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MANAGEMENT DISCUSSION AND ANALYSIS

B E5Yam AR DT

BUSINESS REVIEW
Overview

Minsheng Education Group Company Limited (the “Company”)
is one of the largest private higher education providers in
China, as measured by total number of student enrollment.
Currently, the Company and its subsidiaries including
structured entities (collectively, the “Group”) owned and
operated five private higher education schools and one high
school in China, namely, Chongging College of Humanities,
Science and Technology, Pass College of Chongging
Technology and Business University, Chongqing Vocational
College of Applied Technology, Inner Mongolia Fengzhou
Vocational College (Qingcheng Branch) and Chongging
Electronic Information College with the high school Shouguang
Bohai Experimental School.

Our primary focus is to provide high-quality private formal
higher education in China dedicated to nurturing professional
talent. We offer a comprehensive range of diverse majors and
courses, including through our collaborative relationships and
cooperative education programs with local businesses and
government agencies, through which we strive to improve our
students’ theoretical literacy, practical technique and career
prospects. As a result, we have achieved high graduate
employment rates for our graduates from the schools we
own and operate. We attribute the relatively high graduate
employment rates to the effectiveness of our education
programmes, which we believe it will continue to elevate our
brand reputation and help us attract talented students.

Recent development on regulations

It has come to the Group’s attention that on 10 August 2018,
the Ministry of Justice of the People’s Republic of China (the
“PRC” or “China”) has published the review draft of the draft
Amendments to the Regulations on the Implementation of the
Non-state Education Promotion Law of the People’s Republic
of China{F#E A R MBI RPHE REEB RO (EFTESR) (X
#75)) (the “Draft Amendments”) for consultation. As advised
by the Company’s legal advisors as to the laws of the PRC
(“PRC Legal Advisors”), the Draft Amendments are still under
consultation and are not yet promulgated or implemented
in the PRC. Accordingly, as at the date of this report, the
business operations of the Group have not been affected by
the Draft Amendments. The Company will continue to follow the
development of the Draft Amendments and other relevant laws
and regulation.
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MANAGEMENT DISCUSSION AND ANALYSIS (Continued)
EEBR RO (E)

Our Schools in China

1.

Existing Schools

Six schools in the PRC have been operating by the Group
throughout the period ended 30 June 2018, four of which
are located in Chongging, one is situated in Inner Mongolia
and one in Shandong. Through these schools, we primarily
offer formal higher education, including undergraduate and
junior college education. Tuition fees and boarding fees
are the major income of the Group and we usually raise
our fees in certain programmes every two to three school
years due to the increasing operating costs. Existing
students will continue to pay the same tuition fees when
they first enrolled to our schools.

Chongging College of Humanities, Science and Technology
is a formal university-level higher education institution
located in Chongqging, the PRC. Its predecessor was
Southwest University Yucai College, which was a private
independent college certified by the Ministry of Education
of the PRC (the “MOE”) in March 2003. In April 2013,
the college was approved by the MOE to convert to an
independent university-level education institution and
was the first private college in Chongging obtaining such
approval. Chongging College of Humanities, Science and
Technology provides undergraduate and junior college
education. It also offers preparatory education (FEEIZE)
to qualified ethnic minority students. Approximately 43
programmes in a wide range of subject areas are available
for students to choose from.

Pass College of Chongging Technology and Business
University is an independent college located in Chongging,
the PRC, which was certified by the MOE in December
2003. This college provides undergraduate and junior
college education with approximately 26 majors. As
an independent college, Pass College of Chongqging
Technology and Business University is a sole and
independent legal entity from Chongging Technology and
Business University, and carries out its own day-to-day
school administration, human resources management,
student recruitment, curriculum and programme design
and formulation and financial accounting duties.
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MANAGEMENT DISCUSSION AND ANALYSIS (Continued)

Chongging Vocational College of Applied Technology is
a degree-granting higher education institution located
in Chongging, the PRC, which obtained approval as a
higher vocational school by the People’s Government of
Chongging in April 2005 and was registered with the Civil
Affairs Department of Chongging in December 2006. It
provides junior college education with approximately 16

majors.

Inner Mongolia Fengzhou Vocational College (Qingcheng
Branch) is a degree-granting higher education institution
located in Hohhot, Inner Mongolia, the PRC. We became
one of the school sponsors and entitled to the entire
interest in Inner Mongolia Fengzhou Vocational College
(Qingcheng Branch) in 2008. It primarily provides junior
college education with approximately 11 majors.

Chongging Electronic Information College is a full-time
ordinary higher education institution located in Chongging
city, the PRC, providing junior college education.

Shouguang Bohai Experimental School is a high school
located in Shouguang, Shandong Province, the PRC, with
approximately 2,501 students, together with an outstanding
teaching team and facilities.

In addition, as disclosed in the prospectus of the Company
dated 10 March 2017 (the “Prospectus”), pursuant to
certain cooperation agreements entered into among the
Group, the People’'s Government of Laoling and Bureau
of Education of Laoling, Laoling Secondary Vocational
and Technical School will be managed and operated by
Laoling Minsheng Secondary Vocational School under
an entrustment management arrangement. We have
completed the filing of the said entrustment management
arrangement with the People’'s Government of Dezhou in
April 2017.
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MANAGEMENT DISCUSSION AND ANALYSIS (Continued)
EEBR RO (E)

Acquisition of New Schools
Chonggqing Electronic Information College

Chongging Electronic Information College (“Chongging
Electronic”) is a full-time ordinary higher education
institution located in Chongging City, the PRC.

On 6 November 2017, Chongging Yuecheng Zhiyuan
Education Technology Co., Ltd. (“Chongqging Yuecheng”),
a consolidated affiliated entity of the Company, entered
into a capital increase agreement with Chongging
Chuangsite Technology Company Limited and Chongqging
Electronic, pursuant to which Chongging Yuecheng
agreed to make a capital contribution of RMB125 million
to Chongqing Electronic (“Capital Contribution”). Upon
completion of such Capital Contribution, 51% of the school
sponsor’s interest in Chongqging Electronic will be owned
by Chongqing Yuecheng.

Commencing from 1 December 2017, Chongqging
Yuecheng has been entrusted to manage Chongqging
Electronic, including but not limited to the aspects of the
assets, business operation, human resources, students and
legal documents of Chongging Electronic (the “Entrusted
Arrangement”). In return of its management services,
Chongging Yuecheng is entitled to 51% of the net profits of
Chongging Electronic. The financial results of Chongging
Electronic have been consolidated in the financial results
of the Group under the prevailing accounting principles
since the commencement of the Entrusted Arrangement.
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MANAGEMENT DISCUSSION AND ANALYSIS (Continued)

On 23 February 2018, Chongging Yuecheng has completed
the Capital Contribution to Chongging Electronic and has
completed all the registration procedures with Chongging
City Civil Affairs Bureau (£ E ™ K I /3) in relation to
Chongging Yuecheng becoming one of the school
sponsors of Chongqging Electronic. Accordingly, Chongaging
Yuecheng now owns 51% of the school sponsor’s interest
in Chongqing Electronic. Chongging Yuecheng has also
completed all registration procedures with Chongging City
Civil Affairs Bureau (EETRIED) in relation to the change
of the legal representative of Chongqing Electronic to the
person designated by Chongging Yuecheng.

Anhui Wonder University of Information Engineering

Anhui Wonder University of Information Engineering
(“Wonder University”) is a private higher education
institution located in Hefei, Anhui, the PRC, which was
established in 2001, offering courses and programs
leading to higher education degrees.

On 30 August 2017, Chongging Yuecheng entered into an
acquisition agreement with the current school sponsor of
Wonder University pursuant to which Chongqging Yuecheng
agreed to acquire 51% of the school sponsor’s interest
in Wonder University for a total consideration of RMB500
million. On 27 September 2017, Chongging Ruibo, an
indirect wholly-owned subsidiary, entered into a set of
structured contracts in relation to Chongqging Yuecheng
and its shareholders, pursuant to which the Group will
be entitled to the economic benefits from Chongqging
Yuecheng and have the power to control Chongqging
Yuecheng. Details of the structured contracts, please refer
to the announcement of the Company dated 27 September
2017 and the section headed “Structured Contracts in
relation to Wonder University and Chongqging Electronic” in
this report.

As at 30 June 2018, the application for transferring
the school sponsorship is going through the approval
procedures of government authorities. Upon completion,
the financial results of Wonder University will be
consolidated in the financial results of the Group under the
prevailing accounting principles. The Company is closely
following up the progress of approval procedures and will
publish further announcements in respect of such matter
pursuant to the Rules (the “Listing Rules”) Governing the
Listing of Securities on the Stock Exchange of Hong Kong
Limited (the “Stock Exchange”) in due course.
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MANAGEMENT DISCUSSION AND ANALYSIS (Continued)
EEBR RO (E)

Shouguang Bohai Experimental School

Shouguang Bohai Experimental School, also known as,
The Experimental High School associated with University
of Chinese Academy of Sciences Basic Education
Institute (“Bohai Experimental School”), is a school
located in Shouguang, Shandong Province, the PRC, with
approximately 2,501 students and 284 teachers and staff
as at 30 June 2018.

On 10 March 2018, Shiji Kuangao (Beijing) Investment
Management Co., Ltd. (“Shiji Kuangao”) entered into the
school sponsor’s interest transfer agreement (“Interest
Transfer Agreement”’) with Shouguang City Hongjing
Town Development and Investment Company Limited and
Shouguang City No.1 Middle School, pursuant to which,
Shiji Kuangao agreed to acquire 100% of the school
sponsor’s interest of Bohai Experimental School, and the
land, building, facilities and equipment of the east side of
the Bohai Experimental School for a total consideration of
approximately RMB151.73 million.

On 12 March 2018, Chongqing Jierui Education
Technology Co., Ltd. (“Jierui”), a consolidated affiliated
entity of the Company, entered into an equity transfer
agreement with the shareholder of Shiji Kuangao and Shiji
Kuangao, to acquire 100% of the equity interest of Shiji
Kuangao (“Equity Transfer Agreement”). Pursuant to the
Interest Transfer Agreement, Shiji Kuangao will be entitled
to acquire Bohai Experimental School.

The completion of the Equity Transfer Agreement and the
Interest Transfer Agreement took place on 2 May 2018.
For details of the above transaction, please refer to the
announcements of the Company dated 12 March 2018, 13
April 2018 and 2 May 2018.
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MANAGEMENT DISCUSSION AND ANALYSIS (Continued)

On 2 May 2018, Chongging Mengzhuo Education
Technology Co., Ltd* (EBEZE2H BRI BR A A, an
indirect wholly-owned subsidiary of the Company entered
into a set of contractual arrangements in relation to Shiji
Kuangao, Jierui and its shareholders, so that the Group is
able to exercise control over Shiji Kuangao as the school
sponsor of Bohai Experimental School and the Company
is able to consolidate the financial results of Jierui, Shiji
Kuangao and Bohai Experimental School into the Group’s
results from 2 May 2018, the commencement date of the
contractual arrangements. For details of the contractual
arrangements, please refer to the announcement
of the Company dated 2 May 2018 and the section
headed “Contractual Arrangements in relation to Bohai
Experimental School” in this report.

Yunnan University Dianchi College (the “Dianchi
College”)

Please refer to the section headed “Events after the
Reporting Period” under “Other Information” in this report
for details.

Establishment of New Schools
Laoling Minsheng Secondary Vocational School

The Group constructed Laoling Minsheng Secondary
Vocational School in Laoling, Dezhou, Shandong Province,
the PRC on 20 September 2016 with a proposed investment
amount of RMB200.0 million, and the construction work
has been in process, and the approval procedure has not
been completed, therefore student enrollment cannot be
commenced by September 2018 (Note).

Note: After the date of this report, with the support of the local
government, the approval procedure has been completed and
more than 200 students have been enrolled.
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MANAGEMENT DISCUSSION AND ANALYSIS (Continued)
EEBR RO (E)

Laoling Senior High School Affiliated with Minsheng
Education Group (the “Minsheng Laoling High School”)

On 12 February 2018, Jierui (a consolidated affiliated
entity of the Company) entered into an agreement and
a supplemental agreement (collectively, the “Laoling
Agreements”) with the People’'s Government of Laoling
(the “Laoling Government”) in relation to the proposed
establishment of a high school offering grade 10 to grade
12 secondary education programs in Laoling, Dezhou,
Shandong, the PRC, namely Minsheng Laoling High
School.

Pursuant to the Laoling Agreements, the total investment
amount for the establishment of the Minsheng Laoling
High School is budgeted to be approximately RMB200.0
million. The Minsheng Laoling High School will be
established as an all-day high school with 60 classes for
a total of approximately 3,000 students with appropriate
facilities, and set up in accordance with the standards for
standardized schools in Shandong province. The school
has already started student enrollment, approximately
more than 400 students are anticipated to enroll for the
first batch in September 2018.

The establishment of the Minsheng Laoling High School
represents the Group’s first step in expanding the scope
of its businesses into the high school market in the
PRC. With the support of the Laoling Government, the
proposed establishment of the Minsheng Laoling High
School represents an excellent opportunity to enter into
the high school segment of the market in which the Group
can acquire the know-how and experience in operating
high schools. Having a high school segment will create
synergies with the Group’s tertiary education institutions
in the long run in terms of branding, student referral
opportunities and other aspects of the Group’s education
business, and the entry into the high school segment of
the education market in the PRC will provide a new source
of growth for the Group.
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MANAGEMENT DISCUSSION AND ANALYSIS (Continued)

Hebei University of Technology City College (the “City
College”)

Please refer to the section headed “Events after the
Reporting Period” under “Other Information” in this report
for details.

Our Investments in Overseas Schools

In addition to our schools in the PRC, we have invested
in Top Education Group Ltd. (“Top Education”), a private
higher education provider in Australia offering accredited
undergraduate and postgraduate award courses in business
and law which was listed on the main board of the Stock
Exchange on 11 May 2018.

On 21 April 2018, Minsheng Education Development Company
Limited, a direct wholly-owned subsidiary of the Company,
entered into a cornerstone investment agreement with Top
Education to subscribe for 209,000,000 ordinary shares at the
final offer price, which will represent (i) approximately 8.32%
(Note) of the total number of issued shares of Top Education
immediately upon completion of its global offering, assuming
the over-allotment option is not exercised, or (ii) approximately
8.01% (Note) of the total issued shares of Top Education
immediately upon completion of its global offering, assuming
the over-allotment option is exercised in full.

Note: Without taking into account the shares of Top Education that may

be issued upon the vesting of the performance rights granted
under its pre-IPO performance rights plan and any shares of Top
Education that may be issued upon the exercise of any options
granted under its share option scheme.

The Group also invested in Beacon International College PTE.
LTD. (“Beacon International College”) in Singapore and Hong
Kong Nang Yan College of Higher Education Limited (*Hong
Kong Nang Yan College”) in Hong Kong.

As at 30 June 2018, we directly owned approximately 8.07%
equity interest in Top Education, 25.6% equity interest in
Beacon International College, and were one of the two
members of Hong Kong Nang Yan College, which is a
company limited by guarantee established under the laws of
Hong Kong.
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MANAGEMENT DISCUSSION AND ANALYSIS (Continued)

EEE S m RO (#)

Number of Enrolled Students

Thanks to our brand management and quality education 18z

Rt

b
g

RELEAEH

IR ERE M ATIRENELEHERIEZ -

%

programmes delivered, the number of students in our schools F It 2R 24 A HAIFEL s - 12018
has reached a record high of 43,344 students as at 30 6H300 #43,344% 2 £ (201746 A30
June 2018 (30 June 2017: 32,515 students). We believe our H : 3251584 ) « H IS + B8
continuous effort in maintaining and improving the schools’ $h##F RIEFTEREE - Bl T % B R
reputation can attract more potential students to join our E4 AGERMIERK o

schools.
Number of Enrolled Students
as at 30 June
ABEE AY
M6H30H
Schools BR m 2017
Chongging College of Humanities, Science =& A X EHY &
and Technology 19,481 18,654
Pass College of Chongging Technology EERTIERAZIRNER
and Business University 10,447 9,896
Chongging Vocational College of EREARMBESR
Applied Technology 2,857 2,347
Inner Mongolia Fengzhou Vocational AR LN FEZE
College (Qingcheng Branch) (FH o) 2,267 1,618
Chongging Electronic Information EREERESR
College 5,791 -
Shouguang Bohai Experimental School SEHHEEBER 2,501 -
Total HET 43,344 32,515

14 Minsheng Education Group Company Limited RAEZHBEHBIRE A A
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MANAGEMENT DISCUSSION AND ANALYSIS (Continued)

Operational Update on the Group’s Business

1.

Our number of teachers reached 1,639 as at 30 June
2018, increased by 49.8% as compared to the same
period of last year;

The Group and its schools have recruited more
experienced, strong and young personnel to take up
duties in including the positions of investment, business
development, investor relations, teaching, administration,
logistics and others;

Pass College of Chongqging Technology and Business
University and Chongging Vocational College of Applied
Technology have launched well-structured promotion
mechanism to encourage better performance from mid-
level management staff; and

The Group has further improved both the teaching conditions
and the education environment in the first half of 2018, for
instance, (1) Chongqging College of Humanities, Science
and Technology completed the campus landscape
planning and design, and in July 2018, certain landscape
projects were commenced, (2) the construction plan on
the newly acquired land of Pass College of Chongqging
Technology and Business University has been approved
by the government, and (3) the new campus of Laoling
Minsheng Secondary Vocational School has commenced
its construction and will be expected to complete in
September 2018.

Revenue contribution of the Group is mainly from tuition
fees and boarding fees, which are generally received
prior to the beginning of each academic year. Revenue
is realised after the price was fixed or determinable, and
services were provided.

Other income and gains are mainly investment income
from short-term investments measured at amortised cost,
other interest income and government grants.
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MANAGEMENT DISCUSSION AND ANALYSIS (Continued)
ERESHRDH (#)

Total income
Six months ended 30 June
B
HZ6A30A L <fEA
Percentage
2018 2017 Change Change
2 b EER g
RMB’000 RMB’000 RMB’000
ISR ARETT ARETFR
(CLEUGHCL)E (Unaudited)
Tuition fees 28 (REER) (G
Chongaqing College of Humanities, =~ =& AXEHREkR
Science and Technology 157,951 147,239 +10,712 +7.3%
Pass College of Chongaing ERETHAZRNZNR
Technology and Business
University 80,104 71,551 +8,553 +12.0%
Chongaqing Vocational College of BRI XSk
Applied Technology 14,103 9,216 +4,887 +53.0%
Inner Mongolia Fengzhou Vocational A5 & LB 220
College (Qingcheng Branch) (FHA) 8,460 8,206 +254 +3.1%
Chongging Electronic Information EEERERESER
College 28,682 - +28,682  N/A NEH
Shouguang Bohai Experimental SHDEERBER
School 2,130 - +2,130 N/A NEA
Total tuition fees HEg 291,430 236,212 +55,218 +23.4%
Boarding fees FEE 24,823 18,415 +6,408 +34.8%
Other income and gains BB AR K 44,924 67,741 22817 -33.7%
Total @st 361,177 322,368 +38,809 +12.0%
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Outlook

MANAGEMENT DISCUSSION AND ANALYSIS (Continued)

To expand the Group’s higher education school network
and increase number of student through:

1.

mergers and acquisitions of:

independent ordinary higher education institutions;

independent colleges with preliminary conditions to be
converted to independent ordinary higher education
institutions;

higher vocational (junior) colleges with preliminary
conditions to be upgraded to independent ordinary
higher education institutions; and

specialized secondary colleges, such as colleges
having medical, arts-specialised and aviation
specialised majors.

internal growth by:

increasing the student enrollment quota. For example,
in 2018, junior college to bachelor programs of
Chongqging College of Humanities, Science and
Technology’s increased new student enrollment quota
on the basis of the original plan;

adding new programmes to attract more students.
In July 2017, the MOE approved Pass College of
Chongging Technology and Business University for
the first time to hold higher education continuing
education, with three junior college majors approved,
namely the securities and futures, accounting and
marketing in relation to higher education continuing
education, and available in 2017 academic year;

AKEE
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MANAGEMENT DISCUSSION AND ANALYSIS (Continued)
EEBR RO (E)

iii. providing more professional training programs in
education. For instance, Chongqging College of
Humanities, Science and Technology started the
second phase of the teacher qualification certificate
training class and will expand to several thousands of
teaching school students. There were 1,826 students
enrolled as of 30 June 2018;

iv. raising the tuition fees appropriately. In 2018, we have
increased tuition fees for certain majors in our schools,
while the four schools in Chongqing have plans to
raise student accommodation fees; and

v. diversifying the service items provided. In the first half
of 2018, certain schools of the Group have increased
logistics service items.

To expand the scope of business into the high school

market in the PRC through:

1. the establishment of high schools; and

2. mergers and acquisitions of reputable and quality high
schools.

To extend school network internationally

1. set up a marketing department and an international college
in each school to carry out a variety of cooperation models
in operating schools such as 2 + 2 and 3 + 1 programs;
and

2. cooperate with international renowned universities to carry
out online programmes.

Minsheng Education Group Company Limited REHBEEFFR A 7
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MANAGEMENT DISCUSSION AND ANALYSIS (Continued)

To develop intelligence campuses

1. gradually provide more classes through internet. Affiliated
schools of the Group have developed and used 28 network
courses, and are already in use by several thousands
of students, number of online courses is expected to
gradually expand; and

2. implement information management and services in the
Group and campuses.

To improve centralised management

1. share quality courses among different schools in the
Group;

2. share high quality teachers; and

3. share logistics supply, including the implementation of
a unified tender and procurement for large amounts
procurement, building construction, and strengthening
management among the Group and its schools.

FINANCIAL REVIEW
Revenue

Revenue represents the value of services rendered during
the reporting period. The Group derives revenue primarily
from tuition fees and boarding fees our schools collect from
students.

The revenue of the Group increased by approximately 24.2%
from approximately RMB254.6 million for the six months ended
30 June 2017 to approximately RMB316.3 million for the six
months ended 30 June 2018. This increase was primarily due
to the increase of the Group’s student enrollment and average
tuition fees.
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MANAGEMENT DISCUSSION AND ANALYSIS (Continued)
EEBR RO (E)

Cost of Sales

Cost of sales consists primarily of staff costs, depreciation and
amortization, cost of cooperative education, utilities, cost of
repairs, office expenses, student study and practice fees and
other costs.

The cost of sales for the six months ended 30 June 2018
increased by approximately RMB39.2 million, or approximately
44.3% to approximately RMB127.7 million from approximately
RMB88.5 million for the six months ended 30 June 2017,
primarily due to (i) an increase in staff costs by approximately
34.9% from approximately RMB47.6 million for the six months
ended 30 June 2017 to approximately RMB64.2 million for
the six months ended 30 June 2018; and (ii) an increase in
depreciation and amortization expenses from approximately
RMB16.6 million for the six months ended 30 June 2017 to
RMB32.5 million for the six months ended 30 June 2018,
mainly due to newly acquired equipment to support the
growth of our schools; and (iii) an increase in cost of repairs
by approximately RMB3.4 million, mainly due to repair and
maintenance on buildings and student facilities of our schools.

Gross Profit

The gross profit increased by approximately RMB22.4 million,
or approximately 13.5% from approximately RMB166.1 million
for the six months ended 30 June 2017 to approximately
RMB188.5 million for the six months ended 30 June 2018, and
gross profit margin decreased from approximately 65.2% for
the six months ended 30 June 2017 to approximately 59.6% for
the six months ended 30 June 2018, mainly due to the increase
in staff costs and depreciation and amortization expenses as
mentioned in cost of sales above.
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MANAGEMENT DISCUSSION AND ANALYSIS (Continued)

Other Income and Gains

Other income and gains consists primarily of government
grants, investment income, other interest income and net rental
income.

Other income and gains decreased by approximately 33.7%
from approximately RMB67.7 million for the six months ended
30 June 2017 to approximately RMB44.9 million for the six
months ended 30 June 2018. This decrease was primarily
due to (i) our decreased utilization of grants by the local
government in Chongging for daily expenses, resulting in the
transfer of government subsidies from deferred income to profit
or loss; and (ii) partially offset by an increase in interest income
from bank deposits attributable to unutilized listing proceeds.

Selling and Distribution Expenses

Selling and distribution expenses consist primarily of salaries
and other benefits for our staff who are in charge of student
recruitment and advertising, advertising expenses and student
recruitment expenses.

Selling and distribution expenses increase significantly from
approximately RMB2.8 million for the six months ended 30 June
2017 to approximately RMB6.5 million for the six months ended
30 June 2018 as the Group took more efforts on advertising
and student recruitment in April and May 2018.

Administrative Expenses

Administrative expenses primarily consist of the salaries and
other benefits for general and administrative staff, office-related
expenses, depreciation of office buildings and equipment,
environment and health expenses, travel and transportation
expenses and rental expenses.

Administrative expenses remained steady at approximately
RMB55.0 million for the six months ended 30 June 2018,
primarily due to the absence of listing expenses in 2018.
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MANAGEMENT DISCUSSION AND ANALYSIS (Continued)
EEE S m RO (#)

Other Expenses, Net

Other expenses consist primarily of expenses relating to
donations made to third-party educational and other institutions,
loss on disposal of property, plant and equipment and net
exchange loss.

Other expenses, net decreased substantially from
approximately RMB10.7 million for the six months ended 30
June 2017 to approximately RMB3.4 million for the six months
ended 30 June 2018. This decrease was primarily attributable
to a significant decrease in net foreign currency exchange loss
for the six months ended 30 June 2018, because our overseas
subsidiaries borrowed funds from our PRC subsidiaries which
resulted in large amounts of United States dollar (“US$")
denominated funds and the depreciation of Renminbi (“RMB”)
against US$.

Finance Costs

Finance costs mainly represent interest on loans we borrowed
from the bank. Finance costs increased from approximately
RMBO0.6 million for the six months ended 30 June 2017 to
approximately RMB2.4 million for the six months ended 30
June 2018, mainly due to the loans borrowed for the operation
of Chongqging Electronic.

Profit for the Period

As a result of the above factors, profit for the period of the
Group increased by 37.2% from approximately RMB161.1
million for the six months ended 30 June 2017 to approximately
RMB221.0 million for the six months ended 30 June 2018.

Minsheng Education Group Company Limited REHBEEFFR A 7

AP FHE

Hibfx T EREEMAE=THE kAt
BRBEZOFAX HEWE  BELREES
BRELERFE -

H b B 5 RE R 8L 220176 A30H L7~
BEAHNARBI0OTEETABTITREHE
2018F6A30H L NEARHARKIAEE
T EEZBRREMIREING B A BIREM P
BB AREREEREAEZT(ER])
FHMEMRIE - MARKE (I ARE ) EETE
B - £HZE2018F6A30H (L7~ @ A RSN
KIE W B EF AR D -

A&
BEKAEERRMEBRITEANERZF
B o REKAREZE2017F6 8308 1E/NE
ABHARRC.6EBITEMERE2018%F
6HA30RIENEAMHNARK248E T -
FTERRREEEEEEMEERE -

R a7

R LAz AEEPHEEMNBEE
201796 A30H I XA AR KA REE161.1

BETEINB7.2% = E =2018F6 A30H 1
NEARYARE221.088 T °



MANAGEMENT DISCUSSION AND ANALYSIS (Continued)

Core Net Profit

The Group defines its core net profit as its profit for the
period after adjusting for those items which are not indicative
of the Group’s operating performances (as presented in
the table below). This is not an IFRSs measure. The Group
has presented this item because the Group considers it an
important supplemental measure of the Group’s operational
performance used by the Group’s management as well as
analysts or investors. The following table shows profit and
adjusted net profit of the Group for the periods presented
below:
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Six months ended 30 June

HZ6H30H 1518 A
2018 2017
RMB’000 RMB’000
AR¥TR ARETTT
(Unaudited) (Unaudited)
(REER) (RE&EZ)
Profit for the period HARE R 220,992 161,063

Add: pilIE

Listing-related expenses FARRER X - 15,463
Unrealised exchange loss REIRE K E518 1,283 9,096
Share option expenses MBI 2 4,948 -
Core net profit B el 227,223 185,622

Core net profit for the six months ended 30 June 2018
increased by approximately RMB41.6 million or 22.4% as
compared with the corresponding period in 2017. Core net
profit margin decreased from 72.9% for the six months ended
30 June 2017 to 71.8% for the six months ended 30 June 2018.
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MANAGEMENT DISCUSSION AND ANALYSIS (Continued)
EEBR RO (E)

FINANCIAL AND LIQUIDITY POSITION

Net Current Assets

As at 30 June 2018, the Group had net current assets of
approximately RMB1,605.6 million, which primarily consisted
of short-term investments measured at fair value through profit
or loss, short-term investments measured at amortised cost
and cash and bank balances. The current assets as at 30
June 2018 decreased to approximately RMB2,025.9 million
from approximately RMB2,459.9 million as at 31 December
2017. The decrease in current assets primarily reflected
(i) a decrease in cash and bank balances, which decreased
from approximately RMB1,716.3 million as at 31 December
2017 to approximately RMB1,321.6 million as at 30 June
2018, mainly due to (a) an equity investment at fair value
through profit or loss purchased with a cost of approximately
RMB56.4 million, (b) the repayment of the bank loans and
other borrowings of approximately RMB115.4 million in the
first half of the year 2018 and the payment of RMB64 million
to acquire Shiji Kuangao and Bohai Experimental School; (ii)
decrease of approximately RMB174.9 million in short-term
investments measured at fair value through profit or loss from
approximately RMB466.3 million as at 31 December 2017 to
approximately RMB291.5 million as at 30 June 2018; and (iii)
an increase in short-term investments measured at amortised
cost, which increase from approximately RMB243.4 million
as at 31 December 2017 to approximately RMB339.4 million
as at 30 June 2018, as we made more investments in wealth
management products with guaranteed returns. The current
liabilities decreased from approximately RMB773.8 million as
at 31 December 2017 to approximately RMB420.3 million as at
30 June 2018, mainly reflecting (i) a decrease of approximately
RMB305.2 million in deferred revenue as the tuition fee have
been recognized in profit or loss for the 2017-2018 school year
as at 30 June 2018; (ii) a decrease of approximately RMB115.4
million of bank loans and other borrowings; and (iii) partially
offset by an increase of approximately RMB65.7 million in other
payables and accruals mainly due to the increase of payables
for equity arisen from business combination.
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MANAGEMENT DISCUSSION AND ANALYSIS (Continued)

Indebtedness

The Group’s interest-bearing bank and other borrowings
primarily consisted of short-term working capital loans and
long-term project loans for the continuous development of our
school buildings and facilities.

The Group primarily borrows loans from banks and others to
supplement our working capital and finance our expenditure.
The bank loans and other borrowings amounted to RMB58.8
million as at 30 June 2018, all dominated in Renminbi. As at 30
June 2018, our bank loans and other borrowings bore effective
interest rates ranging from 1.2% to 24.0% per annum.

The Group’s objective is to maintain a balance between
continuity of funding and flexibility through the use of internally
generated cash flows from operations and other borrowings.
The Group regularly reviews its major funding positions to
ensure that it has adequate financial resources in meeting its
financial obligations.

Contingent Liabilities

As at 30 June 2018, the Group did not have any material
contingent liabilities, guarantees or any litigations or claims
of material importance, pending or threatened against any
member of the Group (year ended 31 December 2017: nil).

Pledge of Assets

As at 30 June 2018, certain of the Group’s buildings and land
with a net carrying amount of approximately RMB281.6 million
(year ended 31 December 2017: approximately RMB284.4
million) were pledged to secure bank loans and other
borrowings.

Foreign Exchange Exposure

The majority of the Group’s revenue and expenditures are
denominated in RMB. As at 30 June 2018, certain bank
balances were denominated in US$ and Hong Kong dollar
(“HK$”). The Group currently does not have any foreign
currency hedging policies. The management will continue
to monitor the Group’s foreign exchange risk exposure and
consider adopting prudent measures as appropriate.
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MANAGEMENT DISCUSSION AND ANALYSIS (Continued)
EEE S m RO (#)

Gearing Ratio

The gearing ratio decreased to 1.7% as at 30 June 2018 from
approximately 5.5% as at 31 December 2017, primarily due to
the Group had repaid considerable amount of bank loans and
other borrowings during the period.

The Company’s gearing ratio is calculated as total interest-
bearing and other borrowings divided by total equity as of the
end of the relevant period.

Employment, Training and Development

As at 30 June 2018, the Group had a total of 2,875 employees.
The total employee benefit expense (excluding directors’
remuneration) for the six months ended 30 June 2018
amounted to approximately RMB79.6 million. Employees of
the Group are remunerated based on their performance,
experience and prevailing industry practices, with all
compensation policies and packages reviewed on a regular
basis. As required by PRC laws and regulations, we participate
in various employee social security plans for our employees
that are administered by local governments, including housing
provident fund, pension, medical, maternity insurance, work-
related injury insurance and unemployment insurance.

The Directors and senior management may also receive options
to be granted under the share option scheme adopted by the
Company on 2 March 2017. The purpose of the said scheme is
to give the eligible persons an opportunity to have a personal
stake in the Company and help motivate them to optimize
their future contributions to the Group and/or to reward them
for their past contributions, to attract and retain or otherwise
maintain on-going relationships with such eligible persons
who are significant to and/or whose contributions are or will
be beneficial to the performance, growth or success of the
Group. In addition, the Group provides comprehensive training
programs to its existing and newly recruited employees and/or
sponsors the employees to attend various job-related training
courses.

FUTURE PLANS FOR MATERIAL INVESTMENTS AND
CAPITAL ASSETS

Save as disclosed in this report, the Group did not have other
plans for material investments and capital assets.

Minsheng Education Group Company Limited REHBEEFFR A 7

BXEEE

R2018F6H30H * B A & & X H2017F
12A31H45.5% TBEE1.7% » TEHRAK
EEERHREEASERITERLEME

e
DA °

ARRIMEABBERT BB E AR RN
SRR EME KRR A ERAEMS -

&g~ 155 R 27

K2018F6 H30H * NEE# A A 12,875
#EE - HE2018F6A30R IENEAKE
BRAMATEB(EETMEBRIN BOAR
¥79.6B 8T - AEEE B/ EH D ERE
EMRE - KR ERTITEESMETE - I
SEHRNAEFMMBR RAE - TPBRE
RELEERERNRERKMNEE 2 EAR
EWHNEENSIEESTRETE - H
FEEFEAES  RRke BE - £FR
%~ TSR R R -

EEREREEENAIREBEARRRNK2017
FIACHHEMA BT B ES B -
ZAE B ERA B ATIRERARRESE
BARENKE - WHEEFRABRBER
SEAMELNER - &SR ESBENE
R4 T H2E) - LATR S| K ¥ B8 sl A Efth 7 = 4
BRFHAEAEBRMNES  EBRIKNME
TDEBEZR SEEEBBEFNRSEEFRE
EBEMEE BRIKNZEEBALHNE
TERRMR o AN - AEBAHB A RIERAK
REREZAEIE REPRERELMEE
HT (e ARIEIIRE -

EXAREREFEE 2 RRKTE

BRNAREMEES  ARERELMER
RENEREEZAE -



OTHER INFORMATION

HingER

EVENTS AFTER THE REPORTING PERIOD

Acquisition of 51% issued share capital of Leed International
Education Group Inc. (“Leed International”)

On 20 August 2018, Minsheng Vocational Education Company
Limited (“Minsheng Vocational”) (as the purchaser), a wholly-
owned subsidiary of the Company, and Leed Education
Holding Limited, National Education Holding Limited and Hyde
Education Holding Limited (collectively as the “Vendors”)
entered into a share purchase agreement (the “Share
Purchase Agreement”’) between the Vendors and Minsheng
Vocational in relation to the acquisition of 51% of the issued
share capital of Leed International Education Group Inc.
(“Leed International”) (the “Acquisition”), pursuant to which
Minsheng Vocational conditionally agreed to acquire from
the Vendors, and the Vendors conditionally agreed to sell,
22,886,250 shares in the capital of Leed International at the
consideration of RMB582.5 million equivalent USD payable by
Mincheng Vocational for the Acquisition. The consideration shall
be paid by three instalments. In addition to the Consideration,
pursuant to the terms of the Share Purchase Agreement,
Minsheng Vocational shall be responsible to repay on behalf of
Leed International Education Group (China) Limited a debt in
the principal amount of the USD equivalent of RMB231 million
to China Education Holdings Limited within the thirty (30) days
after completion of payment of the Consideration.

On the same date subsequent to the execution of the Share
Purchase Agreement, Minsheng Vocational paid the first
instalment as a deposit, and the entrustment arrangement in
relation to Dianchi College has commenced in accordance with
the terms of the Share Purchase Agreement and the relevant
management agreement.

Leed International indirectly owns the sponsorship interests of
Dianchi College, Dianchi College is a private higher education
institution (an independent college) offering undergraduate
courses in Kunming, Yunnan Province, China. In the 2017-
2018 school year, there were approximately 18,470 students in
Dianchi College. As of the date of this report, Dianchi College
has admitted about 6,000 new students and is expected to
reach approximately 19,200 students in the 2018-2019 school
year. The tuition fee for the Dianchi College for the 2018-2019
school year is approximately RMB16,000 to RMB24,500 (the
tuition fee depends on the major).
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OTHER INFORMATION (Continued)
RAER (8)

According to the Notice of the Yunnan Provincial Department
of Education on the 13th Five-Year Plan for the Development
of Ordinary Higher Education Scales issued by the Yunnan
Provincial Department of Education on 13 January 2017,
the Yunnan Provincial Department of Education gave the
Dianchi College “General Higher Education 2020”. The annual
development goal of the scale has reached 28,000 students.

For details of the Acquisition, please refer to the announcement
of the Company dated 21 August 2018.

Entering into agreement in relation to the cooperation of
sponsoring the City College

On 9 July 2018, the Company entered into a framework
agreement (the “Framework Agreement”) with the Zhangjiakou
Municipal People’'s Government (38X AT ARBM) (the
“‘Zhangjiakou Government”) and Hebei University of
Technology (14t T ¥ X 2) (“Hebei University of Technology”,
together with the Zhangjiakou Government, the “Parties”)
in relation to the proposed cooperation (the “Proposed
Cooperation”) regarding the operation of the City College.
Pursuant to the Framework Agreement, with the support of
Zhangjiakou Government, Hebei University of Technology and
the Company will co-operate the City College in Zhangjiakou
City of Hebei Province. By taking advantage of the respective
strengths, the Parties strive to make the City College the best
private undergraduate college in Hebei Province and the
application-oriented training base for talents in Hebei Province
before the 2022 Winter Olympic Games, with around 10,000
undergraduate and junior college students in total. Please refer
to the announcement of the Company dated 9 July 2018 for
details.
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On 22 August 2018, Chongging Yuecheng Zhiyuan Education
Technology Co., Ltd.” (EEMNBERABHFHAERAA), a
consolidated affiliated entity of the Company, entered into (i)
a cooperation agreement with Hebei University of Technology
in relation to the cooperation of sponsoring the City College;
and (ii) a framework agreement with Hebei University of
Technology in relation to the conversion of the City College
into an independently organised private undergraduate higher
education institution. On 23 August 2018, Chongqging Yuecheng
entered into an agreement with the Zhangjiakou Government
and Zhangjiakou Economic Development Zone Management
Committee* (RXAOKEREZEEEELZEE) in relation the
cooperation of construction and development of City College.
For details, please refer to the announcement of the Company
dated 24 August 2018.

INTERIM DIVIDEND

The Board does not recommend an interim dividend in respect
of the six months ended 30 June 2018.

PURCHASE, SALES OR REDEMPTION OF LISTED
SECURITIES OF THE COMPANY

Neither the Company, nor any of its subsidiaries, purchased,
redeemed or sold any listed securities of the Company during
the six months ended 30 June 2018.
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OTHER INFORMATION (Continued)
RtnER (8)

USE OF NET PROCEEDS FROM LISTING

Net proceeds from the shares of the Company being listed on

EHFBRERERR
RATRMDN20175F3 22 B EHETFr £

the Stock Exchange on 22 March 2017 (including the over- RS IEFER(BIEBEERSIMN REME

allotment option and after deducting underwriting fee and
relevant expenses) amounted to approximately HK$1,374.7
million. As at 30 June 2018, a total amount of HK$230.0
million out of the net proceeds had been used by the Group

according to the allocation set out in the Prospectus.

The following sets forth a summary of the utilisation of the net

proceeds:

Percentage to

Purpose

total amount

itk ERESERI

Acquiring additional existing schools
in the PRC and overseas

WEE B MBI IR 2R

Establishing new schools or expanding
the existing schools we own or
operate

AT 2R BT BRI R S W
BEBR

Repaying a term loan from a third-
party financial institution

EEAE=FTREEBRENHTHER

Financing working capital and general
corporate use

REBEER R —RATIAERHTES

55.0%

21.2%

14.8%

9.0%

BIEHBERAMEBERAXE) BH1,3747TEES
JC ° 201846 A30H © FIERIBFEH A
#2300 BB TEBASEREBRER
Fr# D BE T UABA o

TRESIFAERIEFRACAYE

Utilised
amount at
30 June
2018
120184
6H30H
EEHAEE
HKD

BT
(million)
(B&T)

Unutilised
amount at
30 June
2018
720184
6H30H
HAEBAEE
HKD

BT
(million)

(B&RT)

Net proceeds

Frig IR F
HKD

BT
(million)

(&)

756.1 31.3 724.8

291.4 - 291.4

203.5 162.0 41.5

123.7 36.7 87.0

Total
st

100.0%

1,374.7 230.0 1,144.7
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STRUCTURED CONTRACTS IN RELATION TO WONDER
UNIVERSITY AND CHONGQING ELECTRONIC

A.

Background and overview

We currently hold our interest in our consolidated affiliated
entities, namely, Wonder University and Chongqging
Electronic (collectively, “PRC Operating Schools”) in
the PRC through a series of contracts (the “Structured
Contracts”) as PRC laws and regulations generally
restrict foreign ownership in the private education industry
in the PRC. PRC laws and regulations currently restrict
the operation of higher education institutions to Sino-
foreign cooperation ownership, in addition to imposing
qualification requirements on the foreign owners. We do
not hold any equity interest in our PRC Operating Schools.
The Structured Contracts, through which we obtain control
over and derive the economic benefits from our PRC
Operating Schools, have been narrowly tailored to achieve
our business purpose and minimize the potential conflict
with relevant PRC laws and regulations.

In order to comply with the PRC laws and regulations
as set out above while availing ourselves of international
capital markets and maintaining effective control over
all of our operations, on 27 September 2017, our wholly-
owned subsidiary, Chongging Ruibo Mincheng Education
Technology Co. Ltd. (“Chongqing Ruibo”) entered
into various agreements that constitute the Structured
Contracts with, among others, our PRC Operating
Schools and Chongging Yuecheng Zhiyuan Education
Technology Co., Ltd (“Chongging Yuecheng” or the
“School Sponsor’ and together with the PRC Operating
Schools, the “PRC Operating Entities”), under which all
economic benefits arising from the business of our PRC
Operating Schools and the School Sponsor are transferred
to Chongqging Ruibo to the extent permitted under the
PRC laws and regulations by means of service fees
payable by our PRC Operating Schools and our School
Sponsor to Chongging Ruibo. Although the registered
shareholders are not consolidated as part of our Group,
they are parties to certain agreements which constitute
the Structured Contracts to ensure that the shareholders’
rights of Chongging Yuecheng are actually controlled by
Chongging Ruibo.
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OTHER INFORMATION (Continued)

HiBER (&)
The following simplified diagram illustrates the flow of AT B HEARERIES R ERPE
economic benefits from the PRC Operating Entities to the EEEREASENLCENZR

Group stipulated under the Structured Contracts:
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the consolidated financial results of our PRC Operating REMBREDHALREEES -

Schools, which engage in higher education service, are
consolidated to those of our Group.
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B. Summary of the Material Terms of the Structured
Contracts

The major provisions of the Structured Contracts are
summarized as follows:

(1) Exclusive Business Cooperation Agreement A

Pursuant to the exclusive business cooperation
agreement entered into between Chongging Ruibo
and Chongqging Yuecheng (the “Exclusive Business
Cooperation Agreement A”), Chongqging Ruibo
agreed to provide exclusive technical services to
Chongging Yuecheng, including but not limited
to, technical services, network support, business
consulting, market consulting, system maintenance
and other services necessary for the business of or
as required by Chongqging Yuecheng and allowed
under the PRC law. Under the Exclusive Business
Cooperation Agreement A, Chongging Ruibo is entitled
to charge Chongging Yuecheng each financial year for
a service fee equals to all the amount of its net profit
(after deducting all costs, expenses, taxes, losses
from the previous year (if required by the law) and the
statutory provident fund as required by law) for the
corresponding period. Chongging Ruibo has the right
(but not the obligation) to adjust the amount of such
service fee by reference to, among others, the actual
services provided and the actual business operations
and needs of Chongaqing Yuecheng, provided that any
adjusted amount shall not cause any difficulties for the
operation of both of Chongging Ruibo and Chongging
Yuecheng.

B.

OTHER INFORMATION (Continued)
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OTHER INFORMATION (Continued)
RAER (8)

(2) Equity Pledge Agreements A

Pursuant to the equity pledge agreement entered
into by and among Chongging Ruibo, Chongging
Yugangao Corporate Management Consultancy
Co., Ltd (“Chongqing Yugangao”) and Chongging
Yuecheng (the “Equity Pledge Agreement Al"),
Chongging Yugangao agreed to pledge and grant the
first priority security interests over the entire equity
interest of Chongging Yuecheng owned by Chongging
Yugangao together with all related rights thereto
to Chongqging Ruibo as security for performance
of the Structured Contracts and all direct, indirect,
consequential damages and foreseeable loss of
interest incurred by Chongging Ruibo as a result
of enforcement of the obligations of Chongging
Yugangao and Chongqging Yuecheng under the
Structured Contracts until all such obligations are
discharged to the satisfaction of Chongqging Ruibo.

In addition, pursuant to the equity pledge agreement
entered into by and among Chongqging Ruibo,
Chongging Yugangao, Mr. Li Xuechun (“Mr. Li")
and Mr. Cao Yong (“Mr. Cao”) (the “Equity Pledge
Agreement AIl”, together with the Equity Pledge
Agreement Al, the “Equity Pledge Agreements A’"),
Mr. Li and Mr. Cao agreed to pledge and grant the
first priority security interests over the 100% equity
interest of Chongging Yugangao owned by Mr. Li
and Mr. Cao in aggregate together with all related
rights thereto to Chongging Ruibo as security for
performance of the Structured Contracts and all direct,
indirect, consequential damages and foreseeable
loss of interest incurred by Chongging Ruibo as a
result of enforcement of the obligations of Mr. Li, Mr,
Cao and Chongging Yugangao under the Structured
Contracts until all such obligations are discharged to
the satisfaction of Chongaging Ruibo.
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(3) Exclusive Call Option Agreements A

Pursuant to the exclusive call option agreement
entered into by and among Chongqging Ruibo,
Chongging Yugangao and Chongqing Yuecheng (the
“Exclusive Call Option Agreement Al”’), Chongging
Yugangao has irrevocably and unconditionally granted
Chongging Ruibo the right to, as and when permitted
by the applicable PRC laws and regulations during the
term of the Structured Contracts, acquire all or part of
the 100% equity interest of Chongqging Yuecheng held
by Chongging Yugangao at a consideration which
is the lower of the registered capital contribution by
Chongging Yugangao to Chongging Yuecheng and
nominal consideration, or otherwise at the lowest
price permitted by the then applicable PRC laws and
regulations.

In addition, pursuant to the exclusive call option
agreement entered into by and among Chongging
Ruibo, Chongging Yugangao, Mr. Li and Mr. Cao (the
“Exclusive Call Option Agreement All”, together with
Exclusive Call Option Agreement Al, the “Exclusive
Call Option Agreements A”), Mr. Li and Mr. Cao have
irrevocably and unconditionally granted Chongging
Ruibo the right to, as and when permitted by the
applicable PRC laws and regulations during the term
of the Structured Contracts, acquire all or part of the
100% equity interest of Chongaging Yugangao together
held by Mr. Li and Mr. Cao for the lower of the
registered capital contribution by Mr. Li and Mr. Cao
to Chongqging Yugangao and nominal consideration,
or otherwise at the lowest price permitted by the then
applicable PRC laws and regulations. In addition,
pursuant to the Exclusive Call Option Agreement All,
Mr. Li and Mr. Cao have irrevocably undertaken that,
subject to the PRC laws and regulations, they will
return to the Company any consideration they receive
in the event that the Company acquires the equity
interest in Chongqging Yuecheng when unwinding the
Structured Contracts.
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(4) Shareholders’ Rights Entrustment Agreements A

and Power of Attorneys A

Shareholders’ Rights Entrustment Agreement Al and
Power of Attorney Al

Pursuant to the shareholders’ rights entrustment
agreement executed by and among Chongging Ruibo,
Chongging Yugangao and Chongging Yuecheng (the
“Shareholders’ Rights Entrustment Agreement Al”),
Chongging Yugangao executed a power of attorney in
favour of Chongging Ruibo (the “Power of Attorney
Al") pursuant to which Chongqging Yugangao has
irrevocably and unconditionally authorized Chongaing
Ruibo to, among other things:

(i) act as the agent of Chongqing Yugangao and to
make decisions which Chongging Yugangao is
entitled to make as the shareholder of Chongqging
Yuecheng on behalf of Chongging Yugangao;

(i) exercise all its rights of shareholder and voting
rights in Chongging Yuecheng as granted by
the PRC law and the articles and associations of
Chongging Yuecheng, including but not limited to
selling, transferring, pledging or otherwise dealing
in all or any of the equity interests in Chongging
Yuecheng; and

(iii) serve as the legal representative, chairman,
executive director or manager of Chongging
Yuecheng in accordance with its articles and
associations, or nominate, appoint or change
the legal representative, chairman, directors,
supervisors, chief executive officer, manager or
other management level personnel of Chongging
Yuecheng.

Chongging Ruibo is entitled to authorize any person or
entity, any directors of the Company or any successor
or liquidator of such directors to exercise the rights
which Chongging Ruibo is authorized to exercise
under the Power of Attorney Al.
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In addition, pursuant to the Shareholders’ Rights

Entrustment Agreement Al,

Chongging Yugangao

guarantees and undertakes that:

(i)

(i)

in the event it receives any asset (including
the equity interest of Chongging Yuecheng) in
relation to the liquidation, winding-up, dismissal or
termination of Chongqging Yuecheng, Chongging
Yugangao agrees to transfer at nil consideration
or at the lowest consideration as permitted by
the then applicable laws and regulations to
Chongging Ruibo such asset; and

without prior approval of Chongqging Ruibo, it
will neither, directly or indirectly, participate or
engage in any business which is or may be in
competition with the business of Chongqging
Yuecheng or its associated companies, or be
engaged by any entity which is or may be in
competition with the business of Chongqging
Yuecheng or its associated companies, or hold
any assets of such entity or hold more than 5%
interest in such entity.

Pursuant to the Shareholders’ Rights Entrustment
Agreement Al, any successor to Chongging
Yugangao shall hold the respective equity interest
in Chongqging Yuecheng subject to conditions,
requirements and obligations under the
Shareholders’ Rights Entrustment Agreement Al.
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RAER (8)

Shareholders’ Rights Entrustment Agreement All and
Power of Attorney All

Pursuant to the shareholders’ rights entrustment
agreement executed by and among Chongging
Ruibo, Mr. Li, Mr. Cao and Chongging Yugangao
(the “Shareholders’ Rights Entrustment Agreement
All”, together with the Shareholders’ Rights
Entrustment Agreement Al, the “Shareholders’ Rights
Entrustment Agreements A”), Mr. Li and Mr. Cao
executed a power of attorney in favour of Chongging
Ruibo (the “Power of Attorney All”, together with the
Power of Attorney Al, the “Power of Attorneys A”)
pursuant to which Mr. Li and Mr. Cao have irrevocably
and unconditionally authorized Chongging Ruibo to,
among other things:

(i) act as the agent of Mr. Li and Mr. Cao to convene
and attend shareholder meetings of Chongqging
Yugangao in accordance with its articles and
associations;

(i) exercise all their rights of shareholders and voting
rights in Chongqing Yugangao as granted by
the PRC law and its articles and associations,
including but not limited to selling, transferring,
pledging or otherwise dealing in all or any of the
equity interests in Chongging Yugangao; and

(iii) serve as the legal representative, chairman,
executive director or manager of Chongging
Yugangao in accordance with its articles and
associations, or nominate, appoint or change
the legal representative, chairman, directors,
supervisors, chief executive officer, manager or
other management level personnel of Chongqging
Yugangao.

Chongging Ruibo is entitled to authorize any person or
entity, any directors of the Company or any successor
or liquidator of such directors to exercise the rights
which Chongging Ruibo is authorized to exercise
under the Power of Attorney All.
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In addition, pursuant to the Shareholders’ Rights
Entrustment Agreement All, each of Mr. Li and Mr.
Cao guarantees and undertakes that:

(i) in the event he receives any asset (including
the equity interest of Chongqging Yugangao) in
relation to the liquidation, winding-up, dismissal
or termination of Chongqing Yugangao, he agrees
to transfer at nil consideration or at the lowest
consideration as permitted by the then applicable
laws and regulations to Chongqging Ruibo such
asset; and

(i) without prior approval of Chongging Ruibo, he
will neither, directly or indirectly, participate or
engage in any business which is or may be in
competition with the business of Chongqging
Yugangao or its associated companies, or be
engaged by any entity which is or may be in
competition with the business of Chongqging
Yugangao or its associated companies, or hold
any assets of such entity or hold more than 5%
interest in such entity.

Pursuant to the Shareholders’ Rights Entrustment
Agreement All, in the event of Mr. Li’s or Mr.
Cao’s death, loss of capacity, marriage, divorce or
bankruptcy or other similar events affecting Mr. Li or
Mr. Cao in exercising their respective shareholders’
rights of Chongging Yugangao, any successor to
Mr. Li or Mr. Cao shall hold the respective equity
interest in Chongging Yugangao subject to conditions,
requirements and obligations under the Shareholders’
Rights Entrustment Agreement All.
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RtnER (8)

(5) Spouse Undertakings A

Pursuant to the spouse undertakings (“Spouse
Undertakings A”) executed by Ms. Shi, the spouse of
Mr. Cao, Ms. Shi has irrevocably undertaken that:

(a)

she has full knowledge of and has consented to
the entering into of the Structured Contracts to
which Mr. Cao is a party, and in particular, the
equity interest in Chongging Yugangao owned
by Mr. Cao is not part of the common assets
of Mr. Cao and herself, she is not entitled to
any rights attached to such equity interests of
Mr. Cao in Chongging Yugangao (including the
rights arising from the Structured Contracts), she
shall not engage in any activities interfering the
performance of the Structured Contracts (including
but not limited to claiming her entitlement to the
equity interest of Chongging Yugangao owned by
Mr. Cao and any rights arising from the Structured
Contracts).

she has not, is not and shall not in the future
participate in the operation and management
in relation to Chongging Yugangao and claim
any interest in relation to the equity interest and
assets of Chongqging Yugangao.

in the event she receives all or part of the equity
interest of Chongging Yugangao for any reason,
she agrees to be a party to the Structured
Contracts and be bound by the relevant
restrictions as set out in the Structured Contracts
and perform any act and execute all necessary
documents in order to give effect to such
restrictions.

Minsheng Education Group Company Limited REHBEEFER A 7

(5) BLBAFERA
BEAZT(ELENRB)EE
R B EGEE K ([ Bl B RS RAL) -
Vakoguued MR = haipE =

(a)

e MELRBELE
EREFR - TRABEEML
B RLER BRAR
BHEENERNKETE
RERLEL B S MR
E MAIEEELLEER
AR E ISR
RBIESQPTELNEN)
A g BREVE M TS AR
BRETZTB(BRENR
RERHELELEEENEE
AR IIER T A NERE
AR PTE £ EMHER])

WAS - FEAKRKETE
SRAMEEDERNEE
MEBREREEENEL
t0 B HE O 4 5 R 40 1 AT/

fm ©

MRHREMNREZSHRHEE
BEEABREF XIS K
#-MRAEEREBMESR
W— A RXEBEEHNERTE
WAEBRGMAOR - RER
ERITEBAEZ VAT X
HAEZEREGEATRE
i



Authorization to obtain assets of Chongqing
Yuecheng

Pursuant to the Shareholders’ Rights Entrustment
Agreement Al and the Power of Attorney Al,
Chongging Ruibo has been authorized to exercise all
rights of Chongging Yugangao as the sole shareholder
of Chongging Yuecheng under applicable laws and
the articles of association of Chongqging Yuecheng,
including but not limited to the right to dividends and
right to deal with the assets of Chongging Yuecheng.
It is also the guarantee and undertaking that, in the
Shareholders’ Rights Entrustment Agreement Al, in
the event it receives any asset (including the equity
interest of Chongqging Yuecheng) in relation to the
liquidation, winding-up, dismissal or termination of
Chongging Yuecheng, Chongging Yugangao agrees
to transfer at nil consideration or at the lowest
consideration as permitted by the then applicable
laws and regulations to Chongqing Ruibo such asset.

Dispute resolution

Pursuant to the Structured Contracts, any dispute
arising from the validity, interpretation and
performance of the Structured Contracts between
the parties thereto should first be resolved through
negotiation. If the parties are unable to settle the
dispute within 30 days, any party may submit the said
dispute to the Chongqging Arbitration Commission with
a view to resolving the dispute through arbitration
in accordance with the arbitration rules thereof. The
results of the arbitration shall be final and binding on
all relevant parties. The arbitral commission shall have
the right to award remedies over the equity interest
and property interest and other assets of Chongqging
Yuecheng, injunctive relief (for the conduct of
business or to compel the transfer of assets) or order
the winding up of Chongqging Yuecheng.
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RtnER (8)

The Structured Contracts also provide that pending
formation of the arbitral tribunal or in appropriate
cases, the courts of Hong Kong, the Company’s place
of incorporation (the Cayman lIslands), Chongqging
Yuecheng's place of establishment (the PRC), the
jurisdiction where the principal assets of Chongging
Ruibo and Chongging Yuecheng are located (the
PRC) have the power to grant interim remedies in
support of the arbitration.

However, as advised by the PRC Legal Advisors
according to the PRC laws and regulations, the
arbitral tribunal normally would not grant such kind
of remedies or injunctive relief or winding up order of
such PRC operational entities as Chongging Yuecheng
under the PRC laws and regulations. For instance,
the arbitral commission has no authority to grant
such injunctive relief, nor will it be able to order the
winding up of the PRC operational entities pursuant to
existing PRC laws and regulations. In addition, interim
remedies or enforcement order granted by overseas
courts such as Hong Kong and Cayman Islands may
not be recognizable or enforceable in China.

C. Business Activities of PRC Operating Entities

The consolidated affiliated entities of the Group include
Chongging Yuecheng and Chongqging Electronic.
Chongging Yuecheng is an investment holding company.
Chongqging Electronic is a full-time higher education
institution provided junior college education.
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D. Significance and financial contributions of PRC
Operating Entities to the Group

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

Group:
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Regulatory Framework
Higher Education

According to the PRC laws and regulations, the business
of the PRC Operating Schools is a restricted business to
foreign investors at present.

The PRC Operating Schools engage in higher education
in the PRC. From April 2015, in accordance with the
Catalogue of Industries for Guiding Foreign Investment
(2015 Revision)*, higher education has been revised
from encouraged business to restricted business for
foreign investors. At present, pursuant to Catalogue of
Industries for Guiding Foreign Investment (2017 Revision)*
(the “Foreign Investment Catalogue (2017)”), higher
education is a restricted business for foreign investors
and limited to Sino-foreign cooperative operations led by
Chinese nationals. The Company is an overseas company
registered outside the PRC, which is a foreign investor;
and accordingly, if the equity interest in Chongqging
Yuecheng were owned by the Company, it would be
regarded as a foreign investor as well.

Furthermore, pursuant to the Implementation Opinions on
Encouraging and Guiding Private Fund’s Entry into the
Education Sector and Promoting Healthy Development
of Private Education* ((FARNEBAMSIEREMESTEAHKE
BEHEERPYUEEEZENEEER)) promulgated by
the Ministry of Education of the PRC on 18 June 2012
(the “Implementation Opinions”), the foreign portion of
the total investment in a Sino-foreign joint venture private
school should be below 50% (the“Foreign Ownership
Restriction”).

As advised by the PRC Legal Advisors, pursuant to
Regulations on Sino-foreign Cooperation of Educational
Institutions* ({FRINEEHFZEAI)) and its implementing
measures (the “Implementing Measures”), the foreign
investor of a Sino-foreign cooperative educational
institution shall be a foreign educational institution with
relevant qualification and the quality of education services
provided by it is relatively high (the “Qualification
Requirement”). There is no specific criteria or guidance
on the Qualification Requirement under the current PRC
laws and regulations.
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As further advised by the PRC Legal Advisors, the
principal business of the PRC Operating Schools falls
within the aforesaid industry, and the Company, as a
foreign investor investing in the business of operating
higher education in the PRC, is subject to the Qualification
Requirement. Based on its interview with the Education
Department of Anhui Province (the “Education
Department”) in September 2017, PRC Legal Advisors
was informed that: (i) the restrictions to foreign investors
as stipulated in relevant PRC laws and regulations
apply to Sino-foreign cooperative education in Anhui
Province; and (ii) no further implementation measures
or specific guidance have been promulgated under the
Regulations on Sino-foreign Cooperation of Educational
Institutions and the Implementing Measures in Anhui
which sets out the procedures and specific criteria for
the satisfaction of the Qualification Requirement. The PRC
Legal Advisors is therefore of the view that (i) there are
no specific requirements in the Implementing Measures
or specific criteria or guidance under the current PRC
laws and regulations as to how Chongging Yuecheng
can be regarded as an educational institution; and (ii) if
Chongqging Yuecheng were a subsidiary of the Group,
it would not be qualified to act as a foreign investor in
a Sino-foreign cooperative educational institution, until
the relevant specific implementation measures and/or
guidance have been promulgated to enable the Group to
attain such qualification.

Based on the above and as confirmed by the PRC Legal
Advisors, in order to achieve the business purpose of the
Company, the Structured Contracts, through which the
Group will be able to exercise full control over Chongaging
Yuecheng and consolidate the financial results of
Chongging Yuecheng into the accounts of the Group, have
been utilized to minimize the potential conflict with relevant
PRC laws and regulations.
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Risks associated with the arrangements and the actions
taken to mitigate the risks

Risks

As the primary beneficiary of Chongging Yuecheng, the
Group is exposed to the business risks and financial risks
faced by Chongging Yuecheng. There is no assurance
that Chongging Yuecheng will generate any profit which
can be paid to the Group through the Exclusive Business
Cooperation Agreement A and the Shareholders’ Rights
Entrustment Agreement Al. Any profit or loss of Chongging
Yuecheng (net of intra-group transactions) will be reflected
in the consolidated financial results of the Group. The
exercise of the Exclusive Call Option Agreement Al is
subject to applicable laws and regulations of the PRC.
There is no assurance that the acquisition of the equity
interest in Chongging Yuecheng held by Chongging
Yugangao under the Exclusive Call Option Agreement Al
will be permitted in the future, or whether such acquisition
will incur any costs and expenses to the Group in addition
to the consideration stipulated under the Exclusive Call
Option Agreement Al. Due to these limitations, the transfer
of equity interest in Chongaing Yuecheng pursuant to the
exercise of the call option under the Exclusive Call Option
Agreement Al may still be subject to substantial costs.

At the time when the Structured Contracts were entered
into, the PRC Legal Advisors advised that the execution,
delivery and performance of the Structured Contracts by
each of the parties thereto, were in compliance with (i) the
provisions under the articles of association of such party
and (i) any applicable PRC laws and regulations. However,
the interpretation and implementation of the laws and
regulations concerning the foreign investment in the PRC,
and their application to and effect on the legality, binding
effect and enforceability of contracts, are subject to the
discretion of competent PRC legislative, administrative
and judicial authorities. In particular, there is no assurance
that PRC legislative, administrative or judicial authorities
will not adopt a different or contrary interpretation or view
against view of the Company and its Legal Advisors in
respect of the legality, binding effect and enforceability
of the Structured Contracts, and may determine that the
contracts do not comply with applicable regulations.
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Further, the Structured Contracts may not provide control
over Chongging Yugangao and Chongging Yuecheng
as effective as direct ownership; Mr. Li, Mr. Cao and
Chongging Yugangao may have potential conflicts of interest
with the Company; and the Structured Contracts may be
subject to scrutiny of the tax authorities and additional tax
may be imposed on the Group.

We believe that there are limited business insurance
products available in the market, and to the best
knowledge of the Directors, no insurance products
specifically designed for protecting the risks relating to
the Structured Contracts are available in the PRC market.
Further, it is not compulsory for Chongqging Yugangao
and Chongging Yuecheng to maintain an insurance policy
to cover risks relating to the Structured Contracts under
the applicable PRC laws and regulations. Accordingly,
the Group has not purchased any insurance to cover the
above risks.

Internal control

In order to mitigate the risks associated with the Structured
Contracts, the Company has put in place effective internal
controls over Chongging Ruibo, Chongging Yuecheng and
Chongging Yugangao to safeguard its assets held through
the Structured Contracts. As a wholly-owned subsidiary
of the Company, Chonqgging Ruibo is subject to all the
internal control process and procedures applicable to the
Group.

The operations of Chongqging Yugangao and Chongging
Yuecheng are exclusively controlled by Chongging Ruibo
through the Structured Contracts and the Group has
applied its internal control processes and procedures
to Chongqging Yugangao and Chongqging Yuecheng.
In particular, pursuant to the Structured Contracts, (i)
Chongging Ruibo has the right to nominate, appoint or
terminate, the legal representatives, chairman, directors,
supervisors, chief executive officer, manager and other
senior management members of Chongging Yugangao
and Chongging Yuecheng; (ii) without the prior consent of
Chongging Ruibo, Chongging Yugangao and Chongqing
Yuecheng is not allowed to dispose of any of their
respective assets with a value of RMB1,000,000 or more.
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RAER (8)

H. Material changes

As of the date of this report, there were no material
changes in the Structured Contracts and/or the
circumstances under which the Structured Contracts were
adopted.

I.  Unwinding of the Structured Contracts

As of the date of this report, there has not been any
unwinding of any Structured Contracts, nor has there
been any failure to unwind any Structured Contracts when
the restrictions that led to the adoption of the Structured
Contracts are removed. In the event that the PRC
regulatory environment changes and all of the Qualification
Requirement, the Foreign Ownership Restriction and the
foreign control restriction are removed (and assuming
there are no other changes in the relevant PRC laws and
regulations), Chongqging Ruibo will exercise the equity
call option in full to unwind the contractual arrangements
so that the Company will be able to directly operate the
schools without using the Structured Contracts.

For details of the above Structured Contracts, please refer
to the announcement of the Company dated 27 September
2017.

CONTRACTUAL ARRANGEMENTS IN RELATION TO BOHAI
EXPERIMENTAL SCHOOL

THE CONTRACTUAL ARRANGEMENTS

On 2 May 2018, Chongging Mengzhuo Education Technology
Co, Ltd* (EE & £ # 5 Bl & & R 2 7)) (“Chongging
Mengzhuo”), an indirect wholly-owned subsidiary of the
Company, entered into a set of agreements in relation to
Shiji Kuangao, Jierui and its shareholders, Mr. Li and Mr. Li
Jiandong (“Mr. Li JD”), namely, the (a) Exclusive Business
Cooperation Agreement B, (b) Equity Pledge Agreements B, (c)
Exclusive Call Option Agreements B, (d) Shareholders’ Rights
Entrustment Agreements B; and (e) Power of Attorneys B, and
(f) Spouse Undertakings B, (as defined below) (collectively, the
“Contractual Arrangements”).
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Pursuant to the Contractual Arrangements:

(i)

(i)

(iii)

the Group is able to exercise control over Shiji Kuangao as
the school sponsor of Bohai Experimental School;

the Group has the right to govern the management of
Jierui and Shiji Kuangao;

the Group has the right to deal with the assets of Jierui
and Shiji Kuangao;

the Group has the right to acquire the entire equity interest
of Jierui and Shiji Kuangao (as and when the PRC relevant
rules and regulations allow it to do so);

the Company is able to consolidate the financial results of
Jierui, Shiji Kuangao and Bohai Experimental School into
the Group’s results from the commencement date of the
Contractual Arrangements; and

none of Jierui (as the sole shareholder of Shiji Kuangao)
and Mr. Li and Mr. Li JD (as the shareholders of Jierui)
will obtain or receive any financial or commercial benefits
from the equity interest in Jierui or Shiji Kuangao (as the
case may be) under the Contractual Arrangements despite
holding direct or indirect equity interest in Shiji Kuangao.

The following diagram illustrates the relationship among the
Company, Chongging Mengzhuo, Jierui, Shiji Kuangao, Bohai
Experimental School and the shareholders of Jierui:
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" Power of Attorney BII
REZTEBI

Mr. Li JD

FERTE

The Company |
LN 5%

Provision of
100% services under
the Exclusive Business

Cooperation Agreement B

RIEBRERA
BB ERG
Chongging M \
Mengzhuo 4
EEgs’
Service fee
ARTEE

HBENT Power of Attorney BI .

Shiji Kuangao
HEES

Bohai Experimental
School

HEERER

| )
95%

Jierui

REREBI

‘ 100% )

100% )

Note:
(1) Chongaing Mengzhuo is indirectly wholly-owned by the Company.

Reasons for use of the Contractual Arrangements

According to the PRC laws and regulations, the business of
Bohai Experimental School is a restricted business to foreign
investors at present.
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Bohai Experimental School engages in high school education
in the PRC. From March 2002, in accordance with the
Catalogue of Industries for Guiding Foreign Investment (2002
Revision), high school education has been revised as restricted
business for foreign investors. At present, pursuant to the
Foreign Investment Catalogue (2017), high school education
is a restricted business for foreign investors and limited to
Sino-foreign cooperative operations led by Chinese nationals.
The Company is an overseas company registered outside the
PRC, which is a foreign investor; and accordingly, if the equity
interest in Shiji Kuangao was owned by the Company, it would
be regarded as a foreign investor as well.

Furthermore, pursuant to the Implementation Opinions, the
foreign portion of the total investment in a Sino-foreign joint
venture private school is subject to the Foreign Ownership
Restriction.

As advised by the PRC Legal Advisors, pursuant to
Implementing Measures, the foreign investor of a Sino-foreign
cooperative educational institution is subject to the Qualification
Requirement. There is no specific criteria or guidance on the
Qualification Requirement under the current PRC laws and
regulations.
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As further advised by the PRC Legal Advisors, the principal
business of Bohai Experimental School falls within the aforesaid
industry, and the Company, as a foreign investor investing in
the business of operating high school education in the PRC, is
subject to the Qualification Requirement. Based on its interview
with the Education Bureau of Shouguang City (the “Education
Bureau”) in May 2018, the PRC Legal Advisors was informed
that: (i) the restrictions to foreign investors as stipulated in
the relevant PRC laws and regulations apply to Sino-foreign
cooperative education in Shouguang City; and (ii) no further
implementation measures or specific guidance have been
promulgated under the Regulations on Sino-foreign Cooperation
of Educational Institutions and the Implementing Measures
in Shandong or Shouguang which sets out the procedures
and specific criteria for the satisfaction of the Qualification
Requirement. The PRC Legal Advisors is therefore of the view
that (i) there are no specific requirements in the Implementing
Measures or specific criteria or guidance under the current
PRC laws and regulations as to how Shiji Kuangao can be
regarded as an educational institution; and (ii) if Shiji Kuangao
were a subsidiary of the Group, it would not be qualified to act
as a foreign investor in a Sino-foreign cooperative educational
institution, until the relevant specific implementation measures
and/or guidance have been promulgated to enable the Group
to attain such qualification.

Based on the above and as confirmed by the PRC Legal
Advisors, in order to achieve the business purpose of the
Company, the Contractual Arrangements, through which the
Group will be able to exercise full control over Shiji Kuangao
and consolidate the financial results of Jierui, Shiji Kuangao
and Bohai Experimental School into the accounts of the Group,
have been utilized to minimize the potential conflict with
relevant PRC laws and regulations.
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Termination of the Contractual Arrangements

The Directors confirm that the Company will monitor the
development of the relevant PRC laws and regulations on
the Foreign Ownership Restriction and the Qualification
Requirement and other relevant restrictions on foreign investors
and work closely with Jierui and Shiji Kuangao to take all
reasonable steps to comply with the other requirements or
terminate the Contractual Arrangements to the extent possible
and practicable under the relevant PRC laws and regulations.

In addition to monitoring the development of the relevant PRC
laws and regulations on the Qualification Requirement, the
Company is also minded to further develop its capabilities
to provide higher education services overseas in order to be
prepared to satisfy the Qualification Requirement when the
relevant specific criteria and guidance become available. The
Group owns approximately 25.6% equity interest in Beacon
International College PTE LTD. in Singapore and is one of two
members of Hong Kong Nang Yan College of Higher Education
Limited in Hong Kong. The Group currently participates in
the management of these two schools mainly through its
representatives who are appointed as directors or governors
of each school. As these schools are overseas schools of
higher education, which are in line with the principles set out
in the Regulations on Sino-foreign Cooperation of Educational
Institutions and the Implementation Measures in relation to
the status of a foreign investor in a Sino-foreign cooperative
educational institution, the Directors believe such investment
and involvement in overseas educational institutions will be
conducive to the Group’s satisfaction of the Qualification
Requirement when the relevant laws, regulation, procedures
and/or guidance are promulgated.
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Details of the Contractual Arrangements

The major provisions of the contracts in the Contractual
Arrangements are summarized as follows:

(1) Exclusive Business Cooperation Agreement B

Pursuant to the exclusive business cooperation agreement
entered into between Chongging Mengzhuo and Jierui
(the “Exclusive Business Cooperation Agreement
B”), Chongging Mengzhuo agreed to provide exclusive
technical services to Jierui, including but not limited to,
technical services, network support, business consulting,
market consulting, system maintenance and other services
necessary for the business of or as required by Jierui and
allowed under the PRC law.

Under the Exclusive Business Cooperation Agreement B,
Chongging Mengzhuo is entitled to charge Jierui each
financial year for a service fee equals to all the amount of
its net profit (after deducting all costs, expenses, taxes,
losses from the previous year (if required by the law)
and the statutory provident fund as required by law) for
the corresponding period. Chongqging Mengzhuo has the
right (but not the obligation) to adjust the amount of such
service fee by reference to, among others, the actual
services provided and the actual business operations and
needs of Jierui, provided that any adjusted amount shall
not cause any difficulties for the operations of both of
Chongging Mengzhuo and Jierui.
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(2) Equity Pledge Agreements B

Pursuant to the equity pledge agreement entered into by
and among Chongging Mengzhuo, Jierui and Shiji Kuangao
(the “Equity Pledge Agreement BI”), Jierui agreed to
pledge and grant the first priority security interests over
the entire equity interest of Shiji Kuangao owned by Jierui
together with all related rights thereto to Chongqging
Mengzhuo as security for performance the Contractual
Arrangements and all direct, indirect, consequential
damages and foreseeable loss of interest incurred by
Chongging Mengzhuo as a result of enforcement of
the obligations of Jierui and Shiji Kuangao under the
Contractual Arrangements until all such obligations are
discharged to the satisfaction of Chongging Mengzhuo or
as required by PRC laws and regulations.

In addition, pursuant to the equity pledge agreement
entered into by and among Chongging Mengzhuo, Jierui,
Mr. Li and Mr. Li JD (the “Equity Pledge Agreement
BIl”, together with the Equity Pledge Agreement BI, the
“Equity Pledge Agreements B”), Mr. Li and Mr. Li JD
agreed to pledge and grant the first priority security
interests over the 100% equity interest of Jierui owned by
Mr. Li and Mr. Li JD in aggregate together with all related
rights thereto to Chongqging Mengzhuo as security for
performance the Contractual Arrangements and all direct,
indirect, consequential damages and foreseeable loss of
interest incurred by Chongging Mengzhuo as a result of
enforcement of the obligations of Mr. Li, Mr. Li JD and
Jierui under the Contractual Arrangements until all such
obligations are discharged to the satisfaction of Chongging
Mengzhuo or as required by PRC laws and regulations.
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(3) Exclusive Call Option Agreements B

Pursuant to the exclusive call option agreement entered
into by and among Chongqging Mengzhuo, Jierui and
Shiji Kuangao (the “Exclusive Call Option Agreement
BI"), Jierui has irrevocably and unconditionally granted
Chongging Mengzhuo the right to, as and when permitted
by the applicable PRC laws and regulations during the
term of the Contractual Arrangements, acquire all or part
of the 100% equity interest of Shiji Kuangao held by Jierui
at a consideration which is the lower of the registered
capital contribution by Jierui to Shiji Kuangao and nominal
consideration, or otherwise at the lowest price permitted
by the then applicable PRC laws and regulations. In
addition, pursuant to the Exclusive Call Option Agreement
Bl, Jierui has irrevocably undertaken that, subject to the
PRC laws and regulations, they will return to the Company
any consideration they receive in the event that the
Company acquires the equity interest in Shiji Kuangao
when unwinding the Contractual Arrangements.

In addition, pursuant to the exclusive call option
agreement entered into by and among Chongqing
Mengzhuo, Jierui, Mr. Li and Mr. Li JD (the “Exclusive
Call Option Agreement BIl”, together with Exclusive
Call Option Agreement BI, the “Exclusive Call Option
Agreements B”), Mr. Li and Mr. Li JD have irrevocably
and unconditionally granted Chongging Mengzhuo the
right to, as and when permitted by the applicable PRC
laws and regulations during the term of the Contractual
Arrangements, acquire all or part of the 100% equity
interest of Jierui together held by Mr. Li and Mr. Li JD
for the lower of the registered capital contribution by
Mr. Li and Mr. Li JD to Jierui and nominal consideration,
or otherwise at the lowest price permitted by the then
applicable PRC laws and regulations. In addition, pursuant
to the Exclusive Call Option Agreement BII, Mr. Li and Mr.
Li JD have irrevocably undertaken that, subject to the PRC
laws and regulations, they will return to the Company any
consideration they receive in the event that the Company
acquires the equity interest in Jierui when terminating the
Contractual Arrangements.
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(4) Shareholders’ Rights Entrustment Agreements B and

Power of Attorneys B

Shareholders’ Rights Entrustment Agreement Bl and Power
of Attorney Bl

Pursuant to the shareholders’ rights entrustment agreement
executed by and among Chongging Mengzhuo, Jierui and
Shiji Kuangao (the “Shareholders’ Rights Entrustment
Agreement Bl”), Jierui executed a power of attorney
in favour of Chongqging Mengzhuo (the “Power of
Attorney BI”) pursuant to which Jierui has irrevocably
and unconditionally authorized Chongging Mengzhuo to,
among other things:

(i) act as the agent of Jierui and to make decisions which
Jierui is entitled to make as the shareholder of Shiji
Kuangao on behalf of Jierui;

(i) exercise all its rights of shareholder and voting rights
in Shiji Kuangao as granted by the PRC law and the
articles and associations of Shiji Kuangao, including
but not limited to selling, transferring, pledging or
otherwise dealing in all or any of the equity interests in
Shiji Kuangao; and

(iii) serve as the legal representative, chairman, executive
director or manager of Shiji Kuangao in accordance
with its articles and associations, or nominate,
appoint or change the legal representative, chairman,
directors, supervisors, chief executive officer, manager
or other management level personnel of Shiji Kuangao.

Chongging Mengzhuo is entitled to authorize any person
or entity, any directors of the Company or any successor
or liquidator of such directors to exercise the rights which
Chongging Mengzhuo is authorized to exercise under the
Power of Attorney BI.

(4)
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In addition, pursuant to the Shareholders’ Rights
Entrustment Agreement BI, Jierui guarantees and
undertakes that:

(i) in the event it receives any asset (including the equity
interest of Shiji Kuangao) in relation to the liquidation,
winding-up, dismissal or termination of Shiji Kuangao,
Jierui agrees to transfer at nil consideration or at
the lowest consideration as permitted by the then
applicable laws and regulations to Chongqging
Mengzhuo such asset; and

(i) without prior approval of Chongging Mengzhuo, it will
neither, directly or indirectly, participate or engage
in any business which is or may be in competition
with the business of Shiji Kuangao or its associated
companies, or be engaged by any entity which is
or may be in competition with the business of Shiji
Kuangao or its associated companies, or hold any
assets of such entity or hold more than 5% interest in
such entity.

Pursuant to the Shareholders’ Rights Entrustment
Agreement BIl, any successor to Jierui shall hold the
respective equity interest in Shiji Kuangao subject to
conditions, requirements and obligations under the
Shareholders’ Rights Entrustment Agreement BI.

Shareholders’ Rights Entrustment Agreement Bll and
Power of Attorney BII

Pursuant to the shareholders’ rights entrustment agreement
executed by and among Chongging Mengzhuo, Mr. Li, Mr.
Li JD and Jierui (the “Shareholders’ Rights Entrustment
Agreement BII”, together with the Shareholders’ Rights
Entrustment Agreement Bl, the “Shareholders’ Rights
Entrustment Agreements B”), Mr. Li and Mr. Li JD
executed a power of attorney in favour of Chongging
Mengzhuo (the “Power of Attorney BIl", together with
the Power of Attorney BI, the “Power of Attorneys B”)
pursuant to which Mr. Li and Mr. Li JD have irrevocably
and unconditionally authorized Chongging Mengzhuo to,
among other things:
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(iii)

act as the agent of Mr. Li and Mr. Li JD to convene
and attend shareholder meetings of Jierui in
accordance with its articles and associations;

exercise all their rights of shareholders and voting
rights in Jieruio as granted by the PRC law and its
articles and associations, including but not limited to
selling, transferring, pledging or otherwise dealing in
all or any of the equity interests in Jierui; and

serve as the legal representative, chairman, executive
director or manager of Jierui in accordance with its
articles and associations, or nominate, appoint or
change the legal representative, chairman, directors,
supervisors, chief executive officer, manager or other
management level personnel of Jierui.

Chongging Mengzhuo is entitled to authorize any person
or entity, any directors of the Company or any successor
or liquidator of such directors to exercise the rights which
Chongging Mengzhuo is authorized to exercise under the
Power of Attorney BII.

In addition, pursuant to the Shareholders’ Rights
Entrustment Agreement Bll, each of Mr. Li and Mr. Li JD
guarantees and undertakes that:

(i)

in the event he receives any asset (including the
equity interest of Jierui) in relation to the liquidation,
winding-up, dismissal or termination of Jierui, each
of them agrees to transfer at nil consideration or
at the lowest consideration as permitted by the
then applicable laws and regulations to Chongging
Mengzhuo such asset; and
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RAER (8)

(5)

(i) without prior approval of Chongging Mengzhuo,
neither of them will, directly or indirectly, participate
or engage in any business which is or may be
in competition with the business of Jierui or its
associated companies, or be engaged by any entity
which is or may be in competition with the business of
Jierui or its associated companies, or hold any assets
of such entity or hold more than 5% interest in such
entity.

Pursuant to the Shareholders’ Rights Entrustment
Agreement Bll, in the event of death, loss of capacity,
marriage, divorce or bankruptcy of Mr. Li and Mr. Li
JD, or other similar events affecting Mr. Li or Mr. Li JD
in exercising their respective shareholders’ rights of
Jierui, any successor to Mr. Li or Mr. Li JD shall hold the
respective equity interest in Jierui subject to conditions,
requirements and obligations under the Shareholders’
Rights Entrustment Agreement BII.

Spouse Undertakings B

Pursuant to the spouse undertakings (“Spouse
Undertakings B”) executed by Ms. Xin, the spouse of Mr.
Li JD, Ms. Xin has irrevocably undertaken that:

(a) she has full knowledge of and has consented to the
entering into of the Contractual Arrangements to
which Mr. Li JD is a party, and in particular, the equity
interest in Jierui owned by Mr. Li JD is not part of the
common assets of Mr. Li JD and herself, she is not
entitled to any rights attached to such equity interests
of Mr. Li JD in Jierui (including the rights arising from
the Contractual Arrangements), she shall not engage
in any activities interfering the performance of the
Contractual Arrangements (including but not limited to
claiming her entitlement to the equity interest of Jierui
owned by Mr. Li JD and any rights arising from the
Contractual Arrangements);
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(b) she has not, is not and shall not in the future
participate in the operation and management in
relation to Jierui and claim any interest in relation to
the equity interest and assets of Jierui;

(c) in the event she receives all or part of the equity
interest of Jierui for any reason, she agrees to be
a party to the Contractual Arrangements and be
bound by the relevant restrictions as set out in the
Contractual Arrangements and perform any act and
execute all necessary documents in order to give
effect to such restrictions.

Further information about the Contractual Arrangements
Authorization to obtain assets of Shiji Kuangao

Pursuant to the Shareholders’ Rights Entrustment Agreement
Bl and the Power of Attorney BI, Chongging Mengzhuo has
been authorized to exercise all rights of Jierui as the sole
shareholder of Shiji Kuangao under applicable laws and the
articles of association of Shiji Kuangao, including but not
limited to the right to dividends and right to deal with the assets
of Shiji Kuangao. It is also the guarantee and undertaking that,
in the Shareholders’ Rights Entrustment Agreement BI, in the
event it receives any asset (including the equity interest of Shiji
Kuangao) in relation to the liquidation, winding-up, dismissal
or termination of Shiji Kuangao, Jierui agrees to transfer at nil
consideration or at the lowest consideration as permitted by the
then applicable laws and regulations to Chongaging Mengzhuo
such asset.
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RAER (8)

Dispute resolution

Pursuant to the Contractual Arrangements, any dispute
arising from the validity, interpretation and performance of the
Contractual Arrangements between the parties thereto should
first be resolved through negotiation. If the parties are unable
to settle the dispute within 30 days, any party may submit the
said dispute to the Chongging Arbitration Commission with a
view to resolving the dispute through arbitration in accordance
with the arbitration rules thereof. The results of the arbitration
shall be final and binding on all relevant parties. The arbitral
commission shall have the right to award remedies over the
equity interest and property interest and other assets of Jierui,
injunctive relief (for the conduct of business or to compel the
transfer of assets) or order the winding up of Jierui (the “Arbitral
Award Provisions”).

The Contractual Arrangements also provide that pending
formation of the arbitral tribunal or in appropriate cases, the
courts of Hong Kong, the Company’s place of incorporation (the
Cayman Islands), Jierui's place of establishment (the PRC), the
jurisdiction where the principal assets of Chongging Mengzhuo
or Jierui are located (the PRC) have the power to grant interim
remedies in support of the arbitration (the “Interim Remedies
Provisions”).

However, as advised by the PRC Legal Advisors, according
to the PRC laws and regulations, the arbitral tribunal normally
would not grant such kind of remedies or injunctive relief or
winding up order of such PRC operational entities as Jierui
under the PRC laws and regulations. For instance, the arbitral
commission has no authority to grant such injunctive relief, nor
will it be able to order the winding up of the PRC operational
entities pursuant to existing PRC laws and regulations. In
addition, interim remedies or enforcement order granted by
overseas courts such as Hong Kong and Cayman Islands may
not be recognizable or enforceable in China.
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Conflict of interests

The Company confirms that appropriate arrangements have
been made to address the potential conflict of interests
between Shiji Kuangao and the Group. In particular, the
undertakings executed by Jierui in favour of Chongqing
Mengzhuo provide that it will neither, directly or indirectly,
participate or engage in any business which is or may be in
competition with the business of Shiji Kuangao or its associated
company, or acquire or hold any such business, nor carry on
any activities which may lead to any conflict of interest between
itself and Chongqging Mengzhuo. Pursuant to Shareholders’
Rights Entrustment Agreement Bl and the Power of Attorney BI,
Jierui guarantees and undertakes that the exercise of the rights
as granted to Chongqging Mengzhuo or as authorized by Jierui
shall not give rise to any conflict of interests.

Legality and enforceability of the Contractual Arrangements

The PRC Legal Advisors confirmed that (i) the Contractual
Arrangements comply with the relevant laws and regulations in
the PRC applicable to Shiji Kuangao and the respective articles
of association of Shiji Kuangao and Chongging Mengzhuo; and
(ii) the Contractual Arrangements would not be deemed as
concealing illegal intentions with a lawful form and void under
the PRC Contract Law (R ZEARZLFBE A REED).

In addition, pursuant to the Shareholders’ Rights Entrustment
Agreement Bl and the Power of Attorney BIl, appropriate
arrangements have been made to protect the Company’s
interests in the event of winding up or liquidation of Shiji
Kuangao to avoid any practical difficulties in enforcing the
Contractual Arrangements.
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RAER (8)

As advised by the PRC Legal Advisors, other than the Arbitral
Award Provisions and the Interim Remedies Provisions, which
may not be enforced under the relevant laws of the PRC, all
the contractual rights and obligations under the Contractual
Arrangements are enforceable under PRC laws. Based on
the legal opinion from the PRC Legal Advisors, the Directors
believe that, other than the Arbitral Award Provisions and
the Interim Remedies Provisions, each of the Contractual
Arrangements which confers significant control and economic
benefits from Jeirui or Shiji Kuangao to Chongging Mengzhuo
is enforceable under the relevant laws and regulations of the
PRC.

Consolidation of financial results

Based on the Contractual Arrangements and the legal opinion
provided by the PRC Legal Advisors, the Directors are of
the view that the Contractual Arrangements have allowed the
Company to consolidate the financial results of Jierui, Shiji
Kuangao and Bohai Experimental School under the prevailing
accounting principles.

Risks involved in the Contractual Arrangements

As the primary beneficiary of Shiji Kuangao, the Group is
exposed to the business risks and financial risks faced by
Shiji Kuangao. There is no assurance that Shiji Kuangao will
generate any profit which can be paid to the Group through
the Exclusive Business Cooperation Agreement B and the
Shareholders’ Rights Entrustment Agreement BIl. Any profit or
loss of Shiji Kuangao (net of intra-group transactions) will be
reflected in the consolidated financial results of the Group.
The exercise of the Exclusive Call Option Agreement Bl is
subject to applicable laws and regulations of the PRC. There
is no assurance that the acquisition of the equity interest in
Shiji Kuangao held by Jierui under the Exclusive Call Option
Agreement Bl will be permitted in the future, or whether such
acquisition will incur any costs and expenses to the Group in
addition to the consideration stipulated under the Exclusive
Call Option Agreement Bl. Due to these limitations, the transfer
of equity interest in Shiji Kuangao pursuant to the exercise of
the call option under the Exclusive Call Option Agreement Bl
may still be subject to substantial costs.
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The PRC Legal Advisors is of the opinion that as at the date
of this report, the execution, delivery and performance of the
Contractual Arrangements by each of the parties thereto,
is in compliance with (i) the provisions under the articles of
association of such party and (ii) any applicable PRC laws and
regulations. However, the interpretation and implementation
of the laws and regulations concerning the foreign investment
in the PRC, and their application to and effect on the legality,
binding effect and enforceability of contracts, are subject to
the discretion of competent PRC legislative, administrative
and judicial authorities. In particular, there is no assurance
that PRC legislative, administrative or judicial authorities will
not adopt a different or contrary interpretation or view against
view of the Company and its legal advisors in respect of the
legality, binding effect and enforceability of the Contractual
Arrangements, and may determine that the contracts do not
comply with applicable regulations.

Further, the Contractual Arrangements may not provide control
over Jierui and Shiji Kuangao as effective as direct ownership;
Mr. Li, Mr. Li JD and Jierui may have potential conflicts of
interest with the Company; and the Contractual Arrangements
may be subject to scrutiny of the tax authorities and additional
tax may be imposed on the Group.

We believe that there are limited business insurance products
available in the market, and to the best knowledge of our
Directors, no insurance products specifically designed for
protecting the risks relating to the Contractual Arrangements
are available in the PRC market. Further, it is not compulsory
for Jierui and Shiji Kuangao to maintain an insurance policy to
cover risks relating to the Contractual Arrangements under the
applicable PRC laws and regulations. Accordingly, the Group
has not purchased any insurance to cover the above risks.
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Internal control

The Company has put in place effective internal controls over
Chongging Mengzhuo, Jierui and Shiji Kuangao to safeguard
its assets held through the Contractual Arrangements. As
a wholly-owned subsidiary of the Company, Chongging
Mengzhuo is subject to all the internal control process and
procedures applicable to the Group.

The operations of Jierui and Shiji Kuangao are exclusively
controlled by Chongging Mengzhuo through the Contractual
Arrangements and the Group has applied its internal control
processes and procedures to Jierui and Shiji Kuangao. In
particular, pursuant to the Contractual Arrangements, (i)
Chongqging Mengzhuo has the right to nominate, appoint
or terminate, the legal representatives, chairman, directors,
supervisors, chief executive officer, manager and other senior
management members of Jierui and Shiji Kuangao; (ii) without
the prior consent of Chongqging Mengzhuo, Jierui and Shiji
Kuangao is not allowed to dispose of, transfer, pledge or in any
way deal with, any of their respective assets (except, within the
ordinary course of business, with a value of RMB1,000,000 or
less), business, operation power and/or revenue.

Financing arrangements

It is expected that the funds necessary for Jierui to satisfy its
payment obligations under the Interest Transfer Agreement will
be indirectly financed by the Group’s internal resources by way
of loan(s) or other legal financial arrangement(s) with Jierui
and/or Shiji Kuangao.

Minsheng Education Group Company Limited REHBEEFER A 7

A EPZ H

ARRIEHEERZ S HEARNMILRES
BEITAROANEES - WREEBBENL
HRENEE - (FRARRMNEZENER
A BEEZEXFIRMAEARARENRA
BRI MR -

HEARNMELESNELHERZ SRR
AHNTHBRIES - WEAAREEE HHAE
ZEHRRENEFERANGEE QRN L E
= o FRIR - BEBEAORH ((\EBEZER
BIRE  ZEIRERE RN LEESH
EEREA - EE -EF - BEE - 5FERT
BABMEMSREBEAL  (VARKE
B2EMELRE  HEARNELEST
BRE - &:F IR ATAEREETM
HEEMEE(EREEKBREY  EEA
R #1,000,00070 8 A THIBRAN) ~ %75 - &
R R, TN o

MEZH

BHRE AR RBETENESERBE T
NREBAT2ES  SRBEAAEEZA
MERAEEN T AL EMELERRRT R
KL TR IR T L BERBELT



Other information

Apart from Shiji Kuangao, Jierui does not generate revenue
from any other subsidiaries of the Company.

As at the date of this report, Chongging Mengzhuo has not
encountered any interference or encumbrance from any
governing bodies in operating its business through Jierui or
Shiji Kuangao under the Contractual Arrangements.

The Directors confirm that the Company has complied in
full with the guidance letter HKEx-GL77-14 issued by the
Stock Exchange in relation to listed issuers using contractual
arrangements for their business in respect of the Contractual
Arrangements.

For details of the Contractual Arrangements, please refer to the
announcements of the Company dated 12 March 2018, 13 April
2018 and 2 May 2018.
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RECTIFICATION MEASURES g
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As disclosed in the “Business” section of the Prospectus, the
Group has certain buildings occupied by Chongging College
of Humanities, Science and Technology, Pass College of
Chongging Technology and Business University and Inner
Mongolia Fengzhou Vocational College (Qingcheng Branch)
that had defective titles. The Group has ceased using such
buildings and the Group is using the best efforts to promptly
make appropriate applications with the relevant government
authorities to obtain the required permits and/or acceptance
checks. As at the date of this report, the status of the buildings
are as follows:

The number of
buildings covered by
applications with the
relevant government
authorities to obtain
the required permits

and/or acceptance
checks as at the date
of this report

Total number of
buildings which we
have obtained the
building ownership

Total number of
buildings with
defective titles as

disclosed in the certificates as at the RARE B AR AEE
Prospectus date of this report BUSH#BEH R FE I
Buildings occupied by RERERFEZEE RARLAUEMACHE DESRAENEFTER
BFHRUTNEBER FEBRNEFTREY FEMAEENETRAY FRUHWEFHE
Chongaing College of 15 12 3
Humanities, Science and
Technology
BE AR S
Pass College of Chongging 3 3 -
Technology and Business
University
BETHAZIRNENR
Inner Mongolia Fengzhou 5 - 5

Vocational College
(Qingcheng Branch)
NERHEIMNBESER(FHAE)
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DIRECTORS’ AND CHIEF EXECUTIVES’ INTERESTS AND ESERFETHAERRG - HBRHOKRE
SHORT POSITIONS IN SHARE, UNDERLYING SHARES AND #EHEEHNEZREAXAE
DEBENTURES

As at 30 June 2018, the interests and short positions of the HR2018E6H30H @ AATESBER T EITH
Directors and chief executives of the Company in the shares, AEBRNARAGHEREEZR(TERELEA
underlying shares and debentures of the Company or its f{l#571EZ %5 & EHE &0 ([ %5 RBE K
associated corporations (within the meaning of Part XV of the 1) EXVEL) AR « HHEEMRD RIE#FE
Securities and Futures Ordinance (“SFO”), Chapter 571 of the HEBIRIEZEHNEAEIEHIEI52(EE LR
Laws of Hong Kong), as recorded in the register required to be HAATFENELM  SiiBE FHETA
kept by the Company pursuant to Section 352 of the SFO, or EE#EITEERX SHHELETR|([ZE=FE )
as otherwise notified to the Company and the Stock Exchange ZBH& AR T REAZFINEZRRABINT ¢
pursuant to the Model Code for Securities Transactions by

directors of Listed Issuers (the “Model Code”), were as follows:

Long Position in the Shares BRBFNTFE

Approximate
percentage of
shareholding in
the Company as at

30 June 2018

Nature of Number of 201856 A30H
Name of Director interest shares held Position REAF]
BEEpE EntE FERGEE R/ KR HREBNED L
Mr. Li Xuechun Mete) Beneficial owner 3,000,000,000 Long 74.67%
FERG LW EnEAA e
Ms. Zhang Weiping Beneficial owner 20,000,000 Long 0.50%
SRAEF T EnBEAA e
Mr. Zuo Yichen Beneficial owner 5,000,000 Long 0.12%
LRRTE EnBEA )
Mr. Lam Ngai Lung Beneficial owner 5,000,000 Long 0.12%
MEREERE EnEAA HE
Note: Mr. Li Xuechun (“Mr. Li") holds 90% of the issued share capital of  Bfisf: FEHFXA([ZTRE DB EHRLEERA
Honest Cheer Investments Limited (“Honest Cheer’) and is its sole (B ]) 90% 2 BATIRAS » I 742 3 1% A HE
director and he is therefore deemed to be interested in the shares held —EE - BEEARHNSEENRDFHES
by Honest Cheer. Ms. Li Ning, daughter of Mr. Li, holds the remaining B FELTATRENLT  BIFHEHR
10% of the issued share capital of Honest Cheer. IR THI10% I TILAK

INTERIM REPORT 2018 #Ei$R & 69

=



/0

=

OTHER INFORMATION (Continued)
RtnER (8)

Save as disclosed above, as at 30 June 2018, neither the
chief executives nor any of the Directors of the Company had
or was deemed to have any interests or short positions in the
shares, underlying shares or debentures of the Company and
its associated corporations (within the meaning of Part XV of
the SFO) (i) which were required to be notified to the Company
and the Stock Exchange pursuant to Divisions 7 and 8 of Part
XV of the SFO (including interests or short positions which they
were taken or deemed to have under such provisions of the
SFO); or (ii) which were required, pursuant to section 352 of
the SFO, to be entered in the register referred to therein; or
(iii) which were required to be notified to the Company and the
Stock Exchange pursuant to the Model Code.

SUBSTANTIAL SHAREHOLDERS’ INTERESTS AND SHORT
POSITIONS IN SHARES AND UNDERLYING SHARES

As at 30 June 2018, so far as is known to any Directors
or chief executive of the Company, the following persons
(other than Director or chief executive of the Company) or
corporations who had interest or short positions in the Shares
and underlying Shares of the Company which were required to
be disclosed to the Company under the provisions of Division
2 and 3 of Part XV of the SFO, or which were recorded in the
register required to be kept under section 336 of the SFO were
as follows:

Nature of
Name of Shareholder interest

BRAR

Number of
shares held

BAKROHE

Br iR FEESN 0 R20185F6HA30H AR
AMEZTBRAEBXRESHENARRIRE
HEEB(F & RESH KBS EGIFEXVED)
MRk - ABRER D Sk EEE R HER S ERA
BB()VREESRAEKRIEXVEETRE
8D EAME RN B KR AT (BIEIRIEEH
KEAE KON A BIHUESEWHE ESR A
BREERSOAR)  S(iRIEZES KBS K
Pl 352G AR R Z G E MR 5 3
(iR EIZESTRIZANE AAF KRB X ATH
F RS AR ©

TERRRBROREBROFEFNERR

RE

ARG ESHEZTHRASRA - R
20186 A30R + WAR A XD KB (D
HWHERIBEEF KB GROIEXVEIE2RE3
DEPARARRIREE - K AERHENRBIEES
KBRS &0 2533614 817 B 0 & e it M Ay #E
THREMAL(RRBEEREEZTHA
BEBRINHARAT ¢

Approximate
percentage of
shareholding in
the Company as at

30 June 2018
201856 A30H
RERTF
NREBNE DL

Position
BR/ KR

Honest Cheer Beneficial owner 3,000,000,000 Long 74.67%
Bt BEREAA e
City Legend International Limited Beneficial owner 332,000,000 Long 8.26%
ZEERRARRAA ERBEBA )
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Save as disclosed above, as at 30 June 2018, the Directors
and the chief executives of the Company are not aware of
any other person or corporation having an interest or short
position in the shares and underlying shares of the Company
which would require to be disclosed to the Company under
the provisions of Division 2 and 3 of Part XV of the SFO, or
which were recorded in the register required to be kept by the
Company pursuant to Section 336 of the SFO.

CHANGE IN DIRECTORS’ INFORMATION

Mr. Zuo Yichen (/&%) joined the Group in August 2016 as
Vice President and was further promoted by the Board as
President on 24 August 2018.

The remuneration committee of the Company (“Remuneration
Committee”) considered relevant factors to determine the
level of remuneration and fees paid to members of the Board,
including but not limited to, market rates and factors such
as each director's workload, performance, responsibility, job
complexity and the Group’s performance. Taken into account
of the above factors, the Remuneration Committee and the
Board approved salary adjustments of Ms. Zhang Weiping, Mr.
Zuo Yichen and Mr. Lam Ngai Lung to reflect their contribution
over the past years to maintain fair and competitive packages
based on business requirements and industry practice.

Details of the adjusted Directors’ salaries are as follows, and
other benefits remain unchanged:

- Ms. Zhang Weiping’s salary has been adjusted to
US$900,000 per annum;

—  Mr. Zuo Yichen’s salary has been adjusted to US$350,000
per annum; and

— Mr. Lam Ngai Lung’s salary has been adjusted to
US$250,000 per annum.
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OTHER INFORMATION (Continued)
RAER (8)

Apart from the adjustment on salaries mentioned above, the
basis for determining the Directors’ emoluments (included
bonus payments) remained unchanged during the six months
ended 30 June 2018.

Save as disclosed above, during the six months ended 30 June
2018, there were no other changes to the Directors’ information
that are required to be disclosed pursuant to Rule 13.51B(1) of
the Listing Rules.

SHARE OPTION SCHEME

The following is a summary of principal terms of the share
option scheme of the Company (the “Share Option Scheme”)
conditionally approved by a resolution of our sole shareholder
passed on 2 March 2017 and adopted by a resolution of the
Board on 2 March 2017 (the “Adoption Date”). The terms of the
Share Option Scheme are in compliance with the provisions of
Chapter 17 of the Listing Rules.

1. Purpose

The purpose of the Share Option Scheme is to give the
Eligible Persons (as defined in the following paragraph) an
opportunity to have a personal stake in the Company and
help motivate them to optimize their future contributions
to the Group and/or to reward them for their past
contributions, to attract and retain or otherwise maintain
on-going relationships with such Eligible Persons who
are significant to and/or whose contributions are or will
be beneficial to the performance, growth or success of
the Group, and additionally in the case of Executives (as
defined below), to enable the Group to attract and retain
individuals with experience and ability and/or to reward
them for their past contributions.
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2.

Who may join

The Board may, at its absolute discretion, offer options
(“Options”) to subscribe for such number of shares in
accordance with the terms set out in the Share Option
Scheme to:

(a)

any executive director of, manager of, or other
employee holding an executive, managerial,
supervisory or similar position in any member of the
Group (“Executive”), any proposed employee, any
full-time or part-time employee, or a person for the
time being seconded to work full-time or part-time for
any member of the Group (“Employee”);

a director or proposed director (including an
independent non-executive director) of any member of
the Group;

a direct or indirect shareholder of any member of the
Group;

a supplier of goods or services to any member of the
Group;

a customer, consultant, business or joint venture
partner, franchisee, contractor, agent or representative
of any member of the Group;

a person or entity that provides design, research,
development or other support or any advisory,
consultancy, professional or other services to any
member of the Group;

an associate of any of the persons referred to in
paragraphs (a) to (f) above; and

any person involved in the business affairs of
the Company whom the Board determines to be
appropriate to participate in the Share Options
Scheme (the persons referred above are the “Eligible
Persons”).
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OTHER INFORMATION (Continued)
RAER (8)

3. Maximum number of shares

The maximum number of shares which may be issued
upon exercise of all options to be granted under the Share
Option Scheme and any other schemes of the Group
shall not in aggregate exceed 10% of the shares in issue
as at 22 March 2017, the date of listing of the Company
(i.e. 400,000,000 shares) (the “Scheme Mandate Limit”)
provided that:

(a) the Company may at any time as our Board may think
fit seek approval from the Shareholders to refresh
the Scheme Mandate Limit, save that the maximum
number of shares which may be issued upon exercise
of all options to be granted under the Share Option
Scheme and any other schemes of the Company shall
not exceed 10% of shares of the Company in issue
as at the date of approval by the Shareholders of
the Company in general meeting where the Scheme
Mandate Limit is refreshed. Options previously granted
under the Share Option Scheme and any other
schemes of the Company (including those outstanding,
cancelled, lapsed or exercised in accordance with
the terms of the Share Option Scheme or any other
schemes of the Company) shall not be counted for the
purposes of calculating the Scheme Mandate Limit as
refreshed. The Company shall send to Shareholders a
circular containing the details and information required
under the Listing Rules;

(b) the Company may seek separate approval from the
Shareholders in general meeting for granting Options
beyond the Scheme Mandate Limit, provided that
the Options in excess of the Scheme Mandate Limit
are granted only to the Eligible Person specified by
the Company before such approval is obtained. The
Company should issue a circular to the Shareholders
containing the details and information required under
the Listing Rules; and
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(c) the maximum number of shares which may be issued
upon exercise of all outstanding options granted and
yet to be exercised under the Share Option Scheme
and any other schemes of the Group shall not exceed
30% of the Company’s issued share capital from time
to time. No Options may be granted under the Share
Option Scheme and any other share option scheme
of the Company if this will result in such limit being
exceeded.

Maximum entitlement of each participant

No Option may be granted to any one person such
that the total number of shares issued and to be issued
upon exercise of Options granted and to be granted
to that person in any 12-month period exceeds 1% of
the Company’s issued share capital from time to time.
Where any further grant of Options to such an Eligible
Person would result in shares issued and to be issued
upon exercise of all Options granted and to be granted
to such Eligible Person (including exercised, cancelled
and outstanding Options) in the 12-month period up to
and including the date of such further grant representing
in aggregate over 1% of our Shares in issue, such further
grant shall be separately approved by the Shareholders in
general meeting with such Eligible Person and his close
associates (or his associates if such Eligible Person is a
connected person) abstaining from voting. The Company
shall send a circular to the Shareholders disclosing the
identity of the Eligible Person, the number and terms of the
Options to be granted (and Options previously granted)
to such Eligible Person, and containing the details and
information required under the Listing Rules. The number
and terms (including the subscription price) of the Options
to be granted to such Eligible Person must be fixed before
the approval of the Shareholders and the date of the Board
meeting proposing such grant shall be taken as the offer
date for the purposes of calculating the subscription price
of those Options.
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OTHER INFORMATION (Continued)
RtnER (8)

Offer and grant of Options

Subject to the terms of the Share Option Scheme, the
Board shall be entitled at any time within 10 years from
the Adoption Date to offer the grant of an Option to any
Eligible Person as the Board may in its absolute discretion
select to subscribe at the subscription price for such
number of shares as the Board may (subject to the terms
of the Share Option Scheme) determine (provided the
same shall be a board lot for dealing in the shares on the
Stock Exchange or an integral multiple thereof).

Granting Options to connected persons

Subject to the terms in the Share Option Scheme, only
insofar as and for so long as the Listing Rules require,
where any offer of an Option is proposed to be made to
director, chief executive or a substantial shareholder (as
defined in the Listing Rules) of the Company or any of their
respective associates, such offer must first be approved by
the independent non-executive Directors of the Company
(excluding the independent non-executive Director who or
whose associates is the grantee of an Option).

Where any grant of Options to a substantial shareholder
(as defined in the Listing Rules) or an independent
non-executive director of the Company, or any of their
respective associates, would result in the securities issued
and to be issued upon exercise of all Options already
granted and to be granted (including Options exercised,
cancelled and outstanding) to such person in the 12-month
period up to and including the date of such grant:

(a) representing in aggregate over 0.1% of the relevant
class of securities in issue; and

(b) (where the securities are listed on the Stock
Exchange), having an aggregate value, based on
the closing price of the securities at the date of each
grant, in excess of HK$5.0 million,
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such further grant of Options must be approved by the
Shareholders (voting by way of a poll). The Company
shall send a circular to the Shareholders containing the
information required under the Listing Rules. The grantee,
his associates and all core connected persons of the
Company must abstain from voting in favor at such general
meeting.

Approval from the Shareholders is required for any change
in the terms of Options granted to a participant who is a
substantial shareholder or an independent non-executive
director of the Company, or any of their respective
associates. The grantee, his associates and all core
connected persons of the Company must abstain from
voting in favour at such general meeting.

Restriction on the time of grant of Options

The Board shall not grant any Option under the Share
Option Scheme after inside information has come to
its knowledge until such inside information has been
announced pursuant to the requirements of the Listing
Rules. In particular, no Option shall be granted during the
period commencing one month immediately preceding the
earlier of the date of the Board meeting (as such date is
first notified to the Stock Exchange in accordance with the
Listing Rules) for the approval of the Company’s results for
any year, half-year, quarterly or any other interim period
(whether or not required under the Listing Rules) and the
deadline for the Company to publish an announcement
of its results for any year, half-year, quarterly or any
other interim period (whether or not required under the
Listing Rules), and ending on the date of the results
announcements.
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OTHER INFORMATION (Continued)
RtnER (8)

Minimum holding period, vesting and performance target

Subject to the provisions of the Listing Rules, the Board
may in its absolute discretion when offering the grant of
an Option impose any conditions, restrictions or limitations
in relation thereto in addition to those set forth in the
Share Option Scheme as the Board may think fit (to be
stated in the letter containing the offer of the grant of
the Option) including (without prejudice to the generality
of the foregoing) qualifying and/or continuing eligibility
criteria, conditions, restrictions or limitations relating to the
achievement of performance, operating or financial targets
by the Company and/or the grantee, the satisfactory
performance or maintenance by the grantee of certain
conditions or obligations or the time or period before the
right to exercise the Option in respect of any of the shares
shall vest provided that such terms or conditions shall not
be inconsistent with any other terms or conditions of the
Share Option Scheme. For the avoidance of doubt, subject
to such terms and conditions as the Board may determine
as aforesaid (including such terms and conditions in
relation to their vesting, exercise or otherwise) there is no
minimum period for which an Option must be held before
it can be exercised and no performance target which need
to be achieved by the grantee before the Option can be
exercised.

Amount payable for Options and offer period

An offer of the grant of an Option shall remain open for
acceptance by the Eligible Person concerned for a period
of 28 days from the offer date provided that no such grant
of an Option may be accepted after the expiry of the
effective period of the Share Option Scheme. An Option
shall be deemed to have been granted and accepted
by the Eligible Person and to have taken effect when the
duplicate offer letter comprising acceptance of the offer
of the Option duly signed by the grantee together with a
remittance in favor of the Company of HK$1.00 by way
of consideration for the grant thereof is received by the
Company on or before the date upon which an offer of an
Option must be accepted by the relevant Eligible Person,
being a date no later than 28 days after the offer date
(the “Acceptance Date”). Such remittance shall in no
circumstances be refundable.
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10.

Any offer of the grant of an Option may be accepted in
respect of less than the number of shares in respect of
which it is offered provided that it is accepted in respect
of a board lot for dealing in shares on the Stock Exchange
or an integral multiple thereof and such number is clearly
stated in the duplicate offer letter comprising acceptance
of the offer of the Option. To the extent that the offer of
the grant of an Option is not accepted by the Acceptance
Date, it will be deemed to have been irrevocably declined.

Subscription price

The subscription price in respect of any particular Option
shall be such price as the Board may in its absolute
discretion determine at the time of grant of the relevant
Option (and shall be stated in the letter containing the
offer of the grant of the Option) but the subscription price
shall not be less than whichever is the highest of:

(a) the nominal value of a share;

(b) the closing price of a share as stated in the Stock
Exchange’s daily quotations sheet on the offer date;
and

(c) the average closing price of a share as stated in
the Stock Exchange’s daily quotations sheets for the
5 Business Days (as defined in the Listing Rules)
immediately preceding the offer date.
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OTHER INFORMATION (Continued)
RAER (8)

11. Exercise of Option

(a)

(b)

An Option shall be exercised in whole or in part (but
if in part only, in respect of a board lot or any integral
multiple thereof) within the Option period in the
manner as set out in the Share Option Scheme by the
grantee (or his or her legal personal representative(s))
by giving notice in writing to the Company stating
that the Option is thereby exercised and specifying
the number of shares in respect of which it is
exercised. Each such notice must be accompanied
by a remittance for the full amount of the aggregate
subscription price for the shares in respect of which
the notice is given. Within 28 days after receipt of the
notice and, where appropriate, receipt of a certificate
from our auditors pursuant to the Share Option
Scheme, the Company shall accordingly allot and
issue the relevant number of shares to the grantee (or
his or her legal personal representative(s)) credited as
fully paid with effect from (but excluding) the relevant
exercise date and issue to the grantee (or his or her
legal personal representative(s)) share certificate(s) in
respect of the shares so allotted.

The exercise of any Option may be subject to a
vesting schedule to be determined by the Board in
its absolute discretion, which shall be specified in the
offer letter.

The exercise of any Option shall be subject to
the members of the Company in general meeting
approving any necessary increase in the authorised
share capital of the Company.
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(d) Subject as hereinafter provided and subject to the
terms and conditions upon which the Option was
granted, an Option may be exercised by the Grantee
at any time during the Option Period, provided that:

(i)

in the event that the grantee dies or becomes
permanently disabled before exercising an Option
(or exercising it in full) and none of the events
for termination of employment or engagement
pursuant to the terms of the Share Option Scheme
exists with respect to such grantee, he or she (or
his or her legal representative(s)) may exercise
the Option up to the grantee’s entitlement
immediately prior to the death or permanently
disability (to the extent not already exercised)
within a period of 12 months following his or her
death or permanent disability or such longer
period as the Board may determine;

in the event that the grantee ceases to be an
Executive for any reason (including his or her
employing company ceasing to be a member of
the Group) other than his or her death, permanent
disability, retirement pursuant to such retirement
scheme applicable to the Group at the relevant
time or the transfer of his or her employment to
an affiliate company or the termination of his or
her employment with the relevant member of the
Group by resignation or culpable termination,
the Option (to the extent not already exercised)
shall lapse on the date of cessation of such
employment and not be exercisable unless the
Board otherwise determines in which event the
Option (or such remaining part thereof) shall be
exercisable within such period as the Board may
in its absolute discretion determine following the
date of such cessation;
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RtnER (8)

(iii)

(iv)

if a general offer is made to all holders of
shares and such offer becomes or is declared
unconditional (in the case of a takeover offer)
or is approved by the requisite majorities at the
relevant meetings of the Shareholders (in the case
of a scheme of arrangement), the grantee shall
be entitled to exercise the Option (to the extent
not already exercised) at any time (in the case
of a takeover offer) within one month after the
date on which the offer becomes or is declared
unconditional or (in the case of a scheme of
arrangement) prior to such time and date as shall
be notified by the Company;

if a compromise or arrangement between the
Company and its members or creditors is
proposed for the purposes of or in connection
with a scheme for the reconstruction of the
Company or its amalgamation with any other
company, the Company shall give notice thereof
to the grantees who have Options unexercised
at the same time as it dispatches notices to all
members or creditors of the Company summoning
the meeting to consider such a compromise or
arrangement and thereupon each grantee (or his
or her legal representatives or receiver) may until
the expiry of the earlier of:

(1) the Option period;

(2) the period of two months from the date of
such notice; or

(8) the date on which such compromise or
arrangement is sanctioned by the court,
exercise in whole or in part his or her Option.
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(v) in the event a notice is given by the Company to
its members to convene a general meeting for
the purposes of considering, and if thought fit,
approving a resolution to voluntarily windup the
Company, the Company shall on the same date
as or soon after it dispatches such notice to each
member of the Company give notice thereof to
all grantees and thereupon, each grantee (or his
or her legal personal representative(s)) shall be
entitled to exercise all or any of his or her options
at any time not later than two Business Days (as
defined in the Listing Rules) prior to the proposed
general meeting of the Company by giving notice
in writing to the Company, accompanied by a
remittance for the full amount of the aggregate
subscription price for the shares in respect of
which the notice is given whereupon the Company
shall as soon as possible and, in any event, no
later than the business day (as defined in the
Listing Rules) immediately prior to the date of the
proposed general meeting referred to above, allot
the relevant Shares to the grantee credited as
fully paid.

12. Life of Share Option Scheme

Subject to the terms of the Share Option Scheme, the
Scheme shall be valid and effective for a period of 10
years from the date on which it becomes unconditional,
after which no further options will be granted or offered but
the provisions of the Share Option Scheme shall remain in
force and effect in all other respects. All Options granted
prior to such expiry and not then exercised shall continue
to be valid and exercisable subject to and in accordance
with the Share Option Scheme.
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13. Lapse of Share Option Scheme

An Option shall lapse automatically and not be exercisable,
to the extent not already exercised, on the earliest of:

(a) the expiry of the Option period;

(b) the expiry of any of the period referred to paragraphs
related to exercise of the Option;

(c) subject to the terms of the period mentioned in the
paragraph headed “Share Option Scheme — 11.
Exercise of Option” in this interim report, the date of
the commencement of the winding-up of the Company;

(d) there is an unsatisfied judgement, order or award
outstanding against the grantee or the Board has
reason to believe that the grantee is unable to pay or
to have no reasonable prospect of being able to pay
his/her/its debts;

(e) there are circumstances which entitle any person
to take any action, appoint any person, commence
proceedings or obtain any order of the type mentioned
in the Share Option Scheme with respect to the
exercise of the Option;

(f) a bankruptcy order has been made against any
director or shareholder of the grantee (being a
corporation) in any jurisdiction.

No compensation shall be payable upon the lapse of
any Option, provided that the Board shall be entitled in
its discretion to pay such compensation to the grantee
in such manner as it may consider appropriate in any
particular case.
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14. Adjustment

In the event of any alteration to the capital structure of the
Company while any Option remains exercisable, whether
by way of capitalization of profits or reserves, right issue,
consolidations, reclassification, reconstruction, sub-division
or reduction of the share capital of the Company, the
Board may, if it considers the same to be appropriate,
direct that adjustments be made to:

(a) the maximum number of shares subject to the Share
Option Scheme; and/or

(b) the aggregate number of shares subject to the Option
so far as unexercised; and/or

(c) the subscription price of each outstanding Option.

Where the Board determines that such adjustments
are appropriate (other than an adjustment arising from
a capitalization issue), the auditors appointed by the
Company shall certify in writing to the Board that any
such adjustments are in their opinion fair and reasonable,
provided that:

(a) any such adjustments shall give the Eligible Persons
the same proportion of equity capital as they
were previously entitled to. In respect of any such
adjustments, other than any made on a capitalization
issue, the auditors shall confirm to the Board in writing
that the adjustments satisfy this requirement;

(b) any such adjustments shall be made on the basis
that the aggregate subscription price payable by the
grantee on the full exercise of any Option shall remain
as nearly as practicable same as (but shall not be
greater than) it was before such event;

(c) no such adjustments shall be made the effect of which
would be to enable a share to be issued at less than
its nominal value;
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15.

(d) any such adjustments shall be made to in accordance
with the provisions as stipulated under Chapter 17 of
the Listing Rules and supplementary guidance on the
interpretation of the Listing Rules issued by the Stock
Exchange from time to time; and

(e) the issue of securities as consideration in a transaction
shall not be regarded as a circumstance requiring any
such adjustments.

Cancellation of Options not exercised

The Board shall be entitled for the following causes to
cancel any Option in whole or in part by giving notice in
writing to the grantee stating that such Option is thereby
cancelled with effect from the date specified in such notice
(the “Cancellation Date”):

(a) the grantee commits or permits or attempts to commit
or permit a breach of restriction on transferability of
Option or any terms or conditions attached to the
grant of the Option;

(b) the grantee makes a written request to the Board for
the Option to be cancelled; or

(c) if the grantee has, in the opinion of the Board,
conducted himself in any manner whatsoever to
the detriment of or prejudicial to the interests of the
Company or its subsidiary.

The Option shall be deemed to have been cancelled with
effect from the Cancellation Date in respect of any part
of the Option which has not been exercised as at the
Cancellation Date. No compensation shall be payable
upon any such cancellation, provided that the Board shall
be entitled in its discretion to pay such compensation to
the grantee in such manner as it may consider appropriate
in any particular case.
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16.

17.

Ranking of Shares

The Shares to be allotted upon the exercise of an Option
will be subject to all the provisions of the Articles of
Association and the laws of the Cayman Islands from time
to time and shall rank pari passu in all respects with the
then existing fully paid Shares in issue commencing from
(i) the allotment date or, (ii) if that date falls on a day when
the register of members of the Company is closed, the
first date of the re-opening of the register of members.
Accordingly, it will entitle the holders to participate in all
dividends or other distributions paid or made on or after
(i) the allotment date or, (ii) if that date falls on a day when
the register of members of the Company is closed, the first
day of the re-opening of the register of members, other
than any dividend or other distribution previously declared
or recommended or resolved to be paid or made if the
record date therefore shall be before the allotment date.

Share issued upon the exercise of an Option shall not
carry rights until the registration of the grantee (or any
other person) as the holder thereof.

Termination

The Company may by resolution in general meeting at
any time terminate the operation of the Share Option
Scheme. Upon termination of the Share Option Scheme
as aforesaid, no further Options shall be offered but the
provisions of the Share Option Scheme shall remain in
force and effect in all other respects. All Options granted
prior to such termination and not then exercised shall
continue to be valid and exercisable subject to and in
accordance with the Share Option Scheme.
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18.

19.

Transferability

The Option shall be personal to the grantee and shall
not be assignable and no grantee shall in any way sell,
transfer, charge, mortgage, encumber or create any
interest (legal or beneficial) in favor of any third party over
or in relation to any Option or attempt to do so (save that
the grantee may nominate a nominee in whose name the
Shares issued pursuant to the Share Option Scheme may
be registered). Any breach of the foregoing shall entitle the
Company to cancel any outstanding Option or part thereof
granted to such grantee.

Alteration of Share Option Scheme

The Share Option Scheme may be altered in any respect
by a resolution of the Board except that the following shall
not be carried out except with the prior sanction of an
ordinary resolution of the Shareholders in general meeting:

(a) any material alteration to its terms and conditions or
any change to the terms of Options granted (except
where the alterations take effect under the existing
terms of the Share Option Scheme);

(b) any alteration to the provisions of the Share Option
Scheme in relation to the matters set out in Rule 17.03
of the Listing Rules to the advantage of grantee;

(c) any change to the authority of the Board or any
person or committee delegated by the Board pursuant
to the Share Option Scheme to administer the day-to-
day running of the Scheme; and

(d) any alteration to the aforesaid alternation provisions.
provided always that the amended terms of the Share

Option Scheme shall comply with the applicable
requirements of the Listing Rules.
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20. Conditions of the Share Option Scheme

The Share Option Scheme shall come into effect on the
date on which the following conditions are fulfilled:

(a)

(b)

the approval of the Shareholders for the adoption of
the Share Option Scheme;

the approval of the Stock Exchange for the listing of
and permission to deal in, a maximum of 400,000,000
shares to be allotted and issued pursuant to the
exercise of the Share Option Scheme in accordance
with the terms and conditions of the Share Option
Scheme;

the commencement of dealing in the shares of the
Company on the Stock Exchange; and

the obligations of the underwriters under the
Underwriting Agreement becoming unconditional and
not being terminated in accordance with the terms
thereof or otherwise.

If the permission referred to in paragraph (b) above is not
granted within two calendar months after the Adoption
Date:

(i)

(i)

(iii)

the Share Option Scheme will forthwith terminate;

any Option granted or agreed to be granted pursuant
to the Share Option Scheme and any offer of such a
grant shall be of no effect;

no person shall be entitled to any rights or benefits or
be under any obligations under or in respect of the
Share Option Scheme or any Option; and

the Board may further discuss and devise another
share option scheme that is applicable to a private
company for adoption by our Company.
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OPTIONS GRANTED UNDER THE SCHEME

Details of the Options granted and outstanding for the six
months ended 30 June 2018, are as follows:

RIBETEIR A RE IR

HZE2018F6 A30H LA A DK HE KA
ITEBBREFBEOT

Number of Options granted: ERHBREHE :
Lapsed or
At1 Granted  Exercised  cancelled At 30 Exercise
Directors & eligible January during during during June Date price  Validity
employees ESRAEKER 2018  theperiod  theperiod  the period 2018 of grant (HKS)  period
Hoo1eE O BRER Hootes AER
181 HRER  BAAE ¥ 6A0B  RHAH (Bm) BXH
Ms. Zhang Weiping  RET XL 20,000,000 - - - 20000000  31/8/2017 139 Please refer to Note
2 below
EPUINGRY)
Mr.ZuoYichen — ETREXE 5,000,000 - - - 5000000 3182017 139 Please refer to Note
2 below
EC IS (Y
Mr. Lam Ngai Lung  #ELE 5,000,000 - - - 5000000 31820171 139 Please refer to Note
2 below
\ SRHT I
Eligile employess A &MREE 5,000,000 - - - 5000000  31/8/2017" 139 Please refer to Note
2 below
LIS i,
Total E 35,000,000 - - - 35,000,000
Notes: (=
(1) The closing price of the shares of the Company immediately before (1) AARKHARBEERTEEBERERNWHE
the grant of such Options was HK$1.39 per share. BER1.39% T ©
(2) (a) 20% of the Options will be vested on the first anniversary of the  (2) (a) 20%HESARBEIGA T BB —R
date of grant and will be exercisable within five years from the FrRGE YRREBEH-—BFEZ
first anniversary of the date of grant. BT AFEANAS ] FITHE o

(b) 20% of the Options will be vested on the second anniversary of (b) 20%HIEERRRE IS A L B 8 s A
the date of grant and will be exercisable within five years from EYARE YRELODEMBAEY
the second anniversary of the date of grant. H#Est RERG A F47E -

(c) 20% of the Options will be vested on the third anniversary of the (c) 20%HIEREENEL BB =R
date of grant and will be exercisable within five years from the EvARE YRELYAHR-BAEY
third anniversary of the date of grant. H#E st RERNE A F77E -

(d) 20% of the Options will be vested on the fourth anniversary of (d)  20%80ESRXHE H N #% B BB A 510 T iR
the date of grant and will be exercisable within five years from FE7AEE WHELSABRUAE Y
the fourth anniversary of the date of grant. HAEEHRE ARG A T/ -

(e) 20% of the Options will be vested on the fifth anniversary of the (e) 20%MIBERR NI L BHR R AR

date of grant and will be exercisable within five years from the
fifth anniversary of the date of grant.

As at the date of this report, the remaining number of
shares available for issue under the Share Option Scheme is
365,000,000 shares, representing approximately 9.08% of the
total issued shares of the Company.
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During the period ended 30 June 2018, no Options were
granted, exercised, cancelled or lapsed under the Share
Option Scheme.

AUDIT COMMITTEE AND REVIEW OF INTERIM FINANCIAL
INFORMATION

The audit committee of the Board has reviewed together
with the management the accounting principles and policies
adopted by the Group and the unaudited interim condensed
consolidated financial statements and the interim report of the
Group for the six months ended 30 June 2018.

CODE ON CORPORATE GOVERNANCE PRACTICES

The Board has committed to achieving high corporate
governance standards in order to safeguard the interests
of shareholders of the Company and to enhance corporate
value and accountability. For the six months ended 30 June
2018, the Company has complied with all the applicable code
provisions set forth in the Corporate Governance Code as set
out in Appendix 14 to the Listing Rules. The Board will continue
to review and monitor the corporate governance practices of
the Company for the purpose of maintaining high corporate
governance standards.

MODEL CODE

The Company has adopted the Model Code as set out in
Appendix 10 to the Listing Rules.

Specific enquiry has been made to all the Directors of the
Company and the Directors have confirmed that they have
complied with the Model Code throughout the six months
ended 30 June 2018.

The Company has also established a code no less exacting
than the Model Code for securities transactions by senior
management who are likely to be in possession of unpublished
price-sensitive or inside information of the Company.
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APPRECIATION

On behalf of the Board, | would like to take this opportunity
to thank our management and the entire staff of the Group
for their loyalty and dedication. | would also like to thank
our shareholders and business partners for their trust and
confidence in the Board and management of the Group. With
the concerted efforts of all staff, | believe the business of the
Group will continue to thrive and generate greater return for our
shareholders.

Li Xuechun
Chairman

Hong Kong, 24 August 2018

*

For identification purpose only
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UNAUDITED INTERIM CONDENSED CONSOLIDATED STATEMENT
OF PROFIT OR LOSS AND OTHER COMPREHENSIVE INCOME

AEBRPHERGEESRAMEENRER

For the six months ended 30 June 2018 @12018¢6F] 30H 1L/~ EA

Six months ended 30 June
EZ6H308 LLEA

Notes 2018 2017

B 5T RMB’000 RMB’000

AR%ETR ARBEFIT

(Unaudited) (Unaudited)

(REBEZ) (REEEZ)

REVENUE I == 4 316,253 254,627
Cost of sales SHE KA (127,708) (88,524)
Gross profit E7 188,545 166,103
Other income and gains B A A R e 4 44,924 67,741
Selling and distribution expenses HE R D HFAX (6,453) (2,773)
Administrative expenses THRAX (54,952) (57,793)
Other expenses, net H At FRR (3,379) (10,721)
Finance costs L DWIN ) 5 (2,356) (631)
Share of loss of an associate DIGEEE N E)EE \ (39) (62)
Fair value gains on investments at fair  RAF{EzF ABRHIRE
value through profit or loss B A AW 10 60,254 —
PROFIT BEFORE TAX BR B4 A= A 6 226,544 161,864
Income tax expense FriefiR 2 7 (5,552) (801)
PROFIT FOR THE PERIOD AR S F 220,992 161,063
OTHER COMPREHENSIVE INCOME/ Hib2mkzs (EE)
(LOSS)
Other comprehensive income/(loss) AEN HL 12 AR E 3T
may be reclassified to profit or loss in iﬁi?ﬁ EE’JATﬁliEW
subsequent periods (net of tax) 2/ (B518) (K FE)
Available-for-sale investments: AHHEERE -
Change in fair value NEEE - 1,203
Reclassification adjustments for gains & A8z 2 B Bk e E 57
on maturity included in profit or loss DR - (111)
- 1,092
Exchange differences on translation MEBINERS 2 EHETE
of foreign operations 12,903 (4,011)
Net other comprehensive income/(loss) EREBRBREHN D
may be reclassified to profit or loss in *EETE E’]Hﬁﬂiﬁﬂﬁl
subsequent periods @/ (B18)F58 12,903 (2,919)
OTHER COMPREHENSIVE INCOME/ HEHEtEERE
(LOSS) FOR THE PERIOD (F58) 12,903 (2,919)
TOTAL COMPREHENSIVE INCOME HE2EWREE
FOR THE PERIOD 233,895 158,144
Profit attributable to: D/(TJTEW&%TWJ :
Owners of the parent DRER A 8 217,914 161,063
Non-controlling interests EHET I 2 3,078 —
220,992 161,063
Total comprehensive income INTEAEEYN=ERE
attributable to:
Owners of the parent REITEEA 230,817 158,144
Non-controlling interests 3F¢ et 3,078 =
233,895 158,144
Earnings per share attributable to BAaEBRERSE AR RMB RMB
ordinary equity holders of the parent: {Elﬂiﬁﬂ ARHE AR
Basic §$ 8 0.05427T 0.04527T
Diluted e 0.05427¢ N/A TiE
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STATEMENT OF FINANCIAL POSITION

UNAUDITED INTERIM CONDENSED CONSOLIDATED

o4

ACEZPHBERRSUBRREK

As at 30 June 2018 7201846 530H

<IN 31 December

2018 2017
20184 20174
6H30H 12H31H
Notes RMB’000 RMB’000
Bt aE AR®T T ARBTT
(Unaudited) (Audited)
(REER) (&%)
NON-CURRENT ASSETS FRBEE
Property, plant and equipment Y - B RE&iE 9 1,212,300 1,066,138
Prepaid land lease payments BN LA ERIEA 356,693 330,957
Goodwill kS 303,937 303,937
Other intangible assets HpEi&EE 4,611 3,380
Investments in associates BaEnmiRE 44,716 36,023
Available-for-sale investment A &R A 10 = 6,000
Equity investment at fair value through BATEF AHMEERK
other comprehensive income AR & 10 8,450 =
Equity investment at fair value through BRATER ABRA RE
profit or loss K& 10 112,774 =
Deposits for acquisition of land use rights WEE LR RE 15,500 15,500
Total non-current assets IERBEELE 2,058,981 1,761,935
CURRENT ASSETS REEE
Inventories =& 1,277 1,351
Trade receivables B 5 W GRIE 11 532 807
Prepayments, deposits and other TERTHIE ~ iRe RHEAE
receivables WsRIE 71,625 31,784
Available-for-sale investments AHHERE 10 - 466,320
Short-term investments measured at fair &R AP EFFABRITEH
value through profit or loss RERE 10 291,454 -
Investment deposits BEGFK 10 - 243,370
Short-term investments measured at RE AT E /R ER
amortised cost & 10 339,430 =
Cash and bank balances e RIRI TR 1,316,368 1,696,278
Restricted bank balances IR HISRITAEER 5,189 20,000
Total current assets MENEEMRIE 2,025,875 2,459,910
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UNAUDITED INTERIM CONDENSED CONSOLIDATED STATEMENT OF FINANCIAL POSITION (Continued)
KB PHERRSHHRRKE)

As at 30 June 2018 7201846 430H

<TG 31 December

2018 2017
20184 20174
6H30H 12A31H
Notes RMB’000 RMB’000
B 5 ARMT T ARET T
(Unaudited) (Audited)
(REEERZ) (&= =%)
CURRENT LIABILITIES REBEE
Deferred revenue EIE W 12A - 321,835
Contract liabilities BHRRE 12B 16,654 -
Other payables and accruals HAt BN IR R ERT & 13 355,470 289,809
Deferred income — current EFEW A — BNER 17,936 17,134
Interest-bearing bank and other FFERITREMEE
borrowings 14 28,761 144,118
Tax payable FERHRIR 1,488 859
Total current liabilities MENR B 420,309 773,755
NET CURRENT ASSETS REEEFE 1,605,566 1,686,155
TOTAL ASSETS LESS CURRENT HEERRBEE
LIABILITIES 3,664,547 3,448,090
NON-CURRENT LIABILITIES FRBEEE
Deferred income — non-current JRIE YA — FERNER 246,571 271,407
Interest-bearing bank and FPERITREMEER
other borrowings 14 30,000 30,000
Total non-current liabilities EmEAERE 276 571 301,407
Net assets BEFE 3,387,976 3,146,683
EQUITY =
Equity attributable to owners of the parent B&FARI#EAE ARG
Share capital %N 15 307 307
Reserves {1 3,263,593 3,025,378
3,263,900 3,025,685
Non-controlling interests eI IR 124,076 120,998
Total equity ke 3,387,976 3,146,683
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UNAUDITED INTERIM CONDENSED CONSOLIDATED

STATEMENT OF CHANGES IN EQUITY
AEBRPHERREESEER

For the six months ended 30 June 2018 %zi201 8¢6H 308 17~ fE A

Attributable to owners of the parent

SARER AR
Available-
for- sale
investment Exchange Non-
Share  Contributed Capital  Statutory  revaluation ~ Retained  fluctuation controlling Total
capital surplus reserve reserve reserve profits reserve Total interests equity
AL ER HERD

BE EGER  HAEE LB HEGRER  BEE it A FARER A
RMBOOD  RMBOOO  RMBOOO  RMBOOO  RMBOOO  RMBOOO  RMBOOD  RMBOOD  RMBOOD  RMBIOOD
AERTT ARETR ARETR ARMTT ARETR ARETR ARMTR ARBTR ARETR  ARMTR

Note 15
k15
t 1 January 2017 20175171 209 160,308 = 467,334 M 967,240 (24290) 1570912 - 1570912
Profit for the period HEER - - - - - 161063 - 161063 - 161063
Other comprehensive ~ HFEM2ENE/(F
income/(loss) for the B):
period:
Change in fairvalue ~ AIHEHEREZATE
of available-for-sale &
investments = = = = 1,203 = = 1,203 - 1,208
Release of reserve upon ARk iH & A 2438
maturly of avallable- BRI
for-sale investments - - - - (1) - - (111) - (111)
Exchange differences ~ BEEEIGNERZE
related to foreign AER
operations - - - - - - (4,011) (4,011) - (4,011)

Total comprehensive 2 /(BB &
incomef(loss) for the &
period - - - - 1,092 161,063 (4,011) 158,144 - 158,144

Capitalisation of share ~ RIVEEER (AL

premium into ordinary

shares 2 - (28) = = = = = = -
Issue of sheres for the  FEERAREE(ERA

Initial Public Offering ~~ BE%E))B1TRR (A

(‘IPO") 70 - 1245683 - - = - 1,245753 - 1,245753
Share issue expense  [RGEER - - (285%0) - - - - (28,530) - (28530)
Contribution from iEYid

shareholder - - 3,525 = = = = 3525 - 3,525
Trangfer from retained ~~ EREHFRT

profits - - - 46,398 - (46,398) - - - -
At 30 June 2017 Ro176A308

(unaudited) (RE2R) 307 160,308 1,220,650 513,732 1,203 1,081,905 (28,301) 2,949,804 - 2,949,804
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UNAUDITED INTERIM CONDENSED CONSOLIDATED STATEMENT OF CHANGES IN EQUITY (Continued)
FiCBHPHERGRSESBBR(E)

For the six months ended 30 June 2018 #; 201846 A30H L7518 A

Attributable to owners of the parent
BATREARL
Fair valug reserve
Available- of financial assets

for- sale atfair vale

investment  through other Exchange Non-
Share Contributed ~ Capital  Statutory Share option revaluation comprehensive  Retained fluctuation controlling
capital  surplus  reserve  reserve  reserve  reserve income profits ~ reserve Total interests

ROVETA
EfidmhE
TtER HeREEL HERS
Rx  REER BABE  AERR RERRR KEGER  OVERR @M i At FERER
RME'000  RMB'OO0  RMB'000  RMB'0O0  RMB'000  RMB'000 RMB'000  RMB'000  RMB'000  RMBE'000  RMB'000
ARRTR ARETT ARMTR ARMTR ARMTR ARRTR  ARMTR ARRTR ARRTR ARBTR ARMTR

Note 15
Hit1s
At 31 December 2017 HO1TE12A31R
(audted) (=) 307 160308 1220650 545873 3,300 320 - 1,148,648 (83721) 3025685 120998 3,146,683
Impact of adopting FOEREHEE
IFRS 9 EHE0 272 - - - - - (320) 2450 30 -0 -
Restated opening balance under ~ REEIREH AL ES)
IFRS 9 FORET 2
&8 307 160308 1220650 545873 3,300 - 2450 1,148,968 (3721) 3028135 120998 3,149,133
Prftfor the period ) - - - - - - L -omse W 2
Other comprehensive income for the  SFA 2N :
period:
Exchange diferences relaied o~ AEEERNEEZ
foreign operations 3= - - - - - - - - 3 12908 - 120
Total comprehensive income for the B2 Ak
period - - - - - - - 1914 12903 230817 3078 233,895
Recogniton of share EANRN AR
based payment expenses FHER - - - - 4,948 - - - - 4,948 - 4,948
Transfer fiom retained profis ERRaERT - - - M - - - (M3 - - - -
At30 Jung 2018 (unauaited) 12018567308
(2% 307 160308 1,220650° 590,174 8,248' - 2450+ 1322581 (40818 3263900 124076 3,367,976

These reserve accounts comprised the consolidated reserves of * ZZEHHEEEFEN201846H30H & H A5 A

RMB3,263,593,000 in the interim condensed consolidated statement REBBARRRA ST B ARES 263,593,000
of financial position as at 30 June 2018. TCHIAR S (i o
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UNAUDHEDINTHWNﬂCONDENSED
CONSOLIDATED STATEMENT OF CASH FLOWS

AEBHPHERRESRERER

For the six months ended 30 June 2018 &, Z£201846 A30H L7518 A

Six months ended 30 June

HZ6H30H LA A
Notes 2018 2017
B RMB’000 RMB’000
AR®T T ARBTT
(Unaudited) (Unaudited)
(REBER) (CREEEZ)
CASH FLOWS FROM OPERATING KETERERERE
ACTIVITIES
Profit before tax R 750 Al A 226,544 161,864
Adjustments for: AT HIEFE :
Finance costs BE R AR 5 2,356 631
Share of loss of an associate DILEEE N F)EE 39 62
Investment income from available- AP ERERRE
for-sale investments and investment FREREWRA
deposits 4,6 - (6,604)
Investment income FERA 4,6 (6,236) —
Other interest income S WA 4.6 (10,222) (4,121)
Fair value gains on investments at fair A FEFABZRENKR
value through profit or loss B A FEYKES 6 (60,254) =
Loss on disposal of items of property, EREWE¥ - WE L& E
plant and equipment, net HEBEFE 6 6 37
Government grants released B B R R T 7 B (25,934) (54,078)
Depreciation e 6 35,783 23,302
Recognition of prepaid land lease RIEF T HEER
payments 6 3,620 1,183
Amortisation of other intangible assets  HAb R & & # 4 6 521 407
Reversal of impairment of other H th e U SR IE R (E B [T
receivables 6 (500) -
Impairment of other receivables H e R IE R B 6 47 =
Share-based payment expense LARR 10 B ERE 2 5 5K A
g 4,948 -
170,718 122,683
Decrease in inventories FERL 101 103
Decrease in trade receivables Z 5 FE Y SRIE R 275 487
Increase in prepayments, TERTRIE -~ ke REM
deposits and other receivables JE W SR IE S AN (29,540) (3,140)
Decrease in other payables H e 5B R T
and accruals BRRL (59,706) (12,761)
Decrease in deferred revenue T RE Y R, (321,835) (257,808)
Increase in contract liabilities e ON=R =il 13,783 =
Decrease in restricted bank deposits R &R TIFEZOR 14,811 -
Government grants received B YR T 45 B 1,900 6,246
Cash used in operations KEMARSE (209,493) (144,190)
Interest income received 2 W F 2 WA 10,222 4,121
Income tax paid B ATSH (4,950) (591)
Net cash flows used in operating KEEBFARERE
activities JFEE (204,221) (140,660)
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UNAUDITED INTERIM CONDENSED CONSOLIDATED STATEMENT OF CASH FLOWS (Continued)
FEBZPHERFSRERER(E)

For the six months ended 30 June 2018 #; 201846 A30H L7518 A

Six months ended 30 June

B Z6H30H IE<EA
2018 2017
RMB’000 RMB’000
AR®T T ARETT
(Unaudited) (Unaudited)
(REEER) (REEZ)
Net cash flows used in KEEBFARERE
operating activities HEE (204,221) (140,660)
CASH FLOWS FROM INVESTING RETEBFESHEESRE
ACTIVITIES
Purchase of items of property, plant BEME  BERE&HE
and equipment BH (1,328) (22,959)
Proceeds from disposal of items of BEYE - BERHRE
property, plant and equipment IH B FT13 3R 14 4
Additions to other intangible assets NBEHMEREE (1,752) (56)
Additions to prepaid land TEf T AR & FRIEE N
lease payments - (141)
Redemption of available-for-sale BRI HEERER
investments and investment deposits & FK - 357,000
Purchase of available-for-sale BEAHLERER
investments and investment deposits & FK - (639,030)
Investment income from available-for-  AI &R E RIREFRK
sale investments and investment FTSIRE A
deposits - 6,604
Investment income received B E WA 6,236 =
Purchase of short-term investments BEERATE ABRET
measured at fair value through profit EMRHRE
of loss (753,300) -
Receipt from maturity of short-term BATEGABRTEN
investments measured at fair value 52 B8 & B HA RO IUR
through profit or loss 929,300 =
Purchase of equity investments at fair B ERAFEABRAN
value through profit or loss RIERE (56,376) —
Acquisition of a subsidiary W iE —EIM B A R (60,260) -
Advance of loans to associates M R RS E R (8,700) (12,709)
Net cash flows from/(used in) WEEESME(FA)
investing activities REeEmnEFHE 53,834 (311,287)
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UNAUDITED INTERIM CONDENSED CONSOLIDATED STATEMENT OF CASH FLOWS (Continued)

FEBZPHERFESRERER(B)

For the six months ended 30 June 2018 & ZE201846 A30H L7~ f& A

Six months ended 30 June

B Z6H30H IE/<EA
2018 2017
RMB’000 RMB’000
AR®T T ARKETTT
(Unaudited) (Unaudited)
(RER) (REEZ)
CASH FLOWS FROM FINANCING BEITDFERERE
ACTIVITIES
Proceeds from issues of shares HERAFEE LB
on initial public offering and an Ae AR M 1 TRR 15 Y
over-allotment option FriS 5078 - 1,245,753
Contribution from a shareholder RFEE - 8,525
Repayment of loans from related parties 1Ei& & H &% - (14,073)
Repayment of loans from the ultimate  EEHRLIZERAFER
holding company - (125,413)
Prepayment for listing expenses TR ERNKIE - (24,160)
Repayment of other loans EEHMER (115,357) =
Interest paid ERFE (27,223) -
Net cash flows from/(used in) in BMEEBAE(FTH)
financing activities BeREF5E (142,580) 1,085,632
NET INCREASE/(DECREASE) IN CASH B4 EBESZEy i/
AND CASH EQUIVALENTS A =8E (292,967) 633,685
Cash and cash equivalents HUBReREEEEY
at beginning of period 1,939,648 964,922
Effect of foreign exchange [ERSETE  FHE
rate changes, net 9,117 (4,230)
CASH AND CASH EQUIVALENTS HMRAERBESEEY
AT END OF PERIOD 1,655,798 1,594,377
ANALYSIS OF BALANCES OF CASH ReERESEEY
AND CASH EQUIVALENTS EER D AT
Cash and bank balances e RIRTTHER 1,316,368 1,372,677
Investment deposits with EERRIRREHEA
original maturity of less than =EARTHREFR
three months when acquired 339,430 221,700
1,655,798 1,594,377
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NOTES TO THE INTERIM CONDENSED CONSOLIDATED
FINANCIAL STATEMENTS

PHBREIRS U B RRME

2.1

CORPORATE AND GROUP INFORMATION

Minsheng Education Group Company Limited (the
“Company”) was incorporated in the Cayman Islands on
13 December 2005 as an exempted company with limited
liability under the laws of the Cayman Islands. The address
of the registered office of the Company is Cricket Square,
Hutchins Drive, P.O. Box 2681, Grand Cayman KY1-1111,
Cayman lIslands.

The Company is an investment holding company. During
the period, the Company and its subsidiaries including
structured entities (collectively referred to as the “Group”)
were principally engaged in the provision of educational
services in the People’s Republic of China (the “PRC”).

BASIS OF PREPARATION

These unaudited interim condensed consolidated financial
statements of the Group for the six months ended 30 June
2018 (the “Period”) have been prepared in accordance
with International Accounting Standard (“lAS”) 34 Interim
Financial Reporting issued by the International Accounting
Standards Board. These financial statements are presented
in Renminbi (“RMB”), and all values are rounded to the
nearest thousand except otherwise indicated.

The accounting policies and basis of preparation used
in the preparation of these unaudited interim condensed
consolidated financial statements are the same as
those used in the Group’s annual consolidated financial
statements for the year ended 31 December 2017, except
for the adoption of the new and revised International
Financial Reporting Standards (“IFRSs”) (which also
include International Accounting Standards (“IASs”) and
Interpretations) as disclosed in note 2.2 below.

These unaudited interim condensed consolidated financial
statements do not include all information and disclosures
required in the Group’s annual consolidated financial
statements, and should be read in conjunction with the
Group’s annual consolidated financial statements for the
year ended 31 December 2017.

2.1

RAREEER

REHBEEABRARUTERAT])
FR2005F12A1BR E M S B B IR &
FRERSEMZMAXLAEREER
NAEle ARBFMPEEEN MU R
Cricket Square, Hutchins Drive, P.O.
Box 2681, Grand Cayman KY1-1111,
Cayman lIslands °

ARABR/BREERATF - REA - K
RAINEMBAR(BEABILEER)
(B ARE]) TENPEARKME
(TP EDREHE R -

mAEE

NE B E £2018F6A30H IE/~ @ A
([HAR ) sz EREEZH HMRARE
SRR BB ER S ERBEEESH
i B e ([EREst &R )E
B4R R IR R B o X E ISR
TUARE(TARY D2 BRIESH
A GRIFMTBSEYNEAAZ&E
TR o

RBIZERICEZ T MR E MW
FKAEANSEECR MR R EEEARE
EHE2017F12A31B L FENEFE
AR ATEREARR - AR
AT R A AE BT B BR B 75 & 22 B ([ B BR
BRBREEL ) (TEEEE g £
([EBREEA ) RZEE)RINHA
TXHizE2. 2 5E) -

ZEARCEZT PGS M BHRERL
PEEFEAERAEBNFEHRE M BRE
REFIMFAEER RIFETE - WREHEARE
EH E2017F12A31B L FENEE
A SRR —OF50E -
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2.2 CHANGES IN ACCOUNTING POLICIES AND

DISCLOSURES

The Group has adopted the following new and revised
IFRSs for the first time for the Period’s financial statements:

IFRS 9 Financial Instruments
IFRS 15 Revenue from Contracts with Customers
IFRIC 22 Foreign Currency Transactions and

Advance Consideration

Classification and Measurement of Share-
based Payment Transactions

Applying IFRS 9 Financial Instruments with
IFRS 4 Insurance Contracts

Amendments to IFRS 2

Amendments to IFRS 4

Clarifications to IFRS 15 Revenue from
Contracts with Customers

Amendments to IFRS 15

Amendments to IAS 40 Transfers of Investment Property
Annual Improvements 2014-  Amendments to IFRS 1 and IAS 28
2016 Cycle

Other than as further explained below, the application
of these new and revised IFRSs in the Period has had
no material impact on the Group’s financial performance
and positions for the current and prior periods and/or
on the disclosures set out in these interim condensed
consolidated financial statements.
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2.2 CHANGES IN ACCOUNTING POLICIES AND
DISCLOSURES (continued)

IFRS 9

IFRS 9 Financial Instruments replaces IAS 39 Financial
Instruments: Recognition and Measurement for annual
periods beginning on or after 1 January 2018, bringing
together all three aspects of the accounting for financial
instruments: classification and measurement; impairment;
and hedge accounting.

(i)

Classification and measurement

Under IFRS 9, debt financial instruments are
subsequently measured at fair value through profit
or loss (“FVPL”), amortised cost, or fair value
through other comprehensive income (“FVOCI”). The
classification is based on two criteria: the Group’s
business model for managing the assets; and whether
the instruments’ contractual cash flows represent
solely payments of principal and interest on the
principal amount outstanding (the “SPPI” criterion).

The new classification and measurement of the
Group’s debt instruments are as follows:

— Debt instruments at amortised cost for financial
assets that are held within a business model with
the objective to hold the financial assets in order
to collect contractual cash flows that meet the
SPPI criterion. This category includes the Group’s
trade receivables, financial assets included in
prepayments, deposits and other receivables, and
short-term investments measured at amortised
cost.

22 B ERREHRKNELE(H)

BB R 75 3R & E R E 99

FL2018451 B 18 3 LA 12 B 44 1Y 4F /Z P
M BRI REERESRemT A
BB ERIEIR LA T A -
ERRiE  EESHMITASHERED
=KRAME : pBERFE  REREHRE
T °

() DHERE=

RIS R iR & R E 5% - &
BemI ABRBEAFEITAR
H((HBAFEFAER]) RE
WRARIEATFEFALMEZE
WE((RAFEF AL EZEK
= |)ET 2 o D58 ThE P W EE £
et REEBTBEEMELE
XN RTEMNEHRERERED
BRAEERSNERABNMNK
([SPPIEE%#]) -

AEBEBIANFHOBENE
LN

- REEFATREENKRI
T ASPPIREM S WIRE N
ENEBEAAFENE R
BERBIHKRARNER
TR HERBREAEE®N
B 5 RWHA - 5 ABRNRK
B e MEMRERFIAEN
T REE RIREHK AR E
MREHRE -
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2.2 CHANGES IN ACCOUNTING POLICIES AND
DISCLOSURES (continued)

22 BFBRRSBBREEZE ()

IFRS 9 (continued) BB B 7 3R & 2E B £ 955 (48

(i) Classification and measurement (continued) () DEREFEE)
Other financial assets are classified and subsequently HhEmEEN»EAREEE
measured as follows: R

Equity instruments at FVOCI with no recycling of
gains or losses to profit or loss on derecognition.
This category only includes equity instruments,
which the Group intends to hold for the
foreseeable future and which the Group has
irrevocably elected to so classify upon initial
recognition or transition. The Group classified its
unquoted equity instruments as equity instruments
at FVOCI. Equity instruments at FVOCI are not
subject to an impairment assessment under IFRS
9. Under IAS 39, the Group’s unquoted equity
instruments were classified as available-for-sale
financial assets.

Financial assets at FVPL comprise derivative
instruments and quoted equity instruments
which the Group had not irrevocably elected,
at initial recognition or transition, to classify at
FVOCI. This category would also include debt
instruments whose cash flow characteristics
fail the SPPI criterion or are not held within a
business model whose objective is either to
collect contractual cash flows, or to both collect
contractual cash flows and sell. Under IAS 39, the
Group’s derivative instruments were classified as
available-for-sale investments.
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2.2 CHANGES IN ACCOUNTING POLICIES AND
DISCLOSURES (continued)

IFRS 9 (continued)

(i)

(ii)

(i)

Classification and measurement (continued)

The assessment of the Group’s business model
was made as of initial application, 1 January 2018,
and then applied retrospectively to those financial
assets that were not derecognised before 1 January
2018. The assessment of whether contractual cash
flows on debt instruments were solely comprised of
principal and interest was made based on the facts
and circumstances as at the initial recognition of the
assets.

With the initial application date of 1 January 2018,
the Group selected not to adjust the comparative
information as at 31 December 2017 and
recognised the transition adjustments, amounting to
RMB2,450,000, against the opening balance of equity
at 1 January 2018.

The accounting for the Group’s financial liabilities
remains largely the same as it was under IAS 39.

Impairment

The Group was required to revise its impairment
methodology under IFRS 9 for each of these classes
of assets. The new impairment model requires the
recognition of impairment provisions based on
expected credit losses model rather than only incurred
credit losses model as is the case under IAS 39. The
impact of the change in impairment methodology on
the Group’s retained earnings as at 1 January 2018
was immaterial.

Hedge accounting

The adoption of hedge accounting requirement of IFRS
9 has no impact on the Group’s interim condensed
consolidated financial statements, as the Group does
not have any hedge instrument.
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2.2 CHANGES IN ACCOUNTING POLICIES AND

DISCLOSURES (continued)

IFRS 15

IFRS 15 supersedes IAS 11 Construction Contracts, IAS
18 Revenue and related interpretations and it applies to
all revenue arising from contracts with customers, unless
those contracts are in the scope of other standards. The
new standard establishes a five-step model to account for
revenue arising from contracts with customers. Under IFRS
15, revenue is recognised at an amount that reflects the
consideration to which an entity expects to be entitled in
exchange for transferring goods or services to a customer.

The standard requires entities to exercise judgement,
taking into consideration all of the relevant facts and
circumstances when applying each step of the model to
contracts with their customers. The standard also specifies
the accounting for the incremental costs of obtaining
a contract and the costs directly related to fulfilling a
contract.

The Group adopted IFRS 15 using the modified
retrospective method of adoption and it elected to
apply that method to only those contracts that were
not completed at the date of initial application. The
comparative information for each of the primary financial
statements would be presented based on the requirements
of IAS 18 and related interpretations.

The Group were principally engaged in the provision of
educational services in the People’s Republic of China (the
“PRC").

The adoption of IFRS 15 has no significant impacts on
the recognition of service income from the provision of
education and boarding services, and has no material
impact on opening balances as at 1 January 2018.
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2.3 ISSUED BUT NOT YET EFFECTIVE IFRSs

The Group has not applied the following new and revised
IFRSs, that have been issued but are not yet effective, in
these interim condensed consolidated financial statements.

IFRS 16
[FRS 17
[FRIC 23
Amendments to IFRS 9

Amendments to IFRS 10
and IAS 28

Amendments to IAS 19
Amendments to IAS 28

Annual Improvements
2015-2017 Cycle

2019

2021

Leases'

Insurance Contract

Uncertainty over Income Tax
Treatments’

Prepayment Features with Negative
Compensation’

Sale or Contribution of Assets between
an Investor and its Associate or Joint
Venture?

Plan Amendment, Curtailment or
Settlement!

Long-term Interests in Associates and
Joint Ventures'

Amendments to IFRS 3, IFRS 11, IAS
12 and IAS 23

Effective for annual periods beginning on or after 1 January

Effective for annual periods beginning on or after 1 January

S No mandatory effective date yet determined but available for

adoption

Other than IFRS 16 as further explained below, the
directors do not anticipate that the application of the new
and revised IFRSs above will have a material effect on the
Group’s consolidated financial statements.

2.3 EEMERTERZERMBEREER

AEENZET ARG E P BRRT
WARERF AT B R E 1 R ERHFTRT
R AENE T BIBR B 75 i o5 R

BB TSRS R S 1657 HET
Jh—k

BB BI S R A7 RERA4P

BRUBRERBRE S FAHEENTET
F23% el

BRI BRE RREN AFEHEZIEHE
(BRIA) T

BRMBEREENE 100 KEZEH L1 A2
MBS ERFE2Y AERRZANE

CHES) EH & E
REITERFISR AT BHEAE

CHES) &
BRRetERFSE  REEAARAED

SCHEN, RO

2015F 2201748z BIRITSRE &R S
FEH# 35 BRI
EREERRLR
R ERE 125
P S-Ep S
2355 25T

v 201951 A1 B3k 2 &R AR & [E B
E2d

2 jA2021F1 18 k2 %588 FE B
E2d

8 (M ARHETE 98 il A2 2 B HAMR AT R AR

R T XAt 2 BB 5 RS R 16
SO - ERTEAHERA LI AT RAEIERT
BB RS LTS HARE 2456
MEBRELEATE -

INTERIM REPORT 2018 FHi# &

107



2.3 ISSUED BUT NOT YET EFFECTIVE IFRSs (continued)

IFRS 16, issued in January 2016, replaces IAS 17 Leases
IFRIC 4 Determining whether an Arrangement contains
a Lease, SIC 15 Operating Leases — Incentives and SIC
27 Evaluating the Substance of Transactions Involving
the Legal Form of a Lease. The standard sets out the
principles for the recognition, measurement, presentation
and disclosure of leases and requires lessees to recognise
assets and liabilities for most leases. The standard
includes two elective recognition exemptions for lessees
— leases of low-value assets and short-term leases. At the
commencement date of a lease, a lessee will recognise
a liability to make lease payments (i.e., the lease liability)
and an asset representing the right to use the underlying
asset during the lease term (i.e., the right-of-use asset).
The right-of-use asset is subsequently measured at
cost less accumulated depreciation and any impairment
losses unless the right-of-use asset meets the definition
of investment property in IAS 40, or relates to a class of
property, plant and equipment to which the revaluation
model is applied. The lease liability is subsequently
increased to reflect the interest on the lease liability and
reduced for the lease payments. Lessees will be required
to separately recognise the interest expense on the lease
liability and the depreciation expense on the right-of-use
asset. Lessees will also be required to remeasure the
lease liability upon the occurrence of certain events, such
as change in the lease term and change in future lease
payments resulting from a change in an index or rate
used to determine those payments. Lessees will generally
recognise the amount of the remeasurement of the lease
liability as an adjustment to the right-of-use asset. Lessor
accounting under IFRS 16 is substantially unchanged
from the accounting under IAS 17. Lessors will continue to
classify all leases using the same classification principle
as in IAS 17 and distinguish between operating leases
and finance leases. IFRS 16 requires lessees and lessors
to make more extensive disclosures than under IAS 17.
Lessees can choose to apply the standard using either a
full retrospective or a modified retrospective approach.
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2.3 ISSUED BUT NOT YET EFFECTIVE IFRSs (continued)

The Group expects to adopt IFRS 16 from 1 January
2019. The Group is currently assessing the impact of
IFRS 16 upon adoption and is considering whether it will
choose to take advantage of the practical expedients
available and which transition approach and reliefs will
be adopted. As disclosed in note 17 to these interim
condensed consolidated financial statements, as at 30
June 2018, the Group had future minimum lease payments
under non-cancellable operating leases in aggregate of
approximately RMB3,649,000. Upon the adoption of IFRS
16, certain amounts included therein may need to be
recognised as new right-of-use assets and lease liabilities.
Further analysis, however, will be needed to determine the
amount of new rights of use assets and lease liabilities to
be recognised, including, but not limited to, any amounts
relating to leases of low-value assets and short-term
leases, other practical expedients and reliefs chosen, and
new leases entered into before the date of adoption.

OPERATING SEGMENT INFORMATION

The Group is principally engaged in the provision of
education services in the PRC.

IFRS 8 Operating Segments requires operating segments
to be identified on the basis of internal reporting about
components of the Group that are regularly reviewed by
the chief operating decision maker in order to allocate
resources to segments and to assess their performance.
The information reported to the directors, who are the chief
operating decision makers, for the purpose of resource
allocation and assessment of performance does not
contain discrete operating segment financial information
and the directors reviewed the financial results of the
Group as a whole. Therefore, no further information about
operating segments is presented.
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NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (Continued)

PRI AR S R B Mk b 5L (#8)

3. OPERATING SEGMENT INFORMATION (continued)

Geographical information

During the reporting period, the Group operated within
one geographical region because all of its revenue
was generated in the PRC and over 90% of its long-
term assets/capital expenditure were located/incurred
in the PRC. Accordingly, no geographical information is
presented.

Information about major customers

No revenue from a single customer contributed 10% or
more of the total revenue of the Group during the reporting
period.
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NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (Continued)

REVENUE, OTHER INCOME AND GAINS

Revenue represented the value of services rendered
during the Period.

An analysis of revenue, other income and gains is as
follows:

4.

PRBRRS Y I RRMEE(E)

sk ~ EaUBAR K
Wes e BRI PTIR RIS RO B (E

AW
N

H Al U A R e zs 69 5 A7 40

Six months ended 30 June

B Z6H308 LL<EAH
2018 2017
RMB’000 RMB’000
AR®T T ARETT
(Unaudited) (Unaudited)
(REER) (REEEZ)
Revenue from contracts with customers ZEF& &)Uz
Tuition fees 28 291,430 236,212
Boarding fees FEEE 24,823 18,415
316,253 254,627
Other income and gains H U AR s
Investment income from available-for-sale At HERE RIKEFRZ
investments and investment deposits TERA - 6,604
Investment income ZE WA 6,236 =
Other interest income H b A BULA 10,222 4,121
Net rental income M WA F5E 519 593
Government grants IR T e
- Related to assets —BEME 9,262 4,656
— Related to income — I A KBRS 16,672 49,422
Others HAth 2,013 2,345
44,924 67,741

The government grants were related to the subsidies
received from the local government for the purpose
of compensating the operating expenses arising from
the schools’ teaching activities and expenditures on
teaching facilities. There are no unfulfilled conditions
or contingencies relating to such government grants
recognised.

BT il i S BARH B R B) e M BRI
FXELNKEEERAEMER SR
ISR BN ERE - RS ERBUA
70 U 0 AT B O SR A IR B R AR
=Rl
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NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (Continued])
PRI AR S R B Mk b 5L (#8)

5. FINANCE COSTS 5. BERAE

Six months ended 30 June
EZ6H308 LB A
2018 2017
RMB’000 RMB’000
ARBTT AREETTT
(Unaudited) (Unaudited)
(REEXR) (REEEZ)

Interest on loans from the ultimate holding & B &&IEI AR M EFES

company and related parties K ERHFE - 491
Interest on bank loans and other loans RITEREEMERF S 2,356 140
2,356 631
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NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (Continued)
PHBRGRSUBERRME(E)

6. PROFIT BEFORE TAX 6. BRBIADEF
The Group’s profit before tax is arrived at after charging/ REEBRBADRFITIHER, (GEA T
(crediting): BIRBERN

Six months ended 30 June
HZE6H30H 1L/~ fEA
2018 2017
RMB’000 RMB’000
AR¥TR ARETT
(Unaudited) (Unaudited)
(REEXR) (R TEZ)

Depreciation e 35,783 23,302
Amortisation of other intangible assets HittmEEEEH 521 407
Minimum lease payments under KREHENRIEES

operating leases 3,675 3,451
Recognition of prepaid land RIE LA ERIE

lease payments 3,620 1,183
Auditor’s remuneration BB & 1,000 2,022
Employee benefit expense EERAMAX(TBREES

(excluding directors’ remuneration): B ) :

Wages and salaries TERES 58,583 42,283

Equity-settled share option expense NEREENERERS 270 -

Pension scheme contributions RREsEIHR(REHK

(defined contribution schemes) FTE) 20,726 13,736

Foreign exchange differences, net HIE N ERE 1,283 9,096
Reversal of impairment of other receivables H b & Y 3k 78 &l (B £ O] (500) —
Impairment of other receivables H At fEWRIE R E a7 —
Investment income from available-for-sale  AJ{ftHERE RIFEFRZ

investments and investment deposits "EWA - (6,604)
Investment income TERA (6,236) —
Other interest income H A A S U A (10,222) (4,121)
Fair value gains on investments at fair BATEFABENRED

value through profit or loss AN EYE 60,254 =
Loss on disposal of items of property, BEME  HEMEKHEIEE

plant and equipment, net EEFE 6 37
Donation expense B 1,029 600
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NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (Continued)
PHBRRSUBERRME(E)

7. INCOME TAX 7. FiE®i

Six months ended 30 June
HZ6H30H 1L /<@ A
2018 2017
RMB’000 RMB’000
AR¥TR ARETT
(Unaudited) (Unaudited)

(REFR) (REER)

BIH— B
HI R

Current — Mainland China
Charge for the period

5,552 801

The Group is subject to income tax on an entity basis on
profits arising in or derived from the jurisdictions in which
members of the Group are domiciled and operate.

The Company, Minsheng Education Company Limited,
Minsheng Education Services Company Limited, Minsheng
Education Development Company Limited, Minsheng
Vocational Education Company Limited and Minsheng
Secondary Education Company Limited, which were
incorporated in the Cayman Islands, are not subject to
income tax.

Minsheng Education Development (Hong Kong) Company
Limited and Hong Kong College of Technology and
Business Limited, which were incorporated in Hong Kong,
were subject to profits tax at the rate of 16.5% on the
estimated assessable profits arising in Hong Kong during
the Period.

No provision for Hong Kong profits tax has been made
as the Group had no assessable profits derived from or
earned in Hong Kong during the Period.
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INCOME TAX (continued)

Pursuant to the PRC Corporate Income Tax Law and the
respective regulations, except for the preferential tax rate
of 15% under the Western Development Tax Incentive
Scheme available to Chongging Li'ang Education Services
Company Limited and Chongging Pass Education Services
Company Limited, the companies of the Group which
operate in Mainland China are subject to Corporate
Income Tax (“CIT”) at a rate of 25% on their respective
taxable income.

According to the Implementation Rules for the Law
for Promoting Private Education (the “Implementation
Rules”), private schools, whether requiring reasonable
returns or not, may enjoy preferential tax treatments.
Private schools from which the school sponsors do not
require reasonable returns are eligible to enjoy the same
preferential tax treatment as public schools. It is stated in
the Implementation Rules that the relevant authorities under
the State Council may introduce preferential tax treatments
and related policies applicable to private schools requiring
reasonable returns. During the Period and up to the date
of this report, no separate policies, regulations or rules
have been introduced by the authorities in this regard.
In accordance with the historical tax returns filed to the
relevant tax authorities and the confirmation obtained
therefrom, the Group’s schools which require reasonable
returns did not pay corporate income tax and had enjoyed
the preferential corporate income tax exemption treatments
in 2018.
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NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (Continued)

PRI AR S R B Mk b 5L (#8)

8. EARNINGS PER SHARE ATTRIBUTABLE TO ORDINARY
EQUITY HOLDERS OF THE PARENT

The calculation of basic earnings per share is based on
the profit for the Period attributable to ordinary equity
holders of the parent, and the weighted average number
of ordinary shares in issue, during the six months ended
30 June 2018.

The calculation of the diluted earnings per share is based
on the profit for the Period attributable to ordinary equity
holders of the parent, adjusted to reflect the share option,
where applicable (see below).

The calculations of basic and diluted earnings per share
are based on:

BRAAEBERESKEABEERAER

HRREARZF TR EE Z=201846 30
BIENEAB AR ERESIZEAR
1 HARE S B M B 317X B AR hkE SE E
FTE o

BEEERNIRIER Tiﬁﬂxf”*
A ARGHEENTE - LIEHAE
DA B B i oA (111388 ) (ﬁTX)

BREAREERN 2 AETIRE

Six months ended 30 June
B Z6H30H LA
2018 2017
RMB’000 RMB’000
AR%ETR ARET T
(Unaudited) (Unaudited)
(REER) (RE&EZ)

Earnings BF|

Profit attributable to ordinary equity holders R E+E FALEA & #E
of the parent, used in the basic and B2 G RREBRER

diluted earnings per share calculations A AR

217,914 161,063

Number of shares
R EE
Six months ended 30 June
HZ6H308 LL~EA
2017

Shares &)

Weighted average number of ordinary BRI E SRR EARZF
shares in issue during the period used in  ZHIKRNE /7L

the basic earnings per share calculation ~ FH

ek

4,017,720,000 3,560,024,530

Effect of dilution-weighted average number T%%?éa 3w AR I

of ordinary shares:

share options A e 6,234,118 =
Weighted average number of ordinary R EGREE RN 2 5

shares in issue during the period used in ~ ANE Z17E @& 10 F15

the diluted earnings per share calculation £

4,023,954,118 N/A @A
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10.

NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (Continued)

PROPERTY, PLANT AND EQUIPMENT

During the six months ended 30 June 2018, the Group
acquired assets with a cost of RMB50,421,000 (six months
ended 30 June 2017: RMB12,616,000) as additions to
property, plant and equipment, including construction
in progress of RMB33,248,000 (six months ended 30
June 2017: RMB946,000), and acquired property, plant
and equipment by acquisition of a subsidiary with a cost
of RMB131,544,000 (six months ended 30 June 2017:
nil), including construction in progress of RMB6,305 (six
months ended 30 June 2017: nil).

Assets with a net book value of RMB20,000 were disposed
of by the Group during the six months ended 30 June 2018
(six months ended 30 June 2017: RMB41,000), resulting in
a net loss on disposal of RMB6,000 (six months ended 30
June 2017: net loss of RMB37,000).

OTHER INVESTMENTS

PRBRRS Y I RRMEE(E)

M BERRE

R E £2018%6 8308 (E/N @ A » &
& B LA AN A R ¥50,421,00070( &
F2017F6A30H L XA A : AR
12,616,0007C) WIE B EAREME -
BELZE PREREEIRBARY
33,248,0007T( & £201746 A308 1=
AN E A AR #946,0007T ) ¢ I &
BLARK AR A R #131,544,0007T( & &
20176 308 (LA A « ) UiE —
FRBRARIAEME  BERERE &
FEEETEARKG,3057T (& £2017
F6A30HLEAMEA : ) -

REZE20185F6 8308 [ENAAR - A&
B & R EDF (B A R 20,0007t K B
E(EHZE2017F6A308 IL/XEA : A
R#41,0007T) ' SRSHEFEEAR
#6,0007T (k= 201746 H30H 1L 7~ 1
A FEEAR37,0007T) °

0. HiiRE

<TG 31 December

2018 2017
20184 20174
6H30H 12A31H
RMB’000 RMB’000
AR¥T T AREFT
(Unaudited) (Audited)
(REER) (= %)
Current assets mENEE
Short-term investments measured at EATHARFTEMNEHRE
— Amortised cost (i) — B ERCN () 339,430 =
— Fair value through profit or loss (ii) —RAFEF AE () 291,454 -
Investment deposits (i) WEFG) - 243,370
Available-for-sale investments (ii) Al SR E (i) — 466,320
630,884 709,690
Non-current assets EmBEE
Equity investment measured at BUAT ARG ENREAKE
— Fair value through other comprehensive —1RAFEFAEMEE
income (iii) U 25 iii) 8,450 =
— Fair value through profit or loss (iv) —RATEFAERE(V) 112,774 -
Available-for-sale investment (iii) At B SR & (i) - 6,000
121,224 6,000

INTERIM REPORT 2018 HrEi#R &

117



10. OTHER INVESTMENTS (continued)

(i)

(ii)

Short-term investments measured at amortised cost

Short-term investments measured at amortised cost are
wealth management products with guaranteed returns.
They are denominated in RMB. The investments are
held for collection of contractual cash flows and the
contractual cash flows of these investments qualify for
solely payments of principal and interest, and hence
they are measured at amortised cost. None of these
investment are past due.

Upon the adoption of IFRS 9, the Group has
reclassified investment deposits to short-term
investments measured at amortised cost.

Short-term investments measured at fair value
through profit or loss

Short-term investments measured at fair value
through profit or loss are wealth management
products with an expected rate of return ranging from
3.2% to 4.3% per annum for the Period. They are
denominated in RMB. The return on all of these wealth
management products is not guaranteed, and hence
their contractual cash flows do not qualify for solely
payments of principal and interest. Therefore, they are
measured at fair value through profit or loss. None of
these investments are past due. The fair values are
based on cash flow discounted using the expected
return based on management judgement and are
categorized within level 3 of fair value hierarchy.

Upon the adoption of IFRS 9, the Group has
reclassified available-for-sale investments to short-
term investments measured at fair value through profit
or loss.
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NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (Continued)

10. OTHER INVESTMENTS (continued)

(iii) Equity investment at fair value through other
comprehensive income

Equity investment at fair value through other
comprehensive income comprises unlisted security.
The fair value of the unlisted security is measured
using a valuation technique with unobservable inputs
and hence categorized within level 3 of the fair value
hierarchy.

Upon the adoption of IFRS 9, the Group has
reclassified available-for-sale investment to equity
investment at fair value through other comprehensive
income.

(iv) Equity investment at fair value through profit or
loss

Equity investment at fair value through profit or loss
represents a listed security. The fair value of the listed
security is determined based on the closing prices
quoted in active markets. It is accounted for using
its fair value based on quoted market prices (level 1:
quoted price (unadjusted) in active markets) without
deduction for transaction costs.

(v) Fair value gains on investments at fair value
through profit or loss

PRBRRS Y I RRMEE(E)

10. HRE (&)

(i) # 2 -FEFGARMEEH KK
rRE

BT AR ARM 2 E RS
AREBEIFLMEST LD
BEORFETIARATIHRER
SLBNHETENE BMBR
RNFERBRHE=MR

A BR 4 B IR B 75 3R & Al F95%
‘B AKHECHAHLERES
MoRERAFEFAEMEZR
Wt R AR E o

(iv) ZBR-FEGABZIIKRERE

BAVEFABENRAKREE
tHESH - EMESFNRFET
ERNEBRMIZRMEEE - lRA
REDERERT S RE(E —
A RBRTISMECRERE))E
BHREMBRZRAH A FE
N

(v) BAFEABZRERRF
=L

Six months ended 30 June
EZ6H308 LLEA

2018 2017
RMB’000 RMB’000
ARBT T ARBTTT
(Unaudited) (Unaudited)

(REFR) (REEER)

Fair value changes on equity
investment at fair value through B A B F

BAHER ABRSNBRARE

profit or loss 52,644 -
Fair value changes on short-term BAFEFABREEIRE
investment at fair value through NS L=k
profit or loss 7,610 -
60,254 =
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NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (Continued)
PHBRRSUBERRME(E)

11.

TRADE RECEIVABLES

1. ESEWRKIE

Trade receivables 5 WA

<[V 31 December
2018 2017
20184 20174
6H30H 12H31H
RMB’000 RMB’000
ARMT T AR®ET T
(Unaudited) (Audited)
(REEZ) (1R FEZ)
532 807

The students of schools under the Group are required
to pay tuition fees and boarding fees in advance for
the upcoming school year, which normally commences
in September. The outstanding receivables represent
amounts related to students who have applied for the
delayed payment of tuition fees and boarding fees.
There is no fixed term for delayed payments. The Group
seeks to maintain strict control over its outstanding
receivables to minimise credit risk. Overdue balances
are reviewed regularly by senior management. In view
of the aforementioned and the fact that the Group’s
trade receivables relate to a large number of diversified
students, there is no significant concentration of credit
risk. The Group does not hold any collateral or other credit
enhancements over its trade receivable balances. Trade
receivables are non-interest-bearing.
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11.

NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (Continued)

TRADE RECEIVABLES (continued)

An ageing analysis of the trade receivables as at the end
of the reporting period, based on the transaction date and
net of provisions, is as follows:

PRBRRS Y I RRMEE(E)

. BEZRWFEIE(E)

HEREHER - 125 B H RN
HEE - B 5 RBKRIEN BRE 547 40
T

<ITHEW 31 December

2018 2017

20184 20174

6H30H 12H31H

RMB’000 RMB’000

ARMTF T ARBTT

(Unaudited) (Audited)

(REER) (&EZ)

Within 1 year —FRX 189 584
1 1o 2 years —EWF 233 201
2 to 3 years N2 = 98 10
Over 3 years =FALE 12 12
532 807

Receivables that were past due but not impaired relate to
a number of independent students who are in temporary
financial difficulties. Based on the individual assessment,
the directors are of the opinion that no provision for
impairment is necessary given the various efforts of these
students to raise funds.

12A.DEFERRED REVENUE

BB HME R E R W IRE S 2 A B
RN B L 2EER o RIBE LT
ft EEARAELZELRERE -
ERRERACFHREB HENSE

12A. B SE W 52

KN 31 December

2018 2017

20184 20174

6H30H 12H31H

RMB’000 RMB’000

ARBT T ARBTFTT

(Unaudited) (Audited)

(REER) (& E=Z)

Tuition fees 28 - 291,710
Boarding fees FEE - 30,125
- 321,835

Upon the adoption of IFRS 15, the Group has reclassified
deferred revenue to contract liabilities (note 12B).

RN B B B 75 sk &5 X B 551557 1% -
AEEDKEERSEFDEEZANE
& (HizE12B) ©
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NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (Continued)
PHBRRSUBERRME(E)

12B.CONTRACT LIABILITIES

13.

12B. 5N A&

<IN 31 December

2018 2017

20184 20174

6H30H 12H31H

RMB’000 RMB’000

ARMTF T ARETT

(Unaudited) (Audited)

(REEX) (e&EZ)

Tuition fees Bz 8,356 —
Boarding fees FEE 8,298 =
16,654 -

The students are entitled to the refund of payments in

proportion to the service not yet provided.

During the Period, revenue recognised that was included
in the contract liabilities at the beginning of the Period was

RMB313,831,000.

OTHER PAYABLES AND ACCRUALS

B A R R TR T A0 L (1

HiR - REIER L A G WA EMNK
= ARY313,831,0007T ©

13. HtEENRERETE A

<VNITH N 31 December

2018 2017
20184 20174
6H30H 12H31H
RMB’000 RMB’000
AR%TR ARETT
(Unaudited) (Audited)
(REEEZ) (&EZ)
Accrued bonuses and other employee FERTTEAL R H At {8 B 42 7
benefits 29,679 24,614
Payables for catering services JFEH B R BR 7S 518 5,178 6,970
Payables for purchase of property, plant B E¥¥ - FE M ZED
and equipment i ANESE 49,093 65,057
Payables for management fee EBBENIE 24,065 32,364
Miscellaneous expenses received from BN 22 A ) R TR B S
students (note (i)) CGEIO) 38,132 25,124
Other tax payable H AR IE 1,872 2,605
Payables for purchase of a subsidiary U B8 — FEIFfY BB 2 R P 3R 0B 91,730 -
Payables for audit fee T BRAEMNFIE 1,000 2,250
Payables for interest FEASTFI B, 6,986 32,309
Other payables H At &< FRIE 107,735 98,516
355,470 289,809

Other payables are non-interest-bearing and repayable on

demand.

Note (i):

The amount represents the miscellaneous expenses

received from students which will be paid out on behalf of

students.
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NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (Continued)
PRBRRS Y I RRMEE(E)

14. INTEREST-BEARING BANK AND OTHER BORROWINGS 14. :t 2B TREMES

30 June 2018 31 December 2017
2018%6A30A 2017F12A31R
Effective Effective
interest interest
rate (%) Maturity RMB’000 rate (%) Maturity RMB'000
ERRFIE(%) BE  ARBTR EGEESED) 38 ARBTT
(Unaudited) (Audited)
(REER) (B&%)
Current EDER
Bank loans - unsecured PITER - EER - 5.2-12.0 2018 29,000
Current portion of long-term bank
loans - secured RAFTEFMBSEDS - FiEA 8.3 2018 20,250 8.3 2018 40,500
Other loans — unsecured Hi & —EE A 15.0-24.0 2018 8,511  15.0-24.0 2018 74,618
28,761 144,118
Non-current FEEDHR
Government loans - secured B ER—BHER 1.2 2032 30,000 1.2 2032 30,000
30,000 30,000
58,761 174,118
KN 31 December
2018 2017
20184 20174
6H30H 12H31H
RMB’000 RMB’000
AR®T T AR¥FTT
(Unaudited) (Audited)
(REEX) (T =Z)
Analysed into: DT
Bank loans: RITER
Within one year or on demand — & 7 N EK 20,250 69,500
Other borrowings repayable: HihfEEEER :
Within one year or on demand —F 2 AFIRERK 8,511 74,618
Government loan: BNER :
Beyond five years tBiE A F 30,000 30,000

58,761 174,118
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NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (Continued)

PRI AR S R B Mk b 5L (#8)

14. INTEREST-BEARING BANK AND OTHER BORROWINGS 14. stESRITREMEE(E)

(continued)

Notes: B 5E

(a) Certain of the Group’s bank loans and government loan are (a)
secured by the Group’s certain property, plant and equipment
and certain leasehold land, which had an aggregate carrying
value at the end of the reporting period of approximately
RMB281,616,000 (31 December 2017: RMB284,375,000).

(b) All borrowings are in RMB. (b)

(c) The Group’s other loans are unsecured, bear interest at rates (c)
ranging from 15.0% to 24.0%, and are repayable in one year.

15. SHARE CAPITAL 15. IR
Shares V. avia

AEBEHETRITERRBRFERHA
SEETYE BEIREBARETHE
B+ IR R - RS ARARE
B4 B ARKE281,616,0007T(2017F12
A318 : AR#284,375,0007T) °

AETIHRARE -

AEEEMERBERR AN F
15.0%%E24.0% * AR —FREE -

<[ 31 December

2018 2017
20184 20174
6H30H 12H31H
RMB’000 RMB’000
AR®T T ARBTT
(Unaudited) (Audited)
(REEX) (EZ)
Authorised: ERE
10,000,000,000 ordinary shares of 1201856 H30H /Y
US$0.00001 each as at 30 June 2018 10,000,000,000/% &A%
(31 December 2017: 10,000,000,000 E50.00001 25 7T 4 & 3
ordinary shares) i (2017128318 :
10,000,000,0000% & 38
%) 747 747
Issued and fully paid: ERTRAZRERR
4,017,720,000 ordinary shares 1201856 H30H /Y
as at 30 June 2018 4,017,720,0000% &
(31 December 2017: 4,017,720,000 AR (20174128318 -
ordinary shares) 4,017,720,0000% I @A%) 307 307
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16. BUSINESS COMBINATION

On 2 May 2018, the Group acquired 100% of equity
interest in Shiji Kuangao (Beijing) Investment Management
Co., Ltd. (“Shiji Kuangao”) and 100% school sponsor’s
interest in Shouguang Bohai Experimental School (“Bohai
Experimental School”). Shiji Kuangao was an investment
holding company and Baohai Experimental School was
principally engaged in the provision of high school
educational services in the PRC. The acquisition has been
accounted for using the acquisition method. The interim
condensed consolidated financial statements include the
results of Shiji Kuangao and Bohai Experimental School for
the two — month period from the acquisition date.

The fair values of the identifiable assets and liabilities of
Shiji Kuangao and Bohai Experimental School as at the
date of acquisition were as follows:

16.

EBaot

M20185F5H2H - AEBREHELE
BtR)EEEBERAR(THAR
B DR100%RERS LD EERER
([HBERER ) H100%2 it & #
W HEERRA—RIREERAR - 3
BEBRERANEFENFERESTHE
BR7S o sZWIBETEAB EAALR - 2%
FHIBBRG AV EREREBELES

DEERER B UEE B R MRIE A
EBEMWAENA -

R B ERBRNUE B HR
wRlBERBBENRFENT

Fair value recognised
on acquisition

B R R AT E
Note RMB’000
Bt aE AREFT
(Unaudited)
(REEEZ)
Property, plant and equipment Y% - B RE 9 131,544
Prepaid land lease payments TR TR EFIE 28,919
Inventories 7E8 27
Prepayments, deposits and other receivables TR RIE -~ 2e R EMEKGRIE 3,809
Cash and bank balances W& RIRITHEER 3,740
Contract liabilities AHEE (2,871)
Other payables and accruals Hi e RIE R ERTE A (9,411)
Tax payable FERI 718 (27)
Total identifiable net assets at fair value AIARIFEERRE  IRATE 155,730
Satisfied by cash LAIR & = A-F 64,000
Consideration payable FERIRAE 91,730
155,730
Analysis of cash flows on acquisition: RWESENRSREDN ¢

Net cash acquired with the subsidiary WM B A ARSI FEGIAR
(included in cash flows from investing activities) E/ESFBHREEHRE) 3,740
Cash paid BEfEE (64,000)
Net cash flow on acquisition WEEENR S REFE (60,260)
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NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (Continued)
PHBRRSUBERRME(E)

16.

17.

BUSINESS COMBINATION (continued)

The purchase price allocation of Shiji Kuangao and
Bohai Experimental School is still preliminary, pending
the finalisation of valuation of certain property, plant and
equipment and prepaid land lease payments, and the
determination of the tax basis of the assets and liabilities

acquired.

From the date of acquisition, Bohai Experimental School
and Shiji Kuangao contributed RMB2,422,000 to the
Group’s revenue and caused a loss of RMB1,125,000 to
the consolidated profit for the period ended 30 June 2018.

OPERATING LEASE ARRANGEMENTS

(a) As lessor

Group

The Group leases certain buildings under operating
lease arrangements, with leases negotiated for terms
ranging from one to five years. The terms of the leases
generally also require the tenants to pay security
deposits and provide for periodic rent adjustments

16. B &0 (H)

Wit Em B ERPROERD
BADEREEE - AfFTKETY
% BELRiELRIEN L HEFIRN
e - AREEMEBEERBEND
Hig - KRR -

BEBHILAR - S ERERREL
o ANEBEE201846 308 (HH
B Bz A R #2422 0007T K B 2
iR R A E B ARY1,125,0007T ©

17. EEHERH
(a) ERHEA

A&

AEERBLEHELHHES
TEF HEBER—FE2R
FoHERR-—REFBEEHN
EfZE  YREEETREH

according to the then prevailing market conditions.

At the end of the year/Period, the Group had total
future minimum lease receivables under non-
cancellable operating leases with its tenants falling

due as follows:

RE /R AEBEREBEEAR
TR N5 B HA R HR 69 S °] fB 8
KEHERKMWARZERS R
IR

<VNITHEW 31 December

2018 2017

20184 20174

6H30H 12H31H

RMB’000 RMB’000

AR®T T AREFT

(Unaudited) (Audited)

(REER) (e&Ez)

Within one year —FRX 413 590
In the second to fifth years, inclusive F_-_EFHF  BEWE

BREEA 72 10

485 600
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NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (Continued)

17. OPERATING LEASE ARRANGEMENTS (continued)

(b) As lessee

Group

The Group leases certain of its buildings under
operating lease arrangements. Leases for buildings
were negotiated for terms ranging from one to two
years. At the end of the year/Period, the Group had
total future minimum lease payments under non-
cancellable operating leases falling due as follows:

17.

PRBRRS Y I RRMEE(E)

KREHERHE(E)
(b) 1EBEKA

A&

AEERBEKEHELHBERSE
TEF BFHOEPHERS =
ME - RF R NEERE
R ZI B I E HA B 1 AT BEE A
HERNORKKERSEEN
T

<NITHEW 31 December

2018 2017
20184 20174
6H30H 12H31H
RMB’000 RMB’000
ARMTF T AREET T
(Unaudited) (Audited)
(REER) (&= =Z)
Within one year —FR 3,649 2,372
In the second to fifth years, inclusive F-ZFAHF  BREWF
BIEEA - 276
3,649 2,648
18. A&iE

18. COMMITMENTS

In addition to the operating lease commitments detailed
in note 17 (b) above, the Group had the following capital
commitments at the end of the reporting period:

B = SCBf 5E17(o) BT 55 sl A 48 &5 A &
BN REERHRE RN E RAELN
T~

<[NITHEW 31 December

2018 2017
20184 20174
6H30H 12H31H
RMB’000 RMB’000
ARMT T AREET T
(Unaudited) (Audited)
(REER) (&= =%)
Contracted, but not provided for: EHESEES T

Equipment RS 10,683 7,653
Buildings BF 131,998 19,364

Loans committed to an associate ) —fEEEE R FEER
&0 - 8,359
Acquisition of a private school U B — FT R B EBAR 500,000 500,000
642,681 535,376

At the end of the reporting period, the Group did not have
significant capital commitments that were authorised but

not contracted for (2017: Nil).

RBERR  AEEAEBAEKEE
RETHIH)BEAESE (20174 : ) ©
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NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (Continued)
PHBRRSUBERRME(E)

19. RELATED PARTY TRANSACTIONS 19. FELRS
(a) In addition to the transactions detailed elsewhere in (a) BRABA RS Rk E b3 5 BT aF il &9
the financial statements, the Group had the following RSN AREBTHREHEBER
transactions with related parties during the Period: ETUTRS

Six months ended 30 June
EZ6H308 LB A
Note 2018 2017
BitaE RMB’000 RMB’000
ARMT T AR®ET T
(Unaudited) (Unaudited)
(REEXR) (OREEZ)

Interest expense to: EBETIREFE
BX:

Honest Cheer Investments Limited — #iHEEBR AT - 439
UCMG Management Limited sEEREIPR B IR A A - 32
Yangguang Healthcare Group BhrBEEEERR

Company Limited NS - 2
Yangguang Healthcare Education ShEEXEER

Company Limited NG - 2
Yangguang Healthcare Education EhBEHE (BH)

(Hong Kong) Company Limited BRAA - 2
Yangguang Healthcare Company 5 B AR AR

Limited - 12
Yangguang Healthcare (Hong Kong) Xt EE(ESE)

Company Limited BIRAR] - 2

- 491
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NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (Continued)

19. RELATED PARTY TRANSACTIONS (continued)

(b) Compensation of key management personnel of the
Group:

PRBRRS Y I RRMEE(E)

19. BEAR S ()
(b) AEEXTEEEABNTH -

Six months ended 30 June
HZ6H308 ILL~EA

2018 2017
RMB’000 RMB’000
AR¥TR ARETT
(Unaudited) (Unaudited)

(REEEK) (REFEZ)

Salaries, allowances and benefits e ERREYA =
in kind 6,260 5,173
Equity-settled share option expense  MRRIEAZEREERIESH 4,678 -
Pension scheme contributions RIREFTEIHEFR 30 45
10,968 5,218

20. FAIR VALUE AND FAIR VALUE HIERARCHY OF
FINANCIAL INSTRUMENTS

The carrying amounts and fair values of the Group’s
financial instruments, other than those with carrying
amounts that reasonably approximate to fair values, are as
follows:

20. ESMITANAFERAFERER

AEEemTAREEEAFESE
HEERINNERERAFEDT

30 June 2018

20186 H30H
Carrying
amounts Fair values
AREE AFHE
RMB’000 RMB’000
AR®T T AR®T T
(Unaudited) (Unaudited)
(REER) (RER)
Equity investment at fair value through BATEF ABRHRER
profit or loss & 112,774 112,774
Equity investment at fair value through BATEF AEMEE RS
other comprehensive income AR EIR A 8,450 8,450
Short-term investments measured at fair BRATEFABRTENE
value through profit or loss B & 291,454 291,454
412,678 412,678
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NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (Continued)

PRI AR S R B Mk b 5L (#8)

20. FAIR VALUE AND FAIR VALUE HIERARCHY OF
FINANCIAL INSTRUMENTS (continued)

20. ERMTANAFERAFEERE)

31 December 2017
201712 H31H

Carrying
amounts Fair values
AREE ~NEE
RMB’000 RMB’000
ARETT AERBTFT
(Audited) (Audited)
(f8 &%) (F82&%)

Available-for-sale investments-wealth AEHERE B ER

management products 466,320 466,320

Management has assessed that the fair values of cash
and bank balances, restricted bank balances, short-term
investments measured at amortised cost, financial assets
included in prepayments, deposits and other receivables,
trade receivables, financial liabilities included in other
payables and accruals, and interest-bearing bank and
other borrowings (current) approximate to their carrying
amounts largely due to the short term maturities of these
instruments.
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20. FAIR VALUE AND FAIR VALUE HIERARCHY OF
FINANCIAL INSTRUMENTS (continued)

The fair values of the financial assets and liabilities are
included at the amount at which the instrument could be
exchanged in a current transaction between willing parties,
other than in a forced or liquidation sale. The following
methods and assumptions were used to estimate the fair
values:

(a)

(b)

Financial instruments in level 1

The fair values of listed equity investments are
determined based on closing prices quoted in active
markets. They are accounted for using their fair
value based on the quoted market prices (level 1:
quoted price (unadjusted) in active markets) without
deduction for transaction costs.

Financial instruments in level 3

The fair values of unlisted equity investments have
been estimated using a comparable transactions
approach. Major assumptions used in the valuation
include equity interests in the similar publicly traded
companies and other exposure, etc. The fair value
of the equity investments in unlisted companies
determined by the Group requires significant
judgement, including the likelihood of non-performance
by the investee company and financial performance of
the investee company.

20. ERTANAFERAFERER(E)

TREENBENRFEINBBR ST
(GEREsgsRHE)EMXSTZ LA
MR RS EREAR - W TIERBRA
TEFHREMN QFE

(a)

(b)

EF—RANEZET A

EHBEERENRAFEERA
BHEMHmEMEETE - LMK
RIREDRAEENRMISRE(F
— /& ARTSRECRKEHE))
At EEREMRR Z KA A
BARK -

B=ZRAWZHMT A

FETHRERENRFELERR
AR ZEETRE - BB
FTAXE2RREERFAELTA
AMRENEGRRE - AKE
BEHFLHARAKREREN AT
BERFTEELEANHE B8R
BRERRTE XA 881 AR
BRBMPBEREA -
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20. FAIR VALUE AND FAIR VALUE HIERARCHY OF
FINANCIAL INSTRUMENTS (continued)

20. ERMTANAFERAFEER(E)

(b) Financial instruments in level 3 (continued)

(b) F=RAKZMTE(E

The fair values of unlisted short-term investments
measured at fair value through profit or loss in banks’
wealth management products have been estimated
using a discounted cash flow valuation model based
on assumptions that are not supported by observable
market prices or rates. The valuation requires the
directors to make estimates about the expected future
cash flows including expected future interest return
on maturity of the wealth management products.
The directors believe that the estimated fair values
resulting from the valuation technique, which are
recorded in the consolidated statement of financial
position, and the related changes in fair values, which
are recorded in the consolidated statement of profit or
loss and other comprehensive income, are reasonable,
and that they were the most appropriate values at the
end of the reporting period.
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NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (Continued)
PRBRRS Y I RRMEE(E)

20. FAIR VALUE AND FAIR VALUE HIERARCHY OF 20. TRMIENLAFERAFEER(E)
FINANCIAL INSTRUMENTS (continued)
Fair value hierarchy NFEER
The following tables illustrate the fair value measurement TREPEAEESRTANAFENE
hierarchy of the Group’s financial instruments: [Z 4
Assets measured at fair value B FEFTEEE
As at 30 June 2018 201856 H30H

Fair value measurement using

AVPERRER
Quoted prices Significant Significant
in active observable unobservable
markets inputs inputs
REEDEH EXTHE BEXATUEE

#E 28 28

(Level 1) (Level 2) (Level 3)

(B—-#) (B=#) (E=#)
RMB’000 RMB’000 RMB’000 RMB’000
AR¥T T AR¥TT ARBTR AR¥T T
(Unaudited) (Unaudited) (Unaudited) (Unaudited)
(REERZ) (REER) (REER) (REER)

Equity investment at fair value through 122 (BT ABZHIRIER &

profit or loss 112,774 - - 112,774
Equity investment at fair value through & 2AFE AEMEEKEM
other comprehensive income RRAEILE - - 8,450 8,450
Short-term investments measured at XA ET AR ENEH
fair value through profit or loss BE = - 291,454 291,454
112,774 - 299,904 412,678
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NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (Continued)

PRI AR S R B Mk b 5L (#8)

20. FAIR VALUE AND FAIR VALUE HIERARCHY OF
FINANCIAL INSTRUMENTS (continued)

Fair value hierarchy (continued)

Assets measured at fair value (continued)

As at 31 December 2017

20. TRMIENLAFERAFEER(E)

Quoted prices

RFEERE)
BN FEAENEE (&)
MN2017412A31H

Fair value measurement using
DT BB
Significant Significant

in active observable  unobservable
markets inputs inputs Total
RIERTIZH BEAAER BEATAHEER
HE 28 28 st
(Level 1) (Level 2) (Level 3)
(F—4) (B=H) (B=R)
RMB’000 RMB’000 RMB’000 RMB’000
ARETT AR#ETT ARETT ARETT
(Audited) (Audited) (Audited) (Audited)
(&&ERZ) (&&%) (&=&ERZ) (&=&=%)
Available-for-sale investments — wealth 7] {1 &% & — B8 E R
management products - - 466,320 466,320
During the Period, there were no transfers of fair value HAR - S — 4R E — v RN A T E

measurements between Level 1 and Level 2 and no

transfers into or out of Level 3.

The Group did not have any financial liability measured at

fair value at the end of the reporting period.
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21.

EVENTS AFTER THE REPORTING PERIOD

(a)

On 20 August 2018, Minsheng Vocational Education
Company Limited (“Minsheng Vocational”), a wholly-
owned subsidiary of the Company, and independent
third parties, entered into a share purchase
agreement, pursuant to which Minsheng Vocational
conditionally agreed to acquire from the independent
third parties, and the independent third parties
conditionally agreed to sell, 22,886,250 shares which
represent 51% of the issued share capital of Leed
International Education Group Inc., at consideration of
RMB582.5 million.

On 9 July 2018, the Company entered into a framework
agreement with the Zhangjiakou Municipal People’s
Government (the “Zhangjiakou Government”) and
Hebei University of Technology in relation to the
proposed cooperation regarding the operation of the
City College. Pursuant to the agreement, with the
support of Zhangjiakou Government, Hebei University
of Technology and the Company will co-operate the
City College in Zhangjiakou City of Hebei Province.

On 22 August 2018, Chongqging Yuecheng Zhiyuan
Education Technology Co., Ltd. (“Chongqing
Yuecheng Zhiyuan”), a subsidiary of the Group,
entered into certain agreements with Hebei University
of Technology in relation to the cooperation of
sponsoring the City College and the conversion of the
City College into on independently organised private
undergraduate higher education institution. On 23
August 2018, Chongaging Yuecheng Zhiyuan entered
into an agreement with the Zhangjiakou Government
and Zhangjiakou Economic Development Zone
Management Committee in relation to the cooperation
of construction and development of City College.

21. &

(a)

& 2EE

R20184F8 A20H © A AR EE
MBARIREBEHEBR QA
((REBEREDHEBIFE =5
AVRNBERE Bt R4&
BEXEERHREMBILE=
FRERBYLE=ZHEIEERE
i 3% 22,886,250/% A% 17 (18 & P B
ERERHBEEEARBEBITERA
51%) - REEABARKES.825(8TT °

2018F7H9H » AR A HEKER
PFmAERBM(TRROBA ] &
AIETERERBEEE (ER I
B EBEREE - BIEZ
W ERFXOBFHZET
At TEKREBRMAR R EAIL
AR M i LR ER T S o

20188 A22H ' EEMME R
BERSERAR(EERHE
B (BAAEE—RWBLAA)HE
ML THERNSHEIERPHME
BT R ERERABIREN
EMABEaREZEETHES -
20188 A23H ' EEMMAE R
IR R O BT MR R O AR f 8%
EERZESEEUMEBRER
HERSERZ o
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NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (Continued)

PRI AR S R B Mk b 5L (#8)

22. INTERIM DIVIDEND

The Board does not declare any interim dividend for the
six months ended 30 June 2018 (six months ended 30
June 2017: nil).

23. APPROVAL OF THE FINANCIAL STATEMENTS

The financial statements were approved and authorised for
issue by the board of directors on 24 August 2018.
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