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CONVENTIONS THAT APPLY IN THIS ANNUAL REPORT ON FORM 20-F

Except where the context requires otherwise and for purposes of this annual report 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.

113 L INT LEINT LRI 99 99 LN

we”, “us”, “our company”, “the company”, the Group”, “our” and “Ambow” refer to Ambow Education Holding Ltd. and
-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 annual report, Hong Kong,
Macau and Taiwan.

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

-“IPO” refers to the initial public offering of our ADSs.

-“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 senior high school entrance exams administered in China.

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

This annual report on Form 20-F includes forward-looking statements that relate to future events or our future
financial performance and involve known and unknown risks, uncertainties and other factors that may cause our actual
results, levels of activity, performance or achievements to differ materially from any future results, levels of activity,
performance or achievements expressed or implied by these forward-looking statements. Words such as, but not

LEINT3 L INT3 LEINT3 LT3

limited to, “believe”, “expect”, “anticipate”, “estimate”, “intend”, “plan”, “likely”, “will”, “would”, “could”, and similar expre:
phrases identify forward-looking statements. We have based these forward-looking statements largely on our current
expectations and future events and financial trends that we believe may affect our financial condition, results of

operation, business strategy and financial needs. Forward-looking statements include, but are not limited to,

statements about:

- Anticipated trends and challenges in our business and the markets in which we operate;

-Our ability to anticipate market needs or develop new or enhanced services and products to meet those needs;

-Our ability to compete in our industry and innovation by our competitors;

-Our ability to protect our confidential information and intellectual property rights;

-Risks associated with opening new learning centers and other strategic plans;

-Our need to obtain additional funding and our ability to obtain funding in the future on acceptable terms;

-The impact on our business and results of operations arising from the defects in our real properties;

-Our ability to create and maintain our positive brand awareness and brand loyalty;

-Our ability to manage growth; and

-Economic and business conditions in China.
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All forward-looking statements involve risks, assumptions and uncertainties. You should not rely upon
forward-looking statements as predictors of future events. The occurrence of the events described, and the
achievement of the expected results, depend on many events, some or all of which are not predictable or within our
control. Actual results may differ materially from expected results. See the information under “Item 3.D Key
Information—Risk Factors” and elsewhere in this annual report for a more complete discussion of these risks,
assumptions and uncertainties and for other risks and uncertainties. These risks, assumptions and uncertainties are not
necessarily all of the important factors that could cause actual results to differ materially from those expressed in any
of our forward-looking statements. Other unknown or unpredictable factors also could harm our results. We undertake
no obligation to update publicly or revise any forward-looking statements, whether as a result of new information,
future events or otherwise. In light of these risks, uncertainties and assumptions, the forward-looking events discussed
in this annual report might not occur.

PART 1

Item 1. Identity of Directors, Senior Management and Advisers

Not applicable.

Offer Statistics and Expected

Item 2. Timetable

Not applicable.

Item 3. Key Information

A.Selected Financial Data

The selected consolidated financial data presented below for the years ended December 31, 2014, 2015 and 2016 and
as of December 31, 2015 and 2016 is derived from our audited consolidated financial statements included elsewhere
in this annual report, which were prepared in accordance with U.S. GAAP. The selected consolidated financial data
presented below for the years ended December 31, 2012 and 2013 and as of December 31, 2012, 2013 and 2014, have
been derived from our audited consolidated financial statements for the years ended December 31, 2012, 2013 and
2014, which are not included in this annual report.
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As of December 31, 2015, we completed the disposal of Beijing Jinghan Education and Technology Co., Ltd., Beijing
Jinghan Taihe Education Technology Co., Ltd., and Ambow Jingxue (Beijing) Technology Co., Ltd (collectively
referred to as the “Jinghan Group”). We have assessed the disposed entities meeting the criteria of discontinued
operations as defined in ASC 205. The results of all discontinued operations and the gain or loss recognized on the
disposal, less applicable income taxes (benefit), are reported as a separate component of income (loss). In the periods
that a discontinued operation is classified as held for sale and for all prior periods presented, the assets and liabilities
of the discontinued operations are presented separately on consolidated balance sheet as assets held for sale and
liabilities held for sale respectively.

The Group deconsolidated Tianjin Ambow Huaying Education Technology Co., Ltd., which owns the 100% equity
interest in Tianjin Heping Huaying School and Tianjin Ambow Huaying School (collectively “Tianjin Tutoring”) in
September 2013, and deconsolidated Guangzhou Zhi Shan Education Technology Co., Ltd. (“Guangzhou ZS Career
Enhancement”) and Guangzhou Tianhe Depushi Education Training Center (“Guangzhou DP Tutoring”) on
December 2013. The Group deconsolidated Jilin Clever Training School (“Jilin Tutoring”) on September 2014. By
December 31, 2015, the company regained control over the previously deconsolidated subsidiaries, Tianjin Tutoring,
Guangzhou ZS Career Enhancement, Guangzhou DP Tutoring and Jilin Tutoring, and reconsolidated these entities in
its 2015 and 2016 consolidated financial statements.

For the Years Ended December 31,
2012 2013 2014 2015 2016 2016
RMB RMB RMB RMB RMB US$
(in thousands, except share, per share and per ADS information)
Consolidated Statement of
Operations Data:

NET REVENUES:

Educational programs and services 675,174 536,511 411,998 395,715 412,016 59,343
Software products 66,886 — — — — —

Total net revenues 742,060 536,511 411,998 395,715 412,016 59,343

Cost of revenues 477,199 ) (361,573 ) (274,036 ) (245,945 ) (238,742 ) (34,386 )
GROSS PROFIT 264,861 174,938 137,962 149,770 173,274 24,957
Operating expenses:

Selling and marketing (1) (321,418 ) (151,480 ) (80,377 ) (55,511 ) (41,818 ) (6,023 )
General and administrative (1) (632,603 ) (471,915 ) (508,544 ) (280,634 ) (145,513 ) (20,958 )
Research and development (1) (31,842 ) (19,545 ) (12,259 ) (7,308 ) (7,572 ) (1,091 )
Impairment loss from continuing ¢, 996 | (84246 ) (292,577 ) (162351 ) (22402 ) (3227 )
operations

Total operating expenses (1,747,859) (727,186 ) (893,757 ) (505,804 ) (217,305 ) (31,299 )
OPERATING LOSS (1,482,998) (552,248 ) (755,795 ) (356,034 ) (44,031 ) (6,342 )
OTHER (EXPENSE)/INCOME (6,739 ) (21,932 ) (267,861 ) (39,371 ) 12,924 1,862
LOSS BEFORE INCOME TAX,

NON-CONTROLLING
INTEREST, AND
DISCONTINUED OPERATIONS

(1,489,737) (574,180 ) (1,023,656 ) (395,405 ) (31,107 ) (4,480 )
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(10,893 ) 10,424 (1,135 ) 118,963 (5,911 ) (851
(1,500,630) (563,756 ) (1,024,791) (276,442 ) (37,018 ) (5,331

Income tax (expense)/benefit
LOSS FROM CONTINUING
OPERATIONS

(Loss)/Income from and on sale of
discontinued operations, net of
income tax

(172,885 ) (346,449 ) (57,764 ) 340,798

NET (LOSS)/INCOME

Less: Net (loss)/income
contributable to non-controlling
interest from continuing operating

(1,673,515) (910,205 ) (1,082,555) 64,356 (37,018 ) (5,331

(52,349 ) (3,387 ) (5,742 ) 617 (1,318 ) (190

NET (LOSS)/INCOME
ATTRIBUTABLE TO AMBOW
EDUCATION HOLDING LTD.

(1,621,166) (906,818 ) (1,076,813 ) 63,739 (35,700 ) (5,141

NET (LOSS)/INCOME
ATTRIBUTABLE TO
ORDINARY SHAREHOLDERS

(1,621,166) (906,818 ) (1,076,813 ) 63,739 (35,700 ) (5,141

Net loss from continuing

operations per ordinary share: (2)

Basic (29730 ) (102.32 ) (73.13 ) (7.52 ) (0.93 ) (0.13
Diluted (29730 ) (102.32 ) (73.13 ) (7.52 ) (0.93 ) (0.13

Net (loss)/income from

discontinued operations per

ordinary share: (2)

Basic (36.60 ) (63.62 ) (4.18 ) 9.25 - -
Diluted (36.60 ) (63.62 ) (4.18 ) 9.25 - -

Net loss from continuing

operations per ADS: (2)

Basic (594.60 ) (204.64 ) (146.26 ) (15.04 ) (1.86 ) (0.26
Diluted (594.60 ) (204.64 ) (146.26 ) (15.04 ) (1.86 ) (0.26
Net (loss)/income from

discontinued operations per ADS:

(@)
Basic (73.20 ) (127.24 ) (8.36 ) 18.50 - -
Diluted (73.20 ) (127.24 ) (8.36 ) 18.50 - -

Weighted average shares used in
calculating net income/(loss) per

share (2)
Basic 4,855,331 5,464,740 13,928,048 36,848,816 38,469,234 38,469,234
Diluted 4,855,331 5,464,740 13,928,048 36,848,816 38,469,234 38,469,234

(1) Share-based compensation expense included in:

10
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For the Years Ended December 31,

2012 2013 2014 2015 2016 2016

RMB RMB RMB RMB RMB  US$

(in thousands, except share, per share and per ADS information)
Selling and marketing (6,286 ) (2,658 ) (351 ) @457 ) - -

General and administrative (88,019 ) (73,108 ) (156,870) (49,371) (7,828) (1,127)
Research and development (872 ) (829 ) (144 ) (289 ) - -

Basic and diluted net income/(loss) from continuing operations per ordinary share is computed by dividing net
income/(loss) from continuing operations adjusted for the impact of any accretion/allocation of income relating to
preferred shareholders 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

(2)discontinued operations by the weighted average number of shares outstanding for the period. The potentially
dilutive warrants, preferred shares and options 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.

As of December 31,

2012 2013 2014 2015 2016 2016

(in thousands)

RMB RMB RMB RMB RMB US$
Consolidated Balance Sheet Data:
Cash and cash equivalents 118,081 98,962 180,285 246,303 196,900 28,359
Total current assets 2,022,342 1,083,449 993,736 682,624 616,527 88,797
Total assets 3,180,358 1,953,409 1,505,688 1,007,925 976,195 140,601
Total current liabilities 1,682,064 1,476,087 1,491,336 839,381 838,002 120,697
Total liabilities 1,796,403 1,555,686 1,558,994 865,102 861,174 124,034
Total equity/(deficit) 1,383,955 397,723 (53,306 ) 142,823 115,021 16,567

For the Years Ended December 31,
2012 2013 2014 2015 2016 2016
RMB RMB RMB RMB RMB US$
(in thousands)
Consolidated Statement of Cash Flow Data:
Net cash (used in)/provided by operating activities (32,004 ) (160,544) (160,367) (40,119) 17,535 2,524
Net cash (used in)/provided by investing activities  (452,865) 64,512 110,221 58,214  (65,218) (9,393)
Net cash provided by/(used in) financing activities 76,838 82,885 87,003 12,830 (1,504 ) (216 )
Changes in cash, cash equivalents and restricted
cash included in assets held for sale 424,307 (5863 ) 43,870 38,063 - i

Exchange Rates

12
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Our business is primarily conducted in China and substantially all of our revenues are denominated in RMB. This
annual report 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 noon buying rate on December 31, 2016, which was RMB 6.9430 to US$ 1.00. We
make no representation that the RMB or U.S. dollar amounts referred to in this annual report could have been
converted into U.S. dollars or RMB, as the case may be, at any particular rate or at all. The PRC government imposes
control over its foreign currency reserves in part through direct regulation of the conversion of RMB into foreign
exchange and through restrictions on foreign trade. On March 10, 2017, the daily exchange rate reported by the
Federal Reserve Board was RMB 6.9050 to US$ 1.00.

The following table sets forth information concerning exchange rates between the RMB and the U.S. dollar for the
periods indicated. These rates are provided solely for your convenience and are not necessarily the exchange rates that
we used in this annual report or will use in the preparation of our periodic reports or any other information to be
provided to you. The source of these rates is the Federal Reserve Board.

. . Average
Period 1)
2012 6.2990
2013 6.1412
2014  6.1704
2015  6.2827
2016  6.6400
5

13
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Period High (1) Low (1)
2016

September 6.6790  6.6600
October 6.7819  6.6685
November 6.9195 6.7534
December 6.9580 6.8771
2017

January 6.9575 6.8360
February  6.8821  6.8517

Annual and monthly lows and highs are calculated from daily noon buying rates in the city of New York as

(l)published by the Federal Reserve Bank.

B.Capitalization and Indebtedness

Not applicable.

C.Reasons for the Offer and Use of Proceeds

Not applicable.

D.Factors

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

14
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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
public schools from teaching, on a part-time basis, at private schools during the work week or at any time. 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 has 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 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.

15
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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

16
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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 revenues, 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 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 have completed a number of acquisitions, which involve risks and uncertainties, and if we don’t manage those
risks well, it may harm our business.

We have completed a number of acquisitions during the past few years. In the future, we may also 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;
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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 have performed due diligence on each entity that we acquired before the acquisition, some of
the acquired entities did not maintain their historical documents and records properly and a substantial amount of such
documents and records were unavailable for our review. As such, there may be hidden liabilities and risks relating to
the business and operation of such acquired entities that we failed to identify before the acquisition and of which we
are still unaware. If 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.

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:
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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;

-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 decreased from RMB 412.0 million in 2014 to RMB 395.7 million in
2015, and increased to RMB 412.0 (US$ 59.3 million) in 2016. 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:
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-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.

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.

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.
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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.

21



Edgar Filing: Ambow Education Holding Ltd. - Form 20-F

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
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 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 are 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.
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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 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.
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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:

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
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- 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
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.

All of our servers and routers including backup servers are currently hosted by third-party service providers within
China. We do not currently maintain any backup servers outside of China. 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
current portion of the prepaid long-term lease, capital lease and prepaid long-term lease in 2016.
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We do not possess the relevant land use right certificates or 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, and certain of the land we use to operate our business may be confiscated.
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 land use right and 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