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CHAIRMAN'’S STATEMENT

Dear Shareholders,

On behalf of the Board, | hereby present to the Shareholders the annual report of the Company for the financial year
ended 31 August 2022.

OVER THE PAST YEAR, THE COMPANY ACHIEVED SUSTAINED AND STEADY DEVELOPMENT.

Firstly, the number of higher education degrees offered to society continues to increase. In the current fiscal year,
the schools of the Company further expanded and the ability to serve the society was further enhanced. The
number of new higher education degrees provided by schools operated by the Company continued to increase.
95,000 students were newly recruited in September 2022, hitting a record high.

Secondly, the quality of talent training continued to improve. All schools accelerated the construction of “one
school with one characteristic”. Through the building of strong specialties, the rail transportation characteristic of
the Southwest Jiaotong University Hope College, the electronic information technology characteristic of Sichuan
Top IT Vocational Institute, the automobile characteristic of Sichuan Hope Automotive Vocational College and the
Sichuan Hope Automotive Technician College, the comprehensive health characteristic of Sichuan Tianyi College
and the characteristic of early childhood education of Sichuan Vocational College of Culture & Communication are
more distinctive. The employment rate of graduates of each school is higher than the average level of the province.

Thirdly, the sustainable development of schools was further enhanced. In the 2022 school year, we introduced
more than 2,400 new teachers and organized 2,309 teacher training sessions. The Company has organized various
schools to complete the development of case-based teaching resources which integrate both theory and practice
based on the ability needs of 1,145 job positions, these teaching resources have been using in over 50% of the
schools of the Group. The schools have successively established cooperative relationships with more than 3,000
enterprises and institutions to promote a talent training model for real production and working environment.

In November this year, the Company newly acquired Wekerle sandor Business School, and the number of overseas
schools operated by the Company reached three. The number of overseas schools and students ranked first
among listed higher education companies. This has not only provided new space for the collaborative development
of domestic and overseas schools, but also comprehensively enhanced the ability to serve the national Belt and
Road Initiative.
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CHAIRMAN'’S STATEMENT

IN THE FUTURE, WE WILL CONTRIBUTE TO THE BUILDING OF A STRONG EDUCATION NATION.

The Vocational Education Law (B;¥#(5 %)), which was newly amended in April this year, clearly stated that
“the State supports social forces to participate in vocational education extensively and equally” and “encourages
enterprises to run high-quality vocational education”; the 20th CPC National Congress convened in October
emphasizes that “education, technology and talents are the fundamental and strategic support for building a
modern socialist country in an all-round way” and “giving priority to education development, technological self-
reliance and self-improvement, and talent-driven development”; and the Outline for the Strategic Plan for Expanding
Domestic Demand (2022-2035) (&K /55 BB 27 241 2 (2022-2035 ) ) issued by the CPC Central Committee and
the State Council in December reinforced that “the State encourages social forces to provide diversified education
services and supports and regulates the development of private education”. As China promotes the building of a
strong education nation and vigorously develop vocational education, and supports new planning, new blueprint
and new policies for the development of private education, our confidence in the development of the Company
has further enhanced. The Company will focus on vocational education with in-depth, intensive and meticulous
cultivation, so as to promote the sustainable development of its schools and the Company.

The Company and its schools will unswervingly carry out talent cultivation focusing on improving students’
professional abilities, increase investment in improving school conditions, continue to optimize the professional
structure according to social needs, and continuously reform and optimize courses, teaching materials and
teaching methods to meet the requirements of job skills. We will continue to increase the introduction and training
of teachers, continuously improve the quality of talent training, and comprehensively enhance the brand value of
our schools. Under the guidance of the national “Go Out policy”, the Company will steadily expand the overseas
higher education market and actively promote the synergistic development of overseas institutions to ensure the
realization of sustainable development.

APPRECIATION

On behalf of the Board, | would like to extend my heartfelt gratitude to all local governments, all sectors of society
and our Shareholders for their long-term care and support for the development of the Company. | would also like to
thank all students and their parents. Also, | would like to express my sincere appreciation to the Board members,
senior management as well as the management and teaching staff within our schools for their contribution and
dedication. We will work together with integrity to strive for innovation and forge ahead with vigor to create new
chapters.

Hope Education Group Co., Ltd.
He Shengli
Chairman

Hong Kong, 30 November 2022
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MANAGEMENT DISCUSSION AND ANALYSIS

HIGHLIGHTS

1. Increasing investment in school operation for the improvement of operating conditions

We had continued to increase our investment in school operation for the improvement of our operating
conditions and capacity. During the Reporting Period, the capital expenditure on our expansion amounted to
RMB2,320 million, representing a year-on-year growth of 47.6%. Such funds were mainly used in expansion
of school capacity, upgrading of teaching environment and construction of practical training projects. During
the Reporting Period, the constructions of additional 205 training centers, including our EDA laboratories,
measurement laboratories, track training centers, new energy vehicle technology professional training
centers, medical imaging technology professional training centers and industrial robot training units, had been
completed, which provided us more than 49,000 square meters of additional practicum and training units.

2. Putting students as the top priority and strengthening employment services

Adhering to the implementation of our pro-employment strategies, we had strived to build our “online and
offline” employment platform. A total of more than 40 large-scale mutual selections and over 500 special job
fairs had been held, altogether offering more than 136,000 internship and employment positions. Since the
Listing, we had provided more than 160,000 talents on different levels with various applicable and technical
skills for the society, making contributions to the economic development of the society.

3. Building a team of excellent teachers through recruitment and nurturing

With our increased efforts in recruiting teachers, we welcomed more than 2,400 teachers, among which, our
teachers with titles above associate professor and talents with professional skills had reached 150 individuals
and more than 100 individuals, respectively. During the Reporting Period, the remuneration paid to our
teachers amounted to RMB867 million, representing an increase of 49.9% year-on-year. All of our schools
had achieved improvements in teachers’ professional capabilities, thanks to different ways including the
enhancement of on-the-job academic qualifications, mentoring, academic exchanges, and tactics of “going
out and inviting in”. We also organized and encouraged all our school teachers to participate in various
national, provincial and municipal competitions, who had earned us a total of 399 awards, including 61
national awards and 226 provincial awards. Through talent recruitments, diversified training and “promoting
training by competitions”, the overall quality of our teachers had been advanced.

HOPE EDUCATION GROUP CO., LTD. e 2022 ANNUAL REPORT 7



MANAGEMENT DISCUSSION AND ANALYSIS

4.

8

Focusing on the levels of professional skills and enhancing employment and entrepreneurship
capabilities

Emphasizing on the “combination of morality and technology as well as education and training”, we had
actively promoted the integration of industry and education, school-enterprise cooperation and collaborative
education of our schools. We had consecutively established long-term partnership with more than 3,000
enterprises and public institutions, including China Railway No.8 Engineering (F/\/3), CR Chengdu (5 #Bi
¥ 39), CATL (EE8R), BYD (Lt nid), CALB (FF AI¥71) and Hikvision (8 EZEL15), which effectively connected
the four chains (i.e. education chain, talent chain, industry chain and innovation chain) and promoted synergy
and integration in order to create a full-chain environment for improving the professional skills. We had also
actively delivered education by means of integrating “posts, curriculums, competitions and certificates”,
and organized our students to engage in different competitions and events. In this regard, we had created
another record high and swept away 235 national awards (including the First Prize in the National Applied
Talents Integrated Skills Competition (2B f& AT A A 4R & Figb KR E —%58), the First Prize in the National
Accounting Occupational Ability Competition for College Students (2B KE A @R N AE—51H), and
the First Prize in the Grand Final of National College Students Entrepreneurship Comprehensive Simulation
Competition (2B A2 4 Al Ei A BB AZEERE—%145) and 692 provincial awards, which did not only
greatly motivated us, but also improved our students’ internship and training abilities and their employment
and entrepreneurial capabilities.

Sharing quality resources and propel the vocational education to go global

In response to the national Belt and Road Initiative, we had continued to step up our investment efforts
in the internationalization of education. While the enroliment of new students in the INTI International
University in Malaysia had achieved a year-on- year growth of 47% and climbed more than 100 places in
the QS World University Rankings, we had marked our success in organizing the International Conference
on Green Sustainable Technology and Management (4% Al #5 & R T E2E 12 F BRI 57 € ), the International
Higher Education Forum (B S S B 57 2)), the International Conference on Innovation, Science and
Technology Entrepreneurship ( 8IFTE2%H% 8] 2 Bl &7 ) and the Seminar on ASEAN Social Enterprises (3
BHEEPFTE)). We had assisted the connection between our students and more than 300 employment
units. The signing of strategic partnership agreements opened up a brighter prospect for employment.
Additionally, Shinawatra University in Thailand had been actively exploring the exchange and technical
cooperation between local and overseas teachers and students. It had entered into memorandums of
friendship and cooperation with more than 30 domestic schools. Through the establishment of professional
disciplines, the majors of the university (including undergraduate, postgraduate and doctoral programs) had
increased from 7 to 16, with a growth rate of 128%, and an increment of 170% in the number of its enrolled
students. Its teachers with doctoral degrees also accounted for 49%. Meanwhile, we actively explored the
possibilities of joining hands with schools in the East Central Europe in delivering education projects in order
to nurture and provide top-notch international talents for the Belt and Road Initiative.
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MANAGEMENT DISCUSSION AND ANALYSIS

6. Rising reputation in school operation with student enrollment reaching another new high

In the 2022-2023 school year, the number of new student enrollment went beyond 95,000 students,
representing a year-on-year growth of 15%; our enrolled students reached more than 280,000 individuals,
representing a year-on-year growth of 21%. While we had again broken new records in our student
enrollment, the registration rate of our schools also stayed elevated with a continuous rapid growth seen in the
number of our registered students. A comprehensive registration rate of more than 85% had been achieved.
Over the past 5 years, through our efforts in increasing our investment in school operation, the compound
growth rate of our new student enrollment had reached 32.3%, and that of our enrolled students reached
34.4%, which evidenced that our reputation in school operation had gained further recognition by the society.
In the new era, Hope Education adheres to the philosophy of “fostering character and civic virtue” in its school
operation, unswervingly promotes “high quality development”, increases investment in school operation, and
extends helping hands to the younger generation from economically and educationally underdeveloped areas
to change their destiny through knowledge.

REVIEW ON INDUSTRY POLICIES

1. In October 2021, the General Office of the CPC Central Committee and the General Office of the State
Council issued the Guidelines on Promoting the High-quality Development of Modern Vocational
Education (BAREBRRBEHRESEEREMNELR)), which proposed not only to optimize diversified
school operation layout, but also to encourage listed companies and industry leading enterprises to operate
vocational education; by 2025, the fundamental establishment of a modern vocational education system will
be completed, while the enroliment scale of vocational undergraduate education should not be less than 10%
of that of higher vocational education, with the attractiveness and nurturing quality of vocational education
being significantly enhanced; by 2035, the overall level of vocational education will enter the forefront of the
world, and the construction of a skilled-based society will be fundamentally accomplished. Such guidelines
further clarified the legitimacy of operating vocational education by listed companies, which provided a solid
policy guarantee and a clear development direction for the development of the Company.
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MANAGEMENT DISCUSSION AND ANALYSIS

10

On 20 April 2022, the Vocational Education Law of the People’s Republic of China (A B 1 5
¥4 5%)) was considered and approved at the 34th meeting of the 13th National People’s Congress
Standing Committee, which explicitly states that “vocational education is as important as regular education,
and an important constituent of the national education system and the human resource development”. It
also clearly stated that vocational education “is transformed from the pattern where vocational education is
mainly organized by government authorities to one where vocational education management is coordinated
by government authorities and organized by various parties”, and the management system of “overall
planning by the government, hierarchical management, dependence on local resources, industries’ guidance,
cooperation between schools and enterprises, and participation of the private sector” shall be implemented,
which have laid a legal foundation for promoting the construction of a modern vocational education system.
The Vocational Education Law (#2245 %)) ensured that students in vocational schools shall enjoy equal
opportunities with students in ordinary schools at the same level in terms of further education, employment,
and career development; demonstrated the rights of enterprises to hold high-quality vocational education,
and established supportive policies including “rewards, as well as financial, fiscal, land and other support will
be given in accordance with regulations, and the education surcharges, local education surcharge reductions
and exemptions and other tax benefits will be implemented”, which has greatly boosted the confidence of the
society, companies and vocational education practitioners in developing vocational education.

On 15 August 2022, the Ministry of Education’s response to the No. 0588 proposal of the 5th meeting of
the 13th National People’s Congress clarified that: firstly, as an important component of higher education,
private higher education has played an important role in giving full play to the functions of higher education,
building a powerful country with higher education, and running a satisfactory education for the people.
Secondly, the development of private education shall be supported and standardized, where private and
public institutions shall be fairly treated in terms of qualification access, title assessment, land supply, financial
support, government procurement, supervision and management, etc., while the high-quality development
of private higher education should be promoted. Thirdly, innovative education investment and financing
mechanisms should be actively promoted to attract social funds through multiple channels, and expand the
source of funds for operating schools. Among which, financial institutions are encouraged to develop financial
products suitable for the characteristics of private schools under the premise of controllable risks, explore the
future operating income of operating private schools as well as intellectual property pledge loan businesses,
and provide diversified financial services such as bank loans, trusts and financial leases. The Ministry of
Education’s response to the proposal of the National People’s Congress evidenced the country’s active
support for the development of private higher education.

On 7 September 2022, the State Council made the decision to provide preferential loans for the purchase
and renewal of equipments by institutions including colleges and universities, vocational colleges and
training bases, with a 2.5 percentage points interest discount from the central government for a period of 2
years. During the period from 1 September 2022 to 31 December 2022, 21 financial institutions shall issue
loans to projects on the list at an interest rate not higher than 3.2%. The State supports schools to reduce
financial costs, improve school conditions, implement the strategy of rejuvenating the country through science
and education, and promote the high-quality development of education through special loans and other actual

fiscal means.
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MANAGEMENT DISCUSSION AND ANALYSIS

On 7 October 2022, the General Office of the CPC Central Committee and the General Office of the State
Council issued the Opinions on Strengthening the Building of a Highly Skilled Workforce for the New
Era (BRAIMEHFEBERSHEATEMAERNER)), which indicated that skilled talents are an important
force supporting “Made in China” and “Created in China”. It mentioned that by the end of the “14th Five-
Year Plan” period, skilled talents will account for not less than 30% of the employed population, where
highly skilled talents will account for one-third of skilled talents; endeavors shall be made to accomplish the
mission by 2035 that the number and structure of skilled talents will be commensurate with the requirement
for basically achieving socialist modernization. Such document explicitly required and encouraged various
enterprises, public institutions, social groups, and other social organizations to participate in the formation
of vocational education and training institutions in accordance with the law by sole proprietorship, joint
venture, cooperation, and other means, and actively participate in supplying services to be procured by the
government. If an enterprise included in the scope of construction and cultivation of enterprises integrating
industries and education makes qualified investments in provision of vocational education, it may claim a
credit equivalent to 30% of the investments against its education surcharge liability and local education
surcharge liability for the current year in accordance with relevant provisions; it also required that the types
of vocational education, distribution of schools, and programs of study shall be optimized. Measures such as
parallel enroliment allowing secondary vocational schools and general high schools to enroll students in the
same batch shall be taken. The mode of training skilled talents integrating work and study shall be generally
implemented in technical schools; vocational schools shall be allowed to provide social training and technical
services for a fee, or start businesses, and may independently arrange and use a certain proportion of the
income obtained to cover school operating expenses. Such policy in relation to strengthening the building
of a highly skilled workforce for the new era indicated that the country will implement more active measures
to guide and mobilize all forces to participate in the building of highly skilled workforce for the new era, and
provide more high-quality skilled talents to the society.

On 2 November 2022, the MOE, the National Development and Reform Commission, the Ministry of
Finance, the Ministry of Human Resources and Social Security, and the Ministry of Housing and Urban-
Rural Development jointly issued the notice on the Implementation Plan for the Projects Meeting the
Standard Operating Conditions of Vocational Schools (Bi¥ 2R WEKMHEZEZTIRER S E)), which clearly
states that: encourage all localities to explore the mechanism of diversified investment of social forces,
establish and improve the relevant systems of joint-stock and mixed-ownership schools for vocational
schools, and support vocational schools to use operating income to carry out credit business cooperation
with financial institutions on the premise of not adding hidden debts to local governments to attract more
social funds for vocational education to improve school operating conditions. This document is a further
development and echo of the core spirit of the Several Opinions of the State Council on Encouraging Social
Forces to Establish Education to Promote the Healthy Development of Private Education ( 7z B8 74 &2 B+t
e HERRHAERERNSBEREZENE T E ), which clarifies the attitude and positioning of the State
towards social capital in the field of vocational education, dispels the business concerns of practitioners,
and provides more confidence and guarantee for the whole society to work together to improve vocational
education and further develop into a new stage of high-quality development.
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MANAGEMENT DISCUSSION AND ANALYSIS

OUR BUSINESS DEVELOPMENT ACHIEVEMENTS BY SCHOOLS

Closely centering on the needs of social and economic developments, we place our focus on improving the

quality of personnel training, increasing our investment, optimizing our professional disciplines, reforming teaching

methods and integrating resources. We are committed to improving students’ professional abilities and skills, and

promoting the realization of high-quality development of schools.

1.

12

Adapting to the needs of social development and continuously optimizing the structure of majors

Having thoroughly implemented the Implementation Plan on Reform of National Vocational Education
FWEHENES X)), we have highlighted the specialization of our schools, actively carried out the
application and establishment of new majors, constructed professional industrial colleges, and promoted
the grouping of majors and the agglomeration of resources. During the Reporting Period, 28 new majors
have been added, including 2 provincial-controlled majors such as pharmacy, and 26 filed majors such as
intelligent connected vehicle technology and application of artificial intelligence technology. Currently, the
establishment of 24 provincial-level first-class majors has been completed, and 37 1+X certificate pilot majors
have been established to continuously improve the competitiveness of our school majors.

Reforming courses and optimizing teaching materials to cater for the skill requirements of job
positions

Integrating the qualification and abilities of teachers from various schools, we have revised our professional
talent training plan based on market demand, and developed case-based teaching courseware which
integrates both theory and practice based on the ability needs of 4,460 job positions. We have not only
established databases for course cases, textbooks and online courses, but also completed the development
of comprehensive teaching resources for 1,145 job positions covering 61 majors and 237 programs as at
today. Such resources have been used by 12 higher education institutions and more than 60,000 students.
All schools had kick-started the establishment of three-level curriculum according to qualified, high-quality
and gold courses. A total of 39 provincial and ministerial-level first-class courses and 141 school-level gold
courses had been established. We had coordinated and organized more than 1,500 teachers from various
schools to develop and compile teaching materials, and had edited and published 290 textbooks, providing
a total of 2.16 million volumes of materials for schools. Through the development and establishment of high-
quality courses, along with the development and compilation of high-quality teaching materials, we had
effectively promoted the enhancement in the quality of education and teaching.

HOPE EDUCATION GROUP CO., LTD. e 2022 ANNUAL REPORT



MANAGEMENT DISCUSSION AND ANALYSIS

Strengthening efforts in teaching and research to pursue high-quality internal development

We have centralized premium resources in our schools in building our teaching and research teams. We built
66 research teams at school level and 2 research platforms at city and department levels (i.e. the transport
+ tourism big data application technologies research base in Chengdu and the key laboratory for computer
aided molecular simulations in drug design in Qiannan), initiated the annual assessment systems for the goals
and implemented the policy of supporting outstanding teaching and research programmes and cultivate
special programmes. Currently, our schools have established 812 teaching and research programmes,
(including 9 teaching and research programmes approved by the MOE and 230 teaching and research
programmes approved by provincial governments). 938 papers have been published (including 110 in core
journals). Our schools have been granted 78 patents (including 10 invention patents, 57 utility model patents
and 11 design patents). Our schools have selfdesigned 46 textbooks (including 2 key textbooks approved by
provincial governments). By building platforms and implementing assessment and motivation mechanisms,
we have promoted the growth in numbers of teaching and research programmes, papers published, patents
granted and textbooks compiled in our schools, which showed their striking results and strong growth.

Deepening the construction of information system and accelerating the construction of smart
campus

We are pouring sums into the establishment of approximately 11,000 new network access points, and the
completion of developments in security systems for various areas including next-generation firewalls in
8 schools, behaviour management for using internet devices at schools and database auditing; we have
upgraded our smart classrooms and video systems, achieving video recording throughout the processes of
classroom teaching and practice and training, and the collection and analysis of data; we have completed the
retrofitting of information systems for fees at our schools, and have completed the Group’s centralized school
roll data center; we have completed the development of our platforms for assessing and improving teaching
quality and the platform is supported by our information system, achieving process monitoring, warning,
assessing and quality analysis of data, and forming the internal long-term mechanism for improving quality
of independent assessment and improvement; we have further amended various administrative systems,
including the Administrative Regulations for Network Operation (#8458 17& 12 51 %0)) and Administrative Rules
for Network Information Security( 484815 822 EE4A)). Through these measures in different aspects, we
met the network demand for smart teaching, supported the safe operation of networks at our schools, and
promoted the smart campus construction.
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MANAGEMENT DISCUSSION AND ANALYSIS

Strengthening efforts in branding to enhance competitiveness of our schools

Under the Guidelines for Schools in Participating Assessments of Competitiveness of High Schools (8
ZRR 2 IR HRF HFHE LEMIEE Z R)) and the Implementation Plan for Rankings of Schools in terms
of competitiveness (PR EEF HEEEL TIEE M ITZ)) of the Company, and with the support of our Company,
our schools have conducted analysis, building, self-assessment and improvement of their comprehensive
competitiveness, around the school conditions, faculty strength, science and education output, social
reputation and other aspects, thereby giving a powerful boost to the improvement of their comprehensive
competitiveness. Among them, Hope College is ranked 8th in the Rankings of Private Colleges in China in
terms of Competitiveness in Research (2022)(2022 + B R 9 A Bz R EHft #8511 HE4); Sichuan TOP Institute is
ranked 95th in the Rankings of Cuua.Net Higher Vocational Institute in China (Category I) (2022)(2022#: /& /1

Bl = BB i BE42148), and is among the list of first-class higher vocational institute in Sichuan.
Empowering rural vitalization to promote common prosperity

In the past three years, we have actively responded to the call of the State to expand the number of students
and leveraged our strengths as a higher vocational institute, and enrolled 19,762 new-type vocational
farmers, migrant workers and retired soldiers for higher vocational skills education, providing talent support
for rural vitalization; meanwhile, we actively organized agricultural skills training and training for people who
are returning to hometowns to work or start businesses, during which a total of 1,000 trainings have been
provided. We have organized vocational education and skills training for new residents in cities and people
who were resettled to new positions or found new employment, thereby assisting more low-income farmers
and new residents in cities to serve the urban and rural development and participate in wealth creation.

Significant Events during the Reporting Period

14

On 20 November 2021, a sale and purchase agreement entered into between Hope Education Group (Hong
Kong) Co., Ltd. and Chengdu Pengyang Enterprise Management Consulting Limited* (5 #Bl§[5 b ¥ E 12 %
AR A7) dated 31 August 2021 in relation to the disposal of the entire issued share capital of Sichuan
Tequ Mayflower Education Management Co., Ltd.* (PU)!|458&f 762 B EE HBR A7) had been approved
by independent Shareholders by way of poll at an extraordinary general meeting of the Company. Pursuant
to the aforesaid agreement, Hope Education Group (Hong Kong) Co., Ltd. agreed to sell 100% equity
interest of Sichuan Tequ Mayflower Education Management Co., Ltd.* (P0)I|4$5E 7 B EH B B BR A F) to
Chengdu Pengyang Enterprise Management Consulting Limited* (5 #P 5> 2 E R A AERE A 5]) (being a
connected person of the Company) for a total consideration of RMB527 million. For details, please refer to the
Company’s announcements dated 31 August 2021 and 21 November 2021 and circular dated 5 November
2021.

On 23 December 2021, Hope Education, being a consolidated affiliated entity of the Company, and Meishan
Tequ Linjia Education Consultation Limited* (B L8R 3=24 5 7% H R 2 7)) entered into the Shuanglin
Education equity transfer agreement, pursuant to which Hope Education conditionally agreed to purchase
and Meishan Tequ Linjia Education Consultation Limited agreed to sell 100% equity interest of Meishan

Tequ Shuanglin Education Consultation Limited* (/& 1L #5R& M5 %GR A 7)) for a total consideration of
RMB50 million. For details, please refer to the Company’s announcement dated 24 December 2021.
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MANAGEMENT DISCUSSION AND ANALYSIS

On 21 January 2022, the school construction framework agreement dated 18 November 2021 entered into
between Hope Education and Sichuan Wuyang Construction Engineering Limited Company* (70)|| Ff5 £
THAERAF]) (being a connected person of the Company), the transactions contemplated thereunder and
the annual caps had been approved by independent Shareholders by way of poll at an extraordinary general
meeting. For details, please refer to the Company’s announcements dated 18 November 2021 and 21 January
2022 and the Company’s circular dated 5 January 2022.

On 18 February 2022, Mr. Xu Changjun stepped down as the chairman of the Board due to personal reasons
but remained as an executive Director. Mr. He Shengli, a non-executive Director, had been appointed as
the chairman of the Board with effect from 18 February 2022. For details, please refer to the Company’s
announcement dated 18 February 2022.

On 28 February 2022, Ms. Leung Wing Han Sharon had resigned as the joint company secretary and the
authorized representative of the Company, and Ms. Chan Yin Wah had been appointed as a joint company
secretary and the authorized representative of the Company with effect from 28 February 2022. For details,
please refer to the Company’s announcement dated 28 February 2022.

On 18 April 2022, consolidated affiliated entities of the Company entered into properties acquisition
agreements with the wholly-owned subsidiaries of Sichuan Mayflower Enterprise Management Co., Ltd.
To better respond to the spirit of the Central Committee “improving training quality and running vocational
education well”, we invested resources in quality education to support college development and make the
properties as the training venues and student accommodation. For details, please refer to the Company’s
announcement dated 19 April 2022.

On 26 April 2022, a wholly-owned subsidiary of the Company completed the issuance of asset-backed
notes (ABN). The issuance of ABN is mainly for debt replacement and debt structure optimization, under
which debts due for payment will be gradually replaced with long-term debts. The ABN is in the amount
of RMB800,000,000 with a duration of 3 years. With short-term funds replaced with long-term funds,
the Company can achieve better debt structure optimization. For details, please refer to the Company’s
announcement dated 26 April 2022.

On 11 May 2022, the Company granted share options to certain Directors and employees of the Company
pursuant to the Company’s share option scheme adopted on 18 March 2022. The share options entitle the
grantees to subscribe for a total of 802,750,000 ordinary shares with a nominal value of US$0.00001 each
in the capital of the Company upon the exercise of the share options in full. For details, please refer to the
Company’s announcements dated 18 March 2022, 11 May 2022 and 23 September 2022 and the Company’s
circular dated 7 September 2022.
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Our Schools

Southwest China

At present, we have 10 schools in Southwest China, including:

Hope College currently offers 51 undergraduate and specialist majors, forming a group of majors with rail
transportation as the characteristic discipline, civil engineering as the supporting discipline, and business major as
the extension discipline. The college built several high-standard and modern experimental training bases such as a
rail transportation training centre and a civil digital architecture practice teaching centre. The college currently has
4 majors approved as first-class majors in Sichuan Province, 6 majors acknowledged as applied demonstration
majors in Sichuan Province, and 4 majors acknowledged as key characteristic majors in private colleges in Sichuan
Province, achieving full coverage of key major construction.

Founded in 1994, Tianyi College was one of the first private schools in China and the first full-time private college in
Southwest China approved by the State Education Commission to be a national ordinary private higher education
institution. The college was successfully approved with the second batch of national 1+X pilot certificates
(website operation and promotion). The college offers 46 majors in 9 main categories, including economics and
business, civil engineering and architecture, tourism, electronic information, culture and art, and medicine and
health, established 3 provincial featured majors, 1 key featured major of Sichuan Association for Non-Government
Education (WU)I|& R#1ZE % E), and approved researches on a total of 127 projects and topics. In respect of
college-enterprise cooperation, deeply integrated development is achieved through combined practice between the
college and enterprises over the years, and has now formed the “233+X” model of talent cultivation.

Founded in 2013, Automotive College established by the Company is the first ordinary college in Ziyang City,
Sichuan Province. Centering on Ziyang’s industrial system of “5+N” industry and “4+X” service industry, the college
focused on the demand for talents from the automobile industry, smart manufacturing industry and modern service
industry in Chengdu and Chongging, which in turn developed a professional system featuring automation major as
main subject, mechanical and electrical engineering major as support, management major as extension, as well as
nursing and pre-school majors as expansion. The college has successively won the “Top 100 Advanced Enterprise

Education Units in China”, “National High-skilled Talent Training Base”, “Sichuan Province National Unity and

Progress Model School”, “Sichuan Province Veterans Skills Training Institution”, “Sichuan Province 1 May Labor
Award granted in 2021” and other honors.

Founded in 2005, College of Culture & Communication is a full-time ordinary higher vocational education institution
approved by the People’s Government of Sichuan Province, filed with the MOE, administered by the Education
Office of Sichuan Province, included into the national uniform enrollment scheme, possessing the qualification of
independently issuing nationally recognized college diplomas. The college currently offers a total of 43 majors, and
endeavours to construct five groups of distinctive specialties, namely radio, film and television, culture education,
art and design, performing arts and aviation services.
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Founded in 2000, Sichuan TOP Institute is one of the first national demonstrative software vocational and technical
colleges approved by the MOE. The institute is also a national training base for skilled talents in short supply, a
national high-skilled personnel training base for the electronic information industry, a national service outsourcing
talents training base, and a training base for young technicians in the electronic information industry in Sichuan
Province. In 2020, the college became a pilot college among the third batch of the MOE’s “1+X” certification
system. The college adheres to industry-education integration and values the cultivation of applied skills and
general quality for students. It constructed a computer application and software technology training base (a
vocational education training base supported financially by the Central Government), a mobile internet innovative
training base, a software technology and production training base, an “Internet+” innovative and entrepreneurial
talent incubation training base, an Innovation and Entrepreneurship Practice Base of livestream e-commerce
business, digital control training centre, an automobile training centre, a JD (R %) campus training centre, a
clinical nursing skills training centre, a pre-school education profession training centre as well as more than 140
professional experimental training rooms with advanced equipment.

Automotive Technician College was established in 2016 with the approval of the People’s Government of Sichuan
Province on the basis of Automobile College. The college is located in Ziyang High-tech Industrial Zone, adjacent
to many well-known enterprises such as Sichuan Nanjun Automobile Group Co., Ltd., Hyundai Truck & Bus (China)
Co., Ltd. and CRRC GROUP (B4 [E). Fully leveraging its geographical features, coupled with its strengths in
aspects such as cultivation of technicians, technological innovation, technique competition, training and evaluation,
the college conducted in-depth collaboration with the enterprises. Under the circumstances, school operation mode
of “the school-enterprise collaboration and the combination of production and education” has been formed, which
includes co-construction of training bases, sharing of teaching staff, joint training of skilled talents, joint research of
technological innovation and joint hosting of technique competitions, realizing a win-win situation in both resource-
sharing and co-development with enterprises.

Guizhou Qiannan Economic College, formerly known as Business College of Guizhou University of Finance and
Economics, is an independent college implementing undergraduate education established in 2001 under the
approval of the Guizhou Provincial Department of Education and confirmed by the MOE in 2004. On 31 May 2021,
the MOE officially approved the conversion of the college. The college has six colleges in aspects of finance,
accounting, management, information, humanities and law, and Marxism. It has 29 undergraduate majors and
a professional academic system of multi-disciplinary development in coordination featuring economics and
management has been shaped. In the recent years, its enroliment has repeatedly set new highs, and the registration
rate ranked in the forefront of similar schools and ranked first in the province.
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Guizhou Institute of Technology is a full-time ordinary higher education institution approved by the People’s
Government of Guizhou Province and filed with the MOE. The institute has been comprehensively implementing
the principles of education of the Party, strengthening efforts in internal development and striving to cultivate high-
quality technical and skilled talents with features of “fostering virtue, working for achievements and demonstrating
applications”. Teachers with vice-senior titles account for more than 20% of the total number of teachers at our
schools, and teachers with dual-qualifications and dual skills account for nearly 50% of the total number of teachers
at our schools. Under the principle of “offering open education”, our schools have been implementing the approach
of integrated industry-education-research development, with 118 professional training rooms for various disciplines
in their campus. For relations with external parties, our schools have signed school-enterprise cooperation
agreements with more than 100 leading companies, including Shanghai Volkswagen, Wengfu Group and Guizhou
Chanhen Chemical Corporation and more than 40 hospitals at Grade IIA level or above in Guizhou Province, to
build training and employment bases with a view to jointly cultivate students, providing a broad platform for student
internships and high-quality employment.

College of Science and Technology, formerly known as College of Science and Technology of Guizhou University,
is an undergraduate general higher education institution approved by the Guizhou Provincial People’s Government
in May 2001. It has majors covering six disciplines including engineering, management, economics, literature, law
and art. A professional academic system of multi-disciplinary development in coordination featuring engineering
and art has been shaped. With improvement in capability of school operation and significant enhancement in quality
of school operation in recent years, the school has achieved remarkable enhancement in quality of student sources
and employment, social reputation and influence.

Guizhou Applied Technology Technician College was established with the approval of Guizhou Provincial People’s
Government in 2019. Currently, it has established cooperative relations with 86 large enterprises and industry
associations, among which, its nursing department and the People’s Hospital of Qiandongnan Miao and Dong
Autonomous Prefecture (2535 i ik Ak 8 /8 M A REPT), Guiyang People’s Hospital (EFf5 ™ A REFT), Fuquan
First People’s Hospital (185 5% — AR E&Fx), its chemical technology department and Guizhou Henghua Co., LTD
(EMEIERD BBR A R)), its automobile department and Beigi Yinxiang Automobile Co., LTD. (At;TRHTEGR
‘X |J), jointly build the practice and training base inside and outside the school, to cultivate high-quality and highly
skilled talent for the local social development.

East China
At present, we have 4 schools in East China, including:

Suzhou Top Institute is located in Kunshan City, Jiangsu Province, with 36 majors. Focusing on school-enterprise
cooperation and deepening the integration of industries and education, in 2019, the college and enterprises and
public institutions deepened cooperation by opening 5 customized classes in the mode of rotating the learning and
work experience, with 27 internship projects. The college has won the title of “excellent college for ‘government-
school-enterprise’ cooperation” for six consecutive years, and received an “A grade” in 2020 and 2021 Quantitative
Assessments for Employment of High School Graduates in Jiangsu Province ((L##& 20204 « 2021 F 522 4 5t
ETEE(ER).
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After more than 20 years since its establishment, Jinken College offers more than 30 majors in automobile,
machinery, Al, construction and civil engineering, electronic information, economic management, humanities
and social sciences, and digital art. It set a professional layout of “engineering major as subject with coordinated
development of economics, management, science, literature and art”. It has 1 national key construction engineering
technology major, 1 provincial construction engineering technology key professional major, 1 provincial mechanical
manufacturing and automation specifics major, 1 provincial numerical control higher vocational training base, and 1
provincial innovative experimental base for cultivation of talents in automobile major. The construction engineering
technology major has been established as a brand major in colleges in Jiangsu Province during the “13th Five-Year
Plan” period. In 2021, big data and accounting and other economic and management majors have been listed as
key development majors.

Founded in 1985, Gongqging College is an independent college with coordinated development of engineering,
literature, education, economics, management, and art. The college is based on Gongqing’s characteristic
industries and the Ganjiang New Area Economic Belt, focusing on Jiangxi and national development strategy. It
is oriented towards employment promotion, building a professional cluster with engineering as the mainstay. The
college now has 8 teaching departments and divisions, including information technology department as well as
engineering and technology department. It has 21 undergraduate majors, 12 junior majors and 1 research institute.
The college’s students have repeatedly achieved good results in various competitions across the country and the
province, receiving over the past ten years a total of 1,736 awards in various scientific competitions at or above the
provincial level.

Nanchang Institute of Film and Television, approved by the People’s Government of Jiangxi Province, filed with
the MOE, included into the nationally uniform enrollment scheme, possessing the qualification of independently
issuing nationally recognized college diplomas, is a full-time ordinary private higher vocational education institution
focusing primarily on media studies in film and television. The institute structures its programmes according to the
characteristics of the media and art communication industry of film and television, offering 24 majors such as dance
performance, film and television directing, theatre, film and television performance, broadcasting and hosting,
photography and videography technology, network news and communication, digital media technology, character
image design, advertisement design and production, as well as building four major groups, namely music and
dance, film, television and media, art and design, and cultural management.

North China

At present, we have 3 schools in North China, including:

Founded in 2002, the college in Shanxi is the sole independent college of full-time undergraduate education for
medical majors in Shanxi Province approved by the MOE and the People’s Government of Shanxi Province. The
college has eight departments and divisions, and also offers thirteen majors, including clinical medicine, oral
medicine, anesthesiology, nursing, preventive medicine, medical laboratory technique, medical imaging technique,
rehabilitation treatment, oral medicine technique, optometry, pharmaceuticals, pharmaceutical products and
traditional Chinese medicine.
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Located in Hohhot, the capital city of the Inner Mongolia Autonomous Region, the college in Inner Mongolia is a full-
time ordinary undergraduate independent college formally approved by the MOE in 2008 and started its enroliment
in the same year. The college has 9 secondary colleges and 1 teaching department, offering 27 undergraduate
majors, among which, 7 majors, namely Chinese language and literature, automation, visual communication design,
human resource management, and journalism have been approved as first-class professional construction sites at
the autonomous region level, with 110 stable off-campus practice bases built with enterprises for college students.

The college in Hebei is located in Wei County, Xingtai, a garden city in Hebei Province. It is a full-time ordinary
higher vocational college approved by the People’s Government of Hebei Province and filed with the MOE. It
has the qualification to independently issue nationally recognized academic certificates. The college is a regional
revitalization education assistance project unit that the MOE focuses on. The college now has automotive
engineering department, information technology department, health management department, ideological and
political department and basic education department. It has eight majors of new energy automobile testing and
maintenance technology, big data technology, rural e-commerce, health management, infant care service and
management, Al technology applications, healthcare big data management and services and art design in digital
media. The college has obtained the approval of national research grant for one programme and the approval of
provincial/departmental research grant for one programme.

Central China
At present, we have 1 school in Central China, namely:

The college in Henan is the only automobile engineering ordinary higher education institution in Henan Province.
The college offers 40 majors in automobile, electronics, machinery, economics and management disciplines to
address the development needs of the automobile industry. Since 2022, 3 provincial level projects, 5 utility model
patents have been added, while 22 essays have been published, consisting of 4 core journals and 3 master works;
5 municipal level subjects have been awarded, consisting of one first prize, one second prize and three third prizes.
The college has successively won more than 40 honors, such as the “National Employees’ Education and Training
Role Model” (£ BB T4 & 53I/RE %), “Civilized Unit of Henan Province” (37 @& X AFEfi7), “Distinguishing
Vocational Education College of Henan Province” ()] /& i 2 5 F 2 f7R), “Advanced Unit for Building of Grass-
root Party in Higher Education Institution of Henan Province” (R4 iR 2 B E 4R 4% 2 3R So i BE A1), “Prize of
Excellent Achievements in Higher Education Institution Campus Culture Construction of Henan Province” ()i &
BERRRE L EREFKRLE), “Advanced Party School of Grass-root Party of Henan Province (i & ZE X
4845 70 EAR), “Outstanding Private Higher Education Institute of Henan Province During 40 Years of Reform and
Opening Up” (24 & M40 F)7 & B H R =1%), “Life-long Learning Brands of Hebi City” (BSR4 & 228 fhk&) and
more. The college has established good employment relationship with various prominent automobile manufacturing
and related enterprises, and entered into tailor-made cooperation agreements with them. Employment rate of
graduates has kept above 97% for many years in a row.
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Northwest China
At present, we have 3 schools in Northwest China, including:

The college in Ningxia was established in 1999 and it has 12 secondary colleges and 2 education departments
and offers 36 undergraduate majors, covering 8 disciplines including engineering, management, economics and
literature. There are 12 first class undergraduate majors in the autonomous region, 30 first-class courses in the
autonomous region, over 100 scientific research projects approved by the autonomous region, 5 demonstration
majors for talents training through industry education integration, 3 experimental teaching demonstration centres,
and 162 stable off-campus practice bases built with enterprises for college students. A professional academic
system of engineering as main subject with multi-disciplinary development in coordination featuring energy and
chemical engineering has been shaped. By proactively carrying out external cooperation in education in recent
years, the college has been the intended cooperative college of the national “Internet + Made in China 2025” Plan
for the Integration and Promotion of Industry and Education (“E 48+ Bl & 3iE2025" A A (R 2IEE). At
the same time, it has successively established long-term and stable school cooperation with 12 foreign colleges
and universities, and is the only private higher education institution in Ningxia that can enroll foreign students.
The school was successively awarded the “Special Award for the Contribution in the Construction of Economy in
Yinchuan (BRT54R )48 2522 58 45 B & BA#%)” by Yinchuan City, the “4th National Education Reform and Innovation
Excellence Award (/182 B A K E A#EFE)” by China Education Daily, and the “National Innovation and
Entrepreneurship Education Practice Training Base Construction Award (2B AI¥T8|2# B B R E I H M ER 58)”
by the Chinese Association for Non-Government Education. It has also been selected to be in the ICT Industry and
Education Integration and Innovation Base Project by MOE and ZTE Corporation (35 2f — # ELBICTEHS @S
BIFTENMIEH) and is now a council member of the Association of Universities (Colleges) of Applied Science, the
college receiving targeted support from Fuzhou University under the cooperation between Fujian and Ningxia, and
the pilot college for the transformation and development of local undergraduate colleges in Ningxia.

Shaanxi University was founded in 1998 and it is an ordinary undergraduate college approved by the MOE and a
college with postgraduate school-enterprise education partnership workstation approved by the eight departments
and committees of Shaanxi Provincial Department of Education. It is also the first private college approved to
recruit Chinese students from Hong Kong, Macau, Taiwan and overseas in Shaanxi Province. It has developed into
a modern university with coordinated development of various majors including engineering, literature, economics,
management, education, law, art and medicine and various forms of education including undergraduate majors,
junior majors, continuing education and research institute. The college now has 14 secondary colleges and 1
college of continuing education.

Founded in 2021, Gansu College is the first private higher vocational college in Gansu Province with the approval
of the People’s Government of Gansu Province and filed with the MOE. The college now has 10 majors, namely
new energy automobile technology, automobile manufacturing and testing technology, urban rail transportation
operation management, big data information technology, e-commerce, big data and accounting, sports healthcare
and rehabilitation, health management, high-speed railway passenger transportation service, infant and child
care service and management. The college currently has 36 experimental training rooms, and has signed school-
enterprise cooperation agreements with more than 30 enterprises including Baiyin Data Management Bureau (iR
MAREUEE L), Baiyin Transportation Bureau (H #8323 3&%/5), Gansu Bangnongging e-Commerce Co., Ltd*.
(HRARBEFRABEREERR).
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Overseas

At present, we have 2 schools overseas, including:

The college in Malaysia was founded in 1986 and it is one of the five-star universities issued by the Ministry
of Higher Education of Malaysia, and enjoys a reputation for its teaching standards and academic qualities in
Malaysia. INTI International University offers junior majors, undergraduate, postgraduate and doctoral programmes
in the fields of business, computing, engineering, medicine, psychology, education, mass communication, art and
design, hotel management and culinary arts. The programmes offered by INTI International University primarily
include intensive English programmes, university programmes in business, engineering, computing, certificate
in laws, university programmes in life and health sciences and other professional certificates courses as well as
postgraduate programmes such as MBA, information system, information technology, facility and equipment
management, education management, e-commerce and nutrition care. INTI International University cooperates with
many renowned universities in countries such as the United Kingdom, the United States, Australia and New Zealand
to offer various kinds of the latest international courses and international linked programmes at certificate, diploma,
bachelor’s degree and master’s degree levels. All courses and programmes are verified and certified by the relevant
renowned universities in the United Kingdom, the United States, Australia and New Zealand, offering students a
learning environment with opportunities to exchange with students from various countries.

The college in Thailand was established in 1996. The campus has a modern and technological style, the
environment of which is beautiful and is known as one of the most beautiful universities in Thailand. Shinawatra
University is an international university focusing on business and technology. In respect of global enroliment, the
university has teachers and students from more than 30 countries, which has greatly promoted the exchange of
different cultures, philosophies and ideas. The university offers bachelor’s, master’s and doctoral degrees, and
there are colleges of management, literature and nursing. Since 2015, in order to actively respond to “Industry 4.0”
of Thailand and the call of the “Belt and Road Initiative”, the college offered courses taught in English, Chinese and
Thai to enroll foreign students.

Our Students
The Group believes the pragmatic teaching philosophy of its schools, well-developed curriculum system, good-
quality teachers as well as its high graduate employment rate help the Group to attract high-quality students who

are seeking their ideal employment.

Student Enroliment

As at As at
Schools 31 October 2022 1 November 2021
Undergraduate colleges 143,402 119,050
Junior colleges 124,905 98,465
Technical education 12,146 14,544
Total 280,453 232,059
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Campus Utilisation Rate

As at As at
31 October 2022 1 November 2021

Total number of student enroliment 280,453 232,059
Total capacity 305,581 256,503
Overall utilisation rate 91.8% 90.5%
Note:

The student information is based on the official records of the relevant education authorities in China or the internal records of the
Group’s schools.

OUTLOOK

Pursue the development strategy of “quality-first”

In the 20th National Congress of the Communist Party of China, General Secretary Xi Jinping has proposed
that: “We should continue to give high priority to the development of education, build China’s self-reliance
and strength in science and technology, and rely on talent to pioneer and to propel development. We should
speed up work to build a strong educational system, greater scientific and technological strength, and a
quality workforce”. The development of a strong country in education has entered into a new stage. We
will seize the key historic opportunities arising from the national policies to expedite the establishment of a
modern vocational education system and the cultivation of more high-quality technical and skilled talents. We
will pursue the development strategy of “quality-first”. By focusing on the critical task of improving the quality
in cultivation of talents, we will optimize and strengthen the team of teaching staff, continue to deepen reform
in ways of teaching, and continue to strengthen efforts in developing our capability of practical training.

Firstly, we plan to build featured schools. We analyze the existing schools one by one and determine the
featured majors which should be focused on by each school. Through strengthening the relevant majors,
featured majors of the schools will be formed, as such, the competitiveness of schools will be enhanced by
achieving “one school with one characteristic”.

Secondly, we plan to build and strengthen the team of teaching staff. In two to three years, we will introduce
talents and provide diversified training, and improve overall quality and capabilities of our teachers through
competition as a part of training, thereby upgrade the quality of our school operation.

Thirdly, we deepen the reform of teaching and research. We will continue to explore the possibilities of small
class teaching and improve the teaching result. We will accelerate the development of case-based teaching
resources which integrates both theory and practice, and the construction of the database for teaching cases
and teaching materials. We will strengthen efforts in teaching research to support teaching with research and
improve the overall quality of cultivation of talents.
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Adhering to the strategy of synergistic development at home and abroad

We will seize major opportunities such as encouragement of the State to accelerate the promotion of foreign
exchanges and cooperation in vocational education, and deepen the strengthening of vocational education
and mutual recognition of academic qualifications with Association of Southeast Asian Nations. Based on
overseas colleges such as INTI International University in Malaysia and Shinawatra University in Thailand and
cooperation platforms, the Company actively promoted the sharing of local high-quality teaching resources,
academic research resources and enrollment resources between domestic colleges and overseas colleges, to
promote synergistic development, further expanding and optimizing overseas higher education business, in
order to provide stable channels for students of domestic colleges to study abroad, provide a stable source of
students for overseas colleges and universities to achieve sustainable and synergistic development.

Adhering to the scale development strategy of existing colleges in China

The Company has established 19 colleges and universities and 2 technical colleges in eleven provinces in the
eastern, central and western regions of China. The colleges are located in provinces with a large population,
well-developed economies, and relatively short supply of higher education resources. We will make full use
of the comparative advantages of higher education development in various regions, concentrate on existing
resources, strive to improve and strengthen existing colleges and schools, and expand the size of existing
colleges so as to provide more high-quality higher education degrees for society, increase the average
number of students among higher education schools, and increase the utilization rate of resources. We must
always adhere to the student-centered approach, continuously improve education, teaching and logistics
supporting services to meet the diversified development needs of students.
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FINANCIAL REVIEW

Non-IFRS Measurement

To supplement the Group’s consolidated financial statements which are presented in accordance with IFRS, the

Company also uses adjusted gross profit, adjusted net profit and other adjusted figures as additional financial

measures, which are not required by, or presented in accordance with, IFRS. The Company believes that these

non-IFRS measures facilitate the comparison of operating performance from period to period and company to

company by eliminating potential impacts of items that the management do not consider to be indicative of the

Group’s operating performance.

The annual financial results for the years ended 31 August 2022 and 2021 as follows:

Items 2022

in millions of RMB
Revenue 3,042.69
Less: Cost of sales 1,647.55
Gross profit 1,395.14
Add: Other income and gains 281.64
Fair value gains on convertible bonds 0.04
Less: Selling expenses 216.89
Administrative expenses 440.43
Finance costs 298.43
Other expenses 144.22
Conversion fees -
Add: Share of profits (losses) of joint ventures 31.52
Share of losses of an associate (18.93)
Profit before tax 589.44
Income tax expense 143.54
Profit for the year 445.90
Adjusted gross profit 1,492.23
Adjusted net profit 758.58

2021
in millions of RMB

2,324.27
1,148.30
1,175.97
666.53
375.95
147.21
332.75
298.42
102.07
412.30

(242.07)

(11.16)
672.47
67.35
605.12
1,237.12
866.36

HOPE EDUCATION GROUP CO., LTD. e 2022 ANNUAL REPORT 25



MANAGEMENT DISCUSSION AND ANALYSIS

Calculation of adjusted gross profit

ltems 2022 2021
RMB’000 RMB’000
Gross profit 1,395.14 1,175.97
Add:
1. Depreciation and amortisation arising from valuation appreciation 87.17 61.15
2. Equity-settled share option expenses 9.92 -
Adjusted gross profit 1,492.23 1,237.12
Description:

Adjusted gross profit is calculated as gross profit for the period after eliminating (i) additional depreciation and amortisation from
temporary fair value adjustment of identifiable assets acquired; and (ii) equity-settled share option expense.

Calculation of adjusted net profit

Items 2022 2021
in millions of RMB in millions of RMB

Net profit 445.90 605.12
Add:
1. Depreciation and amortisation arising from valuation appreciation 100.42 74.21
2. Conversion fees and finance cost accrued at amortised cost because of

deferred payment of conversion fees 30.16 685.98
3. One-time derecognition of brand usage fees because of conversion - 77.18
4. Foreign exchange gain and loss 133.96 (19.40)
5. Equity-settled share option expenses 26.89 -
6. Finance cost accrued at amortised cost because of deferred payment

for purchase of equity interest 21.29 31.42
Less:
1. Fair value gains on convertible bonds 0.04 375.95

2. Investment income from the conversion of the equity method to the cost
method for long-term equity investments in the College of Science and

Technology - 212.20
Adjusted net profit 758.58 866.36
Description:

Adjusted net profit is measured by excluding (i) additional depreciation and amortisation resulting from the temporary fair value
adjustment of the identifiable assets acquired; (ii) conversion fees of independent colleges and finance cost accrued at amortised
cost because of deferred payment of conversion fees; (iii) one-time derecognition of brand usage fees because of conversion; (iv)
foreign exchange gain or loss; (v) equity-settled share option expenses; (vi) finance cost accrued at amortized cost because of
a payment due over one year for the acquisition of equity interest under the relevant agreement; (vii) fair value changes; and (viii)
investment income from the conversion of the equity method to the cost method for long-term equity investments in the College
of Science and Technology.
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Overview

For the year ended 31 August 2022, the Group recorded revenue of RMB3,042.69 million, adjusted gross profit of
RMB1,492.23 million and gross profit of RMB1,395.14 million.

For the year ended 31 August 2022, the Group recorded adjusted net profit of RMB758.58 million and net profit of
RMB445.90 million.

Revenue

For the year ended 31 August 2022, revenue of the Group reached RMB3,042.69 million, representing an increase
of RMB718.42 million or 30.9% from RMB2,324.27 million for the year ended 31 August 2021. Such increase was
mainly due to the significant increase in the number of schools and students enrolled and the contribution of some
newly acquired schools and colleges.

Cost of Sales

For the year ended 31 August 2022, cost of sales of the Group was RMB1,647.55 million, representing an increase
of RMB499.25 million or 43.5% from RMB1,148.30 million for the year ended 31 August 2021. Such increase
was mainly due to (i) recruitment of additional teachers, implementation of small class teaching and increase in
remuneration of faculty members; and (ii) upgrade of schools and colleges, increased investment in practical
training and increase in depreciation and amortisation of school premises and practical training facilities. The
increase in depreciation and amortization is mainly due to the newly acquired colleges in the current year. The
depreciation and amortization generated by the newly acquired colleges in the current year accounted for more
than 50% of the total increase in depreciation and amortization.

Gross Profit and Gross Profit Margin

For the year ended 31 August 2022, gross profit of the Group amounted to RMB1,395.14 million, representing an
increase of RMB219.17 million or 18.6% from RMB1,175.97 million for the year ended 31 August 2021.

For the year ended 31 August 2022, adjusted gross profit of the Group was RMB1,492.23 million, representing an
increase of RMB255.11 million or 20.6% from RMB1,237.12 million for the year ended 31 August 2021. For the year
ended 31 August 2022, adjusted gross profit margin was 49% while the year ended 31 August 2021 was 53.2%.

The decrease in gross profit margin was mainly due to the increase in remuneration of faculty members and

increase in depreciation and amortisation as a result of the Group’s increased investment in school premises and
teaching and training facilities to improve the quality of teaching during the year.
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Other Income and Gains

For the year ended 31 August 2022, other income and gains of the Group amounted to RMB281.64 million,
representing a decrease of RMB384.89 million or 57.7% from RMB666.53 million for the year ended 31 August
2021. It was mainly due to the appreciation of RMB212.20 million in the appraisal value of the equity interest of the
College of Science and Technology in the previous year and the gain of RMB179.90 million on debt restructuring,
which was not available in the current period, and representing the actual increase of RMB7.21 million net of the
above effects as compared with the same period last year.

Selling Expenses

For the year ended 31 August 2022, selling expenses of the Group amounted to RMB216.89 million, representing
an increase of RMB69.68 million from RMB147.21 million for the year ended 31 August 2021. Such increase
was mainly due to the increase in investment in manpower, advertising and marketing related to enroliment and
employment.

Administrative Expenses

For the year ended 31 August 2022, administrative expenses of the Group amounted to RMB440.43 million,
increased by RMB107.68 million compared with that of RMB332.75 million for the year ended 31 August 2021,
which was mainly because (i) the acquisition of colleges required further in-depth integration; and (ii) the increase in
salary, depreciation and amortisation due to the recruitment of additional teachers and college upgrades.

Other Expenses

For the year ended 31 August 2022, other expenses of the Group amounted to RMB144.22 million, increased by
RMB42.15 million compared with that of RMB102.07 million for the year ended 31 August 2021, which was mainly
due to the increase in foreign exchange loss in the current period.

Finance Costs

For the year ended 31 August 2022, finance costs of the Group amounted to RMB298.43 million, which remained
basically stable as compared with the year ended 31 August 2021 of RMB298.42 million.

Profits for the Reporting Period
For the year ended 31 August 2022, the Group recorded adjusted net profit of RMB758.58 million, decreased by
RMB107.78 million or 12.4% compared with that of RMB866.36 million for the year ended 31 August 2021. For the

year ended 31 August 2022, adjusted net profit margin was 24.9% as compared with 37.3% for the year ended 31
August 2021.
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The decrease in adjusted net profit was mainly attributable to (i) increased investment in teaching facilities and
equipment of schools, the recruitment of additional teachers and enrollment promotion in the current period; and (ii)
gains on restructuring of debt of RMB179.90 million in the previous period, which was not available in the current
period.

For the year ended 31 August 2022, the Group recorded net profit of RMB445.90 million, decreased by RMB159.22
million or 26.3% compared with that of RMB605.12 million for the year ended 31 August 2021.

Capital expenditure

Our capital expenditures for the year ended 31 August 2022 amounted to RMB2,625 million, which were mainly
used for college expansion, venue renovation, upgrade of school premises, construction of teaching and training
venues, procurement of equipment and software and payment of acquisition, etc.

Capital Commitments

The Group’s capital commitments were primarily related to the acquisition of property and equipment. The following
table sets forth a summary of our capital commitments as at the dates indicated:

As at As at
31 August 2022 31 August 2021
RMB’000 RMB’000

Contracted, but not provided for:
Property, plant and equipment 766,837 1,211,724
Prepaid land lease payments 37,732 153,696
Acquisition of equity interests 9,489 297,243
814,058 1,662,663

Liquidity, Financial Resources
As at 31 August 2022, the Group had total cash and bank balances of RMB3,033.51 million, among which: (i) cash

and cash equivalents amounted to RMB2,725.26 million (31 August 2021: RMB4,357.29 million); and (i) restricted
bank deposits and security deposits amounted to RMB308.25 million (31 August 2021: RMB457.12 million).
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Indebtedness

Bank Loans and Other Borrowings

The Group’s bank loans and other borrowings primarily consist of short-term loans for working capital and long-
term loans for construction of school buildings and facilities, merger and acquisitions and other projects. The Group
supplements its working capital and finances its expenditure primarily through borrowings obtained from banks. As
at 31 August 2022, the aggregate loan balance amounted to RMB4,123.66 million, all of which was denominated in
RMB. As at 31 August 2022, the Group’s bank loans and other borrowings bore effective interest rates ranging from
4% to 15.05% per annum. Without taking into account a portion of loans for the newly acquired colleges, most of
bank loans and other borrowings of the Group bore effective interest rates ranging from 4% to 8.5% per annum.
The Group considers that, with part of the loans for the newly acquired colleges due to be repaid, the effective
interest rate per annum will be reduced continuously, coupled with the fact that loans bearing relatively higher
annual interest rates are of lower principal amount, the effect on finance costs of the Group will not be material.

The Group’s objective is to maintain a balance between the continuity and flexibility in the supply of funds through
the use of cash flows generated within our Group’s operations and other borrowings. The Group regularly reviews
major funding positions to ensure adequate financial resources to meet its financial obligations.

Current Ratio

As at 31 August 2022, current assets of the Group amounted to RMB4,900.17 million, consisting of cash and
cash equivalents of RMB2,725.26 million, pledged and restricted deposits of RMB272.06 million, amounts due
from related parties of RMB551.65 million, prepayments, deposits and other receivables of RMB1,215.86 million
and other current assets of RMB135.34 million. Current liabilities of the Group amounted to RMB8,177.61 million,
including accruals and other payables of RMB3,060.81 million, contract liabilities of RMB1,678.47 million, interest-
bearing bank and other loans of RMB2,560.74 million and other current liabilities of RMB877.59 million. As at 31
August 2022, current ratio (current assets divided by current liabilities) of the Group was 0.60 (31 August 2021: 0.83).

Contingent Liabilities

As at 31 August 2022, the Group did not have any material contingent liabilities, guarantees or any litigations or
claims of material importance, pending or threatened against any member of the Group.

Net Debt to Equity Ratio

Net debt to equity ratio equalled to total interest-bearing bank loans and other borrowings of RMB4,123.66 million,
net of cash and cash equivalents of RMB2,725.26 million, restricted bank deposits and security deposits of
RMB308.25 million as at the end of the year divided by total owner’s equity of RMB8,047.83 million as at the end of
the year. The Group’s net debt to equity ratio increased to 13.6% as at 31 August 2022 as compared with -21.8%
as at 31 August 2021, mainly due to continuous investment in the construction of teaching facilities and equipment
of schools and dormitories and the acquisition of colleagues by the Group.
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Debt to Equity Ratio

As at 31 August 2022, debt to equity ratio of the Group (calculated by dividing total interest-bearing bank loans by
total equity) was approximately 51.2% (31 August 2021: 39.8%).

OTHER EVENTS

Events after the Reporting Period

On 28 November 2022, the Company entered into an acquisition agreement with the vendor for the acquisition
of 100% equity interest in Wekerle Business School. Wekerle Business School was founded in central Budapest,
capital of Hungary in 2008, it is an international university focusing on business which uses English as the medium
of instruction. Wekerle Business School enrolls students from all over the world and provides programmes at
preparatory, junior college, undergraduate and postgraduate levels. It is recognized by the Hungarian Higher
Education Accreditation Committee with higher education qualifications and qualifications of degree awarding.
It is included in the white list of education related foreign supervision of the MOE of the PRC, which meets the
requirements for mutual education recognition.

AUDIT COMMITTEE

The audit committee of the Company has reviewed the accounting principles and practices adopted by the Group
and discussed matters in relation to auditing, internal control and financial reporting. The audit committee of the
Company has reviewed the Group’s annual results and consolidated financial statements for the year ended 31
August 2022.

SCOPE OF WORK FOR ANNUAL RESULTS ANNOUNCEMENT BY AUDITORS

The financial information set out in this announcement does not constitute the Group’s audited accounts for the
year ended 31 August 2022, but represents an extract from the consolidated financial statements for the year
ended 31 August 2022 which have been audited by the auditor of the Company, Ernst & Young in accordance with
Hong Kong Standards on Auditing issued by the Hong Kong Institute of Certified Public Accountants. The financial
information has been reviewed by the audit committee of the Company and approved by the Board.

HOPE EDUCATION GROUP CO., LTD. e 2022 ANNUAL REPORT 31



DIRECTORS AND SENIOR MANAGEMENT

Our Board of Directors comprises nine Directors, including three executive Directors, three non-executive Directors
and three independent non-executive Directors. Our Directors are elected to serve a term of three years, which is
renewable upon re-election.

The following table sets out key information in respect of the Directors of our Company:

Date of Joining the Date of
Name Age Group Position Appointment Responsibility
XU Changjun 65 18 April 2012 Executive Director 13 February 2017  Responsible for business
(TREME) development of the Group
WANG Huiwu 49 5 January 2005 Executive Director, 13 March 2017 Responsible for

CEIER)

LI Tao (/&) 52

TANG Jianyuan 54
(FRIR)

LU Zhichao 51
(BEiE)

HE Shengli 50
(BBH)

ZHANG Jin 64
(R#E)

CHEN Yunhua 70
(REE)

GAO Hao 40

(Bi)

5 December 2010

7 September 2016

13 March 2017

24 June 2021

14 July 2018

14 July 2018

14 July 2018
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Executive Director,
Chief Strategy
Office
Non-executive
Director

Non-executive

Director

Non-executive
Director, Chairman

Independent Non-
executive Director

Independent Non-
executive Director

Independent Non-
executive Director

2 February 2018
2 February 2018

13 March 2017
2 February 2018

13 March 2017

13 March 2017

24 June 2021
18 February 2022

14 July 2018

14 July 2018

14 July 2018
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Responsible for monitoring
overall management and
strategic planning of the
Group
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overall management and
strategic planning of the
Group
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overall management and
strategic planning of the
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affairs of the Board
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Responsible for monitoring
the Group and providing
independent advice



DIRECTORS AND SENIOR MANAGEMENT

The following table sets out key information in respect of the senior management of our Company:

Name

WANG Huiwu
(EER)

JIANG Lin
(F#K)

LOU Qunwei
(BEE)

YUAN Junmin
(RIER)

HUANG Zhongcai 37

(E BB

Date of First Joining

Age the Group

49 5 January 2005

55 18 February 2016

53 12 January 2005

41 1 January 2021

1 July 2014

Position

Chief Executive
Officer, President

Chief Operating
Officer, Executive
Vice President
Senior Vice
President

Chief Financial
Officer

Vice President,
Joint Company
Secretary

Date of
Appointment

2 February 2018
2 February 2018

2 February 2018
2 February 2018

2 February 2018

1 January 2021

22 November 2018

15 March 2018

HOPE EDUCATION GROUP CO., LTD. e

Roles and
Responsibilities

Responsible for
implementing Board
resolutions, overall
strategic planning and
operational management
of the Group

Responsible for
overseeing the day-to-day
operations of the Group
Responsible for the
teaching and management
of students

Responsible for finance
management of the Group
Responsible for capital
operations and investor
relations
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Directors

XU Changjun (R &1&), aged 65, is an executive Director. Mr. Xu served as chairman of the Company from 2
February 2018 to 18 February 2022 and has been appointed as executive Director of the Company since 13 March
2017. Mr. Xu has been a director of Hope Education since April 2012; the chairman of Hope Education since
September 2016; a council member of Southwest Jiaotong University Hope College since June 2016; and a director
of WFOE since 19 January 2018.

Mr. Xu was the chief auditor and director of financial supplies of Xihua University (formerly “Chengdu Normal
College” (A #BRT 15 £ BRI 2HK) from 1989 to 1997, during which he was also the vice president of Sichuan
Accounting Association of Colleges ()I1& &R &£ ®). From March 1997 to June 2010, he served as the
director of the finance department, the supervision and audit department and the investment department of
East Hope Group Co., Limited. The main businesses of East Hope Group Co., Limited are agriculture and heavy
chemical industry; heavy chemical industry involves power, non-ferrous metals, bio-chemicals, coal chemical,
chlor-alkali chemical, petrochemical, mining and building materials.

Mr. Xu received his master’s education in statistics at Southwestern University of Finance and Economics in June
1989 and was qualified as a certified accountant in June 2000. He was selected as “Outstanding CFO in China” by
Xin Li Cai Magazine((#T3287)) in April 2009 and was chosen to be featured on the cover page of CFO World in April
2010.

WANG Huiwu (CE¥ER), aged 49, is an executive Director, the chief executive officer and the president. Mr. Wang
has been appointed as executive Director of the Company since 13 March 2017 and chief executive officer and
president of the Company since 2 February 2018.

Mr. Wang served as the chairman of Sichuan Mayflower Professional College (P1)I| T B {t £ £2F%) since December
2004; a director and the president of Sichuan Hope Education since October 2007; a supervisor of Sichuan Guojian
Investment Limited since December 2007; a director of Southwest Jiaotong University Hope College since January
2009; an executive director of Shanghai Shurui Investment Consultant Limited since September 2011; a director
of Sichuan Tianyi College since September 2011; a director of Ziyang Maysunshine Education Investment Limited
since November 2012; the chairman of the council of Sichuan Hope Automotive Vocational College since May
2013; a director of Guizhou Qiannan Economic College since September 2014; a director of Jinci College of Shanxi
Medical University since December 2014; and the chairman of the council of Sichuan Hope Automotive Technical
College since January 2017.

Mr. Wang served as the principal and managing director of Chengdu Mayflower Computer Science Professional
College (X #PT AL EHMEEER) from March 1999 to September 2007; and a supervisor of Sichuan Hope

Education from January 2005 to October 2007.

Mr. Wang graduated from Sichuan Normal University with a bachelor’s degree in education in June 2013.
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LI Tao (Z7&), aged 52, is an executive Director. Mr. Li has been appointed as executive Director of the Company
since 13 March 2017.

Mr. Li served as a director of the investment and development department of Sichuan Hope Education from
December 2010 to 2012; an executive president of Sichuan Hope Education from 2012 to 2018; the chief strategy
officer of the Company from February 2018 to March 2021; and the chairman of Dingli Corp., Ltd. (Shenzhen Stock
Exchange stock code: 300050) since March 2021.

Mr. Li was the general manager of Chengdu Hanwang Technology Co., Ltd. (BX#5E ERHZ AR A 7)) from 1995
to December 2010. Chengdu Hanwang Technology Co., Ltd. is principally engaged in development of computer
software and hardware technologies, technology transfer, technology consultation, technology services, investment
consultation (excluding securities, finance, futures), sales of computer software, hardware and external equipment,
machinery equipment and communication equipment (excluding radio equipment).

Mr. Li has been enrolled in the executive master of business administration distance learning program at China
Europe International Business School in Beijing since May 2016.

TANG Jianyuan (E#2JR), aged 54, is a non-executive Director. Mr. Tang has been appointed as non-executive
Director of the Company since 13 March 2017.

Mr. Tang has served as executive vice president and vice chairman of Sichuan Tequ Investment since December
2010 and a director of Hope Education since September 2016. Mr. Tang served as the general manager at AnShun
Tequ Feed Limited (ZE#FER &R B R A R]) from April 2003 to December 2010. AnShun Tequ Feed Limited is
principally engaged in process and sales of pigs and livestock feed.

Mr. Tang graduated from the executive master of business administration program at the School of Business of
Renmin University of China (1B A R KX2) in October 2006. In December 2016, he was elected vice president of
Feed Industry Association of Sichuan Province (P0)!|%& &} T %1 €) and was awarded the National Science and
Technology Progress Second Prize issued by the State Council in January 2018.
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LU Zhichao (&%), aged 51, is a non-executive Director. Mr. Lu has been appointed as a non-executive Director
of the Company since 13 March 2017.

Mr. Lu has served as the managing director of the Renminbi Mezzanine Fund at China Everbright Limited since 3
June 2013. Mr. Lu concurrently served in several positions at Bank of Nova Scotia from April 2001 to May 2013,
including the chief representative of the Beijing Representative Office and the strategy development officer of the
China region. Mr. Lu served as the deputy chief of the credit approval department of Bank of Communications,
Shenzhen Branch (3 BER1T %319 17) from May 1995 to August 1998. He served as the forex trading manager
of Shenzhen Ben Feng Investment Consulting Co., Ltd. (&I AN E4% & %8 ER A 7)) from February 1994 to
April 1995. Shenzhen Ben Feng Investment Consulting Co., Ltd. is principally engaged in investment consultation

L= AL

services. Mr. Lu served as the account executive of China Merchants Bank, Shenzhen Branch (BRI x5 17)
from October 1992 to January 1994.

Mr. Lu obtained a bachelor’s degree in international finance from Renmin University of China (B AR KZ) in
June 1992; a degree of master of arts from University of British Columbia in Canada in November 1999; a degree of
master in business administration from University of Western Ontario in Canada in April 2001; and was qualified as
a lawyer in China by the Ministry of Justice of China in September 1995.

HE Shengli (B ), aged 50, is the chairman of the Board and a non-executive director. Mr. He has been
appointed as the chairman of the Company since 18 February 2022 and a non-executive director of the Company
since 24 June 2021.

Mr. He served as a director of financial department and executive vice director of New Hope Company, Kunming
Branch (¥4 27 E 85 A 7)) from May 2000 to March 2008; chief financial officer of Hebei Baoshuo Co., Ltd
from March 2008 to December 2009; director of financial department of New Hope Company Limited (1% Z/% %
/A&]) from December 2009 to November 2010; chief financial officer of New Hope Husbandry Company (374 £ &
A R], formerly known as Southern Hope (F 75 % 2£)) from November 2010 to October 2011; chief financial officer
of Chongqing Dekang Husbandry (Group) Limited (EE{EER 24K (5£8) AR A ) from January 2012 to December
2014; vice president and chief financial officer of Sichuan Tequ Investment Group Limited (PU)I|{55EIE E £ E AR A
7)) since January 2015 to present.

Mr. He graduated from China Central Radio and Television University (7 & EEER AZ) in 2006 and obtained a
bachelor’s degree in Accounting.
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Zhang Jin (5R3), aged 64, is an independent non-executive Director. Mr. Zhang has been appointed as
independent non-executive Director of the Company since 14 July 2018.

Mr. Zhang is a chief senior accountant. He worked at the Health and Family Planning Commission of Sichuan
Province till April 1998, being responsible for financial operation. He served as the finance minister of West
China University Hospital of Sichuan University (P9I KEZEFEE ) from June 1998 to April 2011, and the chief
accountant of West China Second University Hospital of Sichuan University from March 2015 to August 2019. Mr.
Zhang has served as a senior accountant review expert of Sichuan Province since February 2003; a review expert
in government procurement bidding of the Ministry of Finance since January 2013; the vice chairman of the Health
Accounting Branch of China Health Economics Association since December 2015 until now; the vice president of
the Sichuan Health Economics Association, a professor of Hospital Management Master of Business Administration
of Sichuan University (79)I|’X£2), and a training expert in hospital management consulting in the PRC since June
2016; an internal control consultant of Sichuan Province since June 2017; and a chief senior accountant review
expert of of Sichuan Province since September 2019.

Mr. Zhang obtained a master’s degree in economics from Southwestern University of Finance and Economics (Fi
BT AE) in June 1990.

CHEN Yunhua (FREZ %), aged 70, is an independent non-executive Director. Mr. Chen has been appointed as
independent non-executive Director of the Company since 14 July 2018.

Mr. Chen has been hired by the Ministry of Public Security as the head of Public Security Policeman Training Center
(AZZFEEH)E M) since March 2007.

Mr. Chen was awarded Class | Police Rank from February 2010 to August 2014, served as the vice president of
the Sichuan Police Academy (PU)!|%& 222 & &) from March 2002 to August 2014, the principal of Sichuan Police
Academy (PU)I1Z%XE0%) and the deputy secretary to the Party committee from June 2009 to August 2014, and a
committee member of 11th Chinese People’s Political Consultative Conference of Sichuan Province (P4)11%& +—J&
B 1%) from October 2010 to November 2015.

Mr. Chen obtained an undergraduate degree in December 1993 and a master’s degree in law from Sichuan Union
University (Z4)11B4& A Z2) in October 1998.
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GAO Hao (5 #%), aged 40, is an independent non-executive Director.

Dr. Gao has been appointed as an independent non-executive Director of the Company since 14 July 2018. Gao
Hao has been the director of the Global Family Business Research Center (2B k25574 1)) at the Tsinghua
University National Institute of Financial Research (/&%= K 2B & giiff 7tft) since September 2015, the director of
the Strategic Cooperation and Development Office (B{B& & 1EELZ R IFAE) of Tsinghua University PBC School of
Finance from December 2014 to February 2020, the executive director of the China Financial Case Center (F Bl &
B2 {5 .0y of Tsinghua University PBC School of Finance (&% X2 F 8 0 4 g £2f7) from June 2013 to December
2014. Dr. Gao’s research and teaching center on corporate governance, corporate finance, family business and
wealth management. He has authored more than 150 articles in domestic and international academic journals and
finance magazines and has authored, edited or translated 15 books, and the cases co-authored were included as
the first private bank case from Asia and the first family office case from China by Harvard Business School.

Dr. Gao has been appointed as a member of Global Future Councils and an expert of Expert Network of World
Economic Forum since August 2019 and March 2019 respectively. He has been a council member of Think Tank
Council of All-China Federation of Industry and Commerce (2 T g4 % &% 8 €) since February 2019, a council
member and research fellow of the China Enterprise Reform and Development Society (7 B> % 2i & 858 R AT 55
=) since December 2018 and September 2017 respectively. Since October 2020, Dr. Gao has been a member of
the China Board of STEP (EIfX =5t & E R EE€) and the chairman of its sub-committee on public policy, Dr.
Gao has been a member of FFI since July 2020. He has been the editor-in-chief of the Family Business Governance
Series (RE> ¥ 512 % E) and Family Wealth Succession Series (X159 = {#7£# £) by People’s Publishing House/
The Oriental Press (AR ARt 875 Hhk4t) since December 2010, and an co-editor of Wealth Management
Journal since January 2019.

Dr. Gao obtained a bachelor’s degree in engineering from Tsinghua University in July 2005. He received a
bachelor’s degree in economics from Peking University in July 2007 and a doctorate degree in management
science from Tsinghua University in June 2012. He received the postdoctoral certificate on applied economics
(finance) from Tsinghua University in April 2017, and the postdoctoral certificate on theoretical economics from
Tsinghua University in November 2019. Dr. Gao was awarded certificates on “Corporate Board”, “Audit Committee”
and “Remuneration Committee” from Harvard Business School in July 2015, and certificates on “merger and
acquisition” and “manpower, culture and performance” from Stanford Graduate School of Business in August 2017.
Dr. Gao also received the certificate on “corporate level strategy” from Harvard Business School in March 2018, the
certificate on “venture capital” from Wharton School in May 2018, and the certificate on “High Performance Board”
at the IMD Business School in October 2018. In August 2020, Dr. Gao also received the qualification certificate of
independent director of listed company from Shenzhen Stock Exchange.

Dr. Gao has served as an independent non-executive director of Modern Media Holdings Limited (Hong Kong Stock

Exchange stock code: 72) since August 2016, and an independent director of Xinyuan Real Estate Co., Ltd. (New
York Stock Exchange stock code: XIN) since May 2018.
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Senior Management

WANG Huiwu (GE¥ER), aged 49, is the chief executive officer and the president. For the biography of Mr. Wang,
see “—Directors”.

JIANG Lin (31%), aged 55, is the chief operating officer and the executive vice president. Mr. Jiang has been
appointed as chief operating officer and executive vice president since 2 February 2018. Mr. Jiang has served as an
executive vice president of Hope Education since February 2016.

Mr. Jiang served as a technician at Hunan Chenxi Posts and Telecommunication Bureau from July 1981 to
December 1983; secretary at Hunan Chenxi Posts and Telecommunication Bureau from December 1983 to March
1993; general secretary at Hunan Posts and Telecommunication Bureau Administration Office from July 1987 to
March 1993; assistant and deputy director at Hunan Posts and Telecommunication Bureau Administration Office
from March 1993 to April 1995. Mr. Jiang worked at the General Research Office of Posts and Telecommunication
Bureau from April 1995 to October 1995; served as deputy director at News Department of Posts and
Telecommunication Bureau from October 1995 to December 1996; deputy director at Secretary office at Posts and
Telecommunication Bureau from December 1996 to October 1997, responsible for overseeing the general operation.
He served as the deputy director and special secretary at Secretary office at Posts and Telecommunication Bureau
from October 1997 to March 1998; special secretary at Information and Industry Bureau from March 1998 to August
1998; manager and assistant to office director at People’s telecommunication office of Information and Industry
Bureau from August 1998 to December 2001; deputy director at People’s telecommunication office of Information
and Industry Bureau from December 2001 to July 2007. Mr. Jiang served as a committee member of the Standing
Committee and deputy mayor of Sichuan Ziyang Municipal Committee from July 2007 to September 2012 and a
committee member of the Standing Committee of Sichuan Ziyang Municipal Committee from September 2012 to
January 2016. He has rich experience in the education, health, business, investment advancement and modern
service industries as well as in administrative management and education management.

Mr. Jiang obtained his secondary school diploma in integrated telecommunications at Hunan Posts and
Telecommunications School (& HEEH) in July 1981, his junior college diploma in Party and government
administration from Hunan Radio and Television University (#1F 4 EiEERAZ) in July 1987 and his bachelor’s
degree in economics and management from the Party School of the Central Committee of the Communist Party of
China (7 £/ R E1R) from August 2002 to December 2004. He studied business management at Graduate School
of Chinese Academy of Social Science (Bl & #EEz) from April 1994 to April 1996 and received his senior
economist qualification from the Personnel department of the Ministry of Posts and Telecommunications of the

People Republic of China in September 1998.
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LOU Qunwei (£#1&), aged 53, is the senior vice president. Ms. Lou has been appointed as the senior vice
president of the Company since 2 February 2018. Ms. Lou has served as a supervisor of Shanghai Shurui
Investment Consultant Limited since September 2011; a director of Sichuan Tianyi College since September 2011;
a director of Sichuan Hope Automotive Vocational College since May 2013; the chairman of the council and legal
representative of Sichuan Vocational College of Culture & Communication since July 2014; the senior vice president
of Hope Education since October 2014; a council member of Sichuan Hope Automotive Technical College since
January 2017; and a director of Sichuan Guojian Investment Limited since May 2017.

Ms. Lou served as assistant to the principal of Chengdu Jinjiang Cuisine School (now known as “Chengdu New
East Cuisine School”) from November 2001 to August 2004; the head of office and external liaison officer of
Chengdu Mayflower Computer Science Professional College from September 2004 to September 2007; the head
of the human resources department, a manager of the administration department, an officer of the external liaison
department and an assistant to the president of Hope Education from January 2005 to October 2014; and a director
of Sichuan Yonghe Education Investment Limited from April 2014 to April 2017.

Ms. Lou received her junior college diploma education in economics and management at Xichang College (71 &2
B) in July 1991 and a bachelor’s degree in administrative management from China Central Radio and Television
University (FF R ZEE 1R AZ) (now known as The Open University of China (B 5 5K E)) in July 2010.

YUAN Junmin (R£ ), aged 41, is the chief financial officer. Mr. Yuan has been appointed as the chief financial
officer of the Company since 1 January 2021.

Mr. Yuan served as the financial manager of Guigang Wangian Feed Co., Ltd. (E#8m& TR AR ST A F]) from
April 2006 to April 2011; the chief financial officer of Guilin Sufeng Forestry Co., Ltd. (FE#REARE SR A R]) and
Hezhou Sufeng Forestry Co., Ltd. (B /M R E /K5 R A 7)) from July 2011 to February 2012; head of accounts office
of the financial centre in Chongging Dekang Husbandry (Group) Limited (& /& E & 24 (£8) AR A 7)) and head
of financial management office of poultry division in Sichuan Dekang Husbandry and Foods Group Co., Ltd. (Z4)I|
EEEMRmEERKMDERAQR]) from from May 2012 to August 2015, chief financial officer of property and tourism
division in Sichuan Tequ Investment Group Limited (P0)!|455&1% & & [ 5 PR A 7)) from September 2015 to December
2020; he concurrently worked as the chief financial officer of Guizhou Tequ New Agriculture Group Co., Ltd. (Z /14
3T 2 2 =B AFE A 7)) from October 2018 to December 2020.

Mr. Yuan obtained a bachelor’s degree in accounting from Dongbei University of Finance and Economics in July
2009.
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HUANG Zhongcai (E £ 8f), aged 37, is the vice president and joint company secretary. Mr. Huang has been
appointed as the vice president of the Company since 14 November 2018, and has been appointed as one of the
joint company secretaries of the Company since 15 March 2018. Mr. Huang has been the vice president of Hope
Education since July 2014.

From December 2012 to July 2014, he served as head of finance department at Chengdu Mayflower Computer
Science Professional College. Mr. Huang worked at E’'mei Shan E’'mei Chun Spirits Co., Ltd. (k& 1L BEHEEXFR
7~ 7)) as general manager from 2011 to 2012. He has also worked at Sichuan Xian Zhi Zhu Jian Tea Sales Co., Ltd. (M
JBI 2T R A ZE S B R A R]) as manager, responsible for finance operation.

In June 2007, Mr. Huang graduated from Sichuan Agriculture University (PU)1] 2% X £2) with a bachelor’s degree in
finance management.

Joint Company Secretaries

HUANG Zhongcai (Z£8f) has been appointed as one of the joint company secretaries of our Company on 15
March 2018. For the biography of Mr. Huang Zhongcai, see “— Senior Management”.

During the Reporting Period, Ms. Leung Wing Han Sharon has resigned as one of the joint company secretaries
of the Company with effect from 28 February 2022. Ms. Chan Yin Wah has been appointed as one of the joint
company secretaries of the Company with effect from 28 February 2022. For the biographical details of Ms. Chan,
please refer to the announcement of the Company dated 28 February 2022.

HOPE EDUCATION GROUP CO., LTD. e 2022 ANNUAL REPORT 41



REPORT OF DIRECTORS

The Board is pleased to present its report together with the audited consolidated financial statements of the Group
for the year ended 31 August 2022.

PRINCIPAL ACTIVITIES

The Company is an investment holding company. The Group focuses on providing higher education services.
Details of the activities of its principal subsidiaries and consolidated affiliated entities are set out in Note 1 to the
consolidated financial statements.

RESULTS AND BUSINESS REVIEW

The results of the Group for the year ended 31 August 2022 are set out in the consolidated statement of profit or
loss and other comprehensive income on page 129 of this annual report.

A fair review of the business of the Group during the year and its future development and outlook, important events
affecting the Company that have occurred during the year ended 31 August 2022, an analysis of the Group’s
performance during the year using financial key performance indicators, and the Company’s environment policy
and performance as required under Schedule 5 to the Companies Ordinance (Chapter 622 of the Laws of Hong

Kong) are set out in the sections headed “Chairman’s Statement”, “Management Discussion and Analysis” and “ESG
Report” of this annual report, which also constitute part of this report.

COMPLIANCE WITH RELEVANT LAWS AND REGULATIONS

The Group has complied with the requirements under the Companies Ordinance, the Listing Rules and the SFO
for, among other things, the disclosure of information and corporate governance. The Group has also adopted the
Model Code.

The Group and its activities are required to comply with the requirements of laws and regulations of China, including
but not limited to the Foreign Investment Industries Guidance Catalogue (2017 version) (S5 E E 25 E H &%)
(2017 £ {£7])), the Education Law of the PRC (7 #E AR ELMBEIZE %)), the Law for Promoting Private Education
(RPHAB(2#EE), the Implementation Rules for the Law for Promoting Private Education ( R#ZE (2 EEE i
{&191)), the Foreign Investment Law of the People’s Republic of China (F#E A RLMBE IR E L)) and other
normative documents.

For the year ended 31 August 2022, the Group was not aware of material non-compliance with the relevant laws
and regulations that have a significant impact on the business and operations of the Group.
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EMPLOYEES

As at 31 August 2022, the Group had approximately 12,660 faculty members. For details of the gender and age
distribution and loss rate of employees, see the “ESG Report” of this annual report.

MAJOR CUSTOMERS AND SUPPLIERS

Our customers are primarily our students.

Our suppliers primarily comprise book suppliers, teaching equipment vendors, equipment and materials vendors
and the university with which we have a partnership agreement. For the year ended 31 August 2022, the percentage
of purchases attributable to the Group’s five largest suppliers combined was less than 34% of the annual total
purchases.

RELATIONSHIP WITH EMPLOYEES, SUPPLIERS AND CUSTOMERS

The Group understands the importance of maintaining a good relationship with its employees, suppliers and
customers to meet its immediate and long-term goals. The Group maintains a good relationship with employees,
suppliers and customers. During the year ended 31 August 2022, there were no material and significant dispute
between the Group and its employees, suppliers and/or customers.

PRINCIPAL RISKS AND UNCERTAINTIES

Save as disclosed in the section headed “Risks in relation to the Arrangements and Actions Taken to Reduce Risks”
in this report, the following list is a summary of certain principal risks and uncertainties facing the Group:

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.

o The private higher education business is relatively new and may not gain wide acceptance in China.
o We face intense competition in China’s higher education industry, which could lead to adverse pricing
pressure, reduced operating margins, loss of market share, departures of qualified employees and increased

capital expenditure.

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

° We may not be able to successfully establish new schools pursuant to our proposed timeline or we may not

be able to establish new schools at all. We may not be able to successfully execute our plan to establish an
university in the United States.
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° We may not be able to successfully integrate businesses that we acquire, which may cause us to lose the
anticipated benefits from such acquisitions and to incur significant additional expenses.

° We are subject to uncertainties brought by the Amendment of Law for Promoting Private Education of the
PRC (A R LTI RPHE (2R IEEZ)) and the Draft Revision of the Implementation Rules on the Law
for Promoting Private Education of the PRC (F# A R £ AE R #1285 12 A B 1 16 51)).

° We may not be able to register the independent colleges as for-profit private schools or complete relevant
procedures or obtain the government registrations under the current form of the MOE Draft for Comments.

However, the above is not an exhaustive list. Investors are advised to make their own judgment or consult their own
investment advisors before making any investment in the Shares.

The Company has implemented various measures to mitigate these risks and uncertainties. Further reviews are set
out in the section headed “Corporate Governance Report — Risk Management and Internal Controls” in this annual
report.

DIVIDEND POLICY

Our Company has adopted a dividend policy on payment of dividends. 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
(including all applicable PRC laws and regulations which our schools are required to comply with). 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.

PAYMENT OF FINAL DIVIDEND

The Board does not recommend the payment of a final dividend for the year ended 31 August 2022 due to funding
arrangements such as debt servicing and school establishment expenses.
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ANNUAL GENERAL MEETING

The forthcoming annual general meeting will be held on Friday, 24 February, 2023. Notice convening the annual
general meeting and other relevant documents will be published and dispatched to the Shareholders of the
Company in due course.

CLOSURE OF REGISTER OF MEMBERS

To determine the entitlement to attend and vote at the annual general meeting to be held on Friday, 24 February,
2023, the register of members of the Company will be closed from Tuesday, 21 February, 2023 to Friday, 24
February, 2023 (both days inclusive), during which period no transfer of shares will be registered. In order to be
qualified to attend and vote at the annual general meeting, all share transfer documents accompanied by the
relevant share certificates must be lodged with the Company’s share registrar and transfer office, Computershare
Hong Kong Investor Services Limited at Shops 1712-1716, 17th floor, Hopewell Centre, 183 Queen’s Road East,
Wanchai, Hong Kong for registration not later than 4:30 p.m. on Monday, 20 February, 2023.

SHARE CAPITAL

Details of changes in the share capital of the Company during the year are set out in Note 30 to the consolidated
financial statements.

PROPERTY, PLANT AND EQUIPMENT

Details of movements in property, plant and equipment of the Group during the year ended 31 August 2022 are set
out in Note 13 to the consolidated financial statements.

DISTRIBUTABLE RESERVES OF THE COMPANY

Movements in reserves of the Company during the year ended 31 August 2022 are set out in Note 32 to the
consolidated financial statements.

Our reserves available for distribution to the Shareholders consist of share premium. Under the Companies Law of
the Cayman Islands and subject to compliance with the Articles of Association, the share premium account may
be applied by the Company for paying distributions or dividends to the Shareholders if immediately following the
date on which the distribution or dividend is proposed to be paid, we will be able to pay off our debts as they fall
due in the ordinary course of business. As at 31 August 2022, the Company’s reserve available for distribution to
Shareholders amounted to approximately RMB5,017 million.

HOPE EDUCATION GROUP CO., LTD. e 2022 ANNUAL REPORT 45



REPORT OF DIRECTORS

DIRECTORS

The Directors during the year ended 31 August 2022 and up to the date of this annual report were:

Executive Directors

Mr. Xu Changjun

Mr. Wang Huiwu (Chief Executive Officer and President)
Mr. Li Tao

Non-Executive Directors
Mr. He Shengli (Chairman)
Mr. Lu Zhichao

Mr. Tang Jianyuan

Independent Non-Executive Directors
Mr. Zhang Jin

Mr. Chen Yunhua

Dr. Gao Hao

DIRECTORS’ SERVICE CONTRACTS AND LETTERS OF APPOINTMENT

Each of the executive Directors and non-executive Directors has entered into a service contract with the Company,
and is subject to re-election as and when required under the Articles of Association. The term of each of the service
contracts shall end when the service contract is terminated in accordance with the terms and conditions of the
service contract or by either party giving to the other party not less than one month’s prior notice in writing.

Each of our independent non-executive Directors has entered into a letter of appointment with the Company,
and is subject to re-election as and when required under the Articles of Association, which may be terminated in
accordance with the terms and conditions of the letter of appointment or by either party giving to the other party
not less than one month’s prior notice in writing.

Save as aforesaid, no Director proposed for re-election at the annual general meeting has a service contract with
the Company which are not determinable by the Company within one year without payment of compensation, other
than normal statutory compensation.

INDEPENDENCE OF INDEPENDENT NON-EXECUTIVE DIRECTORS

The Company has received, from each of the independent non-executive Directors, an annual confirmation of
his independence pursuant to Rule 3.13 of the Listing Rules. The Company considers all the independent non-
executive Directors are independent.
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DIRECTORS’ AND CHIEF EXECUTIVES’ INTERESTS AND SHORT POSITIONS IN SHARES,
UNDERLYING SHARES AND DEBENTURES OF THE COMPANY AND ITS ASSOCIATED
CORPORATIONS

As at 31 August 2022, the interests or short positions of the Directors and chief executives of the Company in the

shares, underlying shares and debentures of the Company or any of its associated corporations (within the meaning

of Part XV of the SFO) which was required to be notified to the Company and the Hong Kong Stock Exchange

pursuant to Divisions 7 and 8 of Part XV of the SFO (including interests and short positions which any such

Directors and chief executive(s) of the Company is taken or deemed to have under such provisions of the SFO) or

which was required pursuant to Section 352 of the SFO to be entered in the register referred to therein or which

was otherwise required to be notified to the Company and the Hong Kong Stock Exchange pursuant to the Model

Code were as follows:

Name of
Director

Wang Huiwu®

Li Tao®

He Shengli

Tang Jianyuan
(3) and (4)

Position

Executive
Director and

Capacity/
Nature of Interest

Founder of a
discretionary trust

Chief Executive who can influence

Officer

Executive
Director

Non-executive
Director and
Chairman

Non-executive
Director

how the trustee

exercises his

discretion
Beneficial interest

Founder of a
discretionary trust
who can influence
how the trustee
exercises his
discretion

Beneficial interest

Beneficial interest

Interest in controlled
corporation
Interest of spouse

Interest in controlled
corporation
Interest of spouse

HOPE EDUCATION GROUP CO., LTD.

Number of
Shares Held

4,140,948,240

11,120,000
4,152,068,240
718,395,000

5,697,167

840,000

77,050,101

15,826,106
92,876,207
5,489,028

1,127,447
6,616,475

Approximate
Percentage of
Shareholding in
the Company as

Long Position/ at 31 August

Short Position 2022
Long Position
Long Position
51.72%
Short Position 8.95%
Long Position 0.07%
Long Position 0.01%
Long Position
Long Position
1.16%
Short Position
Short Position
0.08%
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Notes:

U

©)

As at 31 August 2022, Wang Huiwu (E &) holds 100% interest in Maysunshine Trust Limited (Credit Suisse Trust Limited
as trustee), Maysunshine Trust Limited holds 100% interest in Maysunshine Holdings Limited, Maysunshine Holdings
Limited hold 96% interest in Maysunshine Limited, Maysunshine Limited hold 49% interest in Hope Education Investment
Limited, Hope Education Investment Limited holds 51.58% interest in the Company. Accordingly, Wang Huiwu (EFEE) is
deemed as holding interest in the Company through Hope Education Investment Limited.

Mr. Li Tao is interested in 5,697,167 share options to subscribe for 5,697,167 Shares granted under the 2018 Pre-IPO Share
Option Scheme.

As at 31 August 2022, Tang Jianyuan (Ef&J&) holds approximately 82.96% interest in Striving Origin Company Limited
(4 1HRIRAR A F]), Striving Origin Company Limited (£ 1#18JRE R A 7)) holds approximately 13.50% interest in Tequ
Group Limited (¥rBE& B AR 2 7)), Tequ Group Limited (%55& £ [# A R 2 7]) holds approximately 16.615% interest in Hope
Education Investment Limited (%2245 % & AR 7)), and Hope Education Investment Limited (5 Z2# B & BR A R])
holds approximately 51.58% interest in the Company. Accordingly, Tang Jianyuan (Ef£JR) is deemed as holding interest in
the Company through Hope Education Investment Limited (7 22 B % & AR A A)).

As at 31 August 2022, Liu Birong (212 7%) holds approximately 17.04% interest in Striving Origin Company Limited (418§
IR R A A), Striving Origin Company Limited (4 E48JRE R A 7)) holds approximately 13.50% interest in Tequ Group
Limited (f:8a5 B AR F]), Tequ Group Limited (¥ E AR A ) holds approximately 16.615% interest in Hope
Education Investment Limited (% 2% 5 % & AR A 7)), and Hope Education Investment Limited (5 Z2# B & BR A R])
holds approximately 51.58% interest in the Company. Liu Birong (Z122%) is spouse of Tang Jianyuan (E#£J7). Accordingly,
Tang Jianyuan (JE{#)5) is deemed to be interested in the same number of shares of Striving Origin Company Limited (41

RRAMRAF) held by Liu Birong (Z12 7).

As at 31 August 2022, the number of issued shares was 8,027,550,706 Shares.

Save as disclosed above, as at 31 August 2022, none of the Directors and chief executive(s) of the Company had or

was deemed to have any interests or short positions in the shares, underlying shares or debentures of the Company

or any of its associated corporations (within the meaning of Part XV of the SFO) which were required to be entered

in the register required to be kept by the Company pursuant to Section 352 of the SFO or which was required to be

notified to the Company and the Hong Kong Stock Exchange pursuant to the Model Code.

DIRECTORS’ RIGHTS TO ACQUIRE SHARES OR DEBENTURES

Save for the Pre-IPO Share Options granted to the Directors, at no time during the year was the Company, or its

holding company, subsidiaries or fellow subsidiaries a party to any arrangements to enable the Directors to acquire

benefits by means of the acquisition of shares in, or debentures of, the Company or any other corporations.

48

HOPE EDUCATION GROUP CO., LTD. e 2022 ANNUAL REPORT



REPORT OF DIRECTORS

SUBSTANTIAL SHAREHOLDERS’ AND OTHER PERSONS’ INTERESTS AND SHORT POSITIONS
IN THE SHARES AND UNDERLYING SHARES OF THE COMPANY AND ITS ASSOCIATED
CORPORATIONS

To the knowledge of any of Directors or chief executives of the Company, as at 31 August 2022, the following
persons (other than the Directors or chief executives of the Company) or entities have an interest or short positions
in Shares and underlying Shares of the Company which are required to be disclosed to the Company under the
provisions of Divisions 2 and 3 of Part XV of the SFO or as recorded in the register required to be kept under
Section 336 of the SFO:

Approximate
Percentage of
Shareholding in

the Company
Capacity/ Number of  Long Position/ as at 31 August
Name of Shareholder Nature of Interest Shares Held  Short Position 2020
Hope Education Investment Limited® Beneficial interest 4,140,948,240  Long Position 51.58%
718,395,000  Short Position 8.95%
Credit Suisse Trust Limited™ Trustee 4,140,948,240  Long Position 51.58%
718,395,000  Short Position 8.95%
Maysunshine Limited™ Interest in controlled corporation 4,140,948,240  Long Position 51.58%
718,395,000  Short Position 8.95%
Maysunshine Holdings Limited" Interest in controlled corporation 4,140,948,240  Long Position 51.58%
718,395,000  Short Position 8.95%
Tequ Group A Limited™ Interest in controlled corporation 4,140,948,240  Long Position 51.58%
718,395,000  Short Position 8.95%
Tequ Group (Hong Kong) Company Interest in controlled corporation 4,140,948,240  Long Position
Limited ® Beneficial interest 42,242,703  Long Position
4,183,190,943 52.11%
Interest in controlled corporation 718,395,000  Short Position 8.95%
Shanghai Yi Zeng Management Co., Interest in controlled corporation 4,183,190,943  Long Position 52.11%
Ltd. (LB ZIBEBERAR) O 718,395,000  Short Position 8.95%
Sichuan Tequ Investment Interest in controlled corporation 4,183,190,943  Long Position 52.11%
718,395,000  Short Position 8.95%
Chengdu West Hope Group Limited Interest in controlled corporation 4,183,190,943  Long Position 52.11%
(RHEBFEEEERAA) 718,395,000  Short Position 8.95%
(“West Hope”) ®
Sichuan Puhua Agricultural Technology  Interest in controlled corporation 4,183,190,943  Long Position 52.11%
Development Limited 718,395,000  Short Position 8.95%
(T EERFREERBRAR)O
Zhang Qiang (5k54)" Interest in controlled corporation 4,183,190,943  Long Position 52.11%
718,395,000  Short Position 8.95%
Wang Degen (E/215)" Interest of spouse 4,183,190,943  Long Position 52.11%
718,395,000  Short Position 8.95%
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Approximate
Percentage of
Shareholding in
the Company
Capacity/ Number of  Long Position/ as at 31 August
Name of Shareholder Nature of Interest Shares Held  Short Position 2020
Chen Yuxin (& 1) Interest in controlled corporation 4,183,190,943  Long Position 52.11%
718,395,000  Short Position 8.95%
Zhao Guigin (HEHEZ)" Interest in controlled corporation 4,183,190,943  Long Position 52.11%
Interest of spouse 718,395,000 Short Position 8.95%
Credit Suisse Group AG? Interest in controlled corporation 870,338,605 Long Position
Investment Manager 1,734,000 Long Position
872,072,605 10.86%
765,819,420  Short Position 9.54%
Notes:

V)

©)

Hope Education Investment Limited, a BVI company, is owned as to 49.00% by Maysunshine Limited, 34.385% by Tequ
Group A Limited and 16.615% by Tequ Group Limited.

Maysunshine Limited is owned as to 96.00% by Maysunshine Holdings Limited, which is in turn 100% beneficially owned
by Wang Huiwu (T %) whereas Credit Suisse Trust Limited acts as trustee.

Thus, Maysunshine Limited, Tequ Group A Limited, and Maysunshine Holdings Limited, are deemed to be interested in
4,140,948,240 Shares of Long Position and 718,395,000 Shares of Short Position.

Tequ Group A Limited is a wholly-owned subsidiary of Tequ Group (Hong Kong) Company Limited. Tequ Group (Hong
Kong) Company Limited is wholly owned by Shanghai Yi Zeng Enterprise Management Co., Ltd. (/878 ¥E1EH
fR27]). Shanghai Yi Zeng Enterprise Management Co., Ltd. (/88 {M¥EEH R A R]) is wholly owned by Sichuan
Tequ Investment, which is in turn owned as to 55% by West Hope and 45% by Sichuan Puhua Agricultural Technology
Development Limited (70113 2 3/ K 3 R AR A 7). West Hope is owned as to 60% by Chen Yuxin (|85 #7) and 40%
by Zhao Guigin (#5#£2). Chen Yuxin (B #1) and Zhao Guigin (f#8#£%) are spouses. Wang Degen (T 1&4R) and Zhang
Qiang (3% 3%) are spouses. Sichuan Puhua Agricultural Technology Development Limited (P0)1| &% 2 2R E AR A A) is
owed as to 52.20% by Zhang Qiang (3X58).

Thus, Tequ Group (Hong Kong) Company Limited, Shanghai Yi Zeng Enterprise Management Co., Ltd. (F/8 28 h¥EI12E
fR /2 7)), Sichuan Tequ Investment, West Hope, Sichuan Puhua Agricultural Technology Development Limited (79113 2 & 2
Rl # R AR A 7)), Zhang Qiang (3538), Wang Degen (T 1&48), Chen Yuxin (FR B #7) and Zhao Guigin (#4#£%) are deemed

to be interested in 4,183,190,943 Shares of Long Position and 718,395,000 Shares of Short Position.

Hope Education Investment Limited indirectly holds relevant interests and short positions through a series of its controlled
corporations, including holding of unlisted derivatives (physical settlement: 423,395,000 Shares (short positions); others:
423,395,000 Shares (long positions)).

Credit Suisse Group AG indirectly holds relevant interests and short positions through a series of its controlled corporations,
including holding of certain listed derivatives (convertible instruments: 30,809,505 Shares (long positions) and unlisted
derivatives (cash settlement: 42,618,000 Shares (long positions) and 40,408,000 Shares (short positions); physical
settlement: 423,395,000 Shares (long positions) and 4,961,320 Shares (short positions)).

Based on the number of issued shares of the Company as at 31 August 2022, being 8,027,550,706 Shares.

Save as disclosed above, as at 31 August 2022, the Directors and chief executives of the Company are not aware
of any other person or corporation who has an interest or short positions in Shares or underlying Shares of the
Company which are required to be disclosed to the Company under the provisions of Divisions 2 and 3 of Part XV
of the SFO or as recorded in the register required to be kept under Section 336 of the SFO.
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2018 PRE-IPO SHARE OPTION SCHEME

The Company adopted the 2018 Pre-IPO Share Option Scheme on 18 March 2018 for the purpose of incentivizing
eligible participants for their contribution to the Group. The following is a summary of the principal terms of the
2018 Pre-IPO Share Option Scheme. The terms of the 2018 Pre-IPO Share Option Scheme are not subject to the
provisions of Chapter 17 of the Listing Rules as the 2018 Pre-IPO Share Option Scheme will not involve the grant of
Pre-IPO Share Options by us to subscribe for Shares after we have become a listed issuer.

Purpose

The 2018 Pre-IPO Share Option Scheme is a share incentive scheme and is established to, among others, promote
the success and enhance the value of the Company by linking the personal interests of the selected participants
to those of the Shareholders and by providing such individuals with an incentive for outstanding performance to
generate superior returns to the Shareholders. The 2018 Pre-IPO Share Option Scheme will enable the Company to
retain, motivate and reward the services of the selected participants, and to provide remuneration, compensation
and/or benefits.

Who may Join

The eligible participants under the 2018 Pre-IPO Share Option Scheme (the “Participants”) include the following:

(i) any director (including Executive Director, Non-executive Director and Independent Non-executive Director) of
any member of the Group from time to time and any employee or officer of any member of the Group; and

(i) any senior officer, advisor, consultant, distributor, contractor, customer, supplier, agent, business partner,
joint venture business partner or service provider of any member of the Group;

whom the Board considers, in its sole discretion, has contributed or will contribute to the Group.

Maximum Number of Shares

The total number of Shares subject to the 2018 Pre-IPO Share Option Scheme is 500,000,000 Shares, representing
approximately 6.2% of the issued Shares as at the date of this annual report.

Maximum Entitlement of Each Participant
Under the 2018 Pre-IPO Share Option Scheme, the Board shall be entitled to make an offer to any participant
subject to the Pre-IPO Share Options for the subscription of such number of Shares as the Board may determine.

Any offer may be accepted by the grantees of the Pre-IPO Share Options (the “Grantees”) in respect of less than
the number of Shares to which the offered option relates.
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Vesting and Exercise Period

Except as provided otherwise and subject to the terms and conditions upon which such Pre-IPO Share Option
was granted, the vesting period for any Pre-IPO Share Option granted to a Grantee under the 2018 Pre-IPO Share
Option Scheme will be stated in the grant letter through which the offer is made.

The Pre-IPO Share Options are only exercisable upon the Listing of our Shares on the Hong Kong Stock Exchange.
There is no performance target that needs to be achieved by the Grantee before the Pre-IPO Share Options can be
exercised.

Amounts Payable for Application or Acceptance of Share Options

The Pre-IPO Share Option shall remain open for acceptance by the participant to whom an offer is made for a
period of five days from the offer date, provided that no such offer shall be open for acceptance after the 2018 Pre-
IPO Share Option Scheme has been terminated in accordance with the provisions thereof. HK$1.00 is required to
be paid by the Grantees as consideration for the grant of the Pre-IPO Share Option.

Exercise Price

There are in total three tranches of Pre-IPO Share Options under the 2018 Pre-IPO Share Option Scheme, namely
Pre-IPO Share Options under tranche A (“Tranche A Options”), tranche B (“Tranche B Options”) and tranche C
(“Tranche C Options”). Subject to any alteration in the capital structure of the Company by way of capitalization
of profits or reserves, rights issue, sub-division or consolidation of Shares or reduction of share capital of the
Company, the exercise price is HKD0.68 for Tranche A Options, HKD1.07 for Tranche B Options, and HKD1.30 for
Tranche C Options.

Duration of the 2018 Pre-IPO Share Option Scheme

The 2018 Pre-IPO Share Option Scheme shall be valid and effective for the period of time commencing on the
scheme adoption date of 18 March 2018 and expiring on the day immediately prior to the date on which the Shares
first commence trading on the Hong Kong Stock Exchange (i.e. 3 August 2018), after which period no further Pre-
IPO Share Options will be granted but the provisions of the 2018 Pre-IPO Share Option Scheme shall remain in
force to the extent necessary to give effect to the exercise of any Pre-IPO Share Options which are granted during
the life of the scheme or otherwise as may be required in accordance with the provisions of the 2018 Pre-IPO Share
Option Scheme.

Share Options Granted under the 2018 Pre-IPO Share Option Scheme
As at 31 August 2022, the number of relevant Shares subject to outstanding options granted under the 2018 Pre-
IPO Share Option Scheme is 230,287,254 Shares, representing approximately 2.9% of the issued share capital of

the Company. As at 31 August 2022, our Company had granted Pre-IPO Share Options to 321 Participants under
the 2018 Pre-IPO Share Option Scheme.
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PURCHASE, SALE OR REDEMPTION OF THE COMPANY’S LISTED SECURITIES

During the period from 20 June 2022 to July 2022, the Company repurchased convertible bonds with a principal
amount of US$34,900,000, representing 9.97% of the aggregate principal amount of the convertible bonds
initially issued. As at the date of this annual report, all the repurchased convertible bonds have been cancelled,
and the aggregate outstanding principal amount of the convertible bonds originally issued was US$315,100,000,
representing 90.03% of the aggregate principal amount of the convertible bonds originally issued. As at 31 August
2022, save for disclosed above, the Company or its subsidiaries did not purchase, sell or redeem any listed
securities of the Company.

BANK LOANS AND OTHER BORROWINGS

Details of bank loans and other borrowings of the Group on 31 August 2022 are set out in Note 27 to the
consolidated financial statements.

EQUITY-LINKED AGREEMENTS

Save for the 2018 Pre-IPO Share Option Scheme and the grant of options on 11 May 2022 as described in the
above, no equity-linked agreements were entered into by the Company during the year ended 31 August 2022.

DIRECTORS’ INTERESTS IN MATERIAL TRANSACTIONS, ARRANGEMENTS OR CONTRACTS

Save as disclosed in note 35 to the consolidated financial statements and in the section headed “Continuing
Connected Transactions” in this annual report, during the year ended 31 August 2022, none of the Directors or
entities connected with the Directors, had a material interest, whether directly or indirectly, in any transactions,
arrangements or contracts of significance to the business of the Group to which the Company, its controlling
company, any of its subsidiaries or fellow subsidiaries was a party.

MANAGEMENT CONTRACTS

No contract concerning the management and administration of the whole or any substantial part of the business of
the Group was entered into or existed during the year ended 31 August 2022.

CONTRACTS OF SIGNIFICANCE ENTERED INTO WITH CONTROLLING SHAREHOLDERS

During the year ended 31 August 2022, save as disclosed in note 35 to the consolidated financial statements and
in the section headed “Continuing Connected Transactions” in this annual report, no other contract of significance
was entered into by the Company or any of its subsidiaries with the Controlling Shareholders of the Company or its
subsidiaries.

During the year ended 31 August 2022, there was no contract of significance for the provision of services to the
Company or any of its subsidiaries by a Controlling Shareholder of the Company or any of its subsidiaries.
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CONTINUING CONNECTED TRANSACTIONS

In the related party transactions disclosed in Note 35 to the consolidated financial statements, the following
transactions constitute continuing connected transactions of the Company and need to be disclosed in this annual
report under the requirements of Chapter 14A of the Listing Rules. The Company confirms that it has been in
compliance with disclosure requirements under Chapter 14A of the Listing Rules in respect of all of its continuing
connected transactions.

1. Property Leasing Framework Agreement

Since 2014 and for the year ended 31 August 2022, our schools have leased certain properties to certain
of the 30%-controlled companies of Wang Huiwu and the then subsidiaries of Hope Education, which
became subsidiaries of Tequ Education following the division as discussed in “History — Reorganization
of our Consolidated Affiliated Entities — The Division of Hope Education for Delineation of Business” in the
Prospectus. Our Company, Mr. Wang Huiwu and Tequ Education entered into a property leasing framework
agreement (the “Property Leasing Framework Agreement”) on 20 July 2018 in respect of the leasing of land,
buildings, ancillary facilities from us to Tequ Education and/or its associates. On 11 February 2021, Hope
Education (a consolidated affiliated entity of the Company) and Tequ Education entered into the New Property
Leasing Framework Agreement, pursuant to which Hope Education (a consolidated affiliated entity of the
Company) and its respective subsidiaries shall lease certain properties to Tequ Education for a term of three
years commencing from 1 January 2021 and ending on 31 August 2023. The following table sets forth a
summary of the Property Leasing Framework Agreement.

Proposed

annual cap

for the

Description of the Historical amounts for the year ended

Lessee Lessor Duration of the Lease properties leased year ended 31 August 31 August
(in millions of RMB)

Mr. Wang Huiwu and QOur Company  For a period of three years Land area of approximately 2021 2022 2023
Tequ Education and/ commencing on the Listing 0.3 million sq.m.; gross 50 53 30.0
or their respective Date; if neither party raises floor area of approximately
associates any objection and subject to 0.2 million sg.m.

the regulatory requirements
in the place where our Shares
are listed, the term will be
automatically renewed for a
further term of three years
upon expiry.

As Mr. Wang Huiwu is an executive Director of our Company and Tequ Education is an associate of our
Substantial Shareholders, each of Mr. Wang Huiwu and Tequ Education is our connected person under Rules
14A.07(1), 14A.07(4) and 14A.13(1) of the Listing Rules.

Mr. Wang Huiwu and Tequ Education and/or their respective associates lease certain of our properties for the
use of teaching, training and ancillary activities, and we expect that we will continue to lease such properties

to Mr. Wang Huiwu and Tequ Education and/or its associates in the future to better utilize our idle properties.

The rental payable per annum is determined by negotiation with related parties with reference to the market
rates of similar properties in the vicinity.
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The amounts of rent paid or payable by Tequ Education and/or its associates to us for the year ended
31 August 2022 were RMB5.3 million. The annual caps were estimated based on the rental payable as
determined with reference to (i) the historical amounts; and (ii) as advised by our property valuer, according to
market practice, landlords would usually offer a discounted rental rate for the first couple of years in long-term
leases of large sites, after which rental rates would be gradually increased over the course of the term of the
lease. Our property valuer has confirmed that (i) the terms and conditions of the Property Leasing Framework
Agreement are made on normal commercial terms, fair and reasonable and on market rate; and (i) the total
amount payable to us under the Property Leasing Framework Agreement is no less favorable than those
offered by Independent Third Parties.

Contractual Arrangements

Reasons for Entering into Contractual Arrangements

We currently conduct our private education business through our consolidated affiliated entities in the
PRC, as PRC laws and regulations, or the implementation of PRC laws and regulations relating to foreign
ownership in the higher education industry by relevant government authorities, generally prohibit or restrict
foreign ownership in the private education industry in the PRC. PRC laws and regulations currently restrict the
operation of higher education institutions to Sino-foreign ownership, in addition to imposing a qualification
requirement on the foreign owners. Further, government approvals in respect of Sino-foreign ownership in the
private education sector have, with very limited exception, been withheld. We do not hold any direct equity
interest in our consolidated affiliated entities. The contractual arrangements, through which we are able to
exercise control over, and derive the economic benefits from our consolidated affiliated entities, have been
narrowly tailored to achieve our business purpose and minimize potential conflict with relevant PRC laws and
regulations.

In order to comply with the PRC laws and regulations as set out above while availing ourselves to international
capital markets and maintaining effective control over all of our operations, on 14 March 2018, our wholly-
owned subsidiary, WFOE entered into various agreements (as amended and superseded by certain
agreements dated 22 June 2018, as the case may be, and the supplementary agreement entered into on
8 July 2020) that together constitute the contractual arrangements with, among others, our consolidated
affiliated entities, under which substantially all economic benefits arising from the business of our consolidated
affiliated entities are transferred to WFOE to the extent permitted under the PRC laws and regulations by
means of services fees payable by our consolidated affiliated entities to WFOE.
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The following simplified diagram illustrates the flow of economic benefits from Hope Education to us under
the contractual arrangements:

Registered Shareh

Management and Service fees 100% |
consultancy service

Notes:

(1)  “—” denotes direct legal and beneficial ownership in the equity interest.

(2)  “---9” denotes contractual relationship.

@)  “----" denotes the control by WFOE over the Registered Shareholders through (1) powers of attorney to exercise
all shareholders’ rights in Hope Education; (2) exclusive options to acquire all or part of the equity interests in Hope
Education; and (3) equity pledges over the equity interests in Hope Education as to exercise the right of control upon

Registered Shareholders.

(4) Registered Shareholders refer to shareholders of Hope Education, namely, Sichuan Tequ Investment, Chengdu
Mayflower Investment Management, CEL Maiming and Guangwei Qinghe.

As at the date of this annual report, we had not encountered any interference or encumbrance from any

PRC governing bodies in relation to the contractual arrangements. The consolidated financial results of our
consolidated affiliated entities, which engage in education service, are consolidated into those of our Group.
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Listing Rules Implications

The table below sets forth the connected persons of our Company involved in the contractual arrangements

and the nature of their connection with our Group. The transactions under the contractual arrangements

constitute continuing connected transactions of our Company under the Listing Rules upon Listing.

Name

Sichuan Tequ Investment and Chengdu Mayflower
Investment Management

Wang Huiwu and Tang Jianyuan

Wang Degen

Sichuan Tequ Investment, West Hope, Sichuan
Puhua Agricultural Technology Development
Limited (P91 &2 2 2 RBH3 2 E B R 2 A)), Sichuan
Shengbo Genyuan Trade Limited (79)!| 18185 &
5B /A7]), Fu Wenge (X&), Chen Yuxin (R 5
#7), Zhao Guigin (f#8#%), Zhang Qiang (3538), Liu
Birong (12 %), Wang Qiang (£ 34), Lan Hai (F55),
Zeng Zheng (¥ 1F), Zhou Xingbang (/&£ &), Wang
Xiaoguo (£ Z ), Xiao Song (H #2), Mei Shaofeng
(Mg4AE%)

Chengdu Mayflower Investment Management, CEL
Maiming, Guangwei Qinghe

Spouses of the Substantial Shareholders (as
applicable)

HOPE EDUCATION GROUP CO., LTD. e

Connected relationships

A substantial shareholder of Hope Education, and
therefore a connected person of our Company
under Rule 14A.07(1) of the Listing Rules
Substantial Shareholders and Directors of the
Company and therefore connected persons of our
Company under Rule 14A.07(1) of the Listing Rules
A former Director of the Company, and a substantial
shareholder and therefore a connected person of
our Company under Rule 14A.07(1) of the Listing
Rules

Substantial Shareholders of the Company and
therefore connected persons of our Company under
Rule 14A.07(1) of the Listing Rules

Substantial Shareholders of Hope Education and
therefore connected persons of our Company under
Rule 14A.07(1) of the Listing Rules

Spouses of the Substantial Shareholders of the
Company and therefore connected persons of our
Company under Rule 14A.07(1) and Rule 14A.12(1)
(a) of the Listing Rules
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Summary of the Material Terms of the Contractual Arrangements

A description of each of the specific agreements that comprise the Contractual Arrangements is set out

below.

Q)

Exclusive Management Consultancy and Business Cooperation Agreement

Pursuant to the exclusive management consultancy and business cooperation agreement dated
14 March 2018 entered into by and among WFOE, Hope Education and its subsidiaries and its
Registered Shareholders (the “Exclusive Management Consultancy and Business Cooperation
Agreement”), WFOE has the exclusive right to provide, or designate any third party to provide each of
our consolidated affiliated entities with corporate management and educational services, intellectual
property licensing services as well as technical and business support services. WFOE is entitled to
own all intellectual property rights arising out of the performance of this agreement. Our consolidated
affiliated entities agree to pay the entirety of their total income for the services provided by WFOE (net
of costs, expenses, taxes and payments required by the relevant laws and regulations to be reserved or
withheld).

As Zhuhai Maiwen became a shareholder of Hope Education after conversion of the Convertible Loan
and thus a Registered Shareholder, on 22 June 2018, the WFOE, Hope Education and its Registered
Shareholders entered into a second exclusive management consultancy and business cooperation
agreement (the “Second Exclusive Management Consultancy and Business Cooperation Agreement”),
which replaced and superseded the Exclusive Management Consultancy and Business Cooperation
Agreement in its entirety. Save for the date of and parties to the agreement, the terms and conditions of
the Second Exclusive Management Consultancy and Business Cooperation Agreement are substantially
the same as those of the Exclusive Management Consultancy and Business Cooperation Agreement.

In order to comply with the PRC laws and regulations while availing the Company to international
capital markets and maintaining effective control over all of the operations, on 8 July 2020, the
Company, WFOE, Tequ Mayflower WFOE, Hope Education and its subsidiaries and its Registered
Shareholders entered into the Supplemental Agreement to supplement the terms of the Second
Exclusive Management Consultancy and Business Cooperation Agreement, under which substantially
all economic benefits arising from the business of the Consolidated Affiliated Entities are transferred to
WFOE to the extent permitted under the PRC laws and regulations by means of services fees payable
by the Consolidated Affiliated Entities to WFOE.
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Exclusive Call Option Agreement

Under the exclusive call option agreement dated 14 March 2018 entered into among WFOE, Hope
Education and its Registered Shareholders (the “Exclusive Call Option Agreement”), the Registered
Shareholders unconditionally and irrevocably agreed to grant WFOE or its designated third party an
exclusive option to purchase all or part of the equity interests in Hope Education for the minimum
amount of consideration permitted by applicable PRC laws and regulations, under circumstances in
which WFOE or its designated third party is permitted under PRC laws and regulations to own all or part
of the equity interests of Hope Education. Where the purchase price is required by the relevant PRC
laws and regulations to be an amount other than nil consideration, the Registered Shareholders shall
return the amount of purchase price they have received to WFOE or its designated third party. WFOE
has the sole discretion to decide when to exercise the option, and whether to exercise the option in part
or in full.

As Zhuhai Maiwen became a shareholder of Hope Education after conversion of the Convertible Loan
and thus a Registered Shareholder, on 22 June 2018, the WFOE, Hope Education and its Registered
Shareholders entered into a second exclusive call option agreement (the “Second Exclusive Call Option
Agreement”), which replaced and superseded the Exclusive Call Option Agreement in its entirety. Save
for the date of and parties to the agreement, the terms and conditions of the Second Exclusive Call
Option Agreement are substantially the same as those of the Exclusive Call Option Agreement.

Equity Pledge Agreement

Pursuant to the equity pledge agreement dated 14 March 2018 entered into by and among WFOE,
Hope Education and its Registered Shareholders (the “Equity Pledge Agreement”), the Registered
Shareholders unconditionally and irrevocably offered first priority pledge over all of the equity interests
in Hope Education to WFOE to guarantee (i) performance of the obligations of Hope Education,
its subsidiaries and the Registered Shareholders under the Exclusive Management Consultancy
and Business Cooperation Agreement; and (ii) performance of Hope Education and the Registered
Shareholders’ obligations under the Exclusive Call Option Agreement and the Powers of Attorney (as
defined below). Under the Equity Pledge Agreement, the Registered Shareholders have agreed that,
without the prior written consent of WFOE, they will not transfer or dispose the pledged equity interests
or create or allow any third party to create any encumbrance on the pledged equity interests that would
prejudice WFOE'’s interest.

As Zhuhai Maiwen became a shareholder of Hope Education after conversion of the Convertible Loan
and thus a Registered Shareholder, on 22 June 2018, the WFOE, Hope Education and its Registered
Shareholders entered into a second equity pledge agreement (the “Second Equity Pledge Agreement”),
which replaced and superseded the Equity Pledge Agreement in its entirety. Save for the date of
and parties to the agreement, the terms and conditions of the Second Equity Pledge Agreement are
substantially the same as those of the Equity Pledge Agreement.
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Powers of Attorney

The Registered Shareholders have executed an irrevocable power of attorney dated 14 March 2018
appointing WFOE, or any person designated by WFOE (excluding non-independent persons who may
give rise to conflicts of interests), as his or her attorney-in-fact to appoint directors and vote on his
or her behalf on all matters of Hope Education requiring shareholders’ approval under its respective
articles of associations and under the relevant PRC laws and regulations. The power of attorney remains
effective until the nullification or termination of the Exclusive Management Consultancy and Business
Cooperation Agreement. As Zhuhai Maiwen became a shareholder of Hope Education after conversion
of the Convertible Loan and thus a Registered Shareholder, on 22 June 2018, each of the Registered
Shareholders has executed an irrevocable power of attorney, which replaced and superseded the
powers of attorney executed by the Registered Shareholders on 14 March 2018 in their entirety. Save
for the date of the powers of attorney, the terms and conditions of the powers of attorney dated 22 June
2018 are substantially the same as those dated 14 March 2018.

Shareholders’ Undertaking

Sichuan Puhua Agricultural Technology Development Limited (PO)I| %2 ¥R EREFE QD A),
West Hope, Wang Degen (L 7&4R), Chen Yuxin (B85 #1), Zhao Guigin (85 %), Zhang Qiang (3R34),
Tang Jianyuan (Ef#J8), Liu Birong (2I127%), Wang Qiang (E£58), Lan Hai (#/8), Zeng Zheng (& 1F),
Zhou Xingbang (E# &), Wang Xiaoguo (EZ &), Xiao Song (H #), Mei Shaofeng (#§47$£) gave an
undertaking on 14 March 2018 and Wang Huiwu (T#EE), Fu Wenge (15X &), Wang Degen (E1Z1R)
gave an undertaking on 14 March 2018 in favor of our Company and WFOE, to acknowledge and agree
the Registered Shareholders to offer first priority pledge over all of their respective equity interests in
Hope Education to WFOE (the “Shareholders’ Undertaking”). Pursuant to Shareholders’ Undertaking,
each of the promisors does not and will not use their direct or indirect interests in the Registered
Shareholders to make pledge, sale, other third party guarantees, other third party priority rights, or
other disposals or transactions that have equal economic effects to affect the first priority pledge over
interests in Hope Education to WFOE and the stability of the operation of contractual arrangements, nor
he/she/it will directly or indirectly engage in, possess, invest, participate in or operate any businesses
or activities which compete or might compete with Hope Education and its subsidiaries (“Competing
Businesses”) with any information obtained from Hope Education or its subsidiaries, or derive any
benefits from any Competing Businesses.

As Zhuhai Maiwen became a shareholder of Hope Education after conversion of the Convertible Loan
and thus a Registered Shareholder, on 22 June 2018, each of CEL Huiling (also being the general partner
of Zhuhai Maiwen) and Yixing CEL executed an undertaking on 22 June 2018 in favour of our Company
and WFOE to acknowledge and agree the Registered Shareholders (including Zhuhai Maiwen) to offer
first priority pledge over all of their respective equity interests in Hope Education to WFOE (the “Second
Shareholders’ Undertaking”). The Second Shareholders’ Undertaking replaced and superseded the
Shareholders’ Undertaking in its entirety. Save for the date of the undertaking, the terms and conditions
of the Second Shareholders’ Undertaking are substantially the same as those of the Shareholders’
Undertaking.
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Business Activities of Consolidated Affiliated Entities

Consolidated affiliated entities of the Group includes Hope Education and its subsidiaries (i.e. our schools and
our education investment platforms). The principle business of Hope Education and our education investment
platforms is higher education investment. Our schools mainly provide higher education services.

The Importance and Financial Contribution of the Consolidated Affiliated Entities to the Group

Under the contractual arrangements, our Group has obtained control of the consolidated affiliated entities
through WFOE and, at our Company’s sole discretion, can receive substantially all of the economic
interest returns generated by the consolidated affiliated entities. The following table sets forth the financial

contributions of the consolidated affiliated entities to the Group:

The Importance and Financial Contribution to

the Group
Income Net profit Total assets
For the For the For the
year ended year ended year ended

31 August 2022 31 August 2022 31 August 2022
The importance and financial contribution to the Group 91.66% 29.49% 83.41%
Income and Assets Involved in the Contractual Arrangements
The following table sets forth the (i) income; and (ii) the total assets involved in the consolidated affiliated

entities for the year ended 31 August 2022, which will be consolidated into the Group’s financial statements in
accordance with the contractual arrangements:

Income Assets
RMB million RMB million
Consolidated Affiliated Entities 2,471 18,320
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Governing Framework

Q)

Higher education

Pursuant to the Foreign Investment Industries Guidance Catalogue (Amended in 2017) (the “Foreign
Investment Catalogue”), the provision of higher education in the PRC falls within the “restricted”
category. In particular, the Foreign Investment Catalogue explicitly restricts higher education institutions
to Sino-foreign cooperation, which means that foreign investors may only operate higher education
institutions through joint ventures with PRC incorporated entities that are in compliance with the Sino-
Foreign Regulation. In addition, the Foreign Investment Catalogue also provides that the domestic party
shall play a dominant role in the Sino-foreign cooperation, meaning that (a) the principal or other chief
executive officer of schools or education institutions shall be a PRC national; and (b) the representatives
of the domestic party shall account for no less than half of the total members of the board of directors,
the executive council or the joint administration committee of the Sino-foreign cooperative educational
institution (the “Foreign Control Restriction”). On 28 June 2018, the National Development and Reform
Commission of the PRC (BB 2 &Mk EZ B€) and Ministry of Commence of the PRC (HF B 7%
#B) jointly promulgated the Foreign Investment Access Special Management Measures (Negative List)
(2018 Version) (Y i & AR RIE IR 1 (B B E)(2018 Fhi))) (the “Negative List”), which became
effective on 28 July 2018 and replaced the Foreign Investment Catalogue. Under the Negative List, the
restriction on foreign investments in higher education remain unchanged.

In relation to the interpretation of “Sino-foreign cooperation”, pursuant to the Regulation on Sino-
Foreign Cooperation in Operating Schools (7 # A R MBI F shG 1EHF 21 5), promulgated by the
State Council in 2003 and amended on 18 July 2013 (the “Sino-Foreign Regulation”), the foreign
investor in a Sino-foreign joint venture school which provides higher education mainly for PRC students
(a “Sino-Foreign Joint Venture Private School”) must be a foreign educational institution with relevant
qualification and high quality of education (the “Qualification Requirement”). Furthermore, pursuant to
the Implementation Opinions of the MOE on Encouraging and Guiding the Entry of Private Capital in the
Field of Education and Promoting the Healthy Development of Private Education (& 3B &1 B F1 3| &
REESEAHBE AL RERPHEREERENENE R), the foreign portion of the total investment in a
Sino-Foreign Joint Venture Private School should be below 50% (the “Foreign Ownership Restriction”)
and the establishment of these schools is subject to approval of education authorities at the provincial
or national level. All of our schools are 100% held by PRC entities. Our PRC Legal Advisor is of the view
that none of our schools is a Sino-foreign joint venture private school, nor are they subject to the Sino-
Foreign Regulation, including the Foreign Control Restriction.

Our PRC Legal Advisor has advised that as at the date of this annual report, there are no implementing
measures or specific guidance on the Qualification Requirement in accordance with the existing PRC
laws and regulations, and it is currently uncertain as to what specific criteria must be met by a foreign
investor (such as length of experience or form and extent of ownership in the foreign jurisdiction) in order
to demonstrate to the relevant education authority that it meets the Qualification Requirement.
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Plan to comply with the Qualification Requirement

We have adopted a specific plan and have begun to take concrete steps which we reasonably believe
are meaningful endeavors to demonstrate the compliance with the Qualification Requirement. For our
efforts and actions taken to comply with the Qualification Requirement, please refer to “Contractual
Arrangements” in the Prospectus. As at the date of this annual report, we are still awaiting the approval
of The Bureau for Private Post-secondary Education for the establishment of a school in California, and
in the process of searching for appropriate school premises as well as suitable management for the
operation of the new university in California, the United States, with assistance from the U.S. Consultant.
For taking the steps mentioned above, we incurred approximately US$70,000.

Our PRC Legal Advisor is of the view that while Sino-foreign cooperative schools are to be jointly
established by both foreign and domestic educational institutions, it is currently uncertain as to what
specific criteria must be met by a foreign investor (such as length of experience and form and extent of
ownership in the foreign jurisdiction) in order to demonstrate that it meets the Qualification Requirement.
Based on their understanding of the existing general provisions of the Qualification Requirement and the
steps that we have undertaken as mentioned above, our PRC Legal Advisor is of the view that we are
taking all reasonable steps towards fulfilling the Qualification Requirement.

Our PRC Legal Advisor has also advised that if the Foreign Ownership Restriction and the Foreign
Control Restriction are both removed but the Qualification Requirement remains, we will be able to
operate our schools in the PRC directly through Hope California in the event that Hope California gains
sufficient foreign experience to satisfy the current Qualification Requirement and obtains approval from
the relevant education authorities for the establishment of a Sino-Foreign Joint Venture Private School.

We have undertaken to the Hong Kong Stock Exchange that we will:

° under the guidance of our PRC Legal Advisor, continue to keep ourselves updated with regard to
all relevant regulatory developments and guidance relating to the Qualification Requirement; and

° provide periodic updates in our annual and interim reports after the Listing to inform our
Shareholders of our efforts and actions undertaken with the Qualification Requirement.

As at the Latest Practicable Date, there is no further development regarding this plan.
Foreign Investment Law
For details of the latest development of the Foreign Investment Law, please refer to “- Significant Events

after the Reporting Period — Foreign Investment Law and its Impact on the Group and its Business
Operation”.
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Risks in relation to the Arrangements and Actions Taken to Reduce Risks

Our wholly-owned subsidiary WFOE entered into the contractual arrangements pursuant to which it is entitled
to receive substantially all of the economic benefits from our consolidated affiliated entities. 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, rules or regulations 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 licenses 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 licenses or relocate our businesses, staff and assets;

° restricting or prohibiting our use of proceeds from public offering or other financing activities to finance
our business and operations in China; or

° 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 and 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 its economic benefits, we would no
longer be able to consolidate such entity. Such entity contributes substantially all of our consolidated net
revenues.
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Our Group has adopted the following measures to ensure the effective operation of our Group with the
implementation of the contractual arrangements and our compliance with the contractual arrangements:

° major issues arising from the implementation and compliance with the contractual arrangements or any
regulatory enquiries from government authorities will be submitted to our Board, if necessary, for review
and discussion on an occurrence basis;

o our Board will review the overall performance and compliance with the contractual arrangements at least
once a year;

° our Company will disclose the overall performance and compliance with the contractual arrangements in
our annual reports;

o our Directors undertake to provide periodic updates in our annual reports regarding the qualification
requirement as stipulated under “Contractual Arrangements - Background to the Contractual
Arrangements” in the Prospectus and the latest development of the applicable laws and regulations as
disclosed under “Contractual Arrangements — Development in PRC Legislation on Foreign Investment”
in the Prospectus, including the latest relevant regulatory development as well as our plan and progress
in acquiring the relevant experience to meet the qualification requirement; and

o our Company will engage external legal advisors or other professional advisors, if necessary, to assist
the Board to review the implementation of the contractual arrangements, review the legal compliance
of WFOE and our consolidated affiliated entities to deal with specific issues or matters arising from the
contractual arrangements.

In addition, we believe that our Directors are able to perform their roles in our Group independently and we
are capable of managing our business independently after the Listing under the following measures:

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

° each of our Directors is aware of his or her fiduciary duties as a Director which requires, among other
things, that he or she acts for the benefits and in the best interests of our Company;

° we have appointed three independent non-executive Directors, comprising half of our Board, to provide
a balance of the number of interested and independent Directors with a view to promoting the interests
of our Company and our Shareholders as a whole; and

° we will disclose in accordance with the requirements under the Listing Rules regarding decisions on
matters reviewed by the Board (including independent non-executive Directors) relating to any business
or interest of each Director and his or her associates that competes or may compete with the business
of our Group and any other conflicts of interest which any such person has or may have with our Group.
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Review the Transactions Carried Out during the Reporting Period in accordance with the Contractual
Arrangements

Our independent non-executive Directors have reviewed the contractual arrangements and confirmed for
the year ended 31 August 2022, that (i) the transactions carried out during such year have been entered
into in accordance with the relevant provisions of the contractual arrangements, (ii) no dividends or other
distributions have been made by our consolidated affiliated entities to the holders of its equity interests which
are not otherwise subsequently assigned or transferred to our Group, and (i) any new contracts entered into,
renewed or reproduced between our Group and the consolidated affiliated entities during the relevant financial
period are fair and reasonable, or advantageous to our Shareholders, so far as our Group is concerned and in
the interests of the Shareholders as a whole.

The Board has reviewed the overall performance and compliance of the contractual arrangements for the year
ended 31 August 2022.

The auditor of the Group has reviewed the transactions carried out under the contractual arrangements in
accordance with Hong Kong Standard on Assurance Engagements 3000 (revised) “Assurance Engagements
Other Than Audits or Reviews of Historical Financial Information” and with reference to Practice Note 740
“Auditor’s Letter on Continuing Connected Transactions under the Hong Kong Listing Rules” issued by the
Hong Kong Institute of Certified Public Accountants, and a letter has been sent to the Directors and a copy
has been sent to the Hong Kong Stock Exchange to confirm that the transactions have been approved by
the Directors and has been entered into in accordance with the relevant contractual arrangements and that
no dividends or other distributions have been made by our consolidated affiliated entities to the holders of its
equity interests which are not otherwise subsequently assigned or transferred to our Group.

The Directors confirmed that the Company has complied with the disclosure requirements of Chapter 14A of
the Listing Rules in respect of the contractual arrangements.

Material Changes

As at the date of this annual report, there is no material change in the circumstances on which the contractual
arrangements and/or the adoption of the contractual arrangements are based.
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Unwind the Contractual Arrangements

As at the date of this annual report, no contractual arrangements have been unwound and no circumstances
occurred in which contractual arrangements could not be unwound in the event of cancellation of restrictions
on the adoption of the contractual arrangements. For details, please refer to “Contractual Arrangements —
PRC Laws and Regulations relating to Foreign Ownership in the Higher Education Industry — Circumstances
in which we will unwind the Contractual Arrangements” in the Prospectus. If the regulatory environment
in China changes and all Qualification Requirements are removed or we are able to meet the Qualification
Requirements, and the Foreign Ownership Restriction and the Foreign Control Restriction are removed
(assuming there are no other changes in the relevant PRC laws and regulations), our Company will be allowed
to directly hold 100% of the interests in our schools and our Company will fully unwind the contractual
arrangements and directly hold all equity interest in the schools. Our Company will also acquire rights to
appoint all members to the board of directors of the schools.

LAND USE RIGHT CERTIFICATES, BUILDING OWNERSHIP CERTIFICATES AND FIRE CONTROL
ASSESSMENT REQUIREMENTS

As at 31 August 2022, the total area of land used by our schools which had not obtained the land use right
certificates and has not paid the land transfer fee decreased as compared with the previous year.

As at 31 August 2022, 37.2% of the total housing area of our schools had not yet obtained the building ownership
certificates, primarily due to the lack of construction planning permit (& T2 7 £/7F 7] %), construction
commencement permit (L 5F 7] i%) and acceptance inspection upon completion (& T &), having not passed
fire control assessment and/or environmental protection inspection assessment as required under relevant PRC
laws and regulations. We have implemented extensive and comprehensive measures to rectify the above defects
in our owned buildings and buildings under construction. We are in the process of applying to relevant government
authorities for the relevant outstanding certificates and permits and are closely following up with the government
authorities with respect to our applications.

In addition, as at 31 August 2022, some of our schools did not fully meet the regulatory requirements in terms of the
teaching and administrative building area per student or the site area per student.

As at 31 August 2022, we were not aware of any actual or contemplated actions, claims or investigations by any
government authorities or third parties against us with respect to the defects of the properties mentioned above.
The Directors are of the view that the defects of our owned properties above will not have any significant and
adverse effect on our operations and financial conditions as a whole.
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RELATED PARTY TRANSACTIONS

Details of the related party transactions entered into by the Group during the year ended 31 August 2022 are
presented in Note 35 to the consolidated financial statements. The Company confirms that it has complied with the
disclosure requirements under Chapter 14A of the Listing Rules.

NON-COMPETE UNDERTAKING

Each of West Hope, Sichuan Puhua Agricultural Technology Development Limited (P0)I| % # 2 2RI K HEARE QD
7)), Chen Yuxin (FRE #7), Zhao Guiqgin (f#84#£%), Zhang Qiang (5%3%), Wang Degen (E1&1R), Tang Jianyuan (E{#
JR), Liu Birong (212%), Wang Qiang (£3%), Lan Hai (#8), Zeng Zheng (¥ 1F), Zhou Xingbang (A# &), Wang
Xiaoguo (F ), Xiao Song (B #2), Mei Shaofeng (i§4A5%), Wang Huiwu (T3 ) and Fu Wenge (132 %), being our
Controlling Shareholders, and their respective close associates undertake to our Company and WFOE as part of
the contractual arrangements that, unless with the prior written consent of WFOE and Hope Education, so long as
he/she/it remains a shareholder of Hope Education, each of the aforementioned Controlling Shareholders and their
respective close associates will not directly or indirectly engage in, possess, invest, participate in or operate any
businesses or activities which compete or might compete with the existing businesses of Hope Education and its
subsidiaries (“Competing Businesses”) for interests of itself or other parties, or engage in Competing Businesses
with any information obtained from Hope Education or its subsidiaries, or derive any benefits from any Competing
Businesses.

As at the date of this annual report, the Controlling Shareholders do not have any other interest in any business that
may, directly or indirectly, compete with the business of Hope Education or its subsidiaries.

For details of the non-compete undertakings, please refer to “Relationship with Controlling Shareholders
-Independence from Controlling Shareholders — Non-compete Undertaking” and “Relationship with Controlling
Shareholders — Corporate Governance Measures” in the Prospectus.

The Company has received confirmations from the Controlling Shareholders confirming their compliance with the
non-compete undertaking during the Reporting Period for disclosure in this annual report.

The independent non-executive Directors have reviewed the compliance with the non-compete undertaking during
the Reporting Period based on the information and confirmation provided by or obtained from the Controlling
Shareholders, and were satisfied that the Controlling Shareholders have duly complied with the non-compete
undertaking.

DIRECTORS’ INTERESTS IN COMPETING BUSINESSES

None of the Directors or any of their respective associates is engaged in any business that competes or may
compete with the business of the Group or has any other conflict of interest with the Group.
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REMUNERATION POLICIES AND DIRECTORS’ REMUNERATION

As at 31 August 2022, the Group had approximately 12,660 faculty members. Employee compensation includes
salary, bonus and stock option schemes. The Group provides pre-employment training for new teachers to
help new teachers integrate into the teaching staff faster and better. The remuneration packages of the Group’s
employees are determined by reference to individual qualifications, experience, performance, contribution to the
Group and current market standards. In accordance with PRC laws and regulations, the Group participates in
employee social security schemes managed by local governments for employees, including housing, pensions,
medical insurance, maternity insurance and unemployment insurance.

The Nomination and Remuneration Committee is responsible for making recommendations to the Board on the
remuneration policies and structure for all Directors and senior management as well as on the establishment of
formal and transparent procedures for developing remuneration policies, taking into account the skills, knowledge
and experience of the Board. None of the Directors shall determine his own remuneration.

The Directors and senior management may also receive options to be granted under the 2018 Pre-IPO Share
Option Scheme. For further details of the 2018 Pre-IPO Share Option Scheme, see “2018 Pre-IPO Share Option
Scheme” on page V-16 of the Prospectus.

Details of the emoluments of the Directors and the five highest paid individuals of the Group are set out in Note 8
and Note 9 respectively, to the consolidated financial statements in this annual report. None of the Directors has
waived any remunerations for the year ended 31 August 2022.

RETIREMENT AND EMPLOYEE BENEFIT PLANS

Details of the Company'’s retirement and employee benefit plans are set out in Note 2.4 to the consolidated financial
statements.

PRE-EMPTIVE RIGHTS

There are no provisions for pre-emptive rights under the Articles of Association, or the applicable laws of the
Cayman Islands where the Company is incorporated, which would oblige the Company to offer new Shares on a
pro-rata basis to existing Shareholders.

PUBLIC FLOAT

Based on the public information available to the Company and to the best knowledge of the Directors, the Company
has been maintained the public float as required by the Listing Rules as at the date of this annual report.
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FINANCIAL SUMMARY

A summary of the Group’s results, assets and liabilities for the last five financial years are set out on the section
headed “Management Discussion and Analysis” of this annual report. This summary does not form part of the
audited consolidated financial statements.

TAX CONCESSION AND EXEMPTION

The Company is not aware of any tax concession and exemption granted to Shareholders by virtue of their holding
of securities in the Company.

PROFESSIONAL TAX ADVICE RECOMMENDED

If the Shareholders are unsure about the taxation implications of purchasing, holdings, disposing of, dealing in, or
the exercise of any rights in relation to the Shares, they are advised to consult an expert.

DIRECTORS’ PERMITTED INDEMNITY PROVISION

According to the Memorandum and Articles of Association of the Company, each Director, auditor or other senior
management of the Company shall be entitled to be indemnified out of the assets of the Company against all losses
or legal liabilities incurred or suffered by him as the Director, auditor or other senior management of the Company
in defending any proceedings, whether civil or criminal, in which judgment is given in his favor or in which he is
discharged. During the year ended 31 August 2022, the Company has maintained appropriate liability insurance for
directors and the management of the Group.

SIGNIFICANT EVENTS AFTER THE REPORTING PERIOD

For details of the Group’s significant events after the reporting period please refer to “Management Discussion and
Analysis — Events after the Reporting Period” of this annual report.

AUDITOR

At the forthcoming annual general meeting, a resolution will be proposed to re-appoint Ernst & Young as the
independent auditor of the Company. In addition, the Company has not changed its auditor in the past three years.

By order of the Board

Hope Education Group Co., Ltd.
Chairman

He Shengli

Hong Kong, 30 November 2022

HOPE EDUCATION GROUP CO., LTD. e 2022 ANNUAL REPORT 71



CORPORATE GOVERNANCE REPORT

CORPORATE GOVERNANCE PRACTICES

The Company is committed to maintaining high standards of corporate governance to safeguard the interests of
Shareholders and to enhance corporate value and accountability. The Board has adopted the principles and the
code provisions of the Corporate Governance Code (the “CG Code”) contained in Appendix 14 to the Listing Rules
to ensure that the Company’s business activities and decision making processes are regulated in a proper and
prudent manner.

The Board confirmed that the Company has complied with all code provisions set out in the CG Code from the date
of Listing to the date of this annual report.

THE BOARD

The names of the directors and the members of the committees established by the Board are as follows:

Executive Directors

Mr. Xu Changjun (2 & &) (member of the Strategy and Development Committee)

Mr. Wang Huiwu (32 (chief executive officer, chairman of the Strategy and Development Committee,
member of the Nomination and Remuneration Committee)

Mr. Li Tao (Z2/5) (member of the Strategy and Development Committee)

Non-executive Directors

Mr. He Shengli (& f5#) (chairman, member of the Strategy and Development Committee)

Mr. Lu Zhichao (&= i) (member of the Strategy and Development Committee, member of the Audit Committee)
Mr. Tang Jianyuan (E42JR) (member of the Audit Committee)

Independent Non-executive Directors
Mr. Zhang Jin (353) (chairman of the Audit Committee)
Mr. Chen Yunhua (FRZ£2E) (chairman of the Nomination and Remuneration Committee,
member of the Audit Committee)
Dr. Gao Hao (= %) (member of the Audit Committee, member of the Nomination and Remuneration Committee)

All of the Directors are knowledgeable and have extensive experience in the business of the Group. The biographies
of Directors are set out in the section headed “Directors and Senior Management” in this annual report. As far
as the Company is aware, there are no relationships among the members of the Board. The Company reviews
the composition of the Board from time to time, to ensure that the Board has a balance of skills and experience
appropriate to the Company’s business, and the Board has a strong independent element to safeguard the interests
of Shareholders.
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DELEGATION BY THE BOARD

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

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

The Group regularly reviews the duties and powers delegated in the above manner to ensure that the persons
delegated with duties and powers are still appropriate. The Board has also established an Audit Committee, a
Nomination and Remuneration Committee and a Strategy and Development Committee to perform various duties
delegated by the Board. Further details of these committees are set out below.

CORPORATE GOVERNANCE FUNCTIONS

The Board will also be responsible for the corporate governance functions of the Company, in order to develop
the policies and practices on corporate governance and comply with laws and regulations; monitor the training
and continuous professional development of Directors and senior management; develop the code of conduct
and compliance manual applicable to directors and employees; and review the compliance with the CG Code
and review the disclosure in the Corporate Governance Report. The Board will continue to assess and commit to
continuous development and improvement of the Group’s corporate governance practices.

CHAIRMAN AND CHIEF EXECUTIVE OFFICER

On 18 February 2022, the chairman was changed from Mr. Xu Changjun to Mr. He Shengli. Since the date of the
Listing and up to the date of this annual report, Mr. Wang Huiwu served as the chief executive officer. The chairman
is responsible for the management of the Board. The chief executive officer of the Company leads the day-to-
day management of the Group’s business. There is a clear and effective division of responsibilities between the
chairman and the chief executive officer to ensure a balance of power and authority.
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APPOINTMENT AND RE-ELECTION OF DIRECTORS

The Articles of Association has established the procedures and processes for the appointment, re-election and
removal of directors.

According to the Articles of Association, at each annual general meeting of the Company, one-third of the Directors
shall retire by rotation and each director shall retire at least once every three years. The term of the newly appointed
Directors shall last until the next annual general meeting of the Company and will then be eligible for re-election at
the meeting.

As the 2021 annual general meeting of the Company was convened on 18 February 2022 and directors were re-
elected in the meeting, the re-election of directors for the year 2022 will be proceeded in the forthcoming annual
general meeting.

INDEPENDENCE OF INDEPENDENT NON-EXECUTIVE DIRECTORS

The roles of the independent non-executive Directors are to provide independent and objective advice to the
Board and to provide sufficient constraints and balance to the Group, in order to safeguard the interests of the
Shareholders and the Group as a whole. Independent non-executive directors actively participate in the Board and
board committees, providing independent, constructive and informed advice.

The Company has received an annual written confirmation of independence pursuant to rule 3.13 of the Listing
Rules from each of the independent non-executive Directors, and the Company believes that all independent non-
executive Directors have met the independence criteria set out in Rule 3.13 of the Listing Rules.

BOARD DIVERSITY POLICY

The Company has adopted a board diversity policy to ensure that the Company will consider membership diversity
in all aspects when determining the composition of the Board. The Company has established the following
measurable objectives: the screening of candidates will be based on a number of aspects, including, but not limited
to, age, culture and educational background, ethnicity, professional experience, skills and knowledge. However,
the appointment of the Board will ultimately be determined on the basis of the selected candidates’ value and
contribution to the Board. The Nomination and Remuneration Committee oversees the implementation of the board
diversity policy and will review the policy periodically to make any necessary updates.

In reviewing the structure, size, composition and diversity of the Board, the Nomination and Remuneration
Committee has taken into account the measurable objectives as set out in the board diversity policy. The
Nomination and Remuneration Committee is of the view that the diversity level of the Board is appropriate in terms
of knowledge, experience and skills of the Directors. However, the Nomination and Remuneration Committee will
continue to observe the Board Diversity Policy and consider potential candidates against the objective criteria set
out in the board diversity policy in order to achieve increasing diversity at the Board level.
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DIRECTORS’ AND SENIOR MANAGEMENT’S INSURANCE

As at the date of this annual report, the Company has made appropriate insurance arrangements for potential legal
proceedings against its Directors and senior executives.

BOARD MEETINGS

According to the code provisions of the CG Code, board meetings shall be held at least four times a year,
approximately once every quarter, and at least 14-day notices shall be given for regular board meetings. The Board
meets from time to time to discuss the Group’s overall strategy, operations and financial performance. Directors
may attend board meetings in person or through electronic communication.

The notices and agenda of the board meetings and the relevant documents were sent to the Directors in time
before the meetings.

Minutes of the Board meetings and committee meetings are/will be recorded in sufficient detail about the matters
considered by the Board and the committees and the decisions reached, including any concerns raised by the
Directors. Draft minutes of each board meeting and committee meeting are/will be sent to the Directors for
comments within a reasonable time after the date on which the meeting is held.

For the year ended 31 August 2022, 4 Board meetings and 4 general meetings were held and the attendance of
each Director at these meetings is set out in the table below:

Number of Number of
Board meetings  general meetings

attended/held attended/held
Name of Directors
Executive Directors
Mr. Xu Changjun 4/4 3/4
Mr. Wang Huiwu 4/4 1/4
Mr. Li Tao 4/4 0/4
Non-executive Directors
Mr. Tang Jianyuan 4/4 1/4
Mr. Lu Zhichao 4/4 0/4
Mr. He Shengli 4/4 1/4
Independent non-executive Directors
Mr. Zhang Jin 4/4 0/4
Mr. Chen Yunhua 4/4 0/4
Dr. Gao Hao 4/4 0/4
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BOARD COMMITTEES

The Board has established three Board committees (namely the Audit Committee, the Nomination and
Remuneration Committee and the Strategy and Development Committee), to oversee the Company’s affairs in all
aspects. All Board committees have established clear written terms of reference and report to the Board on their
decisions or recommendations.

The Board committees are provided with sufficient resources to perform their duties and may seek independent
professional advice where appropriate when receiving reasonable requests. The relevant costs shall be borne by
the Company.

AUDIT COMMITTEE

The Audit Committee was established on 14 July 2018 and consists of five members (namely Mr. Zhang Jin,
Mr. Tang Jianyuan, Mr. Lu Zhichao, Mr. Chen Yunhua and Dr. Gao Hao), among them, Mr. Zhang Jin, Mr. Chen
Yunhua and Dr. Gao Hao are independent non-executive Directors, and Mr. Tang Jianyuan and Mr. Lu Zhichao
are non-executive Directors. Zhang Jin serves as the chairman of the Audit Committee, who has the appropriate
professional qualifications and accounting and related financial management expertise as required by Rule 3.10(2)
of the Listing Rules.

The primary duties of the Audit Committee are as follows:

1.  Relationship with the Company’s auditors

(@ to be primarily responsible for making recommendation to the Board on the appointment, re-
appointment and removal of the external auditor, and to approve the remuneration and terms of
engagement of the external auditor, and any matters in relation to its resignation or dismissal;

(b) to review and monitor the external auditor’s independence and objectivity and the effectiveness of the
audit process in accordance with applicable standards. The Audit Committee shall discuss with the
auditor the nature and scope of the audit and reporting obligations before the audit commences;

(c) to develop and implement policy on engaging an external auditor to supply non-audit services. For this
purpose, “external auditor” includes any entity that is under common control, ownership or management
with the audit firm or any entity that a reasonable and informed third party knowing all relevant
information would reasonably conclude to be part of the audit firm nationally or internationally. The
Audit Committee shall report and make recommendations to the Board on any matters where action or
improvement is needed;
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2. Review of the Company’s financial information

(d)

to monitor integrity of the Company’s financial statements and annual report and accounts, half-year
report and, if prepared for publication, quarterly reports, and to review significant opinions on financial
reporting contained in these statements and reports. In reviewing these statements and reports before
submission to the Board, the committee shall focus particularly on:

()  any changes in accounting policies and practices;

(i)  major judgmental areas;

(i)  significant adjustments resulting from audit;

(iv)  the going concern assumptions and any qualifications;

(v)  compliance with accounting standards; and

(vij compliance with the Listing Rules and legal requirements in relation to financial reporting;

Oversight of the Company’s financial reporting system, risk management and internal control

systems

©

(M)

to review the Company’s financial controls, and unless expressly addressed by a separate risk
committee under the Board, or by the Board itself, to review the Company’s risk management and
internal control systems;

to discuss the risk management and internal control systems with management to ensure that
management has performed its duty to have effective systems. This discussion shall include adequacy
of resources, staff qualifications and experience, training programmes and the relevant budget of the
Company’s accounting and financial reporting function;

to consider major investigation results on risk management and internal control matters as delegated by
the Board or on its own initiative and management’s response to these results;

reviewing the Company’s internal audit function, to ensure co-ordination between the internal and

external auditors, and to ensure that the internal audit function is adequately resourced and has
appropriate standing within the Company, and to review and monitor its effectiveness;
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()  toreview the Group’s financial and accounting policies and practices;
() to review the external auditor’s management letter, any material queries raised by the auditor to
management about accounting records, financial accounts or systems of control and management’s

response,

(k) to ensure that the Board will provide a timely response to the issues raised in the external auditor’s

management letter;

()  toreport to the Board on the matters set out in this Terms of Reference; and

(m) to consider other topics, as defined by the Board.

For the year ended 31 August 2022, 4 meetings of the Audit Committee were held and the attendance of each
member at the meeting is set out in the table below:

Number of

Audit Committee

meetings

Name of Members attended/held

Non-executive Directors

Mr. Tang Jianyuan 4/4

Mr. Lu Zhichao 4/4
Independent Non-executive Directors

Mr. Zhang Jin 4/4

Mr. Chen Yunhua 4/4

Dr. Gao Hao 4/4

The audited financial results of the Group for the year ended 31 August 2021 and the audited financial results for
the year ended 31 August 2022 have been reviewed by the Audit Committee, and the Audit Committee considers
that the relevant financial statements have been prepared in accordance with applicable accounting standards
and requirements and have made adequate disclosures during the relevant meetings. The Audit Committee has
also reviewed the accounting principles and practices adopted by the Group and the selection and appointment of
external auditors. In addition, the Audit Committee has reviewed the Group’s internal controls and has monitored
the Group’s risk management and internal control systems.
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NOMINATION AND REMUNERATION COMMITTEE

The Nomination and Remuneration Committee was established on 14 July 2018 and consists of three members
(namely Mr. Chen Yunhua, Mr. Wang Huiwu and Dr. Gao Hao), among them, Mr. Chen Yunhua and Dr. Gao Hao are
independent non-executive Directors, and Mr. Wang Huiwu is an executive Director. Mr. Chen Yunhua serves as the
chairman of the Nomination and Remuneration Committee. The primary duties of the Nomination and Remuneration
Committee include, to make recommendations to the Board on the remuneration packages of individual executive
Directors and senior management; to review the structure, size and composition (including the skills, knowledge
and experience) of the Board regularly and making recommendations on any proposed changes to the Board to
complement the Company’s corporate strategy; to identify individuals suitably qualified to become Directors and
selecting or making recommendations to the Board on the selection of individuals nominated for directorships; to
assess the independence of independent non-executive Directors; to evaluate the balance of skills, knowledge and
experience on the Board before appointments are made by the Board, and, in the light of this evaluation, preparing
a description of the roles and capabilities required for a particular appointment; and to make recommendations to
the Board on the Company’s policy and structure for all Directors’ and senior management’s remuneration and on
establishing a formal and transparent procedure for developing remuneration policy; to review and approve senior
management’s remuneration proposals with reference to the Board’s corporate goals and objectives; to review and
approve the compensation payable to executive Directors and senior management for any loss or termination of
office or appointment; to review the performance of duties by the Directors and senior management and to conduct
annual performance appraisal; and to carry out other matters authorized by the Board.

The composition and written terms of reference of the Nomination and Remuneration Committee are in compliance
with the provisions of the CG Code. the Company held 1 meeting of the Nomination and Remuneration Committee
during the year ended 31 August 2022, and the attendance of each member at the meeting is set out in the table

below:
Number of
Nomination and
Remuneration
Committee
meeting
Name of Members attended/held
Executive Directors
Mr. Wang Huiwu 11
Independent Non-executive Directors
Mr. Chen Yunhua 11
Dr. Gao Hao 11
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DIRECTOR NOMINATION POLICY

Procedure for Nomination of Directors

1. When there is a vacancy on the Board, the Nomination and Remuneration Committee should evaluate
the balance of skills, knowledge, experience and characteristics of the Board, and identify any special
requirements for the vacancy (e.g. independence status in the case of an independent non-executive
Director).

2. Prepare a description of the role and capabilities required for the particular vacancy.

3. Identify a list of candidates through personal contacts/recommendations by Board members, senior
management, business partners or investors.

4.  Arrange interview(s) with each candidate for the Nomination and Remuneration Committee to evaluate
whether he or she meets the criteria adopted by the Nomination and Remuneration Committee for nomination
of directors. One or more members of the Nomination and Remuneration Committee will attend the interview.

5.  Conduct verification on information provided by the candidate.

6. Convene a Nomination and Remuneration Committee meeting to discuss and vote on which candidate(s) to
nominate to the Board.

7. Make recommendations to the Board on the candidate(s) for directorship.

8.  Convene a Board meeting to discuss and vote on which candidate(s) to appoint to the Board.

The Nomination and Remuneration Committee will refer to the following criteria when assessing candidates:

1. Reputation.

2. Achievements and experience in the education industry, especially in the private higher education sector.

3. Time available.

4. Diversification of the Board in various aspects, including but not limited to gender, age (18 years or above),
cultural and educational background, ethnicity, professional experience, skills, knowledge and service tenure.

During the year ended 31 August 2022, there was no appointment of directors.
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STRATEGY AND DEVELOPMENT COMMITTEE

The Strategy and Development Committee was established on 14 July 2018 and consists of 5 members (namely
Mr. Wang Huiwu, Mr. Xu Changjun, Mr. Li Tao, Mr. Lu Zhichao and Mr. Wang Degen (resigned on 24 June 2021),
Mr. He Shengli (appointed on 24 June 2021), among them, Mr. Wang Huiwu, Mr. Xu Changjun and Mr. Li Tao
are executive Directors, and Mr. Lu Zhichao and Mr. Wang Degen (resigned on 24 June 2021), Mr. He Shengli
(appointed on 24 June 2021) are non-executive Directors. Mr. Wang Huiwu serves as the chairman of the Strategy
and Development Committee. The primary duties of the Strategy and Development Committee include, but
are not limited to, to review and make recommendations to the Board on our business objectives and strategic
development plans; to evaluate factors which may affect our strategic development plans and their implementation,
such as domestic and foreign economic and financial conditions, market and industry development trends and the
relevant national policies on education institutions, and to make recommendations to the Board on adjustment to
our strategic development plans in a timely manner; to supervise and inspect the implementation of annual and
interim operation plans; to evaluate our corporate governance and making recommendations to the Board; and
other matters required by laws, administrative regulations, departmental rules and authorized by the Board.

During the year ended 31 August 2022, 1 meeting of the Strategy and Development Committee was held and the
attendance of each member at the meeting is set out in the table below:

Number of

Strategy and

Development

Committee

meeting

Name of Members attended/held

Executive Directors

Mr. Wang Huiwu 11

Mr. Xu Changjun 11

Mr. Li Tao 11
Non-executive Directors

Mr. He Shengli 11

Mr. Lu Zhichao 11

The Strategy and Development Committee reviewed the business objectives and strategic development plans of
the Company; and, based on the domestic and international economic and financial situation, market and industry
trends and national policies related to educational institutions, assessed the factors that may affect the Company’s
strategic development plans and its implementation during the meeting.
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REMUNERATION OF DIRECTORS AND SENIOR MANAGEMENT

The compensation of Directors is supported by formal and transparent policies. Directors are fairly paid and their
compensation is commensurate with their experience, responsibilities, workload and performance as well as the
Group’s performance. No Director is involved in deciding his/her own compensation. Although the Company
maintains a competitive remuneration level to attract and retain directors and operate the Company successfully,
it strictly enforces the Directors’ compensation policy and budgets carefully, and does not pay the Directors more
than necessary.

Details of the remuneration paid or payable to the Directors for the year ended 31 August 2022 are set out in Note 8
to the consolidated financial statements.

The remuneration paid or payable to the members of the senior management for the year ended 31 August 2022,
the biographies of which are included in the section headed “Directors and Senior Management” of this annual
report, are in the following ranges:

Number of
Remuneration band(s) (RMB) individual
0 to 500,000 4

500,000 to 1,000,000

MODEL CODE FOR SECURITIES TRANSACTIONS

On 14 July 2018, the Company adopted the Model Code as the Group’s code of conduct governing the dealings in
the securities by the directors and relevant employees. Upon specific enquiry, all Directors confirmed that they have
complied with the required standards as set out in the Model Code throughout the year ended 31 August 2022.

CONTINUOUS TRAINING AND PROFESSIONAL DEVELOPMENT

The Company periodically organises training courses for the Directors, senior management and staff, to develop
and refresh their knowledge in areas related to their daily duties and the Group’s business growth in a changing
economic environment. For the year ended 31 August 2022, the Company’s external legal advisor has provided
training courses to all Directors on a wide range of topics, including the duties and responsibilities of the directors
under the Listing Rules, the laws applicable to the Company, the Company’s continuing compliance obligations,
the disclosure requirements of price-sensitive information and directors’ reporting responsibility under the Listing
Rules and the Securities and Futures Ordinance, and the discloseable and connected transactions of listed
companies. The Company also organised training courses with internal consultants with expertise in internal control
and risk management as well as environmental, social and governance reporting. The executive Directors, senior
management, financial department personnel and relevant personnel from operation and management departments
participated in these training courses.
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DIRECTORS’ ACKNOWLEDGEMENT

The Board is responsible for presenting a balanced, clear and understandable assessment of the annual and interim
reports, price sensitive announcements and other disclosures required under the Listing Rules and other regulatory
requirements. The management has provided such explanation and information to the Board as necessary to
enable the Board to make an informed assessment of the financial information and position of the Group put
forward to the Board for approval.

The Directors have acknowledged their responsibilities for preparing the financial statements for the year ended
31 August 2022. The management provides the Board with the necessary explanations and information so that
the Board can make an informed assessment and approve the financial and other information submitted to it.
The Company provides monthly updates to the Board in relation to the latest information on the Company’s
performance, status and prospects.

The Directors are not aware of any material uncertainties relating to events or circumstances that may be of serious
doubt about the Company’s ability to continue as a going concern.

A statement by the Company’s auditor on its reporting responsibilities to the Company’s financial statements is set
out in page 120 to page 128 of the Independent Auditor’s Report in this annual report.

AUDITORS’ REMUNERATION

For the year ended 31 August 2022, the professional fees paid or payable by the Group to Ernst & Young, the
Company’s auditor for the audit and non-audit services were as follows:

RMB’000
Audit services 7,850
Non-audit services 200

JOINT COMPANY SECRETARIES

Ms. Chan Yin Wah and Mr. Huang Zhongcai are joint company secretaries of the Company, whose biographies are
set out in the section headed “Directors and Senior Management” of this annual report. Mr. Huang is a full-time
employee of the Company and reports corporate governance matters to the chairman and chief executive officer of
the Company.

Ms. Chan and Mr. Huang have received no less than 15 hours of training on corporate governance and other

aspects during the year ended 31 August 2022. The main contact person of Ms. Chan Yin Wah in the Company is
Mr. Huang Zhongcai, one of the joint company secretaries of the Company.
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RISK MANAGEMENT AND INTERNAL CONTROLS

The risk management and internal control systems are designed to manage rather than eliminate the risk of failure
to achieve business objectives, and can only provide reasonable and not absolute assurance against material
misstatement or loss. The Board acknowledges its responsibility for maintaining a sound and effective risk
management and internal control system and reviewing their effectiveness. The Group’s internal control system is
designed to safeguard assets against misappropriation and unauthorized disposition and to manage operational
risks. Review of the Group’s internal controls covering major financial, operational and compliance controls, as
well as risk management functions. The controls built into the risk management system are intended to manage
significant risks in the Group’s business.

The Board is primarily in charge of managing the overall risks of our Group. Significant business decision that
involves material risk exposures, such as expansion of the school network into new geographic areas and to enter
into cooperative business relationships with third parties to establish new schools, are subject to assessment and
approval of the Board.

The Audit Committee is delegated with the responsibility to review the financial controls, risk management and
internal control systems of the Group, to consider any major investigation findings on risk management and
internal control matters and the response of the management to such findings. The Audit Committee also reviews
the external independent auditor’'s management letter, any material query raised by the auditor about accounting
records, financial accounts or systems of control and management’s response. The Audit Committee reports to the
Board on the matters considered by the Audit Committee and its recommendations to the Board.

The Company also has an internal audit function which primarily carries out the analysis and independent appraisal
of the adequacy and effectiveness of the risk management and internal control systems of the Group and reports
their findings to the Audit Committee and the Board. During the Reporting Period, the Company’s internal audit
department provided independent assurance as to the adequacy and effectiveness of the Company’s risk
management and internal control systems.

The Group’s internal control system includes a well-established organizational structure with clearly defined lines
of responsibility and authority. Each of our schools 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 schools’ operations. The
board of directors of each of our respective schools is responsible for the overall management and decisions on
matters that are significant to each of our schools. The board of directors, principals and vice principals of our
schools are required to manage the operation of the schools within the scope of the delegated authority and to
implement and strictly adhere to the strategies and policies set by the Company from time to time. They are also
required to keep the executive Directors informed of the material development and to report on the implementation
of the policies and strategies set by the Company on a regular basis. Each of our school has also designated the
relevant personnel who will be responsible for monitoring the ongoing compliance with the relevant PRC laws and
regulations that govern the business operations and overseeing the implementation of any necessary measures.
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Each of our schools has appointed counsellors to serve as a bridge between students and colleges. Counsellors
are students’ primary contact for questions and concerns they may encounter in their school life, who provide
support and guidance to the students and educate the various rules formulated by our schools. Counsellors also
regularly inspect the student dormitories to ensure orderly, safe, clean and healthy living conditions for our students
and help students with social and behavioural issues. Our schools have also implemented complaint channels and
established a task force comprising the principal and head of school departments with a view to understanding,
responding and resolving complaints from students.

The Group has formulated internal control system manuals on corporate governance, operations, management,
legal matters, finance and auditing setting out the internal approval and review procedures pursuant to which our
employees are mandated to comply with. The Group has also established a set of policies and procedures for
property acquisition and leasing arrangement and maintains insurance coverage which is in line with customary
practice in the PRC education industry, including school liability insurance.

The Company is committed to building up effective internal control and risk management systems. The Company
has appointed Guotai Junan Capital Limited as the compliance adviser upon the Listing to advise on the on-going
compliance with the Listing Rules. Additional personnel with professional experience and qualifications will be
hired where necessary to support the expansion of our business operation. The Company will also engage external
professional advisers to provide professional advice and guidance to our Group and to provide internal trainings to
ensure our Directors and employees are kept up-to-date on any legal and regulatory developments.

The Group regulates the handling and dissemination of inside information according to the “Guidelines on
Disclosure of Inside Information” published by the Securities and Futures Commission in June 2012 to ensure
inside information remains confidential until the disclosure of such information is appropriately approved, and the
dissemination of such information is efficiently and consistently made. The Company regularly reminds the Directors
and employees about due compliance with all policies regarding the inside information.

As disclosed in the paragraph headed “Internal Control and Risk Management” in the “Business” section of the
Prospectus, the Company engaged an independent internal control consultant (the “Internal Control Consultant”)
to conduct an assessment of our internal control system in September 2017. In response to the findings and
recommendations of the Internal Control Consultant, the Company performed remedial actions prior to the Listing.

During the year ended 31 August 2022, the Board has conducted a review on the effectiveness of the risk
management and internal control systems of the Group and considered the systems to be effective. Such review
covered aspects including financial, operational and compliance controls and risk management functions. The
Board will conduct a review on the effectiveness of that year’s internal control and risk management systems of the
Group at least once in each financial year. The Board will also continually evaluate the adequacy of resources, staff
qualifications and experience, training programmes and budget of the Company’s accounting, internal audit and
financial reporting functions.
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COMMUNICATION WITH SHAREHOLDERS

The Company believes that effective communication with Shareholders is essential to enhancing investor relations
and investors’ understanding of the Group’s business performance and strategy. The Group also recognizes
the transparency of its corporate information and the importance of timely disclosure of such information, which
enables Shareholders and investors to make the best investment decisions.

The Company’s website (www.hopeedu.com) acts as a communication platform with Shareholders and investors.
The information and the latest developments of the Company’s business development and operations and other
information are available on this website for public inspection.

To facilitate communication between the Company and the investment community, the Company regularly conducts
briefings and meetings with institutional investors and analysts as well as media interviews and roadshows, to
provide the latest and comprehensive information of the Company.

Having considered the various existing channels of communication and participation, the Board considers that the
Shareholders’ Communication Policy has been properly implemented and effective during the year.

SHAREHOLDERS’ GENERAL MEETINGS

For the year ended 31 August 2022, the Company has held 4 general meetings. The Company will hold its annual
general meeting on 24 February 2023.

SHAREHOLDERS’ RIGHTS

Nominate a person for election as a Director

In accordance with Article 16.4 of the Articles of Association, no person shall, except recommended by the Board
for election, be eligible for election to the office of director at any general meeting, unless notice in writing of the
intention to nominate that person for election as a Director and notice in writing by that person of his/her willingness
to be elected have been sent to the Company Secretary. The period for lodgment of such notices will commence
no earlier than the day after the despatch of the notice of the general meeting appointed for such election and end
no later than seven days prior to the date of such general meeting, and the minimum length of the period during
which such notices to the Company may be given will be at least seven days.

Shareholders who wish to nominate a candidate (the “Candidate”) for election as a director at a general meeting
shall submit a written notice (the “Notice”) to the principal place of business of the Company in Hong Kong. The
Notice shall: (i) contain the biographical details of the Candidate as required under Rule 13.51(2) of the Listing
Rules; and (ii) be signed by the relevant Shareholders and by the Candidate, indicating his/her willingness to stand
for election and consent to publish his/her individual information.
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The period for lodgment of such notices will commence from the day after the despatch of the notice of the
general meeting and end no later than seven (7) days prior to the date of such general meeting. In order to give
Shareholders sufficient time to consider the proposal on the candidate for election as a director, Shareholders who
wish to make such proposal shall submit the notice as soon as practicable.

CONVENE AN EXTRAORDINARY GENERAL MEETING

Pursuant to Article 12.3 of the Articles of Association, any one or more Shareholders holding at the date of the
deposit of the requisition not less than one-tenth of the paid-up capital of the Company carrying the right of voting
at general meetings of the Company, shall at all times have the right, by written requisition sent to the Hong Kong
office of the Company, to require an extraordinary general meeting to be called by the Board for the transaction
of any business specified in such requisition. If, within 21 days from the date of the deposit of the requisition, the
Board fails to proceed to convene such meeting, the requisitionists themselves may convene a meeting in the same
manner, provided that any meeting so convened shall not be held after the expiration of three months from the date
of deposit of the requisition, and all reasonable expenses incurred by the requisitionists as a result of the failure of
the Board to convene the meeting shall be reimbursed by the Company to the requisitionists.

SUBMIT A PROPOSAL AT GENERAL MEETINGS

Shareholders who wish to submit a proposal may request the Company to convene a general meeting in
accordance with the procedure set out in the preceding paragraph, to consider the matters specified in the request.

SEND ENQUIRIES TO THE BOARD

Shareholders may send any of comments or enquiries by e-mails (ir@hopeedu.com) to the Board or in writting to
the principal place of business of the Company in Hong Kong.

AMENDMENTS TO CONSTITUTIONAL DOCUMENTS

The Company adopted the revised and restated Memorandum and Articles of Association of the Company on 14
July 2018, with effect from the Listing Date. The Company has made no changes to the Company’s Memorandum
and Articles of Association since its Listing. The latest version of the Company’s Memorandum and Articles of
Association are available on the Company’s website and HKEXnews.
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ABOUT THE REPORT

Summary

This is the Environmental, Social and Governance Report published by the Hope Education Group for five
consecutive years. Based on the principles of importance, quantitative, balance and consistency, the report
provides a detailed disclosure of Hope Education Group’s practice and performance in areas such as environment,
society and governance responsibility for the year.

Basis of Preparation

This report is prepared in accordance with Environmental, Social and Governance Reporting Guide (3% * #t& &
B RTRE1535])) set out in Appendix 27 of the Listing Rules of the Hong Kong Stock Exchange.

Scope of Reporting

The materials published and statistically reported in the report are from 1 September 2021 to 31 August 2022. To
enhance the completeness and the ability of comparison, part of the content of this report covers the information of
previous years.

Data Sources and Reliability Guarantee

Sources of data used in the report include the relevant internal statistical statements, administrative documents
and reports of the Hope Education Group. Our Board and senior management team have approved this report and
guaranteed that the content of the report is free of any false information, misrepresentation or major omissions.

Access of the Report

The electronic version of this report is available on the official website of Hope Education Group Co., Ltd. (www.
hopeedu.com) and the website of the Hong Kong Stock Exchange (www.hkexnews.hk).

Contact Information
If you have any questions or feedback on this report, please feel free to contact us by:

Email: ir@hopeedu.com
Official Website: www.hopeedu.com
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STATEMENT FROM THE BOARD

Hope Education is committed to establishing a sound ESG management system, with the Board as the top
responsibility, decision-making and supervisory body for ESG matters, to continuously promote the sustainable
development of the Group. The ESG Working Group under the Board as the executive level of the Company’s
ESG matters, implements various ESG-related resolutions passed by the Board and promotes the development
of specific ESG matters in various departments and campuses of the Group to ensure the efficient deployment of
resources and implementation of ESG works.

Hope Education attaches great importance to the material impact ESG risks may have on the Group, and plans
to carry out the identification and assessment of ESG and climate change risks based on the external socio-
economic, macro environment and the development strategies of the Group. In the future, the Group will continue
to strengthen its capabilities in climate change-based risk and management and its abilities to address them.

We are concerned about the expectations and demands of various stakeholders, and committed to maintaining
communication with stakeholders in various ways in order to identify and evaluate ESG issues with importance. The
Group takes ESG information disclosures seriously. The Board supervises the preparations of ESG reporting and
reviews the annual ESG report to ensure the accuracy and effectiveness of information disclosure.

This report discloses in detail the progress and effectiveness of the ESG works of Hope Education in 2022, which
has been reviewed and approved by the Board on 30 November 2022.

RESPONSIBILITY MANAGEMENT

Responsibility Philosophy

Hope Education has always focused on higher vocational education and establishment of applied colleges, fulfils
the fundamental mission of fostering character and civic virtue, and attaches great importance to the connotation
construction of colleges and the quality of talent cultivation, by adhering to our fundamental educational philosophy
of “gratefulness - optimism - rigor - responsibility”. Facing the new era, Hope Education regards provision of better
education resources as its mission and task to continuously improve the quality of talent cultivation.

As a corporate citizen, the Group strictly complies with the Company Law of the People’s Republic of China and
other laws and regulations, and adopts the requirements set out in the Corporate Governance Code in Appendix 14
to the Listing Rules of the Hong Kong Stock Exchange as the Company’s corporate governance codes to ensure its
legal and compliant operation and effectively safeguard the interests of the Company and all of its shareholders.

As a private education enterprise, we strictly abide by professional ethics, continuously optimize the quality
of teaching services, make innovation in subject education, attach great importance to the connotation and
quality construction of colleges, and proactively explore a development path of private education with distinctive
characteristics, striving to cultivate various types of high quality talents with professional skills.
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Responsibility Management

A sound ESG governance system is the basic guarantee for corporate ESG governance. Hope Education
continuously builds and improves the ESG governance system by practicing a business philosophy of sustainable
development, and integrates ESG factors into the corporate decision-making and daily operations to protect the
interests of shareholders and improve the level of sustainable development on an on-going basis.

To better achieve the standardized and professionalized management of sustainable development, Hope Education
has established an ESG management system comprising the Board, the ESG panel and Group headquarters
and principals from each school, and constantly reviewed and improved ESG internal management mechanism,
work process and methods of information disclosure. In particular, the Board is responsible for the approval of
ESG Report and making major decisions, the ESG panel is responsible for the delivery of resolutions made by the
Board and the report of work process and feedback from the Group’s ESG, and each department of the Group and
principals from each school are responsible for the practice of ESG work and implementing decisions made by the
decision-making layer into daily practice. The Group has established a three-level ESG management structure from
decision-making layer, execution layer to implementation layer, and continuously optimizes the Company’s ESG
governance and management capabilities.

Decision-making layer The Board

Execution layer The ESG panel

Implementation layer  [EECNelsEtine] Principals from
P Y the Group each school

Figure of ESG Governance Framework of Hope Education

Communication with Stakeholders

Hope Education closely monitors demands of various internal and external stakeholders such as governments
and regulatory institutes, investors/shareholders, teachers/employees, students/parents, suppliers/partners and
community public, proactively opens up various communication channels, and fully collected and responded to
stakeholders’ expectations for a sustainable development of Hope Education, striving to create long-term value for
them.
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Table of Stakeholder Communication Methods of Hope Education

Stakeholders

Government and regulatory
authorities

Investors/shareholders

Teachers/employees

Students/parents

Suppliers/partners

Public community

Area of concerns and demands

Observe state laws and regulations
Operation in compliance with laws and
regulations and management

Fulfil its liability to tax in conformance with
law

Stable investment returns

Operation in compliance with laws and
regulations and management
Sustainable development and risk control

Strengthen teachers’ professional skills
Employee benefits

Occupational health and safety

Promotion and development

Improve the teaching/working environment

Teaching quality

Campus life and social practice
School safety and physical and mental
health guarantee

Employment rate

Fair competition and dealing

Dealing with integrity

Mutual benefit and long-term cooperation
Product quality

Integration with the community
Public welfare projects
Contribute to the society

HOPE EDUCATION GROUP CO., LTD. e

Communication methods

Irregular inspection
Communication with government
Periodic report

General meeting

Announcement, press release and
periodic report

Investor relations roadshow

Teacher/employee training

Internal teacher/employee evaluation
Internal exchange forum
WeChat/Email direct communication
channel arranged by the
management

Student satisfaction survey
WeChat/Email direct communication
channel arranged by the management
Theme class meeting or lecture

Supplier site visit
Supplier review
Supplier exchange meeting

Community activity

Public welfare activities
Thanksgiving season activities
Hotline
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Materiality Issue Management

Stakeholders’ attention to various ESG issues and importance of the issues are the basis for determination of
the Company’s material issues. In accordance with the relevant requirements of the Environmental, Social and

Governance Reporting Guide of the Hong

Group, we conduct regular assessment on ESG important issues. In 2022, we made adjustment to the ESG

materiality Issue by integrating the Group’s

by combination of ESG materiality issues of the previous year. During the Reporting Period, the Group identified 25

materiality issues.

Importance to stakeholders

25

General important
issues

Moderately important issues

Kong Stock Exchange and demands of various stakeholders on the

business development for the year and benchmarking peer companies

14

24

Figure of Materiality Matrix on Hope Education’s ESG Issues
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Table of Hope Education’s ESG Important Issues

Highly important issues 1 Teaching quality

N

Enriching teaching sources (such as hardware facilities, channels for
exchanging teaching and learning experience, etc.)

3 Strengthening teachers’ professional skills
4 Student safety and physical and mental health guarantee
5 Professional skill training adapted to market demand
6 Developing and creating teaching and research systems and teaching
courses
7 Employee remuneration and benefits
Moderately important issues 8 Protecting employees’ interest
9 Student employment rate

10 Risk management and internal control system establishment
11 Status of graduates

12 Protecting privacy of students and parents

13 Employee training and education

14 Handling complaints from students and parents
15 Student campus life and social practice

16 Operational compliance and anti-corruption

17 Green campus and green office

18 Waste management

19 Improving supplier management system

20 Commencing volunteer support

21 Promoting of cultural integration
22 Improving energy efficiency
General important issues 23 Promoting concepts of science popularization and environmental protection

24 Water resources management
25 Controlling the greenhouse gas emission to combat climate change

OPERATIONAL RESPONSIBILITY

Hope Education continues to strengthen its operation and management level, promote compliance management
and integrity construction, strengthen its ability to resist risks, ensure the integrity and efficiency of the Company’s
operations, attach great importance to protection of privacy and data security of students and parents, and respect
and protect others’ and their own intellectual properties, to establish a responsible and sustainable brand image
and achieve sustainable development.
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Anti-corruption

Hope Education has always complied with the Supervision Law of the People’s Republic of China {## A R HF1E]
BEZ2SX)), the Anti-money Laundering Law of the People’s Republic of China (R #E A R EFE X L)), the Anti-
Unfair Competition Law of the People’s Republic of China (& A R R IEE #5)%)) and other laws and
regulations, formulated and implemented the Employee Handbook (& TFfft)) and other management systems
to strictly prohibit the occurrence of illegal incidents such as bribery, extortion, fraud and money laundering and
continuously consolidate its internal integrity construction. There was no corruption cases occurred in the Group
during the Reporting Period.

The Group strictly resists internal and external bribery and money laundering to create an honest and upright
corporate environment. In terms of contract management, we have formulated the Basic Regulation of Contracts
Involving Balance of Funding (CH& &I & RIEZRIRE)) to strictly regulate the contract management standards
and principles, establish and improve the prevention mechanism of corporate compliance risk and legal risk and
mitigate the occurrence of economic risks. In addition, to enhance the anti-corruption awareness of our faculty
members, we regulate the business conduct and professional ethics of our employees through publicity or training
to strictly prohibit any occurrence of illegal behaviors.

In terms of supplier integrity management, we continuously strengthen the integrity governance of suppliers, and
sign the Corruption-free Agreements {(FZ/Z%5:%)) with relevant suppliers to prevent any occurrence of improper
acts such as commercial bribery and strictly protect the legal compliance of our suppliers.

Privacy Protection for Students and Parents

Hope Education attaches great importance to the protection of customer privacy and data security, strictly complies
with the Personal Information Protection Law of the People’s Republic of China (7 A R FE A EAE B REX)),
the Data Security Law of the People’s Republic of China (% A R £ FEEIEZ 2)%)), the Cyber Security Law of
the People’s Republic of China 7 A R EMEM4E L 27%)), the Regulations on the Management of Students in
Regular Colleges and Universities (&= % 224 EI2#F ) and the Measures for the Administration of Full-
time Regular College Students’ School Roll & A& i#E =52 RE4ABEEIRIDE)), has formulated the School
Roll and Academic Credentials Administrative Measures (2 E2FE R #1%)) and other rules to implement the
information management mechanism for students and parents and effectively strengthen the construction of
privacy protection in the Group. The Group did not receive any complaints about infringement of students’ and
parents’ privacy during the Reporting Period.

In the course of daily data security and privacy protection, each school of the Group has entered into the
Confidentiality Agreement {(fRZ #35% ) with relevant staff, which clearly stipulates that no information about
students and parents shall be provided or leaked, except normal work requirements of relevant posts, to effectively
protect students’ personal information security.
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Intellectual Property Protection

Hope Education is fully aware of the importance of protecting intellectual properties, attaches great importance
to the management and protection of intellectual properties, strictly complies with the Patent Law of the People’s
Republic of China (A RLFMEEF]X)), the Trademark Law of the People’s Republic of China (& AR
MEIRGIZESE)), the Copyright Law of the People’s Republic of China (& B A R FEZE %)) and other laws and
regulations, holds zero-tolerance attitude to plagiarism, fully respecting the intellectual property rights of others
while safeguarding their own legitimate rights and interests, thereby setting a good example for students.

We encourage, support and respect writings, invention patents and teaching and research achievements of teachers
and students, assist in promoting the application, registration and protection of various intellectual properties, and
regularly review the intellectual property products of each school of the Group. For malicious infringement of the
Group’s intellectual properties, we will protect our legitimate rights and interests through coordination, complaints,
laws and other means. Meanwhile, we procure each school to strictly review the contents of teaching materials,
and insist on the use of authorized editions of teaching materials to respect others’ intellectual properties in strict
accordance with the national and regional regulations on the use of intellectual properties.

EDUCATIONAL RESPONSIBILITY

Hope Education Group is committed to serving the society with better higher education services and fulfilling
the mission and originality of fostering character and civic virtue by adhering to an educational philosophy of
“gratefulness - optimism - rigor - responsibility”. The Group continues to enhance teaching quality, comprehensively
coordinate high-quality education resources, improve students’ comprehensive quality, and deliver various high-
quality applied professional and technical talents to the society through modern education.

Education Quality Improvement

Hope Education insists on taking quality of education and teaching as the lifeline of the Group’s all-round
development, continues to improve the relevant work mechanism, earnestly promotes the reform and innovation
in education and teaching on the basis of standardizing the daily teaching operations, and steadily promotes high
quality school operations and high quality talents training. According to the Evaluation and Assessment Index
System for Colleges and Universities under Hope Education Group on Online Teaching (% Z2# 5 £ @R 4R
HETEEZIEIZEE X)) and the Evaluation and Assessment Index System for Colleges and Universities under
Hope Education Group on School Operation (%22 B LB ATE R BTG Z A MIEIEE R)), the Group
has implemented the quality assurance system in all aspects of education and teaching to ensure that all work is
conducted strictly according to quality standards.

During the Reporting Period, various colleges and universities actively strengthen the construction of majors and
courses to improve the level of specialty construction by creating high quality and featured key majors, actively
promoting the construction of three-level courses, i.e., qualified courses, quality courses and gold courses and
facilitating the improvement of teaching level with quality majors and quality programmes. In addition, various
colleges and universities continuously build a team of high-level and high-quality teachers and improve the
structure and quality of teacher team, organize various competitions on teachers’ teaching abilities, evaluation and
display of excellent teaching plans and other activities, encourage and support faculty members to participate in
teaching reform research and scientific research projects, and improve the research capacity and level of teachers,
thus the teaching and scientific research atmosphere and research capacities are gradually enhanced, providing an
important guarantee for improving the quality of teaching.
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Level of Award

National

National

National

National

National

National

National

National

National

National

National

National

National

National

Provincial

Provincial

Provincial

Provincial
Provincial

Table of accolades obtained by teachers of Hope Education in 2022 (partial)
Names of Awards

Milan Design Week 2022 — Excellent Works Exhibition of Design Discipline Teachers and Students in Chinese
Universities (Bl R 85T E2RIAD £ B F1ESRE) - First Prize (1 awardee) and Third Prize (1 awardee)

Milan Design Week 2023 — Excellent Works Exhibition of Design Discipline Teachers and Students in Chinese
Universities — Third Prize (1 awardee)

The 5th National Digital Creative Teaching Skills Competition (£ B1#{F 8l B2 ER A ) - Second Prize (2
awardees)

The National College Digital Art & Design Awards (Teacher Group) (£ B2 EFE TR 5 A BE2RAM4H) - First
Prize (1 awardee) and Third Prize (1 awardee)

The 15th China Creative Challenges Contest (f Bl{f 8| EZ 2B SIF E1i7:% 5t A &) - Second Prize (2
awardees) and Third Prize (1 awardee)

The 16th China Creative Challenges Contest - Third Prize (1 awardee)

National Undergraduate Smart Supply Chain Innovation and Entrepreneurship Challenge (2B A &4 EE
M rEsE A Bl Dk B E)- First Prize in preliminary round (1 awardee), Second Prize in preliminary round (1
awardee), Bronze Prize in final (2 awardees) and Excellent Instructor Award (3 awardees)

The Star Teacher Contest 2022 (Higher Vocational Group) hosted by Foreign Language Teaching and
Research Press (202255 M1t “#2 2 £ " K &) - National Semi-finals — First Prize

The 12th Art and Design Exhibition of Chinese Universities (5 12f&F BElS R E M {EREFE) - Excellent
Works Award

The 3rd National Cross-border E-commerce Professional Teachers Teaching Competition (55 =/ 2 BERE
P EEH I E B ERE 5 E) - Third Prize in Group Competition

“ITMC Cup” National Cross-Border E-Commerce Skills Competition 2021 (2021 4 “ITMC# " 2 Bl %15 E 17
751238 X&) - National Final in Teacher Group — Second Prize (1 awardee) and Third Prize (2 awardees)

The 4th “Keyun Cup” National Vocational Colleges and Universities Finance and Accounting Vocational Ability
Competition 2022 (£ 71JE“RI EM " 2B ik = AT 5 H 82 KN E) - Third Prize of Excellent Instructors (2
awardees)

National University Biological Network Design Competition (Huawei Cup) 2022 (2022 4 & B A B2 4 4B 48 28 &
#3E (¥ A1) - Second Prize in Central China and Southwest Areas (1 awardee)

Yearbook of Contemporary Chinese University Students’ Art Works in 2021 (2021 El'&E R A2 A SR
£8) - Excellence Award (1 awardee)

The 25th National Teacher Education and Teaching Informatization Exchange (£ =+ HE2BEIHMHBEHE
5B EE) - Third Prize

The 2th National Undergraduate Purchasing Practice Competition (£ ~E2 FIAZAREERAE) -
Excellent Instructor

Excellent Paper Award 2022 (Inner Mongolia Autonomous Region) hosted by China Association of Higher
Education Society (A5t B/A R mEHE L& 20225 EFH#X) - First Prize

Research Project of Henan Provincial Social Science Circles Federation (j7] 4 & Rl Bt & RE A & AR
78) - First Prize

The 1st Teachers Basic Education Skills Display Activities of Sichuan Colleges and Universities in Fine Arts
Major in 2021 (20214 0|14 & B =SSR EMH B EEE£HE AR ETEH) - First Award (3 awardees)
The 4th Chinese Classics Recitation Competition in 2022 (2022 55 IUJ& “fh 34155 - First Prize (3 awardees)
The 15th China Creative Challenges Contest (F El4f 8] & &2 B E T2 liz% 5T KF) - First Prize
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Enrich Educational Resources

To better pursue the mission and task of providing better higher education resources to the society and strive
to build the top brand of private higher education in China, Hope Education leverages its rich school operating
experiences and specialty advantages on the basis of improving education quality to enhance the construction
of internal hardware and software facilities and promote external specialty cooperation and exchanges of talents
and resources, which has greatly enriched the Group’s educational resources and provided a sound guarantee for
responsibility education.

Hope Education consolidates the foundation for education, increases investment and construction in laboratory
equipment and facilities, improves training conditions of majors, upgrades and transforms teaching environment,
thereby the learning and living conditions of teachers and students are constantly improved. The Group actively
promotes the construction of school-enterprise cooperation, deepens the industry-education-research integration
and constantly improves talent training model through an all-round cooperation in talent cultivation, joint construction
between colleges and enterprises and other fields. During the Reporting Period, Yinchuan University of Energy
established a communication mechanism with off-campus internship bases, and regularly conducted various forms
of industry-education-research activities. 23 teachers and students majoring in drones from Sichuan Vocational
College of Culture & Communication joined the new quality militia drone rescue team of the Mianzhu Armed Forces.
Based on the school-enterprise cooperation with Chengdu Metro, Hope Education was elected as the vice chairman
unit of Chengdu Rail Transit Vocational Education Group (Alliance) (5k &FEh 8 3 BB S H 5 £ 2 (B ).

To learn from and absorb advanced external experience and cultivate higher quality talents, the Group puts forward
the concept of international school operating layout, which has been conscientiously implemented by a number
of colleges to strengthen the study and training of international projects, through signing strategic cooperation
agreements with overseas colleges to build overseas internship and employment education bases; signing
academic qualification upgrade agreements; holding international winter and summer camps, cultural experience
and summer internship and practice projects for college students, establishing a platform for innovation and
entrepreneurship exchanges and a long-term cooperation mechanism with universities in Taiwan to cooperate by
establishing 1-5 cross-strait college students’ entrepreneurial team(s), two-way summer camps and short-term
research and training activities, which have effectively broadened the international vision of teachers and students
and improved their comprehensive quality and social competitiveness.

Students’ Potential Stimulation

Adhering to the teaching concept of “promoting learning, teaching and development via competition”, Hope
Education has formulated the Guiding Opinions on Encouraging Schools under the Group to Organize All Types of
Competitions KR EBIEERERARSERZZEMNIEEE R)) and the Incentive Measures for Schools under the
Group to Organize All Types of Competitions (B & BT B & M1 5 BE 2V 22 E %)) and other relevant systems
to encourage schools to organize and hold, and teachers and students to participate in skill competitions, with a view
to promote the construction of learning style, improve the comprehensive quality of teachers and students, cultivate
knowledge-based, innovative and skill-based talents, and cultivate students’ sense of innovation and cooperation. The
Group stipulated incentive standards for awards in competitions, which further stimulated the enthusiasm of teachers
and students. Competition and classroom education are effectively linked to enhance students’ comprehensive
abilities. Substantial achievements made by teachers and students of various schools from participating in high-quality
competitions have effectively improved the quality of talent training, contributing greatly to cultivating high-quality
applied professional and technical talents, and groups of students who have obtained experience in the competition
have become the star of their position and the star of the entrepreneur in all walks of life.
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Table of accolades obtained by students of Hope Education in 2022 (Partial)

Level of Award Names of Awards

National

National

National

National

National

National

National

National

National

Provincial

Provincial

Provincial

Provincial

Provincial

Provincial

Provincial

The 8th “Xuechuang Cup” National College Students Entrepreneurship Comprehensive Simulation
Competition (58 \E“ 2811”2 B K24 g 45 & 18K E) - First Prize in the Finals

The 10th National College Students Mechanical Innovation Design Competition — Fischertechnik
Competition (% 1J& 2 BI K 2 4+ iR BI#T 25t KBEZ R HEFEE) - First Prize

The 2nd “Emergency Science China Tour” College Students Cyber and Information Security
Special Competition (EZ/E“EERI LT EET" AEBEMPENEELE2EEHE) - First Prize (2
awardees)

National Enterprise Competition Simulation Contest in 2022 (20221 ¥ 5% F 12 it X %) — National
First Prize (1 awardee), Third Prize (3 awardees)

“SELEP - VocabGo Cup” National English Vocabulary Contest 2022 (2022 & 4Nt f)E A2 E
KEH EATERE H A (2 H)) - First Prize (1 awardee), Second Prize (1 awardee)

“FLTRP - ETIC Cup” English Writing Contest 2021 (Higher Vocational Group) (2021 & M £E A
N aEEESEAE (584)) - Second Prize in National Finals

The 4th College Students Green Exhibition Innovation and Creativity Challenge 2021 (20214 254
fEAXB4 4B R AIH Al Z B E) - Second Prize (2 awardess), Third Prize (4 awardees)

The 8th National College BIM Graduation Design Innovation Competition (5 /\jE 2 B = BIME
¥R BIFT A E =5 58) - Third Prize (4 awardees), Excellence Award (4 awardees)

National 3D Digital Innovation Design Competition 2021 (2021 4 2 B = 4 & L Al#T R A ) -
Group Second Prize (1 award)

The 17th Sichuan College Students Computer Works Competition 2022 (5 +-+f&@ /)14 A2 4 5t
H#EFE(2022)) - Grand Prize (1 awardee)

The 13th Langiao Cup National Software and Information Technology Professional Talent
Competition — Inner Mongolia Area (T =EEBME2HEHNEBERIMNEZAT RBEATHER)
— First Prize (2 awardees), Second Prize (7 awardees), Third Prize (13 awardees)

Jiangxi Provincial College Students’ Science and Technology Innovation and Vocational Skills
Competition 2021 (20214 )T P4 K E £ RHL B #7 BB H AL #E &) - First Prize (2 awardees),
Second Prize (7 awardees), Third Prize (5 awardees)

The 15th China Creative Challenges Contest (1 B4 £] & & 2 B # T4 A E) - First Prize (1
awardee), Second Prize (3 awardees) and Third Prize (14 awardees)

The 8th “Oriental Fortune Cup” National College Student Financial Challenge (5 /\/@“5& 5 81 &1~
2EIKEA S RPKEE) - First Prize (4 awardees), Second Prize (5 awardees) and Third Prize (4
awardees)

The 9th “Xuechuang Cup” National College Students Entrepreneurship Comprehensive Simulation
Competition (B SLE“ZRIN"2BI K24 BIF 4R A 1E#AE) - First Prize (2 awardees), Second
Prize (4 awardees)

The 13th Chinese Mathematics Competitions(5+=/a 2B KB4 HEHE) — First Prize (1
awardee), Second Prize (21 awardees)
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Community’s Satisfaction

Hope Education regards social satisfaction and teacher and student’s satisfaction as an important criterion for the
Group’s business operation and development. By adhering to the educational philosophy of “Four Satisfactions”,
the Group improves various operation and teaching work with a focus on implementing normalization of theoretical
learning, building research and training platforms and promoting the construction of core members of students
affairs team, advancing the progress of labour education and continuously promoting employment of graduates,
to adapt to the new direction of social development, improve the comprehensive governance level, build a good
reputation in the society and establish a brand image.

Hope Education always sticks to breakthroughs and innovations, complements each other and takes social
satisfaction as a key indicator to promote the development of the Group. The Group listens extensively to
feedback and voices of students and parents. In a communication principle of “multi-pronged progress, prompt
communication, complementary information and efficiency first”, the Group broadens the online and offline
information feedback channels such as Weibo, WeChat or giving direct feedback to the president to improve
the level of opinion collection on an on-going basis. The Group follows a rapid problem handling mechanism to
ensure quick response to questions raised by students and parents. After problems are located and distributed to
responsible units, the Group will also track them continuously, communicate with the relevant units regarding the
problems raised by students and their parents, review results for problem handling, and follow up the satisfaction of
students and their parents with such results.

Distribute
to
responsible
campus

Make
rectifications

Designate

Receive Classify responsible

leaders

within a
time limit

problems problems

Figure of Opinion processing mechanism of Hope Education
Administrative Logistic Support

To pursue the educational philosophy of “gratefulness - optimism - rigor - responsibility” and create a safe, healthy
and warm working and learning environment, the Group has formulated the Logistics Management Measures (&
HEIEPLL)), and established the relevant management structure and guidelines on issues such as food safety,
campus safety, fire safety and medical safety as well as a safety and health management system covering all
teachers and students to identify potential safety hazards in campus, cultivate teachers and students’ safety
awareness, and ensure the ability to respond to emergencies. During the Reporting Period, the Group has no major
campus safety incidents.

Strengthening the Pandemic Prevention

To guarantee the safety of employees under the normalized conditions of COVID-19 prevention and control, the
Group attaches great importance to the epidemic prevention and control and applies the prevention and control
requirements to all teachers and students to require various schools to strictly follow the local COVID-19 prevention
and control deployment, set up a leading group for epidemic prevention and control, formulate work systems and
mechanisms for epidemic prevention and control, control key steps in epidemic prevention and control, implement
the responsibility system for epidemic prevention and control, thereby ensuring the health of teachers and students
and campus safety, as well as an orderly learning and working environment.
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During the reporting period, each school sets up a leading group for epidemic prevention and control led by school
leaders, formulates prevention and control measures and methods based on the actual situation of the epidemic,
and organizes centralized vaccination and epidemic prevention and control exercises in school to reduce the risk
of epidemic prevention and control in future. Journey investigation, health screening and other measures are held
for key time such as before the beginning of school, holidays and festivals, and control measures are taken in strict
accordance with epidemic prevention requirements and in cooperation with local disease control departments to
ensure accurate and timely response to emergencies caused by the epidemic.

Safeguarding Food Safety

The Group pays great attention to food safety risk management, and sorts out a series of management system
with complete processes in accordance with the Food Safety Law of the PRC (FZEARKEMER ML EE)), the
Implementation Regulation on Food Safety Law of the PRC A R EMB R BEL 27X EME1KG])), Administrative
Measures for the Licensing of Catering Services (Z&kiR7% 5T 7] & E %)), the Measures for Supervision and
Administration of Food Safety in Catering Services (ZXRBRMEEEBEERINE)), the Code of Practice for
Food Safety in Catering Services ( Z#R B R ML TIRIEHE)), the Guidelines for Canteen Safety of Higher
Education Institutions (i@ mE 2R ® %2 T 1EEF Jand other regulations.

During the Reporting Period, the Group holds regular meetings to study and deploy food safety management,
promotes the construction of open kitchens in canteens, controls the whole supply channel covering raw materials,
tableware and employees, and organizes normalized and regular supervision and inspection over food safety and
employees’ health, requires certificates and invoices for all raw materials and food products, and retains meal
samples, and upon any problems identified, rectification tasks will be assigned in a timely manner and followed
up for implementation. Furthermore, we disseminate scientific and legal knowledge on food safety to all teachers
and students, further facilitating potential food safety risks in schools to be investigated and eliminated in a timely
manner.

Ensuring Campus Safety

To strengthen the construction of safety capacity and create a safe and harmonious campus, the Group establishes
a special leadership group for safety work, formulates various safety work systems, and refines specific plans and
emergency contingency plans, sets up safety devices at campus, enhances the safety awareness of all teachers
and students and improve the ability to respond to emergencies, thereby eliminating hidden dangers before they
occeur.

Strengthening Fire Safety Guarantee

To fully implement various fire safety measures, the Group strictly requests each school to formulate College Fire
Management System (8 555 E 12 #I//Z ) and the Fire Control Room Management System (GEBF1EHIZE &2 HIE )
that suit their own situation according to national laws and regulations including the Fire Control Law of the People’s
Republic of China (& AR FEAEIEA%)) and Provisions on the Administration of Fire Safety at Higher Academic
Institutions KEFEE2REMZ2EEMRE)), to establish and implement the responsibility system on fire control
safety level by level and specifying the fire control safety responsibilities of all levels and positions. The Group
urges each school to equip fire-fighting facilities and devices in line with national and industrial standards, maintain
and test such facilities and devices as required, regularly organize and hold fire prevention, rectify any potential
accidents identified in a timely manner, standardize fire safety signs, enhance safety and hygiene education for
teachers and students in school, and hold fire and earthquake prevention safety drills and fire extinguishing drills,
effectively protecting the lives of teachers and students.
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Providing Medical and Health Support

Hope Education cares about the health of all employees, teachers and students and requires each college to
establish and complement the College Public Health Emergency Contingency Plan (ZFrZe 3 A it E1FEE
JEZ)), the College Infectious Disease Prevention and Control Plan ( Z2Ft 8RB | E 4 f5TEZL)) and the College
Food Poisoning Emergency Contingency Plan (Pt &+ 5 & 278%)) in accordance with Emergency Response
Measures of the People’s Republic of China (# % A R &£ B2 3 H - EETHE%)), the Regulation on the Urgent
Handling of Public Health Emergencies (228 A H£ &4 EFEZ(551)) and other national regulations as well as the
Occupational Health and Safety Management Systems-Requirements with Guidance for Use (B ¥ 2 F L 2 & 1268
RERK N F AR (GB/T 45001-2020). The Group sets up an infirmary with professional medical personnel for all
teachers and students, controls the procurement and supply of drugs and medical equipment throughout the cycle
to be stored and used in strict accordance with national and industry regulations. In addition, the Group provides
employees with regular physical examinations, health seminars and other safeguard measures to promote a healthy

life among employees.
Attaching Importance to the Healthy Growth of Students

The Group attaches importance to students’ physical and mental health and safety and takes various measures to
ensure the growth of students. We have established health files for students to accurately understand students’
health information with a focus on key students, held first-aid knowledge lectures, and established a student
emergency response plan. Each school plans and builds an education center on students’ mental health to meet
students’ multi-dimensional psychological needs and care for their mental health through various forms such as
special training on psychological health education, psychological counseling services and setting up cathartic or
relaxing devices. During the Reporting Period, we organizes various safety education and safety drills for students,
covering frequently occurred campus safety issues such as prevention of Internet fraud, prevention of campus
bullying, anti-drugs, anti-pyramid selling, AIDS prevention and treatment, effectively improving students’ awareness
of prevention and eliminating hidden dangers before they occur.

Student Employment

The impact of the pandemic on employment has been lasting. There are still uncertainties in demand in employment
market and a decline in the capacity of some small and medium-sized enterprises to expand and absorb
employment. Also, the sporadic outbreak of the epidemic has adversely affected campus recruitment activities.
Based on the current situation, the Group has formulated the Administrative Measures for Employment (£ % &
B ¥E%) in accordance with the Law for Promoting Private Education ( RIFZE (Ri#5%)), the Service Guide on
Employment and Entrepreneurship Policy for College Graduates (24 2 AIZEB R RIEHER)) and the
proactive policies of various regions in stabilizing employment, to strengthen positive guidance to students’ view of
employment, provide employment service guidance through online and offline linkage with public employment and
talent service agencies of all levels, offer employment security information services, hold practical skills training,
build an innovation and entrepreneurship platform, and provide targeted assistance to graduates with diversified
employment needs, enabling graduates to have capabilities for employment and opportunities for entrepreneurship.

To effectively promote the recommendation for employment of graduates, some schools set up employment
guidance courses, explore prospective cooperative enterprises in multiple industries, organize students to
participate in social practice and off-campus work-study program, organize special recruitment fairs, assist
graduates with employment, and help graduates with employment difficulties apply for job and entrepreneurship
subsidies during the Reporting Period. By establishing a regular evaluation and feedback mechanism, the Group
urges various schools to actively promote their employment and entrepreneurship, effectively supporting graduates
in their employment and personal development.
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SOCIAL RESPONSIBILITY
Staff Development
Protection of Staff’s Interests

Protection of staff’s interests is the most basic and important personnel task to maintain the normal operation of
all units under the Group. Hope Education has formulated internal regulations such as the Administrative Measures
on Labor and Labor Contracts and Social Insurance %5 E)F155 &) & R+ & {REEEEPH)E)), the Administrative
Measures on Employee Recruitment ( 8 TiBIEE 2 #%)), the Headquarters Administrative Measures on
Remuneration (42 2B#rBIEI2HTX)) and the Staff Welfare System ( 8 T42F#I/E)) to provide institutional guarantee
for employees’ basic rights in compliance with the laws and regulations including the Labor Law of the PRC (%
AR FEFEEE)E)), the Labor Contract Law of the PRC (R EE A R H£ B4 E)4 [F)% ) and the Regulation on Work
Injury Insurance TSR IEBD)).

During the process of recruitment and employment, the Group guides the formulation of recruitment plans,
recruitment strategies and skills, supervises and urges schools to introduce talents through various channels and
measures, not only to meet the needs for talents in education, teaching, management and operations and guarantee
a more reasonable student teacher ratio, but also to ensure that the recruitment process is strictly supervised and
examined to prohibit the use of child labor and forced labor as well as discrimination and destructive competition in
any form. In case of any occurrence, the Group shall timely handle such acts according to the relevant rules. During
the Reporting Period, the staff labour contract signing rate was 100%.
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In regard to remuneration and welfare, the Group strives to build a remuneration and benefits system to the
satisfaction of its employees. Each school implements the reform on remuneration systems, and issued the Salary
Reform Plan (& BikE 5 %)) and the Employee Salary Adjustment Measures ( & L& & #E#15%)) by making
flexible use of the function of remuneration as a lever. Under the unified basic remuneration system model,
remuneration systems of various schools are flexibly adjusted, taking into account their individual characteristics, as
well as post, education background, professional title and teaching age, which has greatly improved the satisfaction
of faculty members.

In addition, the Group supports certain schools in their application and disbursement of food allowance, welfare for
Teacher’s Day, Mid-Autumn Festival and National Day, team building fee, heating fee and other welfare expenses
for all faculty members in accordance with the local social insurance premium payment policy and the actual
welfare distribution policy, holds annual health check for all faculty members, flexibly purchase accidental injury
insurance for faculty members, raises provident fund payment base for faculty members according to the housing
provident fund payment plan of each school, and formulates remuneration policies for rural revitalization to provide
salary and welfare security and purchase accident insurance for cadres stationed at village. During the Reporting
Period, the staff social security coverage was 100%. In the past three years, the Group had no work-related
employee fatality incidents.

As of the end of the Reporting Period, the Group had a total of 12,660 employees. Among which, female employees
accounted for 62.61%; employees aged 30 or below accounted for 48.45%, employees aged 30-50 accounted for
44.14%, and employees aged 50 or above accounted for 7.41%. During the Reporting Period, in strict compliance
with relevant national and local laws and regulations, the Group did not have any labor dispute litigation.

Unimpeded Development Channels

Hope Education always attaches importance to the career development of employees and teachers. By developing
and refining the Administrative Measures on Performance Incentives and Assessment of School Operations (Ft
REMRTIERBIE X EIE X)), the Group formulates and complies with the management measures for selection
and appointment of cadres to mobilize the enthusiasm of employees for work, which has standardized personnel
appointment and removal by combining appointment and dismissal with investigations to adjust the remuneration
at the Group’s headquarters and schools after investigations, aiming to tap full potential of talents and match posts
to capabilities. Employees selected through investigations have strong comprehensive abilities, high credibility and
universal recognition, who can also serve as a role model for other employees, promote healthy competition and
enhance teamwork ability. In the course of investigation, suggestions collected and sorted out are also handled
and fed back to effectively solve the problems, further improving satisfaction, cohesion and sense of belonging of
employees.
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Enhancement of Teacher’s Ability

The Group attaches great importance to training. To stabilize teaching team and improve its teaching ability
and teaching level, the Group has established a teacher training office to be responsible for organization and
management of teacher training, formulated internal management systems and constitutional documents such as
the Implementing Measures on Standardized Training Program (8 #3/b 25| TERI B FEHE%)), the Training System
of Teacher Posts (AT MALEEFIHE)) and the Guidance on Strengthening the Building of Teaching Team of
Higher Education Institutions within the Group (B M58 HH T = SRR ERMERFIEEE R)), set up a training
course system comprising a total of 20 subjects in the themes of Group culture, Group management mode, rules
and regulations, management’s service consciousness, norms of documents and meetings, and formulated a plan
for construction of internal training lecturer team of the Group to realize the sharing of internal resources within
the Group. With the support of the Group, each school promotes teachers’ teaching abilities through curriculum
construction such as adjusting class capacity, encouraging teachers to teach new courses, using spare time to
teaching research and teaching reforms and other measures in light of its actual situation, organizes various training
and learning to broaden teachers’ visions as well as various competitions on teaching skills to promote teaching,
emphasizes on teacher assessment to promote promotion, and enhances teachers’ scientific research and teaching
thinking skills through practice and learning.

As of the end of the Reporting Period, a total of 12,660 employees of Hope Education participated in training, with
a total training time of 326,731.7 hours.

Care for Staff

Hope Education adheres to the Group’s culture, striving to make employees feel warm at work, and formulates
and improved the Staff Welfare System for the Headquarters and Subsidiaries of the Hope Education Group (%
BHEEEBABRABARETEFHE) and a series of management measures to care about employees, and
constantly innovates work ideas and methods to enhance employees’ senses of gain, happiness and security. The
Group specifies various benefits to which employees are entitled in respect of social insurance, provident funds,
holidays, free meals, birthday/wedding, festivals, condolences, medical and accident insurance and establishes an
employee database for timely management of employees’ demands on salary and career development to improve
satisfaction. Various schools organize technical and ideological training for employees systematically, and take
various measures to create a comfortable work environment for teachers and students; carry out humanistic care
activities such as employee induction commemorative and employee birthday blessings for existing employees, and
carry out point-to-point condolences to resigned employees through SMSs. In addition to work, the Group supports
schools to carry out various cultural and sports activities to enrich the lives of employees and their families.
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Community Support
Provision of Volunteer Support

Hope Education will integrate social responsibility into the whole process of the Group’s development and give
back to the society through its own actions. The Group actively integrates advantageous resources and develops
positive interactions with industry partners to contribute to the overall promotion of education. The teachers and
students of all schools actively carry forward the spirit of volunteerism, and lively integrate social practice with
public welfare and charity, and contribute hope and love to the regions and groups in need.

During the Reporting Period, in order to continuously promote rural vitalization, the Group and its colleges donated
a total of RMB1,716,000 for charity, and successively carried out activities under the themes of rural vitalization
including “Special Action on National Poverty Alleviation Day”, “Development of Education for Rural Vitalization”
and “Promoting the Spirit of Labor to Facilitate Rural Vitalization”, and also raised funds and collected supplies for

teachers and students in poverty-stricken areas, or providing other voluntary services to those areas.
Case: Rural Vitalization Research Institute of Guizhou Qiannan Economic College

On 15 March 2022, Guizhou Qiannan Economic College (formerly known as Business College of Guizhou University
of Finance and Economics) held a ceremony for the establishment of the Rural Vitalization Research Institute and
the launching of grassroots service activities. The college mobilizes grassroots teachers to actively participate
in the rural vitalization work and make greater contributions under the rural vitalization strategy. Combining the
advantages of the college, the Institute focuses on promoting rural vitalization in terms of rural governance,
education, culture, talents and industries, and serving the local ethnic economy in seven aspects, including rural
vitalization research, rural vitalization lectures, guidance for rural students, and rural vitalization training.

In April, 16 grassroots teacher representatives from the Rural Vitalization Research Institute went to Madao Village
and Yangmao Village, Baijin Town, Huishui County, Qiannan Prefecture, Guizhou Province to assist local village
committees in publicity and education-related work on epidemic prevention and control, fire prevention and
electricity safety, and forest fire prevention, and visited and collected statistical data on special populations of the
elderly, the weak, the sick and the disabled.

We will continue to leverage on the strengths of the Rural Vitalization Research Institute and spare no effort to
facilitate rural vitalization services and make greater contributions to the rural vitalization strategy.

Photos: Rural Vitalization Series Activities of Guizhou Qiannan Economic College
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Case: Hope Education’s students go to the countryside

In June 2022, Jinken College of Technology continued to organize the “Go to the countryside” summer social
practice activities of science, technology, culture and sanitation, with each team went to the frontline places such
as rural areas, communities, youth homes, and 4:30 classrooms to carry out volunteer work including ecological
environmental protection, tutoring and serving the masses, actively practicing the dedication spirit of young people
in the new era.

In July 2022, the service group of “Care from the College, Inspirational Action, Chinese Dream” summer social
practice activity of Guizhou Qiannan College of Science and Technology went to Gangdu Primary School in Gangdu
Village, Gangdu Town, Huishui County to carry out volunteer teaching service activities. The activity lasted for 12
days and offered 7 interest classes in English, dance, sports, calligraphy, handicraft, painting and vocal music.
There were 48 teacher and student volunteers participated in the teaching activities. The Youth League Committee
of Guizhou Qiannan College of Science and Technology (formerly known as “College of Science and Technology of
Guizhou University”) was honored as the Outstanding Unit of “Go to the Countryside” Social Practice in the Year of
2022 by the Youth Development Department of the Central Committee of the Communist Youth League.

Fishds

AT

T

Photo: “Go to the Countryside” summer social Photo: “Go to the Countryside” summer social
practice activities of science, technology, culture and practice activities of science, technology, culture and
sanitation of Jinken College of Technology sanitation of Guizhou Qiannan College of Science and
Technology

In addition, the student volunteers of Hope Education also participated in a number of public welfare activities such
as ecological environmental protection, epidemic prevention and control, and blood donation, promoting the spirit
of volunteerism of “dedication, friendship, mutual assistance and progress”. Five colleges of Hope Group, including
Southwest Jiaotong University Hope College, Tianyi College and Automotive College, were awarded the title of
2021 Advanced School Unit of Sichuan Province for Free Blood Donation.

Promoting Cultural Integration

Hope Education upholds the sense of mission and responsibility of the education industry, deeply explores the
treasures of traditional culture, and inherits and promotes the excellent traditional culture of China. In the education
practice, the Group combines traditional Chinese culture, local culture and teaching activities, and carries out a
number of education popularization works to help teachers and students to understand the beauty of traditional
Chinese culture.
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Chinese Culture Promotion Event Featuring Hanfu Demonstration of Hope College

“Depiction of our Times, Showcase of National Splendor” Origami Contest of Business College

“Charming Ancient Elegance” Make-up Contest of Shanxi Jinci College

“Our Gratitude to the College” Calligraphy Exhibition of College of Science and Technology

The Chinese Medicine Culture Festival and Voluntary Medical Consultation of Sichuan Tianyi

College

“Appreciating Charm and Beauty of Chinese Ethnicity” Grateful Season Ancient Chinese-themed

Catwalk of Sichuan College of Communication

“Cherishing Gratefulness and Never Giving Up” Free Spring Couplets Offer of Suzhou Top

Institute

Activities organized in schools under Hope Education to promote traditional culture

Hope Education attaches great importance to spiritual civilization education and the joint development of

professional knowledge and moral education. As special brand events of the Group,

the Grateful Season activities

has always played a positive role and achieved good results in cultivating students’ moral quality with its extensive

influence.

The “Path of Gratitude, Power of Hope” Photo Contest of College and Science
and Technology

The “Chinese Dream, Affection for Chinese Characters” Chinese Characters

Dictation Competition

The “Switching Roles” Grateful Season Activity

“Touching and Gratitude” Three-line Love Letter Writing Activity

Grateful Season activities of Hope Education
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Supply Management

Hope Education regards supply chain management as an important part of the Group’s ESG management and
pays special attention to it. The Group has formulated relevant systems including the Management System for
Procurement Contracts {((%E& 4 REIE #IE)), the Management System for Procurement Bidding {(FEEBIZE 12
#E)), the Supplier Management System {(ftfERIEIEHI/E)) and the Implementation Rules for Procurement of
the Group (=B EEE4E])) to optimize the construction of the management system and further improve the
standardization and perfection of supplier management, to build a good supply-demand cooperation relationship
with the supplier partners.

Hope Education builds a long-term management mechanism covering bidding, supplier access, supplier
management and supplier removal, strengthens the supervision of bidding and procurement, and strengthens the
professional training of procurement personnel to ensure the reliability and safety of supply in multiple dimensions.
For implementing the Group’s procurement work, the Group has established a working group on tender matters
with the person-in-charge of the procurement management department as the team leader, and the relevant
persons-in-charge and technical personnel of the procurement management department, the audit department,
the legal department, and the relevant units with procurement needs as the team members. The Group has
established a supplier qualification review team to control the management of supplier access, strictly review the
operation status, commercial reputation, product quality and other information of the bidders, and conduct on-
site inspections when necessary to ensure that the merchants included in the supplier list meet the cooperation
standards. The Group stipulates that the access of suppliers shall be subject to a validity period of one year.
Existing suppliers shall be inspected at the end of December each year, and the qualification for supply in the
next year will be obtained after passing the inspection. Otherwise, the contract will be terminated, and the access
qualification will be cancelled.

In regard to suppliers that we are cooperating with, the Group carries out quarterly assessments using a 100-point
rating scale, and establishes a grading system pursuant to the results of the rating. The Group will increase the
proportion of procurement from high-rated suppliers, and provide rectification suggestions and requirements for
middle-rated suppliers, and eliminated low-rated suppliers which will also be added to the Table of Disregarded
Businesses (“T3/#EZ k). In addition, Hope Education will blacklist suppliers which involve commercial bribery,
false bids and other dishonest conducts, and have caused significant losses to the Company or violated national
laws, so as to further improve the quality of supply and procurement.

In 2022, the Group has a total of 1,059 suppliers, including 1,058 suppliers from Mainland China, 1 supplier from
Hong Kong, Macau and Taiwan.

. Number of suppliers in Sichuan Province 112 1

Number of suppliers in Guizhou Province 21

Number of suppliers in Shanxi Province

Number of suppliers in Ningxia Autonomous Region

Number of suppliers in Jiangsu Province
. Number of suppliers in Henan Province

656

. Other regions in Mainland China

. Number of supplier in Hong Kong, Macau and Taiwan

Figure of Number of Hope Education’s Supplier by Region in 2022
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ENVIRONMENTAL RESPONSIBILITY

In the context of global climate change, Hope Education actively assumes environmental responsibility,
unswervingly promotes and practices the path of ecological priority and green development, continues to promote
energy conservation and emission reduction, actively identifies and manages climate change risks, and emphasizes
environmental protection and energy conservation in campus management.

Energy Saving

Colleges are the major energy users of Hope Education, as well as an important base for disseminating new energy-
saving concepts and creating new energy-saving technologies. In order to comprehensively promote campus
energy conservation and emission reduction and the construction of energy-saving campus, based on actual
condition, the Group has formulated the efficient and reasonable Management Measures on Fixed Assets { (& F &
EEEIRYPHE)), which sets out provisions for material application, transfer of new assets, continuous management of
assets, checking of inventory, maintenance of assets and disposal of scrapped assets, to avoid energy waste. In
respect of consumables management, the Group requires all colleges to centralize their procurement on a regular
basis and updates the List of Inventory of Low-value Consumables (X185 i 7 /E1F 4255 ) on a weekly basis.

In addition, the Group has issued the following initiatives to schools:
Saving electricity

In addition to adjusting the time of electricity consumption and avoiding the transmission congestion and waste
of electricity in the campus, we should try our best to choose high-efficiency and energy-saving products that
consume less electricity, and turn off the power when not in use. For example:

1. Avoiding long-light lights and daytime lights, and increasing energy-saving lights; turning off lights in offices,
classrooms, laboratories and other places when natural light is sufficient, and do not turn on the lights when
there are few people, and turning off lights when leaving; installing sound-control or light-control switches in
the staircase and other public area; enhancing the overall planning and technical transformation of lighting
facilities in public areas such as roads, squares and green belts; and using energy-saving lamps as much as
possible, and adopting green lighting;

2. Reducing the power consumption of office equipment and standby power consumption. Reasonably turning
on and use electrical equipment such as computers, printers and copiers to minimize energy consumption;
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Saving water

As the earth’s water resources are consumed excessively and groundwater resources become less and less, our
water demand can be reduced by recycling water. For example:

1. Strengthening the daily maintenance and management of water equipment, strictly avoiding any emission,
dripping or leakage, and eliminating the faults in a timely manner; improving the efficiency of use and making
the best use of resources; and planning water-saving renovation for the hot water rooms, bathrooms,
traditional flush toilets, etc.;

2. Consciously developing a water-saving habit and turning off the faucet to prevent long-flowing water;

3.  Water-saving irrigation methods such as sprinkler irrigation and drip irrigation are adopted for campus
greening;

4.  Strengthening the supervision of water consumption of school infrastructure construction to reduce waste
and environmental pollution caused by wastewater discharge;

Saving consumables

To increase revenue and reduce expenditure, we will efficiently recycle and reuse daily consumables, so as to make
the best use of resources and avoid waste.

1. In the schools, the copying, printing and other office papers are strictly managed by designated personnel.
The paper materials and daily documents transmitted within the school are printed on both sides of paper.
We will accelerate the construction of campus network and actively promote work online through campus
network, so that the documents and materials on campus shall be submitted through the campus network as
much as possible, in promoting paperless office;

2.  Strictly purchasing, managing and using consumables such as office supplies, chemicals, reagents and
laboratory materials to avoid disorder.

3.  Strengthening the scientific management of various projects to reduce material loss.

Comprehensive utilization of resources

Adopting recycling, resource sharing and other methods to improve the comprehensive utilization efficiency of
resources throughout the cycle.

1. Strengthening resource sharing through scientific management, deployment of laboratories and modern
teaching equipment, improving the intact rate and utilization rate of equipment, and building a resource
management system open to all teachers and students;

2. Resource recycling. Advocating the rejection of disposable items (including disposable lunch boxes,

chopsticks, etc.), making efforts to resist plastic bags, and taking public transportation as much as possible,
to influence the people around us by actions and words.
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Emission Reduction

Reducing emissions is an important step towards China’s double carbon goals. The Group continuously improves
the Logistics Management System (£ #)E 2 5/Z ) to gradually standardize the management of wastewater,
exhaust gas and solid wastes. In the education service industry where the Group operates, the main environmental
pollutions are from energy, water resource, office resource consumption, life wastes and three wastes (exhaust
gas, wastewater and solid waste) discharge from canteen. Exhaust gas produced mainly refers to cooking fumes
generated from canteens, wastewater is principally domestic sewage, while solid is mainly domestic garbage.
Discharge of all pollutants satisfies required standards.

During the Reporting Period, the Group strengthened the management of reagents and consumables, carried out
the recycling and utilization of wastes, strictly implemented the waste recycling management regulations, and
strengthened the supervision and inspection on the management and use of hazardous chemicals, radioactive
elements and other toxic and hazardous materials, to reduce environmental pollution caused by waste. Both
domestic waste and hazardous waste were disposed of by qualified third parties. For kitchen wastes, Oil and
water transmitters were installed in canteens of each college. Kitchen food wastes are collected, transported and
disposed of by qualified third parties.

Responding to Climate Change

Climate change is a common challenge for all mankind. Today, actively responding to climate change has become
a consensus of mankind, and the green and low-carbon transformation has become a global action. Hope
Education, as an important participant in society, will proactively identify and manage significant climate change
risks and opportunities, and contribute to the world. Schools are the main body of Hope Education and the main
place for carrying out education work. They are also important participants, contributors and promoters to achieve
the goal of double carbon and green development, and are important carriers and channels for spreading ecological
civilization. The Group called on all colleges to carry out relevant publicity and training to guide and assist all
teachers, students and staff to establish awareness and understanding of climate change and the double carbon
goal, and explore different concepts and practical methods to cope with climate change.
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APPENDIX I: TABLE OF KEY DATA FOR 2022

Index Unit Data for 2022
A Environmental
A1 Emissions
A1.2 Total greenhouse gas emissions and intensity
Total greenhouse gas emissions! Tonne of CO2 equivalent 50,043.57
Intensity of greenhouse gas emissions Tonne of CO2 equivalent per RMB1 16.45
million of revenue
Direct greenhouse gas emissions (Scope 1) Tonne of CO2 equivalent 3,716.00
Indirect greenhouse gas emissions (Scope 2) Tonne of CO2 equivalent 46,327.57
A1.3 Hazardous waste produced
Total amount of hazardous waste Tonne 3.72
Intensity of hazardous waste Tonne per RMB1 million of revenue 0.001222
Abandoned lighting tubes Piece 6,467.00
Used printer toner cartridge Piece 594.00
Used batteries Piece 5,105.00
Scrapped ink cartridges Piece 512.00
Hazardous waste from laboratories Tonne 171.72
Others Tonne 0
Recycled ink cartridges Piece 209.00
Total amount of non-hazardous waste Tonne 51,638.25
Intensity of non-hazardous waste Tonne per RMB1 million of revenue 16.97
Kitchen garbage Tonne 18,293.07
Domestic garbage Tonne 33,287.00
Office paper Tonne 58.18
A2 Use of Resources
A2.1 Total energy consumption and intensity
Total energy consumption? Tonne of standard coal consumption 12,085.53
Density of energy consumption Tonne standard coal consumption 3.97
per RMB1 million of revenue
Electricity consumption kWh 79,737,637.36
Pipeline gas m3 1,718,628.47
A2.2 Water consumption and intensity
Office and domestic water consumption Tonne 4,102,414.11
Intensity of water consumption Tonne per RMB1 million of revenue 1,348.28

The calculation of direct greenhouse gas emissions (Scope 1) is based on the Guidelines for Accounting Methods and
Reporting of Greenhouse Gas Emissions for 24 Industries in China (P BI24 E1 T3 )2 TR EH X E 7 A EREIER)
issued by the National Development and Reform Commission of the State Council, and is calculated based on the main
types of energy consumption in operations, i.e. the consumption of pipeline gas; the calculation of indirect greenhouse
gas emissions (Scope 2) is based on the Notice on the Key Work Related to the Management of Enterprise Greenhouse
Gas Emissions Reporting in 2022 (BAR#i42022 F 128 = R ES HE ik & B 12 A8 B E 2 TVERYMAN)), which is derived

The calculation of total energy consumption is based on GBT2589-2020 General Principles of Comprehensive Energy

Note 1:

from the conversion of purchased electricity;
Note 2:

Consumption Calculation ( GBT2589-2020%7 4 RE#ERT & A)).
112
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B1 Employment

B1.1 Total workforce by gender, employment type, age group and geographical region

Total workforce

By gender

Male

Female

By age group

Below 30 years old
30-50 years old

Over 50 years old

By geographical region
Mainland China

Hong Kong, Macau and Taiwan
Overseas

B2 Health and Safety

B2.1 Number of work-related fatalities
Work-related deaths in the past three years
Number of work-related fatalities

Number of work-related injuries

Total days lost due to work injury

Other

Staff medical examination coverage

B3 Development and Training

B3.1 Number of employees trained by gender and employee category

Total number of employees trained
By gender

Male

Female

Unit

Person

Person
Person

Person
Person
Person
Person

Person
Person

Person

Case
Day

%

Person

Person
Person

ESG REPORT

Data for 2022

12,660

4,733
7,927

6,134
5,589
937

12,659

98

100

12,660

4,733
7,927

B3.2 The average training hours completed per employee by gender and employee category

The average training hours completed per
employee

Average training hours of all employees

By gender

Average training hours of male employees
Average training hours of female employees

Hour

Hour
Hour

HOPE EDUCATION GROUP CO., LTD.

25.81

25.52
25.98
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Index

B5 Supply Chain Management
B5.1 Number of suppliers by geographical region
Total number of suppliers

In Sichuan Province

Guizhou Province

Shanxi Province

Ningxia Autonomous Region
Jiangsu Province

Henan Province

Other regions in Mainland China
Hong Kong, Macau and Taiwan

B7 Anti-corruption

Unit

Company

Company

Company

Company

Company

Company

Company

Company

Company

Data for 2022

1,059
656
90
78
21
80
21
112

B7.1 Number of concluded legal cases regarding corrupt practices brought against the issuer or its employees during the

reporting period
Number of instituted or concluded legal cases
regarding corrupt practices

B8 Community Investment

B8.2 Resources contributed to the focus area
Contribution of fund
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APPENDIX II: ESG INDEX

ESG KPI

A1 . Emissions

A2 : Use of
Resources

Guide Requirements

General Disclosure

Information on:

(@ the policies; and

(b) compliance with relevant laws and regulations
that have a significant impact on the issuer

relating to air and greenhouse gas emissions,

discharges into water and land, and generation of

hazardous and non-hazardous waste.

A1.1 The types of emissions and respective emissions

data.

A1.2 Direct (Scope 1) and energy indirect (Scope 2)
greenhouse gas emissions (in tonnes) and, where
appropriate, intensity (e.g. per unit of production
volume, per facility).

A1.3 Total hazardous waste produced (in tonnes) and,
where appropriate, intensity (e.g. per unit of production
volume, per facility).

A1.4 Total non-hazardous waste produced (in tonnes)
and, where appropriate, intensity (e.g. per unit of
production volume, per facility).

A1.5 Description of emissions target(s) set and steps
taken to achieve them.

A1.6 Description of how hazardous and non-hazardous
wastes are handled, and a description of reduction
target(s) set and steps taken to achieve them.

General Disclosure

Policies on the efficient use of resources, including
energy, water and other raw materials.

A2.1 Direct and/or indirect energy consumption by
type (e.g. electricity, gas or oil) in total (KWh in ’000s)
and intensity (e.g. per unit of production volume, per
facility).

A2.2 Water consumption in total and intensity (e.g. per
unit of production volume, per facility).

A2.3 Description of energy use efficiency target(s) set
and steps taken to achieve them.
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Report Section/Statement

Environmental Responsibility

Environmental Responsibility
— Emission Reduction

2022 Main Data List
Environmental Responsibility
— Emission Reduction

2022 Main Data List

Environmental Responsibility
— Emission Reduction

2022 Main Data List
Environmental Responsibility
— Emission Reduction

2022 Main Data List
Environmental Responsibility
— Emission Reduction
Environmental Responsibility
— Emission Reduction

Environmental Responsibility
— Energy Saving

Environmental Responsibility
— Energy Saving
2022 Main Data List

Environmental Responsibility
— Energy Saving

2022 Main Data List
Environmental Responsibility
— Energy Saving
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ESG KPI

A3 : The
Environment and
Natural Resources

A4 : Climate
Change

B1 : Employment

Guide Requirements

A2.4 Description of whether there is any issue in
sourcing water that is fit for purpose, water efficiency
target(s) set and steps taken to achieve them.

A2.5 Total packaging material used for finished
products (in tonnes) and, if applicable, with reference
to per unit produced.

General Disclosure
Policies on minimising the issuer’s significant impacts
on the environment and natural resources.

A3.1 Description of the significant impacts of activities

on the environment and natural resources and the
actions taken to manage them.

General Disclosure
Policies on identification and mitigation of significant

climate-related issues which have impacted, and those

which may impact, the issuer.

A4.1 Description of the significant climate-related
issues which have impacted, and those which may
impact, the issuer, and the actions taken to manage
them.

General Disclosure

Information on:

(@ the policies; and

(b) compliance with relevant laws and regulations
that have a significant impact on the issuer

relating to compensation and dismissal, recruitment

and promotion, working hours, rest periods, equal

opportunity, diversity, anti-discrimination, and other

benefits and welfare.

B1.1 Total workforce by gender, employment type

(for example, full- or part- time), age group and

geographical region.

B1.2 Employee turnover rate by gender, age group and

geographical region.
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Report Section/Statement

Environmental Responsibility

— Energy Saving

No issue in sourcing water that is fit
for purpose

Not applicable. The Group does not
use any product packaging materials
during operation.

Not disclosed as the impact on the
environment and natural resources
are of little significance for the
Group’s operation.

Not disclosed as the impact on the
environment and natural resources
are of little significance for the
Group’s operation.

Environmental Responsibility-
Response to Climate Change

Environmental Responsibility
— Response to Climate Change

Social Responsibility
— Staff Development

Social Responsibility
— Staff Development
2022 Main Data List
Social Responsibility
— Staff Development
2022 Main Data List



ESG KPI

B2 : Health and
Safety

B3 : Development
and Training

B4 : Labour
Standards

Guide Requirements

General Disclosure

Information on:

(@ the policies; and

(b) compliance with relevant laws and regulations
that have a significant impact on the issuer

relating to providing a safe working environment and

protecting employees from occupational hazards.

B2.1 Number and rate of work-related fatalities

occurred in each of the past three years including the

reporting year.

B2.2 Lost days due to work injury.

B2.3 Description of occupational health and safety

measures adopted, and how they are implemented

and monitored.

General Disclosure

Policies on improving employees’ knowledge and
skills for discharging duties at work. Description of
training activities.

B3.1 The percentage of employees trained by gender
and employee category (e.g. senior management,
middle management).

B3.2 The average training hours completed per
employee by gender and employee category.

General Disclosure

Information on:

(@  the policies; and

(b) compliance with relevant laws and regulations
that have a significant impact on the issuer

relating to preventing child and forced labour.

B4.1 Description of measures to review employment

practices to avoid child and forced labour.

B4.2 Description of steps taken to eliminate such

practices when discovered.
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Report Section/Statement

Educational Responsibility

— Administrative Logistic Support
Social Responsibility

— Staff Development

2022 Main Data List

Social Responsibility

— Staff Development

2022 Main Data List

Educational Responsibility

— Administrative Logistic Support
Social Responsibility

— Staff Development

Social Responsibility
— Staff Development

Social Responsibility
— Staff Development
2022 Main Data List
Social Responsibility
— Staff Development
2022 Main Data List

Social Responsibility
— Staff Development

Social Responsibility
— Staff Development
Social Responsibility
— Staff Development
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ESG KPI

B5 : Supply Chain
Management

B6 : Product
Responsibility

118
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Guide Requirements

General Disclosure

Policies on managing environmental and social risks of

the supply chain.
B5.1 Number of suppliers by geographical region.

B5.2 Description of practices relating to engaging

suppliers, number of suppliers where the practices are

being implemented, and how they are implemented
and monitored.
B5.3 Description of practices used to identify

environmental and social risks along the supply chain,

and how they are implemented and monitored.
B5.4 Description of practices used to promote

environmentally preferable products and services when

selecting suppliers, and how they are implemented
and monitored.

General Disclosure

Information on:

(@ the policies; and

(b) compliance with relevant laws and regulations
that have a significant impact on the issuer

relating to health and safety, advertising, labelling

and privacy matters relating to products and services

provided and methods of redress.

B6.1 Percentage of total products sold or shipped

subject to recalls for safety and health reasons.

B6.2 Number of products and service related
complaints received and how they are dealt with.
B6.3 Description of practices relating to observing
and protecting intellectual property rights.

B6.4 Description of quality assurance process and
recall procedures.

B6.5 Description of consumer data protection and

privacy policies, and how they are implemented and
monitored.
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Report Section/Statement

Social Responsibility
— Supply Management

Social Responsibility
— Supply Management
2022 Main Data List
Social Responsibility
— Supply Management

Social Responsibility
— Supply Management

Social Responsibility
— Supply Management

Educational Responsibility
- Enhancing Education Quality

Not applicable. The Group does not
involve recalls for safety and health
reasons during operation.
Operational Responsibility-Privacy
Protection for Students and Parents
Operational Responsibility

— Intellectual Property Protection
Not applicable. The Group does not
involve product quality inspection
and recall during operation.
Operational Responsibility

— Privacy Protection for Students
and Parents



ESG KPI

B7 : Anti-
corruption

B8 : Community
Investment

Guide Requirements

General Disclosure

Regarding the prevention of bribery, extortion, fraud

and money laundering:

(@) policies; and

(b) Information on compliance with relevant laws and
regulations that have a significant impact on the
issuer.

B7.1 Number of concluded legal cases regarding

corrupt practices brought against the issuer or its

employees during the reporting period and the

outcomes of the cases.

B7.2 Description of preventive measures and whistle-

blowing procedures, and how they are implemented

and monitored.

B7.3 Description of anti-corruption training provided to

directors and staff.

General Disclosure

Policies on community engagement to understand the
needs of the communities where the issuer operates
and to ensure its activities take into consideration the
communities’ interests.

B8.1 Focus areas of contribution (e.g. education,
environmental concerns, labour needs, health, culture,
sport).

B8.2 Resources contributed (e.g. money or time) to the
focus area.

ESG REPORT

Report Section/Statement

Operational Responsibility
— Anti-corruption

Operational Responsibility
— Anti-corruption
2022 Main Data List

Operational Responsibility
— Anti-corruption

Operational Responsibility
— Anti-corruption

Social Responsibility
— Community Support

Social Responsibility
— Community Support

Social Responsibility
— Community Support
2022 Main Data List
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INDEPENDENT AUDITOR’S REPORT

To the shareholders of Hope Education Group Co., Ltd.
(Incorporated in the Cayman Islands with limited liability)

OPINION

We have audited the consolidated financial statements of Hope Education Group Co., Ltd. (the “Company”) and
its subsidiaries (the “Group”) set out on pages 129 to 258, which comprise the consolidated statement of financial
position as at 31 August 2022, and the consolidated statement of profit or loss and other comprehensive income,
the consolidated statement of changes in equity and the consolidated statement of cash flows for the year then
ended, and notes to the consolidated financial statements, including a summary of significant accounting policies.

In our opinion, the consolidated financial statements give a true and fair view of the consolidated financial position
of the Group as at 31 August 2022, and of its consolidated financial performance and its consolidated cash flows
for the year then ended in accordance with International Financial Reporting Standards (“IFRSs”) issued by the
International Accounting Standards Board (“IASB”) and have been properly prepared in compliance with the
disclosure requirements of the Hong Kong Companies Ordinance.

BASIS FOR OPINION

We conducted our audit in accordance with Hong Kong Standards on Auditing (“HKSAs”) issued by the Hong
Kong Institute of Certified Public Accountants (“HKICPA”). Our responsibilities under those standards are further
described in the Auditor’s responsibilities for the audit of the consolidated financial statements section of our report.
We are independent of the Group in accordance with the HKICPA'’s Code of Ethics for Professional Accountants (the
“Code”), and we have fulfilled our other ethical responsibilities in accordance with the Code. We believe that the
audit evidence we have obtained is sufficient and appropriate to provide a basis for our opinion.

KEY AUDIT MATTERS

Key audit matters are those matters that, in our professional judgement, were of most significance in our audit
of the consolidated financial statements of the current period. These matters were addressed in the context of
our audit of the consolidated financial statements as a whole, and in forming our opinion thereon, and we do not
provide a separate opinion on these matters. For each matter below, our description of how our audit addressed
the matter is provided in that context.

We have fulfilled the responsibilities described in the Auditor’s responsibilities for the audit of the consolidated
financial statements section of our report, including in relation to these matters. Accordingly, our audit included
the performance of procedures designed to respond to our assessment of the risks of material misstatement of
the consolidated financial statements. The results of our audit procedures, including the procedures performed
to address the matters below, provide the basis for our audit opinion on the accompanying consolidated financial
statements.
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KEY AUDIT MATTERS (Continued)

Key audit matter

Acquisitions of businesses

During the year ended 31 August 2022, the Group
completed two acquisitions and recognised goodwill
and a gain on bargain purchase of approximately
RMB736 million and RMB3 million, respectively. Both
acquisitions were accounted for using the acquisition
method of accounting where the Group performed
purchase price allocation exercises as disclosed in note
33 to the financial statements. The Group engaged an
independent external valuer with relevant qualifications
to perform valuation on the fair values of the identifiable
assets acquired and the fair values of the liabilities
assumed as at the acquisition dates of the businesses
acquired. The accounting for business combinations
involved the use of significant management judgements
and estimates for identifying a business combination,
determining the acquisition date, measuring identifiable
assets acquired and liabilities assumed at fair value,
recognising and the allocation of intangible assets and
goodwill.

The Group’s disclosures about the above-mentioned
acquisitions of businesses are included in note 2.4, note
3 and note 33 to the financial statements.
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How our audit addressed the key audit matter

We performed the following procedures in our audit for
this matter:

° Examined the supporting documents including
the share transfer agreements, amended articles
of association, the board resolutions, the related
documents about changes of directors and
transfer of control right and assets;

° Tested the identification of assets and liabilities
based on our understanding of the acquired
businesses;

° Evaluated the accounting treatment applied to the
transactions;

° Assessed the management judgement of the
acquisition dates;

° Evaluated the competence, capabilities and
objectivity of the independent valuer engaged
by management in assessing the purchase price
allocation;

° Involved our internal valuation specialists to
evaluate the methodologies and key valuation
parameters adopted in determining fair values
of identifiable assets acquired and liabilities
assumed; and

° Evaluated the accuracy of the financial statement
disclosures.
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KEY AUDIT MATTERS (Continued)

Key audit matter

Preferential tax treatment

As set out in note 10 to the financial statements,
pursuant to the 2016 Decision (as defined in note 10
to the financial statements), private schools are no
longer being classified as either schools for which
the school sponsor(s) require reasonable returns or
schools for which the school sponsor(s) do not require
reasonable returns. Instead, the school sponsor(s) of a
private school may choose for the school to be a for-
profit private school or a non-profit private school,
with the exception that schools providing nine-year
compulsory education must be non-profit. Pursuant to
the 2016 Decision and the 2021 Implementation Rules
(as defined in note 10 to the financial statements), a
private school may enjoy the preferential tax policies,
which are not defined under neither the 2016 Decision
nor the 2021 Implementation Rules, as stipulated by the
related government authorities and a non-profit school
may enjoy the same tax policies as enjoyed by a public
school.

As at the date of this report, the Group’s schools in the
People’s Republic of China (the “PRC Schools”) are in
the process of classification registrations and remain
as private non-enterprise units. In accordance with the
historical tax compliance confirmations obtained from
the local tax authorities and the Group’s external legal
advisor’'s comments on the preferential tax treatments
for the current year, the PRC Schools did not pay
corporate income tax for the income from formal
educational services and have enjoyed the preferential
tax treatments during the year ended of 31 August 2022.

122 HOPE EDUCATION GROUP CO., LTD. e

How our audit addressed the key audit matter

The audit procedures included the following:

° Discussed with management to evaluate their
interpretation of the tax laws and their assessment
of the tax obligations of the schools operated by
the Group for the current year;

° Evaluated management’s assessment on the
application of the preferential tax or applicable tax
rate to the respective schools;

° Examined the historical tax filing returns filed to
the relevant tax authorities and the tax compliance
confirmations obtained therefrom, where
appropriate;

° Discussed with the Group’s external PRC legal
advisors to obtain an understanding of their view
with respect to the interpretation of the existing
applicable laws which would have an impact on
the applicable tax on the respective schools;

° Assessed any new policies, regulations or rules
that have been introduced by the authorities,
which might have an impact on the tax position
taken by the Group up to the date of approval of
these financial statements;

° Examined the tax compliance confirmations
obtained from the local tax authorities for the

current year, where appropriate; and

continued/...
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KEY AUDIT MATTERS (Continued)

Key audit matter

Preferential tax treatment (continued)

Following the completion of the registration of the PRC
Schools as for-profit private schools, the PRC Schools
may be subject to corporate income tax at a rate of 25%
in respect of service fees they receive from the provision
of formal educational services, if they do not enjoy any
preferential tax treatment. As such, a significant impact
on the Group’s profit and loss may arise.

There were significant judgements involved in
management’s analysis and assessment, such as
the assessment on the possible outcome of the
tax provision based on historical experiences and
interpretation of the relevant tax laws and regulations in
respect of the preferential tax treatments enjoyed by the
PRC Schools.

The Group’s disclosures about the income tax
are included in note 3 and note 10 to the financial
statements.
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How our audit addressed the key audit matter

The audit procedures included the following:

° Involved our internal tax specialist to assist us in
analysing the preferential tax treatments enjoyed
by the PRC Schools and assessing the adequacy
of tax provisions.
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KEY AUDIT MATTERS (Continued)

Key audit matter

How our audit addressed the key audit matter

Impairment of goodwill and intangible asset with indefinite useful life

The Group recorded significant amounts of goodwill
and intangible asset with indefinite useful life of
approximately RMB2,031 million and RMB148 million,
respectively, as at 31 August 2022. Management
has performed an annual impairment test on the
recoverability of goodwill and intangible asset with
indefinite useful life as required by IAS 36. No impairment
charge has been recorded against goodwill and
intangible asset with indefinite useful life in the current
year. Certain assumptions used in the impairment review
were subjective and involved significant judgements and
estimates, and they included:

° the future cash flow growth assumptions used in
the Group’s most recent budgets for the next five
years approved by the board of directors, including
future industry development, pricing strategies,
market supply and demand, and earnings before
interest and taxes (“EBIT”);

° the growth rate used beyond the period covered
by the budgets; and

o the discount rate applied to future cash flows.

The accounting estimates and disclosures related to the
impairment assessment of goodwill and intangible asset
with indefinite useful life are included in note 3 and note
18 to the financial statements.

The audit procedures included the following:

Evaluated management’s future cash flow
forecasts, including their consideration of the
impact of COVID-19, and the process by which
they were drawn up;

Assessed the actual performance during the
year ended 31 August 2022 against the prior
year budgets to evaluate historical forecasting
accuracy;

Analysed the key assumptions adopted by
management, such as the growth rates of the
number of students, tuition and boarding fees and
expenses during the forecast periods by checking
the historical trend and industry index;

Performed sensitivity analyses on the forecasts;

Involved our internal valuation specialists to
assist us in evaluating the methodologies and key
valuation parameters used by the Group and the
discount rate used by comparing it to the industry
index; and

Evaluated the adequacy of the Group’s disclosures
regarding impairment testing of goodwill and
intangible asset with indefinite useful life.
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KEY AUDIT MATTERS (Continued)

Key audit matter

Recoverability of loans to a third party

As at 31 August 2022, the principal and interest
receivables (the “Debts”) with an aggregate amount
of RMB595 million arising from loans to a third party
(“Debtor”), which accounted for approximately 12% of
the Group’s total current assets, have been past due.

The impairment assessment for the Debts is a complex
process involving significant management’s judgements
including their evaluation of the Debtor’s financial
condition, the cashflows that the Group expects to
receive from the sale or realisation of collaterals held by
the Group to safeguard the Debts.

The accounting estimates and disclosures related to
the impairment assessment of the loans and interest
receivables arising thereon are included in note 2.4, note
3, note 22 and note 39 to the financial statements.
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How our audit addressed the key audit matter

The audit procedures included the following:

o Examined the Group’s assessment of the third
party’s financial condition and ability to repay the
Debts;

° Discussed with management regarding the
Group’s actions to safeguard the Debts;

° Inspected legal agreements and supporting
documentation to confirm the existence and legal
right to the collateral held by the Group;

° Evaluated the competence, capabilities and
objectivity of the independent valuers engaged
by management in assessing the fair value of the
collaterals and the expected future cash flows
from the collaterals;

° Involved our internal valuation specialists to
assist us in evaluating the methodologies and key
valuation parameters used by the independent
valuer in determining the fair value of the collateral
and the expected future cash flows from the
collaterals; and

° Evaluated the adequacy of the Group’s disclosures
regarding the impairment assessment for the
Debts and the Group’s exposure to credit risk in
the financial statements.
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OTHER INFORMATION INCLUDED IN THE ANNUAL REPORT

The directors of the Company are responsible for the other information. The other information comprises the
information included in the Annual Report, other than the consolidated financial statements and our auditor’s report
thereon.

Our opinion on the consolidated financial statements does not cover the other information and we do not express
any form of assurance conclusion thereon.

In connection with our audit of the consolidated financial statements, our responsibility is to read the other
information and, in doing so, consider whether the other information is materially inconsistent with the consolidated
financial statements or our knowledge obtained in the audit or otherwise appears to be materially misstated. If,
based on the work we have performed, we conclude that there is a material misstatement of this other information,
we are required to report that fact. We have nothing to report in this regard.

RESPONSIBILITIES OF THE DIRECTORS FOR THE CONSOLIDATED FINANCIAL STATEMENTS

The directors of the Company are responsible for the preparation of the consolidated financial statements that
give a true and fair view in accordance with IFRSs issued by the IASB and the disclosure requirements of the Hong
Kong Companies Ordinance, and for such internal control as the directors determine is necessary to enable the
preparation of consolidated financial statements that are free from material misstatement, whether due to fraud or

error.

In preparing the consolidated financial statements, the directors of the Company are responsible for assessing
the Group’s ability to continue as a going concern, disclosing, as applicable, matters related to going concern and
using the going concern basis of accounting unless the directors of the Company either intend to liquidate the
Group or to cease operations or have no realistic alternative but to do so.

The directors of the Company are assisted by the Audit Committee in discharging their responsibilities for
overseeing the Group’s financial reporting process.

AUDITOR’S RESPONSIBILITIES FOR THE AUDIT OF THE CONSOLIDATED FINANCIAL
STATEMENTS

Our objectives are to obtain reasonable assurance about whether the consolidated financial statements as a whole
are free from material misstatement, whether due to fraud or error, and to issue an auditor’s report that includes our
opinion. Our report is made solely to you, as a body, and for no other purpose. We do not assume responsibility
towards or accept liability to any other person for the contents of this report.

Reasonable assurance is a high level of assurance, but is not a guarantee that an audit conducted in accordance
with HKSAs will always detect a material misstatement when it exists. Misstatements can arise from fraud or error
and are considered material if, individually or in the aggregate, they could reasonably be expected to influence the
economic decisions of users taken on the basis of these consolidated financial statements.
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AUDITOR’S RESPONSIBILITIES FOR THE AUDIT OF THE CONSOLIDATED FINANCIAL
STATEMENTS (Continued)

As part of an audit in accordance with HKSAs, we exercise professional judgement and maintain professional
scepticism throughout the audit. We also:

° Identify and assess the risks of material misstatement of the consolidated financial statements, whether due
to fraud or error, design and perform audit procedures responsive to those risks, and obtain audit evidence
that is sufficient and appropriate to provide a basis for our opinion. The risk of not detecting a material
misstatement resulting from fraud is higher than for one resulting from error, as fraud may involve collusion,
forgery, intentional omissions, misrepresentations, or the override of internal control.

° Obtain an understanding of internal control relevant to the audit in order to design audit procedures that are
appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness of the
Group’s internal control.

° Evaluate the appropriateness of accounting policies used and the reasonableness of accounting estimates
and related disclosures made by the directors.

° Conclude on the appropriateness of the directors’ use of the going concern basis of accounting and, based
on the audit evidence obtained, whether a material uncertainty exists related to events or conditions that
may cast significant doubt on the Group’s ability to continue as a going concern. If we conclude that a
material uncertainty exists, we are required to draw attention in our auditor’s report to the related disclosures
in the consolidated financial statements or, if such disclosures are inadequate, to modify our opinion. Our
conclusions are based on the audit evidence obtained up to the date of our auditor’s report. However, future
events or conditions may cause the Group to cease to continue as a going concern.

° Evaluate the overall presentation, structure and content of the consolidated financial statements, including
the disclosures, and whether the consolidated financial statements represent the underlying transactions and
events in a manner that achieves fair presentation.

° Obtain sufficient appropriate audit evidence regarding the financial information of the entities or business
activities within the Group to express an opinion on the consolidated financial statements. We are responsible
for the direction, supervision and performance of the group audit. We remain solely responsible for our audit
opinion.

We communicate with the Audit Committee regarding, among other matters, the planned scope and timing of the
audit and significant audit findings, including any significant deficiencies in internal control that we identify during
our audit.

We also provide the Audit Committee with a statement that we have complied with relevant ethical requirements
regarding independence and to communicate with them all relationships and other matters that may reasonably
be thought to bear on our independence, and where applicable, actions taken to eliminate threats or safeguards
applied.
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AUDITOR’S RESPONSIBILITIES FOR THE AUDIT OF THE CONSOLIDATED FINANCIAL
STATEMENTS (Continued)

From the matters communicated with the Audit Committee, we determine those matters that were of most
significance in the audit of the consolidated financial statements of the current period and are therefore the
key audit matters. We describe these matters in our auditor’s report unless law or regulation precludes public
disclosure about the matter or when, in extremely rare circumstances, we determine that a matter should not be
communicated in our report because the adverse consequences of doing so would reasonably be expected to
outweigh the public interest benefits of such communication.

The engagement partner on the audit resulting in this independent auditor’s report is Lai Chee Kong.

Emnst & Young
Certified Public Accountants

Hong Kong
30 November 2022
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CONSOLIDATED STATEMENT OF PROFIT OR LOSS AND
OTHER COMPREHENSIVE INCOME

Notes

REVENUE )
Cost of sales
Gross profit
Other income and gains 5
Selling expenses
Administrative expenses
Fees for conversion of an independent college into a full private

university 7
Other expenses
Finance costs 6
Fair value gains on convertible bonds 5
Share of profit/(losses) of:

An associate 20

Joint ventures 19
PROFIT BEFORE TAX 7
Income tax expense 10

PROFIT FOR THE YEAR

OTHER COMPREHENSIVE LOSS

Other comprehensive loss that may be reclassified to
profit or loss in subsequent periods:

Exchange differences on translation of foreign operations

Total comprehensive income for the year

HOPE EDUCATION GROUP CO., LTD.

For the year ended 31 August 2022

2022 2021
RMB’000 RMB’000
3,042,694 2,324,272
(1,647,554) (1,148,304)
1,395,140 1,175,968

281,642 666,527
(216,889) (147,205)
(440,428) (332,749)

- (412,300)
(144,218) (102,079)
(298,433) (298,417)
37 375,954
(18,927) (11,163)
31,523 (242,070)

589,447 672,466
(143,538) (67,346)

445,909 605,120

(14,390) (45,216)

431,519 559,904

continued/- -
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CONSOLIDATED STATEMENT OF PROFIT OR LOSS AND
OTHER COMPREHENSIVE INCOME

For the year ended 31 August 2022

2022 2021
Notes RMB’000 RMB’000
Profit/(loss) attributable to:
Owners of the Company 444,641 605,505
Non-controlling interests 1,268 (385)
445,909 605,120
Total comprehensive income attributable to:
Owners of the Company 430,091 559,611
Non-controlling interests 1,428 293
431,519 559,904
Earnings per share attributable to ordinary equity
holders of the Company: 12
Basic RMB5.55 cents RMB7.96 cents
Diluted RMB5.53 cents RMB2.86 cents
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CONSOLIDATED STATEMENT OF FINANCIAL POSITION

NON-CURRENT ASSETS
Property, plant and equipment
Right-of-use assets

Interests in land held for property development

Investment property

Goodwill

Other intangible assets

Investments in joint ventures

Investment in an associate

Prepayments, deposits and other receivables
Pledged and restricted deposits

Deferred tax assets

Contract cost assets

Total non-current assets

CURRENT ASSETS

Trade receivables

Prepayments, deposits and other receivables
Amounts due from related parties

Contract cost assets

Pledged and restricted deposits

Cash and cash equivalents

Total current assets

CURRENT LIABILITIES

Contract liabilities

Trade payables

Other payables and accruals

Lease liabilities

Deferred income

Derivative financial instruments
Interest-bearing bank and other borrowings
Amounts due to related parties

Tax payable

Total current liabilities

NET CURRENT LIABILITIES

TOTAL ASSETS LESS CURRENT LIABILITIES

HOPE EDUCATION GROUP CO., LTD.

Notes

13
14(a)
15
16
18
17
19
20
22
23
29

21
22
35(c)

23
23

24
25
14(b)
26

27
35(c)

21

31 August 2022

2022 2021
RMB’000 RMB’000
(Restated)

(Note 18)

10,582,035 8,425,972
1,956,751 1,405,412
575,317 142,592
36,536 36,817
2,031,266 1,296,672
1,256,070 797,111
529,823 500,830

- 381,337

374,112 859,390
36,193 296,083
27,271 31,382
7,529 1,007
17,412,903 14,174,605
127,124 126,106
1,215,857 1,016,078
551,647 56,629
8,217 2,515
272,057 161,034
2,725,264 4,357,287
4,900,166 5,719,649
1,678,466 1,485,362
58,579 57,709
3,060,806 2,814,398
27,197 30,927
75,393 44,960

- 2,817
2,560,744 2,140,396
543,779 199,135
172,647 128,884
8,177,611 6,904,588
(3,277,445) (1,184,939)
14,135,458 12,989,666

continued/---

2022 ANNUAL REPORT 131



CONSOLIDATED STATEMENT OF FINANCIAL POSITION
31 August 2022

2022 2021
Notes RMB’000 RMB’000
(Restated)
(Note 18)
NON-CURRENT LIABILITIES
Other payables 25 885,131 619,452
Deferred income 26 1,534,814 1,444,189
Convertible bonds 28 1,871,914 1,892,889
Interest-bearing bank and other borrowings 27 1,562,915 970,106
Lease liabilities 14(b) 116,306 140,468
Deferred tax liabilities 29 114,604 114,173
Contract liabilities 5 1,949 1,562
Total non-current liabilities 6,087,633 5,182,839
NET ASSETS 8,047,825 7,806,827
EQUITY
Equity attributable to owners of the Company
Issued capital 30 545 542
Reserves 32 8,052,437 7,813,761
8,052,982 7,814,303
Non-controlling interests (5,157) (7,476)
Total equity 8,047,825 7,806,827

He Shengli Li Tao
Director Director
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CONSOLIDATED STATEMENT OF CHANGES IN EQUITY
For the year ended 31 August 2022

Attributable to owners of the Company

Statutory Share Exchange Non-
Issued Share Capital surplus option  Retained  fluctuation controlling Total
capital  premium*  reserve*  reserve*  reserve* profits*  reserve® Total interests equity
RMB'000  RMB'000  RMB'000  RMB'000  RMB'000  RMB'000  RMB'000  RMB'000  RMB'000  RMB'000
(note 30) (note32)  (noted2)  (note 31)
At 1 September 2020 493 3622354 598468 365266 118469 978171 - 5683221 319% 5686417
Profit for the year - - - - - 605505 - 605505 (385) 605,120

Qther comprehensive income for the year:
Exchange differences on translation of

foreign operations - - - - - - (45,894)  (45,8%4) 678 (45,216)
Total comprehensive income for the year - - - - - 605,505 (45,894) 559,611 293 559,904
Acquisition of subsidiaries with

non-controlling interests - - - - - - - - (10,788 (10,788)
Placing of new shares 44 1,586,331 - - - - - 1586375 - 1586375
Share issue expenses - (13,607) - - - - - (13,607) - (13,607)
Issue of shares upon the exercise

of share options

- 2018 Pre-IPO Share Option Scheme 5 89,810 - - (25,178) - - 64,637 - 64,637
Transfer from retained profits - - - 130,597 - (130,597) - - - -
Liquidation of a subsidiary with

non-controlling interest = = = = = = = = (177) (177)
Final 2020 dividend declared - (65,934) - - - - - (65,934) - (65,934)
At 31 August 2021 and 1 September 2021 542 5218954 598468 495,863 93,291 1,453,079 (45,894) 7,814,303 (476) 7,806,827
Profit for the year - - - - - 44464 - 4446l 1268 445909
Qther comprehensive income for the year:

Exchange differences on translation

of foreign operations - - - - - - (14,550 (14,550) 160 (14,390)
Total comprehensive income for the year = = = = - 446 (14,550) 430,091 1428 431519
Capital contribution by non-controling

shareholders - - - - - - - - 891 891
Equity-settled share option

- 2022 Share Option Scheme - - - - 26,890 - - 26,890 - 26,890
Issue of shares upon the exercise

of share options

- 2018 Pre-IPO Share Option Scheme 3 57,017 - - (16,391) - - 40,629 - 40,629
Transfer from retained profits - - - 86,842 - (86,842) - - - -
Final 2021 dividend declared - (258931) - - - - - (258931) - (258931)
At 31 August 2022 545 5017,00 598468 582,705 103,790 1810878 (60,444) 8,052,982 (5,157) 8,047,825

*

These reserve accounts comprise the consolidated reserves of RMB8,052,437,000 in the consolidated statement of
financial position as at 31 August 2022 (2021: RMB7,813,761,000).
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CONSOLIDATED STATEMENT OF CASH FLOWS
For the year ended 31 August 2022

Notes
CASH FLOWS FROM OPERATING ACTIVITIES
Profit before tax
Adjustments for:
Depreciation of items of property, plant and equipment 13
Depreciation of right-of-use assets 14
Depreciation of land held for property development 7
Amortisation of contract cost assets
Amortisation of other intangible assets 17
Deferred income released to profit or loss 26
Interest income 5
Finance costs
Losses on disposal of items of property, plant and equipment, net 5,7
Gain on bargain purchase 33
Gain on disposal of a subsidiary
Losses on disposal of items of intangible assets 7
Equity-settled share option expense
Share of (profits)/losses of joint ventures
Share of loss of an associate
Fair value (gains)/losses, net:
Financial assets through profit or loss 5

Derivative instruments
— transactions not qualifying as hedges

Convertible bonds 28
Derecognition of cooperation arrangements assets due to

conversion of independent colleges into private universities
Gain on debt concession 5
Reversal of impairment losses 5
Fair value gain on a previously held equity interest

at the date of business combination
Impairment loss of non-current assets
Gains on lease modification
Covid-19-related rent concession from a lessor
Foreign exchange losses/(gains), net

134 HOPE EDUCATION GROUP CO., LTD. e 2022 ANNUAL REPORT

2022 2021
RMB’000 RMB’000
589,447 672,466
376,010 255,842
74,034 66,519
7,672 2,430
9,779 4,937
31,283 17,043

(40,368) (18,299)

(65,675) (97,875)
298,433 298,417
462 4,507
(3,197) -
(41,963) -
- 1,969
26,890 -
(31,523) 242,070
18,927 11,163

- (2,675)
(2,817) 2,817

(37) (875,954)

- 77,183

- (2,000)

- (179,901)

- (212,199)

- 4,063

(154) (214)

- (1,927)

121,030 (18,931)
1,368,233 751,451
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CONSOLIDATED STATEMENT OF CASH FLOWS
For the year ended 31 August 2022

Decrease/(increase) in prepayments, deposits and other receivables

Decrease/(increase) in trade receivables

Increase in contract cost assets

Decrease in amounts due from related parties

Increase in contract liabilities

Increase in trade payables

Increase in amounts due to related parties

Increase in other payables and accruals

Receipt of government grants related to expense items

Cash generated from operations
Bank interest received
Income tax paid

Net cash flows from operating activities

HOPE EDUCATION GROUP CO., LTD.

2022 2021
RMB’000 RMB’000
22,447 (151,464)
308 (57,814)
(21,886) (2,277)
53,665 21,122
20,665 864,847
1,600 9,926
8,390 1,550
46,734 500,308
14,284 10,965
1,514,440 1,948,614
14,150 19,737
(119,096) (57,442)
1,409,494 1,910,909
continued/- -
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CONSOLIDATED STATEMENT OF CASH FLOWS

For the year ended 31 August 2022

CASH FLOWS FROM INVESTING ACTIVITIES
Purchases of items of property, plant and equipment

Prepaid land lease payments
Repayment of prepaid land lease payment
Additions to other intangible assets

Equity investments:

Acquisition of subsidiaries
Loans to acquirees before the acquisition

Payments for acquisitions of subsidiaries in prior years

Prepayments for acquisitions of equity interests

Capital injection to a joint venture

Acquisition of a subsidiary that is not a business

Investment in an associate

Disposal of a subsidiary

Decrease/(increase) in amounts due from related parties:

Receipts of disposal of subsidiaries
Loans provided to a joint venture
Loans repaid by joint ventures
Loans provided to a related party

Interest income received from a joint venture

Loans to an independent third party
Loans repaid by third parties

Interest income received from an independent third party

Receipt of government grants for property, plant and equipment

Decrease in time deposits with original maturity of over three months

Decrease in financial assets at fair value through profit or loss, net

Proceeds from disposal of financial assets at fair value

through profit or loss

Proceeds from disposal of items of property, plant and equipment

Proceeds from disposal of items of intangible assets

Decrease in pledged and restricted deposits

Net cash flows used in investing activities
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2022 2021
Notes RMB’000 RMB’000
(1,739,432) (1,366,342)
(625,086) (471,900)
43,396 —
(14,016) (15,126)
33 (147,428) (997,116)
(40,000) (114,000)
(106,729) -
(50,511) (412,955)
- (150,000)
- (499,997)
- (892,500)

20 (39,422) -
1,000 =
(79,751) (23,000)
88,445 181,000
(181,587) -
765 22,586
(45,000) —
3,001 191,000

564 150
58,331 280,882
12,000 -

- 5,000

- 2,675

716 2,515

- 1,702

8,228 45,518
(2,852,516) (8,709,908)
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CONSOLIDATED STATEMENT OF CASH FLOWS
For the year ended 31 August 2022

CASH FLOWS FROM FINANCING ACTIVITIES
Proceeds from bank and other borrowings
Repayment of bank and other borrowings

Interest paid

Payment for acquisition of a non-controlling interest in the prior year
Dividends paid

Dividends paid to a former shareholder of subsidiaries
Principal portion of lease payments

Interest portion of lease liabilities

Proceeds from placing of new shares

Share issue expenses

Issue expenses of convertible bonds

Proceeds from issue of convertible bonds

Proceeds from issue of shares from exercise of share options
Syndicated loan arrangement fees paid

Loans from a related party

Repayment of loans from a related party

Security deposits paid for other borrowings
Repurchase of convertible bonds

Capital contribution by non-controlling shareholders
Repayment of other loans recorded in other payables

Net cash flows from/(used in) financing activities

NET INCREASE/(DECREASE) IN CASH AND CASH EQUIVALENTS
Cash and cash equivalents at beginning of year
Effect of foreign exchange rate changes, net

CASH AND CASH EQUIVALENTS AT END OF YEAR

ANALYSIS OF BALANCES OF CASH AND CASH EQUIVALENTS:
Cash and cash equivalents as stated in the

consolidated statement of financial position
Less: Non-pledged time deposits with original maturity

of over three months

Cash and cash equivalents as stated in the
consolidated statement of cash flows

HOPE EDUCATION GROUP CO., LTD.

Notes

23

23

2022 2021
RMB’000 RMB’000
2,784,640 1,836,485

(2,372,666) (2,200,269)
(194,554) (239,763)
- (8,000)
(258,931) (65,934)
(8,441) -
(18,451) (25,967)
(9,508) (11,317)

- 1,586,375

- (13,607)

- (28,770)

- 2,259,775

40,629 64,637

- (31,248)

463,093 390,307
(389,982) (216,245)
(21,150) -
(140,698) -
891 -
(43,922) (8,371)
(169,050) 3,288,088
(1,612,072) 1,489,089
4,345,287 2,894,437
(7,951) (38,239)
2,725,264 4,345,287
2,725,264 4,357,287
- (12,000)
2,725,264 4,345,287
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CORPORATE AND GROUP INFORMATION

Hope Education Group Co., Ltd. (the “Company”) was incorporated in the Cayman Islands on 13 March
2017 as an exempted company with limited liability under the laws of the Cayman Islands. The registered
office address of the Company is P.O. Box 309, Ugland House, Grand Cayman, KY1-1104, Cayman Islands.
The Company’s principal place of business in Hong Kong is located at 40/F, Dah Sing Financial Centre, 248
Queen’s Road East, Wanchai, Hong Kong.

The Company is an investment holding company. During the year ended 31 August 2022, the Company and
its subsidiaries (collectively referred to as the “Group”) were principally engaged in the provision of higher
education and secondary vocational education services in the People’s Republic of China (the “PRC”) and
Malaysia. There were no significant changes in the nature of the Group’s principal activities during the year.

In the opinion of the directors of the Company (the “Directors”), the parent and the ultimate holding company

of the Company is Hope Education Investment Limited (“Hope Education Investment”), which is incorporated
in the British Virgin Islands.
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NOTES TO FINANCIAL STATEMENTS

CORPORATE AND GROUP INFORMATION (Continued)

Information about subsidiaries

31 August 2022

Particulars of the Company’s principal subsidiaries which are wholly-owned by the Company are as follows:

Entity/school name

Directly owned by the Company:

Hope Education Group (Hong Kong) Co., Ltd.
(“Hope Education HK”)
FEYEEE (FE)BRAA

Indiirectly owned by the Company:

Horgos Tequ Mayflower Information Technology
Co., Ltd. (“WFOE”)
ERRIMFER ATLERNEARDRN

Sichuan Hope Education Industry Group Limited
(“Hope Education”)
W) AEHEEEEBAR AR

Meishan Tequ Mayflower Information Technology

Co., Ltd. (“Meishan Mayflower”)
BILREDAEESRRARARD

Southwest Jiaotong University Hope College
B EARR 2B

College of Guizhou Qiannan Economics

BN R R

HOPE EDUCATION GROUP CO., LTD. e

Date and place
of incorporation/ Issued ordinary/
establishment and registered

place of operations share capital

10 March 2017 HK$1
The PRC/Hong Kong

19 January 2018 RMB50 million
The PRC/Mainland China

12 January 2005 RMB52.5 million
The PRC/Mainland China

7 December 2020 US$10 million
The PRC/Mainland China

16 July 2009 RMB300 million
The PRC/Mainland China

18 January 2004 RMB50 million
The PRC/Mainland China

Principal activities

Investment holding

Provision of technical
management and
consultancy services

Investment holding

Investment
Holding
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CORPORATE AND GROUP INFORMATION (Continued)

Information about subsidiaries (Continued)

Entity/school name

Indirectly owned by the Company: (Continueq)

Jinci College of Shanxi Medical University

LARBRASE RSO

Sichuan Vocational College of Culture &
Communication

llpgldetet-e 3=l

Sichuan Tianyi College
R0 R —20

Guizhou Vocational Institute of Technology
EN R R 2 250

Sichuan Hope Automotive Technician School
O)II% 2 B AR

Sichuan Hope Automotive Vocational College
) ||% 2R R

Sichuan TOP Education Co., Ltd. (“Top Education”)
| FEERE BB ERAT®

Sichuan TOP IT Vocational Institute
M) EE BB ESRO

Suzhou Top Institute of Information Technology
(“Suzhou Top Institute”)
ML RBERM R0

Kunshan Gongmao Technical School and Business
School (“Kunshan Technical School”)
BILTERTERO

HOPE EDUCATION GROUP CO., LTD. e

Date and place

of incorporation/
establishment and
place of operations

17 June 2002
The PRC/Mainland China

22 September 2005

The PRC/Mainland China

14 March 1994

The PRC/Mainland China

12 June 2016
The PRC/Mainland China

4 November 2016
The PRC/Mainland China

24 June 2013
The PRC/Mainland China

28 June 2000
The PRC/Mainland China

22 April 2000
The PRC/Mainland China

2 July 2003

The PRC/Mainland China

1 September 2018
The PRC/Mainland China

2022 ANNUAL REPORT

Issued ordinary/
registered
share capital

RMB180 million

RMB20 million

RMB23.3 million

RMB20 million

RMB20 million

RMB20 million

RMB150 million

RMBS5 million

RMBS5 million

RMBS5 million

Principal activities

Provision of technician

education services

(@

Investment holding



NOTES TO FINANCIAL STATEMENTS
31 August 2022

CORPORATE AND GROUP INFORMATION (Continued)

Information about subsidiaries (Continued)

Entity/school name

Indiirectly owned by the Company: (Continued)

Hebi Automotive Engineering Professional College
(“Hebi Automotive”)

BE S TRBE R

Yinchuan University of Energy

$)I|s SR

Vocational-technical Training Center of Yinchuan
University (“Yinchuan Training Center”)

EdllpN=te 2 2552l

Yinchuan Vocational School of Science and
Technology (“Yinchuan Vocational School”)

RN BERE R0

Ningxia Modern Senior Technical School
(“Technical School”)
EERRSRARIZERO

Guizhou Qiannan College of Science and
Technology (“College of Science and
Technology”)

BMBERRERO

Nanchang Vocational Institute of Film and
Television Communication
(“Nanchang Vocational Institute”)

BIEEZEi i 3

Jiangxi Fanmei Art Secondary Professional School
Tz EEMHEHEBRO

HOPE EDUCATION GROUP CO.,

Date and place

of incorporation/
establishment and
place of operations

8 September 2011
The PRC/Mainland China

24 August 2001

The PRC/Mainland China

24 August 2001

The PRC/Mainland China

26 October 2017
The PRC/Mainland China

15 December 2016
The PRC/Mainland China

10 June 2015
The PRC/Mainland China

17 August 2014
The PRC/Mainland China

18 February 2011
The PRC/Mainland China

Issued ordinary/
registered
share capital

Principal activities

RMB45 million  (a)

RMB191.3 million  (a)

RMBO0.1  Provision of training
million services
Nl (b)
RMB2 million  Provision of technician

training services

RMB200 million  (a)

RMB60 million ~ (a)

RMB5 million  (b)

LTD. e 2022 ANNUAL REPORT
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CORPORATE AND GROUP INFORMATION (Continued)

Information about subsidiaries (Continued)

Entity/school name

Indirectly owned by the Company: (Continueq)

Jinken College of Technology (“Jinken College”)
TARREIMEED

Pioneer College, Inner Mongolia University
(“Pioneer College”)

R TEL LT

Xi’an Siyuan University (“Shaanxi University”)
AR BIREkRO

Hope International (Malaysia) Sdn. Bhd™ v

INTI Education Holdings Sdn Bhd®

INTI International Education Sdn Bhd

(“INTI International University”)")

INTI Instruments (M) Sdn Bhd
(“INTI International College Subang”)

INTI International College Penang Sdn Bhd
(INTI International College Penang)"

Global Advance Learning (Thailand) Company
Limited. vi)

Faith Star (Thailand) Company Limited®?

Shinawatra University®

HOPE EDUCATION GROUP CO., LTD. e

Date and place

of incorporation/
establishment and
place of operations

18 July 2000

The PRC/Mainland China

2 June 2008

The PRC/Mainland China

13 May 2003

The PRC/Mainland China

9 March 2020
Malaysia

12 November 2007
Malaysia

28 December 1994
Malaysia

13 February 1995
Malaysia

6 March 2000
Malaysia

17 March 2021
Thailand

5 March 2000
Thailand

27 December 1999
Thailand

2022 ANNUAL REPORT

Issued ordinary/
registered
share capital

RMB26 million

RMB335.7 million

RMB190.8 million

RM20,000

RM252 million

RM20 million

RM20 million

RM6 million

THB100

Thousand

THB2,500
million

THB2,500
million

Principal activities

Investment holding

Investment holding

Investment holding

Investment holding



NOTES TO FINANCIAL STATEMENTS
31 August 2022

CORPORATE AND GROUP INFORMATION (Continuead)

Information about subsidiaries (Continued)

Notes:

(ii)

(i)

(iv)

(vi)

(vii)

Provision of higher education services

Provision of secondary vocational services

WFOE and Meishan Mayflower are registered as wholly-foreign-owned enterprises under PRC law.

These entities and sponsoring schools are controlled through contractual arrangements (“Structured Contracts”) and
they are collectively referred to as “Consolidated Affiliated Entities”.

These subsidiaries are registered as domestic enterprises with limited liability under PRC law.

Hope International (Malaysia) Sdn. Bhd was indirectly wholly-owned by the Company, of which 49.5% equity
interests were held on trust by an independent third party for the Group as the beneficiary.

These subsidiaries are registered in Malaysia with limited liability.

Global Advance Learning (Thailand) Company Limited was indirectly wholly-owned by the Company, of which 26%
effective equity interests were held on trust by independent third parties for the Group as the beneficiaries.

These subsidiaries are registered in Thailand with limited liability.

The English names of certain companies or schools established in the PRC represent the best effort made by

the management of the Company to directly translate the Chinese names as they do not register any official

English names.

The above table lists the subsidiaries of the Company which, in the opinion of the directors, principally

affected the results for the period or formed a substantial portion of the net assets of the Group. To give

details of other subsidiaries would, in the opinion of the directors, result in particulars of excessive length.
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2.1

144

BASIS OF PREPARATION

These financial statements have been prepared in accordance with International Financial Reporting
Standards (“IFRSs”) which comprise all standards and interpretations approved by the International
Accounting Standards Board (the “IASB”), and International Accounting Standards (“IASs”) and Standing
Interpretations Committee interpretations approved by the International Accounting Standards Committee
that remain in effect, and the disclosure requirements of the Hong Kong Companies Ordinance. They have
been prepared under the historical cost convention, except for derivative financial instruments and convertible
bonds which have been measured at fair value. These financial statements are presented in Renminbi (“RMB”)
and all values are rounded to the nearest thousand except when otherwise indicated.

Basis of consolidation

The consolidated financial statements include the financial statements of the Company and its subsidiaries for
the year ended 31 August 2022. A subsidiary is an entity (including a structured entity), directly or indirectly,
controlled by the Company. Control is achieved when the Group is exposed, or has rights, to variable returns
from its involvement with the investee and has the ability to affect those returns through its power over the
investee (i.e., existing rights that give the Group the current ability to direct the relevant activities of the
investee).

When the Company has, directly or indirectly, less than a majority of the voting or similar rights of an investee,
the Group considers all relevant facts and circumstances in assessing whether it has power over an investee,
including:

(@ the contractual arrangement with the other vote holders of the investee;

(b) rights arising from other contractual arrangements; and

(c) the Group’s voting rights and potential voting rights.

The financial statements of the subsidiaries are prepared for the same reporting period as the Company, using
consistent accounting policies except where adjustments are made to certain subsidiaries established in the
PRC and Thailand to adjust the annual reporting year end to ensure the conformity with the Group’s reporting
period. The results of subsidiaries are consolidated from the date on which the Group obtains control, and
continue to be consolidated until the date that such control ceases.

Profit or loss and each component of other comprehensive income are attributed to the owners of the parent
of the Group and to the non-controlling interests, even if this results in the non-controlling interests having
a deficit balance. All intra-group assets and liabilities, equity, income, expenses and cash flows relating to
transactions between members of the Group are eliminated in full on consolidation.
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NOTES TO FINANCIAL STATEMENTS
31 August 2022

BASIS OF PREPARATION (Continued)

Basis of consolidation (Continued)

The Group reassesses whether or not it controls an investee if facts and circumstances indicate that there are
changes to one or more of the three elements of control described above. A change in the ownership interest
of a subsidiary, without a loss of control, is accounted for as an equity transaction.

If the Group loses control over a subsidiary, it derecognises (i) the assets (including goodwill) and liabilities
of the subsidiary, (ii) the carrying amount of any non-controlling interest and (jiii) the cumulative translation
differences recorded in equity; and recognises (i) the fair value of the consideration received, (ii) the fair value
of any investment retained and (jii) any resulting surplus or deficit in profit or loss. The Group’s share of
components previously recognised in other comprehensive income is reclassified to profit or loss or retained
profits, as appropriate, on the same basis as would be required if the Group had directly disposed of the
related assets or liabilities.

Going concern

As at 31 August 2022, the Group recorded net current liabilities of approximately RMB3,277,445,000.
Included therein, the Group recorded the current portion of contract liabilities and deferred income of
RMB1,678,466,000 and RMB75,393,000, respectively.

In view of the net current liability position, the Directors have given careful consideration to the future liquidity
and performance of the Group and its available sources of finance in assessing whether the Group will have
sufficient financial resources to continue as a going concern.

Having considered the cash inflow from operations, the Directors are satisfied that the Group is able to meet
in full its financial obligations as they fall due for the foreseeable future. To mitigate any liquidity issues that
might be faced by the Group, the Group has obtained adequate banking facilities from reputable financial
institutions to meet its obligations as and when they fall due.

Accordingly, the directors are of the opinion that it is appropriate to prepare the financial statements on a
going concern basis.
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2.2

146

CHANGES IN ACCOUNTING POLICIES AND DISCLOSURES

The Group has adopted the Amendments to IFRS 9, IAS39, IFRS7, IFRS4, IFRS16 Interest Rate Benchmark
Reform — Phase 2 for the first time for the year’s financial statements.

Amendments to IFRS 9, IAS 39, IFRS 7, IFRS 4 and IFRS 16 address issues not dealt with in the previous
amendments which affect financial reporting when an existing interest rate benchmark is replaced with an
alternative risk-free rate (“RFR”). The amendments provide a practical expedient to allow the effective interest
rate to be updated without adjusting the carrying amount of financial assets and liabilities when accounting
for changes in the basis for determining the contractual cash flows of financial assets and liabilities, if the
change is a direct consequence of the interest rate benchmark reform and the new basis for determining the
contractual cash flows is economically equivalent to the previous basis immediately preceding the change.
In addition, the amendments permit changes required by the interest rate benchmark reform to be made to
hedge designations and hedge documentation without the hedging relationship being discontinued. Any gains
or losses that could arise on transition are dealt with through the normal requirements of IFRS 9 to measure
and recognise hedge ineffectiveness. The amendments also provide a temporary relief to entities from having
to meet the separately identifiable requirement when an RFR is designated as a risk component. The relief
allows an entity, upon designation of the hedge, to assume that the separately identifiable requirement is met,
provided the entity reasonably expects the RFR risk component to become separately identifiable within the
next 24 months. Furthermore, the amendments require an entity to disclose additional information to enable
users of financial statements to understand the effect of interest rate benchmark reform on an entity’s financial
instruments and risk management strategy. The amendments are effective for annual periods beginning
on or after 1 January 2021 and shall be applied retrospectively, but entities are not required to restate the
comparative information.

The adoption of the above amendments has had no significant financial effect on the preparation of the
Group’s financial statements.
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ISSUED BUT NOT YET EFFECTIVE IFRSS

NOTES TO FINANCIAL STATEMENTS
31 August 2022

The Group has not applied the following new and revised IFRSs, that have been issued but are not yet

effective, in these financial statements.

Amendments to IFRS 3

Amendments to IFRS 10 and IAS 28

IFRS 17
Amendments to IFRS 17
Amendments to IAS 1
Amendments to IAS 1
Amendments to IAS 1 and
IFRS Practice Statement 2
Amendments to IAS 8
Amendments to IAS 12

Amendments to IAS 16
Amendments to IAS 37

Amendments to IFRS 16
Annual Improvements to

IFRS Standards 2018-2020

Reference to the Conceptual Framework’

Sale or Contribution of Assets between an Investor and
its Associate or Joint Venture*

Insurance Contracts?®

Insurance Contract?®

Classification of Liabilities as Current or Non-current?

Non-current Liabilities with Covenants?®

Disclosure of Accounting Policies?

Definition of Accounting Estimates?

Deferred Tax related to Assets and Liabilities arising
from a Single Transaction?

Property, Plant and Equipment: Proceeds before
Intended Use’

Onerous Contracts — Cost of Fulfilling a Contract’

Lease Liability in a Sale and Leaseback®

Amendments to IFRS 1, IFRS 9 lllustrative Examples
accompanying IFRS 16 and IAS 411

L Effective for annual periods beginning on or after 1 January 2022

2 Effective for annual periods beginning on or after 1 January 2023

8 Effective for annual periods beginning on or after 1 January 2024

& No mandatory effective date yet determined but available for adoption

2 As a consequence of the amendments to IFRS 17 issued in June 2020, IFRS 4 was amended to extend the temporary

exemption that permits insurers to apply IAS 39 rather than IFRS 9 for annual periods beginning before 1 January

2023

The Group is in the process of making an assessment of the impact of these new and revised IFRSs upon

initial application. So far, the Group considers that these new and revised IFRSs may result in changes in

accounting policies and are unlikely to have a significant impact on the Group’s results of operations and

financial position.
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148

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Investments in an associate and joint ventures

An associate is an entity in which the Group is in a position to exercise significant influence. Significant
influence is the power to participate in the financial and operating policy decisions of the investee, but is not
control or joint control over those policies.

A joint venture is a type of joint arrangement whereby the parties that have joint control of the arrangement
have rights to the net assets of the joint venture. Joint control is the contractually agreed sharing of control of
an arrangement, which exists only when decisions about the relevant activities require the unanimous consent
of the parties sharing control.

The Group’s investments in an associate and joint ventures are stated in the consolidated statement of
financial position at the Group’s share of net assets under the equity method of accounting, less any

impairment losses.

The Group’s share of the post-acquisition results and other comprehensive income of an associate and joint
ventures is included in profit or loss and other comprehensive income, respectively. In addition, when there
has been a change recognised directly in the equity of the associate or joint venture, the Group recognises its
share of any changes, when applicable, in the consolidated statement of changes in equity. Unrealised gains
and losses resulting from transactions between the Group and its associate or joint ventures are eliminated to
the extent of the Group’s investment in the associate or joint ventures, except where unrealised losses provide
evidence of an impairment of the assets transferred. Goodwill arising from the acquisition of the associate or
joint ventures is included as part of the Group’s investments in an associate or joint ventures.

Business combinations and goodwiill

Business combinations are accounted for using the acquisition method. The consideration transferred is
measured at the acquisition date fair value which is the sum of the acquisition date fair values of assets
transferred by the Group, liabilities assumed by the Group to the former owners of the acquiree and the equity
interests issued by the Group in exchange for control of the acquiree. For each business combination, the
Group elects whether to measure the non-controlling interests in the acquiree that are present ownership
interests and entitle their holders to a proportionate share of net assets in the event of liquidation at fair value
or at the proportionate share of the acquiree’s identifiable net assets. All other components of non-controlling
interests are measured at fair value. Acquisition-related costs are expensed as incurred.

The Group determines that it has acquired a business when the acquired set of activities and assets includes
an input and a substantive process that together significantly contribute to the ability to create outputs.

When the Group acquires a business, it assesses the financial assets and liabilities assumed for appropriate
classification and designation in accordance with the contractual terms, economic circumstances and
pertinent conditions as at the acquisition date. This includes the separation of embedded derivatives in host
contracts of the acquiree.
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2.4 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

Business combinations and goodwill (Continueq)

If the business combination is achieved in stages, the previously held equity interest is remeasured at its
acquisition date fair value and any resulting gain or loss is recognised in profit or loss.

Any contingent consideration to be transferred by the acquirer is recognised at fair value at the acquisition
date. Contingent consideration classified as an asset or liability is measured at fair value with changes in fair
value recognised in profit or loss. Contingent consideration that is classified as equity is not remeasured and
subsequent settlement is accounted for within equity.

Goodwill is initially measured at cost, being the excess of the aggregate of the consideration transferred,
the amount recognised for non-controlling interests and any fair value of the Group’s previously held equity
interests in the acquiree over the identifiable net assets acquired and liabilities assumed. If the sum of this
consideration and other items is lower than the fair value of the net assets acquired, the difference is, after
reassessment, recognised in profit or loss as a gain on bargain purchase.

After initial recognition, goodwill is measured at cost less any accumulated impairment losses. Goodwill is
tested for impairment annually or more frequently if events or changes in circumstances indicate that the
carrying value may be impaired. The Group performs its annual impairment test of goodwill as at 31 August.
For the purpose of impairment testing, goodwill acquired in a business combination is, from the acquisition
date, allocated to each of the Group’s cash-generating units, or groups of cash-generating units, that are
expected to benefit from the synergies of the combination, irrespective of whether other assets or liabilities of
the Group are assigned to those units or groups of units.

Impairment is determined by assessing the recoverable amount of the cash-generating unit (group of cash-
generating units) to which the goodwill relates. Where the recoverable amount of the cash-generating unit
(group of cash-generating units) is less than the carrying amount, an impairment loss is recognised. An
impairment loss recognised for goodwill is not reversed in a subsequent period.

Where goodwill has been allocated to a cash-generating unit (or group of cash-generating units) and part
of the operation within that unit is disposed of, the goodwill associated with the operation disposed of is
included in the carrying amount of the operation when determining the gain or loss on the disposal. Goodwiill
disposed of in these circumstances is measured based on the relative value of the operation disposed of and
the portion of the cash-generating unit retained.

When the acquisition of subsidiaries does not represent a business, it is accounted for as an acquisition of

a group of assets and liabilities. The cost of the acquisition is allocated to the assets and liabilities acquired
based upon their relative fair values and no goodwill or deferred tax is recognised.
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

Fair value measurement

The Group measures its financial assets at fair value through profit or loss, derivative financial instruments
and convertible bonds at fair value at the end of each reporting period. Fair value is the price that would be
received to sell an asset or paid to transfer a liability in an orderly transaction between market participants
at the measurement date. The fair value measurement is based on the presumption that the transaction to
sell the asset or transfer the liability takes place either in the principal market for the asset or liability, or in
the absence of a principal market, in the most advantageous market for the asset or liability. The principal
or the most advantageous market must be accessible by the Group. The fair value of an asset or a liability
is measured using the assumptions that market participants would use when pricing the asset or liability,
assuming that market participants act in their economic best interest.

A fair value measurement of a non-financial asset takes into account a market participant’s ability to generate
economic benefits by using the asset in its highest and best use or by selling it to another market participant
that would use the asset in its highest and best use.

The Group uses valuation techniques that are appropriate in the circumstances and for which sufficient data
are available to measure fair value, maximising the use of relevant observable inputs and minimising the use
of unobservable inputs.

All assets and liabilities for which fair value is measured or disclosed in the financial statements are
categorised within the fair value hierarchy, described as follows, based on the lowest level input that is
significant to the fair value measurement as a whole:

Level 1 - based on quoted prices (unadjusted) in active markets for identical assets or liabilities

Level 2 - based on valuation techniques for which the lowest level input that is significant to the fair
value measurement is observable, either directly or indirectly

Level 3 — based on valuation techniques for which the lowest level input that is significant to the fair
value measurement is unobservable

For assets and liabilities that are recognised in the financial statements on a recurring basis, the Group
determines whether transfers have occurred between levels in the hierarchy by reassessing categorisation
(based on the lowest level input that is significant to the fair value measurement as a whole) at the end of each
reporting period.
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2.4 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

Impairment of non-financial assets

Where an indication of impairment exists, or when annual impairment testing for an asset is required (other
than deferred tax assets and financial assets), the asset’s recoverable amount is estimated. An asset’s
recoverable amount is the higher of the asset’s or cash-generating unit’s value in use and its fair value less
costs of disposal, and is determined for an individual asset, unless the asset does not generate cash inflows
that are largely independent of those from other assets or groups of assets, in which case the recoverable
amount is determined for the cash-generating unit to which the asset belongs. In testing a cash-generating
unit for impairment, a portion of the carrying amount of a corporate asset (e.g., a headquarters building) is
allocated to an individual cash-generating unit if it can be allocated on a reasonable and consistent basis or,
otherwise, to the smallest group of cash-generating units.

An impairment loss is recognised only if the carrying amount of an asset exceeds its recoverable amount.
In assessing value in use, the estimated future cash flows are discounted to their present value using a pre-
tax discount rate that reflects current market assessments of the time value of money and the risks specific
to the asset. An impairment loss is charged to profit or loss in the period in which it arises in those expense
categories consistent with the function of the impaired asset.
An assessment is made at the end of the year as to whether there is an indication that previously recognised
impairment losses may no longer exist or may have decreased. If such an indication exists, the recoverable
amount is estimated. A previously recognised impairment loss of an asset other than goodwill is reversed
only if there has been a change in the estimates used to determine the recoverable amount of that asset, but
not to an amount higher than the carrying amount that would have been determined (net of any depreciation/
amortisation) had no impairment loss been recognised for the asset in prior years. A reversal of such an
impairment loss is credited to profit or loss in the period in which it arises.
Related parties
A party is considered to be related to the Group if:
(@) the party is a person or a close member of that person’s family and that person

(i) has control or joint control over the Group;

(i)  has significant influence over the Group; or

(i)  is a member of the key management personnel of the Group or of a parent of the Group;

or
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2.4 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)
Related parties (Continued)
(b) the party is an entity where any of the following conditions applies:
()  the entity and the Group are members of the same group;

(i)  one entity is an associate or joint venture of the other entity (or of a parent, subsidiary or fellow
subsidiary of the other entity);

(i)  the entity and the Group are joint ventures of the same third party;
(iv) one entity is a joint venture of a third entity and the other entity is an associate of the third entity;

(v) the entity is a post-employment benefit plan for the benefit of employees of either the Group or an
entity related to the Group;

(vi) the entity is controlled or jointly controlled by a person identified in (a);

(viiy a person identified in (a)(i) has significant influence over the entity or is a member of the key
management personnel of the entity (or of a parent of the entity); and

(viii) the entity, or any member of a group of which it is a part, provides key management personnel
services to the Group or to the parent of the Group.

Property, plant and equipment and depreciation

Property, plant and equipment, other than construction in progress, are stated at cost less accumulated
depreciation and any impairment losses. The cost of an item of property, plant and equipment comprises its
purchase price and any directly attributable costs of bringing the asset to its working condition and location
for its intended use.

Expenditure incurred after items of property, plant and equipment have been put into operation, such as
repairs and maintenance, is normally charged to profit or loss in the period in which it is incurred. In situations
where the recognition criteria are satisfied, the expenditure for a major inspection is capitalised in the carrying
amount of the asset as a replacement. Where significant parts of property, plant and equipment are required
to be replaced at intervals, the Group recognises such parts as individual assets with specific useful lives and
depreciates them accordingly.
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2.4 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

Property, plant and equipment and depreciation (Continued)

Depreciation is calculated on the straight-line basis to write off the cost of each item of property, plant and
equipment to its residual value over its estimated useful life. The principal annual rates used for this purpose
are as follows:

Freehold land Not depreciated
Buildings 1.9% to 20%
Furniture and fixtures 9.7% 10 20%
Motor vehicles 9.5% to 36.4%
Devices and equipment 9.7% to 33.0%

Where parts of an item of property, plant and equipment have different useful lives, the cost of that item is
allocated on a reasonable basis among the parts and each part is depreciated separately. Residual values,
useful lives and the depreciation method are reviewed, and adjusted if appropriate, at least at each financial
year end.

An item of property, plant and equipment including any significant part initially recognised is derecognised
upon disposal or when no future economic benefits are expected from its use or disposal. Any gain or loss
on disposal or retirement recognised in profit or loss in the year the asset is derecognised is the difference
between the net sales proceeds and the carrying amount of the relevant asset.

Construction in progress represents a building under construction, which is stated at cost less any impairment
losses, and is not depreciated. Cost comprises the direct costs of construction and capitalised borrowing
costs on related borrowed funds during the period of construction. Construction in progress is reclassified to
the appropriate category of property, plant and equipment when completed and ready for use.

Interests in land held for property development
Interests in land held for property development are stated at the lower of cost and net realisable value and
comprise payments for land use rights and other costs directly attributable to such properties incurred during

the development period.

Interests in land held for property development are classified as current assets unless the construction of the
relevant property development project is expected to complete beyond the normal operating cycle.
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

Investment property

Investment property is interest in a freehold land held for capital appreciation, rather than for use in the
production or supply of goods or services or for administrative purposes; or for sale in the ordinary course
of business. Such property is measured initially at cost, including transaction costs. Subsequent to initial
recognition, investment property is stated at cost and not depreciated.

Investment property is derecognised when it has been disposed of or when the investment property is
permanently withdrawn from use and no future economic benefit is expected from its disposal.

Any gains or losses on the retirement or disposal of an investment property are recognised in profit or loss in
the year of the retirement or disposal.

Intangible assets (other than goodwill)

Intangible assets acquired separately are measured on initial recognition at cost. The cost of intangible assets
acquired in a business combination is the fair value at the date of acquisition. The useful lives of intangible
assets are assessed to be either finite or indefinite. Intangible assets with finite lives are subsequently
amortised over the useful economic life and assessed for impairment whenever there is an indication that the
intangible asset may be impaired. The amortisation period and the amortisation method for an intangible asset
with a finite useful life are reviewed at least at each financial year end.

The Group’s intangible asset with indefinite useful lives is trade name, which is tested for impairment annually
either individually or at the cash-generating unit level. Such intangible asset is not amortised. The useful
life of an intangible asset with an indefinite life is reviewed annually to determine whether the indefinite life
assessment continues to be supportable. If not, the change in the useful life assessment from indefinite to
finite is accounted for on a prospective basis.

Software

Purchased software is stated at cost less any impairment losses and amortised on the straight-line basis over
its estimated useful life of 2 to 10 years.

Licences to operate undergraduate institutions
Licences represented the licenses granted by the Ministry of Education of the PRC to operate undergraduate

institutions acquired in business combinations, which are recognised at fair value at the acquisition date and
are amortised on the straight-line basis over their estimated useful lives of 35 to 50 years.
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2.4 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

Leases

The Group assesses at contract inception whether a contract is, or contains, a lease. A contract is, or
contains, a lease if the contract conveys the right to control the use of an identified asset for a period of time
in exchange for consideration.

Group as a lessee

The Group applies a single recognition and measurement approach for all leases, except for short-term leases
and leases of low-value assets. The Group recognises lease liabilities to make lease payments and right-of-
use assets representing the right to use the underlying assets.

(@ Right-of-use assets

Right-of-use assets are recognised at the commencement date of the lease (that is the date the
underlying asset is available for use). Right-of-use assets are measured at cost, less any accumulated
depreciation and any impairment losses, and adjusted for any remeasurement of lease liabilities.
The cost of right-of-use assets includes the amount of lease liabilities recognised, initial direct costs
incurred, and lease payments made at or before the commencement date less any lease incentives
received. Right-of-use assets are depreciated on a straight-line basis over the shorter of the lease terms
and the estimated useful lives of the assets as follows:

Leasehold land (Domestic — Mainland China) 20 to 70 years
Leasehold land (Overseas — Malaysia) 80 to 900 years
Dormitories 11 to 12 years
School campuses 2 to 26 years
Motor vehicles 2 years
Equipment 4 years

If ownership of the leased asset transfers to the Group by the end of the lease term or the cost reflects
the exercise of a purchase option, depreciation is calculated using the estimated useful life of the asset.
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Leases (Continued)

Group as a lessee (Continued)

(b)

Lease liabilities

Lease liabilities are recognised at the commencement date of the lease at the present value of lease
payments to be made over the lease term. The lease payments include fixed payments (including in-
substance fixed payments) less any lease incentives receivable, variable lease payments that depend
on an index or a rate, and amounts expected to be paid under residual value guarantees. The lease
payments also include the exercise price of a purchase option reasonably certain to be exercised by
the Group and payments of penalties for termination of a lease, if the lease term reflects the Group
exercising the option to terminate the lease. The variable lease payments that do not depend on an
index or a rate are recognised as an expense in the period in which the event or condition that triggers
the payment occurs.

In calculating the present value of lease payments, the Group uses its incremental borrowing rate at the
lease commencement date because the interest rate implicit in the lease is not readily determinable.
After the commencement date, the amount of lease liabilities is increased to reflect the accretion of
interest and reduced for the lease payments made. In addition, the carrying amount of lease liabilities
is remeasured if there is a modification, a change in the lease term, a change in lease payments (e.g., a
change to future lease payments resulting from a change in an index or rate) or a change in assessment
of an option to purchase the underlying asset.

The Group elected to present lease liabilities separately in the consolidated statement of financial
position.

Short-term leases and leases of low-value assets

The Group applies the short-term lease recognition exemption to its short-term leases of motor vehicles
(that is those leases that have a lease term of 12 months or less from the commencement date and do
not contain a purchase option). It also applies the recognition exemption for leases of low-value assets
to leases of equipment that is considered to be of low value. Lease payments on short-term leases and
leases of low-value assets are recognised as an expense on a straight-line basis over the lease term.

HOPE EDUCATION GROUP CO., LTD. e 2022 ANNUAL REPORT



NOTES TO FINANCIAL STATEMENTS
31 August 2022

2.4 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

Leases (Continued)

Group as a lessor — operating leases

When the Group acts as a lessor, it classifies at lease inception (or when there is a lease modification) each of
its leases as either an operating lease or a finance lease.

Leases in which the Group does not transfer substantially all the risks and rewards incidental to ownership of
an asset are classified as operating leases. When a contract contains lease and non-lease components, the
Group allocates the consideration in the contract to each component on a relative stand-alone selling price
basis. Rental income is accounted for on a straight-line basis over the lease terms and is included in other
income in profit or loss due to its operating nature. Initial direct costs incurred in negotiating and arranging an
operating lease are added to the carrying amount of the leased asset and recognised over the lease term on
the same basis as rental income. Contingent rents are recognised as revenue in the period in which they are
earned.

Investments and other financial assets

Initial recognition and measurement

Financial assets are classified, at initial recognition, as subsequently measured at amortised cost, fair value
through the comprehensive income and fair value through profit or loss.

The classification of financial assets at initial recognition depends on the financial asset’s contractual
cash flow characteristics and the Group’s business model for managing them. With the exception of trade
receivables that do not contain a significant financing component or for which the Group has applied the
practical expedient of not adjusting the effect of a significant financing component, the Group initially
measures a financial asset at its fair value, plus in the case of a financial asset not at fair value through profit
or loss, transaction costs. Trade receivables that do not contain a significant financing component or for
which the Group has applied the practical expedient are measured at the transaction price determined under
IFRS 15 in accordance with the policies set out for “Revenue recognition” below.

In order for a financial asset to be classified and measured at amortised cost or fair value through other
comprehensive income, it needs to give rise to cash flows that are solely payments of principal and interest
(“SPPI”) on the principal amount outstanding. Financial assets with cash flows that are not SPPI are classified
and measured at fair value through profit or loss, irrespective of the business model.
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)
Investments and other financial assets (Continued)
Initial recognition and measurement (Continued)

The Group’s business model for managing financial assets refers to how it manages its financial assets in
order to generate cash flows. The business model determines whether cash flows will result from collecting
contractual cash flows, selling the financial assets, or both. Financial assets classified and measured at
amortised cost are held within a business model with the objective to hold financial assets in order to
collect contractual cash flows, while financial assets classified and measured at fair value through other
comprehensive income are held within a business model with the objective of both holding to collect
contractual cash flows and selling. Financial assets which are not held within the aforementioned business
models are classified and measured at fair value through profit or loss.

All regular way purchases and sales of financial assets are recognised on the trade date, that is, the date that
the Group commits to purchase or sell the asset. Regular way purchases or sales are purchases or sales
of financial assets that require delivery of assets within the period generally established by regulation or
convention in the marketplace.

Subsequent measurement

The subsequent measurement of financial assets depends on their classification as follows:

Financial assets at amortised cost (debt instruments)

Financial assets at amortised cost are subsequently measured using the effective interest method and are
subject to impairment. Gains and losses are recognised in profit or loss when the asset is derecognised,
modified or impaired.

Financial assets at fair value through profit or loss

Financial assets at fair value through profit or loss are carried in the statement of financial position at fair value
with net changes in fair value recognised in the statement of profit or loss.

Derecognition of financial assets

A financial asset (or, where applicable, a part of a financial asset or part of a group of similar financial assets)
is primarily derecognised (i.e., removed from the Group’s consolidated statement of financial position) when:

° the rights to receive cash flows from the asset have expired; or

° the Group has transferred its rights to receive cash flows from the asset or has assumed an obligation
to pay the received cash flows in full without material delay to a third party under a “pass-through”
arrangement; and either (a) the Group has transferred substantially all the risks and rewards of the asset,
or (b) the Group has neither transferred nor retained substantially all the risks and rewards of the asset,
but has transferred control of the asset.
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2.4 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)
Derecognition of financial assets (Continued)

When the Group has transferred its rights to receive cash flows from an asset or has entered into a pass-
through arrangement, it evaluates if, and to what extent, it has retained the risks and rewards of ownership
of the asset. When it has neither transferred nor retained substantially all the risks and rewards of the asset
nor transferred control of the asset, the Group continues to recognise the transferred asset to the extent
of the Group’s continuing involvement. In that case, the Group also recognises an associated liability. The
transferred asset and the associated liability are measured on a basis that reflects the rights and obligations
that the Group has retained.

Continuing involvement that takes the form of a guarantee over the transferred asset is measured at the lower
of the original carrying amount of the asset and the maximum amount of consideration that the Group could
be required to repay.

Impairment of financial assets

The Group recognises an allowance for expected credit losses (“ECLs”) for all debt instruments not held at
fair value through profit or loss. ECLs are based on the difference between the contractual cash flows due
in accordance with the contract and all the cash flows that the Group expects to receive, discounted at an
approximation of the original effective interest rate. The expected cash flows will include cash flows from the
sale of collateral held or other credit enhancements that are integral to the contractual terms.

General approach

ECLs are recognised in two stages. For credit exposures for which there has not been a significant increase
in credit risk since initial recognition, ECLs are provided for credit losses that result from default events that
are possible within the next 12 months (a 12-month ECL). For those credit exposures for which there has
been a significant increase in credit risk since initial recognition, a loss allowance is required for credit losses
expected over the remaining life of the exposure, irrespective of the timing of the default (a lifetime ECL).

At each reporting date, the Group assesses whether the credit risk on a financial instrument has increased
significantly since initial recognition. When making the assessment, the Group compares the risk of a default
occurring on the financial instrument as at the reporting date with the risk of a default occurring on the
financial instrument as at the date of initial recognition and considers reasonable and supportable information
that is available without undue cost or effort, including historical and forward-looking information.

The Group considers a financial asset in default when contractual payments are 90 days past due. However,
in certain cases, the Group may also consider a financial asset to be in default when internal or external
information indicates that the Group is unlikely to receive the outstanding contractual amounts in full before
taking into account any credit enhancements held by the Group. A financial asset is written off when there is
no reasonable expectation of recovering the contractual cash flows.

At each reporting date, the Group assesses whether a financial asset is credit-impaired. A financial asset is

credit-impaired when one or more events that have a detrimental impact on the estimated future cash flows of
the financial asset have occurred.
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

Impairment of financial assets (Continued)

General approach (Continued)

Evidence that a financial asset is credit-impaired includes the following observable events:

()  significant financial difficulties of the debtor;

(i)  abreach of contract, such as a default or delinquency in interest or principal payments; or

(i) likelihood that the borrower will enter into bankruptcy or other financial reorganisation emerges.
Financial assets at amortised cost are subject to impairment under the general approach and they are
classified within the following stages for measurement of ECLs except for trade receivables which apply the

simplified approach as detailed below.

Stage 1 - Financial instruments for which credit risk has not increased significantly since initial recognition
and for which the loss allowance is measured at an amount equal to 12-month ECLs

Stage2 - Financial instruments for which credit risk has increased significantly since initial recognition
but that are not credit-impaired financial assets and for which the loss allowance is measured
at an amount equal to lifetime ECLs

Stage 3 - Financial assets that are credit-impaired at the reporting date (but that are not purchased or
originated credit-impaired) and for which the loss allowance is measured at an amount equal to
lifetime ECLs

Simplified approach

For trade receivables that do not contain a significant financing component or when the Group applies the
practical expedient of not adjusting the effect of a significant financing component, the Group applies the
simplified approach in calculating ECLs. Under the simplified approach, the Group does not track changes in
credit risk, but instead recognises a loss allowance based on lifetime ECLs at each reporting date. The Group
has established a provision matrix that is based on its historical credit loss experience, adjusted for forward-
looking factors specific to the debtors and the economic environment.
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Financial liabilities

Initial recognition and measurement

Financial liabilities are classified, at initial recognition, as financial liabilities at fair value through profit or loss,
loans and borrowings, or payables, as appropriate.

All financial liabilities are recognised initially at fair value and, in the case of loans and borrowings and
payables, net of directly attributable transaction costs.

The Group’s financial liabilities include trade and other payables, amounts due to related parties, lease
liabilities, derivative financial instruments, convertible bonds and interest-bearing bank and other borrowings.

Subsequent measurement

The subsequent measurement of financial liabilities depends on their classification as follows:

Financial liabilities at fair value through profit or loss

Financial liabilities at fair value through profit or loss are financial liabilities designated upon initial recognition
as at fair value through profit or loss.

Financial liabilities designated upon initial recognition as at fair value through profit or loss are designated
at the initial date of recognition, and only if the criteria in IFRS 9 are satisfied. Gains or losses on liabilities
designated at fair value through profit or loss are recognised in profit or loss, except for the gains or losses
arising from the Group’s own credit risk which are presented in other comprehensive income with no
subsequent reclassification to profit or loss. The net fair value gain or loss recognised in profit or loss does not
include any interest charged on these financial liabilities.

Convertible bonds

The Group designates convertible bonds denominated in a currency other than the functional currency of the
Company as financial liabilities at fair value through profit or loss. They are initially recognised at fair value. In
the subsequent measurement, the amount of change in the fair value of the financial liability that is attributable
to changes in the credit risk of that liability shall be presented in other comprehensive income, and the
remaining amount of change in the fair value of convertible bonds shall be presented in profit or loss.

The convertible bonds are classified as current liabilities unless the Group has an unconditional right to defer
settlement of the liabilities for at least 12 months after the balance sheet date.
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

Financial liabilities (Continued)

Financial liabilities at amortised cost (loans and borrowings)

After initial recognition, interest-bearing loans and borrowings are subsequently measured at amortised cost,
using the effective interest rate method unless the effect of discounting would be immaterial, in which case
they are stated at cost. Gains and losses are recognised in profit or loss when the liabilities are derecognised
as well as through the effective interest rate amortisation process.

Amortised cost is calculated by taking into account any discount or premium on acquisition and fees or costs
that are an integral part of the effective interest rate. The effective interest rate amortisation is included in
finance costs in profit or loss.

Financial liability arising from the put option granted to a shareholder

Put option granted to a shareholder is accounted for as a financial liability and is recognized initially at
fair value and subsequently measured at amortised costs until the expiry of the option or extinguished on
redemption. The fair value of the put option granted to a shareholder is determined at the present value of
the equity redemption amount determined by independent qualified valuer. If the option expires without
redemption, the carrying amount of the financial liabilities is reclassified to equity.

Derecognition of financial liabilities

A financial liability is derecognised when the obligation under the liability is discharged or cancelled, or
expires.

When an existing financial liability is replaced by another from the same lender on substantially different terms,
or the terms of an existing liability are substantially modified, such an exchange or modification is treated
as a derecognition of the original liability and a recognition of a new liability, and the difference between the
respective carrying amounts is recognised in profit or loss.

Offsetting of financial instruments
Financial assets and financial liabilities are offset and the net amount is reported in the consolidated statement

of financial position if there is a currently enforceable legal right to offset the recognised amounts and there is
an intention to settle on a net basis, or to realise the assets and settle the liabilities simultaneously.
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2.4 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

Derivative financial instruments

Initial recognition and subsequent measurement

The Group uses derivative financial instruments of interest rate swaps to hedge its interest rate risk. Such
derivative financial instruments are initially recognised at fair value on the date on which a derivative contract
is entered into and are subsequently remeasured at fair value. Derivatives are carried as assets when the fair
value is positive and as liabilities when the fair value is negative.

Any gains or losses arising from changes in fair value of derivatives are taken directly to profit or loss.

Current versus non-current classification

Derivative instruments that are not designated as effective hedging instruments are classified as current or
non-current or separated into current and non-current portions based on an assessment of the facts and
circumstances (i.e., the underlying contracted cash flows).

o Where the Group expects to hold a derivative as an economic hedge (and does not apply hedge
accounting) for a period beyond 12 months after the end of the reporting period, the derivative is
classified as non-current (or separated into current and non-current portions) consistently with the
classification of the underlying item.

o Embedded derivatives that are not closely related to the host contract are classified consistently with
the cash flows of the host contract.

o Derivative instruments that are designated as, and are effective hedging instruments, are classified
consistently with the classification of the underlying hedged item. The derivative instruments are
separated into current portions and non-current portions only if a reliable allocation can be made.

Cash and cash equivalents

For the purpose of the consolidated statement of cash flows, cash and cash equivalents comprise cash on
hand and demand deposits, and short term highly liquid investments that are readily convertible into known
amounts of cash, are subject to an insignificant risk of changes in value, and have a short maturity of generally
within three months when acquired.

For the purpose of the consolidated statement of financial position, cash and cash equivalents comprise cash

on hand and at banks, including term deposits, and assets similar in nature to cash, which are not restricted
as to use.
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

Provisions

A provision is recognised when a present obligation (legal or constructive) has arisen as a result of a past
event and it is probable that a future outflow of resources will be required to settle the obligation, provided
that a reliable estimate can be made of the amount of the obligation.

When the effect of discounting is material, the amount recognised for a provision is the present value at the
end of the reporting period of the future expenditures expected to be required to settle the obligation. The
increase in the discounted present value amount arising from the passage of time is included in finance costs
in profit or loss.

Income tax

Income tax comprises current and deferred tax. Income tax relating to items recognised outside profit or loss
is recognised outside profit or loss, either in other comprehensive income or directly in equity.

Current tax assets and liabilities are measured at the amount expected to be recovered from or paid to the
taxation authorities, based on tax rates (and tax laws) that have been enacted or substantively enacted by the
end of the year, taking into consideration interpretations and practices prevailing in the countries in which the
Group operates.

Deferred tax is provided, using the liability method, on all temporary differences at the end of the reporting
period between the tax bases of assets and liabilities and their carrying amounts for financial reporting
purposes.

Deferred tax liabilities are recognised for all taxable temporary differences, except:

° when the deferred tax liability arises from the initial recognition of goodwill or an asset or liability in a
transaction that is not a business combination and, at the time of the transaction, affects neither the
accounting profit nor taxable profit or loss; and

o in respect of taxable temporary differences associated with investments in subsidiaries, an associate

and joint ventures, where the timing of the reversal of the temporary differences can be controlled and it
is probable that the temporary differences will not reverse in the foreseeable future.
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2.4 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

Income tax (Continued)

Deferred tax assets are recognised for all deductible temporary differences, and the carryforward of unused
tax credits and any unused tax losses. Deferred tax assets are recognised to the extent that it is probable that
taxable profit will be available against which the deductible temporary differences, and the carryforward of
unused tax credits and unused tax losses can be utilised, except:

° when the deferred tax asset relating to the deductible temporary differences arises from the initial
recognition of an asset or liability in a transaction that is not a business combination and, at the time of
the transaction, affects neither the accounting profit nor taxable profit or loss; and

o in respect of deductible temporary differences associated with investments in subsidiaries, an associate
and joint ventures, deferred tax assets are only recognised to the extent that it is probable that the
temporary differences will reverse in the foreseeable future and taxable profit will be available against
which the temporary differences can be utilised.

The carrying amount of deferred tax assets is reviewed at the end of each reporting period and reduced
to the extent that it is no longer probable that sufficient taxable profit will be available to allow all or part of
the deferred tax asset to be utilised. Unrecognised deferred tax assets are reassessed at the end of each
reporting period and are recognised to the extent that it has become probable that sufficient taxable profit will
be available to allow all or part of the deferred tax asset to be recovered.

Deferred tax assets and liabilities are measured at the tax rates that are expected to apply to the period when
the asset is realised or the liability is settled, based on tax rates (and tax laws) that have been enacted or
substantively enacted by the end of the reporting period.

Deferred tax assets and deferred tax liabilities are offset if and only if the Group has a legally enforceable right
to set off current tax assets and current tax liabilities and the deferred tax assets and deferred tax liabilities
relate to income taxes levied by the same taxation authority on either the same taxable entity or different
taxable entities which intend either to settle current tax liabilities and assets on a net basis, or to realise the
assets and settle the liabilities simultaneously, in each future period in which significant amounts of deferred
tax liabilities or assets are expected to be settled or recovered.

Government grants

Government grants are recognised at their fair value where there is reasonable assurance that the grant will
be received and all attaching conditions will be complied with. When the grant relates to an expense item,
it is recognised as income on a systematic basis over the periods that the costs, for which it is intended to

compensate, are expensed.

Where the grant relates to an asset, the fair value is credited to a deferred income account and is released to
profit or loss over the expected useful life of the relevant asset by equal annual instalments.
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

Revenue recognition

Revenue from contracts with customers

Revenue from contracts with customers is recognised when control of goods or services is transferred to the
customers at an amount that reflects the consideration to which the Group expects to be entitled in exchange
for those goods or services.

When the consideration in a contract includes a variable amount, the amount of consideration is estimated
to which the Group will be entitled in exchange for transferring the goods or services to the customer. The
variable consideration is estimated at contract inception and constrained until it is highly probable that
a significant revenue reversal in the amount of cumulative revenue recognised will not occur when the
associated uncertainty with the variable consideration is subsequently resolved.

When the contract contains a financing component which provides the customer with a significant benefit of
financing the transfer of goods or services to the customer for more than one year, revenue is measured at
the present value of the amount receivable, discounted using the discount rate that would be reflected in a
separate financing transaction between the Group and the customer at contract inception. When the contract
contains a financing component which provides the Group with a significant financial benefit for more than
one year, revenue recognised under the contract includes the interest expense accreted on the contract
liability under the effective interest method. For a contract where the period between the payment by the
customer and the transfer of the promised goods or services is one year or less, the transaction price is not
adjusted for the effects of a significant financing component, using the practical expedient in IFRS 15.

The Group’s revenue from the provision of formal educational services is in consideration of fixed amounts
of tuition and boarding fees, which are recognised when the specific criteria have been met for the following
activities:

Tuition and boarding fees from the provision of formal education services received from students are generally
paid in advance prior to the beginning of each academic year, and are initially recorded as contract liabilities.
Tuition and boarding fees from the provision of formal education services are recognised proportionately
over the relevant period of the respective applicable program. The portion of tuition and boarding payments
received from students but not recognised is recorded as a contract liability and is reflected as a current
liability as such amounts represent revenue that the Group expects to recognise within one year. The
academic year of the Group’s schools is generally from September to August of the following year.

Tuition fees from the provision of other education services, including self-study examination education

services, adult education services and training services to the students, are collected in advance on a lump
sum basis. Revenue is recognised proportionately over the relevant period of the applicable program.
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2.4 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

Revenue recognition (Continued)

Sale of goods

Revenue from the sale of goods is recognised at the point in time when control of the asset is transferred to
the customer, generally on delivery of the goods.

Other income

Rental income is recognised on a time proportion basis over the lease terms. Variable lease payments that
do not depend on an index or a rate are recognised as income in the accounting period in which they are
incurred.

Interest income is recognised on an accrual basis using the effective interest method by applying the rate that
exactly discounts the estimated future cash receipts over the expected life of the financial instrument or a
shorter period, when appropriate, to the net carrying amount of the financial asset.

Contract liabilities

A contract liability is recognised when a payment is received or a payment is due (whichever is earlier) from
a customer before the Group transfers the related goods or services. Contract liabilities are recognised as
revenue when the Group performs under the contract (i.e., transfers control of the related goods or services to
the customer).

Contract costs

Other than the costs which are capitalised as inventories, property, plant and equipment and intangible
assets, costs incurred to fulfil a contract with a customer are capitalised as an asset if all of the following

criteria are met:

(@ The costs relate directly to a contract or to an anticipated contract that the entity can specifically
identify.

(b) The costs generate or enhance resources of the entity that will be used in satisfying (or in continuing to
satisfy) performance obligations in the future.

(¢) The costs are expected to be recovered.
The capitalised contract costs are amortised and charged to profit or loss on a systematic basis that is

consistent with transfer to the customer of the goods or services to which the asset relates. Other contract
costs are expensed as incurred.
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)
Share-based payments

The Group operates a share option scheme for the purpose of providing incentives and rewards to eligible
participants who contribute to the success of the Group’s operations. Employees (including directors) of the
Group receive remuneration in the form of share-based payments, whereby employees render services as
consideration for equity instruments (“equity-settled transactions”).

The cost of equity-settled transactions with employees is measured by reference to the fair value at the date
at which they are granted. The fair value is determined by an external valuer using a binomial model, further
details of which are given in note 31 to the financial statements.

The cost of equity-settled transactions is recognised in employee benefit expense, together with a
corresponding increase in equity, over the period in which the performance and/or service conditions are
fulfilled. The cumulative expense recognised for equity-settled transactions at the end of the year until the
vesting date reflects the extent to which the vesting period has expired and the Group’s best estimate of
the number of equity instruments that will ultimately vest. The charge or credit to profit or loss for a period
represents the movement in the cumulative expense recognised as at the beginning and end of that period.

Service and non-market performance conditions are not taken into account when determining the grant date
fair value of awards, but the likelihood of the conditions being met is assessed as part of the Group’s best
estimate of the number of equity instruments that will ultimately vest. Market performance conditions are
reflected within the grant date fair value. Any other conditions attached to an award, but without an associated
service requirement, are considered to be non-vesting conditions. Non-vesting conditions are reflected in the
fair value of an award and lead to an immediate expensing of an award unless there are also service and/or
performance conditions.

For awards that do not ultimately vest because non-market performance and/or service conditions have
not been met, no expense is recognised. Where awards include a market or non-vesting condition, the
transactions are treated as vesting irrespective of whether the market or non-vesting condition is satisfied,
provided that all other performance and/or service conditions are satisfied.

Where the terms of an equity-settled award are modified, as a minimum an expense is recognised as if the
terms had not been modified, if the original terms of the award are met. In addition, an expense is recognised
for any modification that increases the total fair value of the share-based payments, or is otherwise beneficial
to the employee as measured at the date of modification.

Where an equity-settled award is cancelled, it is treated as if it had vested on the date of cancellation, and
any expense not yet recognised for the award is recognised immediately. This includes any award where
non-vesting conditions within the control of either the Group or the employee are not met. However, if a new
award is substituted for the cancelled award, and is designated as a replacement award on the date that it
is granted, the cancelled and new awards are treated as if they were a modification of the original award, as
described in the previous paragraph.

The dilutive effect of outstanding options is reflected as additional share dilution in the computation of
earnings per share.
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2.4 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

Other employee benefits

Pension schemes

The employees of the Group’s subsidiaries and schools which operate in Mainland China are required to
participate in a central pension scheme operated by the local municipal government. These subsidiaries and
schools are required to contribute a certain percentage of their payroll costs to the central pension scheme.
The contributions are charged to profit or loss as they become payable in accordance with the rules of the
central pension scheme.

The Group operates a defined contribution Mandatory Provident Fund retirement benefit scheme (the “MPF
Scheme”) under the Mandatory Provident Fund Schemes Ordinance for employees of the Group’s subsidiary
which operates in Hong Kong. Contributions are made based on a percentage of the employees’ basic
salaries and are charged to profit or loss as they become payable in accordance with the rules of the MPF
Scheme. The assets of the MPF Scheme are held separately from those of the Group in an independently
administered fund. The Group’s employer contributions vest fully with the employees when contributed into
the MPF Scheme.

The Group’s subsidiaries operating in Malaysia and Thailand make contributions to the statutory pension
funds, which are charged to profit or loss in the year to which they relate. Once the contributions have been
paid, the Group has no further payment obligations.

Housing fund

Contributions to a defined contribution housing fund administered by the Public Accumulation Funds
Administration Centre in Mainland China are charged to profit or loss as incurred.

Borrowing costs

Borrowing costs directly attributable to the acquisition, construction or production of qualifying assets,
i.e., assets that necessarily take a substantial period of time to get ready for their intended use or sale, are
capitalised as part of the cost of those assets. The capitalisation of such borrowing costs ceases when the
assets are substantially ready for their intended use or sale. Investment income earned on the temporary
investment of specific borrowings pending their expenditure on qualifying assets is deducted from the
borrowing costs capitalised. All other borrowing costs are expensed in the period in which they are incurred.
Borrowing costs consist of interest and other costs that an entity incurs in connection with the borrowing of
funds.

Where funds have been borrowed generally, and used for the purpose of obtaining qualifying assets, a
capitalisation rate of 7.08% (note 6) has been applied to the expenditure on the individual assets.
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)
Dividends

Final dividends are recognised as a liability when they are approved by the shareholders in a general meeting.
Proposed final dividends are disclosed in note 11 to the financial statements.

Interim dividends are simultaneously proposed and declared, because the Company’s memorandum and
articles of association grant the directors the authority to declare interim dividends. Consequently, interim
dividends are recognised immediately as a liability when they are proposed and declared.

Foreign currencies

These financial statements are presented in RMB, which is the Company’s functional currency. Each entity
in the Group determines its own functional currency and items included in the financial statements of each
entity are measured using that functional currency. Foreign currency transactions recorded by the entities in
the Group are initially recorded using their respective functional currency rates prevailing at the dates of the
transactions. Monetary assets and liabilities denominated in foreign currencies are translated at the functional
currency rates of exchange ruling at the end of the reporting period. Differences arising on settlement or
translation of monetary items are recognised in profit or loss.

Non-monetary items that are measured in terms of historical cost in a foreign currency are translated using
the exchange rates at the dates of the initial transactions. Non-monetary items measured at fair value in a
foreign currency are translated using the exchange rates at the date when the fair value was measured. The
gain or loss arising on translation of a non-monetary item measured at fair value is treated in line with the
recognition of the gain or loss on change in fair value of the item (i.e., translation difference on the item whose
fair value gain or loss is recognised in other comprehensive income or profit or loss is also recognised in other
comprehensive income or profit or loss, respectively).

In determining the exchange rate on initial recognition of the related asset, expense or income on the
derecognition of a non-monetary asset or non-monetary liability relating to an advance consideration, the
date of initial transaction is the date on which the Group initially recognises the non-monetary asset or non-
monetary liability arising from the advance consideration. If there are multiple payments or receipts in advance,
the Group determines the transaction date for each payment or receipt of the advance consideration.

The functional currencies of certain overseas subsidiaries are currencies other than the RMB. As at the end
of the reporting period, the assets and the liabilities of these entities are translated into RMB at the exchange
rate prevailing at the end of the reporting period and their statements of profit or loss are translated into RMB
at the exchange rates that approximate to those prevailing at the dates of the transactions.

The resulting exchange differences are recognised in other comprehensive income and accumulated in the
exchange fluctuation reserve. On disposal of a foreign operation, the component of other comprehensive
income relating to that particular foreign operation is recognised in profit or loss.

Any goodwill arising on the acquisition of a foreign operation and any fair value adjustments to the carrying

amounts of assets and liabilities arising on acquisition are treated as assets and liabilities of the foreign
operation and translated at the closing rate.
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SIGNIFICANT ACCOUNTING JUDGEMENTS AND ESTIMATES

The preparation of the Group’s financial statements requires management to make judgements, estimates
and assumptions that affect the reported amounts of revenues, expenses, assets and liabilities, and their
accompanying disclosures, and the disclosure of contingent liabilities. Uncertainty about these assumptions
and estimates could result in outcomes that could require a material adjustment to the carrying amounts of
the assets or liabilities affected in the future.

Judgements

In the process of applying the Group’s accounting policies, management has made the following judgements,
apart from those involving estimations, which have the most significant effect on the amounts recognised in
the financial statements:

Structured Contracts

Due to regulatory restrictions on foreign ownership in the schools in the PRC, the Group conducts a
substantial portion of the business through the Consolidated Affiliated Entities. WFOE, a wholly-owned
subsidiary of the Company, has entered into the Structured Contracts with, among others, the Consolidated
Affiliated Entities and their respective equity holders. The Structured Contracts enable WFOE to exercise
effective control over the Consolidated Affiliated Entities and obtain substantially all economic benefits of the
Consolidated Affiliated Entities.

The Company does not have any equity interest in the Consolidated Affiliated Entities. However, as a result
of the Structured Contracts, the Company has power over the Consolidated Affiliated Entities, has rights
to variable returns from its involvement with the Consolidated Affiliated Entities and has the ability to affect
those returns through its power over the Consolidated Affiliated Entities, and is therefore considered to have
control over the Consolidated Affiliated Entities. Consequently, the Company regards the Consolidated
Affiliated Entities as indirect subsidiaries. The Group has consolidated the financial position and results of the
Consolidated Affiliated Entities in the financial statements during the year.

Income tax

Significant judgement is required in interpreting the relevant tax rules and regulation so as to determine
whether certain schools of the Group which are exempted from tax are subject to corporate income tax in
respect of income from the provision of formal education services. This assessment relies on estimates and
assumptions and may involve a series of judgements about future events. New information may become
available causing the Group to change its judgement regarding the adequacy of the tax liabilities. Such
changes to tax liabilities will impact the tax expense in the period when such determination is made. Further
details of income tax are set out in note 10 to the financial statements.
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SIGNIFICANT ACCOUNTING JUDGEMENTS AND ESTIMATES (continued)

Estimation uncertainty

The key assumptions concerning the future and other key sources of estimation uncertainty at the end of
the reporting period, that have a significant risk of causing a material adjustment to the carrying amounts of
assets and liabilities within the next financial year, are described below:

Impairment of goodwill and intangible asset with indefinite useful life

The Group determines whether goodwill and intangible asset with indefinite useful life are impaired at least
on an annual basis. This requires an estimation of the value in use of the cash-generating units to which the
goodwill and intangible asset with indefinite useful life are allocated. Estimating the value in use requires
the Group to make an estimate of the expected future cash flows from the cash-generating units and also
to choose a suitable discount rate in order to calculate the present value of those cash flows. The carrying
amounts of goodwill and intangible asset with indefinite useful life at 31 August 2022 were RMB2,031,266,000
and RMB147,934,000, respectively (2021: RMB1,296,672,000 and RMB149,075,000, respectively). Further
details are given in note 18 to the financial statements.

Impairment of non-financial assets (other than goodwill and intangible asset with indefinite useful life)

The Group assesses whether there are any indicators of impairment for all non-financial assets (including
the right-of-use assets) at the end the year. The non-financial assets are tested for impairment when there
are indicators that the carrying amounts may not be recoverable. An impairment exists when the carrying
value of an asset or a cash-generating unit exceeds its recoverable amount, which is the higher of its fair
value less costs of disposal and its value in use. The calculation of the fair value less costs of disposal is
based on available data from binding sales transactions in an arm’s length transaction of similar assets or
observable market prices less incremental costs for disposing of the asset. When value-in-use calculations
are undertaken, management must estimate the expected future cash flows from the asset or cash-generating
unit and choose a suitable discount rate in order to calculate the present value of those cash flows.

Useful lives and residual values of items of property, plant and equipment

In determining the useful lives and residual values of items of property, plant and equipment, the Group
has to consider various factors, such as technical or commercial obsolescence arising from changes or
improvements in the production and provision of services, or from a change in the market demand for the
product or service output of the asset, expected usage of the asset, expected physical wear and tear, care
and maintenance of the asset, and legal or similar limits on the use of the asset. The estimation of the useful
life of the asset is based on the experience of the Group with similar assets that are used in a similar way.
Additional depreciation is made if the estimated useful lives and/or residual values of items of property, plant
and equipment are different from previous estimation. Useful lives and residual values are reviewed at the end
of the year based on changes in circumstances. Further details of the property, plant and equipment are set
out in note 13 to the financial statements.
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SIGNIFICANT ACCOUNTING JUDGEMENTS AND ESTIMATES (continued)

Estimation uncertainty (Continued)

Provision for expected credit losses on other receivables

The Group takes into account qualitative and quantitative reasonable and supportable forward-looking
information of forecast economic conditions when assessing the provision for expected credit losses on other
receivables. The amount of ECLs is sensitive to changes in circumstances and forecast economic conditions.
The Group’s forecast of economic conditions might not be representative of the actual default in the future.
The information about the ECLs on the Group’s other receivables is disclosed in note 22 to the financial
statements.

Provision for expected credit losses on trade receivables

The Group applies the simplified approach to providing for expected credit losses prescribed by IFRS 9, which
permits the use of the lifetime expected loss provision for all trade receivables. To measure the expected
credit losses, trade receivables have been grouped based on shared credit risk characteristics and the days
past due. The Group’s expected loss rates are mainly determined based on the corresponding historical
credit loss rates which are adjusted to reflect current and forward-looking information on macroeconomic
factors affecting the ability of the customers to settle the receivables. The Group has considered the expected
changes in macroeconomic factors and accordingly adjusts the historical loss rates based on expected
changes in all factors identified. The information about the ECLs on the Group’s trade receivables is disclosed
in note 21 to the financial statements.

Fair value measurement of convertible bonds

Convertible bonds amounting to RMB1,871,914,000 as at 31 August 2022 (2021: RMB1,892,889,000) are
measured at fair values with fair values being determined based on unobservable inputs, including expected
volatility of share price and discount rate, using valuation technique. Judgement and estimation are required
in establishing the relevant valuation technique and the relevant inputs thereof. Changes in assumptions
relating to these factors could affect the reported fair values of convertible bonds. Further disclosures of the
convertible bonds are set out in note 28 to the financial statements.

Leases — Estimating the incremental borrowing rate

The Group cannot readily determine the interest rate implicit in a lease, and therefore, it uses an incremental
borrowing rate (“IBR”) to measure lease liabilities. The IBR is the rate of interest that the Group would have
to pay to borrow over a similar term, and with a similar security, the funds necessary to obtain an asset of
a similar value to the right-of-use asset in a similar economic environment. The IBR therefore reflects what
the Group “would have to pay”, which requires estimation when no observable rates are available or when
it needs to be adjusted to reflect the terms and conditions of the lease. The Group estimates the IBR using
observable inputs (such as market interest rates) when available and is required to make certain entity-specific
estimates.
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SIGNIFICANT ACCOUNTING JUDGEMENTS AND ESTIMATES (continued)

Estimation uncertainty (Continued)

Purchase price allocation of a business combination

The purchase price allocation of the Group’s business combinations, as detailed in note 33 to the financial
statements, requires the determination of fair values of the identifiable assets acquired and liabilities assumed.
The net assets acquired, include amongst others, property, plant and equipment, right-of-use assets and
other intangible assets, of which their fair values are dependent on a range of estimates including estimated
future cash flows and discount rate. Given the uncertainties in the estimation, the actual outcomes may be
higher or lower than the estimated fair values of these items as at the date of acquisition. Where the actual
outcomes of these items are different from the amounts initially recorded, such differences may impact the
future financial results.

OPERATING SEGMENT INFORMATION

For management purposes, the Group is organised into business units based on their geographical areas and
has two reportable operating segments as follows:

(@ domestic education segment provides higher and vocational education services in the PRC;

(b) global education segment provides higher education services outside the PRC; and

(c) “other” comprises investment and development of properties located in Mainland China.

In previous year, the board of directors considered that there were two reportable segments i.e., the domestic
education and global education segment. During the year, with the increase in the interests in land held for
property development, management monitors the progress of the property development activities separately
for the purpose of making decisions about resource allocation and performance assessment. Due to the
changes in the composition of segments during the year, the operating segment information for the year
ended 31 August 2021 was also restated.

Segment performance is evaluated based on reportable segment profit/loss, which is a measure of adjusted
profit/loss before tax. The adjusted profit/loss before tax is measured consistently with the Group’s profit
before tax except that interest income, foreign exchange differences, non-lease-related finance costs, fair
value gains/losses from the Group’s financial instruments as well as head office and corporate expenses are
excluded from such measurement.

Segment assets exclude cash and cash equivalents and pledged and restricted deposits as these assets are
managed on a group basis.

Segment liabilities exclude derivative financial instruments, interest-bearing bank and other borrowings (other
than lease liabilities), amounts due to related parties and convertible bonds as these liabilities are managed on
a group basis.
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OPERATING SEGMENT INFORMATION (Continuead)

For the year ended 31 August 2022

Segment revenue (note 5)
Revenue from external customers

Segment results

Reconciliation:

Interest income

Foreign exchange differences, net

Fair value change from convertible bonds
Non-lease-related finance costs
Unallocated corporate expenses

Profit before tax

Segment assets
Reconciliation:

Pledged and restricted deposits
Cash and cash equivalents

Total assets

Segment liabilities
Reconciliation:

Interest-bearing bank and other borrowings

Amount due to related parties
Convertible bonds

Total liabilities

Other segment information
Share of profits and losses of:
An associate
Joint ventures
Depreciation and amortisation
Share-based payment expense
Investments in joint ventures
Capital expenditure*

31 August 2022

Domestic Global
education education Other Total
RMB’000 RMB’000 RMB’000 RMB’000
2,695,783 345,154 - 3,040,937
915,983 68,040 (10,146) 973,877
65,675
(133,958)
37
(288,925)
(27,259)
589,447
17,248,514 1,322,986 708,055 19,279,555
308,250
2,725,264
22,313,069
7,434,705 351,005 82,538 7,868,248
4,123,659
401,423
1,871,914
14,265,244
(18,927) - - (18,927)
31,523 - - 31,523
451,774 29,553 7,672 488,999
26,210 680 - 26,890
529,823 - - 529,823
2,814,456 217,374 353,089 3,384,919

HOPE EDUCATION GROUP CO., LTD. e

2022 ANNUAL REPORT

175



NOTES TO FINANCIAL STATEMENTS
31 August 2022

4.

176

OPERATING SEGMENT INFORMATION (Continuea)

For the year ended 31 August 2021

Segment revenue (note 5)
Revenue from external customers

Segment results
Reconciliation:
Interest income

Foreign exchange differences, net

Fair value change on convertible bonds

Domestic
education
RMB’000

2,007,645

Global
education
RMB’000

315,391

Other Total
RMB’000 RMB’000

= 2,323,036

506,028

Fair value gains on financial assets at fair value

through profit or loss
Non-lease-related finance costs
Unallocated corporate expenses

Profit before tax

Segment assets
Reconciliation:

Pledged and restricted deposits
Cash and cash equivalents

Total assets

Segment liabilities
Reconciliation:

13,567,796

6,514,424

Interest-bearing bank and other borrowings

Amount due to a related party
Convertible bonds
Derivative financial instruments

Total liabilities

HOPE EDUCATION GROUP CO., LTD.
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26,981

1,126,159

359,237

(5,164) 527,845
97,875

19,401

375,954

2,675

(287,100)
(64,184)

672,466

360,763 15,054,718

457,117
4,357,287

19,869,122

2,521 6,876,182

3,110,502
179,905
1,892,889
2,817

12,062,295
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OPERATING SEGMENT INFORMATION (Continueq)
For the year ended 31 August 2021 (Continueq)
Domestic Global
education education Other Total

RMB’000 RMB’000 RMB’000 RMB’000

Other segment information
Share of profits and losses of:

An associate (11,163) - - (11,163)

Joint ventures (242,070) - - (242,070)
Impairment losses recognized in

profit or loss, net - (4,063) - (4,063)
Reversal of impairment losses 179,901 - - 179,901
Depreciation and amortization 312,555 26,849 2,430 341,834
Fees for conversion of an independent college

in profit or loss, net 412,300 - - 412,300
Investment in an associate 381,337 - - 381,337
Investments in joint ventures 500,830 - - 500,830
Capital expenditure* 4,157,451 6,498 217,465 4,381,414
* Capital expenditure consists of additions to property, plant and equipment, investment properties, interests in land

held for property development and intangible assets including assets from the acquisition of subsidiaries.

Geographical information

(@) Revenue from external customers

2022 2021
RMB’000 RMB’000
Domestic* — Mainland China 2,695,783 2,007,645
Overseas — Malaysia and Thailand 345,154 315,391
3,040,937 2,323,036
The revenue information above is based on the locations of the customers.
* The place of domicile of the Group’s principal operating subsidiaries is Mainland China.
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4. OPERATING SEGMENT INFORMATION (Continued)
Geographical information (Continued)

(b) Non-current assets

2022 2021

RMB’000 RMB’000

Domestic — Mainland China 16,126,310 12,806,422
Overseas — Malaysia and Thailand 1,223,129 1,040,718
17,349,439 13,847,140

The non-current asset information above is based on the locations of the assets and excludes financial
instruments and deferred tax assets.

Information about major customers

No revenue from a single customer amounted to 10% or more of the total revenue of any segments during the
years ended 31 August 2022 and 2021.

5. REVENUE, OTHER INCOME AND GAINS
Revenue

An analysis of revenue is as follows:

2022 2021

RMB’000 RMB’000

Revenue from contracts with customers 3,040,937 2,323,036
Revenue from other resources

Rental of hostels and facilities 1,757 1,236

3,042,694 2,324,272
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Revenue (Continued)

For the year ended 31 August 2022

Segments
Note

Types of goods or services

Tuition fees

Boarding fees

Sales of books and daily necessities

Others (i)

Total revenue from contracts with customers

Timing of revenue recognition
Services transferred over time
Goods transferred at a point in time

Total revenue from contracts with customers

For the year ended 31 August 2021

Segments
Note

Types of goods or services

Tuition fees

Boarding fees

Sales of books and daily necessities

Others (i)

Total revenue from contracts with customers

Timing of revenue recognition
Services transferred over time
Goods transferred at a point in time

Total revenue from contracts with customers

HOPE EDUCATION

NOTES TO FINANCIAL STATEMENTS

REVENUE, OTHER INCOME AND GAINS (Continued)

(@) Disaggregated revenue information for revenue from contracts with customers

31 August 2022

Domestic Global
education education Total
RMB’000 RMB’000 RMB’000
2,226,475 323,944 2,550,419
219,978 1,638 221,616
54,289 - 54,289
195,041 19,572 214,613
2,695,783 345,154 3,040,937
2,641,494 345,154 2,986,648
54,289 - 54,289
2,695,783 345,154 3,040,937

Domestic Global
education education Total
RMB’000 RMB’000 RMB’000
1,624,858 306,985 1,931,843
157,061 - 157,061
73,570 - 73,570
152,156 8,406 160,562
2,007,645 315,391 2,323,036
1,934,075 315,391 2,249,466
73,570 - 73,570
2,007,645 315,391 2,323,036
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5. REVENUE, OTHER INCOME AND GAINS (Continued)

Revenue (Continued)

(b) Performance obligations

Information about the Group’s performance obligations is summarised below:

Provision of education services

The performance obligations of the services are satisfied over time as the services are rendered in each
academic year or training period and advances are required before rendering the services.

Sale of goods

The performance obligation is satisfied upon delivery of goods and payment in advance is normally
required.

Changes in contract liabilities during the year are as follows:

2022 2021
RMB’000 RMB’000

Carrying amount at beginning of year 1,486,924 408,620
Additions from acquisition of subsidiaries (note 33) 176,024 224,395
Revenue recognised that was included in the contract liabilities at

beginning of year (1,458,968) (891,843)
Revenue recognised that was included in the contract liabilities

arising from acquisition of subsidiaries (175,945) (217,854)
Increase due to cash received, excluding amounts recognised as

revenue during the year 1,653,648 1,474,544
Exchange realignment (1,268) (5,938)
Carrying amount at end of year 1,680,415 1,486,924
Amounts expected to be recognised as revenue:

Within one year 1,678,466 1,485,362

After one year 1,949 1,562
Carrying amount at end of year 1,680,415 1,486,924
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NOTES TO FINANCIAL STATEMENTS
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REVENUE, OTHER INCOME AND GAINS (Continued)

Revenue (Continued)

(b) Performance obligations (Continued)

Sale of goods (Continued)

Contract liabilities at the end of each reporting period represented advances received from students.
The Group receives tuition and boarding fees from students in advance prior to the beginning of each
academic year. Tuition and boarding fees are recognised proportionately over the relevant period of the
respective applicable program. The students are entitled to the refund of payments in relation to the
proportionate services not yet rendered. The increase in contract liabilities was mainly due to the receipt
of advances of tuition and boarding fees from students from the newly acquired school for the new fall
semester.

The amounts of transaction prices allocated to the remaining performance obligations which are
expected to be recognised as revenue after one year relate to tuition fees received in advance, of which
the performance obligations are to be satisfied within two years. All the other amounts of transaction
prices allocated to the remaining performance obligations are expected to be recognised as revenue
within one year and as permitted under IFRS 15, the transaction price allocated to these unsatisfied
contracts (or partially unsatisfied) is not disclosed.
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REVENUE, OTHER INCOME AND GAINS (Continued)

Other income and gains

An analysis of other income and gains is as follows:

Other income

Bank interest income

Interest income from loans to related parties

Interest income from loans to independent third parties

Total interest income

Deferred income released to profit or loss:

- related to assets

— related to expenses

Government grants received

Rental income

Service income

Fair value gain on a previously held equity interest at the date
of business combination

Reversal of impairment losses

Others

Gains
Gains on disposal of items of property, plant and equipment
Gains on lease modification

Fair value gains on financial assets at fair value through profit or

loss, net
Gains on debt concession
Gain on disposal of a subsidiary
Gain on bargain purchase
Gain on exchange differences, net

Total other income and gains

Fair value gains on convertible bonds
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Notes

35(b)(i)

26

20
33

28

2022 2021
RMB’000 RMB’000
22,283 27,117
754 12,038
42,638 58,720
65,675 97,875
30,974 11,553
9,394 6,746
14,254 7,890
10,348 13,699
66,772 88,878
- 212,199

- 179,901
38,411 22,049
235,828 640,790
500 1,447

154 214

- 2,675

- 2,000
41,963 —
3,197 =

- 19,401
45,814 25,737
281,642 666,527
37 375,954




NOTES TO FINANCIAL STATEMENTS
31 August 2022

REVENUE, OTHER INCOME AND GAINS (Continued)

Other income and gains (Continued)

Notes:

(U]

(ii)

(i)

(iv)

During the years ended 31 August 2022 and 2021, “Others” mainly represented income received from the provision of
other education services, including self-study examination education services, adult education services, registration
services, training services to the students and independent third parties, which was amortised within the training
periods of the services rendered.

Government grants received represent the subsidies compensated for the incurred operating expenses arising from
teaching activities, which are recognised as other income in profit or loss when received. There were no unfulfilled
conditions or contingencies relating to these grants.

During the years ended 31 August 2022 and 2021, service income mainly represented of income derived from
granting the rights of canteens and convenient stores operations to independent third-party operators and income
from services provided to the students related to the introduction of internship and studying abroad.

During the year ended 31 August 2021, the Group reached an agreement with the vendors (the “Vendors”) from the
acquisition of Yinchuan University of Energy and related entities (collectively the “Yinchuan Group”), with details
disclosed in the Group’s annual consolidated financial statements for the year ended 31 December 2019, that
certain receivables of the Yinchuan Group due from the Vendors amounting to RMB179,901,000, that had been fully
impaired on the acquisition date, will be offset by the payables for the acquisition of the Yinchuan Group, resulting in
a gain from reversal of impairment losses amounting to RMB179,901,000.

FINANCE COSTS

An analysis of the Group’s finance costs is as follows:

2022 2021

RMB’000 RMB’000

Interest on bank, overdraft and other borrowings 250,932 236,728

Less: Interest capitalised (14,224) (18,796)

Net of interest capitalised 236,708 217,932

Issue expenses of convertible bonds - 28,770
Increase in the discounted amounts of payables arising from the

passage of time 52,217 40,398

Interest on lease liabilities 9,508 11,317

298,433 298,417

Capitalisation rate of borrowing costs capitalised 7.08%  5.35%/7.06%
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7. PROFIT BEFORE TAX

The Group’s profit before tax is arrived at after charging:

2022 2021
Notes RMB’000 RMB’000
Cost of services provided 1,647,554 1,148,304
Employee benefit expense (including directors’ and chief
executive’s remuneration (note 8)):
Wages and salaries 948,070 674,337
Equity-settled share option expense 26,390 -
Pension scheme contributions (defined contribution schemes) 179,172 93,848
1,154,132 768,185
Management fees (i) 168,865 185,405
Fees for conversion of an independent college into
a full private university 25(iii) - 412,300
Derecognition of other intangible assets - 77,183
Depreciation of property, plant and equipment 13 376,010 255,842
Depreciation of right-of-use assets* 14 74,034 66,519
Depreciation of land held for property development 7,672 2,430
Amortisation of other intangible assets 17 31,283 17,043
Gain on disposal of a subsidiary 20 (41,963) -
Gain on bargain purchase” B3 (3,197) -
Lease payments not included in the measurement
of lease liabilities 14(c) 18,007 4,361
Foreign exchange differences, net 13,545 (28,469)
Auditors’ remuneration 7,850 8,850
Fair value (gain)/loss on derivative instruments
— transactions not qualifying as hedges (2,817) 2,817
Losses on disposal of items of intangible assets - 1,969
Losses on disposal of items of property, plant and equipment 962 5,954
Impairment loss of property, plant and equipment 13 - 3,953
Gain on lease modification, net (154) -
Impairment loss of right-of-use assets 14(a) - 110
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PROFIT BEFORE TAX (Continued)

Note:

(i) Management fees represented the annual fees payable to the universities where the Group had entered into
cooperation agreements to operate independent colleges. Management fees are charged based on a certain
percentage of tuition fees received or receivable by the Group.

There are no forfeited contributions that may be used by the Group as the employer to reduce the existing level of
contributions.

** During the year, the amounts of depreciation of right-of-use assets of RMB74,034,000 (2021: RMB66,519,000) and
RMB3,287,000 (2021: RMB3,445,000) were recognised in profit or loss and capitalised as addition to construction in
progress, respectively.

A Gain on bargain purchase is included in “Other income and gains” in the profit or loss.

DIRECTORS’ AND CHIEF EXECUTIVE’'S REMUNERATION

Directors’ and chief executive’s remuneration for the year, disclosed pursuant to the Rules Governing the
Listing of Securities on The Stock Exchange of Hong Kong Limited (“Stock Exchange”), section 383(1)(a), (b), (c)
and (f) of the Hong Kong Companies Ordinance and Part 2 of the Companies (Disclosure of Information about
Benefits of Directors) Regulation, is as follows:

2022 2021

RMB’000 RMB’000

Fees 2,480 2,502
Other emoluments:

Equity-settled share option expense 1,098 =

Pension scheme contributions 71 60

1,169 60

3,649 2,562

During the year and in prior year, certain directors were granted share options, in respect of their services to
the Group, under the share option scheme of the Company, further details of which are set out in note 31 to
the financial statements. The fair value of such options, which has been recognised in profit or loss over the
vesting period, was determined as at the date of grant and the amount included in the financial statements for
the current year is included in the above directors’ and chief executive’s remuneration disclosures.
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8. DIRECTORS’ AND CHIEF EXECUTIVE’S REMUNERATION (Continued)
(@) Independent non-executive directors

The fees paid to independent non-executive directors during the year were as follows:

2022 2021

RMB’000 RMB’000

Mr. Zhang Jin 120 122
Mr. Chen Yunhua 120 122
Mr. Gao Hao 120 122
360 366

There were no other emoluments payable to the independent non-executive directors during the year
(2021: Nil).
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8. DIRECTORS’ AND CHIEF EXECUTIVE’'S REMUNERATION (Continued)

(b) Executive directors, non-executive directors and the chief executive

Salaries,
allowances Equity-settled Pension
and benefits share option scheme Total
Fees in kind expense contributions remuneration

RMB’000 RMB’000 RMB’000 RMB’000 RMB’000

Year ended 31 August 2022
Executive directors:

Mr. Wang Huiwu® 1,260 - - 36 1,296
Mr. Xu Changjun 459 - 220 - 679
Mr. Li Tao 401 - 219 35 655
2,120 - 439 71 2,630
Non-executive directors:
Mr. He Shengli - - 439 - 439
Mr. Lv Zhichao - - - - -
Mr. Tang Jianyuan - - 220 - 220
- - 659 - 659
2,120 - 1,098 71 3,289
Year ended 31 August 2021
Executive directors:
Mr. Wang Huiwu® 1,267 - - 30 1,297
Mr. Xu Changjun 464 = = — 464
Mr. Li Tao 405 - - 30 435
2,136 - - 60 2,196
Non-executive directors:
Mr. Wang Degen® = - _ _ _
Mr. He Shengli® = = - - -
Mr. Lv Zhichao - - - - -
Mr. Tang Jianyuan - - - - -
2,136 - - 60 2,196

Notes:
(i) Mr. Wang Huiwu is also the chief executive of the Company.

(if) On 24 June 2021, Mr. Wang Degen resigned as a director and Mr. He Shengli was appointed as a director of
the Company.

There was no arrangement under which a director or the chief executive waived or agreed to waive any
remuneration during the year.
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188

FIVE HIGHEST PAID EMPLOYEES

The five highest paid employees are detailed as follows:

Number of employees

2022 2021

Director 3
Non-director 2 4
5 5

Details of directors’ and chief executive’s remuneration are set out in note 8 above. Details of the remaining
highest paid employees who are neither a director nor chief executive of the Company for the year are as

follows:
2022 2021
RMB’000 RMB’000
Salaries, allowances and benefits in kind 1,447 3,738
Equity-settled share option expense 1,800 =
Pension scheme contributions 107 563
3,354 4,301

The number of the non-director and non-chief executive highest paid employees whose remuneration fell
within the following bands is as follows:

Number of employees

2022 2021

Nil to HK$1,000,000 - 2
HK$1,000,001 to HK$1,500,000 1

HK$2,500,001 to HK$3,000,000 1 1

2 4

During the year and in prior year, share options were granted to certain non-director and non-chief executive
highest paid employees in respect of their services to the Group, further details of which are included in the
disclosures in note 31 to the financial statements. The fair value of such options, which has been recognised
in profit or loss over the vesting period, was determined as at the date of grant and the amounts included in
the financial statements for the current year is included in the above non-director and non-chief executive
highest paid employees’ remuneration disclosures.
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NOTES TO FINANCIAL STATEMENTS
31 August 2022

INCOME TAX

The Group is subject to income tax on an entity basis on profits arising in or derived from the jurisdictions in
which members of the Group are domiciled and operate.

The Company was incorporated in the Cayman Islands as an exempted company with limited liability under
the Companies Law of the Cayman Islands and accordingly it is not subject to income tax from business
carried out in the Cayman Islands.

Hope Education Group (Hong Kong), a subsidiary incorporated in Hong Kong, is subject to income tax at a
rate of 16.5%. No provision for Hong Kong profits tax has been made as the Group had no assessable profits

derived from or earned in Hong Kong during the year.

Subsidiaries incorporated in Malaysia are subject to Malaysian corporate income tax at a rate of 24% during
the year.

Non-school subsidiaries incorporated in Thailand are subject to the corporate income tax rate of 20% and the
school incorporated in Thailand is exempted from corporate income tax during the year.

Corporate income tax of the Group has been provided at the applicable tax rates on the estimated taxable
profits arising in Mainland China during the year.

The major components of income tax expense of the Group are as follows:

2022 2021
RMB’000 RMB’000
Current — Mainland China
Corporate income tax for the year 119,415 66,298
Underprovision/(overprovision) in prior years, net 5,408 (884)
Current — Malaysia
Corporate income tax for the year 14,204 11,258
Underprovision/(overprovision) in prior years, net (629) 67
Deferred (note 29) 5,140 (9,393)
Total tax charged for the year 143,538 67,346
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10.

INCOME TAX (Continued)

A reconciliation of the tax expense applicable to profit before tax at the statutory rates for the jurisdictions/

countries in which the Company and the majority of its subsidiaries are domiciled to the tax expense at the

effective tax rates is as follows:

2022 2021
Notes RMB’000 RMB’000

Profit before tax 589,447 672,466
Less: Losses from/(profits generated by) companies

incorporated in the Cayman Islands* 168,327 (425,899)
Profit before tax by the Group other than companies

incorporated in the Cayman Islands 757,774 246,567
Tax/(notional tax) at the respective statutory tax rates:

— PRC subsidiaries, at 25% 167,471 61,553

— Hong Kong subsidiary, at 16.5% 2,935 (4,784)

— Malaysia subsidiaries, at 24% 14,482 7,044

— Thailand subsidiaries, at 20% 1,952 -
Lower tax rate for specific provinces or enacted by local

authorities (@) (32,827) (45,805)
Profits not subject to tax (b) (44,454) (18,740)
Losses/(profits) attributable to joint ventures and an associate (3,149) 63,308
Effect of withholding tax at 5% on the distributable profits

of the Group’s PRC subsidiary - 6,026
Effect on opening deferred tax of decrease in rates - (5,687)
Adjustments in respect of current tax of previous years 4,779 (817)
Tax losses utilised from previous years (646) (1,426)
Tax losses not recognised 31,534 5,231
Others 1,461 1,443
Tax charge at the Group’s effective rate 143,538 67,346

*

The loss from the Company and Tequ Mayflower Limited during the year mainly consisted of fair value losses on
convertible bonds, foreign exchange losses, which is not tax deductible pursuant to the rules and regulations of the
Cayman Islands.
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INCOME TAX (Continued)

Notes:

(a)

According to the Circular on Issues Concerning Tax Policies for In-depth Implementation of Western Development
Strategies, certain subsidiaries that are located in Sichuan Province and engaged in the encouraged business are
entitled to a preferential CIT rate of 15%. WFOE was established in Horgos, Xinjiang, the PRC and is exempted from
income tax for the first five years since 2018 in accordance with the preferential tax rules. Therefore, WFOE will be
subject to PRC corporate income tax at a rate of 25% after 2023.

According to the decision (the “2016 Decision”) of the Standing Committee of the National People’s Congress on
Amending the Private Schools Promotion Law (2B ARRE KR HEHEE S AN ER<PEAREFIBERIHE (R
#)E>H)RTE ), which was promulgated on 7 November 2016, and came into force on 1 September 2017, private
schools are no longer being classified as either schools for which the school sponsor(s) require reasonable returns or
schools for which the school sponsor(s) do not require reasonable returns. Instead, the school sponsor(s) of a private
school may choose for the school to be a for-profit private school or a non-profit private school, with the exception
that schools providing nine-year compulsory education must be non-profit.

On 14 May 2021, the State Council released the Implementation Rules for the Law for Promoting Private Education
of the PRC (FZE AR EFBEIR #1205 R X E i 1501)) with an effective date of 1 September 2021 (the “2021
Implementation Rules”). The 2021 Implementation Rules are the detailed implementation rules of the Law for
Promoting Private Education of the PRC. Pursuant to the 2016 Decision and the 2021 Implementation Rules, a
private school may enjoy the preferential tax policies, which are not defined under neither the 2016 Decision nor the
2021 Implementation Rules, as stipulated by the related government authorities and a non-profit school may enjoy
the same tax policies as enjoyed by a public school.

As at the date of approval of these financial statements, the PRC Schools are in the process of classification
registrations and remain as private non-enterprise units.

Considering that the relevant taxation policy regarding schools for which the school sponsor(s) require reasonable
returns or schools for which the school sponsor(s) do not require reasonable returns remains unchanged and no
further new and specific tax implementation regulations are announced, if the school nature has not yet been
changed, in accordance with the tax compliance confirmations obtained from the local tax authorities and the
Group’s external legal advisor’s opinion on the preferential tax treatments for the current year, the PRC Schools did
not pay corporate income tax for the income from formal educational services and have enjoyed the preferential
tax treatments during the year. Following the completion of the registration of the PRC Schools as for-profit private
schools, the PRC Schools may be subject to corporate income tax at a statutory rate of 25% in respect of income
from the provision of formal educational services, if they do not enjoy any preferential tax treatment.

Pursuant to the PRC Corporate Income Tax Law and the respective regulations, all of the Group’s non-school

subsidiaries established in the PRC are subject to PRC corporate income tax at a rate of 25% during the year, except
WFOE and those subsidiaries which are mentioned above.

HOPE EDUCATION GROUP CO., LTD. e 2022 ANNUAL REPORT 191



NOTES TO FINANCIAL STATEMENTS
31 August 2022

11.

12.

192

DIVIDENDS

Proposed final — Nil (2021: HK4 cents) per ordinary share

2022 2021
RMB’000 RMB’000
- 259,908

At the meeting of the board of directors held on 30 November 2022, the Directors resolved not to pay dividend

for the year ended 31 August 2022.

EARNINGS PER SHARE ATTRIBUTABLE TO ORDINARY EQUITY HOLDERS OF THE COMPANY

The calculations of the basic and diluted earnings per share attributable to ordinary equity holders of the

Company are based on the following data:

Earnings
Profit attributable to ordinary equity holders of the Company,
used in the basic earnings per share calculation
Add/(Less): Fair value gains and foreign exchange differences on
convertible bonds

Profit attributable to ordinary equity holders of the Company, before fair
value gains and foreign exchanges on convertible bonds used in the
diluted earnings per share calculation

Notes
Shares
Weighted average number of ordinary shares used in the basic
earnings per share calculation (i)
Effect of dilution — weighted average number of ordinary shares: (ii)

Share options
Convertible bonds

Weighted average number of ordinary shares used in the diluted
earnings per share calculation

HOPE EDUCATION GROUP CO., LTD. e 2022 ANNUAL REPORT

2022 2021
RMB’000 RMB’000
444,641 605,505
119,723 (875,954)
564,364* 229,551
Number of shares

2022 2021
8,017,046,404 7,610,738,110
17,450,381 134,596,655
634,545,925 272,275,741
8,669,042,710* 8,017,610,506




NOTES TO FINANCIAL STATEMENTS
31 August 2022

12. EARNINGS PER SHARE ATTRIBUTABLE TO ORDINARY EQUITY HOLDERS OF THE COMPANY
(Continued)

Notes:

@)

(ii)

The weighted average number of 8,017,046,404 ordinary shares in issue during the year ended 31 August 2022 has
been adjusted to reflect the new shares issue as set out in note 30 to the financial statements (2021: 7,610,738,110
ordinary shares in issue during the year ended 31 August 2021).

The weighted average number of ordinary shares were assumed to have been issued at no consideration on the
deemed exercise of all dilutive potential ordinary shares into ordinary shares.

Because the diluted earnings per share amount is increased when taking convertible bonds into account, they had an
anti-dilutive effect on the basic earnings per share for the year and were ignored in the calculation of diluted earnings
per share. In addition, no adjustment has been made to the basic earnings per share amount presented for the year
ended 31 August 2022 in respect of a dilution for the share options granted during the year as the exercise price was
higher than the average market price of the Company from the grant date to 31 August 2022. Therefore, the diluted
earnings per share amounts are based on the profit for the year of RMB444,641,000, and the weighted average
number of ordinary shares of 8,034,496,785 in issue during the year.
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13. PROPERTY, PLANT AND EQUIPMENT

194

Freehold Furniture Motor  Devices and Construction
land Buildings  and fixtures vehicles  equipment in progress Total
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
31 August 2022
At 1 September 2021:
Cost 90,799 7,401,080 527,132 26,488 508,076 1,086,802 9,640,377
Accumulated depreciation
and impairment - (602,946) (271,411) (16,111) (323,937) - (1,214,405)
Net carrying amount 90,799 6,798,134 255,721 10,377 184,139 1,086,802 8,425,972
At 1 September 2021, net of
accumulated depreciation and
impairment 90,799 6,798,134 255,721 10,377 184,139 1,086,802 8,425,972
Additions - 163,499 102,054 4,989 95,399 1,335,805 1,701,746
Acquisition of subsidiaries
(note 33) 70,362 657,757 39,304 3,472 66,995 800 838,690
Disposals - (150) (204) (138) 97) (589) (1,178)
Disposal of a subsidiary - - - - (15) - (15)
Depreciation provided during the
year - (183,862) (90,609) (4,687) (96,852) - (376,010)
Depreciation capitalised (note 14) - - - - - 3,287 3,287
Transfers - 1,065,246 2,838 - 3,453 (1,071,537 -
Exchange realignment (2,816) (7,265) (162) (20) (191) 3 (10,457)
At 31 August 2022, net of
accumulated depreciation and
impairment 158,345 8,493,359 308,942 13,993 252,331 1,354,565 10,582,035
At 31 August 2022:
Cost 158,345 9,279,261 669,451 34,727 671,681 1,354,565 12,168,030
Accumulated depreciation and
impairment - (785,902) (360,509) (20,734) (418,850) - (1,585,995)
Net carrying amount 158,345 8,493,359 308,942 13,993 252,331 1,354,565 10,582,035
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13. PROPERTY, PLANT AND EQUIPMENT (Continued)

Freehold Furniture Motor  Devicesand  Construction
land Buildings  and fixtures vehicles equipment  in progress Total
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000 RMB’000 RMB’000

31 August 2021
At 1 September 2020:

Cost - 4,555,983 357,392 10,999 329,356 572,715 5,826,445
Accumulated depreciation - (361,190) (194,579 (5,368) (200,158) - (761,295)
Net carrying amount - 4,194,793 162,813 5,631 129,198 572,715 5,065,150

At 1 September 2020, net of

accumulated depreciation - 4,194,793 162,813 5,631 129,198 572,715 5,065,150
Additions - 5,565 86,486 5,242 51,176 1,351,610 1,500,079
Acquisition of subsidiaries 95,343 1,774,028 71,983 3,147 70,674 139,094 2,154,269
Disposals - 17) (1,054) (56) (422) (4,808) (6,357)
Depreciation provided during

the year - (121,942) (63,422) (3,499 (66,979) - (255,842)
Depreciation capitalised (note 14) - - - - - 3,445 3,445
Impairment - (1,635) (901) (46) (1,371) - (3,953)
Transfers - 972,476 - - 2,649 (975,125) -
Exchange realignment (4,544) (25,134) (184) (42) (786) (129) (30,819)

At 31 August 2021, net of
accumulated depreciation and
impairment 90,799 6,798,134 255,721 10,377 184,139 1,086,802 8,425,972

At 31 August 2021:

Cost 90,799 7,401,080 527,132 26,488 508,076 1,086,802 9,640,377
Accumulated depreciation and
impairment - (602,946) (271,411) (16,111) (323,937) - (1,214,405
Net carrying amount 90,799 6,798,134 255,721 10,377 184,139 1,086,802 8,425,972
Notes:

(@) As at 31 August 2022, the Group was in the customary process of obtaining the relevant property ownership
certificates for certain buildings with an aggregate net carrying amount of approximately RMB1,965,261,000 (2021:
RMB2,387,034,000). The Group’s buildings can only be sold, transferred or mortgaged when the relevant certificates
have been obtained.

(b) As at 31 August 2022, certain of the Group’s property, plant and equipment with a net carrying amount of
RMB301,790,000 (2021: RMB140,432,000) were pledged to secure the bank loans granted to the Group (note 27(a)).
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14,

196

LEASES
The Group as a lessee

The Group has lease contracts for various items of leasehold land, school campuses, dormitories and motor
vehicles used in its operations. Lump sum payments were made upfront to acquire the leased land from the
governments with lease periods of 20 to 900 years, and no ongoing payments will be made under the terms
of these land leases. Leases of dormitories generally have lease terms between 11 and 12 years, while motor
vehicles generally have lease terms within 2 years and equipment has lease terms of 4 years. Leases of school
campuses generally have lease terms from 2 to 26 years. Generally, the Group is restricted from assigning
and subleasing the leased assets outside the Group.

(@) Right-of-use assets

The carrying amounts of the Group’s right-of-use assets and the movements during the year are as

follows:
Leasehold School Motor
land Dormitories campuses vehicles Equipment Total
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
As at 1 September 2021 1,279,529 85,070 39,037 72 1,704 1,405,412
Additions 407,525 - 1,399 - 53 408,977
Acquisition of subsidiaries
(note 33) 220,257 - - - - 220,257
Depreciation charged to profit
or loss during the year (40,885) (12,846) (19,762) (63) (478) (74,034)
Depreciation capitalised (3,287) - - - - (3,287)
Lease modification - (1,159) 971 - - (188)
Exchange realignment (212) (1) (157) - (16) (386)
As at 31 August 2022 1,862,927 71,064 21,488 9 1,263 1,956,751
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14. LEASES (Continueq)
The Group as a lessee (Continued)
(@) Right-of-use assets (Continued)
Leasehold School Motor

payments Dormitories ~ campuses vehicles  Equipment Total
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000 RMB’000

As at 1 September 2020 1,037,922 98,019 38,021 135 - 1,174,097
Additions 82,392 30 801 - 1,715 84,938
Acquisition of subsidiaries

(note 33) 192,787 186 25,367 - 2,127 220,467
Depreciation charged to profit

or loss during the year (28,756) (13,160) (23,971) (63) (569) (66,519)
Depreciation capitalised (3,445) - - - - (3,445)
Impairment - - - = (110) (110)
Lease modification - - (137) - (1,365) (1,502)
Exchange realignment (1,371) (5) (1,044) - (94) (2,514)
As at 31 August 2021 1,279,529 85,070 39,037 72 1,704 1,405,412
Note:

(i) As at 31 August 2022, the Group’s leasehold land with a net carrying amount of approximately RMB29,901,000
(2021:RMB55,995,000) were pledged to secure the bank loans granted to the Group (note 27(a)).
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LEASES (Continued)
The Group as a lessee (Continued)
(b) Lease liabilities

The carrying amount of lease liabilities and the movements during the year are as follows:

2022 2021
RMB’000 RMB’000
Carrying amount at beginning of year 171,395 149,094
New leases 1,451 2,893
Acquisition of subsidiaries (note 33) 6,969 51,222
Accretion of interest recognised during the year 9,508 11,317
Lease modification (342) (1,716)
Covid-19-related rent concession from a lessor - (1,927)
Payments (27,959) (37,284)
Reclassification of IICKL lease liabilities to other payables (note (ii)) (17,005) -
Exchange realignment (514) (2,204)
Carrying amount at end of the year 143,503 171,395
Analysed into:
Current portion 27,197 30,927
Non-current portion 116,306 140,468

Notes:

(i) The maturity analysis of lease liabilities is disclosed in note 39 to the financial statements.

(i) The reclassification is due to the statutory demand letter received by INTI International College Kuala Lumpur
Sdn. Bhd.(“lICKL”) from certain lessors after the IICKL have passed a resolution to close down IICKL effective
from 30 June 2022 on 30 April 2021. lICKL is obliged to settle the remaining lease payments made up of rental
in arrears and interest charges payable from October 2021 to December 2021 and full rent for the remaining

lease period up till 31 October 2024.
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14. LEASES (Continued)

The Group as a lessee (Continued)

(¢) The amounts recognised in profit or loss in relation to leases are as follows:

2022 2021
RMB’000 RMB’000
Interest on lease liabilities 9,508 11,317
Depreciation charge on right-of-use assets 74,034 66,519
Expense relating to short-term leases (included in cost of sales and
administrative expenses) 18,007 4,361
Covid-19-related rent concession from a lessor - (1,927)
Gains on lease modification (154) (214)
Impairment loss of right-of-use assets - 110
Total amount recognised in profit or loss 101,395 80,166

(d) The total cash outflow for leases is disclosed in note 36(c) to the financial statements.

The Group as a lessor

The Group leased certain schools’ spaces and buildings under operating lease arrangements. The terms of
the leases generally also require the tenants to pay security deposits and provide for periodic rent adjustments
according to the then prevailing market conditions. Rental income recognised by the Group during the
year was RMB10,348,000 (2021: RMB13,699,000), details of which are included in note 5 to the financial
statements.

At 31 August 2022, the undiscounted lease payments receivable by the Group in future periods under non-
cancellable operating leases with its tenants are as follows:

2022 2021

RMB’000 RMB’000

Within one year 21,723 8,983
After one year but within two years 18,123 2,567
After two years but within three years 1,592 1,975
After three years but within four years 621 1,481
After four years but within five years 483 555
After five years 5,732 6,211
48,274 21,772
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15. INTERESTS IN LAND HELD FOR PROPERTY DEVELOPMENT

2022 2021
RMB’000 RMB’000
Interests in land held for property development 575,317 142,592

The Group’s interests in land use rights for property development were in respect of prepayments for the
rights to use certain pieces of land situated in Mainland China over fixed periods and held under leases with
terms of 40 to 70 years.

16. INVESTMENT PROPERTY

The Group’s investment property is freehold land in Malaysia owned by INTI Group. As at 31 August 2022,
the fair value of the investment property was estimated to be approximately RMB39,000,000 consistent with
the valuation performed by Jones Lang Wootton, an independent professionally qualified valuer. Selection
criteria of the external valuer include market knowledge, reputation, independence and whether professional
standards are maintained. The valuation was determined using the comparison approach. Sales prices of
comparable properties in close proximity are adjusted for differences in key attributes such as property
size. The most significant input into this valuation approach is the price per square meter. The fair value
measurement hierarchy of the investment property requires certain significant unobservable inputs (Level 3).

17. OTHER INTANGIBLE ASSETS

Licences to

Cooperation operate

arrangement under-

to operate graduate

Trade name independent institutions
(Note (i) Software college (Note (ii)) Total

RMB’000 RMB’000 RMB’000 RMB’000 RMB’000

31 August 2022
Cost at 1 September 2021, net of

accumulated amortisation 149,075 51,280 11,321 585,435 797,111
Additions - 15,075 - - 15,075
Acquisition of subsidiaries (note 33) - 4,336 - 471,983 476,319
Amortisation provided during the year - (8,028) (4,358) (18,897) (31,283)
Exchange realignment (1,141) (11) - - (1,152)
At 31 August 2022 147,934 62,652 6,963 1,038,521 1,256,070

At 31 August 2022

Cost 147,934 100,026 17,438 1,065,978 1,331,376
Accumulated amortisation - (37,374) (10,475) (27,457) (75,306)
Net carrying amount 147,934 62,652 6,963 1,038,521 1,256,070
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31 August 2021

Cost at 1 September 2020, net of
accumulated amortisation

Additions

Acquisition of subsidiaries

Disposals

Derecognised during the year

Amortisation provided during the year

Exchange realignment

At 31 August 2021

At 31 August 2021
Cost
Accumulated amortisation

Net carrying amount

Notes:

17. OTHER INTANGIBLE ASSETS (Continued)

NOTES TO FINANCIAL STATEMENTS

31 August 2022

Licences to
Cooperation operate
arrangements under-
to operate graduate
Trade name independent institutions
(Note (i) Software colleges (Note (ii)) Total
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
- 34,266 91,916 86,109 212,291
- 14,291 - - 14,291
156,536 14,049 - 505,373 675,958
= (3,640 = — (3,640)
- - (77,183) - (77,183)
- (7,584) (3,412) (6,047) (17,043)
(7,461) (102) - - (7,563)
149,075 51,280 11,321 585,435 797,111
149,075 80,626 17,438 593,995 841,134
- (29,346) 6,117) (8,560) (44,023)
149,075 51,280 11,321 585,435 797,111

(i) Trade name acquired through the acquisition of INTI Group is considered by management of the Group as having an
indefinite useful life because it is expected to contribute to net cash inflows indefinitely. The trade name will not be
amortised until its useful life is determined to be finite. Instead, it will be tested for impairment annually and whenever
there is an indication that it may be impaired. Particulars of the impairment testing are disclosed in note 18 to the

financial statements.

(i)  The licences to operate undergraduate institutions are amortised on the straight-line basis over their estimated useful
lives by considering the expected usage of the assets and legal or similar limits on the use of the assets. The net
carrying amount of these licences and the estimated useful lives are as follows:

Yinchuan University of Energy

College of Science and Technology

Pioneer College
Shaanxi University

2022
RMB’000

81,082
243,036
247,233
467,170

1,038,521

Estimated
useful life

35 years
46 years
49 years
49 years
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202

GOODWILL

The carrying amounts of goodwill as at 31 August 2022 and 2021 are as follows:

2022 2021

RMB’000 RMB’000

(Restated)

Cost and net carrying amount at beginning of year 1,296,672 590,456
Acquisition of subsidiaries (note 33) 736,070 715,881
Exchange realignment (1,476) (9,665)
Cost and net carrying amount at end of year 2,031,266 1,296,672

Notes:
(i) The carrying amount of trade name with indefinite useful life was set out in note 17.

(i) Following the completion of the review on fair value during the year, the Group made a retrospective adjustment of
RMB25,132,000 to the provisional “Accruals and other payables” originally recorded during the year ended 31 August
2021 arising from the acquisition of Pioneer College. The adjustment resulted in a restatement to the “Accruals and
other payables - rental payable” and goodwill in the consolidated statement of financial position. The effect of the
adjustment made during the 12-month period from acquisition date (the “Measurement Period”) in the consolidated
statement of financial position is set out below:

Fair value Adjustment Fair value

recognised during the recognised

on the Measurement on the

acquisition date Period  acquisition date

RMB’000 RMB’000 RMB’000

(Restated)

Property, plant and equipment 404,279 - 404,279
Right-of-use assets 61,558 - 61,558
Other intangible assets 255,442 - 255,442
Cash and bank balances 34,968 - 34,968
Prepayments and other receivables 708 - 708
Contract liabilities (44,904) - (44,904)
Accruals and other payables (87,801) (25,132) (112,933)
Due to the Group (175,847) = (175,847)
Bank loans and other borrowings (16,756) - (16,756)
Deferred income (493) - (493)
Total identifiable net assets at fair value 431,154 (25,132) 406,022
Total consideration 500,000 - 500,000
Less: Net assets acquired (431,154) 25,132 (406,022)
Goodwill 68,846 25,132 93,978
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NOTES TO FINANCIAL STATEMENTS
31 August 2022

GOODWILL (Continued)

Impairment testing of goodwill and intangible asset with indefinite useful life

Goodwill and trade name acquired through business combinations are allocated to the following cash-
generating units (“CGU”) for impairment testing:

o Sichuan Tianyi College cash-generating unit (“Tianyi College CGU”);

° Jinci College of Shanxi Medical University cash-generating unit (“Jinci College CGU”);

o Sichuan TOP IT Vocational Institute cash-generating unit (“TOP Institute CGU”);

o Yinchuan University of Energy cash-generating unit (“Yinchuan Energy CGU”);

° Suzhou Top Institute cash-generating unit (“Suzhou Top CGU”);

o Inti Education Holdings Sdn. Bhd. and its subsidiaries cash-generating unit (“INTI Group CGU”);

° Nanchang Vocational Institute (“Nanchang Institute CGU”);

° Jinken College cash-generating unit (“Jinken College CGU”);

o Pioneer College cash-generating unit (“Pioneer College CGU”);

° College of Science and Technology cash-generating unit (“ST College CGU”); and

° Xi’an Shaanxi University cash-generating unit (“Shaanxi University CGU”)
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GOODWILL (Continued)

Impairment testing of goodwill and intangible asset with indefinite useful life (Continueqd)

The carrying amount of goodwill and trade name allocated to each CGU at the end of the reporting period is

as follows:
2022 2021
RMB’000 RMB’000
(Restated)
Tianyi College CGU 36,865 36,865
Jinci College CGU 16,311 16,311
TOP Institute CGU 427,967 427,967
Yinchuan Energy CGU 10,795 10,795
Suzhou Top CGU 98,518 98,518
INTI Group CGU 339,567* 342,184
Nanchang Institute CGU 38,122 38,122
Jinken College CGU 354,588 354,588
Pioneer College CGU 93,978 93,978
ST College CGU 26,419 26,419
Shaanxi University CGU 736,070 =
2,179,200 1,445,747

The recoverable amount of each of the above CGUs had been determined based on a value-in-use calculation
using cash flow projections based on financial budgets covering a five-year period approved by management.
The long-term growth rate used to extrapolate the cash flows of the above CGUs during the terminal period is
0% and the inflation rate are 2.4% and 2.3% for INTI Group CGU and other CGUs, respectively.

* Include intangible asset with indefinite useful life of RMB147,934,000 (note 17(i)).

Assumptions were used in the value-in-use calculation of each of the above CGUs for 31 August 2022. The
following describes each key assumption on which management has based its cash flow projections to
undertake impairment testing of goodwill:

Budgeted revenue — The budgeted revenue is based on the historical data and management’s expectation on
the future market. It mainly consists of the budgeted tuition and boarding fees, which are dependent on the
number of students and the unit price of tuition and boarding fees.

Budgeted EBIT — The basis used to determine the value assigned to the budgeted earnings before interest

and taxes (“EBIT”) is the average EBIT achieved in the year immediately before the budget year, increased for
expected efficiency improvements, and expected market development.
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18. GOODWILL (Continued)
Impairment testing of goodwill and intangible asset with indefinite useful life (Continueq)

Pre-tax discount rate — The pre-tax discount rate reflects the risks relating to the relevant CGUs, and is
determined using the capital asset pricing model with reference to the beta coefficient and debt ratio of
certain public listed companies conducting business in the PRC education industry. The pre-tax discount rate
used in the value-in-use calculation for each CGU is as follows:

2022 2021
Tianyi College CGU 13% 14%
Jinci College CGU 13% 14%
TOP Institute CGU 13% 14%
Yinchuan Energy CGU 13% 14%
Suzhou Top CGU 13% 14%
INTI Group CGU 18% 18%
Nanchang Institute CGU 13% 14%
Jinken College CGU 13% 14%
Pioneer College CGU 13% 14%
ST College CGU 13% 14%
Shaanxi University CGU 13% 14%

The values assigned to the key assumptions on the market development of the cash-generating unit and
discount rate are consistent with external information sources.

The directors have estimated the reasonably possible changes in those factors and acknowledged that, even
if the most unfavourable possible values were assigned to those factors, the recoverable amounts of the
respective CGUs then calculated, after incorporating any consequential effects of such assignments on the
other variables used to measure the recoverable amounts of the respective CGUs, would still exceed their
respective carrying amounts.
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INVESTMENT IN A JOINT VENTURE

2022 2021

RMB’000 RMB’000

Share of net assets 318,273 286,750
Goodwill on acquisition 218,776 218,776
Unrealised gains from downstream transactions to joint ventures (7,226) (4,696)
529,823 500,830

The Group’s loans to the joint venture are disclosed in note 35(b) to the financial statements.

Particulars of the Group’s joint ventures are as follows:

Place of Percentage of
registrationand ~ Ownership Voting Profit
Name Registered capital  business interest power sharing
Gongging College of RMB216,468,000 The PRC/ 100% (i) 100%
Nanchang University Mainland China

Gongging College of Nanchang University is accounted for as a joint venture even though
100% ownership interest and a 100% profit sharing right in Gongging College of Nanchang

Principal activities

Provision of higher
education services

the Group owns a
University. As the

articles of association of Gongging College of Nanchang University, all decisions about the relevant activities

require the unanimous consent from all the members of the board of directors of Nan

chang University,

and only three directors were appointed by the Group among the nine members of the board of directors.

Therefore, the Group is able to exercise joint control over Gongging College of Nanchang University. The

above investment is indirectly held by the Company.
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INVESTMENT IN A JOINT VENTURE (Continued)

The following table illustrates the summarised financial information in respect of Gongqging College of
Nanchang University, which is considered a material joint venture of the Group, reconciled to the carrying
amounts in the financial statements:

2022 2021
RMB’000 RMB’000
Cash and cash equivalents 94,458 72,850
Other current assets 24,338 22,329
Non-current assets, excluding goodwill 344,600 326,900
Goodwill on acquisition of the joint venture 218,776 218,776
Contract liabilities (83,543) (74,969)
Other-current liabilities (61,580) (60,360)
Net assets 537,049 505,526
Net assets, excluding goodwill 318,273 286,750
Reconciliation to the Group’s share of net assets of the joint venture:
Proportion of the Group’s ownership 100% 100%
Group’s share of net assets of the joint venture, excluding goodwiill 318,273 286,750
Goodwill on acquisition of the joint venture 218,776 218,776
Unrealised gains from downstream transactions to a joint venture (7,226) (4,696)
Carrying amount of the investment 529,823 500,830
Period from

For the year the acquisition
ended  date of 9 April
31 August to 31 August

2022 2021

RMB’000 RMB’000

Revenue 99,784 32,303
Interest income 116 16
Depreciation and amortisation (17,568) (8,929)
Finance costs (493) (230)
Profit for the year/period 31,523 790
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INVESTMENT IN AN ASSOCIATE
2021
RMB’000
Share of net assets 293,491
Goodwill on acquisition 87,846

381,337

The Group indirectly held 8.75% equity interests in Dingli Corp., Ltd. (“Dingli”) through its indirectly owned
subsidiary, Sichuan Tequ Mayflower Education Management Co., Ltd. (“Tequ Mayflower”). The Group is in the
position to exercise significant influence on Dingli and accounted for it using the equity method.

On 31 August 2021, the Group entered into an equity transfer agreement to dispose of its 100% equity
interest in Tequ Mayflower to Chengdu Pengyang Enterprise Management Consulting Limited, a related party,
at a total consideration of RMB527,000,000, which in turn indirectly disposed of the 8.75% equity interests
in Dingli. The disposal had been approved at the extraordinary general meeting of the Company held on 20
November 2021. The net assets of Tequ Mayflower at the date of the disposal are as follows:

RMB’000

Net assets disposed of:
Property, plant and equipment 15
Investment in an associate 362,410
Cash and bank balances 59,422
Prepayments and other receivables 646
Due from the Group 69,157
Accruals and other payables (6,613)
485,037
Gain on disposal of a subsidiary 41,963
527,000

Satisfied by:

Cash 20,000
Due from a related party 507,000

527,000
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NOTES TO FINANCIAL STATEMENTS
31 August 2022

INVESTMENT IN AN ASSOCIATE (Continued)

An analysis of the net outflow of cash and cash equivalents in respect of the disposal of a subsidiary is as
follows:

RMB’000

Cash and bank balances disposed of 59,422

Cash received during the year 20,000

Net outflow of cash and cash equivalents in respect of the disposal of a subsidiary 39,422
TRADE RECEIVABLES

2022 2021

RMB’000 RMB’000

Tuition and boarding fee receivables 127,124 126,106

The outstanding trade receivables represent amounts due from students who have applied for the monthly
instalment plan and amounts due from certain students who have applied for scholarships receivable from
the government. There is no fixed term for the trade receivables. The trade receivables have no recent history
of default. The Group does not hold any collateral or other credit enhancements over its trade receivable
balances. Trade receivables are non-interest-bearing.

An ageing analysis of the trade receivables as at the end of the reporting period, based on the transaction
date and net of loss allowance, is as follows:

2022 2021

RMB’000 RMB’000

Within 1 month 43,074 38,250
1 to 2 months 1,123 1,322
2 to 3 months 10,734 9,284
Over 3 months 72,193 77,250
127,124 126,106

An impairment analysis is performed at each reporting date using a provision matrix to measure expected
credit losses. The provision rates are based on ageing. The calculation reflects the time value of money and
reasonable and supportable information that is available at the reporting date about past events, current
conditions and forecasts of future economic conditions. No expected credit losses were provided as it is
assessed the overall expected credit loss rate for the above financial assets measured at amortised cost to be
minimal.

None of the above trade receivables is either past due or impaired.
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22. PREPAYMENTS, DEPOSITS AND OTHER RECEIVABLES

210

Current portion:

Loans to third parties

Interest receivables from third parties
Cash in transit

Prepayments for management fees
Prepaid expenses

Deposits

Staff advances

Interest receivable from time deposits
Amounts due from the local finance department
Amounts due from a former related party
Loans to the government

Bills receivable

Other receivables

Non-current portion:

Prepayments for property, plant and equipment
Prepayments for intangible assets
Prepayments for acquisitions

Prepayments for land lease payments

Loans to a third party

Security deposits for other borrowings
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2022 2021
Notes RMB’000 RMB’000
(@) 528,550 576,551
@) 180,110 138,701
(b) 49,134 84,621
7() 1,531 1,531
42,051 29,451

32,390 28,031

12,367 6,112

21,722 13,038

©) 85,513 96,631
35(b) 181,587 -
8,455 -

10,000 -

62,447 41,411

1,215,857 1,016,078

33,146 26,927

10 -

50,000 412,955

226,816 419,508

(@) 30,000 -
34,140 -

374,112 859,390

1,589,969 1,875,468




22. PREPAYMENTS, DEPOSITS AND OTHER RECEIVABLES (Continued)

Notes:

(@) Loans to third parties and interest receivables from third parties consisted of:

Guixi Property
Principal
Interest receivables

Shaanxi University
Principal
Interest receivables

Zhongsheng Real Estate
Principal
Interest receivables

NOTES TO FINANCIAL STATEMENTS
31 August 2022

2022 2021

Notes RMB’000 RMB’000
@)

446,550 446,550

148,761 115,353

595,311 561,903

- 60,000

- 253

- 60,253
(i)

112,000 70,001

31,349 23,095

143,349 93,096

738,660 715,252
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22. PREPAYMENTS, DEPOSITS AND OTHER RECEIVABLES (Continuead)

212

Notes: (Continued)

@

Loans to third parties and interest receivables from third parties consisted of: (continued)

(i)

(ii)

Loans of RMB446,550,000 to Chengdu Wuhou Guixi Property Development Company Limited (“Guixi
Property”), a company controlled by the previous ultimate shareholder of Sichuan TOP IT Vocational Institute,
which bear interest at a fixed rate of 7.5% per annum and will become mature within two years from the date
when the loans were granted. The interest will be paid half-yearly, and the principal of the loans will be repaid
in a lump sum as the loans become mature. The loans are secured by the pledge of buildings and certain car
parks (the “Collaterals”) belonging to Guixi Property. Meanwhile, the Group requested property preservation
on a 40% equity interests held by Guixi Property and a receivable from the disposal of a sponsor rights of a
hospital (the “Preserved Properties”), which had been passed by people’s court.

As at 31 August 2022, the principal and interest receivables due from Guixi Property have been past due.
The Group does not recognise any expected credit losses (“ECLs”) as the expected discounted cash flow
from the Collaterals and the Preserved Properties as at 31 August 2022 is approximate to RMB602,349,000,
which is over the principal loans and the interest receivables. The fair value of the Collaterals and the expected
discounted cash flow from the Collaterals and the Preserved Properties are determined by independent
qualified valuers. The Group has taken actions in recovering the loans and interest receivables through the
Collaterals and the Preserved Properties.

The balance represented a loan to Chongqging Zhongsheng Real Estate Development Company Limited
(“Zhongsheng Real Estate”), a former subsidiary of the Group, which bears interest at a fixed rate of 8% per
annum. The loan and interest receivable are secured by 100% equity interests in Zhongsheng Real Estate,
of which the fair value is over the principle of the loan and the interest receivable. The fair value of the equity
interests in Zhongsheng is determined by an independent qualified valuer.

The cash in transit represents the fees collected through third party online payment service providers at the end of
the reporting period, which have yet to be transferred to the respective bank accounts of the Group at the end of the
reporting period.

Amounts due from the local finance department represented the receipt of tuition and boarding fees for the new
fall semester by Pioneer College, which needed to be transferred to the local finance department upon receipt
and Pioneer College will apply to the local finance department for the return later. Amounts due from local finance
department of RMB85,513,000 have been received in September 2022.

Except as disclosed above, all the receivables are interest-free, are not secured with collateral and have no recent history of
default.
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NOTES TO FINANCIAL STATEMENTS

CASH AND CASH EQUIVALENTS AND PLEDGED AND RESTRICTED DEPOSITS

31 August 2022

2022 2021
Notes RMB’000 RMB’000
Cash and bank balances 2,773,514 4,534,404
Time deposits with original maturity of over three months 260,000 280,000
3,033,514 4,814,404
Less:
Pledged deposits for:
Bank loans - current 27(a) (261,075) (12,823)
Bank loans — non-current 27(a) - (260,000)
Performance guarantee — current - (8,000)
Restricted bank balances in escrow accounts (i)
Current - (130,553)
Non-current (36,193) (36,083)
Other restricted bank balances — current (10,982) (9,658)
Total pledged and restricted deposits (308,250) (457,117)
Cash and cash equivalents 2,725,264 4,357,287

Note:

(i) The amount represents cash received from relating authorities and placed into escrow accounts for the construction
of a new campus and procurement of school equipment in Jiangxi Province. During the year, a government grant of
RMB130,000,000 and interest income arising thereon of RMB553,000 had been released from the escrow accounts

and repaid to the government following the termination of the construction of a new campus.
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23. CASH AND CASH EQUIVALENTS AND PLEDGED AND RESTRICTED DEPOSITS (Continued)

24,

214

The cash and bank balances were denominated in the following currencies:

2022 2021

RMB’000 RMB’000

RMB 2,533,467 3,885,035
Hong Kong dollar (“HK$”) 31 14,867
Malaysian ringgit (“RM”) 149,612 153,687
United States dollar (“US$”) 302,555 760,796
Thailand Baht (“THB”) 47,849 19
Cash and bank balances 3,033,514 4,814,404

The RMB is not freely convertible into other currencies, however, under Mainland China’s Foreign Exchange

Control Regulations and Administration of Settlement, Sale and Payment of Foreign Exchange Regulations,

the Group is permitted to exchange RMB for other currencies through banks authorised to conduct foreign

exchange business.

Cash at banks earns interest at floating rates based on daily bank deposit rates. The time deposits are made

for three months to three years and earn interest at the deposit rates ranging from 0.375% to 4.20% per
annum (2021: 2.94% to 4.20%). The bank balances, pledged and restricted deposits are deposited with

creditworthy banks with no recent history of default.

TRADE PAYABLES

An ageing analysis of the trade payables as at the end of the reporting period, based on the invoice date, is as

follows:
2022 2021
RMB’000 RMB’000
Within 1 month 10,137 28,756
1 to 2 months 2,097 6,260
2 to 3 months 1,488 1,788
Over 3 months 44,857 20,905
58,579 57,709

The trade payables are non-interest-bearing and are normally settled on the terms of one to ten months.
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31 August 2022

25. OTHER PAYABLES AND ACCRUALS

2022 2021
Notes RMB’000 RMB’000
(Restated)
Current portion:
Payables for purchase of property, plant and equipment 853,337 911,724
Payables for the acquisition of equity interests (v) 631,953 686,629
Miscellaneous advances received from students (i) 197,553 170,780
Accrued bonuses and other employee benefits 188,237 119,357
Government scholarship 142,363 96,385
Payables for purchase of teaching materials and
operating expenditure 25,610 27,754
Payables for management fees 7(i) 45,580 54,380
Rental payable 96,665 48,441
Deposits 68,386 70,256
Other taxes payable 123,508 113,961
Other payables and accrued expenses 308,239 232,201
Loans from third parties (Vi) 92,003 -
Construction loan from the Mianzhu Education Bureau (ii) 75,832 75,832
Payables for conversion of certain independent
colleges into fully private colleges (iif) 106,330 76,698
Payables for government grant related to assets - 130,000
Payable for land lease payments 105,210 -
3,060,806 2,814,398
Non-current portion:
Payables for conversion of certain independent
colleges into fully private colleges (iif) 559,813 609,288
Liability of a put option granted to a shareholder (iv) 313,098 -
Other payables 12,220 10,164
885,131 619,452
3,945,937 3,433,850
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25. OTHER PAYABLES AND ACCRUALS (Continued)
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Notes:

@)

(ii)

(i)

(iv)

(vi)

The advances received from students represented expenses relating to textbooks, military training, medical
examination and insurance, etc. collected from students which will be paid out on behalf of students.

Sichuan Tianyi College obtained an interest-free and non-repayable construction loan from the Mianzhu Education
Bureau in 2015.

The amount includes fees payable for conversions of College of Guizhou Qiannan Economics and College of Science
and Technology from independent colleges into fully private colleges in prior year. The amount of RMB559,813,000 is
payable above twelve months and presented as non-current liabilities.

The liability of a put option granted to a shareholder is accounted for as financial liability at amortised cost, as further
detailed in note 33 to the financial statements.

51% of the equity interest in Inner Mongolia Pu Rui Chen Education Technology Co., Ltd. and 50% of the equity
interest in Nanjing Jinken Construction and Installation Work Limited Company (M R& B ZEZH TREARA
A],”Nanjing Jinken”) were pledged for the payables for the acquisition of equity interests.

Loans from third parties provided by two companies controlled by a former shareholder of Shaanxi University, which
bore interest at interest rates ranging 15% and 15.5% per annum, were unsecured and repayable on demand.
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26. DEFERRED INCOME

2022 2021

RMB’000 RMB’000
Government grants related to assets
At beginning of year 1,458,252 1,264,163
Government grants received 58,331 280,882
Acquisition of subsidiaries (note 33) 88,811 54,760
Released to profit or loss (30,974) (11,553)
Reclassified to other payable - (130,000)
At end of year 1,574,420 1,458,252
Current 39,606 14,063
Non-current 1,534,814 1,444,189

1,574,420 1,458,252
Government grants related to expense items
At beginning of year 30,897 26,185
Government grants received 14,284 10,965
Acquisition of subsidiaries - 493
Released to profit or loss (9,394) (6,746)
At end of year — current 35,787 30,897

Deferred income related to assets mainly represents the government grants received for subsidies relating
to the construction of certain buildings. These grants related to assets are released to profit or loss as other
income over the expected useful lives of the relevant assets.

Deferred income related to expense items refers to government grants received for the purpose of subsidising
teaching-related operating costs incurred during the provision of education services. Upon completion of the
operating activities, the grants would be released to profit or loss as other income on a systematic basis over
the periods that the costs, for which they are intended to compensate, are expensed.
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INTEREST-BEARING BANK AND OTHER BORROWINGS

Current
Bank loans - secured
Bank loans - secured
Bank loans - unsecured
Other borrowings - secured
Current portion of
- Long term bank loans - secured
- Syndicated loan - secured
- Other borrowings - secured

Non-current
Bank loans - secured
Other borrowings - secured

HOPE EDUCATION GROUP CO., LTD.

Effective
interest
rate (%)

4,00-7.00

4.85

4.34-6.84

6.82-15.05

4.34-6.84
6.82-15.05

2022

Maturity

2023
On demand
2023

2021-2022

2022-2023

2022-2025
2022-2026

RMB’000

1,089,245
3,570
100,895

444,132

922,902

2,560,744

317,800

1,245,115
1,562,915

4,123,659

® 2022 ANNUAL REPORT

Effective
interest
rate (%)

4.35-5.2

4.8
10.33

4.75-6.5
LIBOR+2.6
7.00-14.50

4.34-6.5
7.00-14.50

2021

Maturity

2021
On demand
2021
2021

2021-2022
2021
2021-2022

2022-2025
2022-2023

RMB’000

35,000

3,570
28,635
30,015

189,692
1,601,675

251,809

2,140,396

681,957

288,149
970,106

3,110,502



NOTES TO FINANCIAL STATEMENTS
31 August 2022

27. INTEREST-BEARING BANK AND OTHER BORROWINGS (Continued)

2022 2021
RMB’000 RMB’000
Analysed into:
Bank loans repayable
Within one year 1,637,842 1,858,572
In the second year 159,400 435,157
In the third to fifth years, inclusive 158,400 246,800
1,955,642 2,540,529
Other borrowings repayable:
Within one year 922,902 281,824
In the second year 527,729 288,149
In the third to fifth years, inclusive 717,386 -
2,168,017 569,973
4,123,659 3,110,502
Notes:
The Group’s bank and other borrowings are denominated in the following currencies:
2022 2021
RMB’000 RMB’000
RMB 4,123,659 1,505,522
RM - 3,305
us$ - 1,601,675
4,123,659 3,110,502
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INTEREST-BEARING BANK AND OTHER BORROWINGS (Continued)

Notes: (Continued)

The Group’s bank and other borrowings are secured by:

(a)

Mortgages over the following assets:

(i)

(ii)

(il

Certain of the Group’s non-current assets are pledged for bank loans of RMB182,000,000 as at 31 August
2022 (2021: RMB119,830,000):

2022 2021
RMB’000 RMB’000

Net book amount of:
Property, plant and equipment (note 13(b)) 301,790 140,432
Prepaid land lease payments (note 14(a)) 29,901 55,995
331,691 196,427

Buildings and car parks of the third parties:

As at 31 August 2022, the buildings and car parks owned by the former shareholders of Nanjing Jinken and
their relatives, were pledged for the bank and other loans of the Group totalling RMB25,372,000 assumed from
the acquisition (2021: RMB94,716,000).

The Company’s time deposit amounting to RMB260,000,000 (note 23) as at 31 August 2022 (2021:
RMB260,000,000) was pledged for the bank loans of the Group amounting to RMB250,000,000 (2021:
RMB250,000,000).

Pledges of equity interests in the following subsidiaries to secure the bank loans granted to the Group:

(i)

(ii)

(il

(iv)

100% of the equity interest in Top Education has been pledged for the bank loans of RMB264,000,000 as at 31
August 2022 (2021: RMB364,000,000);

100% of the equity interest in Sichuan Guojian Investment Limited, the guarantee granted by the Company,
and the rights over tuition fees of Southwest Jiaotong University Hope College have been provided or pledged
to Yunnan International Trust Co., Ltd. in relation to the Group’s asset-backed notes of RMB757,715,000 as at
31 August 2022 (2021: Nil).

100% of the equity interests in Shanghai Pumeng Zhichuan Education Technology Co., Ltd. and Kunshan
Xinwei Education Investment & Development Co., Ltd. have been pledged for bank loans of RMB115,200,000
as at 31 August 2022 (2021: RMB134,400,000).

100% of the equity interest in Taiyuan Xudong Technology Development Co., Ltd has been pledged for the
bank loans of RMB150,000,000 as at 31 August 2022 (2021: Nil).

100% of the equity interest in Yonghe Education Investment Co., Ltd has been pledged for the bank loans of
RMB200,000,000 as at 31 August 2022 (2021: Nil).
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27. INTEREST-BEARING BANK AND OTHER BORROWINGS (Continueq)
Notes: (Continued)

(c)  The rights over tuition or boarding fees of the following schools:

Loan amount

2022 2021

RMB’000 RMB’000

Sichuan Tianyi College 19,732 38,264
Sichuan Vocational College of Culture & Communication 200,000 -
Southwest Jiaotong University Hope College 757,715 185,000
Sichuan TOP IT Vocational Institute 264,000 364,000
Suzhou Top Institute, Kunshan Technical School 115,200 134,400
College of Science and Technology 222,000 232,000
Shaanxi University 119,440 -
Xian Siyuan Middle School 14,647 -
Guizhou Vocational Institute of Technology 100,000 -
Jinken Vocational and Technical College 25,372 48,076
1,838,106 1,001,740

In addition, certain of the Group’s bank loans are guaranteed by the following parties:

Loan amount

2022 2021
RMB’000 RMB’000
Related parties’ guarantees
— Tequ Education and Mr. Wang Huiwu 21,607 -
— Third parties 260,002 332,420
— Mr. Wang Huiwu 1,648,307 134,400
1,929,916 466,820
Former shareholders of:
— Shaanxi University 159,630 =
— Nanjing Jinken 100,372 332,420
1,929,916 466,820
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CONVERTIBLE BONDS

2022 2021

RMB’000 RMB’000

At beginning of year 1,892,889 -
Issue during the year - 2,259,775
Repurchased during the year (140,698) -
Change in fair value credited to profit or loss (37) (3875,954)
Foreign exchange loss charged to profit or loss 119,760 9,068
At end of year 1,871,914 1,892,889

On 2 March 2021, Tequ Mayflower Limited, a wholly-owned subsidiary of the Company completed the
issue of Zero Coupon guaranteed convertible bonds (the “Bonds”) with the aggregate principal amount of
US$350,000,000 (equivalent to approximately RMB2,259,775,000) with a maturity date on 2 March 2026.

The Bonds are convertible at the option of the bondholders into ordinary shares of the Company, on or after
12 April 2021 to the close of business on the seventh day prior to the maturity date at an initial conversion
price of HK$3.85 per share. The Bonds are redeemable at the option of the bondholders at 103.04 per cent.
of the principal amount on 2 March 2024. Any convertible bonds not converted will be redeemed on 2 March
2026 at 105.11 per cent. of its principal amount.

The Group designated the convertible bonds (including the conversion option) as financial liabilities at fair
value through profit or loss which are initially recognised at fair value. Transaction costs relating to the
issuance of the convertible bonds are charged to profit or loss immediately. In subsequent periods, such
convertible bonds are remeasured at fair value. The change in fair value that is attributed to change in credit
risk is recognised in other comprehensive income with the remaining fair value change recognised in profit or
loss.

During the year, the Group had repurchased the Bonds with the aggregate principal amount of US$34,900,000
at a consideration of US$20,991,250 (equivalent to approximately RMB140,698,000).

The fair values of the convertible bonds were determined by an independent qualified valuer based on the
binomial model for the years ended 31 August 2022 and 2021.
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29. DEFERRED TAX

The movements in deferred tax assets and liabilities during the year are as follows:

Deferred tax assets

Loss

available for

offsetting

against future

Lease Contract Accrued taxable
liabilities liabilities expenses profits Total
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000

Year ended 31 August 2022

At beginning of year 14,690 29,336 9,551 205 53,782
Deferred tax credited/(charged) to profit

or loss during the year (6,402) (1,969) 406 772 (7,193)
Exchange realignment (189) (248) (37) 8 (466)
At end of year 8,099 27,119 9,920 985 46,123

Year ended 31 August 2021

At beginning of year - - 2,424 - 2,424
Deferred tax credited/(charged) to profit

or loss during the year (6,033) 2,384 982 - (2,667)
Acquisition of subsidiaries 21,629 28,351 6,395 216 56,591
Exchange realignment (906) (1,399) (250) (11) (2,566)
At end of year 14,690 29,336 9,551 205 53,782
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Deferred tax liabilities

Fairvalue  Accounting
adjustments  depreciation
arising from in short Costs to Intracompany
acquisition of of tax Right-of- obtain interest
subsidiaries  depreciation use assets contracts receivables Total
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
Year ended 31 August 2022
At beginning of year 71,414 50,601 13,735 823 - 136,573
Deferred tax charged/
(credited) to profit or loss
during the year (783) (1,316) (6,126) 2,726 3,446 (2,053)
Exchange realignment (555) (398) (178) 26 41 (1,064)
At end of year 70,076 48,887 7,431 3,575 3,487 133,456
Year ended 31 August 2021
At beginning of year 5,687 - - - - 5,687
Deferred tax charged/
(credited) to profit or
loss during the year (6,315) 1,257 (6,365) (637) = (12,060)
Acquisition of subsidiaries 75,634 51,842 20,965 1,520 - 149,961
Exchange realignment (3,592) (2,498) (865) (60) - (7,015)
At end of year 71,414 50,601 13,735 823 - 136,573
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NOTES TO FINANCIAL STATEMENTS
31 August 2022

DEFERRED TAX (Continued)

Deferred tax liabilities (Continued)

For presentation purposes, certain deferred tax assets and liabilities have been offset in the consolidated
statement of financial position. The following is an analysis of the deferred tax balances of the Group for
reporting purposes:

2022 2021
RMB’000 RMB’000
Net deferred tax assets recognised in the consolidated
statement of financial position 27,271 31,382
Net deferred tax liabilities recognised in the consolidated
statement of financial position 114,604 114,173

Pursuant to the PRC Corporate Income Tax Law, a 10% withholding tax is levied on dividends declared to
foreign investors from the foreign investment enterprises established in Mainland China. The requirement is
effective from 1 January 2008 and applies to earnings after 31 December 2007. A lower withholding tax rate
may be applied if there is a tax treaty between Mainland China and the jurisdiction of the foreign investors.
For the Group, the applicable rate is 10%. The Group is therefore liable for withholding taxes on dividends
distributed by those subsidiaries established in Mainland China in respect of earnings generated from 1
January 2008.

At 31 August 2021, no deferred tax has been recognised for withholding taxes that would be payable on the
unremitted earnings that are subject to withholding taxes of the Group’s subsidiaries established in Mainland
China. In the opinion of the Directors, the Group’s fund will be retained in Mainland China for the expansion
of the Group’s operations, so it is not probable that these subsidiaries will distribute such earnings in the
foreseeable future. At 31 August 2022, the aggregate amounts of temporary differences associated with
investments in subsidiaries in Mainland China for which deferred tax liabilities have not been recognised
totalled approximately RMB2,660,238,000 (2021: RMB2,070,574,000).

At 31 August 2022, the Group had unused tax losses arising in Mainland China from PRC entities and in
Malaysia from INTI Group subject to income tax of RMB164,990,000 and RMB98,224,000, respectively. (2021:
RMB55,466,000 and RMB97,803,000, respectively), which will expire in one to ten years for offsetting against
future profits. Deferred tax assets have not been recognised in respect of these tax losses as they have arisen
in subsidiaries that have been loss-making for some time and it is not considered probable that future taxable
profits will be available against which the tax losses can be utilised.
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30. SHARE CAPITAL

2022 2021
Uss$ USs$
Authorised:
10,000,000,000 shares of US$0.00001 each
(2021: 10,000,000,000 shares of US$0.00001 each) 100,000 100,000
Issued and fully paid:
8,027,550,706 ordinary shares (31 August 2021: 7,981,260,173
ordinary shares) of US$0.00001 each 80,276 79,813
Equivalent to approximately RMB544,815 RMB541,863
A summary of movements in the Company’s issued capital is as follows:
Number of Issued
shares in issue capital
RMB
At 1 September 2021 7,981,260,173 541,863
Share options exercised 46,290,533 2,952
At 31 August 2022 8,027,550,706 544,815

Note:

The subscription rights attaching to 46,290,533 share options were exercised at the subscription price from HK$1.07 to
HK$1.30 per share (note 31), resulting in the issue of 46,290,533 shares for a total cash consideration of RMB40,629,000.
An amount of RMB16,391,000 was transferred from the share option reserve to share premium upon the exercise of the
share options.
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NOTES TO FINANCIAL STATEMENTS
31 August 2022

SHARE OPTION SCHEME

The Company operates two share option schemes, including the share option scheme adopted on 18 March
2018 (the “2018 Pre-IPO Share Option Scheme”) and the share option scheme adopted on 11 May 2022 (the
“2022 Share Option Scheme”), for the purpose of providing incentives and rewards to eligible participants
who contribute to the success of the Group’s operations.

Share options do not confer rights on the holders to dividends or to vote at shareholders’ meetings.

2018 Pre-IPO Share Option Scheme

On 18 March 2018, the Company adopted the 2018 Pre-IPO Share Option Scheme. The 2018 Pre-IPO Share
Option Scheme became effective on 18 March 2018 and expired on 3 August 2018, the date on which the
shares of the Company first commenced trading on the Stock Exchange, after which period no further Pre-
IPO Share Options will be granted but the provisions of the 2018 Pre-IPO Share Option Scheme shall remain
in force to the extent necessary to give effect to the exercise of any Pre-IPO Share Options which are granted
during the life of the scheme or otherwise as may be required in accordance with the provisions of the 2018
Pre-IPO Share Option Scheme.

()  Movements in share options

The following share options were outstanding under the 2018 Pre-IPO Option Scheme during the year:

2022 2021

Weighted Weighted
average Number of average Number of
exercise price options  exercise price options

HK$ HK$
At beginning of year 1.16 276,577,787 1.14 347,956,042
Exercised during the year 1.07 (46,290,533) 1.08 (71,378,255)
At end of year 0.67 230,287,254 1.16 276,577,787
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SHARE OPTION SCHEME (Continued)

2018 Pre-IPO Share Option Scheme (Continued)

(i) Outstanding share options

The exercise price and exercise periods of the share options granted under the 2018 Pre-IPO Share
Option Scheme outstanding as at the end of the reporting period are as follows:

Number of share options Exercise price
2022 2021 per share Exercise period
HK$
Tranche A 168,372 168,372 0.6800 30.1.2019- 18.3.2038
Tranche B 125,037,323 171,191,856 1.0700 30.1.2019- 18.3.2038
Tranche C 105,081,559 105,217,559 1.3000 30.1.2019- 18.3.2038

230,287,254 276,577,787

2022 Share Option Scheme

On 11 May 2022, the Company adopted the 2022 Share Option Scheme and, unless otherwise cancelled or
amended, will remain in force until 10 May 2032.

The maximum number of unexercised share options currently permitted to be granted under the 2022 Share
Option Scheme is an amount equivalent, upon their exercise, to 10% of the shares of the Company in issue
on 18 March 2022.

On 11 May 2022, the Company granted a total of 612,505,822 equity-settled share options to the eligible
participants under the 2022 Share Option Scheme at a nominal consideration of HK$1 in total by each of the
grantee. The exercise price of the share options was fixed at HK$0.486 per share.

The actual number of share options becoming vested and exercisable is however conditional upon the
fulfilment of the target of audited net profit for the year ended 31 August 2022.

The exercise period of the share options granted under the 2022 Share Option Scheme commences on 11
May 2023 and ends on a date which is not later than 10 May 2032 or the expiry date terminated in advance
under the relevant requirements of the 2022 Share Option Scheme, if earlier.

The fair value of the share options granted under the 2022 Share Option Scheme during the year ended 31

August 2022 was RMB88,665,000 (RMBO0.1448 each), of which the Group recognised a share option expense
of RMB26,890,000 during the year ended 31 August 2022.
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NOTES TO FINANCIAL STATEMENTS
31 August 2022

SHARE OPTION SCHEME (Continued)

2022 Share Option Scheme (Continued)

The fair value of equity-settled share options granted during the year ended 31 August 2022 was estimated
as at the date of grant using a binomial model, taking into account the terms and conditions upon which the
options were granted. The following table lists the inputs to the model used:

Dividend yield (%) 8.39%
Expected volatility (%) 65.63%
Expected life 10 years
Risk-free interest rate (%) 3.06%
Forfeiture rate 4.25%-18.15%

The expected life of the options is based on the historical data over the past three years and is not necessarily
indicative of the exercise patterns that may occur. The expected volatility reflects the assumption that the
historical volatility is indicative of future trends, which may also not necessarily be the actual outcome.

No other feature of the options granted was incorporated into the measurement of fair value.

The 46,290,533 share options exercised during the year resulted in the issue of 46,290,533 ordinary shares
of the Company and new issued capital of approximately RMB3,000, as further detailed in note 30 to the
financial statements, of which RMB16,391,000 was transferred from the share option reserve to share
premium upon the exercise of the share options.

At 31 August 2022, the Company had 230,287,254 share options outstanding under the 2018 Pre-IPO Share
Option Scheme and 612,505,822 share options outstanding under the 2022 Share Option Scheme. The
exercise in full of the outstanding share options would, under the present capital structure of the Company,
result in the issue of 842,793,076 additional ordinary shares of the Company and additional share capital of
US$8,428 (equivalent to approximately RMB58,074) and share premium of RMB498,743,000 (before issue
expenses).

Subsequent to the end of the reporting period, on 30 November 2022, a total of 190,000,000 share options
were granted to certain employees of the Company in respect of their services to the Group in the forthcoming
year.

At the date of approval of these financial statements, the Company had 1,032,793,076 share options

outstanding in total under the 2018 Pre-IPO Share Option Scheme and the 2022 Share Option Scheme, which
represented approximately 12.9% of the Company’s shares in issue as at that date.
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RESERVES

The amounts of the Group’s reserves and the movements therein for the current and prior years are presented
in the consolidated statement of changes in equity on page 133 of the financial statements.

Share premium

The application of the share premium account is governed by the Companies Law of the Cayman Islands.
Under the constitutional documents and the Companies Law of the Cayman Islands, the share premium is
distributable as a dividend on the condition that the Company is able to pay its debts when they fall due in the
ordinary course of business at the time when the proposed dividend is to be paid.

Capital reserve

The capital reserve represents the capital contributions from the then equity holders of the Group’s
subsidiaries, after elimination of investments in subsidiaries.

Statutory surplus reserves

Pursuant to the relevant laws in the PRC, the Company’s subsidiaries in the PRC shall make appropriations
from after-tax profit to non-distributable reserve funds as determined by the boards of directors of the relevant
PRC subsidiaries. These reserves include (i) the general reserve of the limited liability companies and (i) the
development fund of schools.

()  Inaccordance with the Company Law of the PRC, certain subsidiaries of the Group which are domestic
enterprises are required to allocate 10% of their profit after tax, as determined in accordance with the
relevant PRC accounting standards, to their respective statutory surplus reserves until the reserves
reach 50% of their respective registered capital. Subject to certain restrictions set out in the Company
Law of the PRC, part of the statutory surplus reserves may be converted to share capital, provided that
the remaining balance after the capitalisation is not less than 25% of the registered capital.

(i)  According to the relevant PRC laws and regulations, since 1 September 2021, a for-profit private school
is required to appropriate to the development fund not less than 10% of the audited annual net income
of the relevant school, while a non-profit private school is required to appropriate to the development
fund not less than 10% of the audited annual increase in non-restricted net assets of the relevant
school. The development fund is for the construction or maintenance of the schools or procurement or
upgrade of educational equipment.
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33. BUSINESS COMBINATIONS

(@

(b)

On 18 November 2021, the Group acquired a 100% equity interest in Faith Star (Thailand) Company
Limited and its subsidiary, Shinawatra University (the “Shinawatra University Group”), which is engaged
in the provision of private higher education services in Thailand. The purchase consideration was
THB1,039,000,000 (equivalent to approximately RMB204,528,000).

Shinawatra University was acquired to facilitate the Group to explore the development of its overseas
presence and to realise the synergy between the domestic and foreign schools of the Group.

On 25 February 2022, the Group acquired a 70% sponsor right in Shaanxi University from independent
third parties (the “Sellers”). As part of the agreement, the Group granted one of the Sellers a right to sell
the remaining sponsor right of 30% to the Group at any time at a consideration, which is dependent
on the audited earnings before interest, taxes, depreciation and amortisation of Shaanxi University
of the preceding year when put option was exercised. The put option granted is accounted for as a
financial liability and is initially recognised at fair value of the liability and subsequently measured at
amortised cost. The total consideration of the acquisition of the above-mentioned 100% sponsor right is
RMB793,871,000.

The acquisition of Shaanxi University will further expand the Group’s school network and coverage,
increase the total number of students of the Group, improve profitability and will form strong synergies
with other schools of the Group.

The principal activities of the above newly acquired schools are disclosed in note 1 to the financial statements.

The acquisitions of the Shinawatra University Group and Shaanxi University have been accounted for using

the acquisition method.
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33. BUSINESS COMBINATIONS (Continued)

The fair values of the identifiable assets and liabilities of each acquisition as at the respective dates of the
acquisitions are as follows:

Shinawatra
University Shaanxi

Group University Total

Notes RMB’000 RMB’000 RMB’000

Property, plant and equipment 13 193,262 645,428 838,690
Right-of-use assets 14 - 220,257 220,257
Other intangible assets 17 - 476,319 476,319
Cash and bank balances 33,754 391 34,145
Pledged and restricted deposits - 1,660 1,660
Trade receivables 1,655 - 1,655
Prepayments and other receivables 392 46,817 47,209
Due from a related party - 47,827 47,827
Contract liabilities ) 4,177) (171,847) (176,024)
Accruals and other payables (5,931) (347,934) (353,865)
Due to the Group (11,922) (143,250) (155,172)
Bank loans and other borrowings - (585,251) (585,251)
Due to a related party - (26,028) (26,028)
Trade payables (700) - (700)
Tax payables - (10,808) (10,808)
Lease liabilities 14 - (6,969) (6,969)
Deferred income 26 - (88,811) (88,811)
Total identifiable net assets at fair value 206,333 57,801 264,134

In the opinion of the Directors, the fair values of trade receivables and prepayments and other receivables as
at the respective acquisition dates of the Shinawatra University Group and Shaanxi University amounted to
RMB2,047,000 and RMB46,817,000, respectively. The total gross contractual amounts of trade receivables
and prepayments and other receivables of the Shinawatra University Group and Shaanxi University were
RMB2,047,000 and RMB477,879,000, respectively, of which other receivables of RMB431,062,000 of Shaanxi
University are expected to be uncollectible.

The Group measured the acquired lease liabilities using the present value of the remaining lease payments at
the date of acquisition. The right-of-use assets were measured at an amount equal to the lease liabilities.

The Group incurred transaction costs of RMB514,000 and RMB690,000 during the years ended 31 August

2022 and 2021, respectively, for the acquisition of the Shinawatra University Group. These transaction costs
have been expensed and are included in other expenses in the profit or loss.
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33. BUSINESS COMBINATIONS (Continued)

Goodwill arising from the above acquisitions:

Consideration satisfied by:
Cash
Prepayments in the prior year
Exchange realignment
Due to a related party
Other payable

Total consideration
Less: Net assets acquired

Gain on bargain purchase
Provisional goodwiill

NOTES TO FINANCIAL STATEMENTS

31 August 2022

Shinawatra
University Shaanxi

Group University Total
RMB’000 RMB’000 RMB’000
181,573 - 181,573
22,955 350,000 372,955
(1,392) - (1,392)

- 100,000 100,000

- 343,871 343,871
203,136 793,871 997,007
206,333 57,801 264,134
(8,197) - (8,197)

- 736,070 736,070

The identifiable net assets for Shaanxi University acquired should be subjected to the provisional payable for the land

use right, of which the Group is in customary process of obtaining the relevant certificate. Therefore, the identifiable
net assets may need to be subsequently adjusted, with a corresponding adjustment to goodwill prior to 25 February

2023 (one year after the transaction).

The gain on bargain purchase arose from the increase in fair value of the property, plant and equipment of the

Shinawatra University Group and the need of the vendor to dispose of the investment as a result of the lack of

management experience in operating an education institute.

The goodwill recognised is primarily attributed to the expected synergies and other benefits from combining

the assets and activities of acquirees with those of the Group. None of the goodwill recognised is expected to

be deductible for income tax purposes.
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33. BUSINESS COMBINATIONS (Continued)

Analyses of the cash flows in respect of the above acquisitions are as follows:

Shinawatra
University Shaanxi
Group University Total

RMB’000 RMB’000 RMB’000

Cash paid during the year (181,573) - (181,573)
Cash and cash equivalents acquired 33,754 391 34,145
Net inflow/(outflow) of cash and cash equivalents included

in cash flows used in investing activities (147,819) 391 (147,428)

Contribution to the Group’s revenue and consolidated profit for the year ended 31 August 2022 since the
respective acquisition dates are as follows:

Shinawatra
University Shaanxi
Group University

RMB’000 RMB’000 RMB’000

Revenue 29,108 179,660 208,768
Consolidated profit/(loss) 6,562 (33,361) (26,799)

Had the combination taken place at the beginning of the year, the revenue of the Group and the profit of the
Group for the year ended 31 August 2022 would have been increased by:

Shinawatra
University Shaanxi
Group University

RMB’000 RMB’000 RMB’000

Revenue 38,474 394,563 433,037
Consolidated profit/(loss) 8,983 (10,626) (1,643)
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35.

COMMITMENTS

NOTES TO FINANCIAL STATEMENTS

31 August 2022

The Group had the following capital commitments as at the end of the reporting period:

Contracted but not provided for:

Property, plant and equipment

Prepaid land lease payments

Acquisition of equity interests

RELATED PARTY TRANSACTIONS AND BALANCES

(a)

Name and relationship

2022 2021
RMB’000 RMB’000
766,837 1,211,724
37,732 153,696
9,489 297,243
814,058 1,662,663

The directors of the Company are of the opinion that the following parties/companies are related parties

that had significant transactions or balances with the Group during the year.

Related parties

Mr. Wang Huiwu

Mr. Wang Degen

Sichuan Tequ Investment Group Ltd.
(“Tequ Investment Group”)

Sichuan Mayflower Enterprise Management Co., Ltd.
(“Sichuan Mayflower”)

Sichuan Tequ Education Management Co., Ltd.
(“Tequ Education”)

Ziyang Automobile Science and Technology Vocational
College (“Ziyang Automobile College”)

College of Science and Technology

Sichuan Mayflower Wine Sales Co., Ltd
(“Mayflower Wine Sales”)

Mr. Wang Xiaogiang

Sichuan Rongxing Driving School Co., Ltd.
(“Rongxing Driving School”)

Chengdu Mayflower Property Management Co., Ltd.
(“Chengdu Mayflower Property Management”)

Xiwang Tianyuan Insurance Co., Ltd.
(“Tianyuan Insurance”)

Relationships

One of the ultimate jointly controlling parties
One of the ultimate jointly controlling parties
One of the jointly controlling shareholders

One of the jointly controlling shareholders

A company jointly controlled by the controlling
shareholders
A school controlled by Tequ Education

Joint venture of the Group before 31 May 2021

A company controlled by a close relative of Mr.
Wang Huiwu

Close relative of Mr. Wang Huiwu

A company controlled by a close relative of Mr.
Wang Huiwu

A company controlled by Mr. Wang Huiwu

A company controlled by Mr. Wang Huiwu
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35. RELATED PARTY TRANSACTIONS AND BALANCES

(@) Name and relationship (Continued)

Related parties Relationships

Sichuan Wuyang Construction Project Company Limited A company controlled by a close relative of Mr.
(“Wuyang Construction”) Wang Huiwu

Chengdu Mayflower Senior Technical School (“Chengdu A school controlled by Tequ Education
Mayflower Technical”)

Chengdu Jinniu District Tianyi School A school controlled by Tequ Education

Guizhou Mayflower Real Estate Development Co. Ltd A company controlled by Sichuan Mayflower
(“Guizhou Mayflower Property”)

Chengdu Wanfengyuan Catering Service Co. Ltd A company controlled by a close relative of Mr.
(“Chengdu Wanfengyuan Catering Service”) Wang Huiwu

Dingli Corp., Ltd. (“Dingli”) A company controlled by Mr. Wang Huiwu

Mianzhu Jinwuyue Real Estate Development Co., Ltd. A company controlled by Sichuan Mayflower

(“Mianzhu Jinwuyue”)

Fuguan Jinwuyue Real Estate Development Co., Ltd. A company controlled by Sichuan Mayflower
(“Fuguan Jinwuyue”)

Qixian Mayflower Real Estate Development Co., Ltd A company controlled by Sichuan Mayflower
(“Qixian Mayflower”)

Chengdu Pengyang Enterprise Management A company controlled by Mr. Wang Huiwu
Consulting Limited (“Chengdu Pengyang”)

Sichuan Tequ Mayflower Education Management Co., Ltd. A company controlled by Mr. Wang Huiwu
(“Sichuan Tequ Mayflower”)

Chengdu Hongwuyue Film and Television Production A company controlled by Tequ Education
Advertising Co., Ltd (“Chengdu Hongwuyue”)

Gongging College of Nanchang University Joint venture of the Group

Xian Siyuan Middle School A school legally owned by the Group

Meishan Tequ Shuanglin Education Consultation Ltd. A company controlled by Tequ Investment Group
(“Shuanglin Education”) before 21 June 2022

Meishan Tequ Linjia Education Consulting Co., Ltd. A company controlled by Tequ Investment Group
(“Meishan Tequ Linjia”) before 21 June 2022

Sichuan Mayflower Construction Project Co., Ltd. A company controlled by Mr. Wang Huiwu
(“Sichuan Mayflower Construction”)”

Sichuan Top Computer Vocational School A school controlled by Tequ Education

Meishan Tequ Bolin Enterprise Management Co., Ltd. An associate of Tequ Investment Group
(“Tequ Bolin”)
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NOTES TO FINANCIAL STATEMENTS

35. RELATED PARTY TRANSACTIONS AND BALANCES (Continued)

(b)

Transactions with related parties

following transactions with related parties:

Loans provided to related parties:

31 August 2022

In addition to the transactions detailed elsewhere in these financial statements, the Group had the

2022 2021

RMB’000 RMB’000
Joint ventures*
Loans provided 79,751 23,000
Loans received (88,445) (181,000)
Interest expense charged 754 12,038
Interest received (765) (22,586)
Effective interest rate, per annum 6-8% 6-8%
Shuanglin Education** 181,587 -
* The Group provided loans to and received loans repaid by Gongging College of Nanchang University

during the year (2021: provided and received loans by College of Science and Technology).

> The interest-free loan provided to Shuanglin Education during the year ended 31 August 2022 was for
the payment of land and further information can be found in the Company’s announcement dated 24

December 2021.

The above loans are unsecured with maturity date within one year.
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35. RELATED PARTY TRANSACTIONS AND BALANCES (Continued)

(b) Transactions with related parties (Continued)

(i) Loans received from related parties:

2022 2021

RMB’000 RMB’000

Loans received*® 463,093 390,307
Loans repaid* (376,426) (216,245)
Interest expense charged 22,379 6,727
Interest paid (13,556) -
Effective interest rate, per annum nil-10% 6%

The Group received loans from and repaid loans to Mr. Wang Huiwu, Sichuan Mayflower
Construction and Sichuan Tequ Mayflower during the year (2021: received loans from and repaid
loans to Mr. Wang Huiwu).

(iif)  Procurement of property, equipment and fixtures

2022 2021

RMB’000 RMB’000

Wuyang Construction 101,522 28,582
Guizhou Mayflower Property 39,664 796
Mianzhu Jinwuyue 93,533 -
Mr. Wang Huiwu 12,496 -
Fuquan Jinwuyue 62,629 -
Qixian Mayflower 15,577 —
Other related parties 172 37
Total 325,593 29,415

The considerations for the construction and procurement of properties were determined at prices
mutually agreed between the Group and its related parties with reference to the arm’s length
pricing obtained from the market or better with reference to the valuation of the property by the
independent valuer.
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35. RELATED PARTY TRANSACTIONS AND BALANCES (Continued)

(b) Transactions with related parties (Continued)

(iv) Goods purchased and services received from related parties

2022 2021

RMB’000 RMB’000

Mayflower Wine Sales 2,374 2,537
Chengdu Wanfengyuan Catering Service 2,381 1,255
Dingli - 5,712
Other related parties 2,966 2,213
Total 7,721 11,717

The purchases of goods or services from the related parties were determined at prices mutually
agreed between the Group and its related parties with reference to the pricing obtained from the
market.

(v)  Properties leased to related parties

2022 2021

RMB’000 RMB’000

Ziyang Automobile College 2,564 1,931
Rongxing Driving School 1,390 1,390
Other related parties 1,341 1,724
Total 5,295 5,045

Rental charges were determined at prices mutually agreed between the Group and its related
parties with reference to the prevailing market price of local properties in vicinity with similar size
and quality.
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35.

240

RELATED PARTY TRANSACTIONS AND BALANCES (Continued)

(b) Transactions with related parties (Continued)

(vi)  Goods sold and services provided to related parties

College of Science and Technology
Gongging College of Nanchang University
Chengdu Wanfengyuan Catering Service
Chengdu Jinniu District Tianyi School
Other related parties

Total

2022 2021
RMB’000 RMB’000
- 23,869

27,670 12,100
2,526 1,195

- 1,621

958 1,435
31,154 40,220

Goods sold and services provided to the related parties were charged at prices mutually agreed

between the Group and its related parties with reference to the pricing obtained from the market.

(vii) Acquisition of an equity interest from a related party

On 23 December 2021, the Group acquired a 100% equity interest in Meishan Tequ Bolin Real

Estate Limited from Tequ Bolin, an associate of Tequ Investment Group, at a consideration of

RMB50,000,000. The above acquisition has been accounted for as an acquisition of assets as this

acquisition had no attribution of a business.

The related party transactions in respect of the purchase of properties and properties leased to

related parties constitute connected transactions or continuing connected transactions as defined

in Chapter 14A of the Rules Governing the Listing of Securities on The Stock Exchange of Hong

Kong Limited.
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35. RELATED PARTY TRANSACTIONS AND BALANCES (Continued)

()

Balances with related parties

31 August 2022

The Group had outstanding balances due from and to related parties at the end of the reporting period.

Amounts due from related parties

Non-trade in nature - current
Gongging College of Nanchang University

Trade in nature - current

Chengdu Mayflower Technical

Gongging College of Nanchang University
Chengdu Mayflower Property Management
Ziyang Automobile College

Guizhou Mayflower Property

Xian Siyuan Middle School

Shuanglin Education

Chengdu Pengyang

Chengdu Wanfengyuan Catering Service
Others

Total current

Trade in nature — non-current
Meishan Tequ Linjia

2022 2021
RMB’000 RMB’000
14,442 23,115
1,793 18,803
9,322 6,848
1,850 2,309
4,536 1,676
1,313 1,313
7,401 =
181,587 —
507,000 -
1,429 -
2,561 2,565
733,234 56,629
50,000 -
783,234 56,629

Except for the amount due from Gongqging College of Nanchang University of RMB14,442,000, amounts

due from the related parties are unsecured, interest-free and have no fixed terms of repayment.
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35. RELATED PARTY TRANSACTIONS AND BALANCES (Continued)

(c) Balances with related parties (Continued)

Amounts due to related parties

2022 2021
RMB’000 RMB’000

Non-trade in nature — current
Mr. Wang Huiwu 355,922 179,905
Sichuan Mayflower Construction 27,501 -
Sichuan Tequ Mayflower 18,000 -
401,423 179,905

Trade in nature - current

Wuyang Construction 80,941 15,518
Gongging College of Nanchang University 4,620 -
Sichuan Tequ Mayflower 49,314 -
Sichuan Top Computer Vocational School 3,889 -
Others 3,592 3,712
142,356 19,230
543,779 199,135

Except for the amounts due to Mr. Wang Huiwu of RMB13,549,000 and amounts due to Sichuan
Mayflower Construction of RMB27,501,000, amounts due to related parties are unsecured, interest-free
and have no fixed terms of repayment.
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35. RELATED PARTY TRANSACTIONS AND BALANCES (Continued)

(d)

Compensation of key management personnel of the Group:

2022 2021

RMB’000 RMB’000

Salaries, allowances and benefits in kind 3,149 3,704
Equity-settled share option expense 2,195 -
Pension scheme contributions 187 162
5,531 3,866

Further details of directors’ emoluments are included in note 8 to the financial statements.

36. NOTES TO THE CONSOLIDATED STATEMENT OF CASH FLOWS

(a

Major non-cash transactions

(i)

(il

During the year, the Group had non-cash additions to amount due to a related party of
RMB100,000,000 (2021: Nil) in respect of the acquisition of Shaanxi University, of which partial
consideration was satisfied by the amount due to a related party.

During the year, the Group had non-cash repayment of loans with its deposits amounted to
RMB15,839,000 (2021: Nil).

During the year, the Group had non-cash reclassification of lease liabilities and other payables
amounted to RMB17,005,000 (2021: Nil) and RMB17,005,000 (2021: Nil), respectively, due to a
present obligation to settle the remaining lease payments upon receiving the statutory demand
letter demanding a full sum settlement of rental when the lease was early terminated.
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36. NOTES TO THE CONSOLIDATED STATEMENT OF CASH FLOWS (Continued)

244

(b)

Changes in liabilities arising from financing activities

31 August 2022

At 1 September 2021

Changes from financing cash flows

Non-cash changes:

New leases

Fair value changes of convertible
bonds

Foreign exchange differences

Increase arising from acquisition of
subsidiaries

Lease modification

Amount due to a related party

Repayment of loans with its deposits

Offset with deposits

Reclassified to other payables

Interest capitalised

Interest expense

At 31 August 2022

31 August 2021

At 1 September 2020

Changes from financing cash flows

Non-cash changes:

New leases

Fair value changes of convertible
bonds

Foreign exchange differences

Increase arising from acquisition of
subsidiaries

Lease modification

Gain on restructuring of a debt

Covid-19-related rent concession
from a lessor

Syndicated loan arrangement fees

Interest capitalised

Interest expense

At 31 August 2021

Interest-
bearing
bank and Other An amount
other  Convertible payables Lease duetoa
borrowings bonds and accruals liabilities related party Total
RMB’000 RMB’000 RMB’000 RMB’000 RMB'’000 RMB’000
3,110,502 1,892,889 120,137 171,395 179,905 5,474,828
411,974 (140,698) (238,476) (27,959 73,111 77,952
- - - 1,451 - 1,451
- (37) - - - (37)
(3,807) 119,760 - (514) - 115,439
585,251 - 138,892 6,969 26,028 757,140
- - - (342) - (342)
- - - - 100,000 100,000
(15,839) - - - - (15,839)
(5,234) - - - - (5,234)
- - - (17,005) - (17,005)
- - 14,224 - - 14,224
40,812 - 173,517 9,508 22,379 246,216
4,123,659 1,871,914 208,294 143,503 401,423 6,748,793
3,113,405 - 141,914 149,094 - 3,404,413
(363,784) 2,259,775 (256,134) (37,284) 174,062 1,776,635
- - - 2,893 - 2,893
- (375,954) - - - (375,954)
(56,587) 9,068 49 (2,204) (884) (50,558)
426,253 - - 51,222 - 477,475
- - - (1,716) - (1,716)
- - (2,000) - - (2,000)
- - - (1,927) - (1,927)
(31,248) - - - - (31,248
- - 18,796 - - 18,796
22,463 - 217,512 11,317 6,727 258,019
3,110,502 1,892,889 120,137 171,395 179,905 5,474,828

HOPE EDUCATION GROUP CO., LTD. e 2022 ANNUAL REPORT



NOTES TO FINANCIAL STATEMENTS
31 August 2022

36. NOTES TO THE CONSOLIDATED STATEMENT OF CASH FLOWS (Continued)

(c) Total cash outflow for leases

The total cash outflow for leases included in the statement of cash flows is as follows:

2022 2021

RMB’000 RMB’000

Within operating activities 4,128 319
Within investing activities 625,086 471,900
Within financing activities 27,959 37,284
657,173 509,503

37. FINANCIAL INSTRUMENTS BY CATEGORY

The carrying amounts of each of the categories of financial instruments as at the end of the reporting period
are as follows:

Financial assets

2022 2021
RMB’000 RMB’000
Financial assets at amortised cost:

Cash and cash equivalents 2,725,264 4,357,287

Financial assets included in prepayments, deposits and
other receivables 1,224,048 978,984
Trade receivables 127,124 126,106
Pledged and restricted deposits 308,250 457 117
Amounts due from related parties 551,647 56,629
4,936,333 5,976,123
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37. FINANCIAL INSTRUMENTS BY CATEGORY (Continued)

The carrying amounts of each of the categories of financial instruments as at the end of the reporting period
are as follows (continued):

Financial liabilities

2022 2021
RMB’000 RMB’000

Financial liabilities at fair value through profit or loss:
Convertible bonds 1,871,914 1,892,889
Derivative financial instruments - 2,817
1,871,914 1,895,706

Financial liabilities at amortised cost:

Trade payables 58,579 57,709
Amounts due to related parties 543,779 199,135
Interest-bearing bank and other borrowings 4,123,659 3,110,502
Lease liabilities 143,503 171,395
Liability of a put option granted to a shareholder 313,098 =
Financial liabilities included in other payables and accruals 3,321,094 3,175,400
8,503,712 6,714,141
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38. FAIR VALUE AND FAIR VALUE HIERARCHY OF FINANCIAL INSTRUMENTS

The carrying amounts and fair values of the Group’s financial instruments, other than those with carrying
amounts that reasonably approximately to their fair values, are as follows:

Carrying amounts Fair values

31 August 31 August 31 August 31 August
2022 2021 2022 2021
RMB’000 RMB’000 RMB’000 RMB’000

Financial assets
Pledged and restricted deposits,
non-current portion 36,193 296,083 36,193 296,083

Financial liabilities

Other payables, non-current portion 572,033 619,452 572,033 619,452
Liability of a put option granted

to a shareholder 313,098 - 313,098 -
Convertible bonds 1,871,914 1,892,889 1,871,914 1,892,889
Derivative financial instruments 2,817 - 2,817

Interest-bearing bank loans,
non-current portion 1,562,915 970,106 1,588,139 951,972

4,319,960 3,485,264 4,345,184 3,467,130

Management has assessed that the fair values of cash and cash equivalents, trade receivables, the current
portion of the pledged and restricted deposits, financial assets included in prepayments, deposits and
other receivables, financial liabilities included in other payables and accruals, trade payables, short-term
interest-bearing bank and other borrowings and the current portion of amounts due from/to related parties
approximate to their carrying amounts largely due to the short-term maturities of these instruments.

The fair values of the financial assets and liabilities are included at the amount at which the instrument could
be exchanged in a current transaction between willing parties, other than in a forced or liquidation sale. The
following methods and assumptions were used to estimate the fair values:

The Group has estimated the fair value of the non-current portion of pledged and restricted deposits by using

a discounted cash flow valuation model based on the market interest rates of instruments with similar terms
and risks.
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38.
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FAIR VALUE AND FAIR VALUE HIERARCHY OF FINANCIAL INSTRUMENTS (Continued)

The fair values of the non-current interest-bearing bank and other borrowings, and the non-current other

payables have been calculated by discounting the expected future cash flows using rates currently available

for instruments with similar terms, credit risk and remaining maturities. The changes in fair value as a result of

the Group’s own non-performance risk for non-current financial liabilities as at 31 August 2022 were assessed

to be insignificant.

The fair value of convertible bonds are measured using the binomial model. The model incorporates

unobservable inputs including share price volatility and discount rate. Below is a summary of significant

unobservable inputs to the valuation of convertible bonds together with a quantitative sensitivity analysis as at

31 August 2022:

Significant
Valuation unobservable
technique input Rate
Financial liabilities designated Binomial Volatility of 55.40%
as at fair value through profit model share price  (2021: 57.61%)
or loss (convertible bonds)
Discount rate 12.53%

(2021: 9.93%)
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Sensitivity of
fair value
to the input

5% increase/decrease
in multiple would result
in increase/decrease
in fair value by
RMB613,000/
RMB972,000/

5% increase/decrease
in multiple would result
in decrease/increase
in fair value

by RMB4,341,000/
RMB4,362,000/
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31 August 2022

38. FAIR VALUE AND FAIR VALUE HIERARCHY OF FINANCIAL INSTRUMENTS (Continued)

The following tables illustrate the fair value measurement hierarchy of the Group’s financial instruments:

Liabilities measured at fair value:

Fair value measurement using
Quoted
prices in Significant Significant
active observable unobservable
markets inputs inputs
Level 1 Level 2 Level 3 Total
RMB’000 RMB’000 RMB’000 RMB’000

As at 31 August 2022
Convertible bonds - - 1,871,914 1,871,914

As at 31 August 2021
Convertible bonds - - 1,892,889 1,892,889

Derivative financial instruments 2,817 - 2,817

2,817 1,892,889 1,895,706

Assets for which fair values are disclosed:

Fair value measurement using
Quoted
prices in Significant Significant
active observable unobservable
markets inputs inputs
Level 1 Level 2 Level 3 Total
RMB’000 RMB’000 RMB’000 RMB’000

As at 31 August 2022
Pledged and restricted deposits,
non-current portion - 36,193 - 36,193

As at 31 August 2021
Pledged and restricted deposits,
non-current portion - 296,083 — 296,083
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38. FAIR VALUE AND FAIR VALUE HIERARCHY OF FINANCIAL INSTRUMENTS (Continued)

39.

250

Liabilities for which fair values are disclosed:

As at 31 August 2022
Interest-bearing bank loans,
non-current portion
Liability of a put option granted
to a shareholder
Other payables, non-current potion

As at 31 August 2021

Interest-bearing bank loans,
non-current portion

Other payables, non-current potion

Fair value measurement using

Quoted

prices in Significant Significant
active observable unobservable
markets inputs inputs

Level 1 Level 2 Level 3 Total

RMB’000 RMB’000 RMB’000 RMB’000

- - 1,588,139 1,588,139

- - 313,098 313,098

- - 572,033 572,033

- - 2,473,270 2,473,270

- - 951,972 951,972

- - 619,452 619,452

- - 1,571,424 1,571,424

FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLICIES

The Group’s principal financial instruments comprise interest-bearing bank and other borrowings, cash and

cash equivalents and financial assets included in prepayments, deposits, other receivables and convertible

bonds. The main purpose of these financial instruments is to raise finance for the Group’s operations. The

Group has various other financial assets and liabilities such as trade receivables, other payables and accruals,

amounts due from related parties and amounts due to related parties, which arise directly from its operations.

The main risks arising from the Group’s financial instruments are interest rate risk, foreign currency risk, credit

risk and liquidity risk. The board of directors reviews and agrees policies for managing each of these risks

which are summarised below.

HOPE EDUCATION GROUP CO., LTD.
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39. FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLICIES (Continued)

Interest rate risk

The Group’s exposure to interest rate risk relates primarily to the Group’s interest-bearing bank and other
borrowings. The interest rates and terms of repayments of the borrowings are disclosed in note 27 to the
financial statements. The Group manages its interest rate exposure arising from its interest-bearing bank
loans through the use of fixed rates.

The Group does not consider that it has any significant exposure to the risk of changes in market interest
rates as the Group does not have any long-term receivables and loans which are subject to floating interest
rates.

Foreign currency risk

The Group had currency exposures from its cash and cash equivalents, interest-bearing bank borrowings
and convertible bonds. The following table demonstrates the sensitivity at the end of the reporting period to a
reasonably possible change in the US$ and HK$, with all other variables held constant, of the Group’s profit
after tax.

Increase/ Increase/
(decrease) in (decrease) in

US$/HKS$/THB profit
rate % after tax
RMB’000
At 31 August 2022
If the RMB weakens against US$ (0.5) (7,847)
If the RMB strengthens against US$ 0.5 7,847
If the RMB weakens against HK$ (0.5) (1,777)
If the RMB strengthens against HK$ 0.5 1,777
At 31 August 2021
If the RMB weakens against US$ (0.5) (13,670)
If the RMB strengthens against US$ 0.5 13,670
If the RMB weakens against HK$ (0.5) 12
If the RMB strengthens against HK$ 0.5 (12)
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FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLICIES (Continued)

Credit risk

Credit risk is the risk of loss due to the inability or unwillingness of a counterparty to meet its contractual
obligation. Deposits are mainly placed with licensing banks which are all financial institutions of high credit
quality. The Group’s maximum exposure to credit risk refers to the carrying amounts of cash and cash
equivalents, trade and other receivables and amounts due from related parties.

Maximum exposure and year-end staging

The tables below show the credit quality and the maximum exposure to credit risk based on the Group’s
credit policy, which is mainly based on past due information unless other information is available without
undue cost or effort, and fiscal year-end staging classification as at 31 August 2022 and 31 August 2021. The
amounts presented are gross carrying amounts for financial assets.

12-month
ECLs Lifetime ECLs
Simplified
Stage 1 Stage 2 Stage 3 approach Total

RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
31 August 2022
Financial assets included in

prepayments, deposits and
other receivables

— Normal** 485,388 - - - 485,388
— Doubtful** - 143,349 595,311 - 738,660
Cash and cash equivalents 2,725,264 - - - 2,725,264
Pledged and restricted deposits 308,250 - - - 308,250
Trade receivables* - - - 127,124 127,124
Amounts due from related parties 551,647 - - - 551,647

4,070,549 143,349 595,311 127,124 4,936,333
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39. FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLICIES (Continued)

Credit risk (Continued)

Maximum exposure and year-end staging (Continued)

31 August 2022

12-month
ECLs Lifetime ECLs
Simplified
Stage 1 Stage 2 Stage 3 approach Total
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
31 August 2021
Financial assets included in
prepayments, deposits and
other receivables
— Normal** 417,081 - - - 417,081
— Doubtful** - - 561,903 - 561,903
Cash and cash equivalents 4,357,287 - - - 4,357,287
Pledged and restricted deposits 457 117 - - - 457117
Trade receivables* - - - 126,106 126,106
Amounts due from related parties 56,629 - - - 56,629
5,288,114 - 561,903 126,106 5,976,123

for these balances was not material during the reporting period.

ok

For trade receivables to which the Group applies the simplified approach for impairment, the expected loss allowance

The credit quality of the financial assets included in prepayments, deposits and other receivables is considered to be

“normal” when they are not past due and there is no information indicating that the financial assets had a significant

increase in credit risk since initial recognition. Otherwise, the credit quality of the financial assets is considered to be

“doubtful”.

As at 31 August 2022 and 31 August 2021, substantially all of the bank deposits were deposited with major

financial institutions incorporated in the PRC, which management believes that they are of high credit quality

without significant credit risk.
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FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLICIES (Continued)

Credit risk (Continued)

Maximum exposure and year-end staging (Continued)

All of the trade receivables, other receivables and amounts due from related parties have no collateral or
guarantee, except for the loans and interest receivables from third parties (note 22(a)). The Group assesses
the credit quality of the counterparties by taking into account their financial position, credit history of failure to
make payments on their contractual due date, the existence of forecast changes in the market or environment
that have a significant adverse effect on the debtor’s ability to meet its obligation to the Group and other
factors. Management also regularly reviews the recoverability of these receivables and follows up disputes or
amounts overdue, if any. Management is of the opinion that the risk of default by counterparties is low.

For loans and interest receivables from the third parties with collaterals, management is of the opinion that the
expected cash flows to receive from the sale of collaterals held, discounted at an approximation of the original
effective interest rate, are higher than the aggregate amounts of the loans and the interest receivables with
collateral.

The Group considers the probability of default upon initial recognition of asset and whether there has been a
significant increase in credit risk on an ongoing basis throughout each reporting period. To assess whether
there is a significant increase in credit risk, the Group compares the risk of a default occurring on the asset
as of the reporting date with the risk of default as of the date of initial recognition. It considers available
reasonable and supportive forward-looking information.

The Group assessed that the expected credit losses for these receivables without collateral and amounts
due from related parties are not material under the 12-month expected credit loss method. Thus, no loss
allowance provision was recognised during the years ended 31 August 2022 and 31 August 2021.

At the end of the reporting period, the Group had certain concentrations of credit risk as 38% (2021: 57%)
of the Group’s trade receivables were due from the government agencies, within the domestic education
segment. The Group has delegated a team responsible for determination of monitoring procedures to ensure
that there will be a follow-up action to recover these trade receivables.

Liquidity risk

The Group monitors its risk to a shortage of funds using a recurring liquidity planning tool. This tool considers
the maturity of both its financial instruments and financial assets and projected cash flows from operations.

The Group’s objective is to maintain a balance between continuity of funding and flexibility through the use of
bank and other borrowings, convertible bonds and lease liabilities.
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39. FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLICIES (Continued)

Liquidity risk (Continued)

The maturity profile of the Group’s financial liabilities as at the end of the reporting period, based on the
contractual undiscounted payments, is as follows:

31 August 2022
On Less than 31012 1t05 Over 5
demand 3 months months years years Total
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000 RMB’000

Convertible bonds - - - 2,282,178 - 2,282,178
Interest-bearing bank and other borrowings 3,570 523,329 2,119,750 1,853,391 - 4,500,040
Financial liabilities included in other

payables and accruals 3,015,366 124,745 419,237 328,040 391,950 4,279,838
Lease liabilities - 5,938 18,027 101,072 9,485 134,522
Trade payables - 13,722 44 857 - - 58,579
Amounts due to related parties 543,779 - - - - 543,779

3,563,215 667,734 2,601,871 4,564,681 401,435 11,798,936

31 August 2021
On Less than 3to12 1105 Over 5
demand 3 months months years years Total
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000 RMB’000

Convertible bonds - - - 2,379,443 - 2,379,443
Derivative financial instruments - 2,817 - - - 2,817
Interest-bearing bank and other borrowings 3,570 1,889,220 365,881 1,017,575 - 3,276,246
Financial liabilities included in other

payables and accruals 1,896,852 95,665 586,570 328,040 473,960 3,381,087
Lease liabilities - 8,438 25,542 125,518 50,198 209,696
Trade payables - - 57,709 - - 57,709
Amounts due to related parties 199,135 - - - - 199,135

2,099,557 1,996,140 1,085,702 3,850,576 524,158 9,506,133
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FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLICIES (Continued)

Capital management

The primary objectives of the Group’s capital management are to safeguard the Group’s ability to continue

as a going concern and to maintain healthy capital ratios in order to support its business and maximise
shareholders’ value. The Group will minimise the capital expenditure and renew or extend its short-term loans

as part of capital management.

The Group manages its capital structure and makes adjustments to it in light of changes in economic
conditions. To maintain or adjust the capital structure, the Group may adjust the dividend payment to
shareholders or issue new shares. No changes were made in the objectives, policies or processes for

managing capital during the years ended 31 August 2022 and 31 August 2021.

The debt-to-asset ratio as at the end of the year is as follows:

2022

RMB’000

Total liabilities 14,265,244
Total assets 22,313,069
Debt-to-asset ratio 64%

2021
RMB’000
(Restated)

12,087,427
19,894,254

61%

EVENTS AFTER THE REPORTING PERIOD

As at the date of approval of the financial statements, the Group had no events after reporting period that

need to be disclosed.
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STATEMENT OF FINANCIAL POSITION OF THE COMPANY

31 August 2022

Information about the statement of financial position of the Company at the end of the year is as follows:

NON-CURRENT ASSETS

Due from subsidiaries
Investments in subsidiaries
Pledged and restricted deposits

Total non-current assets

CURRENT ASSETS

Prepayments and other receivables
Pledged and restricted deposits
Cash and cash equivalents

Due from subsidiaries

Total current assets

CURRENT LIABILITIES
Other payables and accruals
Amount due to a subsidiary
Amount due to a related party
Syndicated loan

Total current liabilities

NET CURRENT LIABILITIES

NET ASSETS

EQUITY
Issued capital
Reserves (note)

Total equity

HOPE EDUCATION GROUP CO., LTD.

2022 2021
RMB’000 RMB’000
4,025,846 4,039,318
1,726,774 2,068,214
260,000 260,000
6,012,620 6,367,532
22,085 13,382

- 11,739

306,011 1,668,369
1,275,313 1,180,000
1,603,409 2,873,490
52,191 37,994
2,119,077 2,259,775
355,922 12,439
- 1,601,675
2,527,190 3,911,883
(923,781) (1,038,393)
5,088,839 5,329,139
545 542
5,088,294 5,328,597
5,088,839 5,329,139

2022 ANNUAL REPORT

257



NOTES TO FINANCIAL STATEMENTS

31 August 2022

M.

42.

258

STATEMENT OF FINANCIAL POSITION OF THE COMPANY (Continued)

Note:

A summary of the Company’s reserves is as follows:

At 1 September 2020

Placing of new shares

Share issue expenses

Issue of shares upon the exercise of share options —
2018 Pre-IPO Share Option Scheme

Profit and total comprehensive income for the year

Final 2020 dividend declared

At 31 August 2021 and 1 September 2021
Issue of shares upon the exercise of share options
— 2018 Pre-IPO Share Option Scheme
Loss and total comprehensive loss for the year
Equity-settled share option
— 2022 Share Option Scheme
Final 2021 dividend declared

At 31 August 2022

Share Share option  Accumulated

premium reserve losses Total
RMB’000 RMB’000 RMB’000 RMB’000
3,622,354 118,469 (70,426) 3,670,397
1,586,331 - - 1,586,331
(13,607) - - (13,607)
89,810 (25,178) - 64,632

- - 86,778 86,778
(65,934) - - (65,934)
5,218,954 93,291 16,352 5,328,597
57,017 (16,391) - 40,626
- - (48,888) (48,888)

- 26,890 - 26,890
(258,931) - - (258,931)
5,017,040 103,790 (32,536) 5,088,294

APPROVAL OF THE FINANCIAL STATEMENTS

The financial statements were approved and authorized for issue by the board of directors on 30 November

2022.
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In this report, unless the context otherwise requires, the following expressions shall have the meanings set forth

below:

“2018 Pre-IPO Share
Option Scheme”

“Automotive College”

“Automotive Technician College”

“Board” or “Board of Directors”

“Business Day”

“CG Code” or “Corporate

Governance Code”

“China” or “PRC”

“College of Culture &

Communication”

“College of Science and
Technology”

“Company” or “our Company”

“Director(s)”

“Gansu College”

“Gongging College”

The 2018 pre-IPO share option scheme conditionally approved and adopted
by our Shareholders on 18 March 2018 for the benefit of, amongst others, our
Group’s directors, senior management, employees, advisors, consultants,
distributors, contractors, customers, suppliers, agents, business partners, joint
venture business partners and service providers, a summary of the principal
terms of which is set out in “Appendix V - Statutory and General Information” of
the Prospectus

Sichuan Hope Automotive Vocational College* (PU) || %28 /T B2 B 22 £20)
Sichuan Hope Automotive Technician College* (7911 % 2581 fZ )
The board of Directors of the Company

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

The code on corporate governance practices set out in Appendix 14 to the
Listing Rules

The People’s Republic of China excluding for the purpose of this report, Hong
Kong, the Macau Special Administrative Region of the PRC and Taiwan

Sichuan Vocational College of Culture & Communication* (PU)!| 3 {t {5 1K 2 22

Br)

Guizhou Qiannan College of Science and Technology* (& /M 2 & f % £2p7)
Hope Education Group Co., Ltd. (FZ2#E£EHFR A7), an exempted
company incorporated in the Cayman Islands with limited liability on 13 March
2017

The directors of our Company

Baiyin Hope Vocational and Technical College* (F $R 75 22 5 3£ 3 fil 236

Gongging College of Nanchang University (& A& H 520k )
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L]

“Group,” “our Group,”
HWel! Or “US"

“Guizhou Institute of Technology”

“HK$” or “Hong Kong Dollar(s)”

“Hope Education”

“Hope College”

“IFRS”

“Independent Third Party(ies)”

“Jiexing Huilv”

“Jinci College”

“Jinken College”

“Listing”

“Listing Date”

“Listing Rules”

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

Guizhou Vocational Institute of Technology* (& /| & FA 5 i 5k 2 £265)
Hong Kong dollars, the lawful currency of Hong Kong

Sichuan Hope Education Industry Group Limited* (70)!|% SH B E X EE B A
7)) (formerly known as Sichuan Mayflower Investment Company Limited (7U)I
F ATEREBMR A7), Sichuan Hope Mayflower Investment Limited (P9)I| % 21
Biti% & B[R A R]), Sichuan Hope Education Industry Company Limited (79)117
EHEEZEARAR])), a limited liability company established under the laws of
PRC on 12 January 2005

Southwest Jiaotong University Hope College* (i 323 A B2 4% 2 E[7)
The International Financial Reporting Standard(s)

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

Guizhou Jiexing Huilv Air Service Consultant Services Limited (£ /1|12 2 Z &M
2= A RIS AR A R), a limited liability company established under the laws
of PRC on 9 September 2010

Jinci College of Shanxi Medical University (L1 7528 &I K E2 517 2657

Jinken College of Technology (& 5 B % F T2 )

The listing of the Company’s Shares on the Main Board

3 August 2018, the date on which the Company’s Shares are listed and from
which dealings therein are permitted to take place on the Stock Exchange

The Rules Governing the Listing of Securities on the Stock Exchange, as
amended, supplemented or otherwise modified from time to time
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“Model Code”

“MOE”

“MEA”

“Prospectus”

“Reporting Period”

“RMB” or “Renminbi”

“SFO” or “Securities and
Futures Ordinance”

“Shaanxi University”

“Share(s)”

“Shareholder(s)”

“Shinawatra University Group”

“Sichuan TOP Institute”

“State”

“Stock Exchange” or

“Hong Kong Stock Exchange”

“Tequ Education”

DEFINITIONS

The Model Code for Securities Transactions by Directors of Listed Issuers set
out in Appendix 10 to the Listing Rules

Ministry of Education of the PRC

Mergers and acquisitions

The prospectus published by the Company on 24 July 2018
The twelve months ended 31 August 2021

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

The Securities and Futures Ordinance (Chapter 571 of the Laws of Hong Kong)

Xi’an Siyuan University* (757 2R E26T)

Ordinary share(s) of a nominal value of US$0.00001 each in the share capital of
our Company

Holder(s) of the Share(s)
Faith Star (Thailand) Company Limited and its subsidiary Shinawatra University
Sichuan TOP IT Vocational Institute (79|32 1{5 B BT H: £ 2657)

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

The Stock Exchange of Hong Kong Limited

Sichuan Tequ Education Management Limited* (70)||[4F 5B &R AR A7), a
limited liability company established under the laws of PRC on 30 November
2017 following the division under reorganization, the shareholding of which
largely mirrors that of Hope Education and is indirectly controlled by Mr. Wang
Huiwu
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“Tianyi College” Sichuan Tianyi College* (4)!|x—£255%)

“U.S.” or “United States” The United States of America, its territories, its possessions and all areas
subject to its jurisdiction

“U.S. Dollar(s)” or United States dollars, the lawful currency for the time being of the United States
HUS$!! or HUSD!!
“Yinchuan Group” The six entities the Group acquired in 2019, namely Yinchuan University of

Energy, Yinchuan Vocational School of Science and Technology, Vocational-
technical Training Center of Yinchuan University, Ningxia Modern Senior
Technical School, Car Driving Training School of Yinchuan University Education
Group, and Auto Repair Factory of Yinchuan University Education Group

“%” Percent
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