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[bookmark: _Toc30626_WPSOffice_Level1][bookmark: _Toc1213][bookmark: _Toc31078_WPSOffice_Level1]Executive Summary
Beijing Boyuan Network Technology Co., Ltd., a privately owned limited liability company focused on online education, is trying to secure sufficient capital and a larger market through a public offering in the process of development. This report will take the company listing as the target project, carries on the detailed investigation to the Beijing Boyuan network technology company, and forms the investigation report according to the consulting material, the oral interview, the analysis procedure and so on. Through this survey, whether it has the basic conditions for planned listing has been determined. In addition, this report found that the financial and business aspects of the listing have not met the listing requirements. Finally, aiming at these problems, this report puts forward the corresponding solutions and provides the market for them. 
1

[bookmark: _Toc14928_WPSOffice_Level1]1 Introduction
Beijing Boyuan Network Technology company is an online education company engaged in the future growth of enterprises, education level training, new and old project development and personnel management consulting. They have been committed to becoming China's largest Internet learning platform. 
[bookmark: _Toc21987_WPSOffice_Level2][bookmark: _Toc14928_WPSOffice_Level2][bookmark: _Toc5269]1.1 Project Justification
Taking into account the company's current business model and ownership structure, this project analyzes the feasibility of the future IPO of the enterprise. In the future, the listed main body will take online education as the main business, spin off the existing shopping malls and technology development, and form a new business block (Berasategi, 2011). This report will establish a team responsible for research, business, internal control management and financial accounting for listed projects. 
An important reason for the development of this project is that the holding structure makes this pyramid structure leveraged. Different shareholders have their own positions and interests (Cowan, 2007). The more shareholders, the more complicated the game relationship, and it is quite difficult to unify opinions. The establishment of a holding company is conducive to the coordination between shareholders, the focus is on strengthening the control of major shareholders.
If the company wants to carry out other business, the holding company is a good platform. The proceeds can be reinvested not only in the main company but also in other industries (Baldo, 2009). This is why most companies with diversified intentions choose to establish a holding company today, and it is conducive to the development of other business segments in the future.
From the perspective of taxation, after the establishment of the holding company, the dividend income obtained from the main company does not have to pay corporate income tax (Afsarmanesh, 2010). This part of the income can be directly used for investment or consumption. If the natural person directly holds the share, the dividend income must be deducted from the personal income tax before it can be used for other purposes.
In order to promote the company to complete asset securitisation as soon as possible, based on the current regulatory policies and rules, regulating the issuance and listing of securities, as well as the development of the company, this report will analyse the management and financial problems of the company and put forward reasonable suggestions for listing (David, 2004). 
[bookmark: _Toc5371][bookmark: _Toc16086_WPSOffice_Level2][bookmark: _Toc5108_WPSOffice_Level2]1.2 Project Objectives
This report is based on the company's relevant raw materials and determines the possibility of listing based on changes in the capital market in response to international macroeconomic trends. Written investigation, oral interviews and analysis of Beijing Boyuan Network Technology company under limited time and data conditions (Willem, 2014). Including history, business and technology, and internal control and financial situation. The content involves the company's problems in the history of the company, business and technology, internal control, financial management, tax management and accounting.
[bookmark: _Toc16086_WPSOffice_Level1]2 Research Methodology
Research framework: Through interviews with senior managers and market research, this report makes an in-depth understanding of the internal and external environment of the company. Then it determine the feasibility of the listed project and the problems in the implementation of the project through the market analysis and financial analysis (Eschenbächer, 2011). Finally, on the basis of the main conclusions, this report puts forward the corresponding solutions and provides a way to market.
Subjects: CSRC, senior manager, company website, other media reports.
Data collection: First, the basic requirements of listing are obtained through the relevant materials of CSRC. Second, the senior manager of the company are interviewed to obtain basic internal information, especially internal control and financial information (See in Appendix). Third, their market conditions are obtained through the company's official website and other reports.
Data analysis: Quantitative analysis and the gap with listing requirements were carried out by comparing the financial information obtained from within the company and the financial requirements of listing (Rosas, 2009). Other aspects find out the difficulty of listing project through qualitative analysis, and then the corresponding suggestion can be put forward. 
[bookmark: _Toc24650_WPSOffice_Level1][bookmark: _Toc12577][bookmark: _Toc31206_WPSOffice_Level1]3 Main Findings and Critical Analysis
[bookmark: _Toc24650_WPSOffice_Level2][bookmark: _Toc15517][bookmark: _Toc31206_WPSOffice_Level2][bookmark: _GoBack]3.1 Main Business Model
In terms of development path, the company mainly relies on the user traffic and stickiness accumulated by the personal brand effect of the company holders. In terms of current operating results, the department store model is more compatible with the company's own characteristics (Hollingsworth, 1993).
The individual brand can be integrated and transformed into users for secondary sales. The planning of the follow-up path should match the market demands and strategic positioning of the company at different stages. The short-term game may not bring long-term sustainable profitability (Beckett, 2012). The advantage of the department store model is that it can be quickly adjusted according to changes in market demand, accurately grasping the target market and end users, in order to maintain strong competitive strength.
Given the company's core competencies and marketing characteristics as well as the subsequent preparation for an independent IPO, the company's main business can highlight online education and remove the online store sector (Abreu, 2008). According to the attributes of its own products, it will focus on developing the market of SMEs, monopolize and capture the main profits of this segment. At this stage, the listing should be done to improve the competitiveness of the main business and highlight the advantages of the main products.
[bookmark: _Toc7494][bookmark: _Toc6680_WPSOffice_Level2][bookmark: _Toc5692_WPSOffice_Level2]3.2 Group Purchase Sales
In terms of group purchase sales, group purchasers of different levels have different pricing system and discount basis according to the level of equity (Alawamleh, 2011). In the group purchase business, the management of the first-level dealers should be clear and transparent. 
Therefore, legal verification should be able to penetrate everyone, and product pricing system management and control should be strengthened. It is necessary to carry out distribution management according to sales policy, purchase demand and marketing ability, and re-adjust the existing group purchasers to avoid disputes (Bossink, 2002). The essence of the Internet business is to go to the middlemen. The company's business should be reflected in the sales side. The goods on the sales side should be traceable and inquired to avoid the phenomenon of cross-selling. 
[bookmark: _Toc8792_WPSOffice_Level2][bookmark: _Toc3042][bookmark: _Toc14567_WPSOffice_Level2]3.3 Information inconsistency
Due to the company's current marketing methods, sales methods, background statistical caliber differences, etc., the financial department often has inconsistent accounting in the daily work (Macedo, 2013). The impact is mainly reflected in the revenue measurement, the confirmation of the advance receipt, the tax generation, financial risks and forecast of return rate.
The company adopts the distribution model, and each agent enjoys different levels of rights and interests and each develops its own distribution channels, which easily leads to internal and external account inconsistency (Gastaldi, 2015). With the ignorance of account inconsistency, it will inevitably increase the possibility of IPO obstacles, and at the same time increase the risk of loss of company assets and the possibility of administrative punishment risks.
In the preparation process of the future IPO, the company should focus on the combination of business and finance. In the process of follow-up and verification of intermediaries, the historical data should be clearly identifiable, and the past business development and future disclosure information should be true and accurate. Statistical analysis, identification and correspondence of background data is very important for Internet companies. Therefore, how to standardize the compliance of the company's business, the integrity of the background data, and the authenticity of the financial information will be the focus of future IPO work (Romero, 2010). Understanding, testing and evaluating internal controls will be the most important issue for intermediaries participating in the IPO process, as well as specific guarantees to ensure the authenticity of the company's future IPO process. 
[bookmark: _Toc15775_WPSOffice_Level2][bookmark: _Toc15808_WPSOffice_Level2][bookmark: _Toc120]3.4 Company Rebate
The company uses a three-tier distribution approach, and VIP users invite others to become VIPs by sharing their invitation links. When someone pays 365 yuan, the money will be remitted to the company account. If it belongs to the first-level distributor to share the invitation, the first-level distributor himself enjoys 365 yuan rebate, which belongs to the company's income of zero; if it belongs to the second-level distributor to share the invitation, the second-level distributor himself enjoys 150 yuan rebate, the superior level The distributor enjoys a rebate of 100 yuan, which belongs to the company's income of 115 yuan. When the application for rebate is applied for withdrawal, the finance will be transferred from the balance of other payable (Nord, 1995). In the whole process of rebate, the financial personnel cannot know the specific rebates before the application is withdrawn, and the income cannot be confirmed in time.
The company must improve the business system. The amount of each VIP payment to the company can be displayed in terms of distribution level, remittance method, amount, returnable income, rebate amount, and company income (Mischen, 2015). In this way, the finance can be inquired and invoiced in a timely manner, and strictly controlled within the third-level distribution to ensure the legality of the operation.
[bookmark: _Toc31125_WPSOffice_Level2][bookmark: _Toc19171][bookmark: _Toc17445_WPSOffice_Level2]3.5 Dealer Identification
The company has adopted a large number of distribution forms in the marketing process, which has led to different levels of dealers to obtain the same rights and value products at different levels and prices. The advantage of this kind of sales is that it has a magnetic effect and an excitation characteristic. The disadvantage is that the identification of the dealer is bound to be unclear (Liang, 2008). Different levels of dealers establish new distribution systems and systems according to their own environment and marketing network, which will lead to the problem of serial goods and ultimately the terminal sales cannot determine its flow and authenticity. 
In order to prevent dealers from disrupting the market environment of products, the company should establish a strict management method in marketing, making it a specific identification guarantee for future sustainable operation and IPO (Smals, 2012). Based on the existing distribution system and future development considerations, the company should focus on various existing problems and design specific methods and management methods.
[bookmark: _Toc30410][bookmark: _Toc6680_WPSOffice_Level1][bookmark: _Toc5692_WPSOffice_Level1]4 Asset Securitization Investigation and Preparation
[bookmark: _Toc23657_WPSOffice_Level2][bookmark: _Toc1677][bookmark: _Toc8688_WPSOffice_Level2]4.1 Principles of revenue recognition
The main business income of the company is mainly the income of learning software members. The company separates the ticket income and the non-ticket income in the revenue confirmation. For the billing income, the company recognizes the current income in the month when the invoice is issued; for the non-ticket income, the company confirms the income after receiving the payment for two months. The consulting service agreement signed between the company and the group purchaser customer stipulates that the customer does not have the right to refund (Davis, 2011). However, in actual implementation, the group purchaser's customer can apply for a refund at any time. On the other hand, the activation rate of the company's learning software members is not high, and the refund rate has been high since its establishment (Dekkers, 2009). Therefore, the group purchasers currently have more learning software that has not yet been activated.
The company can give the customer a one-month or three-month refund option and make an agreement in the contract. The company will not refund the time limit. During this period, group purchasers who are willing to refund will actively seek refunds, and the refund rate during the refund period will also be true (Lin, 2012). The company can reasonably estimate the return rate based on the customer's refund during the most recent one or three month refund period to measure and confirm the revenue. The choice of this method requires high validity of the company's back-end technical system data, and it is necessary to calculate the return type, purchase time, and refund amount in real time. The company will not refund the contract after it has been sold in the contract, and it will be executed strictly in accordance with the contract. Since the risk associated with the sale of the company has been transferred, the revenue can be fully recognized after the sale.
[bookmark: _Toc1323_WPSOffice_Level2]4.2 Capital occupation
The shareholder's account has a great negative impact on the listed companies and even the capital market. Therefore, listed companies prohibit large shareholders from taking up the funds (Swink, 2006). However, the actual controllers of Beijing Boyuan Network Technology company and their relatives and other enterprises controlled by the actual controllers occupy about 7 million yuan of the company's capital, which prevents it from going public.
The company should clear the majority shareholder's payment as soon as possible, for example, the original borrower will return the company's payment in cash (Durugbo, 2016). For the difficulty of returning cash, the major shareholder can provide a certain invoice as the company's expense, even though it will increase the current year's expenses and reduce the current year's performance. For the part that cannot be returned, as the bad debt write-off, it is confirmed as the current loss. 
[bookmark: _Toc13209_WPSOffice_Level2]4.3 Financial configuration
The company needs to speed up the training or directly select the financial director with relevant listing experience as the financial coordinator of the company's capital operation. In order to deal with tax verification, the company should hire a professional accounting firm to conduct audits and provide substantive advice on the company's financial specifications from a more professional perspective (Zhao, 2008). In particular, the team with senior auditing experience in the internet education industry will systematically sort out and standardize the financial system.
[bookmark: _Toc30238_WPSOffice_Level2]4.4 Standardized accounting treatment
When the company obtains the invoice, it will clear the confirmation fee. Due to the cost intertemporal phenomenon, the company should allocate the expenses according to the period during which the service is accepted. The parent company Beijing Boyuan Network Technology company's book payable subsidiary Shenzhen Boyuan company balance of 6.75 million yuan, the subsidiary Shenzhen Boyuan company book receivable Beijing Boyuan Network Technology company balance of 6.6 million yuan, the parent company's book value has a difference. In addition, the company has inconsistencies between the labor service provider and the payee (Vinhas,2012). If the actual payee of the company is inconsistent with the Jiuhua VIP building of the labor service provider, the invoice obtained is also issued by Jiuhua VIP Building. This means that the internal control has flaws. Therefore, the company should ensure that the actual labor service provider and the payee are consistent, and the invoice should have a real trading background.
[bookmark: _Toc3013][bookmark: _Toc3324_WPSOffice_Level2][bookmark: _Toc654_WPSOffice_Level2]4.5 Equity adjustment
The adjustment mode can be divided into two types. One is to split the current business segment on the original basis, and establish a shareholding platform on the basis of the original shareholder to carry out equity incentives; the other way is to put all the current main business into Within the education group, the interests of the listed companies will be re-divided according to the future (Crispim, 2009).
First of all, in the early stages of development, it is recommended that group companies can be absolutely controlled. These performances are in the major decisions of amending the company's articles of association and drafting the main body of the listing (Camarinha, 2005). With the expansion of the financing scale of the company's listed entities, it needs to remain at 51% and above before entering the capital market in order to have relative control.
Secondly, since the establishment of the company less than 5 years, in the process of the company's growing and growing, the positive and clear equity incentives are the basic guarantee and benefit arrangement for all employees of the company to maintain enthusiasm, and also the specific measures to maintain the company's core cohesion (Loss, 2011). The focus of the incentives is mainly on the company's directors, senior management, and management backbone and core technical personnel who have a direct impact on the company's future development. Based on current organizational structure considerations, this is the primary factor in determining the motivational object. The company's organizational structure, including R&D centers, marketing centers, and financial centers, should be included in the scope of equity incentives (Shachaf, 2008). The current incentive system must not only motivate existing managers and core employees, but also take into account the company's organizational plan five years later, and reserve a position for talents to enter in the future. At present, corporate incentives are the core key nodes of enterprises upstream and downstream, stimulating investors, and the industrial chain. They must be motivated according to strategic planning and development strategies. 
[bookmark: _Toc14567_WPSOffice_Level1][bookmark: _Toc8792_WPSOffice_Level1][bookmark: _Toc14509]5 Evaluation and Selection of Asset Securitization Path
[bookmark: _Toc26867_WPSOffice_Level2]5.1 Domestic IPO
Although laws and regulations have cleared the way for private education enterprises to engage in profit-making activities, there are still problems at the specific implementation level. As the relevant supporting system has not kept up, the relevant regulatory authorities still have differences in the understanding of the scope of application of the law. The regulatory responsibilities are not clear, and many companies are still facing embarrassing situations. Currently, there are no education companies related to IPOs in China. In view of the relatively new business model of the company, there are still many reasons for the successful IPOs in the country and the strict supervision and uncertainty of the regulatory authorities. Under the existing domestic legal framework, companies are not recommended to conduct domestic IPO trials (Daudi, 2016). 
[bookmark: _Toc15251_WPSOffice_Level2]5.2 Company Merger
Regulators encourage listed companies to take control of the underlying companies and discourage the purchase of minority stakes. Once the company chooses to be merged by a listed company, it loses control of the company and becomes a subsidiary of the listed company. A-share mergers and acquisitions are the most mainstream way of listing education companies in recent years. There are successful precedents, the risk of review is relatively small, and the speed is also faster. Educational enterprises mainly landed in the A-share market through cash acquisitions and the issuance of shares to purchase assets, but they mainly adopted cash acquisitions (Chituc, 2007). The advantage is that it does not require the approval of the CSRC, but it takes a lot of money. The issue of shares to purchase assets is subject to uncertainty due to the approval of the CSRC. However, the company's business will generally become the second main business of the original listed company, the company's chairman became the second shareholder of the original listed company, responsible for the education sector business.
[bookmark: _Toc30581_WPSOffice_Level2]5.3 Backdoor Listing
The company acquired 20%-30% of the shares of the listed company through the transfer of the tradable shares agreement, and became the controlling shareholder and actual controller of the listed company (Powell, 1996). After obtaining the control of the listed company, the listed company will use the cash or issue shares to acquire the equity of Beijing Boyuan Network Technology company, and put the company's quality education and training assets into the listed company. By transferring the company's equity in exchange for the shares of the listed company to further strengthen the control of the listed company, or obtain cash considerations, alleviate the financial pressure on the agreement to acquire the listed company.
For example, Beijing Boyuan Network Technology company total assets, net assets, operating income, net profit and other indicators exceed the comparable indicators of the listed companies to be acquired, firstly issued by the listed company and paid for by cash. By adjusting the listed company to pay shares and cash to the shareholders of Beijing Boyuan Network Technology company. When the acquisition is completed, the original controlling shareholder becomes the second largest shareholder of the listed company, and the actual controller of the listed company remains unchanged. After the completion of the acquisition, the original actual controller of the listed company gradually reduced its shareholding, and the listed company acquired Beijing Boyuan Network Technology company to obtain the shares of the original actual controller of the listed company.
[bookmark: _Toc6396_WPSOffice_Level2]5.4 Logining Hong Kong
Listing in Hong Kong is divided into two modes, red-chip mode and H-share mode. The red-chip model refers to the holding company as an overseas registered enterprise, but its business, profit, assets and management are all from the mainland of China, and the listed entity is an overseas holding company (Browne, 1995). The H-share model refers to a company whose registered company is registered in China and whose listed entity is a company registered in mainland China.
The main difference between the two models is that the H-share model requires the approval of the China Securities Regulatory Commission, and the red-chip model does not require the approval of the China Securities Regulatory Commission. However, the red-chip model requires the approval of the Ministry of Commerce when setting up a red-chip structure for a return purchase (Verdecho, 2012). Under the H-share model, the original shareholders could not reduce their holdings in the Hong Kong market and could not fully circulate. However, the red chip mode can reduce the cash. Under the H-share model, the post-listing issuance still needs to obtain approval from the China Securities Regulatory Commission. But it is not needed in the red chip mode.
[bookmark: _Toc9107_WPSOffice_Level2]5.5 US Securities Market
In general, Chinese companies can enter the US capital market in four ways: initial public offering (IPO) of common stock, American Depositary Receipt (ADR), private equity and US Securities Act 144A, and reverse merger (Schulze, 2012). The multi-level diversification of the US securities market can meet the financing requirements of different companies, but there are huge differences in geography, culture, language and law between China and the United States. Enterprises will encounter many obstacles in the process of listing. 
[bookmark: _Toc15775_WPSOffice_Level1]6 Conclusion
The report analyzes the advantages and disadvantages of the company's listing, the evaluation of the securities market and its characteristics. From the perspective of future planning and development strategies, the company's ideas for achieving endogenous and extended growth through capital operations will not change. However, at this stage, it is recommended that the company first consider the legal and financial issues to rectify, consolidate the core competitiveness of the main business and complete several rounds of financing arrangements. 
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[bookmark: _Toc23657_WPSOffice_Level1][bookmark: _Toc4315][bookmark: _Toc8688_WPSOffice_Level1]Appendix
Some questions about the interview of Beijing Boyuan Network Technology Co.

Q: How does the company establish and enforce internal control?
A: The column of the company's products is mainly based on the special recording of the invited teachers. According to the teacher's own professional and the director's custom content, the recorded content and the teacher signed a copyright-related agreement and negotiated a proportion. This part of the course is an extra pay-per-view course outside the VIP membership course. The company does not pay the teacher fee separately, and pays the teacher fee in the fee-sharing mode.

Q: What are the potential risks of copyright segregation?
A: The risk of potential disputes in intellectual property rights is a matter of great concern to the regulatory authorities. It involves the company's ability to continue operations and its core competitiveness. The regulatory authorities usually focus on whether there are infringements of third-party intellectual property rights and potential legal risks and other disputes. There is a cost or cost of transferring intellectual property through joint development or sharing; the formation process of intellectual property rights, ownership ownership, whether it belongs to job creation or job technical achievements, and whether it has an important impact on the company's research and development, production, and operation.

Q: How does the company regulate the tax collection and payment behavior?
A: The company adopts the distribution rebate policy for online promotion. VIP users can invite others to become VIPs by sharing their invitation links, and they can get rebates. At present, the company has not carried out a tax withholding for this part of the rebate, and there is a risk of tax inspection.

Q: What is the company's tax planning and financial subsidies?
A: The company has obtained a high-tech enterprise certificate, and the corporate income tax rate is 15%. At present, the company has established Beijing Bo Rui Siyuan Software Development Co., Ltd., and can further strive to obtain dual-soft certification in the future. After the successful certification, the VAT general taxpayer sells its own software products developed and produced by itself, and the part of the VAT actual tax burden exceeds 3%. The discount period will be calculated from the profit-making year before December 31, 2017. From the first year to the second year, the enterprise income tax will be exempted. In the third year to the fifth year, the enterprise income tax will be halved according to the statutory tax rate, and will be enjoyed until the expiration of the period. In addition, the company can make full use of financial subsidies or incentives for Internet education companies at all levels of government departments at the national, provincial and urban levels.
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