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1,800,000 American Depositary Shares

Representing 3,600,000 Class A Ordinary Shares

Ambow Education Holding Ltd., or Ambow, is offering American Depositary Shares (“ADSs”). Each ADS represents
the right to receive two Class A ordinary shares, par value US$0.003 per share. The public offering price is US$4.25
per ADS.

Prior to this offering, ADSs representing our Class A ordinary shares (each such ADS representing two Class A
ordinary shares) traded in the Over the Counter Market in the U.S. under the symbol “AMBOY.” However, the market
for the ADSs has been inactive and illiquid and accordingly such transactions are not representative of an actual
trading market for the ADSs. We have been approved to list the ADSs on the NYSE American under the symbol
“AMBO.”

Under our Sixth Amended and Restated Memorandum and Articles of Association, our authorized share capital is
divided into 66,666,667 Class A ordinary shares and 8,333,333 Class C ordinary shares with 1,666,667 undesignated
preferred shares. Dr. Jin Huang, our Chairman and Chief Executive Officer, is the beneficial owner of all of the issued
and outstanding Class C ordinary shares. After the consummation of this offering, Dr. Huang will hold 56.24% voting
control over all of the ordinary shares, assuming all 3,600,000 Class A ordinary shares are sold in this offering.

Our Class A ordinary shares and Class C ordinary shares have identical rights, except for the special voting and
conversion rights described below:

Voting rights — Each Class A ordinary share is entitled to one vote and each Class C ordinary share is entitled to ten
votes on all matters upon which the ordinary shares are entitled to vote, including the election of directors.

Conversion rights attaching to shares — Each Class C ordinary share is convertible into one Class A ordinary share at any
time by the holder thereof. Class A ordinary shares are not convertible under any circumstances. If at any time

Dr. Huang, her affiliates collectively own less than 5% of the total number of the issued and outstanding Class C

ordinary shares, each issued and outstanding Class C ordinary share shall be automatically and immediately converted

into one share of Class A ordinary shares without payment of additional consideration and no Class C ordinary shares

shall thereafter be issuable by us.

For a complete description of our share capital see “Description of Shares and Governing Documents” on page 144.
Investing in the ADSs involves a high degree of risk. You should read carefully the “Risk Factors” beginning on page 11
of this prospectus before investing in our Class A ordinary shares or ADSs that are the subject of this offering.

Neither the Securities and Exchange Commission nor any state securities commission has approved or disapproved of
these securities or passed upon the adequacy or accuracy of this prospectus. Any representation to the contrary is a
criminal offense.

Per ADS Total

Public offering price $ 425 $ 7,650,000
Underwriting discount and commissions(1) $ 0.2975 $ 535,500
Proceeds, before expenses, to us $ 3.9525 $ 7,114,500
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(1)
In addition to the underwriting discount, we have agreed to pay certain of the expenses of Benchmark incurred in
connection with this offering. See “Underwriting.”

The underwriters have an option exercisable within 45 days from the date of this prospectus to purchase up to 270,000
of additional ADSs from us at the public offering price, less the underwriting discount, solely to cover
over-allotments.

The underwriters expect to deliver the ADSs against payment in U.S. dollars in New York, New York on or about
June 5, 2018.

Benchmark

Prospectus dated June 1, 2018
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You should rely only on the information contained in this prospectus, any amendment or supplement to this
prospectus or any free writing prospectus prepared by us or on our behalf. We have not, and the underwriters have not,
authorized anyone to provide you with different information. If anyone provides you with different or inconsistent
information, you should not rely on it. We are not, and the underwriters are not, making an offer of these securities, or
soliciting any offers to buy these securities, in any jurisdiction where the offer or solicitation is not permitted. You
should not assume that the information contained in this prospectus is accurate as of any date other than the date on
the front of this prospectus, regardless of the time of delivery of this prospectus or of any sale of our ADSs.

Neither we nor any of the underwriters has done anything that would permit this offering or possession or distribution
of this prospectus in any jurisdiction where action for that purpose is required other than the United States. Persons
outside the United States who come into possession of this prospectus must inform themselves about, and observe any
restrictions relating to, the offering of our ADSs set forth in, and the possession and distribution of, this prospectus
outside of the United States.
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We obtained statistical data, market data and other industry data and forecasts used throughout this prospectus from
market research, publicly available information and industry publications. While we believe that the statistical data,
industry data and forecasts and market research are reliable, we have not independently verified the data, and we do
not make any representation as to the accuracy of the information.

CONVENTIONS WHICH APPLY TO THIS PROSPECTUS

Except where the context requires otherwise and for purposes of this prospectus only:

“ADSs” refers to our American depositary shares, each of which represents two Class A ordinary shares, and “ADRs”
refers to the American depositary receipts that evidence our ADSs.

LR INT3 L INY3 LEINT LEINT LEINT

“Ambow”, “we”, “us”, “our company”, “the company”, “the Group” and “our” refer to Ambow Education Holding Ltd. and its
subsidiaries and, in the context of describing our operations and consolidated financial data, also include our VIEs and
their respective subsidiaries.

“China” or “PRC” refers to the People’s Republic of China, excluding for the purpose of this prospectus, Hong Kong,
Macau and Taiwan.

“GaoKao” refers to university entrance exams administered in China.

“RMB” or “Renminbi” refers to the legal currency of China.

“U.S. GAAP” refers to the Generally Accepted Accounting Principles in the United States.

“VIEs” refers to our variable interest entities, which are certain domestic PRC companies in which we do not have direct
or controlling equity interests but whose historical financial results have been consolidated in our financial statements
in accordance with U.S. GAAP.

“ZhongKao” refers to high school entrance exams administered in China.

“$”, “US$” or “U.S. dollars” refers to the legal currency of the United States.

This prospectus contains translations of certain RMB amounts into U.S. dollars at specified rates solely for the
convenience of the reader. All translations from RMB to U.S. dollars were made at the noon buying rate as set forth in
the H.10 statistical release of the U.S. Federal Reserve Board. Unless otherwise stated, the translation of RMB into

U.S. dollars has been made at the exchange rate on December 29, 2017, which was RMB6.5063 to US$1.00. We

make no representation that the RMB or U.S. dollar amounts referred to in this prospectus could have been converted
into U.S. dollars or RMB, as the case may be, at any particular rate or at all. See “Risk factors — Risks related to doing
business in China — Fluctuations in the value of the RMB may have a material adverse effect on your investment.” On
May 25, 2018, the exchange rate was RMB6.3903 to US$1.00.

il
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PROSPECTUS SUMMARY

We are a Cayman Islands holding company that operates our business through variable interest entities, which we do
not directly own. The following summary does not contain all of the information you should consider before investing
in our ADSs. You should read the following summary together with the entire prospectus carefully, including the “Risk
Factors” section beginning on page 11 and the financial statements and the accompanying notes to those financial
statements beginning on page E-1 before making an investment decision. Unless otherwise indicated, all information
in this prospectus assumes no exercise of the underwriters’ over-allotment option.

Our Mission

Our mission is to provide Better Schools, Better Jobs and Better Life to our students.

Our Business

Our business addresses three critical demands in China’s education market: the desire for students to be admitted into
top secondary and post-secondary schools, the desire for graduates of those schools to obtain more attractive jobs and
the need for schools and corporate clients to optimizing their teaching and operating environment. We offer high
quality, individualized services and products through our combined online and offline delivery model powered by our
proprietary technologies and infrastructure.

We have three business divisions, “Better Schools”, “Better Jobs” and “Others”, and four operating segments, which are
K-12 schools, tutoring, career enhancement and others. Our K-12 schools and tutoring segments are within our Better
Schools division and our career enhancement segment is within our Better Jobs division. The segment of Others
represents the intellectualized operational services provided, and is classified under the Others division.

We currently deliver our wide range of educational and career enhancement services and products through integrated
offline and online channels in an interactive learning environment, powered by our proprietary technology platform.
This platform enables us to provide individualized content and learning solutions tailored to each of our students’
needs, and to develop both standards-based and individualized curricula with consistent high-quality across our
schools, tutoring centers, career enhancement centers, training offices and campus.

We offer a variety of services and products to students, recent graduates, corporate employees and management in
China. Our educational services cover K-12 programs and tutoring services that provide test preparation and tutoring
programs, which are offered in our tutoring centers as part of our primary educational services and product offerings
to help students enroll in better schools. Our K-12 schools also help to support our tutoring programs by providing a
strong local brand name and reputation, local educational content expertise and potential student customers. In
addition, we offer international education programs, which are designed to prepare students to study abroad while
specifically addressing the study needs in terms of both language and academics. Our career enhancement services,
designed to assist students and graduates in obtaining better jobs, are offered through our dedicated career
enhancement centers and training offices on campus, as well as through our online programs. Our corporate training
services that are designed to improve employees and management’s soft skills, are typically offered in our training
offices, the corporate clients’ offices or hotel conference centers. Furthermore, in order to support our educational and
career enhancement services and product offerings, we also provide a cloud-based learning engine to accommodate
our students’ individual learning habits and enrich their learning experience.

We recently launched intellectualized operational services business through IValley Beijing Technology Co. Ltd.
(“IValley Beijing”). We initiated a new business to provide intellectualized operational services to corporate clients,
colleges and universities. Our intellectualized operational services integrate electronic equipment and devices with
software applications, data analytics and wireless technology to transform operational networks enhancing efficiency,
lower costs and improving experiences. The services consist of advisory services such as design and architecture,
implementation services such as hardware deployment and application development, as well as optimization services.
The services aim to leverage smart

1
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technologies to enhance the management experience for facilities, lighting, security, and staff. We developed mobile
applications for users to punch time clocks, open and close lockers, turn on and off office gates, lights, air
conditioners, set up remote visual conferences and manage other office administrative services through the
applications. We will proactively introduce our intellectualized operational services to more universities and colleges
to provide students access to educational resources regardless of the location or device, increasing the potential for
learning and teaching through cooperation with peers and experts worldwide and optimizing facilities to create a
sustainable campus.

Our Industry

China’s educational and career enhancement services market is comprised of several segments, including
government-run public schools, private schools, tutoring programs, universities and colleges and career enhancement
services, which are large and growing. China’s educational and career enhancement services market is fragmented
today with no clear leader and a large number of smaller, niche players performing services and offering programs
within one or a few of the segments.

Each of the segments within China’s educational and career enhancement services market has distinct characteristics.
K-12 school education is predominantly offered by public and, to a lesser extent, private schools. These schools
provide educational services and programs to their students with regionalized curriculum. Tutoring programs are
increasingly run by private organizations focused on helping students achieve better grades in their schools and
prepare for standardized tests for entrance into both high schools and universities. Career enhancement services are
aimed at university, community college and vocational students and focus on preparing individuals to start their
careers or enhance their career opportunities.

Common features of the disparate but related sectors within China’s educational and career enhancement services
market include significant growth opportunities, demand driven by demographic trends and stiff competition for
academic advancement, and a fragmented competitive landscape. These sectors are growing both in terms of absolute
size and in terms of importance due to the following factors within China:

o

Rapid economic growth. According to the International Monetary Fund (“IMF”), China has been the 2nd largest
economy in the world since 2010 in terms of gross domestic product, or GDP, which amounted to over $11.2 trillion
in 2016 and is expected to grow to over $17.7 trillion by 2022. Also, according to the IMF, China’s Nominal GDP per
capita has increased at a CAGR of 104.2% from approximately RMB4,524 in 2010 to approximately RMBS8,113 in
2016, and is expected to continue to grow at a CAGR of 7.3% from 2016 to 2022.

Growth in disposable household income. As a result of China’s rapid economic growth, Chinese consumers have
greater amounts of disposable income and have significantly increased their spending.

Favorable demographic and urbanization trends. According to the China Statistical Yearbook, in 2015 approximately
32.8% of China’s total population were between the ages of 5 and 29, an age group that ranges from school-age
children to young and working adults who we believe are most likely to pursue educational opportunities and
continuing career enhancement training and certification. Statistics published by the Chinese Ministry of Education, or
the MOE, in 2015 showed that there were approximately 97 million students from 6 to 12 years old attending
elementary schools, 43 million students from 13 to 15 years old attending junior high schools, 40 million students
from 15 to 18 years old attending senior high schools and 36 million students from 15 to 22 years old attending
universities and vocational high schools. Children from 6 to 15 years old are required to attend elementary and junior
high school on weekdays under China’s nine-year compulsory education system. In addition, the trend towards
increasing urbanization in China is expected to result in more people seeking job and career advancement
opportunities in urban areas. Further, urban citizens are increasingly recognizing that higher education may lead to
greater rewards in terms of income and career opportunities.
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better career opportunities and enhanced earning power. We also believe that the market for post-secondary education
and career enhancement services in China is expected to grow due to demand from various sources, including demand
from employers for well-trained professionals, demand from an increasing number of high school and university
graduates seeking employment that requires practical skills and professional certifications, and demand from working
professionals who wish to further achieve their career and salary advancement potential.

Need to differentiate oneself from peers. Each step of academic advancement in China from compulsory education to
high school to college to the job market requires an individual to differentiate oneself. Despite China’s rapid economic
growth, university students in China are experiencing difficulties in finding an ideal job that meets their salary and
personal growth expectations upon graduation. According to the 2017 Chinese College Graduates’ Employment
Annual Report by MyCOS Research, the employment rate for university students who graduated in 2016 was
approximately 91.6%, almost the same rate as in 2015 and 2014. However, the research report also states that only
about 65% of college graduates were satisfied with their jobs. We believe that in this highly competitive job market
many students may choose to enhance their core skill sets by taking additional training courses and other students may
choose to develop additional skill sets to differentiate themselves from their peers in order to get a better job. This
may create demand for our services and products, particularly on our career enhancement services.

The key industry dynamics in the education and career enhancement market set out above create the following
opportunities:

o

Sustainable premium fees for high-quality providers based on our experience in the educational and career
enhancement services market, we believe that increased demand for high-quality providers will allow those providers
to charge higher fees for their premium services over time;

Significant benefits to those who can standardize their business practices. By standardizing our business practices
across our schools, tutoring centers, training offices, career enhancement centers and campus, we believe we will be
able to improve operational and teaching efficiencies;

Significant advantages for those with the ability to provide services throughout a student’s learning cycle; and

Significant advantages for those with the ability to expand quickly and efficiently through either organic or acquisition
growth.

There are two fundamental market demands that need to be addressed in China’s educational and career enhancement
services market: the demand for high-quality educational services for K-12 students and the demand for career
enhancement services for post-secondary students.

Our Competitive Strengths

We believe that the following competitive strengths significantly contribute to our success and differentiate us from
our competitors:

Well-known “Ambow” brand;

Established well-respected company providing education and career enhancement services in China and United States;

Core proprietary technology — a “Learning Engine” — that is unique to the industry;
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o
Individualized curriculum with consistently high-quality across our schools, tutoring centers, training offices, career
enhancement centers and campus;
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o
Robust infrastructure based on our technology platform that has proved to be effective in supporting the expansion of
our business operations; and

Strong management team with global experience and local education expertise.

Our Strategies

We aspire to become a global educational service provider and maintain our position as an established and
well-respected company providing educational and career enhancement services in China and United States. We
intend to do this by continuing to address the two most critical issues in a student’s learning cycle, attending a better
school and obtaining a better job, by pursuing the following strategies:

Continue to build our brand and reputation;

Continue to expand into new markets and service offerings;

Continue to improve operating efficiencys;

Continue to create synergies through selective acquisition opportunities;

Continue to enhance the customer experience throughout a student’s learning cycle, which ranges from the time they
are in elementary school through and, to a lesser extent, beyond the commencement of their careers; and

Continue our effort in re-establishing a solid foundation for future growth by closing-down non-performing business
and establishing intellectualized operational services as a new revenue driving business.

Our Challenges

Our business and the successful execution of our strategies are subject to certain challenges, risks and uncertainties
related to our business and our industry, regulation of our business and our corporate structure and doing business in
China. The challenges we will face include, but are not limited to:

Our control of our VIEs is based upon contract rather than equity;

We face potential risks associated with our ability to fund our expansion plans, including acquisitions, and our
operations due to fund restrictions both from currency transfer and conversion restrictions placed on us by the PRC
government and our ability to use school profits based on restrictions that include statutory reserve requirements; and

We may have to address issues impacting certain land use rights for our owned and leased properties.
The risks and uncertainties related to our business and our industry include, but are not limited to:

Uncertainties regarding our ability to continue to attract students to enroll in our programs;

10
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Our ability to manage our business expansion and increasingly complicated operations effectively;

Our ability to use, protect and enhance our brands;

Our ability to compete effectively in the marketplace;

Our ability to remediate our material weakness and maintain an effective system of internal controls; and

Our ability to make acquisitions and to successfully integrate these acquisitions and establish and maintain strategic
relationships.

See “Risk factors” for a more detailed discussion of these and other risks and uncertainties that we may face.
4
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Recent Developments

On March 7, 2018, we mutually agreed with Sino Accord Investments Limited (“Sino Accord”) and Suzhou Zhixinliren
Investment Co., Limited (“Suzhou Zhixinliren”) to extend the maturity date for repayment of the loans for an additional
year. Accordingly, both loans are now due in April 2019 and still interest-free.

Our Corporate Structure

See “Business-Corporate Structure” for a more detailed illustration of our corporate structure.

Principal Executive Office

Our principal executive office is located at 12th Floor, Tower 1, Financial Street, Chang’an Center, Shijingshan
District, Beijing 100043, People’s Republic of China. Our telephone number at this address is +86 (10) 6206-8000.
Our registered office in the Cayman Islands is Walkers Corporate Limited, Cayman Corporate Centre, 27 Hospital
Road, George Town, Grand Cayman KY1-9008, Cayman Islands. Our telephone number at this address is +1 (345)
949-8066.

Investors should submit any inquiries to the address and telephone number of our principal executive office. Our
principal websites are www.ambow.com and www.ambow.com.cn. Information contained on our websites is not part
of this prospectus. Our agent for service of process in the United States is C T Corporation System, located at 111
Eighth Avenue, New York, New York 10011.

5
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The Offering

ADSs offered by us

1,800,000 ADSs

Price per ADS

US$4.25 per ADS.

Over-allotment

We have granted a 45 day option (commencing from the date of this prospectus) to the underwriters to purchase an
additional 270,000 ADSs to cover over-allotments, if any.

ADSs to be outstanding after the offering(1)

4,460,941 ADSs (or 4,730,941 ADSs if the underwriters exercise their over-allotment option in full).

Class A Ordinary shares to be outstanding after the offering

37,857,251 Class A ordinary shares (or 38,397,251 Class A ordinary shares if the underwriters exercise their
over-allotment option in full).

Class C Ordinary shares to be outstanding after the offering

4,708,415 Class C ordinary shares

Ordinary Shares

Our outstanding share capital consists of Class A and Class C ordinary shares. Holders of Class A ordinary shares and
Class C ordinary shares have the same rights except for voting and conversion rights. Each Class A ordinary share is
entitled to one vote on all matters subject to shareholders’ vote, and each Class C ordinary share is entitled to ten votes
on all matters subject to shareholders’ vote.

Use of proceeds

We intend to use the net proceeds from this offering for general corporate purposes, including upgrading and
expanding our schools and learning centers, teacher training programs and research and development of our
educational content, and to fund our working capital.

The ADSs

Each ADS represents the right to receive two Class A ordinary shares. The ADSs may be evidenced by American
Depositary Receipts (“ADRs”). As an ADS holder, we will not treat you as one of our ordinary shareholders. The
depositary, or its nominee, will be the holder of all the Class A ordinary shares underlying the ADSs. You will have
ADS holder rights as provided in the deposit agreement (the “Deposit Agreement”). Under the deposit agreement, you
may instruct the depositary how to vote the Class A ordinary shares underlying the ADSs. Subject to the terms of the
Deposit Agreement, the depositary will pay you the cash dividends or other distributions it receives on those Class A
ordinary shares after deducting its fees and expenses and applicable withholding taxes. You must pay a fee for
issuance or cancellation of ADSs, distribution of Class A ordinary shares by the depositary and other depositary
services, as provided in the Deposit Agreement. You are entitled to the

6
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delivery of the Class A ordinary shares underlying the ADSs upon the surrender of such ADSs at the depositary’s
office, the payment of applicable fees and expenses and the satisfaction of applicable conditions as set forth in the
Deposit Agreement. To better understand the terms of the ADSs, you should carefully read the section in this
prospectus entitled “Description of American Depositary Shares.” We also encourage you to read the Deposit
Agreement, which is an exhibit to the registration statement that includes this prospectus.

Depositary

Citibank, N.A.

Lock-up

We, our directors, executive officers, our certain of our shareholders have agreed with the underwriters not to sell,
transfer or dispose of any ADSs, ordinary shares or similar securities for a period of 180 days after the date of this
prospectus. See “Shares Eligible for Future Sale” and “Underwriting.”

Risk factors

Investment in the ADSs involves a high degree of risk. See “Risk Factors” in this prospectus beginning on page 11 for a
discussion of factors and uncertainties that you should consider in evaluating an investment in our securities.
NYSE American symbol

We have been approved to list the ADSs on the NYSE American under the symbol “AMBO.”

Expected timing of this offering

June 5, 2018

(1)
The number of ADSs that will be outstanding after this prospectus is based on 2,660,941 ADSs outstanding as of
June 1, 2018.

Unless otherwise indicated, the information in this prospectus assumes no exercise of the underwriters’ over-allotment
option to purchase additional ADSs and does not reflect 212,580 outstanding options with a weighted average exercise
price of $0.4749 per share.

7
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Summary Consolidated Financial Information

You should read the following summary consolidated financial information in conjunction with our consolidated

financial statements and related notes, “Selected Consolidated Financial Information” and “Management’s Discussion and
Analysis of Financial Condition and Results of Operations” included elsewhere in this prospectus.

The following summary consolidated financial data presented below for the years ended December 31, 2015, 2016

and 2017 and as of December 31, 2015, 2016 and 2017 is derived from our audited consolidated financial statements
included elsewhere in this prospectus, which were prepared in accordance with U.S. GAAP. Our audited consolidated
financial statements were prepared in accordance with accounting principles generally accepted in the United States of
America, or U.S. GAAP. Historical results are not necessarily indicative of results to be expected in any future period.

(in thousands, except share, per share and per ADS Fiscal Year Ended December 31,
information) 2015 2016 2017
RMB RMB RMB US$

Consolidated Statement of Operations
Data:

Net revenues

— Educational programs and services 395,715 412,016 432,754 66,513

— Intellectualized operational services — — 11,170 1,717
Total net revenue 395,715 412,016 443,924 68,230
Cost of revenue

— Educational programs and services (245,945) (238,742) (249,400) (38,332)

— Intellectualized operational services — — (6,995) (1,075)
Total cost of revenue (245,945) (238,742) (256,395) (39,407)
Gross profit 149,770 173,274 187,529 28,823
Selling and marketing(1) (55,511) (41,818) (36,710) (5,642)
General and administrative(1) (280,634) (145,513) (142,252) (21,864)
Research and development(1) (7,308) (7,572) (6,262) (962)
Impairment loss (162,351) (22,402) — —
Operating (loss)/income (356,034) (44,031) 2,305 355
Other (expenses)/income (39,371) 12,924 53,234 8,183
(osneons bl e pon <o s Gl s s
Income tax benefit/(expense) 118,963 (5,911) (9,614) (1,478)
(Loss)/income from continuing operations (276,442) (37,018) 45,925 7,060
ir;:(;r;lienfcrgrrrrllea:;i on sale of discontinued operations, 340,798 o o o
Net income/(loss) 64,356 (37,018) 45,925 7,060
iﬁiﬁ ; gset income/(loss) attributable to non-controlling 617 (1.318) (538) (83)
Eet::: ri:si:me/(IOSS) attributable to ordinary shareholders 63.739 (35.700) 46,463 7.143
8
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(in thousands, except share, per share and per Fiscal Year Ended December 31,
ADS
information) 2015 2016 2017

RMB RMB RMB UsS$
Net (loss)/income from continuing operations per
ordinary share(2)
Basic (7.52) (0.93) 1.20 0.18
Diluted (7.52) (0.93) 1.18 0.18
Net income from discontinued operations per
ordinary share(2)
Basic 9.25 — — —
Diluted 9.25 — — —
Net (loss)/income from continuing operations per
ADS(2)
Basic (15.04) (1.86) 2.40 0.36
Diluted (15.04) (1.86) 2.36 0.36
Net income from discontinued operations per
ADS(2)
Basic 18.50 — — —
Diluted 18.50 — — —
Weighted average shares used in calculating net
income/(loss) per share(2)
Basic 36,848,816 38,469,234 38,826,800 38,826,800
Diluted 36,848,816 38,469,234 39,303,760 39,303,760

(1)

Share-based compensation expense included in:

Fiscal Year Ended December 31,

2015 2016 2017
RMB RMB RMB UsS$
(in thousands)

Selling and marketing (457) — — —

General and administrative (49,371) (7,828) (4,640) (713)

Research and development (289) — — —

2)

Basic and diluted net income/(loss) from continuing operations per ordinary share is computed by dividing net
income/(loss) from continuing operations by the weighted average number of shares outstanding for the period. Basic
and diluted net income/(loss) from discontinued operations per ordinary share is computed by dividing net
income/(loss) from discontinued operations by the weighted average number of shares outstanding for the period. The
potentially dilutive options and restricted shares were excluded from the calculation of diluted net income/(loss) from
continuing/discontinued operations per share in those periods where their inclusion would be anti-dilutive. All per
share amounts and shares outstanding for all periods have been retroactively restated to reflect Ambow Education
Holding Ltd.’s 1-for-30 reverse stock split, which was effective on September 4, 2015.

16
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As of December 31,
Consolidated Statement of Balance Sheet Data: 2015 2016 2017
RMB RMB RMB US$
(in thousands)
Cash and cash equivalents 246,303 196,900 195,303 30,018
Total current assets 682,624 616,527 572,723 88,026
Total assets 982,204 953,023 977,420 150,226
Total current liabilities 839,381 838,002 762,552 117,201
Total liabilities 839,381 838,002 811,461 124,719
Total equity/(deficit) 142,823 115,021 165,959 25,507
Fiscal Year Ended December 31,
Consolidated Statement of Cash Flow Data: 2015 2016 2017
RMB RMB RMB US$
(in thousands)
Net cash (used in)/provided by operating activities (40,119) 17,535 20,210 3,106
Net cash provided by/(used in) investing activities 58,214 (65,218) (61,078) (9,386)
Net cash provided by/(used in) financing activities 12,830 (1,504) 39,205 6,026
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RISK FACTORS

Investment in our ADSs involves a high degree of risk. You should consider carefully the following information about
these risks, together with other information contained in this prospectus, before investing in our ADSs. If any of the
following risks actually occurs, our business, financial condition and results of operations could suffer. If this
happens, the trading price of our ADSs could decline and you may lose all or part of your investment.

Risks Related to Our Business and Industry

If we are not able to continue to attract students to enroll in our programs, our net revenues may decline and we may
not be able to maintain profitability.

The success of our business largely depends on the number of student enrollments in our programs and the amount of
fees that our students are willing to pay for our courses. Therefore, our ability to continue to attract students to enroll
in our programs without significantly decreasing course fees is critical to the continued success and growth of our
business. This will depend on several factors, including our ability to develop new programs and enhance existing
programs to respond to changes in market trends and student demands, expanding our geographic reach, managing our
growth while maintaining the consistency of our teaching quality, effectively marketing our programs to a broader
base of prospective students, developing and licensing additional high-quality educational content and responding to
competitive pressures. Our partner schools are subject to the government imposed annual enrollment quota limit. If we
were to violate requirements to which we are subject the Ministry of Education of the People’s Republic of China
(“MOE”), could reduce the annual enrollment quota at our partner schools or restrict the programs we offer at our
partner schools or the methods by which we recruit new students. If we are unable to continue to attract students to
enroll in our programs without significantly decreasing course fees, our net revenues may decline and we may not be
able to achieve profitability, either of which could result in a material adverse effect on our business, results of
operations and financial condition.

If we are not able to continue to attract and retain qualified education professionals, we may not be able to maintain
consistent teaching quality throughout our school and learning center network and our brand, business and results of
operations may be materially and adversely affected.

Our education professionals are critical to maintaining the quality of our services, software products and programs,
and maintaining our brand and reputation, as they interact with our students on a regular basis. We must continue to
attract qualified education professionals who have a strong command of the subject areas to be taught and who meet
our qualifications. There are a limited number of education professionals in China with the necessary experience to
satisfy our qualifications, and we must provide competitive compensation packages to attract and retain qualified
teachers and tutors. Some of our education professionals are teachers of public schools that are working at our tutoring
centers on a part-time basis. Paid tutoring by teachers of public schools has received more regulatory scrutiny
recently. On January 11, 2014, MOE promulgated the Measures for Punishment for Violation of Professional Ethics
of Primary and Secondary School Teachers (the “Measures”) related to some of our substantial business operations in
provinces and cities such as Beijing, Tianjin, Chengdu, Jiangsu, Hunan and Hubei. The Measures prohibit teachers of
primary and secondary schools from teaching, on a part-time basis, in schools or in out-of-school learning centers
during the work week or at any time. Public school teachers may join private schools only after ending their
employment with public schools. Some of our teachers also work in public schools. If these education professionals
choose to leave, or are forced to leave, our learning centers to comply with relevant local regulations, we will need to
seek new teachers to replace them which we may not be able to do at a reasonable cost or at all. If these regulations
become the trend and are adopted in more provinces and cities or become more restrictive, we may need to seek
additional new teachers in more places, which will further increase the difficulty of our recruiting efforts. While there
have been no existing nationwide regulations imposing any penalty on private schools like ours for hiring teachers
who also teach at public schools, we cannot assure you that such regulations will not be adopted in the future. In
addition, we may not be able to hire and retain enough qualified education professionals to keep pace with our
anticipated growth or at acceptable costs while maintaining consistent teaching quality across many different schools,
learning centers and programs in different geographic locations. Shortages of
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qualified education professionals, or decreases in the quality of our instruction, whether actual or perceived in one or
more of our markets, or an increase in hiring costs, may have a material and adverse effect on our business and our
reputation. Further, our inability to retain our education professionals may hurt our existing brands and those brands
we are trying to develop, and retaining qualified teachers at additional costs may have a material adverse effect on our
business and results of operations.

Our business depends on the strength of our brands in the marketplace. We may not be able to retain existing students
or attract new students if we cannot continue to use, protect and enhance our brands successfully in the marketplace.
Our operational and financial performance and the successful growth of our business are highly dependent on market
awareness of our “Ambow” brand and the regional brands that we have acquired. We believe that maintaining and
enhancing the “Ambow” brand is critical to maintaining and enhancing our competitive advantage and growing our
business. In order to retain existing students and attract new students, we plan to continue to make expenditures to
create and maintain our positive brand awareness and create brand loyalty. The diverse set of services and products
that we offer to K-12 students, college students and other adults throughout many provinces in China places
significant demands on us to maintain the consistency and quality of our services and products to ensure that our
brands do not suffer from any actual or perceived decrease in the quality of our services and products. As we continue
to grow in size, expand our services and products and extend our geographical reach, maintaining the quality and
consistency of our services and products may be more difficult. Any negative publicity about our services, products,
schools or learning centers, regardless of its veracity, could harm our brand image and have a material adverse effect
on our business and results of operations.

We face significant competition in each major program we offer and each geographic market in which we operate, and
if we fail to compete effectively, we may lose our market share and our profitability may be adversely affected.

The private education sector in China is rapidly evolving, highly fragmented and competitive, and we expect
competition in this sector to persist and intensify. In addition, our K-12 schools compete with public schools in China,
which are generally viewed to be superior to private schools within the Chinese market. We face competition in each
major program we offer and each geographic market in which we operate. Moreover, competition is particularly
intense in some of the key geographic markets in which we operate, such as Beijing and Shanghai.

We also face competition from many different companies that focus on one area of our business and are able to devote
all of their resources to that business line, and these companies may be able to more quickly adapt to changing
technology, student preferences and market conditions in these markets than we can. These companies may, therefore,
have a competitive advantage over us with respect to these business areas.

The increasing use of the Internet and advances in Internet and computer-related technologies are eliminating
geographic and cost-entry barriers to providing private educational services. As a result, many international
companies that offer online test preparation and language training courses may decide to expand their presence in
China or to try to penetrate the China market. Many of these international companies have strong education brands,
and students and parents in China may be attracted to the offerings based in the country that the student wishes to
study in or in which the selected language is widely spoken. In addition, many Chinese and smaller companies are
able to use the Internet to quickly and cost-effectively offer their services and products to a large number of students
with less capital expenditures than previously required.

Competition could result in loss of market share and revenue, lower profit margins and limit our future growth. A
number of our current and potential future competitors may have greater financial and other resources than we have.
These competitors may be able to devote greater resources than we can to the development, promotion and sale of
their services and products, and respond more quickly than we can to changes in student needs, testing materials,
admissions standards, market needs or new technologies.

Our student enrollments may decrease due to intense competition, and we may be required to reduce course fees or
increase spending in response to competition in order to retain or attract students or pursue

12

20



Edgar Filing: Ambow Education Holding Ltd. - Form 424B4

TABLE OF CONTENTS

new market opportunities. As a result, our net revenues and profitability may decrease. We cannot assure you that we
will be able to compete successfully against current or future competitors. If we are unable to maintain our
competitive position or otherwise respond to competitive pressures effectively, we may lose our market share and our
profitability may be materially adversely affected.

We may have acquisitions in the future, which involve risks and uncertainties, and if we don’t manage those risks well,
it may harm our business.

In the future, we may establish and maintain joint ventures and strategic relationships with third parties. Strategic
acquisitions, investments and relationships with third parties involve substantial risks and uncertainties, including:

Our ability to identify and acquire targets in a cost-effective manner;

Our ability to obtain approval from relevant governmental authorities for the acquisitions and comply with applicable
rules and regulations for such acquisitions;

Potential ongoing financial obligations in connection with acquisitions;

Potential unforeseen or hidden liabilities, including litigation claims or tax liabilities, associated with acquired
companies or schools;

The diversion of resources and management attention from our existing businesses;

Failure to achieve the intended objectives, benefits or revenue-enhancing opportunities expected from the
acquisitions;

Our ability to generate sufficient revenues to offset the costs and expenses of strategic acquisitions, investments, joint
venture formations, or other strategic relationships; and

Potential loss of, or harm to, employee or customer relationships as a result of ownership changes.

In particular, while we typically would perform due diligence on each entity that we acquire before the acquisition,
some of the acquired entities may not maintain their historical documents and records properly and such documents
and records may be unavailable for our review. As such, there may be hidden liabilities and risks relating to the
business and operation of such entities that we fail to identify before the acquisition. If we acquire such entity and any
such hidden liability is found or any such risk materializes in the future, we may not have any remedy against the
sellers and may have to assume the liabilities and losses as a result.

If any one or more of these risks or uncertainties were to occur or if any of the strategic objectives we contemplated is
not achieved, our ability to manage our business could be impaired. It could result in our failure to derive the intended
benefits of these strategic acquisitions, investments, joint ventures or strategic relationships, or otherwise have a
material adverse effect on our business, financial condition and results of operations. In addition, if we fail to
successfully pursue our future acquisition strategy, our plans for further market penetration, revenue growth and
improved results of operations could be harmed.

We may not be able to successfully integrate businesses that we acquire, which may cause us to lose anticipated
benefits from such acquisitions and to incur significant additional expenses.
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It is challenging to integrate business operations, infrastructure and management philosophies of acquired schools and
companies. The benefits of our past and future acquisitions depend in significant part on our ability to integrate
technology, operations and personnel. The integration of acquired schools and companies is a complex,
time-consuming and expensive process that, without proper planning and implementation, could significantly disrupt
our business and operations. The main challenges involved in integrating acquired entities include the following:

o

Ensuring and demonstrating to our students that the acquisitions will not result in adverse changes in service standards
or business focus;

Consolidating and rationalizing corporate I'T and administrative infrastructures;

Retaining qualified education professionals for our acquired entities;
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Consolidating service and product offerings;

Coordinating and rationalizing research and development activities to enhance introduction of new products and
technologies with reduced cost;

Preserving strategic, marketing or other important relationships of the acquired entity and resolving potential conflicts
that may arise with our key relationships; and

Minimizing the diversion of management attention from ongoing business concerns.

We may not successfully integrate our operations and the operations of entities we acquire in a timely manner, or at
all, and we may not realize the anticipated benefits or synergies of the acquisitions to the extent, or in the timeframe,
anticipated which would have a material adverse effect on our results of operations.

Our results of operations may fluctuate, which makes our financial results difficult to forecast, and could cause our
results to fall short of expectations.

Our results of operations may fluctuate as a result of a number of factors, many of which are outside of our control.
Our net revenues from continuing operations increased from RMB 395.7 million in 2015 to RMB 412.0 million in
2016, and further increased to RMB 443.9 million (US$68.2 million) in 2017. Comparing our results of operations on
a period-to-period basis may not be meaningful, and you should not rely on our past results as an indication of our
future performance. Our quarterly and annual net revenues and costs and expenses as a percentage of net revenues
may be significantly different from our historical or projected rates. Our quarterly and annual net revenues and gross
margins may fluctuate due to a number of factors, including:

The mix of our net revenues across our operating segments;

The increase of costs associated with our strategic expansion plans;

The revenue and gross margin profiles of our acquisitions in a given period;

Our ability to successfully integrate our acquisitions and the timing of our post-integration activities;

Our ability to reduce our costs as a percentage of our net revenues;

Increased competition; and

Our ability to manage our financial resources, including administration of bank loans and bank accounts.

As a result of these and other factors, we may not sustain our past growth rates in future periods, and we may not
sustain profitability on a quarterly or annual basis in the future.
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Our business depends on the continuing efforts of our senior management team and other key personnel and our
business may be harmed if we lose their services.

Our future success depends heavily upon the continuing services of the members of our senior management team and,
in particular, upon our retaining the services of our founder, Chairman and Chief Executive Officer, Dr. Jin Huang. If
one or more of our senior executives or other key personnel are unable or unwilling to continue in their present
positions, we may not be able to replace them easily or at all, and as a result our business may be disrupted and our
financial condition and results of operations may be materially and adversely affected. In addition, if any member of
our senior management team or any of our other key personnel joins a competitor or forms a competing company, we
may lose teachers, students, key professionals and staff members. Competition for experienced management personnel
in the private education sector is intense, the pool of qualified candidates is very limited, and we may not be able to
retain the services of our senior executives or key personnel, or attract and retain high-quality senior executives or key
personnel in the future, which could have a material adverse effect on our business and results of operations.
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If we are not able to continually enhance our online programs, services and products and adapt them to rapid
technological changes and student needs, we may lose market share and our business could be adversely affected.

Our online programs, services and products are vital to the success of our business. The market for such programs,
services and products is characterized by rapid technological changes and innovation, unpredictable product life
cycles and user preferences. We must quickly modify our online programs, services and products to adapt to changing
student needs and preferences, technological advances and evolving Internet practices. Ongoing enhancement of our
online offerings and related technologies may entail significant expense and technical risk. We may use new
technologies ineffectively or fail to adapt our online services or products and related technologies on a timely and
cost-effective basis. If our improvements to our online offerings and the related technology are delayed, if they result
in systems interruptions or are not aligned with market expectations or preferences, we may lose market share and our
business could be materially adversely affected.

If we fail to successfully develop and introduce new services and products in time, our competitive position and
ability to generate revenues could be harmed.

Our future success depends partly on our ability to develop new services and products. The planned timing or
introduction of new services and products is subject to risks and uncertainties. Actual timing may differ materially
from original plans. Unexpected technical, operational or other problems could delay or prevent the introduction of
one or more of our new services or products. Moreover, we cannot assure you that any of our new services and
products will achieve widespread market acceptance or generate incremental revenue. If our efforts to develop market
and sell new services and products to the market are not successful, our financial position, results of operations and
cash flows could be materially adversely affected.

Failure to adequately and promptly respond to changes in curriculum, testing materials and standards could cause our
services and products to be less attractive to our students.

There are continuous changes in the focus of the subjects and questions tested on ZhongKao and GaoKao in China,
and the format of the tests and the manner in which the standardized tests are administered. These changes require us
to continually update and enhance our curriculum, test preparation materials and our teaching methods. Any inability
to track and respond to these changes in a timely and cost-effective manner would make our services and products less
attractive to students, which may materially and adversely affect our reputation and ability to continue to attract
students without a significant decrease in course fees. Further, we understand the MOE has been discussing reforms to
curriculum of K-12 schools. Therefore, school curriculum will likely undergo changes and our tutoring and test
preparation programs and materials will need to adapt to such changes. Failure to timely respond to such changes will
adversely impact our tutoring services.

Failure to respond to changes to the current assessment and testing systems and admission standards in China could
have a material adverse effect on our business and results of operations.

A substantial majority of the net revenues generated in our tutoring segment in the year ended December 31, 2016 and
2017 were generated from tutoring services focused on preparing for ZhongKao and GaoKao. There have been
changes in some areas in the way ZhongKao is administered. For example, beginning in 2010, Yunnan Province
stopped administering ZhongKao. Instead, high schools will admit students based on a combination of a
comprehensive evaluation of the students’ aptitude (provided by their middle schools) and the students’ middle school
academic performance. To ensure the success of the educational reform and cultivate students’ comprehensive abilities,
Yunnan Province also prohibits subject competitions in elementary and middle schools, including Olympic math
competitions, and standardizes admission policies regarding adding points to middle school test scores based on a
student’s extracurricular activities. As for GaoKao, some top universities such as Peking University have been allowed
to recruit students through independently administered tests and admission procedures in recent years. The candidates
still need to take GaoKao and their scores in GaoKao may not be lower than certain thresholds, but such GaoKao
scores will not be the sole determining factor in the admission process. Students admitted
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in this manner generally should not exceed 5% of the annual enrollment quotas of these universities as approved by
the MOE. To the extent ZhongKao, or even GaoKao, becomes less prevalent throughout China, our business and
results of operations may be materially adversely affected.

If we are unable to obtain new loans, at all or on terms that are acceptable to us, our growth pace will be impacted.
We may seek to obtain additional bank loans in the future. We cannot assure you that we will be able to obtain new
loans or credit facilities, at all or on terms that are acceptable to us. Our ability to obtain financing may be affected by
our financial position and leverage, our credit rating and investor perception of the education industry, as well as by
prevailing economic conditions and the cost of financing in general. In addition, factors beyond our control, such as
recent global market and economic conditions and the tightening of credit markets may result in a diminished
availability of financing and increased volatility in credit and equity markets, which may materially adversely affect
our ability to secure financing at reasonable costs or at all. We cannot assure you that the People’s Bank of China
(“PBOC”) will not in the future take actions that may result in a tightening of the credit market in China. Our ability to
obtain bank loans from domestic Chinese banks will be significantly impacted by the PBOC’s policies, over which we
have no control. If we were unable to obtain financing in the future on terms acceptable to us, our business operations
and our growth plans would be materially harmed.

Our business is subject to seasonal fluctuations, which may cause our operating results to fluctuate from quarter to
quarter.

We have experienced, and expect to continue to experience, seasonal fluctuations in our revenues and results of
operations, primarily due to seasonal changes in service days and student enrollments. Historically, the number of
days on which our students attend our courses is lower in the first and third quarters due to school closures for the
celebration of the Chinese New Year and summer vacation. Because we recognize revenue in our K-12 schools
segments based on the number of service days in the quarter, we expect our revenue in the first and third quarters to be
negatively impacted. Our costs and expenses, however, vary significantly and do not necessarily correspond with
changes in our student enrollments, service days or net revenues. We make investments in marketing and promotion,
teacher recruitment and training, and product development throughout the year. We expect quarterly fluctuations in
our revenues and results of operations to continue. As our revenues grow in our K-12 schools segments, these
seasonal fluctuations may become more pronounced.

We may not be able to adequately protect our intellectual property, which could cause us to be less competitive.

Our trademarks, trade names, copyrights, trade secrets and other intellectual property rights are important to our
success. Unauthorized use of any of our intellectual property may adversely affect our business and reputation. We
rely on a combination of copyright, trademark and trade secrets laws and confidentiality agreements with our
employees, consultants and others, including our partner schools, to protect our intellectual property rights.
Nevertheless, it may be possible for third parties to obtain and use our intellectual property without authorization. The
unauthorized use of intellectual property is widespread in China, and enforcement of intellectual property rights by
Chinese regulatory agencies is inconsistent. Moreover, litigation may be necessary in the future to enforce our
intellectual property rights. Future litigation could result in substantial costs and diversion of our management’s
attention and resources and could disrupt our business. If we are unable to enforce our intellectual property rights, it
could have a material adverse effect on our financial condition and results of operations. Given the relative
unpredictability of China’s legal system and potential difficulties enforcing a court judgment in China, we may be
unable to halt the unauthorized use of our intellectual property through litigation. Failure to adequately protect our
intellectual property could materially adversely affect our competitive position, our ability to attract students and our
results of operations.

We may be exposed to infringement and misappropriation claims by third parties, which, if successful, could cause us
to pay significant damage awards.

Third parties may initiate litigation against us alleging infringement upon their intellectual property rights. In the event
of a future successful claim of infringement or misappropriation and our failure or
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inability to develop non-infringing technology or license the infringed or misappropriated or similar technology on a
timely basis, our business could be harmed. In addition, even if we are able to license the infringed or misappropriated
or similar technology, license fees could be substantial and may adversely affect our results of operations.

We rely heavily on our information systems, and if we fail to further develop our technologies, or if our systems,
software, applications, database or source code contain “bugs” or other undetected errors, our operations may be
seriously disrupted.

The successful development and maintenance of our systems, software, applications and database, such as our school
management software and system, learning engine and student database, is critical to the attractiveness of our online
and offline programs and the management of our business operations. In order to achieve our strategic objectives and
to remain competitive, we must continue to develop and enhance our technology. This may require us to acquire
additional equipment and software and to develop new applications. In addition, our technology platform upon which
our management systems and online programs operate, and our other databases, products, systems and source codes
could contain undetected errors or “bugs” that could adversely affect their performance.

To date, our information systems have not encountered material errors or technical issues that have adversely affected
or disrupted our operations. If we encounter errors or other service quality or reliability issues, or if we are unable to
design, develop, implement and utilize information systems and the data derived from these systems, our ability to
realize our strategic objectives and our profitability could be adversely affected, and this may cause us to lose market
share, harm our reputation and brand names, and materially adversely affect our business and results of operations.
Unexpected network interruptions, security breaches or computer virus attacks and system failures could have a
material adverse effect on our business, financial condition and results of operations.

Any failure to maintain satisfactory performance, reliability, security or availability of our network infrastructure may
cause significant damage to our reputation and our ability to attract and maintain students. Major risks involving our
network structure include:

o

Breakdowns or system failures resulting in a prolonged shutdown of our servers, including failures attributable to
power shutdowns, or attempts to gain unauthorized access to our systems, which may cause loss or corruption of data,
including customer data, or malfunctions of software or hardware;

Disruption or failure in the national backbone network, which would make it impossible for visitors and students to
log on to our websites;

Damage from fire, flood, power loss and telecommunications failures; and

Any infection by or spread of computer viruses.

Any network interruption or inadequacy that causes interruptions in the availability of our websites or deterioration in
the quality of access to our websites could reduce customer satisfaction and result in a reduction in the number of
students using our services. If sustained or repeated, these performance issues could reduce the attractiveness of our
online and offline programs. In addition, we may be subject to a security breach caused by a computer hacker, which
could involve attempts to gain unauthorized access to our systems or personal information stored in our systems, or to
cause intentional malfunctions or loss or corruption of data, software, hardware or other computer equipment. A user
who circumvents our security measures could misappropriate proprietary information or cause interruptions or
malfunctions in our operations. As a result, we may be required to expend significant resources to protect against the
threat of these security breaches or to alleviate problems caused by these breaches.

Furthermore, increases in the volume of traffic on our websites could also strain the capacity of our existing computer
systems, which could lead to slower response times or system failures. This would cause a disruption or suspension in
our online course programs, which would hurt our brand and reputation, and thus negatively affect our net revenue
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growth. We may need to incur additional costs to upgrade our computer systems in order to accommodate increased
demand if we anticipate that our systems cannot handle higher volumes of traffic in the future.
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Approximately half of our servers and routers including backup servers are currently hosted by third-party service
providers within China, and the rest are currently hosted by us. Bay State College self-hosts all of its production and
backup servers in Boston and its Disaster Recovery location in Taunton. A growing number of services are SAAS and
these servers are hosted by a third party in different locations inside and outside the United States. To improve the
performance and to prevent the disruption of our services, we may have to make substantial investments to deploy
additional servers or one or more copies of our websites to mirror our online resources.

Our legal right to lease certain properties could be challenged by property owners or other third parties, which may
cause interruptions to business operations of the affected schools, tutoring centers and career enhancement centers and
adversely affect our financial results.

We lease most of the premises used for the operation of our schools, tutoring centers and career enhancement centers.
As aresult, we are dependent on the property rights of these properties held by their owners to enable us to use the
premises. We cannot assure you that all lessors of our leased business premises have the relevant land use right
certificates or building ownership certificates of the premises they lease to us or otherwise have the right to lease the
premises to us.

We are not aware of any actions, claims or investigations being contemplated by the competent governmental entities
with respect to the defects in our leased real properties. However, if we are unable to use the existing properties, enter
new leases or renew our current leases in a timely basis and on terms favorable to us, our business, results of
operations and financial condition could be materially adversely affected. No impairment loss was made against the
capital lease in 2016 and 2017.

We do not possess building ownership certificates for some of the properties owned by us, and certain of the
properties that we own have potential defects or issues that may not be easily remedied, which could cause us to incur
significant additional expenses or could disrupt certain aspects of our business.

Some of the real properties that we own have defects or potential issues such as missing title certificates.

To the extent competent governmental entities were to detect these defects and we were found not to be in compliance
with the applicable regulations, we may be subject to fines or incur significant additional expenses, our legal title to
some of our properties may be challenged. If we are required to find alternative locations for our schools and learning
centers, we may be required to pay increased rent for the new locations and the new locations, especially for our K-12
schools, may be less convenient and accessible to our students and teachers, which may materially adversely affect
our business, results of operations and financial condition.

We are in the process of applying for the building ownership certificates for buildings for which we do not yet hold
effective title certificates, and are trying to remedy the defects and issues that prevent us from obtaining such
certificates. We expect to complete the application process and obtain the certificates in a reasonable period of time,
but do not have an exact time frame. However, we cannot assure you that these applications will be approved in a
timely fashion or at all. If we are not able to remedy these defects in a timely manner, we may be required to find
alternative locations for our schools and learning centers or may be subject to fines or penalties, either of which could
have a material adverse effect on our business or results of operations.

We may need to record a significant charge to earnings if our goodwill or intangible assets arising from acquisitions
become impaired, which would adversely affect our net income.

In accordance with U.S. GAAP, we account for our acquisitions using the acquisition method of accounting, and such
acquisitions have resulted in significant goodwill and intangible assets. These assets may become impaired in the
future, which could have a material adverse effect on our results of operations following such acquisitions. We are
required under U.S. GAAP to review our amortizable intangible assets for impairment when events or changes in
circumstances indicate the carrying value may not be recoverable. Goodwill is required to be tested for impairment
annually, or more frequently, if facts and circumstances warrant a review. Factors that may be considered a change in
circumstances indicating that the carrying value of our amortizable intangible assets may not be recoverable include a
decline in stock price and
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market capitalization and slower or declining growth rates in our industry. During 2016, we recognized an impairment
loss of RMB 22.4 million mainly due to decline of business in tutoring segment. During 2017, we did not recognize
any impairment loss. In the future, we may be required to record a significant charge to earnings in our financial
statements during the period in which any impairment of our goodwill or amortizable intangible assets is determined,
which could have a material adverse effect on our results of operations.

Our grant of employee share options, restricted shares or other share-based compensation and any future grants could
have an adverse effect on our net income.

We adopted an equity incentive plan in 2010, or 2010 Equity Incentive Plan. We have granted options and restricted
shares under these plans to our employees and consultants. U.S. GAAP prescribes how we account for share-based
compensation, which may have an adverse or negative impact on our results of operations. U.S. GAAP requires us to
recognize share-based compensation as compensation expense in the statement of operations based on the fair value of
equity awards on the date of the grant, with the compensation expense recognized over the period in which the
recipient is required to provide service in exchange for the equity award. These statements also require us to adopt a
fair value-based method for measuring the compensation expense related to share-based compensation. During the
year ended December 31, 2017, we recorded share-based compensation expenses of RMB 4.6 million for the
restricted stock and the unrecognized share-based compensation expenses amounted to RMB 3.6 million as of
December 31, 2017. The expenses associated with share-based compensation may reduce the attractiveness of issuing
share options or restricted shares under our equity incentive plan. However, if we do not grant share options or
restricted shares, or reduce the number of share options or restricted shares that we grant, we may not be able to attract
and retain key personnel. If we grant more share options or restricted shares to attract and retain key personnel, the
expenses associated with share-based compensation may adversely affect our net income.

Changes to accounting pronouncements or taxation rules or practices or greater than anticipated tax liabilities may
adversely affect our reported results of operations or how we conduct our business.

A change in accounting pronouncements or taxation rules or practices can have a significant effect on our reported
results and may even affect our reporting of transactions completed before the change is effective. New accounting
pronouncements or taxation rules, such as FASB Interpretation No. 48 “Accounting for Uncertainty in Income Taxes”,
or FIN 48 (now codified as ASC