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CORPORATE PROFILE

Scholar Education Group is a leading private education service provider in South China.

Our educational philosophy is to “focus on academic excellence to enable our students to achieve their
aspirations” (B2 ¥5 % - B L2 4). We are committed to providing high-quality tutoring education to students
through a student-oriented teaching approach. All of our classes are delivered in small class settings, typically
consisting of no more than 20 students per class.

Our “Le Xue” (%£2) programme is comprised of liberal education courses in respect of art, sports, painting,
performance art, calligraphy, scientific literacy, Le Xue and Guo Xue (%4 £ [ 2, logic training and Miaowei
international literacy (% #& B % & %) with a view to fulfilling various needs of students and encouraging students
to develop their hobbies and talents, and by providing them quality services, children can achieve a balanced
development in the five aspects of “ethics, intellect, physique, aesthetics and hard-work” and enjoy a healthy
and all-rounded development.

In addition, the Group provides after-school care services, by which students can receive its quality after-school
care services from professional teachers in a safe and comfortable environment. With its talented teachers as
companions in their daily lives, the Group’s students can grow sturdily and will be motivated to build positive
thinking and attitude as well as to cultivate their capability in lifelong learning.

We have also explored new opportunities and launched our educational tour business and international courses.
The Group believes that the new business initiatives will broaden the revenue base of the Group and contribute
to its long-term development.

We will strive to promote the diversified development of the Group throughout all aspects in the future to live up
to the recognition of students, parents, and people from all walks of life.
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FINANCIAL HIGHLIGHTS

For the year ended

31 December Percentage
2023 2022 Change change
RMB’000 RMB’000 RMB’000
Revenue 570,614 402,082 168,532 41.9%
Gross profit 238,551 138,692 99,859 72.0%
Profit for the year attributable to
equity holders 85,988 54,411 31,577 58.0%

Non-IFRS measure:
Adjusted profit for the year attributable
to equity holders (Note 1) 107,999 54,411 53,588 98.5%

Earnings per Share

RMB cents RMB cents RMB cents

Basic 15.58 9.79 5.79 59.1%
Diluted 15.42 9.79 5.63 57.5%

Non-IFRS measure:

Adjusted earnings per Share (Note 2)

Basic 19.56 9.79 9.77 99.8%
Diluted 19.37 9.79 9.58 97.9%

Note 1: Adjusted profit for the year attributable to equity holders of the Group is defined as its profit for the year attributable to equity holders after
adjusting for those items which were not indicative of the Company’s operating performances, namely the share option benefit expenses
of approximately RMB8.1 million (2022: nil) and net loss from the live commerce business of approximately RMB13.9 million (2022: nil), for
the year ended 31 December 2023. Please refer to “Management Discussion and Analysis — Non-IFRS Measures” for further details.

Note 2: Adjusted earnings per share of the Group is defined as earnings per share calculated by using adjusted profit for the year attributable to
equity holders of the Group . Please refer to “Management Discussion and Analysis — Non-IFRS Measures” for further details.
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CHAIRMAN’S STATEMENT

To: Shareholders

On behalf of the Board, | am pleased to present this annual report of the Group for the year ended 31 December
2023.

Business overview

The principal business of the Group had remained profitable and the Group recorded an operating profit of
RMB122.6 million for the year ended 31 December 2023. The Group has strived to promote business
transformation, and has launched non-academic literacy programmes since autumn 2021, including science
literacy, Le Xue and Guo Xue (242 [E&), |ogic training, Miaowei international literacy (2 # B %%) and other
courses, which have shown promising results. During the year ended 31 December 2023, the Group’s revenue
from literacy programmes increased to RMB518.9 million from RMB369.8 million, and its tutoring hours
increased to 5,973,028 hours from 4,282,148 hours, as compared to last year. Our literacy programmes have
gained a high level of recognition from students and parents as they placed more emphasis on training children’s
ability to take initiatives and enhancing their deep thinking skills to achieve their overall development through the
integration of learning and thinking. During the year ended 31 December 2023, the Group’s total revenue had
increased to RMB570.6 million, representing an increase of 41.9% as compared to last year. For the year ended
31 December 2023, the Group’s net profit for the year attributable to equity holders increased by 58.0% from
RMB54.4 million for the year ended 31 December 2022 to RMB86.0 million for the year ended 31 December
2023. It was mainly attributable to (i) an increase in total tutoring hours, which in turn contributed to an increase
in revenue, (ii) the Group’s continued efforts in improving operation efficiency, and (iii) fair value gain on financial
assets (as opposed to fair value loss recorded in the last year).

The net profit attributable to equity holders for the year ended 31 December 2023 has factored in share option
benefit expenses of approximately RMB8.1 million (last year: nil) and net loss from the live commerce business
of RMB13.9 million (last year: nil), and no significant expenses related to the live commerce business are
expected to be incurred in 2024 as the live commerce business had ceased by the end of 2023. Excluding the
share option benefit expenses and net loss from the live commerce business, the Group record an adjusted net
profit attributable to equity holders of RMB108.0 million, which is a remarkable increase of 98.5% as compared
to the adjusted net profit attributable to equity holders of RMB54.4 million last year.

Future Prospects and Development Strategies

The Group has been exploring new business opportunities and launched the educational tour business and
international courses during the year ended 31 December 2023. The Group believes that the new business
initiatives will broaden the revenue base of the Group and contribute to its long-term development.

In addition, we will further accelerate the development of “Le Xue” (4422), one of the Group’s brands, which
comprises of liberal education in respect of art, sports, painting, performance art, calligraphy, scientific literacy,
Guo Xue (F12), logic training and international literacy with a view to fulfilling various needs of students and
encouraging students to develop their hobbies and talents. By providing them with quality services, children can
achieve a balanced development in the five aspects of “ethics, intellect, physique, aesthetics and hard-work”
and benefit from a healthy and all-rounded development.

SCHOLAR EDUCATION GROUP
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CHAIRMAN’S STATEMENT

Going forward, we will strive to promote the diversified development of the Group and utilise our brand influence
and reputation, as well as the extensive management experience and industry knowledge of the management
team, to actively explore new business opportunities in different fields, expand the revenue base and maximise
returns for the shareholders of the Company. In addition, we will continue to employ stringent cost control
measures to maintain a sound cash flow of the Company. We will also develop technology to continuously
enhance the quality of our services and operational efficiency to support the long-term development of the
Group.

Acknowledgement

Finally, on behalf of the Board, | would like to express my sincere gratitude to the students and parents, and to
our management and all staff for their loyalty and dedication. | would also like to express my cordial thanks to all
Shareholders, local governments and business partners for their support of, and trust in, the Board and the
management of the Group. We will endeavour to further develop our business to deliver greater returns to
Shareholders.

Chen Qiyuan
Chairman

Hong Kong, 28 March 2024
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FINANCIAL SUMMARY

A summary of the audited results and of the assets and liabilities of the Group for the last five financial years is
set out below:

Year ended 31 December

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

Revenue 570,614 402,082 831,725 749,089 711,422
Cost of sales 332,063 263,390 516,704 488,552 407,484
Gross profit 238,551 138,692 315,021 260,537 303,938
Operating profit 122,632 49,013 34,583 86,231 131,891
Profit before income tax 116,749 42,310 5,598 49,784 108,075
Profit/(loss) for the year

attributable to equity holders 85,988 54,411 (26,611) 48,938 94,786

As at 31 December

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

Non-current assets 536,110 322,292 357,201 903,142 729,837
Current assets 497,105 432,633 403,367 764,280 741,232
Total assets 1,033,215 754,925 760,568 1,667,422 1,471,069
Total equity 453,350 371,402 317,545 538,037 553,364
Non-current liabilities 129,112 82,764 119,592 484,628 382,798
Current liabilities 450,753 300,759 323,431 644,757 534,907
Total liabilities 579,865 383,523 443,023 1,129,385 917,705
Total equity and liabilities 1,033,215 754,925 760,568 1,667,422 1,471,069

SCHOLAR EDUCATION GROUP
8 ANNUAL REPORT 2023



MANAGEMENT DISCUSSION AND ANALYSIS

Financial Review
1. Revenue

Year ended 31 December Percentage
2023 2022 Change

RMB’000 RMB’000
Non-academic literacy programme and others 518,860 369,795 40.3%
Academic education programme 51,754 32,287 60.3%
Total 570,614 402,082 41.9%

The following table sets forth the student enrollments and tutoring hours delivered by types of education
services for the years indicated based on the Group’s internal records:

Year ended 31 December

2023 2022 Percentage Change
Student Tutoring Student Tutoring
enrollments 1ol enrollments hours

Non-academic

literacy programme 239,020 5,973,028 173,016 4,282,148 38.1% 39.5%
Tutoring programme 23,162 580,010 14,765 363,240 56.9% 59.7%
Total 262,182 6,553,038 187,781 4,645,388 39.6% 41.1%

The Group’s revenue increased by 41.9% from RMB402.1 million for the year ended 31 December 2022 to
RMB570.6 million for the year ended 31 December 2023. This increase was primarily due to increases in
the total student enrolments and tutoring hours, which was primarily because of the increase of the total
number of the Group’s learning centres for the year ended 31 December 2023.

2. Cost of sales
The Group’s cost of sales increased by 26.1% from RMB263.4 million for the year ended 31 December
2022 to RMB332.1 million for the year ended 31 December 2023. This increase was primarily due to (i)
increases in teacher compensation and teaching materials primarily attributable to the increase in revenue
and (i) and increase in property management fee as a result of the increase of the total number of the
Group’s learning centres for the year ended 31 December 2023.

3. Gross profit and gross profit margin
As a result of the foregoing, the gross profit of the Group increased by 72.0% from RMB138.7 million for
the year ended 31 December 2022 to RMB238.6 million for the year ended 31 December 2023. The gross
profit margin of the Group increased from 34.5% for the year ended 31 December 2022 to 41.8% for the
year ended 31 December 2023.

SCHOLAR EDUCATION GROUP
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MANAGEMENT DISCUSSION AND ANALYSIS

4. Selling expenses
The selling expenses of the Group increased by 144.2% from RMB4.7 million for the year ended 31
December 2022 to RMB11.4 million for the year ended 31 December 2023. The increase was primarily due
to the increases in advertising and exhibition expenses and customer service personnel expenses relating
to live commerce business activities. The live commerce business had ceased by the end of 2023 and no
significant relevant expenses are expected to be incurred in 2024.

5. Administrative expenses
The administrative expenses of the Group increased by 48.7% from RMB82.4 million for the year ended 31
December 2022 to RMB122.6 million for the year ended 31 December 2023. This increase was mainly due
to the increases in administrative personnel expenses and office expenses.

6. Research and development expenses
The research and development expenses of the Group decreased by 7.5% from RMB16.2 million for the
year ended 31 December 2022 to RMB15.0 million for the year ended 31 December 2023. The decrease
was primarily due to the decrease in research and development personnel expenses.

7. Otherincome — net
The other net income of the Group increased by 10.3% from RMB10.6 million for the year ended 31
December 2022 to RMB11.7 million for the year ended 31 December 2023. The increase was primarily due
to (i) an increase in sales of goods of RMB1.6 million and (ii) an increase of RMB3.5 million in finance
income. The increase was partially offset by a decrease of RMB3.2 million in government grant.

8. Other gains — net
The other net gains of the Group increased by 603.4% from RMB3.0 million for the year ended 31
December 2022 to RMB21.4 million for the year ended 31 December 2023, primarily attributable to the fair
value gain on financial assets at fair value through profit or loss of RMB19.7 million (2022: fair value loss of
RMB1.6 million). The increase was partially offset by the decrease of RMB5.7 million in lease modification
and decrease of RMB3.0 million in gains on disposal of a subsidiary.

9. Finance costs
The finance costs of the Group decreased by 12.2% from RMB6.7 million for the year ended 31 December
2022 to RMB5.9 million for the year ended 31 December 2023, primarily due to the decreases in interest
expenses on lease liabilities and borrowings.

10. Profit before income tax
As a result of the foregoing, the profit before income tax of the Group increased by 175.9% from RMB42.3
million for the year ended 31 December 2022 to RMB116.7 million for the year ended 31 December 2023.

11. Income tax (expense)/credit
The Group recorded an income tax expense of RMB32.2 million for year ended 31 December 2023 as
compared to income tax credit of RMB11.5 million for the year ended 31 December 2022. The income tax
expense was primarily due to the increase in assessable profit for the year ended 31 December 2023.

12. Profit for the year attributable to equity holders
As a result of the foregoing, the Group’s profit for the year attributable to equity holders increased by
58.0% from RMB54.4 million for the year ended 31 December 2022 to RMB86.0 million for the year ended
31 December 2023.

SCHOLAR EDUCATION GROUP
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MANAGEMENT DISCUSSION AND ANALYSIS

Adjusted profit for the year attributable to equity holders

Non-IFRS Measures

To supplement the Group’s consolidated financial statements that are presented in accordance with IFRS, the
Company also uses adjusted profit for the year attributable to equity holders and adjusted earnings per Share as
additional financial measures. The Company presents these financial measure because they are used by the
Company’s management to evaluate the Group’s financial performance by eliminating the impact of items that
the management does not consider to be indicative of the Group’s underlying performance. The management of
the Company also believes that such non-IFRS measures provide Shareholders and investors of the Company
with additional information in understanding and evaluating the Group’s consolidated results of operations in the
same manner as the management of the Company does and in comparing financial results across accounting
periods and to those of the Company’s peer companies. Such non-IFRS measure has limitations as an analytical
tool, and Shareholders and investors of the Company should not consider it in isolation from, or as substitute for
the analysis of, the Company’s results of operations or financial condition as reported under IFRS.

The following table reconciles the Group’s adjusted profit for the year attributable to equity holders presented to
the most directly comparable financial measure calculated and presented in accordance with IFRS:

Year ended 31 December Percentage
2023 2022 Change
RMB’000 RMB’000
Profit for the year attributable to equity holders 85,988 54,411 58.0%
Add:
Share option benefit expenses (Note 1) 8,125 - N/A
Net loss from the live commerce business (Note 2) 13,886 - N/A
Adjusted profit for the year attributable to
equity holders 107,999 54,411 98.5%
Notes:
(1) Share option benefit expenses: These expenses were incurred in connection with the share options granted to the employees of the

Group on 6 February 2023, which are recognised over the share options’ respective vesting period starting from the grant date to the
vesting date. These expenses are non-cash and are not directly relevant to the Group’s operating performance.

) Net loss from the live commerce business: These losses were incurred in connection with the live commerce business for the year ended
31 December 2023 and no significant expenses related to the live commerce business are expected to be incurred in 2024 as the live
commerce business had ceased by the end of 2023.

SCHOLAR EDUCATION GROUP
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MANAGEMENT DISCUSSION AND ANALYSIS

Adjusted earnings per Share
The following table reconciles the Group’s adjusted earnings per Share presented to the most directly
comparable financial measure calculated and presented in accordance with IFRS:

(a) Adjusted basic earnings per share
Adjusted basic earnings per share is calculated by dividing the adjusted earnings for the year by the

weighted average number of ordinary shares in issue for the year.

Adjusted earnings attributable to equity shareholders of the Company

(in RMB thousands) 107,999 54,411
Weighted average number of ordinary shares in issue (thousand shares) (i) 552,033 555,700
Adjusted basic earnings per share (expressed in RMB cents per share) 19.56 9.79

()  Adjusted basic earnings per share is calculated by dividing the adjusted profit for the year attributable
to the shareholders of the Company by the weighted average number of ordinary shares in issue
during the years ended 31 December 2023 and 2022.

(b) Adjusted diluted earnings per share
Adjusted diluted earnings per share adjusts the figures used in the determination of adjusted basic earnings
per share to take into account:

° the weighted average number of additional ordinary shares that would have been outstanding

Adjusted diluted earnings per share (expressed in RMB cents per share) 19.37 9.79

assuming the conversion of all dilutive potential ordinary shares.

Weighted average number of shares used as the denominator:

Weighted average number of ordinary shares used as
the denominator in calculating basic earnings per share 552,033,000 555,700,000

Adjustments for calculation of adjusted diluted earnings per share:
Share options 5,653,000 —

Weighted average number of ordinary shares and potential ordinary
shares used as the denominator in calculating adjusted diluted
earnings per share 557,686,000 555,700,000

SCHOLAR EDUCATION GROUP
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MANAGEMENT DISCUSSION AND ANALYSIS

Five Year Financial summary

A summary of the published results, assets and liabilities of the Group for the last five financial years is set out
on page 8 of this annual report. This summary does not form part of the audited consolidated financial
statements.

Liquidity, Financial Resources and Capital Structure

The total equity of the Group as at 31 December 2023 was RMB453.4 million (2022: RMB371.4 million). The
Group generally finances its operation with internally generated cash flows. As at 31 December 2023, the
Group’s cash and cash equivalents and term deposits increased by 21.2% from RMB298.7 million as at 31
December 2022 to RMB362.0 million. The increase in cash and cash equivalents for the year ended 31
December 2023 was primarily attributable to the net cash inflow from operating activities. As at 31 December
2023, the current assets of the Group amounted to RMB497.1 million (2022: RMB432.6 million), including
RMB111.7 million (2022: RMB117.3 million) in financial assets at fair value through profit or loss and other
financial assets at amortised cost, and RMB364.9 million (2022: RMB298.8 million) in bank balances, term
deposits, and restricted cash, and other current assets of RMB20.5 million (2022: RMB16.6 million). The current
liabilities of the Group amounted to RMB450.8 million (2022: RMB300.8 million), of which RMB276.3 million (2022:
RMB181.5 million) are contract liabilities, RMB50.9 million (2022: RMB34.2 million) in lease liabilities, and
RMB123.5 million (2022: RMB85.1 million) are other payables and accruals. The Group did not have bank
borrowings as at 31 December 2023 and 2022. The gearing ratio of the Group as at 31 December 2023 and 2022
was 0%, based on the interest bearing bank borrowings and the equity attributable to the Shareholders. As at 31
December 2023, the Group had net current assets of RMB46.4 million (2022: RMB131.9 million).

Treasury Management Policy

The treasury management policy of the Group is to utilise surplus cash reserves to invest in low-risk wealth
management products to generate income without interfering with the Group’s business operations or capital
expenditures. With the aim of controlling risks to the Group, the Group generally invests in low and medium risk
and short-term (generally with maturity periods not more than one year) wealth management products, including
but not limited to: (i) low-risk, principal-protected unit trusts, structured deposits and other financial instruments
issued by trust companies and commercial banks based in the PRC and the United States of America; (i) money
market instruments such as certified deposits and currency funds; (iii) debt instruments such as sovereign debt,
central bank-issued debts and various debt funds; and (iv) listed and unlisted securities. The chairman of the
Board is mandated by the Board to make investment decisions within the pre-determined limit. Subject to the
approval of the chairman of the Board, who approves all investment contracts, the treasury department of the
Group is responsible for the overall execution of the Group’s investment decisions. The treasury department is
also responsible for tracking the underlying investments of the wealth management products held by the Group
and analysing the performance of the investments of the Group. If the treasury department identifies any risk
associated with the wealth management products, the Group will take immediate action to manage its risk
exposure. The investments of the Group are monitored from time to time, and professional agencies will be
appointed to perform review and audit of such investments if deemed necessary. The treasury department also
reviews the Group’s cash position, operating cash requirements and potential investment opportunities on a
monthly basis, and is also responsible for preparing monthly investment plans and cash budgets. The monthly
investment plans and cash budgets are approved by the vice president of treasury department of the Group, the
chairman of the Board, and, if necessary, the Board, taking into account whether the proposed investment plans
would have any negative impact on the Group’s cash position and operating cash requirements. The personnel
of the treasury department of the Group are required to strictly follow the approved monthly investment plans to
execute the Group’s treasury management policy.

SCHOLAR EDUCATION GROUP
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MANAGEMENT DISCUSSION AND ANALYSIS

Foreign Exchange Exposure

The majority of the Group’s revenue and expenditures are denominated in RMB. Most of the cash and bank
deposits of the Group as at 31 December 2023 and 2022 were denominated in RMB. The Group currently does
not have any foreign currency hedging policies. The management will continue to monitor the Group’s foreign
exchange risk exposure and consider adopting prudent measures as appropriate.

Material Acquisitions and Disposals and Significant Investment

Save as disclosed in this annual report, there was no significant investment held, material acquisition and
disposal of subsidiaries, associates and joint ventures by the Company for the year ended 31 December 2023.
The Group will endeavour to keep abreast of the changing market conditions and proactively identify investment
opportunities with a view to broadening its revenue base and enhancing its future financial performance and
profitability. The Directors are confident in the future growth of the Company. As at 31 December 2023, none of
the investments held by the Group were direct equity investments in any investee company nor individually
exceeds 5% of the total assets of the Group as at 31 December 2023.

Save as disclosed in this annual report, the Group did not have any plans for significant investments as at 31
December 2023.

Contingencies

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

Pledge of Assets
The Group did not have any pledge of assets as at 31 December 2023 and 2022.

Employees and Remuneration Policies

The Group adheres to a strong belief that one of the most valuable assets of a corporation is its employees. The
Group values its human resources and recognises the importance of attracting and retaining qualified staff for its
continuing success.

The Group employed a total work force of 2,319 employees as at 31 December 2023 (2022: 1,350 employees).
The Group’s remuneration policies are in line with the prevailing market practices and are determined on the
basis of performance and experience of the individual concerned. The Group has been constantly reviewing staff
remuneration package to ensure it is competitive in the market.

SCHOLAR EDUCATION GROUP
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MANAGEMENT DISCUSSION AND ANALYSIS

Recent Development in the Applicable Laws and Regulations in the PRC

1. On 21 October 2021, the Ministry of Education, together with several other Chinese government authorities,
jointly promulgated the Notice on Strengthening the Supervision of Pre-Charging by After-School Training
Institutions (BERA MR INF K TE UL E B E TER @ A)), which provides that pre-charging by
after-school tutoring institutions providing academic and non-academic tutoring services shall be included
in the scope of supervision. Local governments shall adopt escrow bank accounts or risk reserves for the
purpose of risk control, depending on local conditions.

2. On 8 November 2021, the General Office of the Ministry of Education promulgated the Guidelines for the
Classification and Identification of After-School Training Programs at the Compulsory Education Stage ({&
BEHE R EBERINEFITEB 282 B )), which provides that the identification of academic after-school
tutoring programs shall take into account factors such as the purpose of training, training content, training
methods and evaluation methods. In addition, the General Office of the Ministry of Education has issued
the Notice on Strictly Investigating and Punishing Disguised or Incompliant Academic After-School Tutoring
(KEERBIAE R E R E AR SR ERIMNE I A AD), which prohibits the provision of invisible or
disguised academic after-school tutoring services in violation of relevant laws and regulations.

3. In March 2022, the Ministry of Education, the National Development and Reform Commission (“NDRC”)
and the State Administration for Market Regulation jointly issued the Announcement on the Regulation of
Non-Academic After-School Training (& 70 43 %8 JF 2 B R SME S8 2 £5)), which provides that: (i) non-
academic after-school tutoring institutions shall hold the corresponding qualifications and the relevant
practitioners shall have the corresponding certificates of occupational (professional) competence; (i) non-
academic after-school tutoring institutions shall ensure that the training contents and training methods are
appropriate to the age, physical and mental characteristics and cognitive level of the trainees; (iii)
information on the training contents, training period, charging items and charging standards of non-
academic after-school tutoring institutions shall be disclosed to the public and subject to public
supervision; (iv) non-academic after-school tutoring institutions shall use model contracts for after-school
tutoring services for primary and secondary students, strictly fulfil their contractual obligations and regulate
their own charging behavior; (v) non-academic after-school tutoring institutions shall be prohibited from
engaging in unfair competition by means of fictitious original prices, false discounts, false publicity, etc.,
prevent and stop monopolistic practices, and prohibit any form of price fraudulence; (vi) non-academic
after-school tutoring institutions shall deposit all their pre-charges into their special-purpose accounts; and
shall not charge one-off fees or disguised fees in the form of top-ups or time cards for a period of more
than 60 tutoring hours or 3 months; and (vii) non-academic after-school tutoring institutions shall comply
with the regulations on venues, facilities and fire safety.

4.  On 27 May 2022, the Ministry of Education published an announcement on its website, stating that the
Ministry of Education is adopting and will continue to adopt measures governing non-academic tutoring
institutions, including qualification checks, regulation of charging practices and supervision of pre-charges.
The announcement also stated that as of 15 May 2022, approximately 88% of non-academic tutoring
institutions in China had implemented third-party custodianship or risk-based deposits for the purpose of
risk control over pre-charges.

SCHOLAR EDUCATION GROUP
ANNUAL REPORT 2023 15



MANAGEMENT DISCUSSION AND ANALYSIS

5. On 16 June 2022, the Department of Education of Guangdong Province issued the “Announcement of
Solicitation of Public Comments on the ‘Measures for the Management of Practitioners of After-School
Tutoring Institutions in Guangdong Province (Draft for Comments)” ((BER (B R & R IMI B ZE A
BEEWE(BECRERLR)) AREKER B RE)). In order to implement the “Double Reduction” policy
and meet the requirements under the “Notice of the General Office of the Ministry of Education and Office
of the Ministry of Human Resources and Social Security on the Publication of the ‘Measures for the
Management of Practitioners of After-School Tutoring Institutions (Trial)’” (4B 2B R EE A N E R SR
Eapt A ERMN N RN BB E A B EIE L (F77)) AEA)) and taking into account the
actual situation in Guangdong Province, the Department of Education of Guangdong Province drafted the
“Measures for the Management of Practitioners of After-School Tutoring Institutions in Guangdong
Province (Draft for Comments)” to solicit public opinions. The “Measures for the Management of
Practitioners of After-School Tutoring Institutions in Guangdong Province (Draft for Comments)” consists of
General Provisions, Recruitment and Dismissal of Practitioners of After-School Tutoring institutions, Internal
Management, Inspection and Supervision, Supplementary Provisions, etc.

6. On 22 June 2022, the General Office of the Ministry of Education issued the “Notice on the Remediation of
After-School Tutoring in 2022 Summer Vocation” (#8721 4f 2022 F Z HA R SMNE FI106 1 B B T 1E 8938 &),
which requires the following work to be done in order to continue to do a good job in remediating after-
school tutoring, strictly prevent the opening of academic tutoring institutions, regulate the tutoring services
of non-academic tutoring institutions, effectively reduce the burden of students during the holiday, and
ensure all students from primary and secondary schools to spend a safe, enjoyable and meaningful holiday:
First, making special planning and arrangements; Second, strictly preventing the illegal opening of classes
by academic tutoring institutions; Third, strengthening supervision on non-academic tutoring institutions;
Fourth. strengthening supervision, reporting, investigation and punishment efforts; Fifth. strictly preventing
safety risks and hidden dangers; and creating a good holiday atmosphere.

7.  On 28 October 2022, the State Council issued the “Report on Effectively Reducing the Burden of Excessive
Homework and After-School Tutoring and Promoting Comprehensive and Healthy Development of
Students at the Compulsory Education Stage” (B B ZUR S B EEX B EFMRINS I B E - RERTE
HERBELETHEREEZREBRAIRE)), which reports on the progress of the “Double-Reduction”
work, study of the current situation and consideration of the next step.

8. On 21 November 2022, the Ministry of Education, the Central Political and Legal Affairs Commission, the
Office of the Central Cyberspace Affairs Commission, the National Development and Reform Commission,
the Ministry of Science and Technology, the Ministry of Human Resources and Social Security, the Ministry
of Housing and Urban-Rural Development, the Ministry of Commerce, the Ministry of Culture and Tourism,
the State Administration for Market Regulation, the General Administration of Sports of China, and the All-
China Women’s Federation jointly issued “Opinions on Further Strengthening the Prevention and
Remediation of Invisible or Variant Academic Tutoring” ({873 — > hnog 2R B & 2153|508 12
TERE R)), which provides opinions on “general requirements”, “improving prevention system to
reduce non-compliance”, “perfecting discovery mechanism to ensure no dead corner is left untouched”,
“increasing investigation and punishment efforts to consolidate strict remediation” and “intensifying
organizational support to seek effective remediation results” in order to further strengthen the prevention
and remediation of invisible or variant academic tutoring, consolidate the achievements in after-school
tutoring governance and regulate after-school tutoring services.

SCHOLAR EDUCATION GROUP
16 ANNUAL REPORT 2023



10.

11.

12.

MANAGEMENT DISCUSSION AND ANALYSIS

On 23 November 2022, the Ministry of Education issued the “Announcement of the Ministry of Education
on the Solicitation of Public Comments on the ‘Interim Measures for Administrative Punishment for After-
School Tutoring (Draft for Comments)” ((Z B SR RIMEINITHRES T2 (BCkERR) AR
ok E R M2 5)). Upon in-depth investigation and research, the Ministry of Education finalized the “Interim
Measures for Administrative Punishment for After-School Tutoring (Draft for Comments)” to solicit public
opinions. The “Interim Measures for Administrative Punishment for After-School Tutoring (Draft for
Comments)” consists of six chapters, namely, “General Provisions”, “Implementing Authority, Jurisdiction
and Admissibility”, “Offences and Punishments”, “Punishment Procedures and Enforcement”, “Supervision
of Enforcement” and “Supplementary Provisions”.

On 30 November 2022, the Ministry of Education, the Office of the Central Cyberspace Affairs Commission,
the National Development and Reform Commission, the Ministry of Science and Technology, the Ministry
of Industry and Information Technology, the Ministry of Civil Affairs, the Ministry of Finance, the Ministry of
Culture and Tourism, the People’s Bank of China, the State Administration for Market Regulation, the
General Administration of Sports of China, the China Banking and Insurance Regulatory Commission and
the China Securities Regulatory Commission jointly issued the “Opinions on Regulating Non-Academic
After-School Tutoring for Students at Primary and Secondary Schools” (%81 8 & [ P /N E A K JE 2
BliaRsMEFI B9 E &), which provides opinions on further deepening the remediation of after-school
tutoring institutions, comprehensively regulating non-academic tutoring services, and effectively
safeguarding the rights and interests of students at primary and secondary schools and their parents,
including general requirements, clarifying institution-setting standards, strictly controlling access
procedure, regulating daily operations, strengthening daily supervision, and implementing supporting
facility reforms and intensifying organizational guidance.

On 13 December 2022, the director of the Department of Supervision of After-School Education and
Training of the Ministry of Education answered reporters’ question on the “Opinions on Further
Strengthening the Prevention and Remediation of Invisible or Variant Academic Tutoring”, in particular, the
background and practice basis of “Opinions on Further Strengthening the Prevention and Remediation of
Invisible or Variant Academic Tutoring”, the general idea for the remediation of invisible or variant academic
tutoring, improvement of the prevention system in respect of invisible or variant academic tutoring, solution
to the difficulties in discovering invisible or variant academic tutoring, strengthening the collection of
evidence, investigation and punishment, and public criticism and exposure of invisible and variant tutoring
to ensure the remediation of invisible and variant tutoring is effective.

On 29 December 2022, the General Office of the Ministry of Education issued the “Notice on the
Remediation of After-School Tutoring in 2022 Winter Vocation” (€8 5 i 47 2023 4 2 & Hi B & 4N 5 5106 18
A B8 T {EH B &N)), which requires the following work to be done in order to resolutely prevent illegal after-
school tutoring from increasing burdens to students after school, and help students at primary and
secondary school spend a healthy, warm and meaningful holiday: First, deepening the remediation,
seriously investigate and punish invisible variant academic tutoring; Second, adopting a multi-pronged
approach to continue to strengthen the supervision of non-academic tutoring; Third, broadening reporting
channels for community supervision; Fourth, providing scientific guidance and work together to create a
good education atmosphere.
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13.  On 23 August 2023, the Ministry of Education issued the “Interim Measures for Administrative Punishment
for After-School Tutoring” ({(#X N5 31T EUE 51 & 1T ¥ %5)) , which came into effect on 15 October 2023.
The measures support the provisions of the administrative penalties on the after-school tutoring institutions
in violation of laws and regulations and the relevant provisions of the relevant departments of the State
Council in the prices, charging and pre-fee funds, etc. The “Interim Measures for Administrative Punishment
for After-School Tutoring” (KR ME 4T BBz 1 & 17 9% )5)) stipulates that the following situations
constitute illegal after-school tutoring, and the relevant natural persons, legal persons or other institutions
conducting such activities may be subject to a variety of administrative penalties, such as orders to rectify
or stop the tutoring, refunding, revocation of operating approvals, warnings, criticisms and fines: (i) Any
natural person, legal person or other institutions that conduct after-school tutoring without obtaining the
necessary private school licence and meet a number of conditions, including the existence of a dedicated
training venue for offline training, a specific website or application for online training with more than two
trainers and an appropriate organisational structure and division of labour; (ii) Any natural person, legal
person or other institutions that do not meet the above conditions and have not obtained a licence to
operate a private school is disguised as carrying out a number of after-school tutoring of disciplines; (iii)
Any after-school tutoring institution conducts training beyond the scope of its licence; (iv) Any after-school
tutoring institution conducts training in violation of laws, administrative regulations and relevant state
provisions; (v) Any after-school tutoring institution is disorganised; and (vi) Any after-school tutoring
institution organises or participates in the organisation of unauthorised social competitions for
preschoolers, primary and secondary school students over the age of 3.

14. On 18 December 2023, the General Office of the Ministry of Education issued the “Notice on the
Remediation of After-School Tutoring in 2024 Winter Vocation” ({85 i 472024 F ZE R EI R oM Z F0A
BB TERMA). In order to further consolidate the effectiveness of the governance of after-school
tutoring, strictly prevent the invisible variation of discipline-based training, strengthen the supervision of
non-discipline-based training, and reduce the burden of after-school tutoring for primary and secondary
school students, the following notice is made: (I) Making special deployment while considering political
standing. (Il) Strengthening supervision and law enforcement by investigating training violations. (lll)
Carrying out a comprehensive investigation to prevent safety risks. (IV) Focusing on key categories and
strengthening the supervision of training for art examination. (V) Promoting a comprehensive
implementation to policy. (VI) Doing a good job of publicity and guidance to create a good holiday
atmosphere.
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15. On 8 February 2024, the Ministry of Education issued the “Announcement on the Public Consultation on
the Regulations on the Administration of After-School Tutoring (Draft for Comments)” (B8R (R IMF I E
BAEM (BRERRB) ARBECKkERB2AE)). Inorder to regulate and improve the quality of after-school
tutoring, cater for diversified education on culture, and promote the healthy growth of the younger
generations, the Ministry of Education, on the basis of centralised governance practices and in-depth
research in recent years, has studied and formed the “Regulations on the Administration of After-School
Tutoring (Draft for Comments)”, which is open to public consultation. The Draft, containing twenty articles,
emphasises the promotion of the standardisation and legalisation of the governance of after-school
tutoring, and makes it clear that in order to carry out after-school tutoring, corresponding licences should
be obtained in accordance with the law, and the conditions of legal persons should be fulfilled, and the
after-school tutoring institutions for disciplines at the stage of compulsory education should be registered
as non-profit-making legal persons; Teaching and research staff of discipline-based after-school tutoring
institutions should obtain teaching qualifications, and teaching and research staff of non-discipline-based
after-school tutoring institutions should obtain appropriate professional qualifications; In-service teachers,
research staff in kindergartens, primary and secondary schools are not allowed to engage in after-school
tutoring; They are not allowed to take advantage of national legal holidays, rest days, and winter and
summer vacations to organise discipline-based training for the compulsory education stage. The Draft also
states that after-school tutoring institutions shall not organise or participate in the organisation of level
examinations or competitions for primary and secondary school students and pre-school children between
the ages of 3 and 6, and shall not publish the academic results and rankings of recipients; Kindergartens,
primary and secondary schools may not use participation in after-school tutoring or the results of training
as a basis for enrollment; For after-school tutoring targeting students at the compulsory education stage
should implement government-guided price management formulated by the provincial people’s government
in accordance with the law, and other after-school tutoring fees should be reported to the approving
authority for record; After-school tutoring institutions that charges pre-fee should include such fee in the
supervision.

The Company will continue to monitor the regulatory environment and assess the impact on the business and
financial condition of the Company in the near future. The Company will also adjust its business plan from time
to time and continue to actively explore opportunities.

For details on the laws and regulations applicable to the business and the industry of the Group and the
associated risks, please see “Regulatory overview” and “Risk factors — Risks relating to our business and our
industry” in the Prospectus.

Dividends

The Board does not recommend the payment of a final dividend for the year ended 31 December 2023 (for the
year ended 31 December 2022: nil).
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Subsequent events

Purchase of Shares pursuant to the Share Award Scheme

During the period from 1 January 2024 to 22 January 2024 (both days inclusive), the trustee of the Group’s Share
Award Scheme bought a total of 170,000 Shares of the Company from the market at a total consideration of
HK$388,000 (equivalent to RMB308,000) which are currently held for the purpose of satisfying share awards that
may be granted under the Share Award Scheme.

During the period from 1 January 2024 to 19 January 2024 (both days inclusive), the Company bought back a
total of 438,000 Shares of the Company from the market at a total consideration of HK$997,000 (equivalent to
RMB906,000) which are currently held for the purpose of cancellation.

Share Scheme

Immediately upon the adoption of the Share Scheme on 27 February 2024, the Share Option Scheme was
terminated and the Company will not grant any further options under the Share Option Scheme thereafter,
provided that any granted and unexercised options made under the Share Option Scheme immediately before its
termination shall continue to be valid and exercisable in accordance with the terms of the grant and the rules of
the Share Option Scheme. As of 28 March 2024, the total number of Shares available for future grant under the
scheme mandate limit of Share Scheme were 38,899,000 Shares, and grant to service providers is subject to the
service provider sublimit of 5,557,000 Shares. For further details, please refer to the circular of the Company
dated 6 February 2024 and the announcements of the Company dated 28 February 2024 and 5 March 2024.

Save as disclosed above, there were no significant events affecting the Group after 31 December 2023.
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Directors

Executive Directors

Mr. Chen Qiyuan (PR B{3=), aged 41, founder of the Group, was appointed as a Director on 7 February 2018 and
the chairman of the Board on 16 April 2018, respectively. He was re-designated as an executive Director on 20
December 2018. He is responsible for the overall formulation, guidance of business strategy and development of
the Group.

Mr. Chen has over 13 years of experience in tutoring business. From 2008 to 2012, Mr. Chen had been in
preparation for the establishment of the Group. He has been the general manager of Shenzhen Scholar since
2012. Prior to founding the Group, he worked at Shenzhen Bond Cultural Development Co., Ltd* (& 3| 1 512 X
{3 B B[R A 7)) from December 2005 to July 2008.

Mr. Chen graduated from Shaoyang University (78[5 £2Ft) in Shaoyang, Hunan Province, the PRC in June 2006
with a bachelor’'s degree of science. He received a master of business administration at Peking University
Shenzhen Graduate School in July 2022. Mr. Chen obtained the qualification of a middle school senior teacher
granted by Shaoyang Department of Education in July 2006. He was awarded the “Outstanding Person in Private
Education in 2015” (2015 R #1258 8= A ¥) by Southern Metropolis Daily (7 77 # 1 8). He also completed
the Hong Kong Youth Leadership National Studies Workshop organised by the Chinese Academy of Governance
in December 2018. Further, he completed the Oxford-Visiting Study Programme organised by the Mansfield
College, University of Oxford as a visiting scholar from Peking University HSBC Business School in March 2018.
He currently serves as the deputy chairman of the Guangdong Elementary Mathematical Society. Mr. Chen has
been appointed as the visiting professor at Lingnan Normal University (52 £ A #3 £ ) in March 2021. Mr. Chen
has also been appointed as the committee member of the Fifth Shenzhen Municipal People’s Congress in May
2021.

Mr. Qi Mingzhi (%5 B3 &), aged 39, who had joined the Group in June 2012, was appointed as a Director and
chief executive officer on 16 April 2018 and 8 December 2018 respectively. He was re-designated as an
executive Director on 20 December 2018. Mr. Qi is in charge of the Group’s overall management and operation,
contributing towards the overall strategic planning and realisation of the business objectives of the Group.

Mr. Qi has over 11 years of experience in tutoring business. He was the subject co-ordinator of science of
Shenzhen Scholar since September 2012 and was promoted to the head of teaching and education in April
20183. In September 2014, he became the deputy chief of Scholar Centre and also the chief of Shenzhen Cuizhu
learning centre. He was further promoted to serve as the deputy chief operating officer of the Shenzhen Scholar
and the principal of the middle school division of Shenzhen Scholar in July 2015. He has been serving as the
chief operating officer and the executive general manager of Shenzhen Scholar since September 2016.

Prior to joining the Group, he worked in Shenzhen Bond Cultural Development Co. Ltd* (R T FE LB E B
fR 2 &) from June 2008 to November 2008. He then worked in Shenzhen Shenxin Clubhouse Management Co.,
Ltd* CR Y TR {5 & AT E 2 4 R 2 7)) from June 2009 to May 2012.

He graduated in chemistry from Anhui Normal University (% £l £3 KX 28) in Wuhu, Anhui Province, the PRC in
July 2008. He obtained the middle school senior teacher’s qualification certificate in June 2008 from Wuhu
Department of Education.
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Ms. Li Ailing (Z & 1), aged 41, joined the Group in July 2013, and was appointed as a vice general manager of
the Group on 8 December 2018. From January 2021, Ms. Li is primary responsible for the cost control, organic
growth and realisation of business objectives of the Group’s high school segment operations. Ms. Li has over 15
years of experience in tutoring business. Prior to joining the Company, Ms. Li worked in Shenzhen Bond Cultural
Development Co., Ltd* (FIII T BE (LR F R A7) from January 2007 to June 2013. Ms. Li graduated
from the Harbin University of Science and Technology (% 2 & ¥ T KX £), Harbin, Heilongjiang Province, the
PRC in July 2006 with a bachelor’s degree of engineering.

Ms. Leng Xin Lan (/% ##), aged 38, joined the Group in May 2010, and was appointed as the director of
training and development of the Group in 2017. Ms. Leng’s main responsibilities are building the teacher and
executive training system, improving teacher’s teaching standard and morality, improving executive’s
management ability, continuously cultivating excellent management reserve for the Group to meet the talent
demand. Ms. Leng has over 14 years of experience in tutoring business. Prior to joining the Company, Ms. Leng
worked in Shenzhen Bond Cultural Development Co., Ltd* (% I 7 FB 12 3 {t % & 5 R ‘A &]) from February 2008
to April 2010. Ms. Leng graduated from the Southwest University (75 7 A £), Chongging, the PRC in July 2008
with a bachelor’s degree

Non-executive Director

Mr. Shen Jing Wu (3t 8 ), aged 54, who had joined the Group in April 2018, was appointed as a Director and
the vice chairman of the Board on 16 April 2018 and re-designated as a non-executive Director on 20 December
2018. Mr. Shen is responsible for providing the Group with advice on business strategy and development.

Mr. Shen has a wealth of experiences in management and investment. He has been the chief executive officer of
CRE Alliance (Hong Kong) Company Limited since July 2017. Mr. Shen joined HPEF Capital Partners Limited
(formerly known as HSBC Private Equity (Asia) Limited and Headland Capital Partners Limited) in January 2005.
He was then promoted to the Head of the Greater China investment team in 2006 and left the company in June
2016 with his last position as Senior Partner, Head of Greater China. Prior to that, he worked at a company
focusing on venture capital investments. From 1998 to 2002, he worked at Shanghai Industrial Holdings Limited,
managing the company’s venture capital investments. He also worked at Bain & Company in Hong Kong from
January 1993 to June 1995, Boston, the United States from July 1995 to August 1995 and San Francisco, the
United States from August 1997 to August 1998 with his last position as consultant.

Mr. Shen received a bachelor’'s degree of science in economics from the Wharton School, University of
Pennsylvania, graduating summa cum laude in May 1992 and a master of business administration from Stanford
University in June 1997.

Independent Non-executive Directors

Mr. Huang Victor (Z {£2), aged 52, was appointed as an independent non-executive Director with effect from
11 June 2019. Mr. Huang has over 30 years of experience in professional accounting, capital market and merger
and acquisition. Mr. Huang joined PricewaterhouseCoopers Hong Kong in January 1993 and was admitted to
partnership in July 2005. He left PricewaterhouseCoopers Hong Kong in July 2014. From July 2014 to August
2017, he was a partner of KPMG in Hong Kong.
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Mr. Huang is currently an independent non-executive director of () Qingdao Haier Biomedical Co., Ltd. (B &8
BB E R AR A A]) (stock code: 688139.SH), a company listed on the Sci-Tech Innovation Board of the
Shanghai Stock Exchange; (i) ManpowerGroup Greater China Limited (& & 5% ¥ KR FE B R A 7)) (stock code:
2180), a company listed on the Stock Exchange; (iii) Topsports International Holdings Limited (/& 18 Bl B* % iy 5
R 2 A]) (stock code: 6110), a company listed on the Stock Exchange; (iv) New Times Energy Corporation
Limited (375X B BR A 7)) (stock code: 166), a company listed on the Stock Exchange; (v) COSCO SHIPPING
Energy Transportation Co Ltd (9 i /88 b2 JR i %1 IX {0 B IR 2 7]) (stock code: 1138), a company listed on the
Stock Exchange; (vi) Shandong Hi-Speed New Energy Group Limited (LU /= 57 8E /R 5 B A R A &) (stock code:
1250), a company listed on the Stock Exchange; and (vii) Giordano International Limited (& 7+ X B B & R A 7))
(stock code: 709), a company listed on the Stock Exchange.

Mr. Huang was also an independent non-executive director of () Trinity Limited (F]F84% % &R A 7) (stock
code: 891), a company listed on the Stock Exchange, from 20 December 2018 to 31 December 2020; (ii) China
Bright Culture Group (X2 5% X {t £2 &) (stock code: 1859), a company listed on the Stock Exchange, from 3
February 2020 to 27 November 2020; (iii) Evergrande Property Services Group Limited (1B X4 % iR 7 A FR A 7))
(stock code: 6666), a company listed on the Stock Exchange, from 13 November 2020 to 19 November 2021;
and (iv) Laobaixing Pharmacy Chain Joint Stock Company (& & & X = B ) B R A 7)) (stock code:
603883.SH), a company listed on the Shanghai Stock Exchange, from 25 February 2021 to 23 February 2024.

Mr. Huang is a member of the Hong Kong Institute of Certified Public Accountants and the Hong Kong
Independent Non-Executive Director Association. He is also a Certified Independent Non-executive Director by
the Shanghai Stock Exchange.

Mr. Huang received a bachelor’s degree of arts from the University of California, Los Angeles in September 1992.

Mr. Yang Xuezhi (15 2 #), aged 76, was appointed as an independent non-executive Director with effect from
11 June 2019. He is responsible for providing independent opinion and judgment to the Board.

Mr. Yang has over 50 years of experience in the education industry. He worked in Hebei Hejiapingzhen High
School and Fuzhou No. 24 Middle School with his last position as the vice principal for 25 years.
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Mr. Yang is the chairman of Fujian Elementary Mathematics Association* (&£ & ¥] 5 #1222 &), Mr. Yang was
also the editor and author of “Elementary Mathematical Analysis in China* ({¥] %5 #2255 7 & ))”. He was
the senior trainer of Mathematical Olympiad and some of his students had won and awarded with the
International Mathematical Olympiad Gold Medal. Mr. Yang was the judge and chief judge of thesis defence at
Southern Division of S. T. Yau High School Mathematics Awards, and served as the chairman of the judging
panel of graduate thesis defense of Fujian Normal University for many times. He had been employed by “Middle
School Mathematics* ({ £ £(2))” and other magazines in Hubei Province as an editorial board member. He
had been the director of the evaluation committee of intermediate title and senior title for middle school
mathematics teacher in Fuzhou for three consecutive sessions. He has participated in the evaluation of senior
title for mathematics, the evaluation of special-grade mathematics teacher, and the evaluation of backbone
teachers for mathematics discipline in Fujian province and Fuzhou City for many times. He has also participated
in the evaluation of leaders of mathematics discipline and the evaluation of famous mathematics teachers in
Fujian Province and Fuzhou City, and was the guidance tutor in mathematics discipline under the New
Curriculum Reform. Mr. Yang has published more than 300 valuable research papers on education, teaching and
elementary mathematics in foreign mathematical journals, national CN journals, mathematics core journals and
university journals, and many of his papers have won the national first prizes. He has edited and published a
number of books, such as “Elementary Mathematics Research Anthology in Fujian Province* (({& &% )5 £ £
35 X5 ))”, “Inequality Research* ({5 = #ff 3£))”, “Mathematical Olympics Inequality Research* ({1 £ B Ak
U2 & A B 98))” and “Journey to Realize the Dream of Revitalizing Mathematics in China — Historical Notes
on Chinese Elementary Mathematics Research* ({(Ik E (A B & LK) E £ 2 ik — R B ) S 82T L FE))”. He
has also edited and published eight issues of “China Elementary Mathematics Studies* ({7 B #] £ £t 2 # 5T))
magazine (conference journal), and four issues of “Chinese Research on Elementary Mathematics* (9 Bl ¥ & £&
Bt 3T))” (deluxe edition). He has participated in the compilation of many mathematical monographs and
reference books on mathematics teaching.

Mr. Yang graduated from Wuhan University, Hubei Province, the PRC with a bachelor’s degree of mathematics
in July 1970. He obtained the qualification of a middle school senior teacher in August 1996 from the Fuzhou
municipal education bureau and the qualification of a special grade teacher in September 2002 from the people’s
government of Fujian Province, the PRC.

Ms. Yim Ka Man (& 5l 8}), aged 44, has over 16 years of experience in external audit, management accounting,
operations management, internal control review, ESG reporting and enterprise risk assessment. She has been
the Head of Risk Advisory Services at Mazars CPA Limited (“Mazars”), an international audit, tax and advisory
firm, in Hong Kong since April 2021. Prior to joining Mazars, she worked at BDO Risk Advisory from March 2014
to May 2015 as manager, and at Baker Tilly Hong Kong — Risk Advisory from May 2015 to April 2021, with her
last position as director. Prior to that, she has worked at various international accounting firms, where she was
responsible for supervising auditors in a number of systems reviews and audit assignments for both listed
companies, large private enterprises and listing applicants, and she has also worked at the internal audit
departments of Miramar Group, a renowned hospitality group, and Hang Lung Properties, a leading property
developer in Hong Kong. Ms. Yim is currently an independent non-executive director of APT Satellite Holdings
Limited (28 A & £ £ i% & R 2 a]) (stock code: 1045), a company listed on the Stock Exchange.

Ms. Yim is a member of CPA Australia and the Hong Kong Institute of Certified Public Accountants. Ms. Yim
received a Master of Laws (International and Commercial Law) degree from the University of Greenwich, the
United Kingdom in November 2020 and a Bachelor of Business (Accounting and Banking & Finance) degree from
Monash University, Australia in July 2002.
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Senior Management

Mr. So Wai Hang (% {£18), aged 44, has been the chief financial officer and company secretary of the Group
since January 2019. He is responsible for the financial management, investor relations and company secretarial
matters of the Group.

Mr. So has over 22 years of experience in professional accounting and auditing. Prior to joining the Group, Mr.
So worked for PricewaterhouseCoopers and was mainly responsible for leading and managing various teams of
professionals to provide audit and assurance assignments, capital market transactions and advisory projects to
clients including listed companies and multinational companies.

Mr. So is a fellow member of the Hong Kong Institute of Certified Public Accountants and the Association of
Chartered Certified Accountants. He is also a member of the CPA Australia and the Chartered Institute of
Management Accountants. Mr. So is a Chartered Global Management Accountant and a Certified Internal
Auditor registered with the Institute of Internal Auditors. Mr. So currently serves as a director of a subsidiary of
the Company.

Mr. So graduated from the Hong Kong Polytechnic University with a bachelor’'s degree of business
administration.

Mr. Hua Ribao (1€ HE), aged 45, who had joined the Group in November 2016, and was appointed as a
financial controller of the Group on 4 January 2017. He is responsible for the financial management of the Group.

He has over 20 years of experience in accounting and financial management. Prior to joining the Group, Mr. Hua
served as a finance manager of Shenzhen Taiwei Footwear Limited* (Z3I| & B #3522 7)) from January 2001
to February 2007. He then served as the accountant of ChinaPaint (Shenzhen) Limited (7 Z HIZR(RYINE R A 7))
from March 2007 to October 2008. From March 2009 to September 2010, Mr. Hua was the finance manager of
Little Sheep Catering China Company Limited (Shenzhen branch) (W5 &/ NEEEFEHE AR A B FYIH A7)
and was responsible for financial review. From September 2010 to May 2012, he was the director of the finance
department of Shenzhen Susaite Information Counseling Co., Ltd* (RYIIER IS EUEE R A 7)), responsible
for reviewing and auditing the financials of the company. From May 2012 to November 2013, he was the audit
manager of Shenzhen Meten Education Science and Technology Co., Ltd* (&Y EEHE BIRAF),
formerly known as Shenzhen Yelian Business and Consultancy Co., Ltd* (FIJI{EE > ¥ IR ZMER A F)).

From November 2013 to June 2016, he was the chief financial officer of Shenzhen Zhongjiu Education Consulting
Limited* (FJITH B ZEABER Q7). From June 2016 to November 2016, he served as the chief financial
officer of Shenzhen Skycrane Technology Limited* (% 3IIT EFF 8RR D B IR 2 7).

Mr. Hua graduated from Xi’an Jiaotung University (78 % 228X 2), Xi’an, Shaanxi Province, the PRC in July 2011
through online course with a bachelor’s degree of management obtained in March 2012. He is also a member of
the Chinese Institute of Certified Public Accountants. He was also awarded the certificate of Certified Internal
Auditor by the China Institute of Internal Audit with the authorisation of the Institute of Internal Auditors in
November 2012.
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The Directors present their report together with the audited consolidated financial statements for the year ended
31 December 2023.

Global Offering

The Company was incorporated in the Cayman Islands on 7 February 2018 as an exempted company with
limited liability under the Companies Law. The Shares became listed on the Main Board of the Stock Exchange
on 21 June 2019.

Details of the Shares issued during the year ended 31 December 2023 are set out in Note 23 to the consolidated
financial statements.

Principal Activities

The Company is an investment holding company. The Group’s principal activities include mainly the provision of
private education services and educational tour business and international courses. Details of activities of the
Group are set out in Note 11 to the consolidated financial statements.

Financial Results

The revenue and profit attributable to the owners of the Company for the year ended 31 December 2023 were
approximately RMB570.6 million and RMB86.0 million, respectively. Of such revenue, approximately 91.2% was
derived from non-academic literacy programmes and others; and approximately 8.8% was derived from tutoring
programmes. For details, please see the audited consolidated statement of comprehensive income set out on
page 106 of this annual report.

Business Review

A fair review of the Group’s business during the year ended 31 December 2023, which includes an analysis of
the Group’s performance during the year using financial key performance indicators, an indication of likely future
developments in the Group’s business, a discussion of the principal risks and uncertainties faced by the Group,
a discussion on the Group’s environmental policies and performance, details regarding the Group’s compliance
with the relevant laws and regulations that have a significant impact on the Group, and the Group’s key
relationships with stakeholders as required under Schedule 5 to the Companies Ordinance (Chapter 622 of the
Laws of Hong Kong) are set out in “Chairman’s Statement”, “Management Discussion and Analysis”, “Corporate
Governance Report” and “Environmental, Social and Governance Report” in this annual report.

Outlook

Please see “Future prospects and development strategies” on pages 6 to 7 of “Chairman’s Statement” in this
annual report for details.
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Major Customers and Suppliers

The customers of the Group are primarily its students. For the year ended 31 December 2023, the percentage of
revenue attributable to the Group’s five largest customers combined was less than 30% of the Group’s revenue.

The suppliers of the Group primarily comprise book suppliers, teaching equipment vendors, human resources
services providers, equipment and materials vendors. For the year ended 31 December 2023, the percentage of
purchases attributable to the Group’s five largest suppliers combined were less than 30% of the Group’s cost of
revenue.

None of the Directors, their associates or any Shareholder that, to the knowledge of the Directors, owns more
than 5% of the Company’s share capital had an interest in the Group’s major customers or suppliers.

Tax Relief

The Company is not aware of any relief from taxation available to the Shareholders by reason of their holding of
the Shares.

Environmental Policies and Performance

The Group is highly aware of the importance of environmental protection and has not noted any material non-
compliance with any relevant laws and regulations in relation to various aspects of its business, including health
and safety, workplace conditions, employment and the environment. The Group has implemented environmental
protection measures and encouraged its members of staff to be environmentally friendly at work by consuming
the electricity and paper according to actual needs, so as to reduce energy consumption and minimise
unnecessary waste. The Company is not aware of any environment-related violations during the year ended 31
December 2023.

For details of the Company’s environmental policies and performance, and the relations with employees,
customers and suppliers, please see the Environmental, Social and Governance Report of the Company for the
year ended 31 December 2023 on pages 69 to 100 of this annual report.

Compliance with Relevant Laws and Regulations

During the year ended 31 December 2023, 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.

Property, Plant and Equipment

Details of the movements in property, plant and equipment of the Group during the year ended 31 December
2023 are set out in Note 14 to the consolidated financial statements.

Share Capital

Details of the movements in the share capital of the Company during the year ended 31 December 2023 are set
out in Note 23 to the consolidated financial statements.
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Distributable Reserves of the Company

Details of the movements in reserves of the Company during the year ended 31 December 2023 are set out in
Note 26 to the consolidated financial statements.

As at 31 December 2023, the Company’s reserves available for distribution to the Shareholders consisted of
share premium of approximately RMB79.8 million (2022: RMB79.8 million). Under the Companies Law and
subject to the Articles of Association, the share premium account may be applied by the Company for paying
distributions or dividend if, after such distributions or dividend is paid, the Company will be able to pay off its
debts as they fall due in the ordinary course of business.

Taxation

Details of the tax position of the Company during the year ended 31 December 2023 are set forth in Note 12 to
the consolidated financial statements.

Bank Borrowings
As at 31 December 2023 and 2022, the Group did not have bank borrowings.

Directors

The Directors during the year and up to the date of this annual report were as follows:

Executive Directors

Mr. Chen Qiyuan (Chairman)

Mr. Qi Mingzhi (Chief Executive Officer)
Ms. Li Ailing

Ms. Leng Xinlan

Non-executive Director
Mr. Shen Jing Wu (Vice Chairman)

Independent non-executive Directors
Mr. Huang Victor

Mr. Yang Xuezhi

Dr. Liu Jianhua (retired on 19 May 2023)

Ms. Yim Ka Man (appointed on 19 May 2023)

In accordance with Article 84(1) of the Articles of Association, Mr. Huang Victor, Mr. Yang Xuezhi and Mr. Shen
Jing Wu will retire by rotation at the AGM. Mr. Huang Victor and Mr. Yang Xuezhi, being eligible, have offered

themselves for re-election at the AGM.

Details of the Directors to be re-elected at the AGM will be set out in the circular to the Shareholders.
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Biographical Details of Directors and Senior Management

Biographical details of the Directors and the senior management of the Group as at the date of this annual report
are set out on pages 21 to 25 in “Directors and Senior Management” in this annual report.

Independence of the Independent Non-Executive Directors

The Company has received, from each of the independent non-executive Directors, a confirmation of her/his
independence pursuant to Rule 3.13 of the Listing Rules. Based on such confirmations, the Company considers
that all the independent non-executive Directors are independent.

Directors’ Service Contracts

Each of the executive Directors has entered into a service contract with the Company for an initial fixed term of
three years and will continue thereafter until terminated by not less than three months’ notice in writing served by
either party on the other, which notice shall not expire until after the fixed term.

The non-executive Director has entered into a letter of appointment with the Company for an initial fixed term of
one year and will continue thereafter until terminated by not less than three months’ notice in writing served by
the non-executive Director on the Company or with immediate effect following the notice in writing served by the
Company on the non-executive Director.

Each of the independent non-executive Directors has entered into a letter of appointment with the Company for
an initial fixed term of one year and will continue thereafter until terminated by not less than three months’ notice
in writing served by the independent non-executive Director to the Company or with immediate effect following
the notice in writing served by the Company to the independent non-executive Director.

None of the Directors who is proposed for re-election at the AGM has or is proposed to have a service contract
with the Company or any of its subsidiaries other than contracts expiring or determinable by the employer within
one year without the payment of compensation (other than statutory compensation).

Emolument Policy

A remuneration committee has been set up for reviewing the Company’s emolument policy and structure for all
remuneration of the Directors and senior management of the Group, having regard to the Company’s operating
results, individual performance of the Directors and senior management and comparable market practices.

Details of the emoluments of the Directors and those of the five highest paid individuals of the Group for the year
ended 31 December 2023 are set out in Note 9(b) to the consolidated financial statements.

For the year ended 31 December 2023, no emoluments were paid by the Group to any Director or any of the five
highest paid individuals as an inducement to join or upon joining the Group or as compensation for loss of office.
None of the Directors has waived or agreed to waive any emoluments for the year ended 31 December 2023.

The Company has also adopted the Share Option Scheme as incentive for Directors and eligible employees.
Details of the Share Option Scheme are set out in “Share Option Scheme” in this annual report.

The Company has adopted the Share Award Scheme and the Share Scheme to provide incentives to eligible
employees of the Group. Details of the Share Award Scheme and the Share Scheme are set out in “Share Award
Scheme” and “Share Scheme”, respectively, in this annual report.
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Directors’ Interests in Transactions, Arrangements or Material Contracts

Save as disclosed in this annual report, no Directors had a material interest, either directly or indirectly, in any
transactions, arrangements or contracts of significance to the business of the Company to which the Company
or any of its subsidiaries, PRC Operating Entities or fellow subsidiaries was a party during the year.

Rights and Interests of Directors and Controlling Shareholders on Competing
Business

A deed of non-competition dated 3 June 2019 (the “Deed of Non-competition”) was entered into among the
Company and the controlling shareholders of the Company, namely Mr. Chen Qiyuan, Sky Noon and Magnificent
Industrial, according to which the controlling shareholders have jointly and severally and irrevocably undertaken
that they would not participate or be interested or engaged in or hold any business which is or may be in
competition with the business of the member of the Group from time to time.

The controlling shareholders of the Company, namely Mr. Chen Qiyuan, Sky Noon and Magnificent Industrial,
have confirmed their compliance with the Deed of Non-competition during the year ended 31 December 2023.

The independent non-executive Directors have reviewed the Deed of Non-competition and assessed whether
the controlling shareholders of the Company had abided by the non-competition undertaking. The independent
non-executive Directors confirmed that the controlling shareholders had not been in breach of the Deed of
Non-competition during the year ended 31 December 2023.

As at 31 December 2023, none of the Directors or their associates had any competing interests in the businesses
which competed or are likely to compete with the Company or its subsidiaries or PRC Operating Entities, either
directly or indirectly.

Management Contracts

No contracts concerning the management and administration of the whole or any substantial part of the business
of the Company were entered into or existed during the year ended 31 December 2023.

Material Contracts

Save as disclosed in this annual report, none of the Company or any of its subsidiaries or PRC Operating Entities
entered into any material contracts with the controlling shareholders or any of their subsidiaries other than the
Company, nor was there any material contracts between the Company or any of its subsidiaries and the
controlling shareholders or any of their subsidiaries other than the Company in relation to provision of services
during the year ended 31 December 2023.

Change in Information in Respect of Directors
Save as disclosed in this annual report, there was no change to any of the information required to be disclosed

in relation to any Director pursuant to paragraphs (a) to (e) and (g) of Rule 13.51(2) of the Listing Rules for the
year ended 31 December 2023.
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Directors’ and Chief Executive’s Interests and Short Position in Shares,
Underlying Shares and Debentures

As at 31 December 2023, the interests and short positions of the Directors and the 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) as recorded in the register required to be kept pursuant to section 352
of the SFO or as otherwise notified to the Company and the Stock Exchange pursuant to the Model Code were
as follows:

(@) Long positions in the Company

Approximate

percentage
Number of of interest
Name of Directors Capacity/Nature of Interest Shares held in the Company"
Mr. Chen Qiyuan® Interest in a controlled corporation 219,395,000 39.48%
Mr. Qi Mingzhi Beneficial owner 12,818,000 2.31%
Note:
1) Mr. Chen Qiyuan is the sole shareholder of Yu Xi International, and he is therefore deemed to be interested in the Shares held by
Sky Noon, through Yu Xi International.
(b) Long positions in Shenzhen Scholar
Amount of Approximate
registered percentage
Name of Directors Capacity/Nature of Interest capital of equity interest®
(RMB)
Mr. Chen Qiyuan" Mr. Chen Qiyuan 7,800,000 39%

Save as disclosed above, as at 31 December 2023, none of the Directors or the chief executives of the Company
had or was deemed to have any interest or short position in the shares, underlying shares or debentures of the
Company or its associated corporations (within the meaning of Part XV of the SFO) as recorded in the register
required to be kept under Section 352 of the SFO, or as otherwise notified to the Company and the Stock
Exchange pursuant to the Model Code.
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Directors Rights to Acquire Shares or Debentures

Save as disclosed in this annual report, at no time during the year ended 31 December 2023 was the Company
or any of its subsidiaries, PRC Operating Entities or fellow subsidiaries a party to any arrangement that would
enable the Directors to acquire benefits by means of acquisition of shares in, or debentures of, the Company or
any other body corporate, and none of the Directors or any of their spouses or children under the age of 18 was
granted any right to subscribe for the equity or debt securities of the Company or any other body corporate or
had exercised any such right.

Substantial Shareholders’ Interests and Short Positions in Shares and
Underlying Shares

As at 31 December 2023, to the best knowledge of the Directors, the following persons (not being a Director or
chief executive of the Company) had interests or short positions in the Shares or underlying shares of the
Company as recorded in the register required to be kept by the Company pursuant to section 336 of the SFO:

Approximate

percentage

Number of of interest

Name of Shareholders Capacity/Nature of Interest Shares held in the Company
Sky Noon® Beneficial owner 219,395,000 39.48%
Yu Xi International™ Interest in a controlled corporation 219,395,000 39.48%

Note:

1) Sky Noon is owned as to 100 voting shares by Yu Xi International and 100 non-voting shares by Xuan Yuang Jiu Zhou Holdings Ltd. Yu Xi
International is wholly-owned by Mr. Chen Qiyuan, an executive Director and a controlling shareholder of the Company. Yu Xi International
is deemed to be interested in all the Shares in which Sky Noon is interested by virtue of the SFO.

Save as disclosed above, as at 31 December 2023, the Directors were not aware of any persons (who were not
Directors or chief executives of the Company) who had an interest or short position in the Shares or underlying
shares of the Company as recorded in the register required to be kept under section 336 of the SFO.

During the year ended 31 December 2023, the Group had two share-based incentive schemes in effect, namely
the Share Option Scheme and the Share Award Scheme.

Share Option Scheme

The Share Option Scheme was approved and adopted by the Shareholders on 3 June 2019 and became
effective upon listing of the Shares on the Main Board of the Stock Exchange on 21 June 2019.

Subject to the terms of the Share Option Scheme, the Board shall be entitled at any time within 10 years from
the adoption date of the Share Option Scheme to offer the grant of an option to any eligible person as the Board
may in its absolute discretion select to subscribe at the subscription price for such number of Shares as the
Board may (subject to the terms of the Share Option Scheme) determine (provided the same shall be a board lot
for dealing in the Shares on the Stock Exchange or an integral multiple thereof).
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The purpose of the Share Option Scheme is to provide selected participants, including employees, directors,
suppliers, customers, consultants, business or joint venture partners, franchisees, contractors, agents,
representatives and service providers of the members of the Group, an opportunity to have a personal stake in
the Company and help motivate them to optimise their future contributions to the Group and/or to reward them
for their past contributions, to attract and retain or otherwise maintain on-going relationships with such selected
participants. For further details on the Share Option Scheme, please see “Statutory and General Information — F.
Share Option Scheme” in Appendix V to the Prospectus.

The Share Option Scheme will provide the Company with a flexible means of retaining, incentivising, rewarding,
remunerating, compensating and/or providing benefits to selected participants.

The maximum number of Shares which may be issued upon exercise of all options to be granted under the
Share Option Scheme must not in aggregate exceed 55,570,000 Shares, representing 10% of the Shares in
issue as at the date of this annual report. The total number of Shares issued and to be issued upon exercise of
the options granted (including both exercised and outstanding options) to a participant in any 12-month period
must not exceed 1% of the Shares in issue as at such date unless approved by the Shareholders in a general
meeting.

An offer of the grant of an option shall remain open for acceptance by a participant for a period of 28 days from
the offer date provided that no such grant of an option may be accepted after the expiration of the effective
period of the Share Option Scheme. An amount of HK$1.00 is payable upon acceptance of the grant of an
option.

The exercise price of the options granted under the Share Option Scheme shall be such price as determined by
the Board and notified to the participant and which shall not be less than the highest of: (i) the closing price of
the Shares as stated in the Stock Exchange’s daily quotation sheets on the date of grant of the option; (ii) the
average of the closing price of the Shares as stated in the Stock Exchange’s daily quotation sheets for the five
trading days immediately preceding the date of grant of the option; and (iii) the nominal value of the Shares.

Details of the options to subscribe for Shares pursuant to the Share Option Scheme and the movement during
the year are set out below:

Number of share options

Lapsed/ Outstanding

Exercise As at Granted Exercised cancelled as at

Name/class of price per 1 January during the during the during the 31 December

grantees Date granted Share 2023 year year year 2023

Employees of 6 February 2023 HK$1.62 — 27,785,000 — — 27,785,000
the Group (Note 1)

Total - 27,785,000 - - 27,785,000
(Note 1)
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Note:

1) On 6 February 2023, the Company granted share options (the “Share Options”) to the grantees under the Share Option Scheme, which
will entitle them to subscribe for an aggregate of 27,785,000 new Shares. Subject to the fulfilment of the relevant vesting conditions
(including performance criteria and duration of employment with the Group) as determined by the Board, the Share Options will vest in
three tranches: (i) 33% to be vested within fifteen (15) days after the date of publication of the annual results announcement of the
Company for the year ending 31 December 2023 on the website of the Stock Exchange, provided that the vesting period shall be no less
than 12 months as set out in Rule 17.03F of the Listing Rules; (ii) 33% to be vested within fifteen (15) days after the date of publication of
the annual results announcement of the Company for the year ending 31 December 2024 on the website of the Stock Exchange; and (jii)
the remaining 34% to be vested within fifteen (15) days after the date of publication of the annual results announcement of the Company
for the year ending 31 December 2025 on the website of the Stock Exchange. Options that have vested may be exercised at any time for
a period of two years from the vesting date. All outstanding or unexercised Options shall lapse after 15 April 2028.

The value of the Share Options granted is HK$0.81 to HK$1.01 per option, based on the Trinomial tree valuation
model. The significant inputs into the model were share price of HK$1.53 as at the grant date, the exercise price
shown above, standard deviation of expected share price returns of 86.32%, expected life of options of two
years, expected zero dividend payout rate and annual risk-free interest rate of 3.29% to 3.57%. The volatility
measured at the standard deviation of expected share price returns is based on statistical analysis of daily share
prices of comparable companies. The trinomial model is developed to estimate the fair value of European share
options. The fair values calculated are inherently subjective and uncertain due to the assumptions made and the
limitations of the model used. The value of an option varies with different variables of certain subjective
assumptions. Any change in variables so adopted may materially affect the estimation of the fair value of an
option.

The Share Option Scheme was terminated on 27 February 2024 immediately upon the adoption of the Share
Scheme and the Company will not grant any further options under the Share Option Scheme thereafter, provided
that any granted and unexercised options made under the Share Option Scheme immediately before its
termination shall continue to be valid and exercisable in accordance with the terms of the grant and the Share
Option Scheme Rules. For further details, please refer to “Subsequent Events — Share Scheme” in this annual
report.

Share Award Scheme

The Share Award Scheme was approved and adopted by the Board on 28 December 2020. A summary of the
Share Award Scheme is set out below. For further details, please refer to the announcement of the Company
dated 28 December 2020.

Duration

Subject to any early termination as may be determined by the Board pursuant to the Share Award Scheme
Rules, the Share Award Scheme shall be valid and effective from 28 December 2020 to the date the last of the
Awarded Shares has been vested and transferred to the relevant selected participant or has lapsed in
accordance with the Share Award Scheme Rules provided that no Award shall be made on or after the tenth
anniversary date of the Adoption Date.

Purpose and objectives

The purposes and objectives of the Share Award Scheme are (i) to recognise the contributions by certain Eligible
Participants and to provide them with incentives in order to retain them for the continual operation and
development of the Group; (ii) to attract suitable personnel for further development of the Group; and (i) to
provide certain Eligible Participants with a direct economic interest in attaining a long-term relationship with the
Group.
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Administration

The Share Award Scheme shall be subject to the administration of the Board in accordance with the Share
Award Scheme Rules and the terms of the Trust Deed. The Trustee shall hold the trust fund (including the
Awarded Shares and related income) in accordance with the terms of the Trust Deed. The Board may from time
to time issue implementation and operation manual for the Share Award Scheme.

Operation

The Board may, at any time and from time to time, cause to be paid by the Group an amount of cash to the
Trustee for the purchase of Shares on the market at the prevailing market price for the operation of the Share
Award Scheme. Once purchased, the Shares are to be held by the Trustee for the award of Shares under the
Share Award Scheme. As no new Shares will be issued for the award of Shares under the Share Award Scheme,
the Operation of the Share Award Scheme is not expected to have a dilutive impact to the Shareholders.

Scheme limit

As the operation of the Share Award Scheme will not involve any issuance of new Shares and is not expected to
have any dilutive impact to the Shareholders, the Board does not consider that it is necessary to set a scheme
limit for the Share Award Scheme. However, the maximum number of shares which may be awarded to a
Selected Participant under the Share Award Scheme shall not exceed 1% of the issued share capital of the
Company as at the Adoption Date.

Award of awarded shares

Subject to the Share Award Scheme Rules, the Board may, from time to time, at its sole and absolute discretion
select any Eligible Participant (other than an Excluded Participant) for participation in the Share Award Scheme
as a Selected Participant.

In determining the number of Awarded Shares for a Selected Participant, the Board may take into consideration
matters including (without limitation), the general financial condition of the Group and the rank and performance
of the relevant Selected Participant.

The Board is entitled to impose any conditions (including, without limitation, the performance, operating and
financial targets and other criteria such as payment of grant price, if any, to be satisfied by the Selected
Participant), as it deems appropriate in its sole and absolute discretion before the Awarded Shares can vest. The
Board shall inform (i) such Selected Participant the number of Awarded Shares, the vesting conditions and the
vesting schedule; and (i) the Trustee the relevant information of the Selected Participant and the relevant
conditions of the Awarded Shares.

No Awards will be granted to any Excluded Participant, including any connected person of the Company at the
time of the proposed grant.

Any Award made under the Share Award Scheme Rules shall be personal to the Selected Participant to whom it
is made and shall not be assignable or transferrable and, subject to the Share Award Scheme Rules, no Selected
Participant shall in any way sell, transfer, charge, mortgage, encumber or create any interest in favour of any
other person over or in relation to such Award or the related income or any of the Returned Shares under the
Share Award Scheme prior to the Vesting Date.
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Vesting of Awarded Share

Subject to the terms and conditions of the Share Award Scheme and the fulfilment of all relevant vesting
conditions, the respective Awarded Shares held by the Trustee on behalf of a Selected Participant pursuant to
the provision of the Share Award Scheme Rules shall vest in such Selected Participant in accordance with the
vesting schedule (if any) and the Trustee shall cause the Awarded Shares to be transferred to such Selected
Participant on the Vesting Date(s), provided that the Selected Participant remains at all times after the grant of
the Award and on each relevant Vesting Date an Eligible Participant.

Where any Awarded Shares and the related income which is in the form of Shares are not vested in any Selected
Participant for whatever reasons in accordance with the Share Award Scheme Rules, all such unvested Awarded
Shares and the related income shall become and for all intents and purposes be deemed to become the
Returned Shares for the purposes of the Share Award Scheme and in accordance with the Share Award Scheme
Rules.

In respect of a Selected Participant who retired by agreement with a member of the Group at any time prior to or
on the Vesting Date, all the Awarded Shares of the relevant Selected Participant shall be deemed to be vested
on the day immediately prior to his or her retirement with the relevant member of the Group.

Disqualification of Selected Participant

In the event that prior to or on the Vesting Date, a Selected Participant is found to be an Excluded Participant or
is deemed by the Board in its sole and absolute discretion to cease to be an Eligible Participant under the
following circumstances:

(@)  where such person has committed any act of fraud or dishonesty or misconduct;

(b) where such person has been declared or adjudged to be bankrupt by a competent court or governmental
body or has failed to pay his or her debts as they fall due (after the expiry of any applicable grace period) or
has entered into any arrangement or composition with his or her creditors generally or an administrator has
taken possession of any of his or her assets;

(¢)  where such person has been convicted of any criminal offence; or

(d) where such person has been convicted of or is being held liable for any offence under or any breach of the
Securities and Futures Ordinance (Chapter 571 of the Laws of Hong Kong) or other securities laws or
regulations in Hong Kong or any other applicable laws or regulations in force from time to time.

Lapse of Award

(1) Total Lapse
In the event that prior to or on the Vesting Date, under the following circumstances and subject to the
terms of the Scheme, the Award shall, unless the Board otherwise agrees, lapse forthwith and the Awarded
Shares of such Award shall not vest on the relevant Vesting Date but shall become Returned Shares for the
purpose of the Share Award Scheme:

()  the relevant Selected Participant dies or ceases to be an Eligible Participant;

(i)  the Subsidiary by which a Selected Participant is employed ceases to be a Subsidiary of the
Company (or of a member of the Group); or
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(i) an order for the winding-up of the Company is made or a resolution is passed for the voluntary
winding-up of the Company.

(2) Partial Lapse
In the event that prior to or on the Vesting Date, under the following circumstances and subject to the
terms of the Share Award Scheme, the relevant part of the Award made to such Selected Participant shall,
unless the Board otherwise agrees, lapse forthwith and the relevant Awarded Shares shall not vest on the
relevant Vesting Date but shall become Returned Shares for the purpose of the Share Award Scheme:

()  aSelected Participant is found to be an Excluded Participant; or

(i)  a Selected Participant fails to return duly executed transfer documents prescribed by the Trustee for
the relevant Awarded Shares within the stipulated period.

In case there is any lapsed Award, the Trustee shall hold the Returned Shares subject to future grants to be
made by the Board in its sole and absolute discretion.

Restrictions

No Award shall be made by the Board pursuant to the Share Award Scheme Rules and no payment shall be
made to the Trustee and no instructions to purchase Shares shall be given to the Trustee under the Share Award
Scheme where any Director is in possession of inside information in relation to the Group or where dealings in
Shares by Directors are prohibited under any code or requirement of the Listing Rules and all applicable laws
from time to time, including the Model Code for Securities Transactions by Directors of Listed Companies
contained in the Listing Rules.

Alteration of the Share Award Scheme

The Share Award Scheme may be altered in any respect by a resolution of the Board provided that no such
alteration shall operate to affect materially and adversely any subsisting rights of any Selected Participant under
the Scheme Rules. Written notice of any amendment to the Share Award Scheme shall be given to all Selected
Participants and the Trustee.

Voting Rights
The Trustee shall not exercise the voting rights in respect of any Shares held by it as nominee or under the Trust (if
any).

Termination
If not otherwise extended by the Board, the Share Award Scheme shall terminate on the earlier of (i) the 10th
anniversary date of the Adoption Date; and (ii) such date of early termination as determined by the Board
provided that such termination shall not affect any subsisting rights of any Selected Participant under the Share
Award Scheme.

Upon termination of the Share Award Scheme, all Shares remaining in the trust fund of the Trust shall be sold by
the Trustee. The net proceeds of aforesaid sale and such other funds remaining in the Trust shall be remitted to
the Company forthwith after the sale. For the avoidance of doubt, the Trustee may not transfer any Shares to the
Company nor may the Company otherwise hold any Shares whatsoever (other than its interest in the proceeds of
sale of such Shares mentioned above).
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Share Purchase pursuant to the Share Award Scheme

On 28 December 2020, the Board also resolved to provide from time to time but in any event a total sum of not
exceeding HK$100 million for the Trustee to purchase existing Shares on the market at the prevailing market
price (the “Share Purchase”) at appropriate time and hold such Shares for future award of Shares under the
Share Award Scheme.

As at the date of this annual report, the Trustee purchased a total number of 10,567,000 Shares on the market.
No Share Awards were granted or vested under the Share Award Scheme during the year ended 31 December
2028.

The Company will continue to closely monitor market conditions and its trading share price and instruct the
Trustee to undertake share repurchase for the purpose of the Share Award Scheme as and when appropriate. As
at the date of this annual report, nil Shares were held by the Trustee. The Board will constantly review and
determine at its absolute discretion such number of awarded Shares to be awarded to the Selected Participants
under the Share Award Scheme with such vesting conditions as the Board may deem appropriate.

Share Scheme

Immediately upon the adoption of the Share Scheme on 27 February 2024, the Share Option Scheme was
terminated and the Company will not grant any further options under the Share Option Scheme thereafter,
provided that any granted and unexercised options made under the Share Option Scheme immediately before its
termination shall continue to be valid and exercisable in accordance with the terms of the grant and the rules of
the Share Option Scheme.

Details of the options to subscribe for Shares pursuant to the Share Scheme are set out below:

Number of options

Outstanding

Exercise as at

price per Granted Lapsed/ 28 March

Name/class of Grantee Date grant share (HK$) (Note 1) Exercised Cancelled 2024
Employees of the Group 28 February 2024 4.48 16,671,000 — — 16,671,000

Note 1: The Share Scheme was adopted on 27 February 2024 and the options are granted thereunder after the reporting period. For further
details of the vesting schedule, performance targets and exercise period of the options granted, please refer to the announcements of
the Company dated 28 February 2024 and 5 March 2024.

As of 28 March 2024, the total number of Shares available for future grant under the scheme mandate limit of
Share Scheme were 38,899,000 Shares, and grant to service providers is subject to the service provider sublimit
of 5,557,000 Shares. For further details, please refer to the circular of the Company dated 6 February 2024 and
the announcements of the Company dated 28 February 2024 and 5 March 2024.

Equity-linked Agreements

During the year ended 31 December 2023, save as disclosed in this annual report, no equity-linked agreement
was entered into by or subsisted in the Company, and there was no provision to enter into any agreement which
will or may result in the Company issuing shares.
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Continuing Connected Transactions

In addition to the related party transactions disclosed in Note 33 to the consolidated financial statements, details
of continuing connected transactions (“CCTs”) of the Group as defined under the Listing Rules, which are
required to be disclosed in accordance with the requirements of Chapter 14A of the Listing Rules, are
summarised below:

Continuing connected transactions

We have entered into a number of continuing agreements and arrangements with our connected persons in our
ordinary and usual course of business, which constitute continuing connected transactions under the Listing
Rules. We set out below details of the continuing connected transactions for the Group:

1. Structured Contracts
On 18 January 2019, Shenzhen Fengye entered into various agreements with, among others, the PRC
Operating Entities that constitute the Structured Contracts. Pursuant to the Structured Contracts, all
economic benefits arising from the business of the PRC Operating Entities are transferred to Shenzhen
Fengye to the extent permitted under the PRC laws and regulations by means of service fees payable by
the PRC Operating Entities.

The Structured Contracts consist of a series of agreements, including an exclusive corporate operation and
business process consultancy service agreement, an exclusive technical service agreement, an exclusive
call option agreement, a shareholders’ voting rights entrustment agreement, an equity pledge agreement
and a spousal undertaking, each of which is an integral part of the Structured Contracts. Please see
“Structured contracts” in this annual report and “Structured contracts” in the Prospectus for further details.

The table below sets forth the connected persons of the Company involved in the Structured Contracts
and the nature of his/its connection with the Group. The transactions contemplated under the Structured
Contracts, as a whole, constitute continuing connected transactions of the Company under the Listing
Rules upon the Listing.

Name Connected Relationships

Mr. Chen Qiyuan Mr. Chen Qiyuan is a Director and a controlling shareholder of the Company,
and therefore a connected person of the Company under Rule 14A.07(1) of the
Listing Rules.

Xuanyang Investment Xuanyang Investment is owned as to 19.99% by Mr. Chen Qiyuan and 80.01%
by Ms. Chen Yunlei, the spouse of Mr. Chen Qiyuan and therefore a connected
person of the Company under Rule 14A.07(4) of the Listing Rules.

The independent non-executive Directors have also reviewed the transactions under the Structured Contracts
and have confirmed that (i) the transactions under the Structured Contracts carried out during the year ended 31
December 2023 had been entered into in accordance with the relevant provisions of the Structured Contracts,
had been operated so that the profit generated by the PRC Operating Entities had been substantially retained by
the Group; (ii) no dividends or other distributions have been made by the PRC Operating Entities to the holders
of its interest which are not otherwise subsequently assigned or transferred to the Group; and (jii) the Structured
Contracts are fair and reasonable, or advantageous, so far as the Group is concerned and in the interests of the
Shareholders as a whole.
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PricewaterhouseCoopers, the Company’s auditor, was engaged to report on the transactions under the Printing
Service Agreement and the Structured Contracts 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.
PricewaterhouseCoopers has issued a letter to the Board, confirming that nothing has come to their attention
that would cause them to believe that:

(1) such continuing connected transactions had not been approved by the Board;

(2) such continuing connected transactions were not carried out, in all material respects, in accordance with
the pricing policies of the Group if the transactions involve the provision of goods or services by the
Company;

(8) such continuing connected transactions were not entered into, in all material respects, in accordance with
the relevant agreements governing the transactions;

(4) in respect of such continuing connected transactions, the transaction amounts exceeded the annual caps;
or

(5) in respect of the transactions under the Structured Contracts, there were any dividends or other
distributions that had been made by the PRC Operating Entities to the Registered Shareholders which were
not otherwise subsequently assigned or transferred to the Group.

The Company confirms that it has complied with the disclosure requirements in accordance with Chapter 14A of
the Listing Rules in respect of the above continuing connected transactions.

Structured Contracts

Background of the Structured Contracts

The following summarised generally the status of the Structured Contracts adopted by the Group given the PRC
legal restriction imposed on the shareholding structure over the business the Group. For further details of the
Structured Contracts, please refer to “Structured Contracts” in the Prospectus. Capitalised terms used in this
paragraph follow the meaning of those defined in the Prospectus, unless otherwise stated.

Pursuant to the List of Special Management Measures for the Market Entry of Foreign Investment ({4 i% & & Jf
AR EEEE(EEEE) (20204 hv)), the “Negative List”), the provision does not explicitly prohibit or
restrict the participation of foreign-invested entities in K-12 after-school tutoring services. As such, there is
uncertainty in practice as to (i) whether foreign investors are permitted to invest in tutoring business in the PRGC; (i)
if foreign investment is permitted, whether tutoring business invested by foreign investors must comply with the
Regulation on Operating Sino-foreign Schools of the PRC ((FF #E A R H A E AR Sh A 1B 215 01)) (the “Sino-
foreign Regulations”) and its implementation measures and whether such companies offering tutoring business
must operate through Sino-foreign joint venture entities; and (iii) if Sino-Foreign Regulations are applicable, what
specific criteria must be met by a foreign investor (such as length of experience and form and extent of
ownership in the foreign jurisdiction) in order to demonstrate to the relevant education authorities that it meets
the Qualification Requirement (as defined below).
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Pursuant to the Implementing Measures for the Regulation on Operating Sino-Foreign Schools of the PRC ({7
INE PR KB F i 5)) (the “Sino-Foreign Regulations”), for any educational institution operated as a
Sino-foreign joint venture entity, the foreign investor in the Sino-foreign joint venture entity must be a foreign
educational institution with relevant qualification and high quality of education (the “Qualification Requirement”).
Furthermore, pursuant to the Implementation Opinions on Encouraging and Guiding Private Fund’s Entry into the
Education Sector and Promoting Healthy Development of Private Education (B8 A& EN M 3| EREE & # A X
FEBRERPAEERELENE NS R)) promulgated by the Ministry of Education of the PRC on 18 June
2012, the foreign portion of the total investment in a Sino-foreign joint venture entity should be below 50% (the
“Foreign Ownership Restriction”). In addition, the Negative List sets forth the restrictive measures for the
market entry of foreign investors, such as equity requirements and senior manager requirements. The Negative
List requires that foreign investors may only operate educational institutions offering such education services
through Sino-foreign education institutions that are in compliance with the Sino-foreign Regulations. Moreover,
the Negative List also provides that the domestic party shall play a dominant role in the Sino-foreign cooperation,
meaning that (a) the principal or chief executive officer of the educational institutions shall be a PRC national,
and (b) the representatives of the domestic party shall account for no less than half of the total numbers of the
board of directors, the executive council or the joint administration committee of the Sino-foreign education
institution (the “Foreign Control Restriction”). However, the provision of K-12 after-school education services,
which the Group is engaged in, is not expressively included in the Negative List.

The Group currently conducts its private tutoring business through the PRC Operating Entities in the PRC. Based
on the interviews of the Group with competent authorities in Guangdong and Xiamen, Fujian Province, the Group
cannot convert any of the PRC Operating Entities into Sino-foreign joint venture entities as a matter of practice
or due to the lack of implementation rules. As such, the Company adopted the Structured Contracts to control
and enjoy the economic benefits generated by the PRC Operating Entities. The Group does not hold any equity
interest in the PRC Operating Entities. The Structured Contracts, through which the Group obtains control over
and derives the economic benefits from the PRC Operating Entities, have been narrowly tailored to achieve the
business purpose of the Group and minimise the potential conflict with relevant PRC laws and regulations. The
Group had entered into the Structured Contracts for the existing PRC Operating Entities and expects to enter
into structured contracts for entities to be newly established or invested in, the terms and conditions of which
shall be the same as the existing Structured Contracts in all material aspects.
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The following simplified diagram illustrates the flow of economic benefits from the PRC Operating Entities to
Shenzhen Fengye stipulated under the Structured Contracts:

Company

100%

A

Registered

Shenzhen Fengye [€--------------- Shareholders

@ !
v

PRC Operating
Entities

M

<

—— denotes direct legal and beneficial ownership in the equity interest
----- denotes Structured Contracts

Notes:

1. Payment of service fees. See “Structured Contracts — Summary of the material terms of the Structured Contracts — (1) Exclusive
Corporate Operation and Business Process Consultancy Service Agreement” in this annual report for details.

2. Provision of exclusive technical services. See “Structured Contracts — Summary of the material terms of the Structured Contracts — (2)
Exclusive Technical Service Agreement” in this annual report for details.

3. Exclusive call option to acquire all or part of the interest in Shenzhen Scholar. See “Structured Contracts — Summary of the material
terms of the Structured Contracts — (3) Exclusive Call Option Agreement” in this annual report for details.

4. Entrustment of shareholders’ right including shareholders’ power of attorney. See “Structured Contracts — Summary of the material
terms of the Structured Contracts — (4) Shareholders’ Voting Rights Entrustment Agreement” and “Structured Contracts — Summary of
the material terms of the Structured Contracts — (6) Shareholders’ Powers of Attorney” in this annual report for details.

5. Pledge of equity interest by the Registered Shareholders of their equity interest in Shenzhen Scholar. See “Structured Contracts —
Summary of the material terms of the Structured Contracts — (5) Equity Pledge Agreement” in this annual report for details.

Summary of the material terms of the Structured Contracts
A description of each of the specific agreements that comprise the Structured Contracts is set out below:

(1)  Exclusive Corporate Operation and Business Process Consultancy Service Agreement
Pursuant to the Exclusive Corporate Operation and Business Process Consultancy Service Agreement,
Shenzhen Fengye shall provide exclusive corporate operation and business process consultancy services
necessary for the tutoring business of the PRC Operations Entities, and the PRC Operating Entities shall
make payments accordingly.

Such exclusive services as prescribed under the Exclusive Corporate Operation and Business Process
Consultancy Service Agreement include but are not limited to:

(@) providing business process outsourcing and operational management consulting services, such as
curriculum design, recruitment support and training of staff members;

(o) preparing development plans and annual working plans as well as business consulting and advising
related services;
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(c) providing brand planning activities, marketing research and marketing consulting services; and
(d) providing other reasonable technical support to facilitate the daily operation of Shenzhen Scholar.

Exclusive Technical Service Agreement
Pursuant to the Exclusive Technical Service Agreement, Shenzhen Fengye has agreed to provide exclusive
technical services to the PRC Operating Entities, including but not limited to:

(@) designing, developing, updating and maintaining education software for computer and mobile
devices;

(b) designing, developing, updating and maintaining webpages and websites necessary for the education
activities of the PRC Operating Entities;

(c) designing, developing, updating and maintaining management information systems and other internal
management systems necessary for the education activities of the PRC Operating Entities;

(d) providing other technical support necessary for the education activities of the PRC Operating Entities;
(e) providing technical consulting services;

()  providing technical training;

(9) engaging technical staff to provide on-site technical support; and

(h)  providing other technical services reasonably requested by the PRC Operating Entities.

In consideration of the exclusive technical services provided by Shenzhen Fengye, the PRC Operating
Entities agreed to pay Shenzhen Fengye a service fee equal to all of their respective amount of net profits
before tax at a quarterly basis.

Pursuant to the Exclusive Technical Service Agreement, unless otherwise prescribed under the PRC laws
and regulations, Shenzhen Fengye shall have exclusive proprietary rights to any technology and intellectual
property developed and materials prepared in the course of the provision of research and development,
technical support and services by Shenzhen Fengye to the PRC Operating Entities, and any intellectual
property in the products developed, including any other rights derived thereunder, in the course of
performance of obligations under the Exclusive Technical Service Agreement. If the applicable PRC laws
and regulations clearly stipulate that such intellectual property rights may not be owned by Shenzhen
Fengye, the PRC Operating Entities shall grant an exclusive license to Shenzhen Fengye for the use of such
intellectual property rights until the transfer of such rights to Shenzhen Fengye becomes permitted under
law.
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(8) Exclusive Call Option Agreement
Pursuant to the Exclusive Call Option Agreement, the Registered Shareholders have irrevocably granted
Shenzhen Fengye or its designated purchaser the right to purchase all or part of the equity interest of the
Registered Shareholders in Shenzhen Scholar (“Equity Call Option”) and the assets of Shenzhen Scholar
(“Asset Call Option”, together with the Equity Call Option, the “Call Options”).

Upon exercise of the Equity Call Option, the purchase price payable by Shenzhen Fengye or its designated
purchaser in respect of the transfer of the equity interest in Shenzhen Scholar shall be the lowest price
permitted under the PRC laws and regulations. Upon exercise of the Asset Call Option, the purchase price
payable by Shenzhen Fengye or its designated purchaser in respect of the transfer of the assets in
Shenzhen Scholar shall be RMB1, or if the then lowest price permitted under the PRC laws is higher, then
the consideration shall be at the lowest price permitted by the PRC laws. Shenzhen Fengye or its
designated purchaser shall have the right to purchase such proportion of equity interests or assets of
Shenzhen Scholar as it decides at any time.

In the event that the PRC laws and regulations allow Shenzhen Fengye or the Group to directly hold all or
part of the equity interest in Shenzhen Scholar, Shenzhen Fengye shall issue the notice of exercise of the
Call Options as soon as practicable, and the percentage of equity interest purchased upon exercise of the
Call Options shall not be lower than the maximum percentage then allowed to be held by Shenzhen Fengye
or the Group under the PRC laws and regulations.

(4) Shareholders’ Voting Rights Entrustment Agreement
Pursuant to the Shareholders’ Voting Rights Entrustment Agreement, each of the Registered Shareholders
has irrevocably authorised and entrusted Shenzhen Fengye or its designated person (excluding any person
who is not independent from the Company or may give rise to any conflict of interest) to exercise all of his/
her/its respective rights as shareholders of Shenzhen Scholar to the extent permitted by the PRC laws.

(5) Equity Pledge Agreement

Pursuant to the Equity Pledge Agreement, each of the Registered Shareholders has pledged and granted
first priority security interests over all of his/her/its equity interests in Shenzhen Scholar together with all
related rights thereto to Shenzhen Fengye as security for the performance of the Structured Contracts, all
direct, indirect or consequential damages and foreseeable loss of interest incurred by Shenzhen Fengye as
a result of any event of default on the part of the Registered Shareholders or Shenzhen Scholar and all
expenses incurred by Shenzhen Fengye as a result of enforcement of the obligations of the Registered
Shareholders and/or Shenzhen Scholar under the Structured Contracts.

Upon the occurrence of an event of default, Shenzhen Fengye shall have the right to enforce the Equity
Pledge Agreement by written notice to the Registered Shareholders in one or more of the following ways:

(@) sell the pledged equity interest by way of auction or at a discount and have priority in the entitlement
to the sales proceeds; and

(b) dispose of the pledged equity interest in other manners subject to applicable laws and regulations.
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Shareholders’ Powers of Attorney

Pursuant to the Shareholders’ Powers of Attorney executed by each of the Registered Shareholder in
favour of Shenzhen Fengye, each of the Registered Shareholder has authorised and appointed Shenzhen
Fengye, as his/her/its agent to act on his/her/its behalf to exercise or delegate the exercise of all his/her/its
rights as shareholders of Shenzhen Scholar, and any related actions must be decided by its officers or
directors who are not Registered Shareholders. For details of the rights granted, see “Structured Contracts
— Summary of the material terms of the Structured Contracts — (4) Shareholders’ Voting Rights
Entrustment Agreement” in this annual report.

Shenzhen Fengye shall have the right to further delegate the rights so delegated to its directors or other
designated person, and any related actions must be decided by its officers or directors who are not
Registered Shareholders. The Shareholders’ Power of Attorney shall constitute a part and incorporate
terms of the Shareholders’ Voting Rights Entrustment Agreement.

Spousal Undertaking
Pursuant to the Spousal Undertaking, Ms. Chen Yunlei, the spouse of Mr. Chen Qiyuan, has irrevocably
undertaken that:

(@ she has full knowledge of and has consented to the entering into of the Structured Contracts by Mr.
Chen Qiyuan, whether as a contractual party or not, and in particular, the arrangement as set out in
the Structured Contracts in relation to the equity interest in Shenzhen Scholar, including any
restrictions imposed, pledge or transfer or the disposal in any other forms;

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

(c) she authorises Mr. Chen Qiyuan and/or his authorised person to execute all necessary documents
and perform all necessary procedures from time to time for and on her behalf in order to safeguard
the interest of Shenzhen Fengye under the Structured Contracts and give effect to the fundamental
purposes thereunder, and confirms and agrees to all such documents and procedures;

(d) she shall not (whether directly or indirectly, actively or passively) act, or omit to act, against the
purpose or intention of the Structured Contracts;

(e) any undertaking, confirmation, consent and authorisation under the Spousal Undertaking shall not be
revoked, prejudiced, invalidated or otherwise adversely affected by any increase, decrease,
consolidation or other similar events relating to the direct or indirect interest of Mr. Chen Qiyuan in
shares of Shenzhen Scholar; and

()  any undertaking, confirmation, consent and authorisation under the Spousal Undertaking shall not be
revoked, prejudiced, invalidated or otherwise adversely affected by reason of her loss of or restriction

on capacity, death, divorce or other similar events.

The term of the Spousal Undertaking shall be the same as that of the Exclusive Technical Service
Agreement.
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Business activities of the PRC Operating Entities and their significance and financial
contributions to the Group

The main business activities of the PRC Operating Entities are the provision of after-school education services
through non-academic literacy programme and academic preparation programme in the PRC.

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

the Group:
Revenue for Net profit for Total assets
the year ended the year ended as at
31 December 31 December 31 December
2023 2023 2023
PRC Operating Entities 100.0% 105% 99%

Revenue and assets involved in the Structured Contracts

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

Revenue Total assets
RMB’000 RMB’000

PRC Operating Entities 570,614 1,021,739

Unwinding of the Structured Contracts

Shenzhen Fengye has undertaken that, if the PRC regulatory environment changes and all of the Qualification
Requirement, the Foreign Ownership Restriction and the Foreign Control Restriction are removed (and assuming
there are no other change in the relevant PRC laws and regulations), it will exercise the Equity Call Option in full
to acquire all of the interest in the PRC Operating Entities and unwind the Structured Contracts accordingly. For
further details, please see “Structured Contracts — Summary of the material terms of the Structured Contracts
— (3) Exclusive Call Option Agreement” in this annual report and “Structured Contracts — Termination of the
Structured Contracts” in the Prospectus.

As at the date of this annual report, there has not been any unwinding of any Structured Contracts, nor has there
been any failure to unwind any Structured Contracts when the restrictions that led to the adoption of the
Structured Contracts are removed.
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Plan to comply with the Qualification Requirement

According to the consultation with the Relevant Education Authorities (as defined in the Prospectus), they will not
accept an application for converting the PRC Operating Entities or the entities to be newly established or
invested by the Group into Sino-foreign joint venture entities at this stage and in the foreseeable future. Although
it is not possible for the Relevant Education Authorities to accept the Group’s application for converting any of
the PRC Operating Entities into Sino-foreign joint venture entities due to a lack of implementation measures or
guidance at the current stage, the Group has taken specific steps with a view to demonstrating compliance with
the Qualification Requirement. The Group is in the process of preparing the launch of a tutorial centre in Hong
Kong, which has already obtained a certificate of registration from the Education Bureau in Hong Kong and is
currently identifying and recruiting suitable teachers and other relevant staff and the Group continues to evaluate
the optimal timing and feasibility of the launch. The Company is of the view that the foregoing steps are
meaningful endeavours that are reasonable and appropriate to comply with the Qualification Requirement.

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

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

(b) the Board will review the overall performance of and compliance with the Structured Contracts at least
once a year;

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

(d) the Company and the Directors undertake to provide periodic updates in the Company’s annual and interim
reports regarding the Qualification Requirement and the Group’s status of compliance with the Foreign
Investment Law and its accompanying explanatory notes and the latest development of the Foreign
Investment Law and its accompanying explanatory notes;

(e) the Company will engage external legal advisers or other professional advisers, if necessary, to assist the
Board in reviewing the implementation of the Structured Contracts, the legal compliance of Shenzhen
Fengye and the PRC Operating Entities to deal with specific issues or matters arising from the Structured
Contracts; and

() the Company will disclose, as soon as reasonably practicable (i) any updates of changes to the Foreign
Investment Law that will materially and adversely affect the Company as and when they occur; and (i) a
clear description and analysis of the Foreign Investment Law as implemented, specific measures taken by
the Group to fully comply with the Foreign Investment Law supported by a PRC legal opinion and any
material impact of the Foreign Investment Law on the Group’s operations and financial position of the
Group.
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In addition, notwithstanding that the executive Director, Mr. Chen Qiyuan, is also a Registered Shareholder, the
Company believes that the Directors are able to perform their roles in the Group independently and the Group is
capable of managing its business independently under the following measures:

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

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

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

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

The Group will continue to implement such measures before the Structured Contracts are unwound, with an aim
to further enhance its control over the PRC Operating Entities. The Company is not aware of any non-
performance of the Structured Contracts or non-compliance with such aforementioned measures as at the date
of this annual report. As advised by the Group’s PRC legal counsel, the Structured Contracts were legally
enforceable and did not violate existing PRC laws and regulations for the year ended 31 December 2023 and up
to the date of this report.

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

Purchase, Sale or Redemption of Listed Securities

During the year ended 31 December 2023, the Company repurchased a total of 330,000 Shares at an aggregate
consideration of HK$289,360 on the Stock Exchange, all of which were repurchased in November 2023 at the
highest price of HK$0.93 per Share and the lowest price of HK$0.86 per Share. All such repurchased Shares
have yet to be cancelled. The Directors considered that such repurchases would enhance the earnings per share
and increase the net asset value per share attributable to the Shareholders.
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The Trustee also made share purchase on the Stock Exchange pursuant to the Share Award Scheme Rules and
the Trust Deed. During the year ended 31 December 2023, the Trustee purchased a total number of 10,397,000
Shares on the Stock Exchange. No Share Awards were granted or vested under the Scheme during the year
ended 31 December 2023. Please refer to “Share Award Scheme — Share Purchase pursuant to the Share
Award Scheme” for further details.

Save as disclosed above, neither the Company nor any of its subsidiaries or consolidated affiliated entities
purchased, sold or redeemed any listed securities of the Company for the year ended 31 December 2023.

Pre-emptive Rights

There is no provision for pre-emptive rights under the Articles of Association or the laws of the Cayman Islands
that would oblige the Company to offer new shares on a pro rata basis to existing Shareholders.

Related Party Transactions

Details of the significant related party transactions entered into by the Group during the year ended 31 December
2023 are set out in Note 34 to the consolidated financial statements. To the best knowledge of the Directors,
save for the transactions set out in the section headed “Connected Transactions and Continuing Connected
Transactions” in this annual report, none of these related party transactions constitutes connected transactions
that need to be disclosed under the Listing Rules.

Donations
During the year ended 31 December 2023, no charitable and other donations made by the Group (2022: nil).

Debentures Issued

During the year ended 31 December 2023, no issuance of debentures was made by the Company.

Significant Legal Proceedings

During the year ended 31 December 2023, the Company was not engaged in any litigation or arbitration of
material importance and no litigation or claim of material importance is known to the Directors to be pending or
threatening against the Company.

Permitted Indemnity Provision

Under the Articles of Association, every Director or other officers of the Company acting in relation to any of the
affairs of the Company shall be entitled to be indemnified against all actions, costs, charges, losses, damages
and expenses which he may incur or sustain in or about the execution of his duties in his office; and be
indemnified and secured harmless out of the assets of the Company; provided that this indemnity shall not
extend to any matter in respect of any fraud or dishonesty.

The Company has arranged for appropriate insurance cover in respect of legal action against its Directors and
officers.
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Retirement and Employee Benefits Scheme

Details of the retirement and employee benefits scheme of the Company are set out in Note 39.17 to the
consolidated financial statements.

Corporate Governance

The Company is committed to maintaining high standards of corporate governance practices. Information on the
corporate governance practices adopted by the Company is set out in the Corporate Governance Report on
pages 51 to 68 of this annual report.

Public Float

Based on information publicly available to the Company and to the best knowledge of the Directors, the
Company continues to meet the prescribed public float under the Listing Rules, and at least 25% of the
Company’s total issued shares, the prescribed minimum percentage of public float approved by the Stock
Exchange and permitted under the Listing Rules, were held by the public at all times during the year ended 31
December 2023 and as at 16 April 2024, being the latest practicable date prior to the printing of this annual
report.

Audit Committee

The Audit Committee has reviewed the accounting principles and practices adopted by the Group and discussed
risk management, internal control and financial reporting matters with management including a review of the
consolidated financial statements and annual results for the year ended 31 December 2023 of the Group.

Auditor

PricewaterhouseCoopers was appointed as the Auditor during the year ended 31 December 2023. The accompanying
financial statements prepared in accordance with IFRSs have been audited by PricewaterhouseCoopers.

PricewaterhouseCoopers shall retire at the AGM and, being eligible, will offer itself for re-appointment. A
resolution for the re-appointment of PricewaterhouseCoopers as Auditor will be proposed at the AGM.

By Order of the Board
Scholar Education Group

Chen Qiyuan Qi Mingzhi
Chairman of the Board and Executive Director Executive Director and Chief Executive Officer

Hong Kong, 28 March 2024
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Corporate Governance Practices

The Board is committed to achieving high corporate governance standards. The Board believes that high
corporate governance standards are essential in providing a framework for the Group to safeguard the interests
of the Shareholders and to enhance corporate value and accountability. The Company has adopted the CG
Code as its own code of corporate governance. For the year ended 31 December 2023, the Company had
complied with all applicable code provisions set out in the CG Code and Corporate Governance Report
contained in Appendix C1 to the Listing Rules. The Company will continue to regularly review and monitor its
corporate governance practices to ensure compliance with the CG Code, and maintain a high standard of
corporate governance practices.

Board Responsibilities

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

All Directors have carried out duties in good faith and in compliance with applicable laws and regulations, and
have acted in the interests of the Company and the Shareholders at all times.

The Company has arranged for appropriate liability insurance in respect of legal actions against the Directors.
The insurance coverage will be reviewed on an annual basis.

Under code provision C.2.1 of the CG Code, the roles of chairman and chief executive officer should be separate
and should not be performed by the same individual. At present, the role of the chairman of the Board is
performed by Mr. Chen Qiyuan and the role of chief executive officer of the Company is performed by Mr. Qi
Mingzhi.

During the daily operations of the Company, all material decisions are approved by the Board and the relevant
Board Committees, as well as the senior management team. In addition, the Directors proactively participate in
all board meetings and all relevant meetings of Board Committees, and the chairman of the Board ensures all the
Directors are duly informed of all the matters to be approved at the meetings. In addition, the senior management
team provides the Board with sufficient, clear, complete and reliable company information on a regular basis and
from time to time. The Board also regularly meets and reviews the operations of the Company under the
leadership of Mr. Chen Qiyuan and Mr. Qi Mingzhi on a quarterly basis.

The Board is therefore of the view that there is an adequate balance of power and that appropriate safeguards
are in place. The Board will continue to regularly monitor and review the Company’s current corporate
governance structure and to make necessary changes when appropriate.
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Board Composition

As at the date of this annual report, the Board comprises four executive Directors, one non-executive Director
and three independent non-executive Directors as follows:

Executive Directors

Mr. Chen Qiyuan (Chairman)

Mr. Qi Mingzhi (Chief Executive Officer)
Ms. Li Ailing

Ms. Leng Xinlan

Non-executive Director
Mr. Shen Jing Wu (Vice Chairman)

Independent non-executive Directors
Mr. Huang Victor

Mr. Yang Xuezhi

Dr. Liu Jianhua (retired on 19 May 2023)

Ms. Yim Ka Man (appointed on 19 May 2023)

The biographies of the Directors are set out in “Directors and Senior Management” in this annual report.

For the past year, the Board has met at all times the requirements under Rules 3.10(1) and 3.10(2) of the Listing
Rules relating to the appointment of at least three independent non-executive Directors with at least one
independent non-executive Director possessing appropriate professional qualifications or accounting or related
financial management expertise.

For the past year, the Company has also complied with Rule 3.10A of the Listing Rules relating to the
appointment of independent non-executive Directors representing at least one-third of the Board.

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

Board Diversity Policy

The Company has adopted a board diversity policy (the “Board Diversity Policy”) which sets out the objective
and approach to achieve and maintain diversity on the Board in order to enhance the effectiveness of the Board
and to maintain the highest standards of corporate governance, as well as to recognise and embrace the
benefits of diversity on the Board. The Company should endeavour to ensure that the members of the Board
have the appropriate balance of skills, experience and diversity of perspectives that are required to support the
execution of our business strategy. We seek to achieve Board diversity through the consideration of a number of
factors, including but not limited to professional experience, gender, age, cultural background, education
background and length of service. The ultimate decision of the appointment will be based on merits and the
contribution which the selected candidates are expected to bring to the Board. The Board believes that such
merit-based appointments will best enable the Company to serve the Shareholders and other stakeholders going
forward.
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The Board comprises eight members, including four executive Directors, one non-executive Director and three
independent non-executive Directors. The Directors have a balanced mix of experiences, including management
and strategic development, finance and investment and accounting experiences in addition to education
business. Furthermore, the Directors have a wide range of age, ranging from 38 years old to 76 years old. The
Board also has a good mix of new and experienced Directors that all the four executive Directors joined the
Group in 2012 and 2013, who have valuable knowledge and insights of the Group’s business over the years,
while the other four Directors are expected to bring in fresh ideas and new perspectives to the Group. The Board
believes that based on the existing business model of the Group, the meritocracy of the Directors and with three
female representation on the Board, the existing board composition satisfies the principles under the Board
Diversity Policy. The Company has also taken, and will continue to take steps to promote gender diversity at all
levels of the Company, including but without limitation at the Board and senior management levels. The
Company will invest more resources in training female managers with the aim of promoting them to the senior
management or directorship of the Company. For example, the Company will provide them with more leadership
training and provide pregnant female staff with support with a view to ensuring they have similar career
prospects with their male counterparts.

The Nomination Committee is responsible for ensuring the diversity of the Board. The Nomination Committee will
review the Board Diversity Policy from time to time to ensure its continued effectiveness and we will disclose the
implementation of the Board Diversity Policy in our corporate governance report on an annual basis.

All Directors, including independent non-executive Directors, have brought a wide spectrum of valuable business
experiences, knowledge and professionalism to the Board for its efficient and effective functioning. Independent
non-executive Directors are invited to serve on the Audit Committee, the Remuneration Committee and the
Nomination Committee.

As each of the independent non-executive Directors has confirmed her/his independence pursuant to Rule 3.13
of the Listing Rules, the Company considers all of them to be independent.

Mechanism to Ensure Independent Views

The Company ensures independent views and input are available to the Board via the below mechanisms:

1. the Board composition and the independence of the independent non-executive Directors should be
reviewed by the Nomination Committee on an annual basis, in particular the portion of the independent
non-executive Directors;

2. awritten confirmation was received by the Company under Rule 3.13 of the Listing Rules from each of the
independent non-executive Directors in relation to her/his independence to the Company. The Company
considers all its independent non-executive directors to be independent;

3. in view of good corporate governance practices and to avoid conflict of interests, the Directors who are
also directors and/or senior management of the Company’s controlling shareholders and/or certain
subsidiaries of the controlling shareholders, would abstain from voting in the relevant Board resolutions in
relation to the transactions with the controlling shareholders and/or its associates;
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4.  the chairman of the Board shall meet with independent non-executive Directors at least once annually; and

5. all members of the Board can seek independent professional advice when necessary to perform their
responsibilities in accordance with the Company’s policy.

The Board reviews the mechanisms for ensuring independent views and input are available to the Board on an
annual basis, whether in terms of proportion, recruitment and independence of independent non-executive
Directors, and their contribution and access to external independent professional advice.

Induction and Continuous Professional Development

Each newly appointed Director is provided with necessary induction and information to ensure that she/he has a
proper understanding of the Company’s operations and businesses as well as her/his responsibilities under the
relevant Statutes, laws, rules and regulations. The Company also arranges for seminars to provide Directors with
updates on latest development and changes in the Listing Rules and other relevant legal and regulatory
requirements from time to time. The Directors are also provided with regular updates on the Company’s
performance, position and prospects to enable the Board as a whole and each Director to discharge their duties.

Directors are encouraged to participate in continuous professional development to develop and refresh their
knowledge and skills. The company secretary of the Company has from time to time updated and provided
written training materials relating to the roles, functions and duties of a Director.

According to the information provided by the Directors, all of the Directors have (i) attended training relevant to
the Directors’ duties and responsibilities; (i) read materials relevant to the legal and regulatory updates; (iii)
attended training relevant to the Company’s business; and (iv) read materials relevant to corporate governance,
the Listing Rules and other relevant ordinances, for the past year.

Appointment and Re-election of Directors

In accordance with the Article 84(1) of the Articles of Association, at each annual general meeting one-third of
the Directors for the time being (or, if their number is not a multiple of three, the number nearest to but not less
than one-third) shall retire from office by rotation, provided that every Director shall be subject to retirement at an
annual general meeting at least once every three years.

A retiring Director shall be eligible for re-election and shall continue to act as a Director throughout the meeting
after which she/he is supposed to retire. The Directors to retire by rotation shall include (so far as necessary to
ascertain the number of Directors to retire by rotation) any Director who wishes to retire and not to offer herself/
himself for re-election. Any further Directors so to retire shall be those of the other Directors subject to retirement
by rotation who have been longest in office since their last re-election or appointment. If more than one Director
to retire became or was last re-elected Directors on the same day they shall (unless they otherwise agree among
themselves) be determined by lot. Any Director appointed by the Board pursuant to Article 83(3) of the Articles of
Association shall not be taken into account in determining which particular Directors or the number of Directors
who are to retire by rotation.
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The procedures and process of appointment, re-election and removal of Directors are set out in the Articles of
Association. The Nomination Committee is responsible for reviewing the composition of the Board and making
recommendations to the Board on the appointment or re-election of Directors and succession planning for
Directors.

Board Meetings

The Company adopts the practice of holding Board meetings regularly, at least four times a year, and at
approximately quarterly intervals. Notices of not less than 14 days are given before each regular Board meeting
to provide all Directors with an opportunity to attend and include matters in the agenda.

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

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

Pursuant to code provision C.5.1 of the CG Code, the Board is expected to meet regularly and Board meetings
should be held at least four times a year at approximately quarterly intervals.

During the year ended 31 December 2023, sixteen Board meetings were held. The attendance of each Director
at the Board meetings is set out in the table below:

Directors Attended/Eligible to attend

Executive Directors

Mr. Chen Qiyuan 16/16
Mr. Qi Mingzhi 16/16
Ms. Li Ailing 16/16
Ms. Leng Xinlan 16/16

Non-Executive Director
Mr. Shen Jing Wu 16/16

Independent Non-Executive Directors

Mr. Huang Victor 16/16
Mr. Yang Xuezhi 16/16
Dr. Liu Jianhua (retired on 19 May 2023) 7/7
Ms. Yim Ka Man (appointed on 19 May 2023) 9/9
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Model Code for Securities Transactions

The Company has adopted the Model Code as its own code of conduct regarding Directors’ securities
transactions to regulate all dealings by Directors and relevant employees of securities in the Company and other
matters covered by the Model Code. Having made specific enquiries of all the Directors, each of the Directors
has confirmed that she/he had complied with the Model Code during the year.

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

Delegation by the Board

The Board reserves for its decision 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 could have recourse to seek
independent professional advice in performing their duties at the Company’s expense and are encouraged to
access and consult with the Company’s senior management independently.

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

Corporate Governance Function

The Board recognises that corporate governance should be the collective responsibility of the Directors, which
includes:

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

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

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

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

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

()  to review and monitor the Company’s compliance with the Company’s whistleblowing policy.
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Board Committees

Audit Committee
The Audit Committee comprises three members, namely Mr. Huang Victor (chairman), Mr. Yang Xuezhi and Ms.
Yim Ka Man, all of whom are independent non-executive Directors.

The principal duties of the Audit Committee include the following:

(@ to assist the Board in fulfilling its responsibilities by providing an independent review and supervision of
financial reporting, and by satisfying themselves as to the effectiveness of the internal controls of the Group
and as to the adequacy of the external and internal audits;

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

(c) to be primarily responsible for making recommendations to the Board on the appointment, re-appointment
and removal of the authorised independent auditors (the “External Auditors”), and to approve the
remuneration and terms of engagement of the External Auditors, and any questions of its resignation or
dismissal;

(d) to serve as a focal point for communication between other directors, the External Auditors and the internal
auditors or any person responsible for the internal audit department of the Group (the “Internal Audit
Department”) as regards their duties relating to financial and other reporting, internal controls, external
and the Internal Audit Department and such other matters as the Board determines from time to time;

(e) to review and monitor the External Auditors’ independence and objectivity and the effectiveness of the
audit process in accordance with applicable standards. The Audit Committee should discuss with the
External Auditors the nature and scope of the audit and reporting obligations before the audit commences,
and ensure co-ordination where more than one audit firm is involved. Procedures to review and monitor the
independence of the External Auditors may include:

()  to consider all relationships between the Group and the External Auditors (including non-audit
services);

(i) to obtain from the External Auditors annually, information about policies and processes for
maintaining independence and monitoring compliance with relevant requirements, including current
regulations of rotation of audit partners and staff; and

(i) to meet with the External Auditors, at least annually, in the absence of management, to discuss
matters relating to its audit fees, any issues arising from the audit and any other matters the External
Auditors may wish to raise;

()  to develop and implement policy on engaging the External Auditors to supply non-audit services;

(99 to monitor integrity of the Company’s financial statements, annual report and accounts, half-year report
and, if prepared for publication, quarterly reports (including directors’ report, chairman’s statement and
management discussion and analysis), and to review significant financial reporting judgments contained in
them;
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(h)  regarding (g) above:

(i) members of the Audit Committee should liaise with the Board and senior management and the Audit
Committee must meet, at least twice a year, with the External Auditors; and

(i)  the Audit Committee should consider any significant or unusual items that are, or may need to be,
reflected in the report and accounts. It should give due consideration to any matters that have been
raised by the Company’s staff responsible for accounting and financial reporting function, the
compliance officer of the Company or External Auditors;

(i) to review audit and control related corporate representations made to External Auditors, Internal Audit
Department and to the Shareholders;

() to review with External Auditors and Internal Audit Department, the Group’s management, the adequacy of
the Group’s policies and procedures regarding internal controls (including financial, operational and
compliance controls) and any statement by the Directors to be included in the annual accounts prior to
endorsement by the Board;

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

()  todiscuss the risk management and internal control systems with management to ensure that management
has performed its duty to have effective systems, including the adequacy of resources, staff qualifications
and experience, training programmes and budget of the Group’s accounting and financing reporting
function;

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

(n) to ensure co-ordination between the Internal Audit Department 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; and

(o) to review the Group’s financial and accounting policies and practices.

Code provision D.3.3(e)(i) of the CG Code provides that the terms of reference of the Audit Committee shall have
the terms that the members of the Audit Committee should liaise with the Board and senior management and the
Audit Committee must meet at least twice a year with the Auditor. The Company has included such terms in
relevant terms of reference, and thus complied with the code provision D.3.3(e)(i) of the CG Code during the year
ended 31 December 2023.

The written terms of reference of the Audit Committee are available on the websites of the Stock Exchange and
the Company.
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During the year and up to the date of this report, five meetings of the Audit Committee were held to discuss and
consider, among other things, the following matters:

° reviewing the consolidated audited financial statements, final results announcement and the 2023 annual
report for the year ended 31 December 2023, and submitting it to the Board for approval;

° reviewing the consolidated unaudited financial statements, interim results announcement and the 2023
interim report for the six months ended 30 June 2023, and submitting it to the Board for approval;

° reviewing the financial reporting system, compliance procedures, internal control (including the adequacy
of resources, staff qualifications and experience, training programmes and budget of the Company’s
accounting and financial reporting function), risk management systems and processes and the
re-appointment of the Auditor. The Board has not deviated from any recommendation given by the Audit
Committee on the selection, appointment, resignation or dismissal of the Auditor; and

° discussing the audit plan for the year ended 31 December 2023 with the Auditor.

Attendance of each member of the Audit Committee member during the year and up to the date of this report is
set out in the table below:

Directors Attended/Eligible to attend
Mr. Huang Victor (Chairman) 5/5
Mr. Yang Xuezhi 5/5
Dr. Liu Jianhua (retired on 19 May 2023) 1/1
Ms. Yim Ka Man (appointed on 19 May 2023) 4/4

Nomination Committee

The Nomination Committee currently comprises three members, including one executive Director namely Mr.
Chen Qiyuan (chairman), and two independent non-executive Directors namely Dr. Liu Jianhua and Mr. Huang
Victor.

The principal duties of the Nomination Committee include the following:

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

(b) to identify individuals suitably qualified to become Board members and select or make recommendations
to the Board on the selection of individuals nominated for directorships. In identifying suitable candidates,
the Nomination Committee shall consider candidates on merit and against the objective criteria, with due
regard for the benefits of diversity on the Board;

(c) to assess the independence of independent non-executive Directors;
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(d) to make recommendations to the Board on the appointment or re-appointment of Directors and succession
planning for the Directors, in particular the chairman and the chief executive; and

(e) to review the Board Diversity Policy, to develop and review measurable objectives for the implementing the
Board Diversity Policy and to monitor the progress on achieving these objectives.

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

The Nomination Committee assesses the candidate or incumbent on criteria such as integrity, experience, skill
and ability to commit time and effort to carry out the duties and responsibilities. The recommendations of the

Nomination Committee will then be put to the Board for decision.

Attendance of each member of the Nomination Committee member during the year is set out in the table below:

Directors Attended/Eligible to attend
Mr. Chen Qiyuan (Chairman) 1/1
Mr. Huang Victor 1/1
Dr. Liu Jianhua (retired on 19 May 2023) 11
Ms. Yim Ka Man (appointed on 19 May 2023) 0/0

Policy on Directors’ nomination

The Nomination Committee reviews the information and documents provided by the nominated candidate as
required by the Company’s nomination policy for directorship and conduct the following process (in accordance
with the following criteria) with a view to assessing and evaluating whether such candidate is suitably qualified to
be appointed as a Director before making recommendations to the Board:

1. The Nomination Committee shall consider the following factors, which are not exhaustive and the Board
has discretion if it considers appropriate, in assessing the suitability of the proposed candidate regarding
the appointment of Directors or re-appointment of any existing Board member(s):

()  reputation for integrity;
(i) accomplishment, experience and reputation in the business and industry;

(i) commitment in respect of sufficient time, interest and attention to the businesses of the Company
and its subsidiaries;

(iv) diversity in all aspects, including but not limited to gender, age, cultural and educational background,
professional qualifications, skills, knowledge and industry experience;

(v) compliance with the criteria of independence, in case for the appointment of an independent non-
executive Director, as prescribed under Rule 3.13 of the Listing Rules; and

(vi) any other relevant factors as may be determined by the Nomination Committee or the Board from
time to time as appropriate.
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2. The appointment of any proposed candidate to the Board or re-appointment of any existing member(s) of
the Board shall be made in accordance with the Articles of Association and other applicable rules and
regulations.

3.  The proposed candidates will be asked to submit the necessary personal information in a prescribed form
by the Nomination Committee.

4.  The secretary of the Nomination Committee shall convene a meeting, and invite nominations of candidates
from Board members (if any), for consideration by the Nomination Committee.

5. For the appointment of any proposed candidate to the Board, the Nomination Committee shall undertake
adequate due diligence in respect of such individual and make recommendations for the Board’s
consideration and approval.

6. For the re-appointment of any existing member(s) of the Board, the Nomination Committee shall make
recommendations to the Board for its consideration and recommendation, for the proposed candidates to
stand for re-election at a general meeting.

7.  If a Shareholder wants to propose a candidate to the Board for consideration, he/she shall refer to the “Procedures
for Shareholders to Propose a Person for Election as a Director”, which is available on the Comp