ruidao in March 2020. According to the Frost &
Sullivan Report, Tianjin Ruidao was ranked the seventh among all IT and internet technology vocational training
providers in China in terms of revenue generated from tuition fees for offering IT and internet technology

vocational training services in 2019.

The IT and internet technology vocational training markets are highly fragmented in the regions where the

seven training schools of Tianjin Ruidao are located. Both leading industry participants with national presence
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and local players compete in these local markets. The following table illustrates the sizes of the addressable
market of the provinces where the seven training schools of Tianjin Ruidao are located and each school’s market

share in the corresponding provinces:

Ranking Ranking in

in terms terms of Number

Addressable of student of
Market® Market revenue enrolments market
Training school Location (RMB Billion)  Share in 2019 in 2019 players
Tianjin Binhai Newtown Neusoft Ruidao
Software Talent Vocational Training
School . ... ... ... i Tianjin 1.1 1.2% 4 4 >280
Shenyang Neusoft Software Talent Training
Centre . ....oovii Liaoning 1.0 3.7% 1 1 >250
Dalian Neusoft Software Talent Training
Centre ...........oouiuiiiennenon.. Liaoning 1.0 2.0% 2 2 >250
Nanjing Neusoft Talent Training Centre . . . Jiangsu 6.0 0.2% 6 6 >1,500
Qingdao West Coast New District Neusoft
Ruidao Software Talent Training
School . ... ... ... . . Shandong 33 0.4% 5 5 >820
Guangzhou Neusoft Software Talent
Vocational Training School ........... Guangdong 7.2 0.2% 5 5  >1,400
Qinhuangdao Neusoft Venture School . . . .. outside  outside
Hebei 0.2 04% topten  top ten >200
Note:

(1)  The addressable market represents the size of IT and internet technology vocational training market in 2019 in the provinces where our

training schools are located.

CHINA’S IT VALUE-ADDED EDUCATIONAL SERVICE MARKET

According to the Frost & Sullivan Report, IT value-added service refers to a variety of value-added IT
education-related services provided to various education institutions such as secondary vocational schools, junior
colleges and universities (mainly to higher education institutions providing IT majors). IT value-added
educational service providers generally offer comprehensive or specific solutions including, among others,
hardware, software, curriculum resources, teaching resources, training courses, course instructors, and internship
opportunities. Typical examples of IT value-added educational services include joint establishment of academic
majors, smart education platform and teaching resources and practical training laboratory solutions. The revenues
of IT value-added educational service providers usually come from service fees based on student enrolments,

software licence fees, hardware procurement and installation fees, and curriculum resources fees.
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Market Size of IT Value-added Educational Service in China

According to the Frost & Sullivan Report, driven by IT industries’ increasing demand for professional
talents, more educational institutions are seeking for cooperation with IT value-added educational service
providers so that their students can outperform students of their competitors in the job market. From 2014 to
2018, the market size grew from RMB3.9 billion to RMB6.6 billion, representing a CAGR of 14.1%. Given
vigorous policy support from the Chinese government, more educational institutions will form partnerships with
service providers in the future, which will drive the market to reach RMB14.8 billion in 2023, representing a
CAGR of 17.5% from 2018 to 2023, according to the Frost & Sullivan Report.

Market Size of IT Value-added Educational Services (China), 2014 — 2023E

CAGR 2014-2018 2018-2023E
IT value-added educational service 14.1% 17.5%
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Market Drivers of IT Value-added Educational Service in China

According to the Frost & Sullivan Report, the growth of China’s IT value-added educational service

market is primarily driven by the following factors:

o Rapid growth of IT-related industries: 1T-related industries witnessed rapid growth in past years.
Specifically, for the software and IT service industry in China, its market size in terms of revenue
increased from RMB3.7 trillion in 2014 to RMB7.2 trillion in 2019, representing a CAGR of 14.2%
in the same period. Meanwhile, as more vertical industries such as financial industry, pharmaceutical
industry and manufacturing industry are embracing increased levels of digitisation, IT-related

industries not only grow in terms of the number of companies, but also in its quality of service.

° Government support for IT-related industries: The PRC government has promulgated a series of
policies to support the development of IT-related industries, including but not limited to, “The
Outline of National Informatisation Development Strategy” (% (5B L5 REIEAI%), “The
Development Plan on the Software and IT Service Industry (2016-2020) (B {47515 B3 il A 15 25 45
#1#(2016-2020)), “Made in China 2025” (B ## 2025), and “Notice of the State Council on
Issuing the Development Plan on the New Generation of Artificial Intelligence” (75 e B FlV 58
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— AL e B AL B 1928 A1), These policies are expected to promote the development of IT-related
industries, which in turn creates the demand for talent. In addition, solid IT infrastructure such as
fibre network serves as foundation for China to vigorously develop internet data centers (IDC),

which serve the growing need of secure data storage, transmission and analyses.

° Discrepancy between supply and demand of IT talents: Given the rapid growth of IT-related
industries, demand for IT talents quickly outruns the supply. IT companies prefer talent with practical
experience, which a majority of fresh graduates lack. This is mainly due to educational institutions’
focus on theoretical education instead of practical training. As a result, there are unmet demands for
qualified IT talents in the market, which will in turn boost the need for IT value-added educational

service.

° Government initiative for educational reform: In recent years, the PRC government has issued a
series of policies and documents to initiate reform in vocational education. The PRC government
encourages more cooperation between educational institutions and enterprises to nurture
comprehensive talents that are well-adapted to the requirements of various jobs. In addition, the
student enrolments in higher vocational colleges in China has increased by one million in 2019,
reflecting the need for value-added educational service from the vocational educational institutions.

Entry Barriers of IT Value-added Educational Service in China

According to the Frost & Sullivan Report, the entry barriers of China’s IT value-added educational service
market are primarily as follows:

o Accumulation in teaching resources: Current IT value-added educational service providers have
accumulated large amounts of quality education resources after years of research and development.
With data and information collected from past teaching experiences, these providers are able to
continuously improve and complement their teaching resources offerings. In addition, their
connection with industry-leading companies gives them abundant resources to update their case
studies and real-life simulation programmes. It is difficult for new entrants to have the same level of

education resources.

° Qualified teachers: 1T value-added educational service requires dual-qualified teachers who have
both adequate academic background and teaching skills and relevant industry experience and
practical skills. Such dual-qualified teachers are scarce resources in the market and difficult to attract
and retain. New entrants would face challenges in catching up with the trend of market development
without adequate dual-qualified teachers.

o Offline campuses and delivery centres: Current IT value-added educational service providers still
heavily rely on offline campuses and delivery centres, being the physical establishment of an
education facility providing IT value-added educational services, to attract new students and expand
their presence nationwide to build up their reputation. It requires a large amount of capital investment
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to establish and operate new campuses and delivery centres before they are able to make profits in a
relatively longer period of time. New market entrants may have limited capital and experience to

expand their network.

° Client resources and sales network: Current IT value-added educational service providers have
already established steady partnerships with a number of educational institutions. These service
providers have a thorough understanding of educational institutions’ specific requirements and are
able to provide customised services after years of cooperation. Existing established relationships with
these educational institutions naturally make it difficult for competitors including new entrants to
establish new relationship with these educational institutions.

Competitive Landscape of IT Value-added Educational Service Market in China

Current IT value-added educational service providers in the market primarily include comprehensive IT

education groups, IT training companies, internet companies, and traditional IT companies.

According to the Frost & Sullivan Report, Tianjin Ruidao ranked the fifth in terms of the revenue
generated from providing IT value-added educational services in 2019 among all IT value-added educational
service providers in China. The following tables illustrate the ranking of Tianjin Ruidao in the IT value-added

educational service market in China:

Revenue in 2019
Ranking Market participants (RMB Millions)
1 Company A (A software and IT services group listed on the Hong 200.0
Kong Stock Exchange)
2 Company B (An IT value-added educational service company that 150.0
mainly serves the education industry)
3 Company C (An education services provider focusing on higher 120.0
education and vocational education in China)
4 Company D (A comprehensive technology company providing IT 100.0
product research and development, IT education resources and
training, human resources services and IT business incubation
services)
5 Tianjin Ruidao 96.3

Source: Frost & Sullivan

Future Trends of IT Value-added Educational Service in China

According to the Frost & Sullivan Report, China’s IT value-added educational service market is expected

to be as follows:

o Increasing support from smart education resources and platforms. With IT infrastructure in higher
education institutions being updated and improved, more institutions will embrace the support of
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smart education resources and platforms. By adopting education platforms and upload course content
and resources, teachers can choose to hold live or recorded classes online, so students can freely
choose when to start their classes. One class can be divided into several modules, with different
learning points and theoretical focus in order to enhance students’ enthusiasm for learning. With
increasing support from smart education resources and platforms, teachers will be released from
daily routines and may spend more time on course research and in-depth communication with

students about course work and enhancing their skillset.

Further integration of enterprises and educational institutions in joint establishment of academic
majors. As Chinese economy is transforming from investment-oriented to consumption-oriented, it
poses new challenges and opportunities to current IT enterprises and students. IT enterprises demand
for students who possess both solid academic knowledge and industry know-how of turning
knowledge into applications to adapt to the ever-changing market environment. Given these
demands, IT value-added educational service providers can serve as liaisons between IT enterprises
and educational institutions to communicate and engage in joint establishment of academic majors
which can better prepare students for solving future problems, smoothen their learning curve during
their work, and bring in more updated industry practice. With increasing demands for IT talents
driven by the prosperous digital economy, service providers in the future will have deeper
understanding of requirements of both IT enterprises and education institutions, and engage in further

integration of cooperative partnerships.

More constructions of practical training laboratory. Practical training or internships in IT
laboratories has become a prevalent practice for talent cultivation, especially in junior colleges.
Compared to normal classes, IT laboratories immerse students in a fast-paced environment and with
several tasks provided by IT enterprises, testing their knowledge mastery and reaction capability.
Students learn to solve practical problems from real work and prepare themselves for future problems
that are alike. IT companies can use this opportunity to acquire additional help for short-term projects
and scout for desired talents, saving time and cost and increasing effectivity as compared to doing a
career fair. Seeing the great potential and benefits of IT laboratories, more educational institutions

will cooperate with service providers to construct such laboratories to train their students.

Merging between online training and offline training model. Since online-to-offline training
combines the adaptability and convenience of online training and brand-building function of offline
training, there will be more service providers adopting this blended delivery method. Students can
use educational platforms provided by service providers to study various courses and conduct case
studies, and practise these cases and scenarios in IT laboratories offline. Meanwhile, service
providers are able to collect and analyse data for better teaching and service quality, which will also
facilitate their future course design and student fostering plans.

Detailed and tailored courses setting and design based on the type of educational institutions.
Given IT value-added educational service providers cooperate with a wide range of educational

institutions with different academic focus, in the future, service providers will seek for more detailed
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and customized cooperation plans and course designs for different types of educational institutions.
For example, the proportion of IT laboratory practice will vary among junior colleges, universities
and secondary vocational schools, as well as the scope and depth of core courses of their majors.
Differentiating the service content among different educational institutions will help service

providers get deeper understanding of the cooperation, and expand their market presence.

IMPACT OF COVID-19

According to Frost & Sullivan, the impacts of the COVID-19 on China’s higher education market, private
higher education market, private higher IT education market, software and IT service industry, continuing

education market and IT value-added educational service market are as follows.

Impact of COVID-19 on higher education market, private higher education market, private higher IT
education market in China

During the first quarter of 2020, due to the COVID-19 outbreak, almost all higher education institutions
chose to deliver their courses for formal higher education programmes via online platforms, as an alternative
form of face-to-face courses. As the number of newly confirmed cases continued to decrease in China, higher
education institutions have started to re-open campuses and allow students to return since April 2020. After the
National College Entrance Examination in July 2020, higher education institutions have begun their student
admission activities for the fall semester of 2020/2021 school year, and it is expected that the student admission
for the 2020/2021 school year will proceed as planned across the country. In addition, in an effort to mitigate the
negative impacts of COVID-19 outbreak on employment, the PRC government and the MOE introduced plans
for expanding student enrolments of higher education. As a result, the student enrolments of China’s higher
education market, the private higher education market and the private higher IT education market will continue
to grow in the forecast period, and the impacts of COVID-19 outbreak on the abovementioned markets will be

insignificant.

Impact of COVID-19 on software and IT service industry in China

Due to the COVID-19 outbreak, the software and IT service industry in China experienced a negative
growth in the first four months of 2020. However, as the number of newly confirmed cases continued to decrease
in the PRC, many businesses have started to re-open in accordance with government guidance and various
restrictive measures on travel and social distancing were gradually lifted for the residents within the country. The
growth rate of the software and IT service industry in China turned to positive in May 2020, and the growth

momentum is expected to maintain for the rest of the year and the forecast period.

Impact of COVID-19 on continuing education market in China

Higher education institutions move their continuing higher education courses online during the COVID-19
outbreak in China, and the student enrolments of those courses were not significantly affected. As a result, the

impacts of COVID-19 outbreak on the continuing higher education market will be insignificant. Due to the
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government guidance on closing offline tutoring centres, China’s IT and internet technology vocational training
market witnessed a decline in the first half of 2020. Despite many institutions move their courses online, the
student enrolments of IT and internet technology vocational training courses decreased due to declining
marketing activities and less willingness of individual customers to take online courses. However, with the
re-opening of offline training centres, the IT and internet technology vocational training market is expected to
recover from the COVID-19 outbreak in the second half of 2020.

Impact of COVID-19 on IT value-added educational service market in China

The impacts of COVID-19 outbreak on the IT value-added educational service market will be insignificant
due to the following reasons: (i) IT value-added educational services are mainly provided to higher education
institutions providing IT majors and the student enrolments of higher IT education is expected to continue to
grow; (ii) more higher education institutions tend to procure IT value-added educational services to improve their
students’ practical skills and employment results given the increasing competition in job markets due to
COVID-19 outbreak; and (iii) IT value-added educational service providers are able to deliver their services via

online platforms.
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OVERVIEW

Our history can be traced back to 2000 when we started our education business following an industry-wide
response to China’s increasing need to fill a shortage of professional talent in its highly technical and rapidly
emerging technology industry. We began our business with the establishment of Dalian Orient Institute of
Information Technology (later known as Dalian Neusoft Vocational College of Information Technology and
subsequently merged into Dalian University in 2012) as a cooperation initiative with, among others, a
predecessor of Neusoft Corporation (“Neusoft Group”, being a company established in 1998 in which Dr. J. Liu

was a core founding member), with Dr. Wen as the founding principal.

Our Group began as the educational arm of Neusoft Group, and later, became the educational arm of
Neusoft Holdings, currently one of our Controlling Shareholders and the Registered Shareholder of our
Operating Entity, when Neusoft Holdings was established in 2011.

Our Chairperson and Controlling Shareholder, Dr. J. Liu, through Neusoft Group, established the
predecessors of Chengdu University and Foshan University in 2003, and Dalian University in 2004, with
Dr. Zhang, Dr. Yang and Dr. Wen acting as principals, respectively, with the aim of growing talent and fostering
an ecosystem of innovation for the next generation of software developers and information technology providers.
Dalian University started as an independent college of Northeastern University and became an independent
higher education institution in 2008. Dalian University was qualified to offer undergraduate degrees in China in
2004, while Chengdu University and Foshan University gained university status and became qualified to offer
high-education undergraduate degrees in 2011 and in 2014, respectively, in China.

We primarily offer three types of services: (i) full-time formal higher education services, (ii) continuing
education services, and (iii) education resources and apprenticeship programme. In the education sphere, we
specialise in information technology and health technology, and with an emphasis on fostering professional
practical skills that directly meet the industry’s evolving needs.

MILESTONES

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

Year Event

2000 ... Dalian Orient Institute of Information Technology, the predecessor to Dalian Neusoft
Vocational College of Information Technology, was established

2002 ... Dalian Development, our Operating Entity, was established

2003 ... the predecessors to Chengdu University (then named Chengdu Neusoft Vocational
College of Information Technology) and Foshan University (then named Nanhai
Neusoft Vocational College of Information Technology) were established
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Year Event

Dalian Neusoft Vocational College of Information Technology and Chengdu Neusoft
Vocational College of Information Technology (the predecessor to our Chengdu
University) were selected by the MOE as two of the first 35 National Model Software
Vocational Education Institutions in China

2004 ...l the predecessor to Dalian University (then named Neusoft Institute of Information),
was established

2005 ... . the predecessor to Dalian University, as the first private university in China awarded
first prize of the National Teaching Achievement Award for its project on “The

Exploration and Practice on Cultivation Mode of Practical IT Talent”

2008 ... Neusoft Institute of Information was renamed Dalian Neusoft University of
Information (or “Dalian University”) and became an independent higher education

institute

Dalian University was one of four private institutions first approved by the MOE to
become independent higher education institutions that provides undergraduate

programmes

2010 .o Chengdu University was renamed to its current name and was upgraded to a university

that provides undergraduate programmes

2012 .0 Dalian Neusoft Vocational College of Information Technology was merged into Dalian
University
2014 ..ol Foshan University was renamed to its current name and was upgraded to a university

that provides undergraduate programmes

2016 . ...l Dalian University was recognised by the MOE as one of the First 50 Model
Universities Nationwide of Experimental Innovation and Entrepreneurship (as one of

only five private institutions in China)

2017 oo Dalian University was recognised by the MOE as one of the First 99 Model
Universities Nationwide with Deepening Innovation and Entrepreneurship Education

(as one of only four private institutions in China)

2018 ... our Company was established to serve as the holding company for our Group,

including our schools

2020 ... we acquired Tianjin Ruidao and its subsidiaries
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OUR MAJOR SUBSIDIARIES AND SCHOOLS

Our major subsidiaries

The principal business activities, and date of establishment and commencement of business of each Group
member that made a material contribution to our operating results during the Track Record Period are shown

below:
Date of
establishment
and commencement
Company Description Principal business activities of business
Neusoft Ruixin ......... Our JV (PRC) Investment holding company 17 May 2019
Dalian Education ....... Subsidiary of our JV Educational software development, 3 August 2018
(PRC) educational consulting services and
information technology services
(including cloud and data services)
Shanghai Ruixiang . .. ... Subsidiary of our JV Providing technical services relating 14 April 2017
(PRC) to information technology and
computer engineering, technical
consulting and development
Dalian Development ....  Our Operating Entity ~ Software development, information 10 July 2002
(PRC) technology consulting, property
management and acting as school
sponsor
Tianjin Ruidao ......... Subsidiary of our JV Education consulting services, as 22 March 2012
(PRC) well as holding seven training
schools
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Our schools

The following is a summary of the establishment information of our universities:

Registered
capital
University School Sponsor(s) (RMB) Date of establishment Location
Dalian University ....... Dalian Development, 350,190,000 16 September 2004 Dalian, China
Neusoft Holdings, and
Yida Group
Chengdu University .. ... Chengdu Development, 230,663,174 18 June 2003 Chengdu, China

Foshan University

Neusoft Holdings, and
Yida Group

Foshan Development,
Neusoft Holdings, and
Yida Group

158,400,000 25 April 2003 Foshan, China

The following is a summary of the establishment information of our eight training schools:

Registered
capital

School School Sponsor(s) (RMB) Date of establishment Location
Dalian High-tech Zone Dalian Technology 1,000,000 29 August 2018 Dalian, China
Neusoft Training School Co.,
Ltd. (“Neusoft Training
School”)
Tianjin Binhai Newtown Tianjin Ruidao 1,000,000 13 August 2015 Tianjin, China

Neusoft Ruidao Software
Talent Vocational Training
School

Shenyang Neusoft Software

Talent Training Centre

Dalian Neusoft Software
Talent Training Centre

Nanjing Neusoft Talent
Training Centre

Tianjin Ruidao

Tianjin Ruidao

Nanjing Neusoft Ruidao
Information Technology
Co., Ltd.

300,000 9 September 2008  Shenyang, China
1,000,000 8 May 2009 Dalian, China
300,000 18 November 2009 Nanjing, China
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Registered
capital

School School Sponsor(s) (RMB) Date of establishment Location
Qingdao West Coast New Qingdao Neusoft Ruidao 1,200,000 12 November 2013  Qingdao, China
District Neusoft Ruidao Education Information
Software Talent Training Technology Co., Ltd.
School
Guangzhou Neusoft Software ~ Guangzhou Neusoft Ruidao 1,000,000 13 July 2015 Guangzhou, China
Talent Vocational Training Education Information
School Technology Co., Ltd.
Qinhuangdao Neusoft Venture Dalian Neusoft Ruichuang 5,000,000 15 March 2016 Qinhuangdao, China

School (collectively with all
the above training schools
except for Neusoft Training
School, the “Ruidao Training
Schools”)

REORGANISATION

Offshore Reorganisation

Incorporation of our Company

Technology Development
Co., Ltd. (as to 90%);
Qinhuangdao Xingdong
Technology Co., Ltd. (as to
10%)

Our Company was incorporated as an exempted company with limited liability under the laws of the
Cayman Islands on 20 August 2018 with an authorised share capital of HK$380,000 divided into 3,800,000,000
Shares at par value of HK$0.0001 each.

On 22 October 2019, our Company completed a share consolidation on a two-to-one basis, following
which our Company’s authorised share capital of HK$380,000 was divided into 1,900,000,000 ordinary Shares at
par value of HK$0.0002 each (being the Share Consolidation).
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Establishment of our Company’s offshore shareholding structure

On 31 August 2018, before the Share Consolidation, in preparation for the Listing, Ogier Global Subscriber

(Cayman) Limited transferred one share to Kang Ruidao, and our Company allotted and issued shares to each of

the following six Shareholders to reflect their shareholding in our Operating Entity (“corresponding interest”):

Approximate

shareholding as

Type of shares of at the Latest
par value of Practicable Date

Name Number of Shares HK$0.0001 each (%)
Kang Ruidao™ . ... ... .. 300,490,000 ordinary 30.05%
Dongkong First® .. ... .. . 254,930,000 ordinary 25.49%
Dongkong Second® .. ..... .. ... .. 240,000,000  ordinary 24.00%
Century Bliss® .. ... .. 130,020,000  ordinary 13.00%
Alpine Electronics® . ....... ... .. .. i, 56,210,000 ordinary 5.62%
Apex Venture® ... 18,350,000  ordinary 1.84%
Total ... 1,000,000,000 100%
Notes
(1) Kang Ruidao has the same ultimate beneficial owners as Dalian Kang Ruidao and Dalian Siwei, which holds approximately 29.65%

()]

3)

“

(&)

and 10.82% interest, respectively, in the Registered Shareholder of our Operating Entity. Kang Ruidao is ultimately controlled by
Dr. J. Liu (our Chairperson, Director and a core founding member of our Group), who, through Kang Ruidao First, holds all the voting
shares in Kang Ruidao. The ultimate beneficial owners of Kang Ruidao hold their remaining corresponding interest through Dalian
Kang Ruidao’s and Dalian Siwei’s approximately 29.65% and 10.82% respective interest in Neusoft Holdings, which, in turn, controls

Dongkong First’s and Dongkong Second’s combined approximately 49.49% interest in our Company. See “Substantial shareholders.”

Dongkong First and Dongkong Second are wholly-owned subsidiaries of Neusoft International, which is a wholly-owned subsidiary of
Neusoft Holdings, being the Registered Shareholder of our Operating Entity. See “— Corporate structure — Corporate structure before

the Reorganisation” for the shareholding structure of the Registered Shareholder of our Operating Entity.

Century Bliss has the same ultimate beneficial owners as Yida Holdings, which holds approximately 17.51% interest in the Registered
Shareholder of our Operation Entity. The ultimate beneficial owners of Century Bliss hold their remaining corresponding interest

through Yida Holdings’ approximately 17.51% interest in Neusoft Holdings.

Alpine Electronics has the same ultimate beneficial owners as Alpine Electronics (China) Co., Ltd. (FI#VRET (FE) FIRAT,
“Alpine China”), which holds approximately 7.57% interest in the Registered Shareholder of our Operation Entity. The ultimate
beneficial owners of Alpine Electronics hold their remaining corresponding interest through Alpine China’s approximately 7.57%
interest in Neusoft Holdings.

Apex Venture is beneficially owned by the spouse of LIU Ming, who holds approximately 2.47% interest in the Registered Shareholder

of our Operation Entity. The ultimate beneficial owner of Apex Venture holds her remaining corresponding interest through LIU

Ming’s approximately 2.47% interest in Neusoft Holdings.

Establishment of our offshore subsidiaries

On 6 September 2018, Neusoft Education BVI was incorporated as a BVI business company limited by

shares under the laws of the BVI. Neusoft Education BVI is authorised to issue a maximum of 50,000 shares with
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no par value each of a single class, of which 100 ordinary shares were allotted and issued to our Company for
US$100.

On 26 September 2018, Neusoft Education HK was incorporated as a limited company under the laws of
Hong Kong, with a share capital of HK$100 divided into 100 shares, all of which were allotted and issued to
Neusoft Education BVI for HK$100.

See “Statutory and general information — Share Incentive Schemes — Pre-IPO Share Incentive Scheme”
in Appendix V for subsequent grant of share options, and transfer of Shares, to employees, senior managers and

directors of our Group.
Onshore Reorganisation
Incorporation of our JV

On 17 May 2019, Neusoft Ruixin, our JV, was incorporated under the laws of the PRC to serve as the PRC
holding company for all of the businesses owned and controlled by our Group within the PRC. As at the Latest

Practicable Date, our JV’s shareholding is as follows:

Approximate

percentage of

registered
Name Registered capital (RMB)  capital held
Neusoft Education HK . . ... ... . . . . i 8,082 80.82%
PICC Life . ... e e e e 840 8.40%
Northeastern University Group® . ... ... ... . .. 593 5.93%

PICCHealth ...... ... ... 485 4.85%

Note:

(1)  The interests of PICC Life, Northeastern University Group and PICC Health (collectively the “Minority JV Shareholders”) in our JV
correspond with their respective interests in the Registered Shareholder of our Operating Entity. PICC Life, Northeastern University
Group, and PICC Health each hold their remaining corresponding interest through their approximately 14.01%, 9.88% and 8.08%
interest, respectively, in Neusoft Holdings, which, in turn, controls Dongkong First’s and Dongkong Second’s combined approximately

49.49% interest in our Company.

Pursuant to our JV’s articles of association (“JV’s articles”), adopted on 29 April 2019, the directors of
our JV (“JV Directors*) who are appointed by the Minority JV Shareholders will act in concert with the JV
Directors who are appointed by Neusoft Education HK in respect of certain reserved matters, being: amending
the JV’s articles, winding-up or dissolving our JV, alterations to the JV’s share capital, and our JV’s merger with
another entity or division of the company. Except as disclosed in this sub-section, as at the date of this document,

the Minority JV Shareholders have no special rights or obligations in the JV.

On 6 May 2019, as part of the Reorganisation and in order to further stabilise our corporate structure

(including our Contractual Arrangements) and to increase the likelihood that the JV Interests (defined below)
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would remain part of the enlarged Group (being the Group and Neusoft Holdings), Neusoft Holdings entered into
an agreement with (a) the PICC minority shareholders (PICC Life and PICC Health, together the “PICC
Shareholders”); and (b) Northeastern University Group, respectively, pursuant to which:

the PICC Shareholders and Northeastern University Group agreed, in their respective agreements,
that, prior to the Listing, they would not sell any of their respective equity interests in the JV (“JV
Interests”) without Neusoft Education HK’s consent, and

following the Listing, each of (a) the PICC Shareholders and (b) Northeastern University Group,
pursuant to their respective agreements, shall have the right to auction off all of their respective JV
Interests (in whole). If the right is exercised within three years of the Listing, Neusoft Holdings shall
bid for the JV Interests at an initial bidding price calculated according to a specified formula set out
in the agreement (with reference to our average trading Share price following the Listing to better

reflect the fair market value of the JV Interests).

Transfers of equity interests by the former Neusoft Holdings Group

In preparation for the Listing and as part of our Reorganisation, the former Neusoft Holdings Group (which

included our Group prior to the Reorganisation) made the following equity transfers, all of which have been

completed as at the date of this document:

(a)

(b)

(©

(d)

(e

on 15 August 2018, our Operating Entity agreed to transfer 100% equity interest in Shanghai
Ruixiang to Dalian Education for a consideration of RMB15 million.

on 29 August 2018, Neusoft Holdings agreed to transfer 100% equity interest in Dalian Yunguan to
Dalian Education for a consideration of RMBS55 million.

on 2 September 2018, Neusoft Holdings agreed to transfer all of its assets and businesses related to
cloud services (“cloud services business”) to Dalian Yunguan for a consideration of
RMB 14 million.

on 2 September 2018, Tianjin Ruidao agreed to transfer all of its assets and businesses related to
education software development to Dalian Yunguan for the consideration of RMB15 million. The
consideration for this reorganisation step, and for the reorganisation steps described in (b) and (c)
above, was negotiated on an arm’s length basis with reference to the value as at 30 June 2018 of the
acquired assets and businesses as determined by an independent valuer, and based on assets and/or

liabilities of the acquired targets as the case may be.

on 30 May 2019, Dalian University agreed to transfer 100% equity interest in Dalian Technology to

Dalian Education for the consideration of approximately RMB10.8 million.
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(f)  on 17 June 2019, our Operating Entity agreed to transfer 95% equity interest, and LIU Mengyue
agreed to transfer the remaining equity interest, in Dalian Education to our JV for the aggregate

consideration of RMB12 million.

Establishment of onshore entities

We established the following entities as part of our Reorganisation:

(a) on 3 August 2018, Dalian Education was established as a partly-owned subsidiary of our Operating
Entity (as to 95%) and LIU Mengyue (as to the remaining 5%), with an aggregate registered capital
of RMB10 million.

(b) on 14 August 2018, Neusoft Industry Management was established as a wholly-owned subsidiary of
Dalian Education, with a registered capital of RMB3 million.

(c) on 29 August 2018, Neusoft Training School was established as a wholly-owned subsidiary of Dalian
Technology, with a registered capital of RMB1 million.

(d) on 26 April 2019, Neusoft Education Chengdu was established as a wholly-owned subsidiary of
Dalian Education, with a registered capital of RMB1 million.

Yida school sponsor rights agreement

Prior to the Listing, pursuant to the power of attorney granted by Yida Group as part of the Contractual
Arrangements, Yida Group granted to our JV entitlement to Yida Group’s School Sponsor rights in our three
universities, Dalian University, Chengdu University and Foshan University (being approximately 1.83% in
Dalian University, 0.87% in Chengdu University, and 1.26% in Foshan University, collectively the “Yida School
Sponsor Rights”). Subsequently, on 21 June 2019, Neusoft Holdings, Yida Group, and our JV entered into an
agreement pursuant to which, following the Listing and envisioned part of the Reorganisation, in order to further
stabilise our Contractual Arrangements and to ensure that the Yida School Sponsor Rights would remain part of
the enlarged Group (being the Group and Neusoft Holdings), Neusoft Holdings (or its appointed third-party)
would acquire the Yida School Sponsor Rights at a price calculated according to a specified formula set out in
the agreement within three years of the Listing (with reference to our average trading Share price following the
Listing to better reflect the fair market value of the Yida School Sponsor Rights) upon Yida Group’s request. The
acquired Yida School Sponsor Rights would subsequently be granted to our JV in accordance with the power of
attorney granted by Neusoft Holdings as part of our Contractual Arrangements.

Entry into Contractual Arrangements

On 21 June 2019, we (through our JV) entered into the Contractual Arrangements with, among others,
Neusoft Holdings (being the Registered Shareholder of our Operating Entity), Dalian Development (our
Operating Entity) and our universities, pursuant to which economic benefits arising from our Consolidated
Affiliated Entities would be, to the extent permissible under PRC Laws, consolidated into our Group’s financial

statements. See “Contractual Arrangements” for more information.
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CORPORATE STRUCTURE

Corporate structure before the Reorganisation

The following diagram illustrates the corporate and shareholding structure of the onshore entities of our

Group immediately before the Reorganisation:

Dalian Dalian Alpine Northeastern PICC Yida
Kang

Ruidag © Siwei © LIU Ming China © [glr‘:z;‘ﬁy PICCLfe™ || Health 0 Holdings

29.65% 10.82% 2.47% 7.57% 9.88% 14.01% 8.08% 17.51%

Neusoft
Holdings ®

I
| 100% 100%

Dalian Dalian
Development Yunguan

100% | 100% 100% 95.43% 100%

Shanghai Chengdu Foshan Dalian Foshan
Ruixiang Development Development University @ Yunguan

97.83% 96.84% 100% 100%

Chengdu Foshan Neusoft Dalian

. f . . Electroni
University @ University @ c;)cr;;)smc Technology

Notes:
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Each of Northeastern University Group, PICC Life and PICC Health continues to hold their interests in our Group following the
Reorganisation through (i) their minority shareholding in our JV; and (ii) Neusoft Holdings’ interest in our Company. Northeastern
University Group is a wholly-owned subsidiary of Northeastern University (RJEA%), a public university in Shenyang, Liaoning
province in China, which is ultimately controlled by the Ministry of Education. PICC Life and PICC Health are both ultimately
controlled by MOF.

The remaining interests are held by Neusoft Holdings and Yida Group as to 2.74% and 1.83%, respectively. Yida Group is
wholly-owned by Dalian Zhongzhi Investment Co., Ltd., which is ultimately beneficially owned by the same three individuals who also
ultimately beneficially own Century Bliss and Yida Holdings, and each of them is an Independent Third Party.

The remaining interests are held by Neusoft Holdings and Yida Group as to 1.30% and 0.87%, respectively. See also Note 2 above.
Prior to the reorganisation, Chengdu University wholly-owned Chengdu Neusoft Software Co., Ltd., which was subsequently
transferred to Tianjin Ruidao and as at the Latest Practicable Date, Chengdu Neusoft Software Co., Ltd. is a subsidiary of Tianjin

Ruidao.
The remaining interests are held by Neusoft Holdings and Yida Group as to 1.89% and 1.26%, respectively. See also Note 2 above.

Dalian Kang Ruidao is a limited partnership. Dr. J. Liu (our Chairperson, Director and a core founding member of our Group)
ultimately controls (a) Dalian Kang Ruidao, through, among others, his majority ownership of Dalian Kang Ruidao’s general partner,

and (b) Dalian Siwei, a 99% owned subsidiary of Dalian Kang Ruidao (with Dr. J. Liu having majority ownership of Dalian Siwei’s
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remaining 1% shareholder). Both Dalian Kang Ruidao and Dalian Siwei are associates of Dr. J. Liu and connected persons of our
Company. Following the Reorganisation but before the Global Offering, Dalian Kang Ruidao transferred interests representing RMB1
registered capital in Neusoft Holdings to Baidu Online Network Technology (Beijing) Co., Ltd., a company ultimately owned by Baidu,
Inc., a company listed on NASDAQ under the stock code “BIDU.” The transfer of interests between Dalian Kang Ruidao and Baidu
Online Network Technology (Beijing) Co., Ltd was completed on 9 September 2019.

(6) Alpine China is a subsidiary of Alpine Electronics, which in turn is a subsidiary of Alps Alpine Co., Ltd. (a company listed on the
Tokyo stock exchange (stock code: TSE-67700)).

(7)  Yida Holdings is ultimately owned by three individuals who are Independent Third Parties.

(8)  No shareholder controls more than 50%, or otherwise has statutory control, of Neusoft Holdings. The single largest ultimate controlling

shareholder of Neusoft Holdings is Dr. J. Liu (see “Substantial shareholders” and note 5 above), who indirectly controls Dalian Kang

Ruidao and Dalian Siwei, which collectively hold approximately 40.47% interest in Neusoft Holdings.

Corporate developments following the Reorganisation

Acquisition of Tianjin Ruidao

On 1 March 2020, we, through our subsidiary Dalian Education, acquired 90.91% equity interest in Tianjin
Ruidao from Neusoft Holdings, our controlling shareholder, for a consideration of approximately RMB362.8
million. On 1 March 2020, the transfer of the title to the target shares was completed and Dalian Education
became the shareholder of the 90.91% equity interest in Tianjin Ruidao. As at the date of this document, the
Company has fully paid the total consideration. The consideration was determined on an arm’s length basis, with
reference to the acquired equity interest percentage multiplied by the calculated value of Tianjin Ruidao as at
31 December 2019. The value of Tianjin Ruidao, as used to calculate the consideration of the acquisition, was
determined by an independent valuer based on information as of 31 December 2019 and adopting the income
approach in valuing the target group. The valuation took into account the historical financial performance of
Tianjin Ruidao group, the industry condition, the projected profits and cash flow of the target over the next five
years (taking into account the unique nature of education providers and the education industry, including the
relatively direct correlation between the target group’s assets and its income) and related market risks over the
next five years typically associated with the industries in which Tianjin Ruidao operates. The Company also
considered the consolidated net asset value of Tianjin Ruidao as at 31 December 2019 (the book value of which
was approximately RMB172.6 million, based on its accounts, which have not been audited or reviewed by our
reporting accountant) as well as the intangible assets (including human resources and goodwill) of the Tianjin
Ruidao group in considering the reasonableness and appropriateness of the valuation of the independent valuer.
Having considered the above factors, our Directors are of the view that the valuation of Tianjin Ruidao was
reasonable and appropriate. The acquisition was funded by cash at hand. Following the acquisition, Tianjin
Ruidao became a subsidiary of our Group and its financial results were consolidated into the Company’s
financial accounts. We believe that Tianjin Ruidao would be complementary to our Group and allow us to further
develop our education business, and expand our “continuing education services” and “education resources and
apprenticeship programme” business segments. The acquisition would extend our “continuing education
services” to adult students and individual customers, which would be a new customer base for our Group. The
acquisition would also expand our “education resources and apprenticeship programme” business by allowing
our Group to leverage Tianjin Ruidao’s existing deep customer base and extensive sales and marketing team

network. We believe that Tianjin Ruidao’s existing customer base and sales network are complementary to the
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education resources we have cultivated over the years, and are strategically beneficial to the development of our
“education resources and apprenticeship programme” business. Please see “Business — Acquisition of Tianjin

Ruidao” for further information.

Tianjin Ruidao share option agreement

On 19 May 2020, Dalian Education and Tianjin Ruiyi Enterprise Management Consulting Center (Limited
Partnership) (KHEEMEMEERHEH P OHERAGH)) (“Tianjin Ruiyi”) entered into a share option agreement,
pursuant to which, within three years from the Listing, Dalian Education has the option to acquire from Tianjin
Ruiyi, and Tianjin Ruiyi has the option to sell to Dalian Education, a 9.09% equity interest in Tianjin Ruidao for
a consideration of approximately RMB36.3 million. Pursuant to the share option agreement, upon the exercise of
the option, the other party shall be obliged to sell or acquire the 9.09% interest (as appropriate) to the extent
permitted under relevant Laws, including in accordance with, and subject to, the Listing Rules. The consideration
was calculated as the target equity interest percentage multiplied by the calculated value of Tianjin Ruidao as at
31 December 2019, as determined by an independent valuer based on information as of 31 December 2019 and
adopting the income approach in valuing the target group. The valuation took into account a number of factors,
including the historical financial performance of the target group, its projected profits and cash flow over the next
five years (and taking into account the unique nature of education providers and the education industry, including
the relatively direct correlation between the target group’s assets and its income) and related market risks over
the next five years typically associated with the industries in which Tianjin Ruidao operates. Our Directors are of
the view that the valuation of Tianjin Ruidao was reasonable and appropriate. Tianjin Ruiyi was established in
January 2018 for the purpose of holding equity interest in Tianjin Ruidao on behalf of participants of Tianjin
Ruidao’s completed share incentive plan. The share incentive plan was adopted for the purpose of incentivising
and rewarding key employees of Tianjin Ruidao and its subsidiaries, and was effected through a capital injection
by Tianjin Ruiyi in Tianjin Ruidao in 2018. Tianjin Ruiyi is a partnership consisting of two limited partners and
one general partner. The two limited partners are partnership entities, through which the incentivised employees
hold their interests. The general partner is a company ultimately controlled by a director of Tianjin Ruidao,
which became a subsidiary of our Company following this acquisition, and therefore a connected person at the
subsidiary level; as such, Tianjin Ruiyi will become a connected person of our Company following the Listing. In
determining whether to exercise the option to purchase under the agreement, the Company will consider a
number of factors, including the actual and anticipated financial and business performance of Tianjin Ruidao and
its subsidiaries and potential tax implications to our Group in the timing of any such exercise.
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Notes:
(1)  Please refer to the notes under “— Corporate structure before the Global Offering” above.
(2) These Shares will count towards public float (expected to be approximately 25.00% in aggregate) immediately following the Global

Offering. As at the date of this document, none of our existing Shareholders’ shareholdings will count towards public float.

(3)  Our Controlling Shareholders are: (i) Neusoft Holdings and its wholly-owned subsidiaries, Neusoft International, Dongkong First and
Dongkong Second; and (ii) Dr. J. Liu, through his control over the voting rights in our Company held by Kang Ruidao and the
Irrevocable Voting Proxy grantors Century Bliss, Alpine Electronics and Apex Venture. See “Relationship with our Controlling

Shareholders — Controlling Shareholders™ for more information.

COMPLIANCE WITH PRC LAWS

Our PRC Legal Adviser confirms that, as at the Latest Practicable Date, (i) the PRC incorporated entities
within our Group (the “PRC Companies”) had been duly established, (ii) all requisite approvals and permits in
respect of the Reorganisation had been obtained in accordance with PRC Laws, and (iii) the Reorganisation
complies with all applicable PRC Laws in all material respects. Our Directors confirm that all transfers of equity
interests in the PRC Companies (including within our Group) have been completed.

M&A Rules

Under the Merger and Acquisition of Domestic Enterprises by Foreign Investors ( BN & 0 B 5
AR ZERIELE D ) (the “M&A Rules™), a foreign investor is required to obtain necessary approvals when:

(i) a foreign investor acquires equity in a domestic non-foreign invested enterprise (thereby converting
the domestic non-foreign enterprise into a foreign-invested enterprise), or subscribes for new equity
in a domestic enterprise via an increase of registered capital (thereby converting it into a foreign-

invested enterprise); or

(i) a foreign investor establishes a foreign-invested enterprise that purchases and operates assets of a
domestic enterprise, or that purchases assets of a domestic enterprise and injects those assets to
establish a foreign-invested enterprise.

According to Article 11 of the M&A Rules, where a domestic company or enterprise, or a domestic natural
person, through an overseas company established or controlled by it/them, acquires a domestic company that is
related to or connected with it/them, approval from the MOC is required, and the relevant parties shall not
circumvent the above requirements through a foreign-invested enterprise’s domestic investment or other means
(“Regulated Activities”).

Given that (i) our JV was established as a foreign-owned enterprise by means of direct investment rather
than merger or acquisition by our Company under the M&A Rules, and (ii) at the time of the JV’s acquisition of
shares of Dalian Education, Dalian Education was a Sino-foreign joint venture whose 5% equity interest was held
by Liu Mengyue, a natural person of foreign nationality, no approval from the MOC is required in respect of the
JV’s acquisition of shares of Dalian Education, and no Regulated Activities were involved in our Reorganisation.
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Accordingly, our PRC Legal Adviser is of the view that the M&A Rules do not apply to our Reorganisation. On
11 February 2020, with the assistance of our PRC Legal Adviser, we consulted the Foreign Investment
Administration Office at Tianjin Commission of Commerce, and we were informed that our acquisition of
Tianjin Ruidao is not subject to the M&A Rules and no procedure with commerce authorities is required for such

acquisition.

SAFE registration

Circular on the Management of Offshore Investment and Financing and Round Trip Investment by
Domestic Residents through Special Purpose Vehicles ( B3R JE R RA H B9 B AMERNE SJORFEIE
AN B BH A R 1) ) (“Circular 377), a PRC resident must register with the local SAFE branch:

(i)  before contributing assets or equity interests to an overseas special purpose vehicle (the “Overseas
SPV”) directly or indirectly controlled by a PRC resident for investment and financing purposes (the
“Initial Registration”); and

(i) following any major change to the Overseas SPV (following the Initial Registration), including a
change in the Overseas SPV’s (a) PRC resident shareholder(s), (b) name, and (c) terms of operation;

or the occurrence of any capital, share transfer or swap, merger or division.

Pursuant to the Circular of the SAFE on Further Simplifying and Improving in the Direct Investment-
related Foreign Exchange Administration Policies ( BHINME—2 0 A MO B HBCG MBS I ECR @A) )
(“Circular 13”), the power to accept SAFE registrations under Circular 37 has been subsequently delegated from
the local SAFE branch to the local bank where assets or interest in the domestic entity is located.

As advised by our PRC Legal Adviser, as at the date of this document, each domestic resident who is
subject to SAFE regulations has completed the registration as required by Circular 37 (and in accordance with

Circular 13) in accordance with PRC Laws.
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OVERVIEW

We are a leading private IT higher education service provider in China, focusing on nurturing IT
professional talent to cater for the fast-growing demand for talent in China’s software and IT service industry.
Leveraging our two decades of experience and knowhow accumulated in the IT higher education industry and
driven by our vision of becoming a leader in China providing digital education services, we have developed an
education service ecosystem with full-time formal higher education services as our fundamental business;
continuing education services, and education resources and apprenticeship programme as our two strategic
businesses. We are supported by the reputation of Neusoft Corporation, the first software company listed on the
Shanghai Stock Exchange (stock code: 600718), and are able to leverage Neusoft Corporation’s expertise in
software and IT services. We have strategically established three application-oriented universities in Dalian,
Chengdu and Foshan and developed a comprehensive portfolio of IT-related majors covering a wide range of
industry sectors with a high demand for IT talent, such as computer science, electronic information, digital
media, information management service, and healthcare technology. According to the Frost & Sullivan Report,
we ranked the first in terms of the number of IT majors provided by China’s private higher education institutions
and the second in terms of the number of students enroled in IT majors among all private higher education
institutions in China, for the 2018/2019 school year. After excluding independent colleges from the ranking, we
ranked the first in terms of the number of students enroled in IT majors among all private higher education
institutions in the 2018/2019 school year, according to the Frost & Sullivan Report. The number of students
enroled in our full-time formal higher education programmes reached 36,066 for the 2019/2020 school year, of
which approximately 16,053 were enroled in IT majors. In December 2019, three bachelor degree programmes of
Dalian University, i.e. computer science and technology, software engineering, and digital media technology,
were included in the list of the first batch of national-level first-class bachelor degree programmes by the MOE,
making Dalian University rank the first among all private universities (including independent colleges) in terms
of the number of bachelor degree programmes included in the list. With respect to each of the three bachelor
degree programmes mentioned above, Dalian University is the only private university (including independent

colleges) that was included in the list.

In the course of operating our universities, we have developed an integrated talent cultivation approach,
with reference to international engineering education models, to nurture future IT talent bestowed with eight key
capabilities/skills — Technical knowledge and reasoning, Open thinking and innovation, Personal and
professional skills, Communication and teamwork, Attitude and manner, Responsibility, Ethical values, and
Social values created by application practice — an approach we call “TOPCARES”. Under our TOPCARES
approach, we not only impart knowledge to students, but also focus on fostering good moral character, nurturing
innovation capabilities, professional skills and communication skills, and inspiring the spirit teamwork in our
students. Our TOPCARES approach is applied to all aspects of our students’ learning experience and is
instrumental in improving the overall competency of our students. In addition, we creatively blended traditional
“face-to-face” offline education methods with our online e-learning platform to become a pioneer in China
providing blended learning solutions, so that our students are able to study any education content at anytime and

anywhere.

With the support of Neusoft Corporation, we engaged in an extensive school-enterprise cooperation in

order to better equip our students with skills that can be applied directly in their future employment, and improve
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their career prospects. We effectively integrate our education resources with expertise in the software and IT
service industry offered by leading enterprises, such as Hewlett-Packard and IBM. We have put in place a
mechanism for the interaction between our teachers and engineers to enhance our teaching team. We invite
engineers from leading enterprises to our universities to jointly design curricula, establish practical training sites,
and deliver lectures, among others. We also encourage our teachers to obtain industry experience and keep
abreast of the latest industry trends by working in enterprises that cooperate with us. Through such cooperation
and exchange, we are able to formulate student advancement plans that reflect the industry’s recent developments
and amass a team of teachers with both academic expertise and industry experience to disseminate cutting-edge
knowledge to our students, which we believe will narrow the skills gap between school education and future

work requirements.

We are among the leaders in innovation and entrepreneurial education. Since we started our business in
2000, we have been focusing on innovation and entrepreneurship education and in 2002 established a unique
start-up incubator, Student Office & Venture Office (the “SOVO”), through which we encourage and support our
students to start their own businesses. SOVO aims at fostering our students’ innovative thinking and nurturing
entrepreneurial spirit. Teachers and mentors in the SOVO help our students turn the business ideas into projects
and provide guidance and support in operating the projects. As of 31 March 2020, SOVO had incubated more
than 7,300 start-up projects and over 1,000 “virtual” companies, of which more than 250 had been formally
registered as companies. We have won numerous honours and awards for our innovation and entrepreneurship
education. For example, in 2016, Dalian University was recognised as one of China’s First 50 Model Universities
of Experimental Innovation and Entrepreneurship (4B & #5097 £ %7 A 3 A KLER 7 1%) by the MOE. SOVO of
all of our three universities have been awarded as national-level Mass Entrepreneurship Space under the Torch
Centre of Ministry of Science and Technology (Bl &6 JCHE Hrt A %2 ).

As a result of the above initiatives, we have achieved favourable graduate employment outcomes for our
students. According to the Frost & Sullivan Report, for the 2018/2019 school year, the initial employment rates
of the graduates of our Dalian University, Chengdu University and Foshan University full-time formal higher
education programmes reached 92.73%, 97.19% and 92.42%, respectively. The employment rates of Dalian
University and Chengdu University were higher than the average level of initial employment rates of graduates
from full-time formal higher education programmes in Liaoning province and Sichuan province, i.e. 91.95% and
88.28%, respectively, while the employment rate of Foshan University was close to that of Guangdong province,
i.e. 94.58%. For the 2017/2018 school year, the average monthly salary of the graduates of our Dalian University,
Chengdu University and Foshan University full-time formal higher education programmes was RMBS5,211,
RMB5,045, and RMB4,528, respectively. These average salaries were also higher than the average level of the
salaries of graduates from full-time formal higher education programmes in the provinces where each of our
three universities is located, i.e. RMB4,600, RMB4,453 and RMB4,071, respectively.

Our relentless efforts at improving the quality of our education services by applying our education
philosophy and approach have won us numerous awards and gained the trust of students, parents, teachers, local
governments, potential employers and business partners. Our “Neusoft Education” brand has also achieved
strong brand awareness and high social recognition in China’s private higher education industry, which in turn
enables us to attract more high quality students. Our students are admitted from either the liberal arts stream or

science stream of high schools. According to the Frost & Sullivan Report, for the 2019/2020 school year, the

— 155 —



BUSINESS

admission scores of students from the science and liberal arts streams entering our Dalian University both ranked
the first among all the private universities (exclusive of independent colleges) in Liaoning province, while the
admission scores of students from the science and liberal arts streams entering our Chengdu University both
ranked the fourth among all the private universities (exclusive of independent colleges) in Sichuan province, and
for those entering our Foshan University, ranked the first and the third in terms of science stream and liberal arts
stream, respectively, among all the private universities (exclusive of independent colleges) in Guangdong

province.

Our extensive experience accumulated through our two decades of school operation and management track
record, in particular our experience in IT education, has enabled us to establish our current education service
ecosystem, through which we provide a full spectrum of education services, including not only our fundamental
business of full-time formal higher education services, but also our two strategic businesses: continuing
education services, and education resources and apprenticeship programme. We are committed to empowering
other higher education institutions and their students by sharing with them our education philosophy, approach,
model, system and standard that we distilled from our two decades of school operations and management. As of
the Latest Practicable Date, we had delivered our quality education resources to over 400 universities, colleges
and vocational schools. Relying on our education service system and through such scalable model, we are able to
rapidly replicate our quality education resources to other schools and establish our unique “3+N”" business model
(“3” stands for our three universities and “N” stands for other higher education institutions that enjoy our quality
education resources), which we believe will provide significant potential to our further growth. According to the
Frost & Sullivan Report, as measured by cumulative number of schools using IT value-added education services
provided by us as of 31 March 2020, we ranked the second in China among providers of IT value-added

education services.

Our revenue increased by 16.7% from RMB731.4 million for the year ended 31 December 2017 to
RMB853.2 million for the year ended 31 December 2018 and further increased by 12.3% to RMB958.2 million
for the year ended 31 December 2019. Our revenue decreased by 7.3% from RMB171.4 million for the
three months ended 31 March 2019 to RMB158.9 million for the three months ended 31 March 2020. Our gross
profit increased by 16.1% from RMB234.4 million for the year ended 31 December 2017 to RMB272.3 million
for the year ended 31 December 2018 and further increased by 18.6% to RMB323.0 million for the year ended
31 December 2019. Our gross profit increased by 6.4% from RMB27.6 million for the three months ended
31 March 2019 to RMB29.4 million for the three months ended 31 March 2020. Our net profit increased by
14.3% from RMB143.2 million for the year ended 31 December 2017 to RMB163.7 million for the year ended
31 December 2018 and further increased by 6.9% to RMB175.0 million for the year ended 31 December 2019.
Our net profit increased by 169.0% from RMB4.5 million for the three months ended 31 March 2019 to
RMB12.2 million for the three months ended 31 March 2020.
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OUR COMPETITIVE STRENGTHS

We believe the following are our principal strengths that contribute to our success and differentiate us from

our competitors:
Leading position in China’s IT higher education industry

We are a leading private IT higher education service provider in China, focusing on nurturing IT
professional talent to cater for the fast-growing market demand for talent in China’s software and IT service
industry. According to the Frost & Sullivan Report, we ranked the first in terms of the number of IT majors
provided by China’s private higher education institutions and the second in terms of the students enroled in IT
majors among all private higher education institutions in China, for the 2018/2019 school year. After excluding
independent colleges from the ranking, we ranked the first in terms of the number of students enroled in IT
majors among all private higher education institutions in the 2018/2019 school year, according to the Frost &
Sullivan Report. The number of students enroled in our full-time formal higher education programmes reached
approximately 36,066 for the 2019/2020 school year, among which, approximately 16,053 were enroled in IT

majors.

We have received various recognition and awards in our two decades of school operations. The most recent
one is that in December 2019, three bachelor degree programmes of Dalian University, i.e. computer science and
technology, software engineering, and digital media technology, were included in the list of the first batch of
national-level first-class bachelor degree programmes by the MOE, making Dalian University rank the first
among all private universities (including independent colleges) in terms of the number of bachelor degree
programmes included in the list. With respect to each of the three bachelor degree programmes mentioned above,
Dalian University is the only private university (including independent colleges) that was included in the list. In
addition, another six bachelor degree programmes of Dalian University and three bachelor degree programmes of
Chengdu University were included in the list of the first batch of provincial-level first-class bachelor degree
programmes by the MOE. Students enroled in the three national-level and six provincial-level first-class bachelor
degree programmes of Dalian University mentioned above accounted for approximately 42.4% of Dalian

University’s total students enrolments for the 2019/2020 school year.

The software and IT service industry in China has experienced strong growth in recent years, primarily
driven by innovations in technology, industry demand and favourable government policies. As China’s IT-related
higher education currently lags behind the rapidly growing software and IT service industry in China, there is a
significant supply-demand gap for IT talent with practical skill sets. According to “The Guidelines for the
Planning of Talent Development in Manufacturing” (“84%5 3 A\A ¥R BHE ™) jointly promulgated by the
MOE, the Ministry of Human Resources and Social Security of the People’s Republic of China ("3 A [ L7 2
NI &R & R %38) and MIIT, it is estimated that total demand for the new-generation of IT talent would
reach 20.0 million persons in 2025, with an expected shortage in supply of 9.5 million persons. We seized the
market opportunities presented by the strong growth of China’s software and IT service industries and
established five categories of academic majors in the IT and healthcare fields with high demands for talent, i.e.
computer science majors, electronic information majors, digital media majors, information management service
majors, and healthcare technology majors.
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Since our inception in 2000, we have opened universities in Dalian, Chengdu and Foshan, respectively. We
strategically choose the locations of our campuses and currently operate our universities in cities where local
government policies support the development of the IT service industry and demand for IT professional talent is
high. Our practical skill-oriented programmes equip our students with practical skill sets, enabling us to seize the
significant geographical advantage and supply the right talent to satisfy the huge demand presented by the local
IT service industry. According to the Frost & Sullivan Report, Dalian University, Chengdu University and
Foshan University ranked the first, the third and the fifth, respectively, in terms of number of student enrolments
in IT majors for the 2018/2019 school year, among all private higher education institutions in the provinces
where each university is located.

As a result of our current market leading position, we are able to supply high-quality IT talent with
practical skill sets to cater for the fast-growing market demand for talent in China’s software and IT service
industry. Such market leading position also enables us to supply our quality education resources, including our
education philosophy, approach, model, system and standard that we distilled from our two decades of school

operations and management to other schools.

Our industrial background enables us to develop an education model that closely tied to the industry
demand

Our Group began as the educational arm of Neusoft Corporation, and later, became the educational arm of
Neusoft Holdings, currently one of our Controlling Shareholders, when Neusoft Holdings was established in
2011. The solid track record of Neusoft Corporation in software and IT service industries provides us with an
edge in our talent cultivation. As a result of such industry background, we have developed a solid understanding
on the industry’s demand for talent and built an education model that stay abreast of the evolving demand for

talent.

We effectively combined our university education with enterprises’ daily operations through extensive
school-enterprise cooperation. Enterprises that cooperate with us are deeply involved in various aspects of our
student training processes ranging from curriculum design, to talent cultivation, and practical training. Backed by
the industrial advantages of Neusoft Corporation in software and IT service industry, we are able to effectively
integrate our education resources with software and IT service industry expertise. We cooperate with more than
700 world-leading enterprises, including IBM, Lenovo, Hewlett Packard, Intel, Concentrix, Accenture and
Alpine to provide our students with internship and potential employment opportunities. For example, since 2002,
Dalian University has carried out extensive cooperation with IBM on various fronts such as student internship
and potential employment. In 2003, Dalian University became the ninth and the only private university in China
that was included in the SAP Seed Programme for Universities Globally (SAPAEK = £ f T 51#1)).

In addition, we partnered with industry-leading enterprise to establish industrial colleges. For example, we
entered into a business collaboration framework agreement with Baidu in May 2019 to establish a college
focusing on artificial intelligence in each of our three universities, optimising our existing curriculum offerings,
formulating talent cultivation systems, and developing education resources, and smart education solutions, which
consist of smart course solutions and smart campus solutions. Such framework agreement provides a
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collaboration period of six years unless otherwise agreed by the two parties or separately agreed under any
further business cooperation agreement, and may be terminated by either party with a written notice delivered 30
days in advance under certain circumstances such as bankruptcy or insolvency. In furtherance of the framework
agreement we entered into with Baidu, we entered into a business collaboration agreement with Baidu in
November 2019 to further carry out the two parties’ cooperation in artificial intelligence sector. According to
such agreement, the two parties will jointly formulate and upgrade talent cultivation plans and teaching recourses
in intelligent science and technology major, artificial intelligence technology service major, data science and big
data technology major, and big data technology and application major, and will jointly establish and promote
Neusoft Baidu Artificial Intelligence College among the application-oriented universities and colleges across the
country, the profit from which will be allocated between Baidu and us based on contribution and subject to
further negotiation. The business collaboration agreement on artificial intelligence college provides a
collaboration period of six years and the same termination clauses as the framework agreement. In November
2019, the artificial intelligence college was established in each of our three universities. Further, our university
science park, which was recently recognised as a provincial-level university science park, also played a role in
our school-enterprise cooperation by integrating academic research, talent cultivation, and business operations.
We have carried out in-depth integration of industry and education with some renowned IT enterprises in the
science park. Some of our employer-tailored education programmes are also offered in the science park at the
relevant enterprises’ premise. The convenient location significantly facilitates the interaction among enterprises,
our students and us. Moreover, through our apprenticeship programme, we offer our students and students of
other higher education institutions that cooperate with us opportunities to obtain actual work experience before
entering professional career and acquire knowledge and skills demanded by prospective employers. Apart from
increasing students’ capabilities and competitiveness, our apprenticeship programme also empowers higher
education institutions that cooperate with us in their supply of qualified talents to IT-related industries and to
contribute to the development of local economy.

Unique TOPCARES education approach developed to deliver our mission of “Empower Students with
Innovative Education”

We are committed to creating value for students by helping them to develop a promising career that is
commensurate with their expertise, which in turn generates a good return for their families and benefits society as
a whole. To achieve this goal, we developed, and are constantly improving our unique TOPCARES approach
based on the extensive experience accumulated through our two decades of school operation and management.
Our TOPCARES approach is composed of a complete set of key performance indicators in terms of knowledge,
competence and capabilities. Under our TOPCARES approach, we not only impart knowledge to students, but
also focus on fostering good moral character, nurturing innovation capabilities, personal professional skills and
communication skills and inspiring teamwork spirit in our students. TOPCARES approach is now applied across
all of our education activities and is instrumental in improving the overall competency of our students. As a
result of our continuous education reform and innovation based on our TOPCARES approach, we became the
first in China’s private higher education industry winning the first prize of the National Teaching Achievement
Award (B KA BRIE—5%4E) in 2005. In 2009, we won the second prize of the National Teaching
Achievement Award. As of the Latest Practicable Date, we had received numerous provincial or national

recognition in terms of our teaching quality and curriculum design.
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and Implement Implement Implement Design and Implement

Assessment and Improvement

Leveraging Dalian University’s first-mover advantage as the first Laptop University in China, we
established an advanced high-speed internet system, and blended the traditional “face-to-face” education with
digital learning. We are a pioneer in China in supplying blended learning solutions to our students, effectively
combining online learning platforms with offline teaching resources such as laboratories and experimental
apparatuses, so that our students are able to study any education content at any time and location. We also
developed our proprietary smart education platforms such as Neusoft MOOC (Massive Open Online Courses)
Platform, Neusoft Practical Curriculum Platform, and Neusoft Software Development Practical Training
Platform and integrated our quality education resources into those platforms. The outbreak of COVID-19 in 2020
prompted higher education institutions to move course instructions online, which promoted the use of our smart
education platforms. As of the Latest Practicable Date, approximately 300 higher education institutions with a
total of 87,000 registered users across these three platforms in China used our smart education platforms.

We are among the leaders in innovation and entrepreneurship education. In 2002, we established a unique
start-up incubator, SOVO, through which we support our students to start up their own businesses. As of
31 March 2020, SOVO had incubated more than 7,300 start-up projects and over 1,000 “virtual” companies,
among which more than 250 had been formally registered as companies. We have won numerous honours and
awards for our innovation and entrepreneurship education. Dalian University was recognised by the MOE as one
of China’s First 50 Model Universities of Experimental Innovation and Entrepreneurship (=2 & #t50 57 8 £ 2
HAEILEEG =A%) in 2016 and as one of China’s First 99 Model Universities with Deepening Innovation and
Entrepreneurship Education (4B #t99Fr AL fI# fl 32 & B R #i42) in 2017. Further, SOVO of all of our
three universities have been awarded as national-level Mass Entrepreneurship Space under the Torch Centre of
Ministry of Science and Technology (FH # Ak H.0 R A1 22 ).

As a result of our innovative and skill-oriented educational model, the quality and capability of our
graduates are well recognised by prospective employers. According to the Frost & Sullivan Report, for the
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2018/2019 school year, the initial employment rates of the graduates of our Dalian University, Chengdu
University and Foshan University full-time formal higher education programmes reached 92.73%, 97.19% and
92.42%, respectively. The employment rates of Dalian University and Chengdu University were higher than the
average level of initial employment rates of graduates from full-time formal higher education programmes in
Liaoning province and Sichuan province, i.e. 91.95% and 88.28%, respectively, while the employment rate of
Foshan University was close to that of Guangdong province, i.e. 94.58%. For the 2017/2018 school year, the
average monthly salary of the graduates of our full-time formal higher education programmes of Dalian
University, Chengdu University and Foshan University was RMBS5,211, RMB5,045, and RMB4,528,
respectively, each of which was higher than the average salary level for graduates of full-time formal higher

education programmes in the provinces where each of our three universities is located.

Strong brand awareness and high public recognition

Our “Neusoft Education” brand has achieved strong brand awareness and high public recognition in
China’s private higher education industry, winning the trust of students, parents, teachers, local governments,
potential employers and business partners. As of the Latest Practicable Date, we had received over 200 awards
from provincial or national education authorities in relation to teaching quality and curriculum design and won

numerous honours and awards, such as:

° Dalian University and Chengdu University were both included in the First Batch of 35 Model
Software Vocational Technical Institutes in China (2 & #3557/~ @A RSE LT S4B ) by the
MOE in 2003;

. Our project on “The Exploration and Practise on Cultivation Mode of Practical IT Talent” (§l#%4 IT
TR A A B EM R R ELE ) won the first prize of the “National Teaching Achievement Award”
(B R B R 52) in 2005; we were the first private university in China to win such a high national

award;

. Foshan University was recognised as the “National Base for Nurturing Skill-Oriented Professionals
in Short Supply on Computer Application and Software Technology” (12 %753 A%k AR 144 fii 25
SEHRE R B A B I3 ) in 2005;

. Our project on “Construction and Application of Software Talent’s Training Platform” (f{f: A7 H53&
HIE I & 2% BLRE A ) won the second prize of “National Teaching Achievement Award” (B % &%
LR AE) in 2009;

° Dalian University was the first private university in China, among all the eight Chinese universities,
including well-known public universities such as Tsinghua University and Beijing Jiaotong
University, to be admitted by Conceiving — Designing — Implementing — Operating (CDIO)
Initiative as a collaborator in 2012, adopting the CDIO framework to govern its curriculum design

and outcome-based evaluation;
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Dalian University was recognised by Xinhuanet (#7##d) as a Private University with Social
Influence in China (1 B+ & 5220 RAFFL) in 2015;

Chengdu University was recognised as a Pilot University in Sichuan Province in the Reform of the
Overall Transformation and Development of Undergraduate Colleges (141188 4R} i b5 6 it s 10 5% e
HCE D) in 2016;

Dalian University was recognised as a Model Higher Education Institution in Liaoning Province
Transforming to be Application-Oriented (% & W4 AR} 5 55 B AL 1) i ) BY 4 /R i i A in 2017,

According to Wushulian China Private Universities in Comprehensive Competitiveness (“# 7
R 475 )1 BEAT857), Dalian University ranked the fifth in 2018 and 2019 among all private

universities in China, respectively;

Dalian University ranked the first among all private universities in China in the “Teachers Teaching
Development Index” released by the China Association of Higher Education (B 5%# &£ E), a

national non-profit social organisation, in 2019;

Neusoft Education Technology Group was recognised by Xinhuanet (Fi#£48) as “Comprehensive
Strength Education Group” in 2019;

Our three universities were included as top 100 private universities among all universities in China
by Ruanke (#%}), a world-leading professional research and consulting firm focusing on higher
education institution’s performance review and improvement, in 2020 and Dalian University ranked

fifth among all private universities in China; and

Dalian University ranked the first among all private universities (inclusive of independent colleges)
in China in the “Analysis Report on National Teachers’ Teaching Contests (2012-2019)” released by
the Expert Working Group of the College Contests Evaluation and Management System Research of
the China Association of Higher Education ("B =% &£ €) in early 2020.

Our strong brand awareness and high public recognition enable us to admit students obtaining a high score

in the National Higher Education Entrance Exams from the provinces where each of our three universities is

located despite the fact that our tuition fees have been increasing in recent years. Our students are admitted from

either the liberal arts stream or science stream of high schools. According to the Frost & Sullivan Report, for the

2019/2020 school year, Dalian University ranked the first among all the private universities (exclusive of

independent colleges) in Liaoning province in terms of the admission scores of both science stream and liberal

arts stream, Chengdu University ranked the fourth in terms of the admission scores of both science stream and

liberal arts stream among all the private universities (exclusive of independent colleges) in Sichuan province,

Foshan University ranked the first in terms of the admission scores of science stream and the third in terms of the

admission scores of liberal arts stream among all the private universities (exclusive of independent colleges) in

Guangdong province.
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Backed by our strong brand awareness and high public recognition, we have extended our education
network worldwide through partnerships with foreign universities. As of 31 March 2020, we had established
approximately 200 international programmes cooperation with over 130 universities abroad. Our partnership
network has extended to include universities in the United States, Australia, the United Kingdom, Japan, South
Korea and Russia, and we have developed various programmes such as dual-degree granting programmes and
exchange student programmes, accepting international students from foreign universities and providing overseas

study opportunities to our students.

Comprehensive education services across our continuing education services and education resources and
apprenticeship programme

Leveraging our unique TOPCARES approach, quality education resources accumulated since our business
started in 2000, and our leading position in the market, we have established a comprehensive education service
ecosystem with full-time formal higher education services as our fundamental business, and continuing education

services and education resources and apprenticeship programmes as our strategic businesses.

We have established a lifelong education platform by providing continuing education services to serve a
wider group of students and meet their needs for higher degrees and desire to learn more knowledge and skills.
By applying our education resources and experience in full-time formal higher education programmes, we are
able to offer a wide range of formal higher continuing education programmes to cater to students’ different
needs. As of 31 March 2020, we had a total of over 4,000 students enroled in our formal higher continuing
education programmes. In order to further diverse our customer base and monetise our education resources, we
also provide short-term training services to both institutional customers and individual customers. Our
institutional customers include companies, schools and government agencies, as well as other institutional
customers. We offer training services that are customised to the needs of those institutional customers. As of the
Latest Practicable Date, we had provided 70 short-term training programmes to our institutional customers. We
have received 30 qualifications recognised by national, provincial and municipal governments, including being
recognised by the Ministry of Human Resources and Social Security as one of the first batch of 50 online
vocational training platforms (AALEHRIEHBER RERE A AR - & #4%) during COVID-19 pandemic, by four
ministries including the MOE as one of the first batch of enterprise practice sites for teachers of vocational
education (B HERkZELAE it H B ILHL), by Liaoning provincial government as a service outsourcing talent
training base in Liaoning province (Z%£& kM AA EHIHEHL), and by Dalian municipal government as a
vocational skills public training base in Dalian (JZEF e AL EHIIENHL). The acquisition of 90.91% of the equity
interests of Tianjin Ruidao in March 2020 expanded our short-term training services to cover individual
customers. Tianjin Ruidao had a well-established short-term training business targeting individual customers
such as college students, graduates, IT company employees and anyone interested in acquiring or improving their
IT skills. This type of short-term training services aim at enhancing our customers’ professional skills and
competency in their future career. From 2017 to 2019, Tianjin Ruidao attracted over 4,000 individual customers
each year to attend its short-term training programmes, with each customer generating an average revenue of
approximately RMB16,000. According to the Frost & Sullivan Report, Tianjin Ruidao ranked the seventh among
IT and internet technology vocational training providers in China in terms of revenues generated from offering IT

training services in 2019.
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Over the course of our university operations, we have distilled our experience and resources accumulated
in the past two decades into quality education products, services and solutions. We categorised our education
resources business into three modules: (i) joint establishment of academic majors and industrial colleges (23t
HHLEEZEEBE), (i) smart education platform and teaching resources, and (iii) practical training laboratory
solutions. Supported by our dedicated research and development team and our safe and reliable internet data
center, we are able to supply either standard or customised education resources that are infused with our featured
education philosophy, approach, model, system and standard to other universities, colleges or vocational schools.
In March 2020, we acquired Tianjin Ruidao, a company that provides IT training and education services to
higher education institutions and individuals. Tianjin Ruidao had an established sales network in China covering
12 provinces. It also had a client base of 194 higher education institutions. In addition, Tianjin Ruidao had a team
of teachers/engineers who are experienced in delivering training and education services to students. The
acquisition of Tianjin Ruidao further strengthened our education resources and apprenticeship programme and
optimised our delivery of education resources to our clients in a more effective and efficient way, which in turn
increased our capacity in supplying qualified talent to the IT services industries and contributes to the

development of local economy.

We have supplied our quality education resources to a number of higher education institutions that are in
need of such resources. We call this asset-light and highly scalable business model “3+N” model (“3” stands for
our three universities and “N” stands for other higher education institutions that enjoy our quality education
resources). The “3+N” business model goes beyond physical, regulatory and capital limitations and constraints
that traditional education services are subject to, enables us to rapidly replicate our success to other universities,
colleges and vocational schools, and provides us with significant potential to further growth. In addition, we have
established a research and development team with composed of excellent teachers of our three universities,
experienced enterprise engineers and full-time professional researchers to develop education resources products
and support our delivery of such premium products to other higher education institutions. As of the Latest
Practicable Date, over 400 universities, colleges and vocational schools in China had used our education
resources products, services and/or solutions to upgrade their offerings or curriculum design and improve the
effectiveness and efficiency of their teaching activities. Among these universities and colleges, 31 of them are
included in the tertiary education development initiative called “Double First Class Universities™ (“#— i K £”),
consisting of 15 “World First Class Universities” and 16 “First Class Academic Discipline Construction
Universities”. Among those vocational schools, 64 of them are included in the vocational education development
initiative called “Double High-level Vocational Colleges™ (1 EIRLEH E 8 mimt &~ @3 2:4%). According to the
Frost & Sullivan Report, as measured by cumulative number of schools using IT value-added education services
provided by us as of 31 March 2020, we ranked the second in China among providers of IT value-added

education services.
Efficient operations and resources sharing under centralised management model

We have adopted a centralised management model to efficiently manage our schools based on modern
enterprise management procedures and established practice in operating universities. From our beginnings
operating just one school, we have grown today to operate our schools independently in different provinces. We
believe our centralised and standardised management is essential to the success of our business, which lays a

solid foundation for our future business expansion.
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Our centralised management model enables us to carry out unified school operating strategies and
implement consistent teaching and education principles. This model also allows us to share various types of
education resources among our schools. Meanwhile, we delegate necessary autonomy to each school to maintain

their flexibility and accommodate their individual development needs.

° Unified school operating strategies: At our Group level, we carry out unified school operating

strategies and make central decisions for key issues that are vital to our business development. Our
three universities are managed under a similar business structure and share the same education

philosophy, which enables us to effectively carry out our business strategies as a Group.

° Consistent teaching and education principle: At our Group level, we implement consistent teaching

and education principles, represented by our TOPCARES approach. We guide each school to design
its own curriculum system and develop the relevant education content to ensure consistent education
quality. Each school is delegated certain school’s discretion to make necessary adjustments to its own
education content to accommodate the individual school’s development needs.

° Education resources sharing: At our Group level, we make holistic planning for the allocation of

education resources across all our schools in terms of procurement, maintenance and upgrade plans
for textbooks, collection of books in libraries, laboratory instruments and devices, IT systems,
laboratory establishment and construction, and school buildings and facilities construction, among
other matters, so that we can maximise the use of our education resources, allow our schools to share

resources, and improve utilisation efficiency.

With the support of our advanced online administration system, we are able to apply our centralised
management model to other core aspects of our business operations. The centralised management model has
effectively improved our education quality, enabled us to control operating costs, improved our operating
efficiency, strengthened our control over operational risks and enhanced our brand value, all of which allow us to
replicate our success when we supply our quality education resources and apprenticeship programme to other

universities and colleges or when we acquire or establish new schools in the future.

Experienced management team and high-quality teaching staff

Our core management team has extensive knowledge, rich management experience and a proven track
record in the IT higher education industry in China. Our core management team, as well as the principals of our

three universities, each have at least 17 years of work experience in the IT higher education industry.

Our Chairperson, Dr. J. Liu, entered China’s higher education industry over 30 years ago, and was
previously a vice principal of Northeastern University. Dr. J. Liu is currently a professor and Ph.D. supervisor at
Northeastern University. He is also the chairperson of Neusoft Corporation, which when it listed in 1996 was the
first software company listed on the Shanghai Stock Exchange (stock code: 600718). With extensive experience
accumulated in both the higher education and IT service industries, Dr. J. Liu is an elite in both industries, which
enables him to bring his valuable insights and expertise accumulated from both industries to the management of
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our schools. Dr. J. Liu has won numerous honours and awards, domestically and internationally, including
“China Business Leaders Award” (“/ Bl ErI2E4H™) in 2007, “the Sixth Consumer News and Business
Channel Asia Business Leaders Award — Innovators” (“%57~fECNBCEE I i 348 #-8157 A%) in 2008, <2009
CCTV China Economy Person of the Year” (“2009 CCTV HEZEHAFEAY”) in 2009, “China Software
Industry Decade Great Player” (“rrEI#k{ A3 +H4EDhHE) A%”) in 2011, and was named as one of the “One
Hundred Outstanding Private Entrepreneur for the 40-Year Reform and Opening up” (“B# B i404FE & 44 £ R
EAFEZ”) in 2018. In 2019, Dr. J. Liu was awarded as the EY Entrepreneur of the Year — Award for Societal
Impact (%K BRI 2E K -1 & E Rk 2E).

Dr. Wen, an executive Director, chief executive officer and president of our Company, entered China’s
higher education industry over 30 years ago, and was the former vice principal of Liaoning Shihua University
CEFAMAL T RERIKER). Dr. Wen is currently a professor and Ph.D. supervisor at Northeastern University. He
received a Ph.D. degree in engineering at Northeastern University in 1994, and has committed himself to the IT
education industry. Dr. Wen began exploring e-learning models in China as early as in 2001. Inspired by the idea
of e-learning models, we started to develop our online learning platform and provide blended learning solutions
to our students. Dr. Wen has served various roles in government and industry organisations, such as deputy
director member of the National Industry and Information Segment Education Steering Committee (% B T.2£F1{5
AALHEAE R ISR B @A E{TZ£ 8) and member of the Software Engineering Professional Education
Supervision Committee of the MOE (¥ & # = - £ Ak {4 LRE B R4 B 4582 B ). Dr. Wen has won numerous
honours and awards, including “China Private Higher Education Innovation Award” (*“H 2 B #¥ e 55 205 g 4 7)
in 2003, “National Excellent Individual in Vocational Education” (“Z:FB¥% & /&M A ) in 2005, Hundred-
Level Talent of “Liaoning BaiQianWan Talent Programme” (“A T & A4 L A A& R A#”) in 2007, “Famous
Teacher Award” (“#(£24 fili#%”) of Liaoning Province in 2009, “Excellent Educator of Liaoning Province” (‘%
FHEEFHHE LIEE) in 2009, “China’s Most Charming Principal” (‘"B i Bk 1142 =) in 2011, and “China’s
Outstanding Educator” (“H B H % F %) in 2011.

We believe that the quality of our education is primarily dependent on the quality of our teachers. Our
schools have a professional and stable teaching team possessing rich subject knowledge, industry expertise,
teaching experience, and overseas education background. We have formulated strict standards and procedures for
recruiting teachers, and conduct assessments of teachers, such as student satisfaction surveys, regularly. As of
31 March 2020, our three universities had 1,318 full-time teachers, among which approximately 87.0% have a
master degree or a Ph.D. degree, and approximately 40.5% were professors or associate professors. As of the
same date, approximately 21.7% of our full-time teachers had overseas study and/or work experience. As of
31 March 2020, our three universities also had 852 part-time teachers. In addition, as of 31 March 2020, Tianjin
Ruidao had 98 full-time teachers.

OUR BUSINESS STRATEGIES

Digital economic transformation and people’s pursuit of living a healthy life have generated a strong
demand for talent with expertise in IT and healthcare sectors. We strive to become a leading provider of digital
talent education services in China and are committed to benefiting more students from our premium digital talent

education services, and thus empower students, parents and society with innovative education.
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Our mission is to “empower students with innovative education.” To carry out this mission, we aim to
provide employment-oriented first-class full-time formal higher education services with a focus on IT and
healthcare sectors and build first-class universities of applied science. With respect to our continuing education
services, we strive to build an open continuing education system that integrates online and offline models and
provides governments, enterprises, higher education institutions and individuals with one-stop, specialised and
lifelong continuing education services and solutions. For our education resources and apprenticeship programme,
we intend to further supply and empower other higher education institutions with our quality education resource
and becoming an innovator and pioneer for value-added IT education services. To achieve these goals, we plan to
execute the following business strategies.

Grow our student enrolments and further expand our enrolment capacity

e Increase student enrolments for our existing majors and offer new majors

For the 2019/2020 school year, we have been approved to admit more students in our full-time formal
higher education programmes. Going forward, we plan to continue to increase student enrolments in our
existing majors and start to offer new majors that we anticipate would be well received by employers in the
IT services industry in China, as well as the general health and wellness industry. “Health China” is now a
national strategy, and according to the Frost & Sullivan Report, it is estimated that the supply-demand gap
in talent for the general health and wellness market is expected to reach 25.4 million by 2023. Leveraging
our position as a leading private IT higher education service provider in China, we seized the market
opportunities brought about by the “Health China” national strategy, and started to offer new majors on
healthcare technology. In 2018, Dalian University started to offer three new majors which were health
services and management, medical imaging technology, and data science and big data technology. The
overall enrolment rate of the three new majors, as defined by the number of students who enroled in the new
majors divided by the number of students who were admitted in these new majors, was 93% in 2018. For the
2019/2020 school year, Dalian University was also approved to offer two additional majors in intelligent
medical engineering and medical product management, Chengdu University was approved to set up two
new majors in digital media art and cyberspace security, and Foshan University was approved to set up two
new majors in industrial design, and big data management and application. In 2020, Dalian University was
also approved to offer four new majors, i.e. medical information engineering, artificial intelligence, robotics
engineering, and big data management and application, and Chengdu University was approved to offer three
new majors in medical information engineering, intelligence science and technology, and health services
and management. In the future, we plan to offer more new majors in healthcare technology and IT related
areas such as medical examination technology in our three universities, to satisfy the demand for talent

brought about by China’s talent supply shortage in these markets.

e Expand and improve school infrastructure

We believe that school infrastructure is crucial to drive our student enrolments. We intend to increase our
investment in new construction projects to build academic, office and living facilities that can drive our
student enrolments in the years to come. See “— Campus facilities and services — Upgrade and expansion
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plans”. In addition, we will increase investment in information infrastructure so as to comprehensively

improve digitalised management of our campuses and apply digital technology across our campuses.

e Expand our school network

Education resources in China are not evenly allocated. Leveraging our two decades of school operation and
management experience and our in-depth knowledge of China’s private IT-related higher education market,
we intend to expand our school network by acquiring education institutions that are complementary to our
business based on various factors, in particular, where the majors offered by the target school are
complementary to our current and prospective curriculum, such as majors related to IT and healthcare
technology. As of the Latest Practicable Date, we did not have specific acquisition targets. We will ensure
that any acquisitions in the future will fully comply with the relevant laws and regulations in effect from

time to time.

Maintain and strengthen our market-leading position in terms of education quality and reputation

e Further develop our online/offline blended learning solutions based on our TOPCARES approach

We believe that the quality of education is the lifeline of our business. By utilising our advanced education
philosophy, unique TOPCARES approach, industry-leading education resources, and our online learning
management platform, we plan to further upgrade our online/offline blended learning solutions by applying
outcome-based education approach and artificial intelligence, big data, and cloud computing technologies
and continuously improve our digitalised and personalised education system. We will also continue to
improve our offline-to-online smart education platforms and realise all-dimension improvement of our
students’ knowledge, capability and quality.

e Optimise our course offerings and curricula and continue to refine our teaching evaluation system

We will follow closely developments in cutting-edge technologies in IT and healthcare as well as China’s
higher education industry, and further optimise our course offerings and curricula based on the needs
brought about by these developments, to best reflect the evolving market trends and to make our education
content more practical. We will strengthen our market-leading position by further enhancing our academic
majors, curricula and practical training projects. In addition, we will integrate artificial intelligence, big data
and other information technologies into our teaching quality evaluation system that is benchmarked on our

TOPCARES indicators so as to realise student-centered smart learning and smart evaluation.

e Further expand and deepen our school-enterprise cooperation with well-known enterprises

We aim to establish collaboration with more industry-leading enterprises and strengthen our relationships
with existing partnership enterprises, focusing on areas such as employer tailored programmes and school-
enterprise joint establishment of laboratories, through which the enterprises will be more deeply involved in

curriculum design, talent cultivation and practical training. As a result, our students will be provided with
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high quality learning experiences, and increased internship and potential employment opportunities. For
example, in November 2019, we established jointly with Baidu the artificial intelligence college in each of
our three universities. We plan to develop jointly with Baidu education resources by applying Baidu’s
leading artificial intelligence platform, tools, technologies and applications. We also plan to work with
Baidu to jointly develop application-oriented professional talent cultivation systems, education resources
and smart education platforms that are customised to academic majors such as artificial intelligence and big
data.

e Further enhance our brand awareness and public recognition

We plan to further enhance our brand awareness and public recognition. We believe that our brand
awareness is critical to maintaining and strengthening our market leading position. We plan to promote our
brand and enhance our social recognition through both online and offline media. Through a deeper, wider
and more effective international communication and cooperation, we plan to provide our teachers and
students with additional opportunities to enhance their international vision and competitiveness, promote in-
depth cooperation with high-level overseas universities, and enhance the brand awareness of “Neusoft
Education” around the world.

Further optimise our pricing strategy and enhance our profitability

Tuition fee level is one of the factors that affect our profitability. Along with the growth of China’s
economy, the increase in inflation, the high and growing salary levels of high-quality IT talent, as well as the
increase in Chinese families’ expenditure on higher education, we believe that there is room for us to raise our
tuition fees in the future. We review our tuition fee level for each of our three universities periodically based on
considerations such as market conditions, the demand for our services and regulatory environment, and will raise
our tuition fee level where appropriate. For example, we raised our tuition fees for newly admitted students in
Dalian University for bachelor degree programmes from RMB16,000 to RMB18,000 in the 2016/2017 school
year to RMB20,000 to RMB24,000 in the 2017/2018 school year and further to RMB20,000 to RMB28,000 in
the 2019/2020 school year. We also raised tuition fees for newly admitted students in Foshan University for
bachelor degree programmes from RMB18,000 to RMB20,000 in the 2016/2017 school year to RMB18,000 to
RMB30,000 in the 2017/2018 school year, to RMB20,000 to RMB30,000 in the 2018/2019 school year, and
further to RMB24,000 to RMB30,000 in the 2019/2020 school year. We will raise tuition fees for the bachelor
degree programmes and junior college diploma programmes offered by Dalian University and tuition fees for the

bachelor degree programmes offered by Foshan University for the 2020/2021 school year.

To further improve our profitability, we plan to raise the tuition fee level while recruiting more students
into our bachelor degree programmes. We believe that we are able to raise our tuition fee level as we
continuously improve our education quality, in particular, our practical skill-oriented training.
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Further expand our continuing education services in particular online continuing education services

According to the Frost & Sullivan Report, an increasing demand for talent with a good command of
practical skills, a greater emphasis on higher education by the general public, and increasingly abundant online
learning resources are driving the development of continuing education in China.

*  Higher continuing education services

Leveraging our reputation and strong brand recognition for the provision of quality full-time formal higher
education services, and strategic locations of our three universities, we plan to further expand our higher
continuing education services by (i) covering more students across China, (ii) improving the quality of our
education service and learning experience, and (iii) optimising our teaching management and student

support services.

e Short-term training services for institutional customers

We plan to (i) actively apply for more qualifications on training sites and continuously expand our short-
term training programmes according to the needs of our institutional customers, (ii) continue to develop
additional featured training programmes that can be delivered to students through both online and offline
channels and improve the adaptability and effectiveness of short-term training services, (iii) build an offline-
to-online education platform that is open, shared and tailored to students’ lifelong education needs, and (iv)

further develop our online continuing education leveraging our existing online education resources.

e Short-term training services for individual customers

Guided by our goal of improving our individual customers’ competency in their career development, we
plan to establish a full supply chain of talent focusing on enterprises’ evolving talent demand. We will
create a competitive edge by further improving the quality of our training service and customer experience,

developing online and offline delivery model, and helping our students improve their career prospects.

Further expand our education resources and apprenticeship programme under our *“3+N”’ business model

According to the 2020 Government Work Report (2020BUff LYE#i45), student enrolments in higher
vocational colleges in China will increase by two million persons in 2020 and 2021. As of 31 December 2018,
85.9% of all universities, 77.8% of all junior colleges, and 71.4% of all secondary vocational schools in China
were offering IT majors, according to the Frost & Sullivan Report. Higher education institutions and the general
public have increasing needs for quality education resources, creating a huge market demand for our quality
education resources and apprenticeship programmes.

We plan to further promote our asset-light “3+N” model and deliver our quality education resources
through both online and offline formats. By applying such business model, we can break through physical
restraints and admission quota limitations of our universities and realise higher growth. After other higher
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education institutions start to enjoy our education resources, we will continuously supply them our additional
value-added services such as talent cultivation standard system, teaching content updates, establishment of smart
education platform, data monitoring and assessment, and teacher training services, to address additional needs of
these higher education institutions. In addition, we plan to further improve the development and delivery of our
education resources by adopting big data technology so that our delivery of education resources is more

monitorable, measurable and evaluable.

e Enhance our product research and development

We will further amass a research and development team with a motivation to innovate comprised of
excellent teachers of our three universities, experienced enterprise engineers and full-time professional
researchers. This research and development team will design and develop various education and teaching
solutions based on the actual needs of different business departments in business development through
standardised, proceduralised and systematic independent research and development that integrates external

high-quality resources.

e Expand our sales network

On top of our existing sales network covering more than ten provinces in China, we will further expand our
sales network to cover more geographical regions, build up local sales teams to improve our sales
capabilities in each geographical region and further penetrate the market. We will establish and maintain our
relationship with local governments and customers and further promote our brand awareness, so as to
provide a support to the development of our business in each geographical regions.

e Optimise our project implementation

We have established a dynamic team comprising excellent teachers at our three universities and engineers to
develop and continuously improve our quality education and teaching resources. We will keep attracting and
retaining teachers and engineers with rich experience in the IT industries by giving full play to the role of
college alliances and enterprise alliances so that we are able to enhance our business implementation
capabilities and provide support for our business growth. We will further optimise our delivery of quality
education resources through both online and offline modalities so that we are able to further improve the
efficiency of our delivery of our education resources while not compromising the quality of our education

resources.

In order to ensure our quality education resources products function in a stable and efficient way after
purchases by other higher education institutions, we will further improve our internet data centre with high
storage capability and bandwidth so that we are able to provide education resources products that are
customised to diversified needs of our customers and lay a good foundation for our future business growth.

. Further optimise our apprenticeship programme

Our apprenticeship programme provides our students and students of other higher education institutions that
cooperate with us with the opportunity to further hone their skills and obtain practical work experience

— 171 —



BUSINESS

through participation in the actual IT development programmes. We will further consolidate Tianjin
Ruidao’s off-campus programme into our apprenticeship programme and at the same time optimise the
ways we train students in our apprenticeship programme so that we can improve the efficiency of student
training while not compromising the quality of such training. By doing so, we may use our online practical
training platform in our student trainings, further optimise employee structure, in particular, our engineer
team, and attract more students of other higher education institutions. Through further optimising our
apprenticeship programme, we can attract more higher education institutions to cooperate with us so that we
can further establish a talent supply ecosystem that benefits schools, enterprises, students and governments.

Strengthen our teaching staff and optimise our employee structure

Strengthen our efforts in teaching staff recruitment

We believe teachers are our most valuable assets. We plan to improve the quality of our teachers through
both external recruitment and internal training. We offer competitive packages to recruit teachers,
domestically and internationally, and to attract teachers from industry and well-known colleges and
universities. We also plan to recruit teachers with advanced degrees or an overseas education background as
well as teachers who have extensive industry experience and have worked in large enterprises or have
overseas work experience. We also plan to hire more renowned experts, senior engineers and senior

management professionals as full-time or adjunct teachers.

Refine teacher compensation, evaluation and promotion mechanisms

We aim to improve the satisfaction and loyalty of our teachers by establishing well-designed compensation,
evaluation and promotion mechanisms. We will continue to conduct periodic evaluations of our teachers, in
the form of student feedback and teaching supervisors’ evaluations, based on factors such as teachers’
teaching capabilities and subject matter expertise, and scientific research capabilities, and decide the
remuneration package of our teachers based on these performance evaluations. Meanwhile, we will continue
to implement our enterprise pension policy, and establish stock incentive plans in order to further increase

the compensation of our teachers and promote the satisfaction and loyalty of our teachers.

Support continued development of our teachers

We will also continue to provide extensive training to our teachers to maintain and improve their knowledge
and skills. We plan to continue to send our teachers to enterprises for secondments and on-the-job training
to allow them to acquire first-hand industry experience and enhance their professional expertise and
knowledge. We also encourage our teachers to participate in nation-wide training programmes, conference,
and seminars, and we plan to offer international training opportunities for our teachers to broaden their

horizons and advance their skills.
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OUR EDUCATION PHILOSOPHY AND APPROACH

Our fundamental education philosophy is “Empower Students with Innovative Education” (& fil#5 &4 {8
{E). We apply our unique TOPCARES approach to nurture future IT talent bestowed with eight types of
capabilities/skills — Technical knowledge and reasoning, Open thinking and innovation, Personal and
professional skills, Communication and teamwork, Attitude and manner, Responsibility, Ethical values, Social
values created by application practise. TOPCARES is an acronym of these eight phrases, representing our
greatest care for our students. By applying our TOPCARES approach, we aim to create value for our students by
helping them develop a promising career path that is commensurate with their expertise, which in turn generates
a good return for their families and benefits the whole society. This is the core value and ultimate goal of our

education.

TOPCARES

echnical knowledge and reasoning | 3RS ELHETERAS
pen thinking and innovation | B B AEERAIHT
ersonal and professional skills | {EAR;EERS
ommunication and teamwork | jBEFREEBERK T/E
ttitude and manner | BEEEEIE
esponsibility | E{ER

thical values | &{&i

ocial values created by application practise | FERAIStEEE
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OUR SERVICES

Overview

We primarily offer three types of services: (i) full-time formal higher education services, (ii) continuing
education services, and (iii) education resources and apprenticeship programme. Our full-time formal higher
education services and continuing education services are operated by our three universities and our eight training
schools. Our education resources and apprenticeship programme are offered by Dalian Education and a few of its
subsidiaries, such as Shanghai Ruixiang and Tianjin Ruidao. Our three business segments mutually support and
complement with each other, and create a unique education service ecosystem. The following table sets forth a

breakdown of our revenue by type of services during the Track Record Period.

For the three months

For the years ended 31 December ended 31 March

2017 2018 2019 2019 2020

(RMB’000) (RMB’000) (RMB’000) (RMB’000) (RMB’000)

(Unaudited)
Full-time formal higher education services ....... 631,410 673,027 733,480 119,593 124,116
Continuing education services ................. 43,621 58,642 76,435 10,510 13,919
Education resources and apprenticeship
PrOGIAMIME . . e e vov vttt e e e e e 56,359 121,498 148,313 41,291 20,832
Total ...... ... ... 731,390 853,167 958,228 171,394 158,867
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Full-time formal higher education services

Full-time formal higher education services consist of (i) bachelor degree programmes, (ii) junior college
diploma programmes, and (iii) junior college to bachelor degree transfer programmes. We offer full-time formal
higher education services through three universities: Dalian Neusoft University of Information (“Dalian
University”) in Dalian, Liaoning province, Chengdu Neusoft University (“Chengdu University”) in Chengdu,
Sichuan province, and Neusoft Institute of Guangdong (“Foshan University”) in Foshan, Guangdong province.
The following table sets out the number of students enroled in our full-time formal higher education programmes

in our three universities in the school years presented.

Number of students enroled in our full-time
formal higher education programmes in the

school year

2016/2017%  2017/2018*  2018/2019*%  2019/2020*

Dalian University

Bachelor degree programmes . . .. ... 12,484 12,775 13,001 13,229
Junior college diploma programmes ..................... 1,943 1,585 1,169 1,756
Junior college to bachelor degree transfer programmes ... ... 82 273 389 351
Sub-total . ... 14,509 14,633 14,559 15,336
Chengdu University
Bachelor degree programmes . . .. ... 8,949 9,722 10,123 10,596
Junior college diploma programmes ..................... 1,569 872 256 352
Junior college to bachelor degree transfer programmes ... ... 134 83 86 57
Sub-total . ... 10,652 10,677 10,465 11,005
Foshan University
Bachelor degree programmes . . .. ... 5,025 7,058 8,190 8,722
Junior college diploma programmes ..................... 3,828 2,238 930 1,003
Sub-total . ... 8,853 9,296 9,120 9,725
Total .. ... 34,014 34,606 34,144 36,066
* Our school year generally ends in June or July of each year. For the purpose of calculating the number of students in each school year,

we use 31 August 2017, 2018 and 2019 as the cut-off date for the number of students in the 2016/2017 school year, the 2017/2018
school year, and the 2018/2019 school year, respectively, and 31 March 2020 as the cut-off date for the 2019/2020 school year.

Students enroled in junior college diploma programmes in our three universities decreased gradually from the
2016/2017 school year to the 2018/2019 school year because we strategically focused our resources on the
development of our bachelor degree programmes. The total number of students enroled in full-time formal higher
education programmes in our three universities decreased for the 2018/2019 school year due to the decreases in the
number of students enroled in junior college diploma programmes in our three universities, which was partially
offset by the increases in the number of students enroled in bachelor degree programmes in our three universities. In
response to government’s policies encouraging student enrolments in higher vocational colleges and junior college
diploma programmes in 2019, we increased our student enrolments in junior college diploma programmes in the

school year of 2019/2020 and expect to further increase in future school years.
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Bachelor degree programmes

Bachelor degree programmes are full-time higher education programmes that generally take four years for
students to complete. Upon satisfying all the requirements set by the student cultivation plans, such as earning a
minimum number of credits and passing all types of assessments, students are able to graduate with a bachelor
degree. Our three universities offer a total of 77 bachelor degree majors and over 2,847 courses for bachelor degree
programme students. These courses can be categorised into general courses for all bachelor degree programme
students, major-related foundational courses, major-related specialised courses, and comprehensive practise courses.

For information about admission criteria, see “— Student admission”.

Dalian University currently offers 34 bachelor degree majors, including 27 IT related majors, such as data
science and big data technology, Internet of Things engineering, computer science and technology, and five
healthcare technology related majors which are health services management, medical imaging technology,
intelligent medical engineering, medical product management and medical information engineering. As of the
Latest Practicable Date, three bachelor degree programmes of Dalian University were included in the list of
national-level first-class bachelor degree programmes by the MOE and another six bachelor degree programmes
of Dalian University were included in the list of provincial-level first-class bachelor degree programmes by the
MOE. As of the Latest Practicable Date, Dalian University had one national-level undergraduate comprehensive
reform pilot major, two national-level and 24 provincial-level premium courses, and its majors were recognised
in four national-level and 49 provincial-level government supporting programmes, such as pilot major for the
reform of engineering talent cultivation mode and pilot major for the internationalisation of undergraduate
curricula. Bachelor degree programmes in Dalian University are offered through six schools: (i) school of
computer and software, (ii) school of information and business management, (iii) school of intelligence and
electronic engineering, (iv) school of digital arts and design, (v) school of foreign languages, and (vi) school of
healthcare technology.

Chengdu University currently offers 25 bachelor degree majors, including 17 IT related majors, such as
data science and big data technology, computer science and technology, and internet engineering, and two
healthcare technology related majors, i.e. medical information engineering and health services management. As
of the Latest Practicable Date, three bachelor degree programmes of Chengdu University were included in the list
of provincial-level first-class bachelor degree programmes by the MOE. As of the Latest Practicable Date,
Chengdu University had 15 provincial-level premium courses and its majors were recognised in 19 provincial-
level government supporting programmes, such as application-oriented demonstration major for local
undergraduate universities and pilot programme for undergraduate major comprehensive reform. Bachelor degree
programmes in Chengdu University are offered through six departments: (i) department of computer science and
engineering, (ii) department of information and software engineering, (iii) department of information
management, (iv) department of business management, (v) department of digital arts, and (vi) department of

applied foreign languages.

Foshan University currently offers 18 bachelor degree majors, including 13 IT related majors, such as big
data management and application, software engineering, internet engineering, and digital media technology. As

of the Latest Practicable Date, Foshan University had five provincial-level premium resources sharing courses
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and its majors were recognised in 11 provincial-level government supporting programmes, such as provincial-
level featured majors. Bachelor degree programmes in Foshan University are offered through five schools:
(1) school of computer science, (ii) school of information management and engineering, (iii) school of business

management, (iv) school of digital media and design, and (v) school of foreign languages.

Junior college diploma programmes

Junior college diploma programmes are another type of full-time higher education programmes that generally
take three years for students to complete. Upon satisfying all the requirements set by the student cultivation plans,
such as earning a minimum number of credits and passing all types of assessments, students are able to graduate
with a junior college diploma. Our three universities offer a total of 36 junior college diploma majors and over 480
courses for junior college diploma programme students. These courses can be categorised into general courses,
major-related foundational courses, major-related specialised courses, and comprehensive practise courses. For

information about admission criteria, see “— Student admission”.

Dalian University currently offers eight junior college diploma majors, all of which are IT majors.
Chengdu University currently offers eleven junior college diploma majors, eight of which are IT related majors.
Foshan University currently offers 17 junior college diploma majors, 11 of which are IT related majors.

Junior college to bachelor degree transfer programmes

Junior college to bachelor degree transfer programmes are another type of full-time higher education
programmes that generally take two years for students to complete. Upon satisfying all the requirements set by
the student cultivation plans, such as earning a minimum number of credits and passing all types of assessments
and examinations, students are able to graduate with a bachelor degree. Applicants applying for such
programmes have to be full-time junior college graduates and take nationwide entrance examinations
administered by each provinces, municipalities directly under the central government, and autonomous regions.

For more information, see “— Student admission”.

We provide junior college to bachelor degree transfer programmes through Dalian University and Chengdu
University. The two universities offer a total of 14 junior college to bachelor degree transfer majors, such as
software engineering, computer science and technology, e-commerce, industrial design, and animation. For

information about student admission, see “— Student admission”.

School capacity and utilisation rate

Each of our universities generally requires its full-time higher education programme students to live on
campus in student dormitories during their study at our universities. Under limited circumstances, such as
off-campus internships, we allow full-time formal higher education programme students to live outside campus
after receiving their parent’s written request to do so. As a result, we believe the number of students our student
dormitories are designed to accommodate is the most reasonable metric to estimate the maximum capacity of our

universities. With respect to continuing education programmes, we do not require students of our continuing
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education programmes to live on-campus. There is no reasonable metric in estimating the maximum capacity of
students of our continuing education programmes. Therefore, we do not include the number of students in our
continuing education programmes in estimating the maximum capacity and calculating the utilisation rate of our
universities. We also do not take into account very limited number of students enroled in the summer
programmes that we may offer from time to time. The following table sets forth our school capacities and

utilisation rates for the school years presented.

Capacity® for the school year Utilisation rate® for the school year

2016/ 2017/ 2018/ 2019/ 2016/ 2017/ 2018/ 2019/

2017 2018 2019 2020 2017 2018 2019 2020
Dalian University ................ 15,013 15,013 15,013 16,843 96.64% 97.47% 96.98% 91.05%
Chengdu University . .............. 10,796 10,942 10,878 10,878  98.67% 97.58% 96.20% 101.17%®
Foshan University ................ 9,526 9,430 9,430 10429 92.94% 98.58% 96.71% 93.25%
Total/Average ................... 35,335 35,385 35,321 38,150 96.26% 97.80% 96.67% 94.54%

Notes:

(1) The capacity of each school represents the total number of beds in student dormitories in each school year. Students enroled in

continuing education programmes are not included in calculating school capacity.

(2) The utilisation rate of each school is calculated as the total number of students enroled in our full-time formal higher education
programmes as of 31 August in each corresponding school year (except for the 2019/2020 school year, the cut-off date for which is
31 March 2020) divided by the school capacity for each corresponding school year.

(3)  Chengdu University had 136 graduating students living outside the campus for purposes of inter-campus exchange or internships.

The school capacity for Foshan University and the school capacity for Chengdu University decreased
slightly in the 2017/2018 school year and the 2018/2019 school year, respectively, because we changed the floor

plans for certain student dormitory buildings to provide a better living condition for our students.

The utilisation rates of Dalian University and Foshan University decreased in the 2019/2020 school year
because we increased the school capacities for both schools. In 2019, Dalian University completed the
construction and put into use a new student dormitory building in preparation for future expansion, providing an
additional of approximately 1,800 beds in student dormitories. For the school year of 2019/2020, Foshan
University adjusted the floor plans for certain student dormitory buildings and leased additional student

dormitory buildings and, as a result, was able to accommodate an additional of approximately 1,000 students.
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Tuition fees and boarding fees

Tuition fees

We generally require students to pay tuition fees and boarding fees for the entire school year prior to the

commencement of each school year. We recognise tuition fees as revenue over the school year based on our

school calendar. The following table sets forth the listed tuition fees applicable to newly admitted students for the

school years presented.

Dalian University
Bachelor degree
programmes . .. ......
Junior college diploma
programmes . . .......
Junior college to bachelor
degree transfer
programmes . . .. .....
Chengdu University
Bachelor degree
programmes . . .. ... ..
Junior college diploma
programmes . .. ......
Junior college to bachelor
degree transfer
programmes . .. ......
Foshan University
Bachelor degree
programmes . . .. .....
Junior college diploma

programmes . . .......

Tuition fees for newly

admitted students for the school year

2016/2017 2017/2018 2018/2019 2019/2020 2020/2021
(RMB)
16,000~18,000 20,000~24,000 20,000~24,000 20,000~28,000 24,000~28,000
14,000 20,000 20,000 24,000 28,000
16,000 20,000 20,000 20,000 24,000
16,000 16,000 16,000 16,000 18,000~19,000
16,000 16,000 16,000 16,000 16,000
16,000 16,000 16,000 16,000 18,000~19,000
18,000~20,000 18,000~30,000 20,000~30,000 24,000~30,000 28,000~34,000
13,500~30,000 18,000~30,000 18,000~30,000 22,000~30,000 22,000~30,000

For the 2017/2018 school year, we raised our tuition fees for bachelor degree programmes, junior college

diploma programmes and junior college to bachelor degree transfer programmes offered by Dalian University,

and raised tuition fees for bachelor degree programmes and junior college diploma programmes offered by

Foshan University. For the 2018/2019 school year, we raised tuition fees for bachelor degree programmes offered

by Foshan University. For the 2019/2020 school year, we increased tuition fees for bachelor degree programmes

and junior college diploma programmes offered by Dalian University and Foshan University. For the 2020/2021
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school year, we increased tuition fees for bachelor degree programmes and junior college diploma programmes
offered by Dalian University, and bachelor degree programmes offered by Foshan University. Tuition fee rates
and boarding fee rates of our Chengdu University are no longer subject to government approval and we raised
tuition fees for bachelor degree programmes and junior college to bachelor degree transfer programmes offered
by Chengdu University for the 2020/2021 school year. We raise tuition fees to reflect our increased operating
costs, the improvements of our facilities and the changes in the market price for higher education services. Our
tuition fee increase decisions depend on the market condition and other special circumstances we may encounter
in the future.

Our tuition fee recognition policy generally leads to seasonal fluctuations of our results of operations. We
recognise tuition fees we receive for each school year based on school year calendar and tend to recognise less
tuition fees during the first quarter and the third quarter due to the winter holiday (generally starts in January and
ends in February) and summer holiday (generally starts in July and ends in August). As a result, our quarterly
results for the first quarter and third quarter are significantly lower than the results of other quarters. See “Risk
Factors — Risks relating to our business and our industry — Our results of operations are subject to seasonal
fluctuations which could result in volatility or have an adverse effect on the market price of our Shares” for more

information.
Boarding fees

We generally require students to pay boarding fees for the entire school year prior to the commencement of
each school year. We recognise boarding fees as revenue over a 12-month period. The following table sets forth

the boarding fees applicable to newly admitted students for the school years presented.

Boarding fees for newly admitted students

for the school year

2016/2017 2017/2018 2018/2019 2019/2020 2020/2021
(RMB)
Dalian University ......................... 1,200 2,400 2,400 2,400 2,400
Chengdu University .. ...................... 1,200 1,200 1,200 1,200 2,000
Foshan University ......................... 1,700 3,000 3,000  2,000~3,000 2,000~3,000

We raised our boarding fees for each of Dalian University and Foshan University for the 2017/2018 school
year and the boarding fees for Chengdu University for the 2020/2021 school year. In the future, we plan to raise
the boarding fees periodically to reflect our increased operating cost and the improvements of our
accommodation conditions. For the 2019/2020 school year, we changed the floor plan for certain student
dormitory buildings of Foshan University to accommodate more students. Boarding fees were adjusted

accordingly to reflect such change.

Tuition fee and boarding fee policy

We are able to determine the level of tuition fee and boarding fee rates for our three universities ourselves.

According to our tuition fee policy, increase of tuition fees is only applicable to the incoming first year students
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and the tuition fee rate for the existing students remains the same throughout the course of the relevant
programme. In the meanwhile, we allow students with financial difficulties to postpone the payment of tuition

fees and help them obtain students loans in certain circumstances.

We have tuition fees and boarding fees refund policies in place at our universities for students who leave
during a school year. For Dalian University, if a student enrols and pays tuition fees and boarding fees but
withdraws from the university through a written application within one week after the new semester begins,
tuition fees and boarding fees would be refunded in full. For students who withdraw from the university after the
first week, prorated monthly tuition fees and boarding fees starting from the second month of the month when the
students submit withdrawal application to the university will be refunded. Dalian University does not refund
tuition fees and boarding fees to students who are expelled from the university. For Chengdu University, for
newly admitted students who fail to enrol for a school year due to reasonable causes, tuition fees and boarding
fees prepaid will be refunded in full. For existing students who leave the university due to causes such as
voluntary withdrawal and being expelled during a school year, prorated monthly tuition fees and boarding fees
will be refunded. For Foshan University, for newly admitted students who fail to enrol for a school year due to
reasonable causes, the tuition fees and boarding fees prepaid will be refunded in full. For newly admitted
students who are enroled in the university but withdraw before taking any courses, 90% of the tuition fees and
boarding fees will be refunded. For existing students who withdraw from the university during a school year,
prorated monthly tuition fees and boarding fees will be refunded. Foshan University does not refund tuition fees
and boarding fees to students who are expelled from the university.

The following table sets out the number of students dropped out during the school years presented.

Number of students dropped out in the school year

2016/2017%  2017/2018*  2018/2019*%  2019/2020*

Dalian University . ... ...t 69 53 45 18
Chengdu University ..............oouiiiiniininnnao.. 23 21 16 14
Foshan University ............ ..., 43 33 26 16
TOtAL ... 135 107 87 48
* Our school year generally ends in June or July of each year. For the purpose of calculating the number of students dropped out in each

school year, we use 31 August 2017, 2018 and 2019 as the cut-off date for the number of students in the 2016/2017 school year, the
2017/2018 school year, and the 2018/2019 school year, respectively, and 31 March 2020 as the cut-off date for the 2019/2020 school

year.
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The following table sets out the amount of tuition fees and boarding fees refunded to the students who

dropped out in the school years presented.

Tuition fees and boarding fees refunded

2016/2017*  2017/2018*  2018/2019*  2019/2020*

(RMB’000) (RMB’000) (RMB’000) (RMB’000)

Dalian University .............o.ininiiinnnen... 657 702 487 378
Chengdu University . ........ouveneiiin i 231 208 134 196
Foshan University ............ ... ... 452 472 515 359
Total .. ... . .. . . 1,340 1,382 1,136 933
* Our school year generally ends in June or July of each year. For the purpose of calculating the amount of tuition fees and boarding fees

refunded to students that dropped out in each school year, we use 31 August 2017, 2018 and 2019 as the cut-off date for the number of
students in the 2016/2017 school year, the 2017/2018 school year, and the 2018/2019 school year, respectively, and 31 March 2020 as
the cut-off date for the 2019/2020 school year.

Featured education model

School-enterprise cooperation, student start-up support, and internationalisation are three special features
of our higher education services.

School-enterprise cooperation

We engaged in an extensive school-enterprise cooperation in order to better equip our students with skills
that can be applied directly in their future employment, and improve their career prospects. Our school-enterprise
cooperation primarily focuses on joint curriculum design, joint student cultivation, and joint practical training.
Our school-enterprise cooperation not only benefits students from obtaining actual skills and knowledge that are
readily applicable to their future job, but also enables enterprises to pre-train and pre-select prospective

employees that fit their job vacancies well.

We invite our students’ future employers to participate in the design and development of curriculum/major
offerings and student cultivation plans as we believe that employers are more sensitive in anticipating industry
trend and know better what type of knowledge and skills students should acquire in school study. For example,
under our cooperation with IBM, Dalian University invited engineers from IBM to jointly establish the software
engineering major and formulate the student cultivation plan. IBM also worked closely with Dalian University to
jointly develop curriculum and related teaching resources such as textbooks and case studies so that students
have a closer access to the actual applications of theoretical knowledge in their school study. In addition to
reviewing our student cultivation plans, we cooperate closely with enterprises to jointly cultivate our students.
Cooperating enterprises send industry experts to our universities to guide our students in various competitions, to
lecture on cutting-edge technologies, and participate in the review of graduation project or thesis defence. We
have also established employer-tailored programmes with industry leading companies such as Intel and
Accenture. The student cultivation plans for these programmes have been tailored to the cooperating enterprises.
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Employees of such enterprises will participate in the teaching of relevant courses that are specifically related to
the enterprises and the industry so that students can acquire specific knowledge and skills that are desired by such
enterprises. Furthermore, our cooperation with enterprises also provides our students with the opportunities to
intern at leading companies in various industries, such as Accenture, IBM, and Hewlett Packard. Upon accepting
our students as interns, cooperating enterprises will assign an instructor to guide and train our students during the
course of their internship. Students who perform well in the internship will have a priority when such enterprises
recruit future employees. Taking IBM as an example, starting from 2012, IBM accepts around on average 24
students from Dalian University every year as interns. Interns work on the actual projects undertaken by IBM and
are guided by instructors assigned by IBM. In the past three years, IBM has hired over 40 graduates of Dalian
University. Other than the above, our cooperating enterprises, such as Texas Instrument, Toshiba, and Intel, have
also established jointly with us various laboratories of mainstream IT technologies such as 3D printing, cloud
computing, smart logistics, and wearable technology. We also involve our own IT development company in our
education activities. See “— Education resources and apprenticeship programme — Apprenticeship programme
(B L¥5)” for more information. As of 31 March 2020, our three universities have entered into cooperation
agreements with over 700 enterprises in various industries such as IT, internet, e-commerce, healthcare, arts and

culture industries.

In addition, we have a university science park strategically located in the Dalian High-Tech Industrial Zone
near the campus of Dalian University. The university science park is an important vehicle for us to carry out
school-enterprise cooperation. It integrates academic research, talent cultivation, and business operations. We
currently have several renowned IT enterprises such as Hewlett-Packard and Alpine in the science park. There
are also a number of well-known IT enterprises such as IBM, SAP and Accenture located near our campus. We
have carried out in-depth integration of industry and education with some of these enterprises. Some of our
employer-tailored education programmes are also offered in the science park at relevant enterprises’ premise.
Enterprises in and near the science park also actively participate in our school activities such as sponsoring
scientific projects or competitions. The convenient location significantly facilitates the interaction among

enterprises, our students and us.
Student start-up support programme

We effectively integrate our education on practical skills with education on innovation and
entrepreneurship and established the student office & venture office (SOVO), a student start-up centre in each of
our three universities to create and foster the spirit of innovation and entrepreneurship. SOVO provides
multidisciplinary training for students and encourage students to create business value by innovatively applying
what they have learnt at school. Against the backdrop of the national policy of innovative and entrepreneurship
education, SOVO also serves as a student start-up incubator whereby our students can establish a virtual
company and operate the company in a way as a real company is operated. Students will face actual problems
encountered by a real company such as internal management, completion of specific projects, competition from
other companies and obtain hands-on experience in solving those problems. We have mentors available at SOVO
to provide guidance and support to our students such as professional counselling on various problems
encountered over the course of running virtual companies. These mentors comprise both dedicated teachers from
our universities and entrepreneurs outside the campus. Students can also acquire relevant knowledge by enroling

in courses we specifically designed for innovation and entrepreneurship education. What makes it even more
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attractive to students is that if a virtual company is doing well, there are opportunities to get venture financing

from companies outside the campus and turn the virtual company into a real company.

As of 31 March 2020, SOVO had incubated more than 7,300 start-up projects and over 1,000 “virtual”
companies in our three universities, among which more than 250 virtual companies had been successfully
registered with relevant government agencies as real companies. SOVO of all of our three universities have been

awarded as national-level Mass Entrepreneurship Space under the Torch Centre of Ministry of Science and
Technology (FH¥ B AR b Ly AR 22 ).

International programmes

In order to provide our students with necessary exposure to various cultures and opportunities to seek
education overseas, as of 31 March 2020, we have established 198 international programmes by cooperating with
over 130 universities abroad. According to the cooperation agreements with these overseas universities,
undergraduate students can apply to study at an overseas university after completing certain years of study at our
universities and generally meeting the minimum grade threshold for language proficiency test. After studying
overseas for certain years/semesters and meeting certain requirements of the overseas university, students will be
eligible to receive a bachelor degree of that overseas university. Our students can also apply for studying abroad
as exchange students for certain period of time after meeting the minimum grade threshold for language
proficiency test. After completing their study at an overseas university, students can transfer the credits they
earned in overseas universities back and count towards the total number of credits they have to earn according to
their cultivation plan. For students of our junior college programmes, we have corresponding international
programmes available for them to apply as well. In the meantime, our universities are also accepting international
students for the two types of international programmes described above. As of 31 March 2020, there had been
over 1,800 students in our three universities studying abroad through applying our international programmes and

our universities had accepted over 2,500 international students studying in our three universities.

Grade assessment

For each of our universities, examinations are centrally administered by each school’s department of
academic affairs at the end of each semester to test students’ understanding in various subject matters. The final
grade a student receives for a particular course generally consists of his/her class attendance, quizzes, coursework
assessment, experiment performance, and final examination. The final examination primarily takes the form of
closed book and/or open book examinations. The final examination could also take the form of project design,
thesis, or other forms of assessment. Final grade can be in the form of scores (with maximum score of 100) or
levels (excellence, good, medium, pass, and fail). Students who fail the course will not be able to earn the
corresponding credits and have to either re-take the assessment or re-take the course. The form of assessment and
detailed assessment questions/requirements/standards are generally formulated by the primary instructor based
on the teaching syllabus and examination scope and filed with the department of academic affairs of each
university after having been reviewed by relevant responsible persons of the curriculum and department or

school. The department of academic affairs will arrange and administer final assessments.
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Graduate employment

Successful post-graduate employment is one of the main objectives for students to pursue higher education,
especially private higher education, in China. As such, graduate employment rate is a key indicator of our
university operations. To help our students find jobs that fit their interests and skills, each of our three
universities has designed employment related courses for students. For our junior students, we generally require
them to take mandatory career planning courses to let them understand that future employment and career
planning are actually something that they need to care about since the start of their college study. For our senior
students, we also make available a variety of general and specialised courses such as career development
analysis, business etiquette, basic laws for start-ups, accounting and finance for start-ups for them to freely
choose and provide more detailed guidance for their future employment.

In addition, each of our three universities has a dedicated career guidance and service centre that provides a
wide range of services to our students who seek employment or internship opportunities. These career guidance
and service centres not only serve as a platform to gather and disseminate employment information, but also help
our students explore life, work and learning options available to them. When our students approach a career
guidance and service centre for counselling services, our professionally trained staff will offer career advice
based on the student’s personal interests and preference and fine-tune his/her work and learning plans. The career
guidance and service centre of each school organises various information sessions, job fairs, job-hunting
trainings and other employment-related events from time to time to ensure that our students are well equipped
with necessary information and the desired skill sets.

Employment rate

For the 2016/2017, 2017/2018 and 2018/2019 school years, the average initial employment rate of our full-
time formal higher education programmes in our three universities was 93.0%, 94.5% and 94.1%, respectively,
substantially above the overall average initial employment rate for higher education in China, which was 78.4%,
78.6% and 77.4%, according to the Frost & Sullivan Report. The table below sets forth the initial employment
statistics of our universities for the school years presented.

Initial employment rate for the school year

2016/2017 2017/2018 2018/2019

Dalian University . ... ... ...ttt 92.55% 91.79% 92.73%
Chengdu University ... ........oeuiiniunin i, 95.38% 96.82% 97.19%
Foshan University . .......... ..., 91.04% 94.76% 92.42%

Continuing education services

Our continuing education services consist of (i) formal higher continuing education programmes, (ii) non-

formal higher continuing education programmes, and (iii) short-term training programmes.
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Formal higher continuing education programmes

Our formal higher continuing education programmes are essentially adult higher education programmes.
Our adult higher education programmes are designed to provide formal higher continuing education services to
adult students who are not registered as our full time students. Upon completion of the relevant courses and
passing the required examinations, adult students enroled in such programmes will be awarded a bachelor degree
or a junior college diploma, depending on the programmes they are enroled in. Our adult higher education
programmes have a flexible course schedule so that adult students can have more flexibility in balancing their
study, work, and personal life. Adult students are able to conveniently and efficiently learn relevant courses.

Our adult higher education programmes consist of junior college to adult bachelor degree transfer
programmes (2 FHHLE;F 4R} and high school to adult junior college transfer programmes (5 L% FHERL).
Applicants of junior college to adult bachelor degree transfer programmes have to possess a junior college
diploma and take the National College Entrance Examination for Adults. Applicants of high school to adult
junior college transfer programmes have to possess a high school diploma or an equivalent diploma and take the
National College Entrance Examination for Adults. For more information about admission criteria, see “—
Student admission”. It generally takes two years and a half for students to complete junior college to adult
bachelor degree transfer programmes and two years and a half for students to complete high school to adult
junior college transfer programmes. After completing all courses pursuant to the nationally prescribed teaching
plan, students enroled in junior college to adult bachelor degree transfer programmes will receive an adult
bachelor degree and students enroled in high school to adult junior college transfer programmes will receive an

adult junior college diploma. All of our three universities can offer adult higher education programmes.

Dalian University currently offers five junior college to adult bachelor degree transfer programmes: digital
media technology, financial management, human resources management, e-commerce and marketing, and three
high school to adult junior college transfer programmes: applied computer technology, computer network
technology, and e-commerce. The tuition fees for the adult higher education programmes offered by Dalian
University generally range from RMB2,800 to RMB6,000.

Foshan University currently offers 12 junior college to adult bachelor degree transfer programmes, such as
software engineering, visual communication design, business management and e-commerce, and 12 high school to
adult junior college transfer programmes, such as computer network technology, animation production
technology, information security and management, and digital media arts design. The tuition fees for the adult
higher education programmes offered by Foshan University range from RMB9,800 to RMB17,800, depending on
the programmes that students are enroled in. In response to the market demand, the adult higher education services
offered by Foshan University, in addition to normal course instructions, include (i) extra practical courses and
trainings to help students acquire hands-on knowledge and experience, and (ii) additional services offered to
students to facilitate their employment after graduation. As a result, the tuition fees for the adult higher education

services offered by Foshan University are generally higher than the tuition fees charged by Dalian University.
Chengdu University will start to offer one junior college to adult bachelor degree transfer programmes

(e-commerce) and two high school to adult junior college transfer programmes (information security and
management, and product art design) in the 2020/2021 school year.

— 186 —



BUSINESS

The following table sets out the number of students enroled in our adult higher education programmes in

Dalian University and Foshan University in the school years presented.

Number of students enroled in the school year

2016/2017%  2017/2018*  2018/2019*%  2019/2020*

Dalian University . ... ... ...t 991 1,083 1,325 1,682
Foshan University ............ ... . 1,761 2,575 2,448 2,320
Total . ... ... . 2,752 3,658 3,773 4,002
* Our school year generally ends in June or July of each year. For the purpose of calculating the number of students in each school year,

we use 31 August 2017, 2018 and 2019 as the cut-off date for the number of students in the 2016/2017 school year, the 2017/2018
school year, and the 2018/2019 school year, respectively, and 31 March 2020 as the cut-off date for the 2019/2020 school year.

Non-formal higher continuing education programmes

Self-taught examination preparation services

Self-taught examination education in China is open to any person who wants to pursue higher education
(bachelor degree or junior college diploma) without any restrictions in admission. Applicants can freely choose a
self-taught examination programme of a major that they are interested in a school that they want to attend, and
the level of higher education (bachelor degree or junior college diploma) that they want to pursue. However,
students have to pass all examinations and tests required by relevant rules and regulations and administered by
provincial department of education before they can be awarded a bachelor degree or a junior college diploma,
depending on the programmes they are enroled in.

We provide self-taught examination preparation services through Dalian University and Chengdu
University. After students are enroled in a self-taught examination programme, they can attend courses we
designed for them to get them prepared for the examinations and tests required for obtaining a bachelor degree or

a junior college diploma.

Currently, Dalian University offers six self-taught examination preparation programmes for students who
plan to take the self-taught examinations for a bachelor degree and one self-taught examination preparation
programmes for students who plan to obtain a junior college diploma. The tuition fees for the self-taught
examination preparation programmes offered by Dalian University range from RMB3,315 to RMBS5,400,
depending on the programmes that students are enroled in.

Chengdu University currently offers five self-taught examination preparation programmes for students who
plan to take the self-taught examinations for a bachelor degree and four self-taught examination preparation
programmes for students who plan to obtain a junior college diploma. The tuition fees for the self-taught
examination preparation programmes offered by Chengdu University range from RMB3,000 to RMB3,800.
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The following table sets out the number of students enroled in our self-taught examination preparation

programmes in Dalian University and Chengdu University in the school years presented.

Number of students enroled in the school year

2016/2017*  2017/2018*  2018/2019*  2019/2020%

Dalian University ........... ..., 451 566 479 445
Chengdu University ..............coiiiiiiniinnnao... 81 75 68 95
Total ... ... 532 641 547 540
* Our school year generally ends in June or July of each year. For the purpose of calculating the number of students in each school year,

we use 31 August 2017, 2018 and 2019 as the cut-off date for the number of students in the 2016/2017 school year, the 2017/2018
school year, and the 2018/2019 school year, respectively, and 31 March 2020 as the cut-off date for the 2019/2020 school year.

Short-term training programmes

We provide short-term training services on a wide variety of IT and IT related topics to institutional and
individual customers. Unlike formal or non-formal higher continuing education programmes, short-term training
programmes are not categorised as higher education, participants of our short-term training programmes will not
be awarded any degrees or diplomas, and there are also no admission thresholds for these programmes. Our

short-term training programmes typically have a term of several weeks to several months.

Training services to institutional customers
We provide customised short-term training services on various topics primarily to institutional clients such
as universities/colleges, government agencies, and enterprises through our three universities and our training

schools. Specifically, our short-term training services can be categorised primarily as follows:

° Training services for universities/colleges: Leveraging our experience in higher IT education sector

and our brand recognition, we offer teacher training services to vocational colleges and application-
oriented universities. For example, we provided special trainings in information technology area to
teachers from vocational colleges in Shanxi province so as to improve their practical experience and
capabilities in applying information technology in their teaching activities. We have been recognised
as a premium provincial centre for the scheme of improving capabilities of the teachers in vocational
schools by the MOE.

° Training services for government agencies: In response to the market demand, we also provide

training services to staffs of government agencies and, on behalf of government agencies, provide
trainings in specific areas to the society. For example, we provided staff trainings to employees of the
Civil Affairs Bureau of Xigang District of Dalian (XL P4 % [CEUR)), so that they are able to
effectively use relevant IT systems in carrying out their duty. We also provided special trainings in
the practical exploration of embedded technology in intelligent manufacturing field on behalf of
Dalian Human Resources and Social Security Bureau (K#ETi A GG R R) to the general
public.
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o Training services for enterprises: We offer customised training services to enterprises in industries

such as construction and finance to match their differentiated needs primarily in the form of new
employee trainings, language trainings and management trainings. For example, we provided a
tailored training to new employees of China Construction Eighth Engineering Bureau Co., Ltd. (42
A /N TREHAR/AT) in terms of business etiquette, communication and execution, and office
software, and other quality development training based on the nature of the industry and different

roles played by the employees.

Service fees for our short-term training services we provide to institutional customers are negotiated on a
case-by-case basis, depending on the number of people participating the training courses, the length of the
programmes, training topics, among others. As of the Latest Practicable Date, we had provided 70 short-term
training programmes to companies, schools and government agencies, as well as other institutional customers,
and received 30 qualifications recognised by national, provincial and municipal governments, including being
recognised by the Ministry of Human Resources and Social Security as one of the first batch of 50 online
vocational training platforms (NALFRHERERYEERL REIE ISR E-F &) during COVID-19 pandemic, by four
ministries including the MOE as one of the first batch of enterprise practice sites for teachers of vocational
education (B HEIZEZAE A3 H I HHL), by Liaoning provincial government as a service outsourcing talent
training base in Liaoning province (% & RGIMIAA #3IHEH), and by Dalian municipal government as a
vocational skills public training base in Dalian (B35 RE A IR E L),

Training services to individual customers

In March 2020, we acquired Tianjin Ruidao and merged its short-term training services for individual
customers into our existing short-term training services. The primary objective of our short-term training services
to individual customers is to enhance their IT skills by offering them a wide range of specialised practical
training programmes. Our individual customers mainly include employees in the IT industry and students
entering the IT industry. We currently offer a total of 141 courses covering popular IT technologies such as
JAVA, UI, and Python. These training services are offered by our eight training schools in seven cities across
China. Generally, the training courses have a term of four to five months. Individual customers pay a tuition fee
based on the courses they are enroled in. Depending on the length and subject of the courses, tuition fee for such
courses offered by Tianjin Ruidao ranges from RMB9,000 to RMB25,800. In 2019, Tianjin Ruidao offered short-
term training services to over 4,000 individual customers. We promote our training services mainly through
online channels such as website advertisement, WeChat public account, and offline in-campus roadshows. We

hold information sessions in-campus and make available trial courses to students.
Education resources and apprenticeship programme
Education resources
Over the course of our university operations in the past 20 years, we have distilled our TOPCARES
approach and accumulated abundant education experience and resources. In order to further realise the value of

our education approach and abundant education resources, we established a dedicated research institute and a

product centre to develop and continuously optimise our proprietary education products. By supplying these

— 189 —



BUSINESS

quality products to other universities of applied science, junior college, and vocational schools that are in need of
quality education resources, we are able to help them improve effectiveness and efficiency of their education
services. Our education resources currently comprise three modules: (i) joint establishment of academic majors
and industrial colleges (HEHLaRELEZEELRE), (ii) smart education platform and teaching resources, and (iii)
practical training laboratory solutions. We are able to offer our clients a customised, fully-integrated major
design solution or college establishment solution based on their differentiated demands by a different

combination of the three modules.

Joint establishment of academic majors and industrial colleges

Targeting IT related majors and healthcare technology majors of higher education institutions that
cooperate with us, we offer them a wide range of our quality education resources such as joint formulation of
talent cultivation plan, joint development of course offerings, teacher training, and practical training projects. By
supplying them our quality education resources, we are able to help them establish talent cultivation systems that
better integrate their school education with enterprises’ business operations so as to better cater for the industries’
demand for talent. As of the Latest Practicable Date, we had helped other higher education institutions establish
20 academic majors, including engineering software, artificial intelligence, and big data.

By partnering with industry-leading enterprises, we offer five types of industrial college establishment
solutions to other higher education institutions. These five types of industrial colleges are: college of computer
and software, college of artificial intelligence, college of digital media, college of enterprise informatisation, and
college of healthcare technology. We also carry out multi-disciplinary cooperation with other higher education
institutions encompassing talent cultivation, technology development and scientific research. In 2019, we entered
into a business collaboration framework agreement and a business collaboration agreement on artificial
intelligence college with Baidu and established Neusoft Baidu Artificial Intelligence College in each of our three
universities. The establishment of artificial intelligence colleges further optimised our existing education
resources in artificial intelligence sector such as curriculum offerings, talent cultivation systems, and practical
training projects. We have started to promote such cooperation model to other higher education institutions and
jointly establish Neusoft Baidu Artificial Intelligence College in other universities.

The joint establishment of academic majors and industrial colleges services include full-cycle cooperation
of talent cultivation and practical training cooperation tailored to senior students. Generally, we charge fees
based on the number of students enroled in the majors under joint establishment. For full-cycle cooperation of
talent cultivation, which generally starts from the first school year to the last school year of a programme, we
charge higher education institutions that cooperate with us fees for each school year based on the number of
students enroled in the majors under joint establishment. For practical training cooperation tailored to senior
students, we charge higher education institutions that cooperate with us fees based on the number of students
joining the practical training and the length of the training period.

Smart education platform and teaching resources

Based on our two decades of experience operating universities of applied science, we have accumulated

and further developed premium teaching resources, such as curriculum resources and case studies, regarding our
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IT majors, healthcare technology majors and innovation and entrepreneurship education. Through various smart
education platforms we developed in-house, we are able to supply these quality education resources to other
universities, colleges and vocational schools. Smart education platforms we developed in-house mainly include
Neusoft MOOC platform, practical curriculum platform, and software project practical training platform. These
platforms contain approximately 200 courses and over 4,000 cases, videos and courseware covering seven majors
including software technology, big data, artificial intelligence, Internet of Things, and digital media. The project
resources we integrated into the platforms are derived from actual projects undertaken by companies in the
market. We convert and compile these actual projects into educational resources that are ready-for-use by course
instructors and have appropriate levels of difficulties for students of different grades. Our smart education
platforms support course instructors’ core teaching activities such as case study, in-class practice and after-class
project training, which reduce repetitive work in the teaching activities, enable digitalised feedback on students’
performance in the project practices, and facilitate course instructors’ assessment of the effectiveness of teaching
activities. We sell our clients smart education platforms that are embedded with teaching resources. We charge

our clients for each platform sold and the amount of resources integrated into the platform.

Practical training laboratory solutions

The IT industry is rapidly evolving and has a higher requirement on students’ hands-on capabilities. Pure
curriculum resources are far from being enough in cultivating a qualified student for the industry. Students have
to obtain sufficient practical experience before graduation. As a result, practical trainings and laboratories are of
great importance for schools that primarily provide IT and technology education services. Based on our prior
experience and a large number of actual cases in our previous cooperation with IT enterprises, our three
universities have established a number of professional practical training laboratories that are close to the
forefront of the industry by imitating the actual development environment of the companies outside the campus,
enabling our students to effectively solidify the knowledge acquired by them through progressive experiments
and trainings. By virtue of summarising and refining our years of experience in practical training laboratory
construction and management, we have built an advanced and integrated experimental training system and
streamlined a complete set of experimental and training room construction solutions, which include a set of
education objectives, standards, principles, and experiment contents for establishing and operating offline or
online laboratories for our clients that are universities and colleges. Our practical training laboratory solutions
currently cover software engineering, data science and big data technology, artificial intelligence, automotive
electronics, and digital media technology majors. By applying our laboratory solutions, our clients will be able to
efficiently establish their own laboratories, significantly shorten the construction period and improve the
effectiveness of experiment and training while effectively solving the problem of the disconnection between

school education and future employment.

As of the Latest Practicable Date, we have supplied our education resources to over 400 universities,
colleges, and vocational schools in China. Among the universities, colleges, and vocational schools that use our
education resources, 31 of them are included in the tertiary education development initiative called “Double First
Class Universities” (“#—iii K£”), including Nanjing University, Wuhan University, Sichuan University,
Harbin Institute of Technology, Dalian University of Technology, Northeastern University, and Huazhong
University of Science and Technology, and 64 of them are included in the vocational education development
initiative called “Double High-level Vocational Colleges” ({FEIIkZEAE “H =51 # @502 4%). In addition, as of
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the Latest Practicable Date, a total of approximately 300 higher education institutions utilised our smart
education platform to study online amid COVID-19 pandemic.

Apprenticeship programme (% 1.%)

In order to ensure our education resources business has a continual competitive edge and unique features,
we developed apprenticeship programme, a creative education model that effectively integrates school education
with on-the-job training so as to comprehensively and effectively improve the capabilities of our students and
students of other higher education institutions that cooperate with us and get them prepared for their future
career, which in turn empowers higher education institutions in their supply of qualified talents to IT-related
industries and contribute to the development of local economy.

The school education part of our apprenticeship programme focuses on practical trainings that hone
students’ practical skills, while on-the-job training part emphasises on the training of differentiated skills and
capabilities that are specifically tailored to students’ prospective employers through involving students in the
actual project development activities. Specifically, students of our three universities and other higher education
institutions that cooperate with us can participate in our apprenticeship programme and be trained intensively in a
workplace simulation environment to acquire knowledge and skills that are important to engineers in the IT and
IT-related industries. Afterwards, depending on their capabilities, outstanding students will have the
opportunities to be involved in various IT development projects we undertake from our clients. These students
are guided by our engineers in those actual IT development projects, which gives them an actual work experience
before starting their career. Outstanding students also have the opportunities to conduct off-campus internships at
enterprises that cooperate with us. For the students who are able to competently complete assignments in the
actual IT development projects or off-campus internships, they will have opportunities to be employed by
enterprises cooperating with us through our recommendation. The successful implementation of our
apprenticeship programme allowed us to form a chain of talent supply that starts from customised school
education to intensive trainings, to on-the-job trainings/off-campus internships, and finally to supply of qualified
talents to enterprises.

Before the acquisition of Tianjin Ruidao in March 2020, we operated our apprenticeship programme
mainly through Shanghai Ruixiang. Shanghai Ruixiang provides Shanghai Sirui with human resources and
technology expertise through assigning engineers to the actual IT development projects outsourced to Shanghai
Sirui by third parties. Shanghai Ruixiang involves our students in such actual IT development projects with the
guidance of the engineers of Shanghai Ruixiang. Shanghai Sirui is a company wholly-owned by Neusoft
Holdings, one of our Controlling Shareholders. Shanghai Ruixiang charges fees from Shanghai Sirui based on the
number of engineers assigned to each IT development project and the actual development work. The fees charged
are determined on an arm’s length basis based on the market rates. Since the primary purpose of our
apprenticeship programme is to better educate our students, fees received by Shanghai Ruixiang are used
primarily to cover the cost we incurred in offering apprenticeship programme to our students. For more
information, please see “Connected Transactions” in this document. As part of education resources we supply to
other higher education institutions, we started to accept students of other higher education institutions in our

apprenticeship programme in late 2019 and charge fees from other higher education institutions. Such revenue
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from accepting students of other higher education institutions is recorded under revenue from education

resources.

After the acquisition of Tianjin Ruidao in March 2020, we amalgamated Tianjin Ruidao’s off-campus
internship programme into our apprenticeship programme. Under the off-campus internship programme, Tianjin
Ruidao offers students opportunities to intern at various enterprises after training them systematically and
intensively. In the meanwhile, Tianjin Ruidao charges fees from those enterprises based on the number of
students supplied and their working hours. By giving students opportunities to conduct internship, students are
able to obtain actual work experience and build their resume for their future career. The acquisition of Tianjin
Ruidao also expanded the delivery network of our apprenticeship programme. As of the Latest Practicable Date,
we had ten delivery centres in eight provinces across China. These delivery centres are able to offer our

apprenticeship programme to over 5,000 students across China.

After the acquisition of Tianjin Ruidao, off-campus internship programme is still operated by Tianjin
Ruidao and a few other subsidiaries. As we consolidate Tianjin Ruidao’s off-campus programme into our
apprenticeship programme, we are also reforming our apprenticeship programme by optimising the ways
students are trained, such as changing offline face to face training to using a combination of online and offline
trainings, so that we can improve the efficiency of student training while not compromising the quality of such

training.

IMPACT OF COVID-19 ON OUR BUSINESS OPERATIONS

In response to the outbreak of COVID-19, the Chinese government took a number of actions such as
extending the Chinese New Year holiday, quarantining and otherwise treating individuals in China who had
contracted COVID-19, asking residents to remain at home and to avoid gathering in public, among other actions.
The outbreak of COVID-19 in China have also resulted in the temporary closure of many corporate offices, retail
stores, and manufacturing facilities across China. Schools are not allowed to reopen until local provincial
government’s further notice. After the second semester of the 2019/2020 school year started, our three
universities offered nearly all instruction through online modality. Our training schools have also been offering
training services online since February 2020. Since our students did not live on campus for the second semester
of the 2019/2020 school year, we decided to refund the boarding fees to our students in the three universities and
Neusoft Training School. In April and May 2020, the MOE and the provincial governmental authorities issued
their policies on refund of boarding fees and our boarding fee refund estimation is consistent with such policies.
The policy of our Dalian University is refunding boarding fees of five months to all students. The policy of our
Foshan University is refunding boarding fees of 150 days to graduating students and boarding fees of 120 days to
students of other class years. The policy of our Chengdu University is refunding boarding fees of 150 days to all
students. The policy of our Neusoft Training School is refunding boarding fees of five months to all of its
students. The total amounts of boarding fees to be refunded by Dalian University, Foshan University and
Chengdu University and Neusoft Training School are expected to be RMB15.3 million, RMB10.0 million,
RMB3.7 million and RMB1.7 million, respectively. As of the Latest Practicable Date, Dalian University, Foshan
University and Neusoft Training School had refunded almost all the boarding fees to be refunded, and Chengdu

University had refunded approximately 20% of the boarding fees to be refunded. The remaining portion of
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boarding fees to be refunded will be refunded in the near future. As of the Latest Practicable Date, our three
universities had reopened. Starting from the end of June, our training schools gradually resumed offering courses
offline. Our subsidiaries operating education resources and apprenticeship programme business gradually
resumed offline work since February 2020. During COVID-19 when we offered online instruction, we primarily
relied on our proprietary “Neusoft Blended Teaching Platform”, “Neusoft MOOC Platform” and ‘“Neusoft
Practical Training Project Platform”. In addition, we used other third-party products to assist our teachers’ online
instruction and facilitate after-class communications between students and teachers. These products primarily
included curriculum resources and online streaming products such as Tencent Courses, teaching management
products such as U Campus and Ketangpai, and instant communication products such as Dingding, Foxmail and
Tencent Meeting. With these platforms, our teachers were able to deliver instruction through live streaming and
recorded lectures. These online platforms also allowed students to interact with teachers, submit their
assignments and attend after-class tutoring sessions. We believed that by offering instruction through alternative
modalities, we could minimise the impact of COVID-19 pandemic on our school operations. In fact, COVID-19
pandemic also has a positive impact on the promotion of our online education platforms. During the outbreak of
COVID-19, many schools choose to deliver instruction online, which created higher demand for our online
education platforms. As of the Latest Practicable Date, there were approximately 300 universities, colleges and
vocational schools using our online education platforms. Our Neusoft IT Capabilities Training Platform was
included in the first batch of 50 online vocational training platforms by the Ministry of Human Resources and

Social Security during COVID-19 pandemic.

Normal economic life throughout China was sharply curtailed amid COVID-19 pandemic. Our short-term
training services for individual customers, which was operated by Tianjin Ruidao prior to the acquisition in
March 2020, also experienced a decline in the number of students enroled in our short-term training programmes
from 852 in the first quarter of 2019 to 536 in the first quarter of 2020 primarily due to (i) our inability to
conduct in-campus marketing and promotional activities as a result of temporary campus closures, and (ii) our
inability to offer face-to-face course instruction which negatively affected individual customers’ willingness to
take our training courses. Such decrease in the number of students enroled also negatively affected Tianjin
Ruidao’s revenue from providing short-term training services to individual customers for the three months ended
31 March 2020, which together with the fact that the provision of innovation and entrepreneurial education
service to higher education institutions by Tianjin Ruidao usually happens in the second half of a calendar year,
are primary reasons for Tianjin Ruidao to have a net loss for the three months ended 31 March 2020. We expect
that the student enrolment number will increase after schools and universities in the provinces where we have
business operations reopen and we resume face-to-face course instruction. To further improve the student
enrolment, we plan to further promote our short-term training services through popular social media channels so
as to capture more potential customer base. We also plan to offer online courses through live streaming to attract
potential students and combine such online instruction with offline instruction to capture a wider range of
customer base. In addition to our existing programmes targeting graduating students, we have been developing
new training programmes targeting junior students to capture more potential customers through offering

differentiated training programmes for college students in different class years.
As COVID-19 has become a global pandemic, our international programmes are also adversely affected.

Many countries changed their immigration policies and imposed restrictions on international travel. As a result,
many of our international students are unable to return to China and certain Chinese students are also unable to
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travel to overseas universities for study. We are offering online instruction for our international students for the
new semester. Depending on the arrangements of the overseas universities cooperating with us, Chinese students
enroled in our international programmes would take courses online or defer the semester. In addition, short-term
exchange programmes that were supposed to be implemented in the first half of 2020 were cancelled or delayed.
If the spread of COVID-19 in other countries and regions cannot be effectively controlled, our international

programmes for the next school year would be materially and negatively affected.

Student admission and business development usually require travels and site visits. If COVID-19 pandemic
drags on for longer, we may not be able to effectively carry out student admission marketing activities for the
next school year, cooperate with our business partners and develop new business opportunities in the future. We
currently carry our student admission marketing activities mostly online. Due to our good brand image and
reputation of the good quality of our education services, we do not expect our student admission for the

2020/2021 school year will be materially and adversely affected.

In addition, the operation of our education resources business was negatively affected by COVID-19
pandemic due to the travel restrictions across China and remote working arrangements of our business partners,
which restricted our ability to develop new business. Without taking into account our acquisition of Tianjin
Ruidao, operating results of our education resources business for the three months ended 31 March 2020 were
negatively affected due to COVID-19 pandemic. If the spread of COVID-19 cannot be fully controlled or
continues for longer, however, operating results of our education resources business may be materially and
adversely affected.

While many of the restrictions on movement within China had been relaxed as of the Latest Practicable
Date, there is great uncertainty as to the future progress of the disease. Currently, there is no vaccine or specific
anti-viral treatment for COVID-19. Relaxation of restrictions on economic and social life may lead to new cases
which may lead to the reimposition of restrictions. Our business and financial performance have been negatively
affected by the outbreak of coronavirus in China since the beginning of 2020, and this is likely to continue
throughout the current year, if not longer. See “Risk Factors — Risks relating to our business and our industry —
Our business has been and is likely to be materially and adversely affected by the outbreak of COVID-19” for

more information.

Our Directors confirm that the outbreak of COVID-19 have had a negative impact on our business
operations in the short run as (a) our universities and training schools were temporarily closed for a period of
time; (b) students of our universities and training schools had to take courses online; (c) the number of students
enroled in Tianjin Ruidao’s short-term training programmes experienced a decline in the first quarter of 2020; (d)
we have to refund boarding fees of approximately RMB30.7 million to our students; (e) our international
programmes for the second semester of the 2019/2020 school year were cancelled or delayed; and (f) the
operation of our education resources business was negatively affected due to the travel restrictions across China.
However, it is unlikely for COVID-19 to have a material adverse impact on our continuing business operations
and sustainability in the long run as (i) we are able to provide education services online and students can attend
classes without physically present at our universities or training schools, which will mitigate the negative impact

of COVID-19 on our business operations; (ii) as of the Latest Practicable Date, all of our three universities had
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reopened and our training schools also began to gradually offer offline training services starting from late June
2020; (iii) our major source of revenue, tuition fee income from our fundamental business full-time formal higher
education services has not been affected by the COVID-19; and (iv) we have sufficient cash and cash equivalents

to maintain our business operations.

OUR CENTRALISED MANAGEMENT MODEL

Over the course of our university operations in the past two decades, we have established a centralised
management model through which we apply unified school operation strategies, TOPCARES education
philosophy, school management and decision making mechanism to all our universities and share various types
of resources among our universities. Our Board is responsible for formulating overall school operation strategies
and implement such strategies across all our universities. Our Board is led by our Chairperson, Dr. J Liu, and is
supported by our Chief Executive Officer, Dr. Wen, and various functional departments. The principals of our
three universities are also members of our Board. The composition of our Board ensures that different situations
in the operation of each of our three universities are adequately considered and the strategies/decisions made by
the Board are implemented in each of our three universities with consistent standards. We believe that our
centralised management model lays a foundation for our future school network expansions. Specifically, our
centralised management model has the following advantages:

o Operating strategies and decision-making: our centralised management model allows us to

implement our current school operation strategy that focuses on the provision of high quality
full-time formal higher education services that are complemented by our continuing education
services and education resources and apprenticeship programme. Similar business structure and the
same education philosophy enable us to apply unified strategies and decision making across all our

universities;

o Student admission and employment information sharing: we formulate consistent student admission

plans and marketing strategies that are complementary to each other for different programmes of our
three universities. In the working level in each year, our universities share student admission
experience and resources in each provinces, municipalities, and autonomous regions in China. In
addition, our three universities share with each other employment information available for our

students;

° Education resources sharing: we make holistic planning for the development and allocation of

education resources across all our universities and individually approve each university’s
procurement, maintenance and upgrade plan with respect to textbooks, collection of books in
libraries, experiment instruments and devices, IT systems, laboratory establishment and
constructions, school buildings and facilities constructions, among others, so that we can maximise
the use of our education resources and the utilisation efficiency. From education management
perspective, we apply the same overall human resources management system across our three

universities and share teaching experience and teacher resources periodically;
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o Clear and effective management hierarchy: at school level, each of our universities is managed on a

day-to-day basis by its principal, who is assisted by several vice principals responsible for one or
more specific aspects of our universities’ operations. The board of each of our respective schools is
responsible for the overall management of each of our universities. We believe this management
system allows us to maximise the capabilities of our teachers and administrative personnel to

enhance the quality of education we provide and promote students’ well-being; and

o Unified internal management and IT systems: we have formulated various internal management rules

such as internal control and compliance rules, procurement rules and procedures, and property
management rules. These internal rules are implemented by all our universities and subsidiaries
consistently. To improve operational efficiency, we use IT systems in various aspects of our daily
school operations such as teaching management system, course selection system, grading system, and
student management system. These IT systems are connected to each other. Our senior management
team is able to obtain overall school operation data/information on a real-time basis to facilitate their

decision-making.

STUDENT ADMISSION

Student admission process

The National Higher Education Entrance Exam is the major channel for our universities to enrol students in
our bachelor degree programmes and junior college diploma programmes. Graduating high school students
nationwide submit applications to several universities of their choice based on the scores they receive in the
National Higher Education Entrance Exam. Each province in China sets its own admission thresholds for
different academic concentrations and different category of universities based on students’ overall performance
in the National Higher Education Entrance Exam. Universities in each province then evaluate and admit
prospective students within the thresholds based on the respective scores and specific aspirations in students’
applications, which usually rank universities in several categories with the first choice being the school the

student wants to attend the most.

For our junior college to bachelor degree transfer programmes, our universities admit students based on
their grades in the nationwide entrance examination administered by the provincial department of education.
Applicants must be full-time junior college graduates possessing a junior college diploma. Similar to bachelor
degree programmes and junior college diploma programmes, junior college to bachelor degree transfer
programmes are also subject to admission quotas set by each provincial government. The admission quotas for
junior college to bachelor degree transfer programmes form part of the overall student admission quotas for

full-time formal higher education programmes that each university is subject to every year.

In terms of our full-time formal higher education programmes, for the 2019/2020 school year, (i) Dalian
University admitted approximately 34% of the new students from Liaoning province and the remaining 66%
from other provinces, (ii) Chengdu University admitted approximately 77% of the new students from Sichuan
province and the remaining 23% from other provinces, and (iii) Foshan University admitted approximately 85%
of the new students from Guangdong province and the remaining 15% from other provinces.
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For our adult higher education programmes, we admit adult students through the National Higher
Education Entrance Examination for Adults. Similar to the National Higher Education Entrance Exam, students
will generally be admitted based on their grade in the National Higher Education Entrance Examination for
Adults.

Student admission quota

The number of students our full-time formal higher education programmes and formal higher continuing
education programme are able to enrol is subject to the admission quotas determined by local education
authority. For each upcoming school year, each of our universities formulates a student admission plan that
contains admission quotas for its full-time formal higher education programmes and formal higher continuing
education programmes to be reviewed and approved by local education authority. We formulate student
admission plans for our universities by taking into account our overall available resources and the resources of
each of our three universities. The following table sets forth the admission quotas of each of our full-time formal
higher education programmes and formal higher continuing education programmes for the school years

presented.

Admission quotas for the school year

2016/2017  2017/2018  2018/2019  2019/2020  2020/2021

Dalian University

Bachelor degree programmes . .................... 3,477 3,477 3,657 3,757 4,109
Junior college diploma programmes . ............... 546 546 546 696 696
Junior college to bachelor degree transfer
PrOZIammMes . .. ..vvvvvtetnetene e 200 200 200 200 700
Adult higher education programmes . . .............. 323 466 549 629 *
Chengdu University
Bachelor degree programmes . .................... 3,000 3,079 3,000 3,288 3,473
Junior college diploma programmes .. .............. 160 120 50 900 1,000
Junior college to bachelor degree transfer
PrOZrAMMES . .. ovovit et e eeeeens 41 41 39 8 222
Foshan University
Bachelor degree programmes . .................... 2,220 2,300 2,548 2,932 2,944
Junior college diploma programmes . ............... 450 450 350 838 1,500
Adult higher education programmes . . .............. 926 513 788 1,002 *
* As of the Latest Practicable Date, applicable local education authority has not determined the admission quotas of adult higher

education programmes of Dalian University and Foshan University for the 2020/2021 school year.

The student admission quota for junior college diploma programmes of Chengdu University decreased
continuously from the 2016/2017 school year through the 2018/2019 school year primarily because we
intentionally reduced the number of students in our admission plan for junior college diploma students after
considering a number of factors such as school capacity and the university’s overall development strategy of
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focusing on bachelor degree programmes. Since Chengdu University admits students for its junior college to
bachelor degree transfer programmes from graduates of its junior college diploma programmes, decreases in the
number of students enroled in Chengdu University’s junior college diploma programmes from the 2016/2017
school year through the 2018/2019 school year naturally led to the decreases in the student admission quota for
Chengdu University’s junior college to bachelor degree transfer programmes during the same school years. The
student admission quota for junior college diploma programmes of Foshan University decreased continuously
from the 2016/2017 school year through the 2018/2019 school year primarily because we intentionally reduced
the number of students in our admission plan for junior college diploma students as the university is positioned as
a bachelor degree programme focused university supplemented by featured junior college diploma programmes.
The student admission quota for adult higher education programmes of Foshan University fluctuated from the
2016/2017 school year through the 2018/2019 school year primarily due to changes in the market competition
landscape. In response to the central government’s policy in 2019 encouraging higher vocational colleges to
admit more students, we intentionally increased the number of students in our student admission plan for junior
college programmes for the 2019/2020 and 2020/2021 school years for our universities. Our universities had
complied with their respective admission quotas during the Track Record Period and up to the Latest Practicable
Date. Although our universities generally admit the maximum number of students for each programme to fully
utilise the admission quotas, the actual number of students enroled in each school year may be less than the

admission quota as there may be students who choose not to accept our admission offer.

Student admission marketing

Our student admission has historically been driven primarily by our brand recognition. Our competency in
student admission can be boiled down to (i) a vast majority of the IT related majors we offer equip our students
with knowledge and skills desired by the highest-paying jobs and we have competitive advantage in these major
offerings when compared to other private higher education institutions; (ii) our TOPCARES approach and
school-enterprise education ensure that our students acquire hands-on knowledge and skills that can be applied
directly to their future jobs, which would significantly increase our students’ job prospects; and (iii) our
first-class faculty and learning environment such as digital smart campus, flexible learning environment, which
enables our students to study at any time, in any place. Based on the feedback we received from our students, we
believe they are generally satisfied with the high-quality education we provide and are therefore willing to help
us attract more students through referrals. We also utilise new and targeted marketing techniques, such as live
streaming of campus activities and online advertising targeting potential students and their parents as well as
organising student admission informational meetings and high school principal forums. Dalian University,
Chengdu University and Foshan University each runs a WeChat public account that publishes news and events
about the school from time to time. In addition, after over ten years of operations, we have built a wide base of
alumni, who we believe have passionate and genuine emotional connections with our universities. Other than
referrals, another major marketing effort is to participate in information sessions organised by provincial level
education bureaus during student admission season each year. We have a team in each of our three universities
responsible for student admission. Prior to the National Higher Education Entrance Exam each year, our student
admission staff visit certain high schools in selected cities in Liaoning province, Sichuan province, and
Guangdong province, as well as other provinces where we usually admit a substantial number of students, to hold
information sessions. Due to our efforts in multiple student recruitment channels and the reputation of our high
quality education services, the number of students applying to our universities has been higher than the actual
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number of students we are able to enrol in recent years and the actual grades of the students we enroled in various

provinces were also higher than the minimum grade we may enrol.

OUR TEACHERS

We believe that our team of experienced and dedicated teachers are crucial to our success. As an operator
of private schools, we can provide better incentives to qualified teachers who fit our hiring criteria. Teachers are
the key to maintaining high-quality educational programmes and services as well as maintaining our brand and
reputation. Our aim is to continue hiring teachers with a strong command of academic knowledge and/or
practical skills in their respective specialised areas who are open to innovative teaching methods and a caring
heart towards students’ well-being. We also value the awards and recognition bestowed upon our teachers who
have achieved teaching excellence. We believe that academic studies and practical skills are equally important
for our students and are two inseparable part of our education objectives. In addition to teaching relevant courses,
our teachers are actively involved in various research activities. As of 31 March 2020, our three universities had
1,318 full-time teachers, of whom 87.0% had a master degree or Ph.D. degree, approximately 40.5% were
professors or associate professors, and approximately 21.7% had overseas studies and/or work experience. As of
31 March 2020, our three universities also had 852 part-time teachers. In addition, as of 31 March 2020, Tianjin
Ruidao had 98 full-time teachers. The following table sets forth the number of our teachers in each of our three
universities for the school years indicated:

Number of teachers for the school year

2016/2017%  2017/2018*  2018/2019*  2019/2020*

Dalian University

Fulltime ....... .. 560 517 528 521
Parttime ........ ... . 333 361 350 424
Chengdu University
Fulltime ... ... 357 385 446 430
Parttime . ... ..ot 194 216 203 196
Foshan University
Fulltime ... ... .. .. 271 355 362 367
Parttime ....... ...t 220 226 229 232
Total . ... ... ... . 1,935 2,060 2,118 2,170
* Our school year generally ends in June or July of each year. For the purpose of calculating the number of teachers in each school year,

we use 31 August 2017, 2018 and 2019 as the cut-off date for the number of teachers in the 2016/2017 school year, the 2017/2018
school year, and the 2018/2019 school year, respectively, and 31 March 2020 as the cut-off date for the 2019/2020 school year.
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The following table sets forth the highest degree held by our teachers for the school years indicated:

Number of teachers for the school year

2016/2017%  2017/2018*  2018/2019*%  2019/2020*

Ph.D.degree ....... ... .. .. .. 77 92 100 101
Master degree . . ... o.vt e 923 980 1,043 1,046
Bachelordegree .......... ... ... ... i 181 176 187 166
Junior college diploma . ........... ... ... . ... ... ... 7 9 6 5
Total ... 1,188 1,257 1,336 1,318
* Our school year generally ends in June or July of each year. For the purpose of calculating the number of teachers in each school year,

we use 31 August 2017, 2018 and 2019 as the cut-off date for the number of teachers in the 2016/2017 school year, the 2017/2018
school year, and the 2018/2019 school year, respectively, and 31 March 2020 as the cut-off date for the 2019/2020 school year.

We have adopted the policy regarding the student-to-teacher ratio pursuant to the applicable regulatory
requirements. Our PRC Legal Adviser advised us that, according to the Basic Conditions for Operating Higher
Education Institutions (Trial) ( <34 = & B FE A BEEL AT HE 1 (RR04T)) ), restrictions on student admission will
be imposed if a comprehensive higher education institution has a student-to-teacher ratio higher than 22:1. The
Circular of the General Office of the Ministry of Education on Conducting the Undergraduate Teaching Quality
Assessment in General Higher-education School ( B #RHHE A BEBH 7 B 35 48 i 55 B A BE R AR A% 54N 1Y
A1) ) also includes the teacher-to-student ratio as a criterion for undergraduate teaching quality assessment.
During the Track Record Period, our three universities maintained a student-to-teacher ratio lower than 22:1.

The following table sets forth the student-to-teacher ratio, taking into account both full-time and part-time
teachers, for each of our universities for the school years indicated. As advised by our PRC Legal Adviser, our

training schools are not subject to the student-to-teacher ratio requirement.

Student-to-teacher ratio in the school year

2016/2017%  2017/2018*  2018/2019*  2019/2020*

Dalian University . ...t 18.8 19.0 18.6 18.9
Chengdu University ......... ...t .. 21.5 19.6 17.8 19.6
Foshan University ............ .. . i, 21.4 19.4 18.8 19.6
* Our school year generally ends in June or July of each year. For the purpose of calculating the number of students and teachers in each

school year, we use 31 August 2017, 2018 and 2019 as the cut-off date for the number of students in the 2016/2017 school year, the
2017/2018 school year, and the 2018/2019 school year, respectively, and 31 March 2020 as the cut-off date for the 2019/2020 school

year.

According to the Regulations on Teacher Licences ( (Zifi&#5%%l) ), personnel engaged in teaching
activities in various types of schools and other educational institutions must obtain teacher licences (Zfli &A% i
#) from education authorities. According to the Notice on Issuing Qualifications of Teachers in Vocational
Schools and Employment Training Centers and Other Vocational Training Institutions ( <B4 T 2445 F sk
S O R FADI SE B B R 2T | e A% 5R0E TAERYAEH) ), all personnel engaged in the education and
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teaching activities at vocational training institutions should obtain teacher qualifications (§k2E45 3%l - i & k%
#2) from human resources and social security authorities. As of the Latest Practicable Date, 38 teachers of our
four training schools had not obtained teacher licences and/or teacher qualifications. Three of the four training
schools have obtained written confirmations from the competent government authorities confirming that, with
respect to vocational training or educational training services without granting academic credentials, the
corresponding teacher licence examination or teacher qualification accreditation is no longer administered and
the corresponding teacher licences or teacher qualifications are not mandatorily required in practice in the places
where such training schools are located. Our PRC Legal Adviser has interviewed the competent education
authority of the remaining one training school and was given to understand that the teacher licences are also not
mandatorily required insofar as this training school is concerned. Our PRC Legal Adviser is of the view that
these government bodies are the competent authorities to give such confirmations.

As advised by our PRC Legal Adviser, the applicable PRC laws and regulations are silent on the legal
liabilities that may be imposed on training schools employing teachers without requisite teacher licences or
teacher qualifications. However, based on the above confirmations given by the government authorities, the PRC
Legal Adviser is of the view that our risk of being penalised by government authorities for employing teachers

without teacher licences or teacher qualifications is remote.

As advised by the PRC Legal Adviser, the applicable PRC Laws are also silent on whether students are
entitled to compensation from training schools for receiving training from teachers without teacher licences or
teacher qualification. Based on the above, our PRC Legal Adviser is of the view that our risk of being required
by ruling courts to pay compensation to students for providing training services through non-qualified teachers is

relatively low.

We believe our students enrol in our training courses and subscribe to the “Ruidao” training brand due to
the quality of teaching and courses (including course content and materials) provided to students. Based on the
above, we believe that the teacher licence issue does not present a significant reputational risk or materially affect
our reputation. See “Risk Factors — Risks relating to our business and our industry — We face regulatory risks
and uncertainties associated with our teachers’ lack of teacher licences or teacher qualifications” and “— Internal

control and risk management — Internal control.”

In addition, as of the Latest Practicable Date, except in the case of new teachers of our three universities
waiting to take the next available qualification exam or due to some other reasons, all the PRC teachers who
teach courses in our universities possess valid teacher licences issued by the PRC education authorities and all
foreign teachers who teach courses in our universities possess valid foreigner’s work permit (¥ A TAE#E3E)
issued by the PRC government. We will fully comply with the applicable PRC laws and regulations as well as
local regulatory practices in relation to teacher licences and teacher qualifications when we recruit new teachers
in the future. Where teacher licences or teacher qualifications are still mandatorily required, we will only employ
new teachers with teacher licences or teacher qualifications, or, if being employed by a school is a prerequisite
for taking the qualification exam, instruct the newly recruited teachers to take qualification exams within the

prescribed period.
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Teacher recruitment

We recruit teachers based on the size of our current student enrolment and the number of newly admitted
students at the beginning of each school year. We recruit teachers mainly from two channels: (i) recent graduates
from graduate schools of top universities domestically and overseas, and (ii) candidates with rich practical
knowledge and industry experience, in particular, overseas work experience. For candidates we recruit through
the first channel, we primarily recruit graduates with a Ph.D. degree and demonstrate strong academic research
and study capabilities and overall quality as a teacher. For candidates we recruit through the second channel, we
primarily recruit candidates with a master degree or above, demonstrate a solid command of practical skills and
rich industry experience that fit the objectives of our curricula, and are able to keep abreast of the latest cutting-
edge technologies, as well as overall quality as a teacher. We generally conduct three rounds of interviews. The
first round is conducted by the human resources department. The second round is conducted by corresponding
schools and departments together with teaching quality control department of the relevant schools, which
generally consists of a written exam and a simulated lecture testing the candidate’s professional expertise. The
third round is an interview conducted by the principal or vice principals of the relevant schools. The final hiring
decision will be made after an overall assessment taking into consideration of the feedbacks of the interviews.

Teacher training

We provide our teachers with several types of trainings to improve their capabilities. Newly hired teachers
undergo mandatory training programmes that cover, among others, teaching skills and techniques, teacher
management policies, and education theories. We also provide continuing training for our teachers so that they
can stay abreast of the changes in student demands, new teaching theories and/or methodologies, changing
testing standards and latest industry developments or trends. In addition, we have established a number of
exchange programmes with universities, research institutes, enterprises and other educational institutions
domestically and abroad so that our teachers can have the opportunity to study or conduct researches both in
China and abroad. In order to give our teachers necessary exposure to the latest development of technologies in
various industries, we periodically invite industry experts to provide trainings to our teachers and at the same
time provide our teachers with the opportunity to train or work in enterprises and improve practical skills. We
believe that our teaching staff can gain valuable knowledge and insights from these trainings.

Teaching performance evaluations

To ensure the quality of our education services, we periodically monitor and evaluate our teachers’
teaching quality. Each of our universities has established a school-level department responsible for the overall
teaching qualify supervision and evaluation and formulating a number of quality standards governing all aspects
of our teaching activities. Each school also has a team of teaching supervisors. These supervisors periodically
conduct teaching evaluations, which include in-class observations, evaluation of our teachers’ class preparation
and/or the effectiveness of their classroom instructions. The evaluations generally focus on teachers’ moral
qualities, teaching capabilities, work attitude, and teaching results in terms of various targets. As an important
part of the evaluation process, we highly encourage our students to complete teacher evaluations and teaching
satisfaction surveys at the end of each semester or school year. Such survey results are given a large weight in the
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final evaluation result. We may take into consideration the performance of each teacher when making decisions
regarding their compensation. We generally award teachers who receive outstanding performance reviews. For
those teachers who fail to meet our rigorous standards, we generally talk to those teachers and help them make
new plans, improve teaching methods, guide them to revise classroom instructions and improve their overall
teaching ability. We allow them to improve their performance within a certain period of time. If they still cannot
satisfy our rigorous requirements, we will move them to non-teaching positions or, in the worst case scenario,
dismiss them. We believe we offer competitive compensation to our teachers as compared to that offered by
public schools in the same areas where our universities are located. Compensation typically includes a base
salary and a performance bonus, which is generally based on the teaching quality, scientific research
achievements, work attendance and other factors.

CAMPUS FACILITIES AND SERVICES

Campus facilities

The campus of Dalian University encompasses approximately 833,000 square metres. The university has a
variety of campus facilities, such as modern classroom buildings, library, multimedia audio-visual centre, SOVO,
apartment buildings, track and field facilities, gymnasiums, restaurants and café. A classroom building and a library
building in the campus were awarded with China Construction Engineering Luban Prize (National Prime-quality
Project), the highest honour in China in terms of the quality of the construction project, by the Ministry of Housing
and Urban-Rural Development of the PRC and the China Construction Industry Association. Dalian University has
a number of advanced experimental equipment and has built a number of laboratories of mainstream technologies
that reflect the development trends, such as wearable technology laboratory, cloud computing and big data
laboratory, industrial robot laboratory, and 3D printing laboratory. We strive to provide comfortable living
conditions for our students. School dormitories are equipped with a variety of furniture and home appliances such as
computer desk, wardrobe, and washing machines. Wireless network, banking services, supermarkets, restaurants
and canteens, telecommunication services, express delivery services, and healthcare services, among others, are all
available in the campus.

The campus of Chengdu University is located in the World Natural and Culture Heritage Site —
Dujiangyan and Qingcheng Mountain National Quintuple A Grade Scenic Spot, encompassing approximately
527,000 square metres. The university has a variety of campus facilities, such as classroom buildings, library,
apartment buildings, track and field, SOVO, student centres and restaurants. The campus has two lakes
surrounded by lush green trees, which provide our students an enjoyable campus environment. Chengdu
University has a number of advanced experimental equipment and has built a number of laboratories of
mainstream technologies that reflect the development trends, such as smart hardware experiment and training
studio, Internet of Things laboratory, digital sculpture laboratory, enterprise resource planning (ERP) simulation
laboratory (ERPYWHEE(E#=). We strive to provide comfortable living conditions for our students. School
dormitories are equipped with a variety of furniture and home appliances such as computer desk, wardrobe, and
washing machines. Wireless network, banking services, supermarkets, restaurants and canteens,
telecommunication services, express delivery services, and healthcare services, among others, are all available in

the campus.

— 204 —



BUSINESS

The campus of Foshan University is located in the core area of High-tech Industrial Development Zone,
Foshan City, near Guangzhou, encompassing approximately 336,670 square metres. The university has a variety
of campus facilities, such as classroom buildings, laboratory buildings, library, multimedia audio-visual
classrooms, SOVO, apartment buildings, track and field, gymnasiums and restaurants. The campus has a lake
surrounded by lush green trees, which provide our students an enjoyable campus environment. The university has
various laboratories in the campus that require students’ substantial involvement in hands-on practices. We strive
to provide comfortable living conditions for our students. School dormitories are equipped with a variety of
furniture and home appliances such as computer desk, wardrobe, and washing machines. Wireless network,
banking services, supermarkets, restaurants and canteens, café, telecommunication services, and express delivery

services, among others, are all available in the campus.

Campus services

To ensure that our students have a convenient living and study environment, we cooperated with third-party
service providers to make available various types of services to meet students’ daily needs. The campus service
arrangements at our universities primarily include meal catering services and medical care services, as well as postal
services, grocery stores, among others.

Meal catering services

As of the Latest Practicable Date, we had 13 canteens at our three universities. These canteens are
outsourced to catering service providers who are Independent Third Parties. These canteens provide a variety of
cuisines and dishes so as to cater to students from all parts of China. We typically enter into cooperation
agreements with catering providers for a term ranging from one year to five years. We require all catering service
providers to obtain relevant licences and permits required by applicable laws and regulations and all catering
service providers have obtained required licences and permits to operate catering services. The catering providers
are obliged to ensure the food quality and safety. To oversee the catering services, we conduct inspection of the
daily operation of the canteens at each of our universities. For risks associated with meal catering services, see
“Risk Factors — Risks relating to our business and our industry — We could be liable and suffer reputational
harm if a third-party service provider provides inferior food or medical care services or harm our students, which

may have a material adverse effect on our business and reputation.”

Medical care services

Dalian University and Chengdu University offer general medical services to students and teachers by
engaging qualified medical care providers who are Independent Third Parties. We require third-party medical
care providers to hold all licences and permits required by laws and regulations and all of the medical staff and
health care personnel engaged by us hold the required licences as required by laws and regulations. In serious and
emergency medical situations, we promptly send our students to local hospitals for treatment. Foshan University

does not have medical services available in the campus as there is a hospital conveniently located nearby.
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Upgrade and expansion plans

In order to provide a better education services to our students and continuously increase our student

enrolment, we plan to upgrade our existing school facilities and expand our campus by acquiring additional land.

We set out below details of our upgrade and expansion plans that require capital investments as of the end of

2021. We plan to finance our upgrade and expansion plans primarily by applying a portion of the proceeds from

the Global Offering. To the extent that the proceeds applied to our upgrade and expansion plans are not

sufficient, we will use our own funds and obtain additional funds through bank loans.

Additional Additional
number of number of
Total students students Estimated
construction Estimated expected to be expected to be depreciation
Expected cost* / total cost as Amount  acc dated acc dated  charges
Upgrade and completion capital of theend spentasof by the end of upon from 2020
expansion plan date expenditure  of 2021 30 April 2020 2021 completion to 2024
Dalian University . ... Practical training October  RMB396.5 RMB378.2 RMB90.0 — — RMB37.7
base) 2021 million million million million
New campus December RMB871.4 RMB610.0 — 5,046 8,014 RMB41.2
construction on 2022 million million million
land recently
acquired®
Chengdu University .. Library and July 2021 RMBS83.1 RMBS83.1 RMB48.7 — — RMB8&.5
playground million million million million
New campus August RMB600.4 RMB220.8 RMBI11.6 2,500 5,000 RMB22.1
construction on 2023 million million million million
land recently
acquired
Foshan University . ... Student dormitory  September RMB59.3 RMB59.3 RMB25.7 1,572 (by 1,572 RMB7.7
building 2020 million million million September million
2020)
Campus expansion  August RMB316.7 RMB193.5 — 1,500 3,800 RMB25.3
project (one 2022 million million million
teaching and
research building
and two student
dormitory
buildings)
Notes:
* For Dalian University, the estimated total amount of construction costs for the expansion plans is RMB1,267.8 million. We plan to

finance the constructions by obtaining bank loans of RMB1,235.0 million and using our own funds for the remaining construction costs.
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For Chengdu University, the estimated total amount of construction costs for the expansion plans is RMB683.5 million. We plan to
finance the constructions by applying a proceed of RMB225.0 million from the Global Offering, obtaining bank loans of

RMB440.0 million and using our own funds for the remaining construction costs.

For Foshan University, the estimated total amount of construction costs for the expansion plans is RMB376.0 million. We plan to
finance the constructions by applying a proceed of RMB137.2 million from the Global Offering, obtaining bank loans of RMB145.0

million and using our own funds for the remaining construction costs.

(1) The new practical training base will be used to offer practical training courses to students of our newly established healthcare related
programmes. Such courses will be offered by cooperating with enterprises. For example, cooperating enterprises may provide
equipment and facilities for the practical training and may also dispatch their employees to Dalian University to provide support and

guidance for the practical trainings.

(2)  For more information on the land recently acquired, please see “— Properties — Owned properties — Land”.

Upon the completion of the above expansion plan, Dalian University is expected to accommodate an
additional 8,014 students, Chengdu University is expected to accommodate an additional 5,000 students, and
Foshan University is expected to accommodate an additional 5,372 students, representing an increase in school
capacity of 47.6% for Dalian University, 46.0% for Chengdu University, and 51.5% for Foshan University,
compared to the school capacity in each corresponding school for the 2019/2020 school year. Such increases in
school capacity have not taken into account a new student dormitory building that Chengdu University
established in August 2020. Such student dormitory building is able to accommodate 2,000 students. In addition
to the above expansion plan, depending on the actual situation of our future development, we may have
additional expansion plans in the future or may adjust our existing expansion plans in the future that are not yet
completed by then. Our Directors are of the view that we will be able to obtain approval from the relevant
authorities for admitting additional students in each of our three universities upon completion of the expansion
plan, because (i) the relevant authorities of the provinces where our three universities are located at support the
development of private higher education and our three universities are recognised by relevant government
authorities and the society, which are conducive to our expansion in student admission in the future, (ii)
government authorities are supporting higher education’s expansions in student admission, for example,
according to the 2020 Report on the Work of the Government, student enrolments in higher vocational colleges in
China will increase by two million persons in 2020 and 2021, and (iii) our three universities focus on IT related
majors and healthcare technology related majors, which fall within the category that the government authorities

of the provinces where our universities are located at support student admission expansions.

We treat each construction or upgrade projects as a part of our overall expansion plan and assess the
soundness and effectiveness of the construction or upgrade projects holistically on our overall school operations
level. When we formulate expansion plans, we primarily consider the impacts of such investments in expansions on
our overall business operations and financial performance. In terms of business operations, we do a necessity
analysis before making investments in expansions. We primarily consider whether such investments are
commensurate with the offering of new majors, conducive to our student enrolment, improvement of our education
quality and talent cultivation system, and our compliance with relevant regulatory requirements. With respect to our
financial performance, we consider the impact of the investments in expansions on our cash flows, our funding costs
of financing for such expansion and the impact on depreciation and amortisation after completion of the
construction or upgrade projects so that we will continue to be profitable as a whole in the future.
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There is no assurance that our actual expansion will not deviate from our current expansion plans. For more
information, please see “Risk Factors — Risks relating to our business and our industry — We are subject to
uncertainties brought by the recent developments of PRC Laws relating to private education.” Our management
will consider making various adjustments to our business plans, including but not limited to, delaying or
suspending our expansion plans and increasing our debt and/or equity financing. In the event of any material
change in circumstances or our business plans, to comply with Rule 13.09 of the Listing Rules, we will make

announcements as and when appropriate if our business might be materially and adversely affected.

ACQUISITION OF TIANJIN RUIDAO

Overview of Tianjin Ruidao’s business operations

In March 2020, we acquired 90.91% of the equity interests of Tianjin Ruidao and merged its businesses
into our Group. Prior to the acquisition, Tianjin Ruidao primarily engaged in providing short-term training
services to individual customers and practical training services to students of higher education institutions. Short-
term training services provided to individual customers refer to short-term IT professional skill training services
provided through seven training schools to individual customers such as college students, graduates and
employees in the IT and IT related industries for purposes of improving their IT skills and strengthen their
competitiveness in their career. Practical training services refer to IT professional education and vocational
training services provided to students of other universities and colleges. Target customers of such services are
universities and colleges. The objective of such services is to enhance students’ practical skills and application of
theoretical knowledge through involving them in the full cycle of actual software development projects. In
addition to the above two main businesses, Tianjin Ruidao provided innovation and entrepreneurial education

services to higher education institutions and off-campus internship services.

Background of Tianjin Ruidao’s training schools

Tianjin Ruidao had seven training schools in Shenyang, Dalian, Nanjing, Qingdao, Guangzhou, Tianjin and
Qinhuangdao. These schools were established in a period from September 2008 to March 2016. Three of these
seven schools were established by a subsidiary of Dalian Kang Ruidao and were later transferred to Tianjin
Ruidao. One of the seven schools was co-established by a subsidiary of Tianjin Ruidao (holding 90% of the
sponsorship interest) and a subsidiary of the Qinhuangdao campus of the Northeastern University (holding the
remaining 10% of sponsorship interest). The remaining three schools were established either by a subsidiary of
Tianjin Ruidao or directly by Tianjin Ruidao. These training schools are managed by management teams with
relevant experience in both IT related industries and IT education industry and experience in school management
positions. All of these seven schools have obtained the private school operating licence.
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The seven training schools offer short-term training programmes on topics such as JAVA, Python, User
Interface and front-end development. These training programmes mainly target people working in the IT or IT
related industries and students studying IT or IT related majors, as well as anyone interested in these IT skills. As
of 31 March 2020, these seven schools had total assets of RMB51.7 million. The following table sets forth

additional details of the seven training schools:

Number of Number of
Tuition fee® student students
of different enrolments for  dropped out
programmes in the first half of  for the first
School name 2020 2020 half of 2020
Shenyang Neusoft Software Talent Training Centre . ........... 20,800 ~ 25,800 487 22
Dalian Neusoft Software Talent Training Centre .............. 20,800 ~ 25,800 169 8
Nanjing Neusoft Talent Training Centre . .................... 20,800 ~ 25,800 77
Qingdao West Coast New District Neusoft Ruidao Software
Talent Training School .......... ... ... ... .. .. .. ... ... 20,800 ~ 25,800 76 1
Guangzhou Neusoft Software Talent Vocational Training
School ... . 20,800 ~ 25,800 121 9
Tianjin Binhai Newtown Neusoft Ruidao Software Talent
Vocational Training School ........ ... ... ... .. .. ..... 20,800 ~ 25,800 109 18
Qinhuangdao Neusoft Venture School ...................... 20,800 ~ 25,800 0

(1)  Represents tuition fee ranges of different training programmes offered by our training schools. The actual amount of tuition fees
received may be lower than these amounts due to discounts we offered after considering, among other factors, COVID-19, local market
competition and affordability of school students. For the first half of 2020, Tianjin Ruidao received total tuition fees of RMB15.8

million, of which approximately RMB1.0 million were refunded to students who dropped out.

(2) Represents the number of students who entered into a training contract with the corresponding training school. As we allow students to
take courses in schools other than the school with which he/she enters into the training contract based on their location preference, the
number of student enrolments in each training school does not necessarily equal to the actual number of students who take training

courses at such training school.

Students drop out generally due to their personal reasons such as changes in their career development
plans. They drop out usually before or shortly after the commencement of relevant courses. For the first half of
2020, part of the reason for the drop-out is due to our inability to provide face-to-face course instruction as a
result of COVID-19.

Tianjin Ruidao solicits individual customers primarily through the following efforts or competitive
advantages: (i) our experience and expertise in the IT education industry and our brand recognition, (ii) keep
abreast of the development of technologies and adjust our programme offerings based on evolving customer
demands and industry trends, (iii) further improve our overall business management, optimise our services to
improve customer experience and strengthen our reputation, and (iv) diversified marketing approaches, such as

information session or delivering sample lectures in universities and marketing efforts through social media.
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Timing of and expected benefits from the acquisition

The timing of the acquisition of Tianjin Ruidao was the result of a commercial decision decided among the
parties involved. The opportunity for the acquisition of Tianjin Ruidao arose in around the end of 2019 and after
taking into account the benefits that the acquisition would bring to us and our financial and business position, we
considered it beneficial to us and our Shareholders as a whole to accept the opportunity when it arose and to not
risk Tianjin Ruidao being acquired by a competitor in the future. Prior to this, the opportunity to acquire Tianjin
Ruidao was not available and discussions with Tianjin Ruiyi Enterprise Management Consulting Center (Limited
Partnership) (R AZEEHHH R OAEREE)) (“Tianjin Ruiyi”), the minority shareholder of Tianjin
Ruidao, and Tianjin Ruiyi’s ultimate beneficial shareholders and general partner, had not reached a point where
the Directors believed that it would be in the interests of our Group and our Shareholders to pursue the
acquisition. Notably, the Directors were of the view that it was important for Tianjin Ruiyi (and its ultimate
beneficial owners and general partner) to agree to the acquisition of Tianjin Ruidao and the change in control
from Neusoft Holdings to our Company and granting an option to permit our Company to acquire the remining
minority interests in the future. See “History, Reorganisation and corporate structure — Corporate structure —
Corporate developments following the Reorganisation™ for further information on Tianjin Ruiyi and the share
option agreement entered into between our Group and Tianjin Ruiyi with respect to the remaining 9.09% equity
interest in Tianjin Ruidao.

In deciding to acquire Tianjin Ruidao, we considered, among other factors, the business of Tianjin Ruidao
(and in particular, its seven training schools), how it would complement our business before the acquisition (the
“existing business”), and how the enlarged Group would benefit from the symbiotic relationship between Tianjin
Ruidao and the existing Group, such as: (i) it would better facilitate the development of our “continuing
education services” business by providing short-term training services to a wider range of customers (from
offering customised training services to institutional customers under the existing business, to also extending IT
training services to any individual interested customers with the integration of Tianjin Ruidao); (ii) it would
facilitate the growth of our existing education resources business as Tianjin Ruidao has an established sales
network across China and has a team of over 100 experienced sales personnel with local client relationships; (iii)
it would also supplement our existing teacher resources with a team of teachers with both IT industry experience
and IT training experience; (iv) it would allow us to share our existing resources so as to better utilise our
existing resources such as curriculum resources, intellectual property rights, brand recognition, better
understanding of universities’ demand and physical premises of our three universities, which in turn benefit the
enlarged Group; and (v) it would allow us to leverage the “Ruidao” brand in the training schools, bring us greater
customer resources and market opportunities in the training education industry. As a result, we believe that

Tianjin Ruidao’s business is complementary to our existing business.

In addition, Neusoft Holdings, one of our Controlling Shareholders, has given in favour of us a non-
compete undertaking. See “Relationship with our Controlling Shareholders — Delineation of business from our
Controlling Shareholders — Non-compete undertaking” for more information. Had Tianjin Ruidao remained
controlled by Neusoft Holdings, pursuant to the non-compete undertaking, Tianjin Ruidao would have been
prevented from developing its business, or offering services, in a way that would directly or indirectly compete
with our existing business. Given this limitation on Tianjin Ruidao, had it remained controlled by Neusoft

Holdings, considering that Tianjin Ruidao’s business is complementary to our existing business as explained
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above, and taking into account the opportunity to combine and share many of the resources from Tianjin Ruidao
and our existing business (as described below), the acquisition of Tianjin Ruidao was considered to be mutually
beneficial to both Tianjin Ruidao and us, with the added benefit of eliminating one source of potential
competition in the future should Neusoft Holdings decide to dispose of Tianjin Ruidao to a third party. Given the
above, the Directors considered the acquisition of Tianjin Ruidao to be in our best interest and the best interest of

our Shareholders.
Changes in our business strategies and focuses before and after the acquisition

Our business strategies and focuses remain unchanged after the acquisition of Tianjin Ruidao. Offering
full-time formal higher education services is still our fundamental business while continuing education services
and education resources and apprenticeship programme are still our two strategic businesses. The primary
purpose of acquiring Tianjin Ruidao is to supplement and further develop our continuing education services and
education resources and apprenticeship programme. See “— Continuing education services — Short-term
training programmes — Training services to individual customers”, “— Education resources and apprenticeship
programme — Apprenticeship programme (27 1.35)” and “Acquisition of Tianjin Ruidao — Timing of and
expected benefits from the acquisition” for more information on how Tianjin Ruidao’s businesses are going to
supplement and further develop our two strategic businesses. After the acquisition of Tianjin Ruidao, we will
further expand our continuing education services, in particular, online continuing education services and further
expand our education resources and apprenticeship programme under our “3+N” business model. See “— Our
business strategies” for more information.

Integration of seven training schools after the acquisition

In addition to the integration of business models and client base, as described above, the acquisition of

Tianjin Ruidao integrates resources and manpower, including in the following manner:

(a) Tianjin Ruidao and the existing Group plan to combine resources and have established a research and
development centre, to research and develop products and intellectual property that would be shared
between the two parties.

(b) Tianjin Ruidao and the existing Group’s intellectual property resources (including brand recognition
of our universities and training schools, teaching and learning materials, teaching methodology and
course development resources) and engineering talent and capabilities would be pooled together in
order to assist with the enlarged Group’s research and development and applied towards the enlarged
Group’s business.

(c) Tianjin Ruidao’s sales network would be combined and shared with our existing sales resources
distribution network to create a more efficient and cost-effective way of promoting the enlarged
Group’s business, services and products, and brand.

(d) Property leases and tangible assets would be shared among the businesses within the enlarged Group,
which would decrease expenses such as the expenses for hosting training schools and offering

training facilities.
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(e)  Customer and business know-how would be shared among the businesses (including schools) within
the enlarged Group to create a symbiotic relationship between Tianjin Ruidao’s and the existing

Group’s key business segments.

Following the acquisition of Tianjin Ruidao, Tianjin Ruidao’s core management team would be based in
Dalian, in close proximity to our management, and the enlarged Group would share certain key management
personnel to ensure a smooth transition and enduring and stable integration of the businesses. Shared
management personnel includes: (i) Dr. Wen, our executive Director and chief executive officer, who also
oversees Tianjin Ruidao’s business; (ii) Mr. LI Yingao, our vice-president and Tianjin Ruidao’s president; and
(iii) Mr. DENG Haibo, former vice president of Tianjin Ruidao, now serves as our skills training department’s

general manager.

POTENTIAL IMPLICATIONS OF THE DECISION ON AMENDING THE LAW FOR PROMOTING
PRIVATE EDUCATION OF THE PRC

Regulatory development

On 7 November 2016, the Decision of the Standing Committee of the National People’s Congress on
Amending the Law for Promoting Private Education of the PRC ( (B A RINEKREH BT B RN EY (P
N B RIFACE () MPRE) ) (the “2016 Decision™), was signed into law by Order No. 55 of the
President of the PRC and became effective on 1 September 2017. The most significant change made by the 2016
Decision was the re-classification of private schools as for-profit schools and non-profit schools. Future
regulations on private schools will be based on such re-classification. Depending on whether private schools are
established and operated for profit-making purposes, the 2016 Decision classifies private schools into non-profit
schools and for-profit schools. There are the pros and cons of choosing to be either a for-profit school or a
non-profit school. For example, the sponsors of a for-profit private school are able to obtain operating profits of
the school and have a greater discretion in determining the types and amounts of fees charged to students based
on its operating costs and market demand, but it may receive less benefits and supports from governments
compared with a non-profit school, such as tax benefits, obtaining land use right from government by means of
allocation, and various government grants. See “Regulations — Regulations relating to education — Regulations
relating to private education” of this document for details of the pros and cons of choosing to be a for-profit
school or a non-profit school. The sponsors of private schools, other than schools providing compulsory
education, may at their own discretion choose to establish non-profit or for-profit private schools. For the
existing private schools that were established before the 2016 Decision was published, the 2016 Decision only
provides a few general principles in making for-profit/non-profit election when doing re-registration. For
example, a private school electing to re-register as a for-profit school must carry out financial settlement
procedures, clarify property ownership, pay relevant taxes and fees, and re-apply for registration. Other than
those general principles, the 2016 Decision does not provide detailed rules to address various issues that may
arise for school sponsors of existing private schools to choose to re-register as for-profit private schools or
non-profit private schools. The 2016 Decision, instead, delegates the authority to formulate detailed rules to
implement the 2016 Decision to the State Council, educational authorities under the State Council, provinces,

municipalities directly under the central government, and autonomous regions of the PRC.
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On 30 December 2016, the Implementation Rules on the Classification Registration of Private Schools ( ([
HEELI A JEETE EMEAM A ) (the “Classification Registration Rules”) were promulgated by five departments
under the State Council, including the MOE, to provide more details with respect to classification registration
procedures. As of the Latest Practicable Date, except for Liaoning province, all provinces where our universities
and training schools are located had issued their own rules on classification registration (“Provincial Classification
Registration Rules”) in order to further implement the Classification Registration Rules locally. These rules,
however, still do not provide sufficient details to guide the existing private schools in choosing to re-register as
for-profit schools or non-profit schools. For further details of these rules, see “Regulations — Regulations relating

to education” of this document.

All provinces where our three universities and training schools are located have promulgated local regulations
(the “Provincial Amendment Implementation Rules”) to further implement the 2016 Decision. The Provincial
Amendment Implementation Rules shed some light on the existing private school’s for-profit/non-profit election in
doing re-registration, but are still not clear enough for the existing private schools to comprehensively and accurately
assess the potential impact on their business after making for-profit/non-profit election in doing re-registration. We
operate our universities in Liaoning, Guangdong and Sichuan provinces. The Provincial Amendment Implementation
Rules promulgated by Liaoning province and Guangdong province do not set forth a deadline for making the election,
nor did Liaoning and Guangdong province set a deadline for making the election as of the Latest Practicable Date.
However, the implementation rules promulgated by Sichuan province provide that sponsors of the existing private
schools should submit materials to relevant competent government authorities regarding the election of for-profit or
non-profit status by 1 September 2020. Failure to do so will lose the opportunity to elect to be a for-profit school.
Private schools that intend to elect as non-profit schools should complete relevant procedures by 1 September 2021.
For private schools that provide higher education services and intend to elect as for-profit schools, relevant procedures
should be completed by 1 September 2023. We have duly reported to the Education Department of Sichuan Province
our decision to re-register Chengdu University as a for-profit private school and will complete the relevant procedures
by 1 September 2023.

We operate our training schools in Liaoning, Guangdong, Tianjin, Hebei, Jiangsu and Shandong provinces.
The Provincial Amendment Implementation Rules or Provincial Classification Registration Rules issued by some
of these provinces set forth deadlines for making the for-profit or non-profit election including that, the deadline
in Tianjin is 31 August 2020 and in Jiangsu is 31 December 2020. We are in the process of re-registering our
Tianjin training school as a for-profit private school. As of the Latest Practicable Date, we have not reported to
the relevant government authority on our election for the Jiangsu training school. See “Regulations —

Regulations relating to education — Regulations relating to private education” of this document for details.
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Factors we consider in making for-profit status / non-profit status election

Subject to changes in relevant laws and regulations that may have a material effect on the education industry, in
particular, the private higher education industry, after taking into account the following factors, we intend to register
our three universities and training schools as for-profit private schools after the Global Offering:

School sponsors’ rights to operating surplus and residual assets

Pursuant to the 2016 Decision, sponsors of a for-profit private school are entitled to the distribution of
operating surplus of such school and are entitled to the residual assets of such school in the case of liquidation,
while sponsors of a non-profit private school are not allowed to receive any distribution of operating surplus or
residual assets from such school. Considering from this perspective, we have a very strong incentive to elect

for-profit status in re-registering our three universities and training schools.
Tax treatment

Pursuant to the 2016 Decision, and the state council opinions, non-profit private schools enjoy the same
preferential tax treatment as that applicable to public schools, i.e. exemption from the enterprise income tax.
With respect to for-profit private schools, the Draft Amendment to the Implementation Regulation has delegated
the authority to formulate tax treatment policies that are applicable to for-profit private schools to SAT. Although
the detailed tax treatment policies applicable to for-profit private schools located in Liaoning province,
Guangdong province and Sichuan province have not been formulated by SAT, we do not anticipate any major
negative consequences from enterprise income tax perspective if we re-register our universities as for-profit
private schools because our three universities have not been enjoying the preferential tax treatment applicable to
public schools. As a result, we believe that there may not be major negative impacts on our net profit if we re-
register our three universities as for-profit private schools. If we choose to re-register our three universities as
non-profit private schools, without doubt, we will benefit, to the maximum extent, from preferential tax treatment
policies. We also do not anticipate any major negative consequences from enterprise income tax perspective if
we re-register our training schools as for-profit private schools because all of our training schools have not been
enjoying the preferential tax treatment applicable to public schools, either.

Land use right

Pursuant to the 2016 Decision, non-profit private schools may obtain land use right to a parcel of land by
means of allocation by government for free or at a lower cost, while for-profit private schools may need to obtain
land use right by means of acquisition from government with a cash consideration. In addition, private schools
that obtained land use right by means of free allocation from government before making for-profit status /
non-profit status election may be required to pay the cash consideration as if they obtained the land use right by
means of acquisition if they choose to re-register as for-profit private schools. We do not expect any major
negative consequences to our business and results of operations if we re-register our three universities as
for-profit private schools because we obtained the land use right to all the land we own by means of acquisition
with cash consideration. However, electing non-profit status may entitle our three universities to obtain land use
right for free or at a lower cost in the future. All of our training schools lease properties as premises to operate
their business, thus would not be affected by for-profit status / non-profit status election.
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Fee charging regulations

Pursuant to the 2016 Decision, depending on the relevant provincial policies, fees charged by non-profit
private schools may be subject to government approval or regulatory restrictions, while for-profit schools are
entitled to determine the level of tuition fees and boarding fees, as well as other fees, without government
approval. All our universities and training schools are currently not subject to regulatory approval with respect to
tuition fee levels. Electing to be for-profit schools would enable our universities and training schools to reserve
their discretion in determining tuition fee and boarding fee rates.

Government support

According to the 2016 Decision and its implementation rules, non-profit schools may enjoy more
favourable government support than for-profit schools may be able to enjoy. For instance, the Draft Amendment
to the Implementation Regulation provides that local governments could subsidise non-profit schools to a certain
percentage of the average funding per student applicable to public schools.

Public image

The general public in China may have a pre-existed negative connotation towards for-profit private schools
and tend to view them as profit seekers rather than quality education services providers. Although we do not
agree with such view and believe that being a for-profit private school does not mean that the quality of the
education services will be compromised. On the contrary, for-profit private schools have a higher incentive to
continuously improve the quality of the education services they offer so that they can survive and thrive in the
competition. However, it takes time for the general public to change their pre-existed perception.

Re-registration procedures

According to the 2016 Decision and the Classification Registration Rules, if an existing school chooses to
re-register as a for-profit school, it will have to go through a series of procedures, including carrying out financial
liquidation, clarifying the ownership of properties including lands, school buildings and accumulated operating
profits with the relevant government authorities at or below provincial level and other relevant institutions,
paying relevant taxes and fees, applying for a new permit for operating private school, and going through
re-registration before starting to operate as a for-profit private school. The 2016 Decision and the Classification
Registration Rules designated the provincial governments to formulate the detailed rules relating to the
re-registration of an existing school as a for-profit or non-profit private school, however, as of the Latest
Practicable Date, the governments of the provinces where our universities and training schools are located have
not formulated detailed rules that could provide sufficient and concrete guidance on such re-registration. The
2016 Decision and the Classification Registration Rules require a financial liquidation in the case of re-
registering an existing private school as for-profit, but no further implementation rules have been promulgated

with respect to such financial liquidation.
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Draft Amendment to the Implementation Regulation

On 10 August 2018, the MOIJ published the Draft Amendment to the Regulations on the Implementation of
the Law for Promoting Private Education of the PRC (for Consultation) ( €H#E A R IR R H0E (2 14 F i i
BIIEFTHZR) (23FF)) ) (the “Draft Amendment to the Implementation Regulation™) to solicit comments
from the general public. In a nutshell, the Draft Amendment to the Implementation Regulation further promotes
the development of private education by clarifying the preferential treatment in terms of tax and land acquisition
enjoyed by private schools. The Draft Amendment to the Implementation Regulation also provides a more
detailed regulation on private schools. For example, (i) transactions between a private school and its related
parties should follow the principles of transparency, fair and justice; disclosure mechanisms for such transactions
should be established and agreements between a non-profit private school and its connected parties involving
material interests or relating to long-term and recurring transactions should be reviewed and audited by the
relevant government authorities with respect to necessity, legitimacy and compliance, (ii) the registered capital of
a for-profit private school providing formal higher education should be no less than RMB200 million; and (iii)
“private education service providers that operate private schools as an education group” (“4EHfL##£) are not
allowed to obtain control over non-profit private schools through merger and acquisition, franchise, and

contractual arrangement.

If the Draft Amendment to the Implementation Regulation is promulgated by the State Council in its
current form, it is highly likely that according to (i) above, our Contractual Arrangements will be regarded as
connected transactions of our private schools and we may incur substantial compliance costs for establishing
disclosure mechanisms and undergoing reviewing and audit by the relevant government authorities. In reviewing
and auditing our agreements, government authorities may require us to modify our Contractual Arrangements in
a way that adversely affect our school operations. Government authorities may also find that one or more
agreements under our Contractual Arrangements do not comply with applicable PRC Laws and may subject us to
severe penalties, resulting in material adverse impact on our operations and financial condition. Regarding
(ii) above, we may be required to increase the registered capital of Foshan University from RMB158.40 million
to RMB200 million or above if we choose to register Foshan University as a for-profit private school. Both
Dalian University and Chengdu University have a registered capital of over RMB200.0 million. In terms of (iii)
above, even if we are eventually regarded as “private education service providers that operate private schools as
an education group” and are not grandfathered under the Draft Amendment to the Implementation Regulation,
we do not expect that there will be non-compliance issues as we intend to, subject to changes in relevant laws and
regulations that may have a material effect on the education industry, register our three universities as for-profit
private schools. We do not believe our school operations will be materially and adversely affected by our
intended election in the future to register our three universities as for-profit private schools, due to the reasons
discussed above, i.e. our universities have been paying income tax at the rate of 25% and paid fees for the land
we acquired from government. The relevant competent authorities confirmed in our interviews with them that our
three universities can choose to re-register either as for-profit or non-profit schools at our own discretion. We are
not aware of any conditions that may preclude any of our three universities from choosing to re-register as for-
profit private schools. We also do not believe our school operations will be materially and adversely affected by
our intended election to register our training schools established prior to 2016 Decision as for-profit private
schools because our training schools have not been enjoying the preferential tax treatment applicable to public
schools, nor did our training schools obtain allocated land from government authorities.
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As of the Latest Practicable Date, the amendment to the Regulations on the Implementation of the Law for
Promoting Private Education of the PRC has not been promulgated yet, nor is there a clear timetable for the
promulgation. There are substantial uncertainties as to when it will be promulgated and whether it will be

promulgated in the current form.

Since the 2016 Decision and all related implementation rules do not provide a sufficient guidance for
potential issues we may encounter in making for-profit / non-profit election, we are unable to comprehensively
and thoroughly assess the potential impacts of for-profit / non-profit election on our school operations. As a
result, we had not yet made any decision in electing for-profit or non-profit status in the re-registration of our
universities as of the Latest Practicable Date except in the case of Chengdu University where provincial rules
require us to report our decision by 1 September 2020. We will closely monitor the promulgation of new
regulations regarding the detailed guidance on for-profit / non-profit election and seek legal advice before
making the decision on the election of for-profit or non-profit status for Dalian University and Foshan University
after a thorough and detailed analysis on all potential issues associated with the re-registration. We have duly
reported to the Education Department of Sichuan Province our decision to re-register Chengdu University as a
for-profit private school and will complete the relevant procedures by 1 September 2023. We have decided to
register all our training schools established prior to 2016 Decision as for-profit schools and will work actively to
complete the re-registration procedures following timelines set by relevant provinces and under the instruction of
relevant competent authorities. We will update our Shareholders and investors in this regard by way of disclosure

in announcement and/or annual/ interim reports, as and when appropriate.

For risks relating to our business as a result of changes in laws and regulations, see “Risk Factors — Risks
relating to our business and our industry — We are subject to uncertainties brought by the recent developments
of PRC Laws relating to private education” of this document.

COMPETITION

The education services market in China is rapidly evolving, highly fragmented and competitive. According
to the Frost & Sullivan Report, the number of private higher education institutions in China was approximately
749 as of 31 December 2018. In 2018, students attending private higher education institutions accounted for
approximately 21.0% of the total number of students enroled in higher education institutions in China.
Competition in the private higher education industry is primarily based on brand recognition, the scope and
quality of education programmes, graduate employment rate, student quality, experience and skills of the
management team, and the ability to attract and retain qualified teachers. We expect the competition in the
private education market to persist and intensify. Some of our existing and potential competitors, especially
public universities, have governmental support in the form of government subsidies and other payments or fee
reductions. Our competitors may devote greater resources, financial or otherwise, than we can to student
recruitment, campus development and brand promotion, and respond more quickly than we can to changes in
student demands and market needs. See “Risk Factors — Risks relating to our business and our industry — We
face intense competition in the PRC higher education industry, which could lead to adverse pricing pressure,
reduced operating margins, loss of market share, departures of qualified employees and increased capital

expenditures” and “Industry Overview” in this document for more information.
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CUSTOMERS AND SUPPLIERS

Our customers

Our customers primarily are our students. For our education resources and apprenticeship programme, our
customers primarily include universities/colleges, vocational schools, companies, and government agencies. In
2017, 2018, 2019 and the three months ended 31 March 2020, the percentage of revenue from sales of goods or
rendering of services attributable to our five largest customers combined is less than 30% of our total revenue in

each corresponding period.

Our suppliers

Our suppliers primarily comprise landlords that lease properties to us for our school operations,
construction companies for building campus facilities, property management service providers, electronic
equipment providers, and software developers. Some of them are our related parties. In 2017, 2018, 2019 and the
three months ended 31 March 2020, purchases from our five largest suppliers amounted to RMB103.5 million,
RMB90.9 million, RMB81.3 million and RMB21.2 million, respectively, which represented 35.9%, 34.7%,
17.3% and 25.1% of our total purchases from all suppliers in the respective periods. During the same periods,
purchases from our single largest supplier amounted to RMB39.7 million, RMB38.8 million, RMB39.1 million
and RMB9.6 million, respectively, which represented 13.8%, 14.8%, 8.3% and 11.4% of our total purchases
from all suppliers in the respective periods. Our single largest supplier during the Track Record Period is a
company that offers property leasing and property maintenance services. During the Track Record Period, this
company leased properties and provided property maintenance services to Dalian University. These properties

are used by Dalian University as student dormitories and student service centre.

The following tables set forth a summary of our top five suppliers during the Track Record Period.

For the year ended 31 December 2017

Years of % total
& Supplier Principal business activities relationship  purchases
1. A property leasing and Computer software and hardware development and Since 2002  13.8%
property maintenance sales, technical services and system integration;
company (“Interested computer information systems, communication
Supplier A”) technology, software development technology
consulting; real estate development, property
leasing and maintenance; property management;
parking lot operation; among others
2. A steel structure engineering  Civil engineering, building construction, Since 2017  9.6%

company in Shenyang decoration engineering design, steel structure
design, manufacturing and engineering

construction
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For the year ended 31 December 2017

Years of % total
Supplier Principal business activities relationship purchases
An education consulting Education planning, education service consultation Since 4.6%
company in Foshan 2014
A computer technology Technology development and sales of computer Since 4.0%
company in Dalian software and auxiliary equipment; education 2016
(“Interested Supplier B”) consulting services; information technology
consulting services; project investment; entrusted
asset management; property management
A power supply company in ~ Power supply, power management; installation and Since 3.9%
Dalian maintenance of power facilities 2001
For the year ended 31 December 2018
% total
Supplier Principal business activities Years of relationship purchases
A property leasing and Computer software and hardware Since 2002 14.8%
property maintenance development and sales, technical
company (Interested services and system integration;
Supplier A) computer information systems,
communication technology, software
development technology consulting; real
estate development, property leasing and
maintenance; property management;
parking lot operation; among others
An education consulting Education planning, education service Since 2014 6.0%
company in Foshan consultation
A property service company  Property management; parking Since 2002 5.3%
(“Interested Supplier C”) management services; greening
management, architectural decoration,
engineering design and construction,
among others
A construction company in Civil engineering construction, indoor Since 2005 4.4%
Dalian and outdoor decoration construction
A power supply company in ~ Power supply, power management; Since 2001 4.3%

Dalian

installation and maintenance of power

facilities
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For the year ended 31 December 2019

% total
Supplier Principal business activities Years of relationship purchases

A property leasing and Computer software and hardware Since 2002 8.3%
property maintenance development and sales, technical
company (Interested services and system integration;
Supplier A) computer information systems,

communication technology, software

development technology consulting; real

estate development, property leasing and

maintenance; property management;

parking lot operation; among others
A power supply company in ~ Power supply, power management; Since 2001 2.6%
Dalian installation and maintenance of power

facilities
A property service company  Property management; parking Since 2002 2.4%
(Interested Supplier C) management services; greening

management, architectural decoration,

engineering design and construction,

among others
An education consulting Education planning, education service Since 2014 2.0%
company in Foshan consultation
A training centre in Foshan Cultural art training (including self- Since 2018 1.9%

taught examination counselling and

adult education counselling)

For the three months ended 31 March 2020
% total
Supplier Principal business activities Years of relationship purchases

A property leasing and Computer software and hardware Since 2002 11.4%
property maintenance development and sales, technical
company (Interested services and system integration;
Supplier A) computer information systems,

communication technology, software

development technology consulting; real

estate development, property leasing and

maintenance; property management;

parking lot operation; among others
A property service company  Property management; parking Since 2002 4.4%

(Interested Supplier C)

management services; greening
management, architectural decoration,
engineering design and construction,
among others

— 220 —



BUSINESS

% total
& Supplier Principal business activities Years of relationship purchases
3 A training centre in Foshan Cultural art training (including self- Since 2018 3.6%
taught examination counselling and
adult education counselling)
4 A power supply company in ~ Power supply, power management; Since 2001 3.4%
Dalian installation and maintenance of power
facilities
5 . A property service company  Property management Since 2017 2.3%
in Guangdong

From 2017 to 2019, except as disclosed in this paragraph, to the best of our knowledge and as at the Latest
Practicable Date, none of our Directors, their respective close associates, or any Shareholders (which to the best
of our Directors’ knowledge held more than 5% of our Company’s issued share capital), had any interest in our
five largest suppliers: (a) Neusoft Holdings (a Controlling Shareholder) held a majority interest in one supplier
(i.e. the Interested Supplier B identified in the tables above); (b) Dr. J. Liu (our Chairperson, Director and a core
founding member of our Group) and his close associates held indirectly more than 30% interest in Neusoft
Holdings, which in turn held a majority interest in one supplier (i.e. the Interested Supplier B identified in the
tables above); (c) Dr. Wen and Mr. Rong was each interested in one supplier (i.e. the Interested Supplier B
identified in the tables above) through their minority interest in the supplier’s majority shareholder; (d) Alpine
Electronics held an interest in one supplier (i.e. the Interested Supplier B identified in the tables above) through
its minority interest in Neusoft Holdings; and (e) Century Bliss (a substantial shareholder under the SFO) and its
ultimate controlling shareholders, collectively (i) held, through a trust arrangement (as well as through a minority
indirect interest), an interest in a company that controlled the entire interest in two suppliers (i.e. the Interested
Supplier A and the Interested Supplier C identified in the tables above), and (ii) an interest in one supplier
(i.e. the Interested Supplier B identified in the tables above) through its minority interest in Neusoft Holdings.

For the three months ended 31 March 2020, except as disclosed in this paragraph, to the best of our
knowledge and as at the Latest Practicable Date, none of our Directors, their respective close associates, or any
Shareholders (which to the best of our Directors’ knowledge held more than 5% of our Company’s issued share
capital), had any interest in our five largest suppliers: Century Bliss (a substantial shareholder under the SFO)
and its ultimate controlling shareholders collectively held, through a trust arrangement (as well as through a
minority indirect interest), an interest in a company that controlled the entire interest in two suppliers (i.e. the
Interested Supplier A and the Interested Supplier C identified in the tables above).

The identity of the Interested Supplier B is Dalian Neusoft Ruichuang Technology Development Co., Ltd.,
a wholly-owned subsidiary of Tianjin Ruidao. This interested supplier became our subsidiary after our
acquisition of Tianjin Ruidao in March 2020.

INTELLECTUAL PROPERTY

As of the Latest Practicable Date, we had 37 registered trademarks and eight trademark applications, 16

patents, 163 software copyright, one artwork copyright and 44 domain names in mainland China that are material
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to our business operations. In addition, as of the Latest Practicable Date, we had nine trademarks registered in
Hong Kong. The registered owner of the trademark “Neusoft” or “H#k” is Neusoft Corporation. We are

TR

authorised by Neusoft Corporation to operate our business under the name of “Neusoft” or “Hi#k” on a royalty

free basis. See “Statutory and general information” in Appendix V to this document for more information.

During the Track Record Period and up to the Latest Practicable Date, we had not been subject to any
intellectual property infringement claims that had any material impact on our business. See “Risk Factors —
Risks relating to our business and our industry — We may face disputes from time to time relating to the
intellectual property rights of third parties” in this document.

AWARDS AND RECOGNITION
We have received many awards and recognition since our establishment in recognition of the quality of
education we provide and the outstanding achievements of our students. The following table sets forth some of

the awards and recognition we received:

Year Award / Accreditation Awarded entity Awarding organisation

2003  First Batch of 35 Model Software Vocational Dalian University  MOE
Technical Institutes in China (2 & #t35 Arn
G PERRAT I SEH AT E2 b))

2003  First Batch of 35 Model Software Vocational Chengdu University MOE
Technical Institutes in China (& & #t35 frn
MR IRRSE BT B )

2004  First Batch of Model Software Institutes in Foshan University ~ Department of Education of
Guangdong Province (% 5 & 1 b7 i e 122 Guangdong Province
Be)

2005  First prize of “National Teaching Achievement  Dalian University =~ MOE
Award” (B R FE AL 48)

2005 National Base for Nurturing Skill-Oriented Foshan University =~ Department of Education of
Professionals in Short Supply on Computer Guangdong Province
Application and Software Technology (B %l
SRR R Y B {1 3T S S B TR Bl A A B ) 5

i)

2009  Second prize of “National Teaching Dalian University = MOE
Achievement Award” (12 5 5} 2052 i 48 )

2013  National Vocational College Employment Foshan University ~ China Youth Daily

Competitiveness Demonstration School (45
SRR T S R )
2012-  Seven majors were ranked among top three in Dalian University =~ The Educational Department of
2014  the evaluation of major offerings among all Liaoning Province
undergraduate universities in Liaoning province
(%25 TH o) T A A A o ) SRS (B P LA
HEEPRA T =)

— 222 —



BUSINESS

Year

2016

2016

2017

2017

2016-
2019

2019

2019

2019

Award / Accreditation

Awarded entity

Awarding organisation

Pilot University in Sichuan Province in the
Reform of the Overall Transformation and
Development of Undergraduate Colleges (V4)1]
BB e A B T % 2 A )

First Batch of 50 Colleges and Universities in
China with Exemplary Experience in
Innovation and Entrepreneurship (2B &5 #t50
JIT R A S R AL R %)

First Batch of Model Universities in Liaoning
Province Transforming to be Universities of
Applied Science (BUEEH &4t 1] [ 1 R 4 /R 63
L)

First 99 Model Universities Nationwide that
Deepen the Reform of Innovation and
Entrepreneurship Education (2 %599 g
AL AIH A SEHBE SO R R A%

Ranked No.7 in 2016, No.8 in 2017, and No.5
in 2018 and 2019 in Wushulian China Private
Universities in Comprehensive Strength (##
R R AL S E T HATRS)

Ranked No.1 in the “Teachers Teaching
Development Index™ (B H B M8 37 B b 2 Fifi 52
¥EJE4E 20 among all private universities
(inclusive of independent colleges) in China
Nine majors were recognised as
provincial-level first-class undergraduate
education demonstration programmes (& 8 — i
ARBERFEEE)

Three bachelor degree programmes were
included in the list of national-level first-class
bachelor degree programmes and another six
bachelor degree programmes were included in
the list of provincial-level first-class bachelor
degree programmes in 2019 (20194 /% B 5 4} Al
B IAB B AR, ranking No. 1 among
all private universities (inclusive of independent
colleges) in China in terms of the number of
majors included in the list of national-level first-
class bachelor degree programmes

Chengdu University The Education Department of

Dalian University

Dalian University

Dalian University

Dalian University

Dalian University

Dalian University

Dalian University
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Year Award / Accreditation Awarded entity Awarding organisation
2019  Three bachelor degree programmes were Chengdu University MOE
included in the list of provincial-level first-class
bachelor degree programmes
2019  Provincial-level University Science Park (#4&  Dalian University ~ Department of Science &
KEFHZ ), being the first provincial-level Technology of Liaoning
university science park constructed by a private Province, The Educational
university in Liaoning province Department of Liaoning
Province
2019 Most Beautiful Campus of Liaoning Province Dalian University =~ The Educational Department of
(EERFEKF) Liaoning Province
2019  Neusoft Education Technology Group was Our Group Xinhuanet (#r#E4H)
recognised by Xinhuanet (B #E4Y) as
“Comprehensive Strength Education Group”
2020 Ranked No.1 according to “Analysis Report on  Dalian University =~ China Association of Higher
National Teachers’ Teaching Contests (2012- Education (9 /5 %405 24 6r)
2019)" (4B 18 = A R 5 8 0 AT ik
#(2012-2019)) among all private universities
(inclusive of independent colleges) in China for
three consecutive years from 2017 to 2019
2020  Our three universities were included as top 100 Our three Ruanke (##})
private universities among all universities in universities
China by Ruanke (#F}) in 2020 and Dalian
University ranked fifth among all private
universities in China
EMPLOYEES

As of 31 December 2017, 2018, 2019 and 31 March 2020, we had 2,263, 3,169, 2,381 and 2,894

employees, respectively. As of 31 March 2020, 1,304 of our employees were based in Liaoning province, 604 of

our employees were based in Sichuan province, 613 of our employees were based in Guangdong province and

the rest were based in other provinces. The following table sets forth the total number of employees by function
as of 31 March 2020:

Function

Full-time teachers(®
Engineers®
Research and development®
Management and administrative staff®
Sales and marketing

Total

— 204 —
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................................................. 125 43

Number of employees % of total
1,416 48.9
472 16.3
126 4.4
2,894 100.0
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Notes:
) Include 1,318 full-time teachers in our three universities and 98 full-time teachers in Tianjin Ruidao.

@ 295 of our engineers, research and development staff, and management and administrative staff also serve as part-time teachers in our

schools. In addition, we have an additional 557 part-time teachers.

Each of our three universities has established a labour union. Employees of each school may join the labour

union voluntarily. During the Track Record Period, we did not experience any material labour disputes.

We believe the quality of our education is strongly tied to the quality of our teachers. We have
implemented training and recruitment policies in order to uphold the quality of our teachers. See “— Our

teachers” for details of our training and recruitment policies for our teachers and other educational staff.

As required by PRC Laws, we participate in the employee social security plan administered by local
governments. Such plan consists of housing provident fund and social insurances comprising pension, medical
insurance, work-related injury insurance, maternity insurance and unemployment insurance. In addition, we

provide additional benefit to our employees by making voluntary contributions to annuity for our employees.

As advised by our PRC Legal Adviser, employers in China are required under the Interim Measures for
Participation in the Social Insurance System by Foreigners Working within the Territory of China (7£ 5 Bl5g A 5t 21
SN NS e IR AT HEE) to participate in and make contributions to the social insurance plan for their foreign
employees. Historically, we failed to make contributions to the social insurances for our foreign employees. As of
31 March 2020, the aggregate amount of contribution that we had not made for our foreign employees was RMB3.3
million. We started to make contributions for our foreign employees in early 2019. Our PRC Legal Adviser advises us
that relevant authorities may require us to pay, within a prescribed period of time, the overdue contributions and the late
payment penalty at the daily rate of 0.05%, and if we fail to make the overdue contributions within the prescribed period
of time, a fine ranging from one to three times as much as the amount of overdue contributions may be imposed. As of
31 March 2020, the maximum amount of penalties in relation to our failure to make contributions to the social
insurances for our foreign employees was a late payment penalty of RMB1.7 million. If we are required to pay the
overdue contributions within a prescribed period of time and we fail to do so, we will be subject to a fine ranging from
RMB3.3 million to RMB9.8 million on top of the late payment penalty aforementioned. As of the Latest Practicable
Date, we were not required by relevant competent authorities to pay the overdue contributions and the late payment
penalty. As of 31 March 2020, we had made provisions for the overdue social insurances contributions and late payment
penalty of RMBS5.0 million so that we would be able to meet the competent authorities’ request for payments just in case
we are required to do so in the future.
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PROPERTIES

Owned properties

Land

As of the Latest Practicable Date, we had obtained the land use right to 41 parcels of land in the PRC with

a total gross site area of approximately 1,484,812.73 square metres. The following table sets forth a summary of

the land use right owned by us as of the Latest Practicable Date:

10.

11.

12.

13.

14.

15.

Land use right Gross site
owner Location area (sq.m.) Permitted use Expiry date

Dalian University ~Ganjingzi District, 62,190.7 Education 27 May 2051
Dalian

Dalian University ~Ganjingzi District, 125,806.9  Education 27 May 2051
Dalian

Dalian University Ganjingzi District, 60,018.8 Education 19 July 2052
Dalian

Dalian University Ganjingzi District, 85,422 Education 27 May 2051
Dalian

Dalian University Ganjingzi District, 24,665.8 Science and education 27 May 2051
Dalian

Dalian University =~ Ganjingzi District, 31,992 Science and education 27 May 2051
Dalian

Dalian University Lvshunkou District, 76,936.10  Science and education 26 November 2068
Dalian

Dalian University Lvshunkou District, 152,622.80 Science and education 26 November 2068
Dalian

Chengdu Qingchengshan Town, 395,056.50 Scientific research and 1 January 2053

University Dujiangyan design, education

Chengdu Qingchengshan Town, 132,158.33 Commerce 4 December 2059

University Dujiangyan

Chengdu Qingchengshan Town, 63 Residence 1 August 2075

University Dujiangyan

Chengdu Qingchengshan Town, 62.83 Residence 1 August 2075

University Dujiangyan

Chengdu Qingchengshan Town, 62.88 Residence 31 July 2075

University Dujiangyan

Chengdu Qingchengshan Town, 62.91 Residence 1 August 2075

University Dujiangyan

Chengdu Qingchengshan Town, 62.83 Residence 1 August 2075

University Dujiangyan
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No.

16.

17.

18.

19.

20.

21.

22.

23.

24.

25.

26.

27.

28.

29.

30.

31.

32.

33.

34.

35.

Land use right Gross site

owner Location area (sq.m.) Permitted use Expiry date
Chengdu Qingchengshan Town, 62.83 Residence 1 August 2075
University Dujiangyan
Chengdu Qingchengshan Town, 62.83 Residence 1 August 2075
University Dujiangyan
Chengdu Qingchengshan Town, 62.85 Residence 1 August 2075
University Dujiangyan
Chengdu Qingchengshan Town, 62.83 Residence 1 August 2075
University Dujiangyan
Chengdu Qingchengshan Town, 69.31 Residence 1 August 2075
University Dujiangyan
Chengdu Qingchengshan Town, 62.85 Residence 1 August 2075
University Dujiangyan
Chengdu Qingchengshan Town, 63.14 Residence 1 August 2075
University Dujiangyan
Chengdu Qingchengshan Town, 63.14 Residence 1 August 2075
University Dujiangyan
Chengdu Qingchengshan Town, 69.31 Residence 1 August 2075
University Dujiangyan
Chengdu Qingchengshan Town, 69.87 Residence 1 August 2075
University Dujiangyan
Chengdu Qingchengshan Town, 63.11 Residence 1 August 2075
University Dujiangyan
Chengdu Qingchengshan Town, 62.91 Residence 1 August 2075
University Dujiangyan
Chengdu Qingchengshan Town, 62.88 Residence 1 August 2075
University Dujiangyan
Chengdu Qingchengshan Town, 62.88 Residence 1 August 2075
University Dujiangyan
Chengdu Qingchengshan Town, 63.21 Residence 1 August 2075
University Dujiangyan
Foshan Nanhai District, Foshan ~ 33,333.4 Research facility 11 December 2052
University
Foshan Nanhai District, Foshan  14,351.7 Scientific research and 19 July 2050
University design
Foshan Nanhai District, Foshan  49,804.4 Science and Education 11 November 2062
University
Foshan Nanhai District, Foshan 116,576.5  Science and Education 14 August 2056
University
Foshan Nanhai District, Foshan  12,448.2 Research facility 11 June 2052
University
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Land use right Gross site

& owner Location area (sq.m.) Permitted use Expiry date

36. Foshan Nanhai District, Foshan  3,609.2 Research facility 11 June 2052
University

37. Foshan Nanhai District, Foshan 17,026.4 Research facility 11 June 2052
University

38. Foshan Nanhai District, Foshan  2,494.3 Science and education 2 December 2063
University

39. Foshan Nanhai District, Foshan 14,000 Science and education 23 September 2052
University

40. Foshan Nanhai District, Foshan  68,089.5 Research facility 11 June 2052
University

41. Foshan Nanhai District, Foshan  4,930.8 Research facility 11 June 2052
University

Potential idle land issue

Foshan University acquired five parcels of land with a total site area of 49,929.80 square metres adjacent to
different parts of the existing campus from October 2006 to December 2013. The five parcels of land were
acquired to expand the campus size and to better connect different parts of the campus so that our students and
teachers are able to study and live in the campus more conveniently. We have not yet constructed any buildings
on the five parcels of land mainly because the general conditions of the five parcels of land such as irregular
shape are not ideal for development, but we have formulated a plan to establish a teaching and research building
on one of the five parcels of land that is relatively more suitable for development together with the land adjacent
to it. We have applied for approval from government authorities to start the construction and expect to obtain the

construction permit in early 2021.

As advised by our PRC Legal Adviser, pursuant to Measures for Disposal of Idle Land promulgated by the
Ministry of Land and Resources in 2012, a parcel of land may be regarded as idle land by relevant government
authorities if the land use right owner of the land fails to commence land development within one year after the
land development date set forth in the land use right transfer agreement. Local land and resources authorities are
required to go through a series of procedures, such as issuing a written investigation notice before starting the
investigation, issuing a written decision if the relevant authorities consider that a parcel of land should be
regarded as idle land, and issuing a written decision if relevant government authorities are of the view that idle
land fee should be charged to the land use right owner after going through relevant approval procedures. The idle
land fee to be charged equals to 20% of the price paid by the initial purchaser acquiring land from government. If
the idle land remains undeveloped for two years, local land and resources authorities may confiscate the land use
right without compensating the land use right owner after going through relevant approval procedures and issuing

a written decision in relation to the confiscation.

As of the Latest Practicable Date, we had not received any investigation notification and, to the best of the

knowledge of our Directors, local land and resources authorities having jurisdiction over Foshan University had
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not started any investigation procedure, nor did relevant land and resources authorities, either orally or in writing,
require us to commence the development forthwith, pay idle land fee, or confiscate the land. In June 2019, we
received a certification letter issued by the competent local government authority having jurisdiction over Foshan
University certifying that Foshan University had not been penalised by local land resources authorities due to a
violation of relevant laws and regulations relating to land resources administration since 1 January 2014. In
September 2019, the same government authority further issued a letter to Foshan University certifying that the
four parcels of land which we currently have no plan to develop are not ready for development. Based on the
above, our PRC Legal Adviser is of the view that the risk of these four parcels of land being regarded as idle land
and thus being subject to idle land fees or land confiscation is relatively low. Our Controlling Shareholder,
Neusoft Holdings, has also agreed to provide an indemnity in favour of us with respect to any loss we may suffer
in connection with such idle land fees and/or confiscation of the land. Our Directors are satisfied that Neusoft
Holdings is financially capable of honouring such indemnity. Based on (i) our PRC Legal Adviser’s view above,
(ii) the certification letters we received from the competent government authority, (iii) the fact that the amount of
idle land fee that would be charged based on our estimation is approximately RMBO.2 million, representing only
0.02% of our total revenue in 2019, and (iv) the fact that we have obtained an indemnity from our Controlling
Shareholder, our Directors are of the view that the risk that the five parcels of land are regarded as idle land is
low and Foshan University’s business operations and results of operations would not be materially and adversely

affected even if the five parcels of land were to be regarded as idle land by the relevant government authorities.

In order to prevent similar situation from happening again, we have put in place an internal policy, the

main provisions of which are summarised as follows:

(i) At the university level: if it is necessary to acquire additional land based on each university’s
development plan, extensive discussions and analysis shall be performed among logistics department,
finance department, legal department, among other departments, at each university, regarding the
location, site area, total costs, and future development plans, as well as other important factors in
relation to the acquisition. After the discussion and analysis, a report of feasibility study shall be
formulated by the financial director, logistic department director and the director of the principal’s
office and approved by the principal of each university. The proposed acquisition may then be

submitted to the Group level for approval.

(i) At the Group level: the Group shall organise meetings among the chief financial officer of the Group
and the directors of various functional departments including the finance department, the general
management department, the legal department, and the industrial management department to review
the acquisition plan.

° The industrial management department of the Group shall (a) review the acquisition plan from
a professional view regarding the particulars of the land to be acquired, future development
plan and the construction plan, (b) conduct an onsite inspection, and (c) put forward opinions

or suggestions regarding the acquisition;

° The finance department of the Group shall conduct an analysis on the budget of the acquisition,
acquisition price, total costs, payment schedule, funding sources, potential financing activities,
among other important factors;
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° The legal department of the Group shall review the acquisition plan from legal and compliance
perspective, join the negotiation of the contract terms and seek legal advice from outside

counsel when necessary.

(iii) The chairperson of the Board and the president of the Group will decide whether to approve the
acquisition plan based on the above analysis and opinions of various departments and submit to the
Board or shareholders meeting for further approval depending on the total amount of consideration

for such acquisition plan. The acquisition shall not proceed before the Group’s approval.
Buildings

As of the Latest Practicable Date, we owned 105 buildings with a total gross floor area of 595,806.02
square metres on the 41 parcels of land mentioned above. All of these buildings have been designed for
education-related purposes such as classroom building, dormitory, research and development, and recreational

facilities for students and teachers.

All of the above owned properties are used for non-property activities as defined under Rule 5.01(2) of the

Listing Rules. See “Property valuation report” in Appendix III to this document for more information.
Leased properties

As of the Latest Practicable Date, we had leased 86 properties with an aggregate gross floor area of
approximately 302,235.7 square metres for our business operations, consisting of 68 properties leased from
Independent Third Parties and 18 inter-group leases.

As of the Latest Practicable Date, the lease agreements for 32 leased properties have expired. We are
negotiating with the relevant landlords on the renewal of the lease of such properties, pending which the relevant
landlords allow us to continue occupying and using these properties. Based on the good cooperation relationship
between the landlords and us, we believe that there is no impediment to the renewal of such leases.

Two properties with a total floor area of 1,553.79 sq.m., representing 0.51% of the aggregate gross floor
area of our leased properties, leased by our subsidiaries from Independent Third Parties as classrooms and offices
for our short-term training services are subject to fire control filing procedure requirements, have completed the
fire control filings at the construction stage, but did not complete such procedures at the renovation stage.
Pursuant to relevant laws and regulations, renovation is subject to fire control filing procedures if both the floor
area and the renovation cost exceed the relevant thresholds, and where a property is put into use without
completing fire control filing procedures, we may be ordered to make rectifications within a specified time limit
and be imposed a fine of no more than RMBS5,000.

Before leasing these properties, the relevant members of the Tianjin Ruidao group, as tenants (‘“Tenants”),
had deployed employees with construction expertise to inspect the properties, to ensure that the premises are safe
for use by students and teachers and there is no safety risk. No fire control filings for the renovation of these
properties were made because the management of the relevant Tenants were not familiar with the relevant
regulatory requirements and mistakenly believed that fire control filings are only required to be made in the
construction stage.
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Following the acquisition of Tianjin Ruidao in March 2020, we engaged an independent third-party
professional institution to conduct a fire control assessment and such professional third-party concluded that
these properties comply with relevant fire control requirements required by PRC laws and regulations and are
suitable, from fire control perspective, for being used to carry out teaching activities. The third-party professional
institution engaged by us is a company with fire control testing and fire control safety assessment as its principal
business and holds a qualification certificate of inspection and testing agencies issued by Liaoning Bureau of
Quality and Technical Supervision. According to the Administrative Measures on the Accreditation of Inspection
and Testing Institutions ( Rt &R E B #HEL) ), which became effective on 1 August 2015, a
provincial (instead of national) bureau of quality and technical supervision shall be responsible for the
accreditation of inspection and testing institutions. Our PRC Legal Adviser confirms that the independent third-
party professional institution has obtained the requisite approvals for conducting fire control assessment and is
the competent institution to give the above-mentioned conclusion.

Given the measures we have taken above, our Directors believe that the risk that relevant schools are not
allowed to use the affected properties and have to relocate to other premises is remote. However, if in the event
that the relevant leased property is not allowed to be used by the relevant school and relocation is required,
operations of that particular school would be negatively affected to a certain extent. Nevertheless, if any
relocation is required, our Directors believe that the affected schools will be able to lease and relocate to other
premises without significant disruptions. As such, failure to make fire control filings for certain leased properties

at the renovation stage would not have any material adverse impact on our overall operations.

In response to the non-compliances, we have formulated and issued a set of management measures on
property leasing, which stipulates the specific legal requirements in respect of fire control in the case of leased
properties and aims to prevent the reoccurrence of the non-compliances in relation to fire control safety of leased

properties. See “— Internal control and risk management — Internal control.”

With respect to three properties with a total floor area of 1,248 sq.m. leased by our subsidiaries,
representing 0.41% of the aggregate gross floor area of our leased properties, the landlords of these properties are
unable to provide relevant documents proving that they have the right to lease these properties to us. All of these
properties are leased from Independent Third Parties. As advised by our PRC Legal Adviser, there is uncertainty
with respect to the validity of the lease agreements with respect to these properties. If our landlords have no right
to lease such properties to us, our use of these properties may be challenged by third parties who have the actual
right to lease these properties. In addition, as the landlords of these properties did not provide relevant title-
related documents, we are unable to confirm that our current use of these properties are in line with their
prescribed usage. In either case, we may not be able to continue to use these leased properties and have to
relocate to other premises. These properties are used as teachers’ apartments, dormitories or storage facilities.
Should our use of such leased properties be adversely affected, our Directors believe that we will be able to lease
and relocate to alternative premises without significant disruption. Based on the above, our Directors are of the
view that the defect of the leased properties discussed under this paragraph would not have any material adverse

impact on our operations as a whole.

The lease agreements with respect to all of the properties we leased for our business operations have not

been registered with the relevant PRC government authorities. As advised by our PRC Legal Adviser, failure to
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register such lease agreements with relevant PRC government authorities does not affect the effectiveness of
those lease agreements, but the relevant PRC government authorities may order us to, within a prescribed time
limit, register the lease agreements. Failure to do so may subject us to a fine ranging from RMB1,000 to
RMB10,000 for each lease agreement. As of the Latest Practicable Date, we had not been ordered by any
government authorities to register any lease agreements. If we were ordered to do so in the future, our PRC Legal
Adviser is of the view that the relevant PRC government authorities will not impose penalties on us if we

complete the registration procedure within the prescribed time limit.

Regulatory requirements relating to the ratio of school site area/building area to the number of students

As advised by our PRC Legal Adviser, our universities are subject to certain requirements in relation to the
prescribed ratio of school site area/building area to the number of students enroled. According to the Basic
Conditions for Operating Higher Education Institutions (Trial) promulgated by the MOE in 2004, for an
engineering higher education institution (LR =% # F HEME), the ratio of teaching and administrative building
area to the number of students enroled should not be lower than 9 sq.m. per student (the yellow card line). As
advised by our PRC Legal Adviser, such ratio is one of the basic school operating condition indicators (FAHFE:
BeAFHEHE), and in the event that one of the basic school operating condition indicators of a university does not
meet the relevant regulatory requirement, the university may receive a yellow card issued by a competent
authority and its student admission may be subject to certain restrictions. As advised by our PRC Legal Adviser,
the ratio of school site area to the number of students enroled is one of the monitoring school operating condition
indicators (% P2 MGAHEE) under such regulation, and such ratio applicable to an engineering higher
educational institution should not be lower than 59 sq.m. per student. Failure to meet such indicator will not

subject a university to any penalty.
The following table sets forth the (i) ratio of teaching and administrative building area to the number of
students enroled; and (ii) ratio of site area to the number of students enroled, for each of our universities as of the

dates indicated:

School year

2016/2017*  2017/2018*  2018/2019*  2019/2020*

Teaching and administrative building area to number of

students
Dalian University ........... ..., 11.91 11.81 14.20 13.48
Chengdu University ..........c..oiiniiiiinnnn. . 13.24 13.21 15.36 14.61
Foshan University ........... ... .. . .. oo, 12.71 12.11 12.35 11.58
Site area to number of students
Dalian University ............ooiiiinniininenn... 41.58 41.23 57.21 54.31
Chengdu University . ..........oouiiniiniiennennen. . 37.09 37.00 37.75 4791
Foshan University ............c.. ... 38.03 36.22 36.91 34.62
* Our school year generally ends in June or July of each year. For the purpose of calculating the number of students in each school year,

we use 31 August 2017, 2018 and 2019 as the cut-off date for the number of students in the 2016/2017 school year, the 2017/2018
school year, and the 2018/2019 school year, respectively, and 31 March 2020 as the cut-off date for the 2019/2020 school year.
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As illustrated in the table above, our Dalian University, Chengdu University and Foshan University did not
comply with the ratio of site area to number of students enroled for each of the school year presented. With a
view to confirm that this would not result in any adverse effect on our university operations, under the assistance
of our PRC Legal Adviser, we consulted the Development Planning Offices (¥/E#1#4&) of the Educational
Department of Liaoning Province, the Education Department of Sichuan Province and the Department of
Education of Guangdong Province on 22 May 2019, 17 June 2019, and 5 March 2019, respectively. During such
consultation, we were given to understand that such situation, to a certain extent, is common in private higher
education institutions, and the ratio of site area to number of students is a monitoring school operating condition
indicator, failure to meet which would not give rise to any penalty or limitations on student enrolment or school
operations. During such consultation, the education authorities confirmed that our universities had passed all
annual inspections conducted by the relevant education authorities during the Track Record Period and as of the
date of such consultation in each province. Each of our universities has also obtained a confirmation from
competent education authorities confirming that there was no record of administrative penalty imposed on these
universities by such education authorities due to any breach of laws. As advised by our PRC Legal Adviser, each
of the Development Planning Offices of the Educational Department of Liaoning Province, the Education
Department of Sichuan Province and the Department of Education of Guangdong Province is the competent
authority to give the relevant confirmation. Based on the foregoing, our PRC Legal Adviser is of the view that
our universities’ failure to meet the ratio of site area to number of students does not constitute a non-compliance

incident.

We endeavour to continuously improve the quality of our education and the ratio of site area to number of
students. We will monitor and adjust this ratio as necessary and where practicable based on the needs of our
increasing student enrolments and our universities’ education plans and activities without compromising the
quality of our existing teaching activities or profitability. We have also taken these ratios into account when
formulating our expansion plans as set out in “— Campus facilities and services — Upgrade and expansion
plans”. We expect that these ratios will be improved as a result of our upgrade and expansion plans in the future.

INSURANCE

Our three universities are covered by school liability insurance, property all risks insurance, and public
liability insurance to safeguard against certain risks and unexpected events in our school operations. Our school
liability insurance generally covers liabilities that shall be borne by the school in accordance with the PRC Laws
if a student suffers personal injury (or property loss in some cases) caused by accidents on campus or during
activities held by or arranged by the school, due to the schools’ failure to fulfil its education and management
duties. Our school liability insurance also covers liabilities that shall be borne by the university in accordance
with the PRC Laws if a student suffers personal injury by a third party on campus or during activities held by or
arranged by the university due to the university’s failure to fulfil its management duties. Property all risks
insurance generally covers all damages and losses of our school properties due to the natural disaster or accidents
except for certain circumstances as specified in the insurance policy. Public liability insurance generally covers
liabilities that shall be borne by the university in accordance with the PRC Laws if a third party suffers personal
injury or property loss within our three universities. In addition, Tianjin Ruidao maintains property all risks

insurance.
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Our Directors believe that our insurance coverage is generally consistent with the industry practise and
provides adequate protection for our assets and school operations. Nevertheless, we cannot assure you that we
will not be exposed to other claims or liabilities not covered by our insurance. See “Risk Factors — Risks

relating to our business and our industry — Our insurance coverage may not be sufficient” for more information.

LICENCES AND PERMITS

Our PRC Legal Adviser has advised us that during the Track Record Period and up to the Latest
Practicable Date, except certain non-compliance matter disclosed in this document, we had obtained all material
licences, permits, approvals and certificates necessary to conduct our operations in all material respects from the
relevant government authorities in the PRC, and such licences, permits, approvals and certificates remained in

full effect for all the universities we operate currently.

The table below sets forth details of our material licences and permits:

Licences/Permit Holder Granting authority Grant date Expiry date

Private school operating Dalian University MOE 2017 2021
licence

Private school operating Foshan University MOE December December 2023
licence 2019

Private school operating Chengdu University  The Education September September 2023
licence Department of 2019

Private school operating
licence

Neusoft Training
School

Sichuan Province
Bureau of Education,
Culture and Sports of
Dalian High-Tech
Industrial Zone

12 December
2019

11 December
2022

Private school operating Tianjin Binhai Administrative 14 August 13 August 2022
licence Newtown Neusoft committee of Tianjin 2019
Ruidao Software Airport Economic
Talent Vocational Area
Training School
Private school operating Shenyang Neusoft Shenyang Hunnan 1 January 31 December
licence Software Talent District Human 2020 2022
Training Centre Resources and Social
Security Bureau
Private school operating Dalian Neusoft Bureau of Education, 8 June 2020 7 June 2023
licence Software Talent Culture and Sports of
Training Centre Dalian High-Tech
Industrial Zone
Private school operating Nanjing Neusoft Nanjing Yuhuatai 12 June 2019 11 June 2023
licence Talent Training District Education
Centre Bureau
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Licences/Permit Holder Granting authority Grant date Expiry date
Private school operating Qingdao West Coast ~ Administrative 24 July 2020 30 April 2023
licence New District Neusoft ~ Vetting Service
Ruidao Software Bureau of Qingdao
Talent Training School Huangdao District
Private school operating Guangzhou Neusoft Human Resources and 9 August 8 August 2021
licence Software Talent Social Security 2019
Vocational Training Bureau of Guangzhou
School Huangpu District
Private school operating Qinhuangdao Neusoft ~Administrative 3 June 2020 2 June 2021
licence Venture School (2  Vetting Bureau of
E5HRHAIZE R ) Qinhuangdao

Qingdao West Coast New District Neusoft Ruidao Software Talent Training School (“Qingdao Training
School”) did not pass the annual inspection for 2017 conducted by the Bureau of Education and Sports of
Qingdao West Coast New District (“Qingdao Education Bureau”) due to a safety risk. Consequently, Qingdao
Training School did not pass the annual inspection conducted by the Qingdao West Coast New District Civil
Affair Bureau (“Qingdao Civil Affair Bureau”) for 2017 and was unable to renew its registration certificate of
private non-enterprise entities when it expired on 30 April 2018. However, Qingdao Training School has
successfully passed the annual inspection conducted by Qingdao Education Bureau and Qingdao Civil Affair
Bureau for 2018 and successfully renewed its registration certificate of private non-enterprise entities in
December 2019. On 7 May 2020, Qingdao Education Bureau issued a certificate to us confirming that Qingdao
Training School’s failure to pass the annual inspection it conducted and the underlying safety risk do not
constitute a material non-compliance or result in an administrative penalty. Qingdao Education Bureau further
confirmed that Qingdao Training School has resolved the safety issue and it will not impose penalties or hold
Qingdao Training School accountable otherwise. On 30 April 2020, Qingdao Civil Affair Bureau issued a
certificate to us confirming that Qingdao Training School’s failure to pass the educational inspection for 2017
was the reason that it did not pass the annual civil affair inspection for the same year, and confirming that no

penalties was ever imposed by it on Qingdao Training School.

HEALTH AND SAFETY MATTERS

We are dedicated to protecting the health and safety of our students. We have on-site medical staff or health care
personnel at each of our universities to handle routine medical situations involving our students except for Foshan
University where there is a hospital nearby. In serious and emergency medical situations, we send our students to local

3

hospitals for treatment. For details of medical care services we provide, see

Campus facilities and services —
Campus services — Medical care services”. With respect to school safety, we have in place a set of school safety and
security measures and a team of security staff at each of our universities. In addition, we hire third-party property
management companies to provide campus security. During the Track Record Period and up to the Latest Practicable
Date, we did not experience any accident, medical situation or safety issue that would have a material adverse effect on

our school operations.
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As of the Latest Practicable Date, our universities had been reopened. We have put in place a series of
precautionary measures to prevent the spread of COVID-19 for our school reopening. Each of our universities
has set up a special pandemic response committee headed by the principal to oversee the overall implementation
of the disease prevention measures. Before entering campus, temperature needs to be checked and a registration
form needs to be filled in. Students’ health profiles need to be recorded and students are requested to report on
whether they were exposed to the virus and they are in good health. Each of our universities has increased the
frequency of disinfection and ventilation at all of the school facilities. In addition to frequent disinfections,
canteens in our campuses are required to implement staggered lunch times and strictly maintain physical
distancing and hygiene standards. Students and teachers are also encouraged to order take away, as opposed to
dine in. Our universities have also stocked up personal protection equipment and other medical stuff for the
purpose of disease prevention. Temporary quarantine facilities have also been set up. We will closely monitor the
development of the pandemic and dynamically adjust our disease prevention and control measures. Starting from
end of June, our training schools gradually resumed offering courses offline. As of the Latest Practicable Date,

our training schools had also implemented similar preventive measures.

As of 30 June 2020, we had incurred approximately RMB1.1 million for taking precautionary measures to
prevent the spread of the COVID-19. As of the Latest Practicable Date, we were not aware of any incidents
where our employees, including our teachers, failed to perform their reporting duty in relation to COVID-19.

If there are any COVID-19 resurgences in the places where we have business operations, we will follow
government’s instructions and resume, when necessary, our previous business arrangements during the spread of
COVID-19 earlier this year, which include, without limitation, (i) offering face-to-face instruction through online
by using our proprietary “Neusoft Blended Teaching Platform”, “Neusoft MOOC Platform” and “Neusoft
Practical Training Project Platform™ as well as other third-party products, and our employees may also have to
follow remote working arrangements; and (ii) communicating with our suppliers, clients and other business
partners to find out feasible alternatives to ensure that existing business cooperation can be continued. In
addition, our business contingency plan includes a set of precautionary measures as mentioned above to maintain
a hygiene working, teaching and living environment. For risks relating to COVID-19 pandemic, see the section
headed “Risk Factors — Risks relating to our business and our industry — Accidents or injuries suffered by our
students or our employees on or outside our school campuses or by other personnel on our school campuses may

adversely affect our reputation and subject us to liabilities” in this document.

ENVIRONMENTAL PROTECTION

Engaging in construction activities in China is subject to environmental protection laws and regulations.
We have been devoting operating and financial resources to environmental compliance in accordance with
relevant PRC Laws. During the Track Record Period and as of the Latest Practicable Date, we complied with the
relevant environmental laws and regulations in China in all material respects and we did not have any incidents
or complaints which had a material adverse effect on our business, financial condition or results of operations
during the same period. During the same period, no material administrative sanctions or penalties were imposed

upon us for the violation of environmental laws or regulations which had an adverse impact on our operations.
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LEGAL PROCEEDINGS AND COMPLIANCE

During the Track Record Period and up to the Latest Practicable Date, we did not experience any material
or systemic non-compliance of the laws or regulations, which taken as a whole, in the opinion of the Directors,
are likely to have a material adverse effect on our business, financial condition or results of operations. During
the same periods, we also did not experience any non-compliance of the laws or regulations, which taken as a
whole, in the opinion of the Directors, reflects negatively on the ability or tendency of our Company, the
Directors or our senior management, to operate our business in a compliant manner. Our PRC Legal Adviser is of
the opinion that we had complied with all relevant PRC Laws in all material respects during the Track Record

Period and up to the Latest Practicable Date.

From time to time, we are subject to legal proceedings, investigations and claims incidental to the conduct
of our business. During the Track Record Period and up to the Latest Practicable Date, we had not been and were
not a party to any material legal, arbitral or administrative proceedings, and we were not aware of any pending or
threatened legal, arbitral or administrative proceedings against us or any of our Directors which, in the opinion of
our Directors, could have a material adverse effect on our operations or financial condition. Our Directors have
confirmed that no member of our Group is currently engaged in any material litigation, arbitration or

administrative proceeding.

INTERNAL CONTROL AND RISK MANAGEMENT

Internal Control

We have engaged an independent internal control consultant to conduct an assessment of our internal
control system. The internal control consultant has conducted long-form review procedures on our internal
control system within the scope agreed between us, the Sole Sponsor, and the internal control consultant,
including revenue, purchase, fixed assets management, human resources, financial management and information
technology (the “Internal Control Review”). The internal control consultant conducted its work in 2019 and
provided several specific findings and recommendations in its report. These findings and recommendations
primarily suggest us adopt certain internal control policies and improve our daily operations by strictly following
our existing internal control procedures. The internal control consultant then performed follow-up review (the
“Follow-up Review”) in April 2020 to review the status of the management actions taken by us to address the
findings of the Internal Control Review. The internal control consultant did not have any further recommendation
in the Follow-up Review. We have considered the internal control findings identified by the internal control
consultant and have subsequently taken remedial actions in response to such findings and recommendations. We
consider that the internal control findings did not result in any material misstatement to our consolidated
financial information prepared in accordance with IFRS during the Track Record Period as set out in Appendix I
after certain appropriate rectifications. As of the Latest Practicable Date, we confirm that there were no material

internal control findings outstanding.

We have established an internal control system. Each of our universities has designated the relevant
personnel to be responsible for monitoring our on-going compliance with the relevant PRC Laws that govern our
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business operations and overseeing the implementation of any necessary measures. In addition, we plan to
provide our Directors, senior management (including the principals and vice principals of our universities) and
employees involved with continuing training programmes and/or updates regarding the relevant PRC Laws on a

regular basis with a view to proactively identify any concerns and issues relating to potential non-compliance.

In particular, we have adopted, and will continue to adopt, certain internal control measures to ensure the
quality of our teachers and teaching staff and the safety of our buildings, including: (a) to ensure that our teachers
and teaching staff are qualified: establishing clear and consistent guidelines and standard operating procedures
for the hiring of personnel including teachers and teaching staff; implementing stringent background checks on
potential candidates; when recruiting teaching staff for the Group’s training schools, the relevant human
resources department will review the qualifications required in accordance with local laws and regulations before
candidates are contacted for further tests and interviews; and (b) with respect to our buildings: establishing clear
and consistent guidelines and operating procedures when leasing properties; requiring at least three property
proposals for future rental leases; requiring all property agreements to be internally reviewed from a legal and
financial perspective; and having business departments, functional departments and the Group’s management to
assess and review the property lease proposals and monitor and ensure compliance with the terms of the leases.
Based on the above, the Directors are of the view that the enhanced internal control measures are adequate and
appropriate to prevent a recurrence of the non-compliances going forward, and the Sole Sponsor concurs with the

views of our Directors.

Risk Management

We are exposed to various risks in the operations of our business and we believe that risk management is
important to our success. Key operational risks faced by us include, among others, changes in general market
conditions and perceptions of private education, changes in the regulatory environment in the PRC education
industry, our ability to offer quality education to our students, our ability to increase student enrolment and/or
raising tuition rates, our potential expansion into other regions, availability of financing to fund our expansion and
business operations, and competition from other school operators that offer similar quality of education and have

similar scale. See “Risk Factors” for disclosures on various risks we face.

To properly manage these risks, we have established the following risk management structures and

measures:

° our Board is responsible and has the general power to manage the operations of our schools, and is in
charge of managing the overall risks in our business operations. It is responsible for considering,
reviewing and approving any significant business decision involving material risk exposures, such as

our decision to expand our school network into new geographic areas;

° board of directors of each university is responsible for managing the overall risks in its operations.
Detailed risk management function in the university’s daily operations is carried out by each
functional departments of the school and the schools/departments under the university;
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o we maintain insurance coverage, including school liability insurance, which we believe is in line with

customary practise in the education industry in China; and

° we have formulated a comprehensive set of rules and standards in each of our schools covering all
major aspects of our school operations to ensure that relevant activities in the daily operations of our

schools are carried out orderly and minimise potential risks.

As a leader in the private higher IT education industry, we are committed to taking social responsibilities
and cultivate a compliance culture among our employees. Through our employee handbook, various cultural
activities and employee training activities, we continuously reinforce our corporate culture and compliance
requirements among our employees. In addition, we have formulated employee code of conduct and ethics,
which requires our employees to abide relevant laws and regulations, follow our internal rules and policies, be
diligent and dedicated to work, observe professional ethics, and be honest and trustworthy, among other
requirements. We have also formulated a comprehensive set of rules and standards in each of our schools
covering all major aspects of our school operations, including specific reward and punishment mechanism, and
channels of communication, appeals, petitions and complaints, to ensure that the daily operations of our schools
are carried out orderly and minimise potential risks. We believe these efforts are conducive to the formulation of

a consistent compliance culture and behaviour standards among our employees.
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OVERVIEW

We (a) operate private higher education businesses (through our universities) (“Education Business”); and
(b) publish audio-visual products and electronic publications, and provide internet publishing service (through
Neusoft Electronic Press) (“Publishing Business”), in China (collectively, the “Relevant Business™).

PRC Laws regulate foreign ownership in the Relevant Business by (a) restricting foreign ownership in the
Education Business; and (b) prohibiting foreign ownership in the Publishing Business. As such, we operate our
Relevant Business through our Consolidated Affiliated Entities. See “Regulations”, “— Foreign investment
restrictions under PRC laws on our education business” and “— Foreign investment restrictions under PRC laws

on our publishing business.”

To comply with PRC Laws and maintain effective control over our Relevant Business (being the Education
Business and the Publishing Business), we entered into Contractual Arrangements on 21 June 2019, under which
our JV (being Neusoft Ruixin) acquired effective control over the financial and operational policies of our
Consolidated Affiliated Entities and became entitled to all of the economic benefits derived from their
operations. For a simplified diagram of the flow of economic benefits under our Contractual Arrangements, see
“— Operation of our Contractual Arrangements”.

Accordingly, we do not directly own equity interest, or sponsor interest, in our Consolidated Affiliated
Entities. Our three universities and Neusoft Electronic Press are ultimately majority owned by our Registered
Shareholder, Neusoft Holdings (also a Controlling Shareholder), through our Operating Entity, Dalian
Development. In this document, the term “ownership” (or its equivalent concept), as applied to our Company or
our Group (as a whole), refers to economic interests in the assets or business of our subsidiaries (including our
Consolidated Affiliated Entities).

We also operate short-term training services through our eight training schools. These short-term training
services do not award students with academic credentials, and as such, is classified as a “training business.” In
May 2019 and February 2020, with the assistance of our PRC Legal Adviser, we consulted the educational
departments and human resources and social security departments of the relevant cities or provinces in which our
training schools are located, and we were informed that foreign investors could directly or indirectly own equity
interest or sponsor interest in training institutions. Based on this guidance and the advice of our PRC Legal
Adviser, we are of the view that our training business, as presently operated by our eight training schools, does
not fall under the “restricted” or “prohibited” category of the Negative List (defined below) and is not subject to

foreign investment restrictions in China.

FOREIGN INVESTMENT RESTRICTIONS UNDER PRC LAWS ON OUR EDUCATION BUSINESS

Foreign Control Restriction

Pursuant to the Special Administrative Measures for Access of Foreign Investment (Negative List) ( <M
HOE e AR R B b (AL TE 5 2)) ) (“Negative List”), the provision of higher education in China falls within
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the “restricted” category of foreign investment activities. In particular, this means: (a) the catalogue explicitly
restricts foreign-invested higher education institutions to Sino-foreign cooperation ventures (“‘Sino-foreign
Schools”), meaning that foreign investors (such as our Company, “foreign party”) may only operate higher
education institutions in China by cooperating with PRC incorporated entities (‘“domestic party”) that comply
with the Sino-foreign Regulation (defined below); and even in such circumstances, and (b) the domestic party
must play a dominant role in the Sino-foreign School (“Foreign Control Restriction”), meaning that (i) the
schools’ principals or chief executives must be PRC nationals, and (ii) the domestic party’s representatives must
account for no less than half of the total members of the board of directors, the executive council or the joint
administration committee of the Sino-foreign School (collectively, the “governing body”), as the case may be,
depending on the governing structure adopted by the Sino-foreign School.

Qualification Requirements

Even if a Sino-foreign cooperation meets the Foreign Control Restriction, pursuant to the Regulation on
Operating Sino-foreign Cooperative Schools of the PRC (W3 N RILFE 45 VEHFEL G 1), promulgated by the
Stated Council in 2003 and amended on 18 July 2013 and 2 March 2019 (the “Sino-foreign Regulation™) and
further interpreted by its implementation measures, the foreign party in a Sino-foreign School must be a foreign

education institution capable of providing quality education outside of China (the “Qualification Requirements”).
Foreign Ownership Restriction

Pursuant to the Implementation Opinions of the MOE on Encouraging and Guiding the Entry of Private
Capital into the Fields of Education and Promoting the Healthy Development of Private Education (B EhFN
o | 45 B M]3 A A SR o R A 7 R R B SR ) B0 2 ), promwilgated by the MOE on 18 June 2012, the
foreign portion of the total investment in a Sino-foreign School should be below 50% (the “Foreign Ownership
Restriction”).

Sino-foreign Schools in Liaoning, Guangdong, and Sichuan provinces

With the assistance of our PRC Legal Adviser, we consulted the International Cooperation and Exchange
Office (BIF2ci A1) and the Development Planning Office (¥ /B #5) of the Educational Department of
Liaoning Province on 22 May 2019, the Policy and Regulation Office (BUR7A#i#E) and the Cooperation and
Exchange Office (3¢l 1E5E) of the Department of Education of Guangdong Province on 5 March 2019, the
Development Planning Office (#/&#1#E) of the Education Department of Sichuan Province on 17 June 2019,
and the International Cooperation and Exchange Office (BI[E&1EsCUisE) of the Education Department of
Sichuan Province on 12 June 2019. Based on such consultations, we were given to understand that:

(a) the Foreign Control Restriction, the Qualification Requirements and the Foreign Ownership
Restriction apply to Sino-foreign Schools engaging in higher education in Liaoning, Guangdong, and
Sichuan provinces;

(b) no implementing measures or specific guidance regarding the Qualification Requirements had been
promulgated pursuant to the Regulation on Sino-foreign Cooperation in Operating Schools of the

PRC in Liaoning, Guangdong, or Sichuan provinces;
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(¢) no Sino-foreign School providing higher education, the domestic party of which is a private

educational institution, had ever been approved in Liaoning, Guangdong, or Sichuan provinces;

(d) itis not practicable to convert our universities into Sino-foreign Schools; and

(e) the execution and performance of the Contractual Arrangements do not require any prior filing or
approval.

Our PRC Legal Adviser is of the view that each of the International Cooperation and Exchange Office (I
ME2g i & fF ) and the Development Planning Office (¥5/E}i#13E) of the Educational Department of Liaoning
Province, the Policy and Regulation Office (Bt #i#) and the Cooperation and Exchange Office (3¢ii G 1E&)
of the Department of Education of Guangdong Province, the Development Planning Office (3%/E#i#]j%) and the
International Cooperation and Exchange Office (EIFE&1ECHE) of the Education Department of Sichuan
Province is competent to provide the above confirmation, since the International Cooperation and Exchange
Office (BIFEACHLATEIE) of the Educational Department of Liaoning Province, the Cooperation and Exchange
Office (3¢ & 1FEE) of the Department of Education of Guangdong Province, and International Cooperation and
Exchange Office (BIFE&1EsCHisE) of the Education Department of Sichuan Province are the responsible
departments in their respective provinces to accept and perform a preliminary or final review of the applications
for establishing Sino-foreign schools providing higher education, and the Development Planning Office (#f/E
#1#%) of the Education Department of Sichuan Province and the Educational Department of Liaoning Province
and the Policy and Regulation Office (BUEZH#IE) of the Department of Education of Guangdong Province are
the responsible departments in their provinces to oversee the private higher education institutions in their

respective provinces.

Based on the consultations above, our PRC Legal Adviser has advised us that, as of the Latest Practicable
Date, there are no applicable PRC Laws providing clear guidance or interpretation on the Qualification
Requirements, particularly considering that no implementation measures or specific guidance are available for

the relevant provinces in which our three universities are located.

Based on the foregoing, our Directors consider that it is not practicable for us to seek to apply to reorganise

any of our universities as a Sino-foreign School.

FOREIGN INVESTMENT RESTRICTIONS UNDER PRC LAWS ON OUR PUBLISHING BUSINESS

Pursuant to the Negative List, foreign investment in the publication of audio-visual products and electronic

publications and in the provision of internet publishing services is prohibited.

Based on (a) the fact that PRC Laws restrict foreign ownership in our Education Business (through the
Foreign Control Restriction and the Foreign Ownership Restriction), and following consultations with the
competent government authorities in Liaoning, Guangdong, and Sichuan provinces, the understanding that we
are not able to presently meet the Qualification Requirements (due to, among other reasons, there being no

implementing measures or specific guidance on the Qualification Requirements in Liaoning, Guangdong, and
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Sichuan provinces, and there is no applicable PRC Laws providing clear guidance or interpretation on the
Qualification Requirements); and (b) foreign investment is prohibited in our Publishing Business, our PRC Legal
Adbviser has advised us that it is not possible to convert our three universities into sino-foreign schools, nor is it
possible for the JV to directly hold any equity interest in Neusoft Electronic Press. Accordingly, our PRC Legal
Adviser is of the view that our Contractual Arrangements, which cover our Education Business and our

Publishing Business, are narrowly tailored.

We further explain why we have adopted our Contractual Arrangements in sub-sections “— Reasons why
we have adopted the Contractual Arrangements for our Education Business” and “— Reasons why we have

“«

adopted the Contractual Arrangements for our Publishing Business” in “— Overview of our Contractual

Arrangements” below.

OVERVIEW OF OUR CONTRACTUAL ARRANGEMENTS

Reasons why we have adopted the Contractual Arrangements for our Education Business

Under the Sino-foreign Regulation and applicable PRC Laws, our Education Business, which involves
higher-education institutions in Liaoning province, Guangdong province and Sichuan province (collectively, the
“Relevant Provinces”) are restricted by the Foreign Control Restriction, and required to satisfy the Qualification
Requirements and comply with the Foreign Ownership Restriction (collectively, the “Foreign Investment
Restrictions”).

Given that: (i) all of the principals of our universities are PRC nationals; and (ii) all of the directors of our
universities are Chinese nationals, our PRC Legal Adviser is of the view that our universities are in full
compliance with the Foreign Control Restriction.

Notwithstanding our compliance with the Foreign Control Restriction, our PRC Legal Adviser has advised
us that no detailed rules have been released as to what specific crite