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MANAGEMENT DISCUSSION AND ANALYSIS

EEE®mR DI

BUSINESS OVERVIEW

The primary focus of Minsheng Education Group Company
Limited (the “Company”, together with its subsidiaries and
affiliated controlled entities, the “Group”) is to provide high-
quality private higher education and vocational education
in China dedicated to nurturing application-oriented
professionals. 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, we strive to improve
our students’ theoretical literacy, practical technique and
increase the employment rate. As a result, we have achieved
high graduate employment rates for our graduates from the
schools we operate and/or manage. We attribute the relatively
high graduate employment rates to the effectiveness of our
education programmes, which we believe will continue to
elevate our brand reputation and help us attract talented
students.

On 22 March 2017, the Company launched a public offering
on The Stock Exchange of Hong Kong Limited (the “Stock
Exchange”), becoming the first listed private higher education
group in China. The Company is one of the largest private
higher education providers in China, as measured by total
number of student enroliment. Beside the Group’s organic
growth, it was mainly benefitting from the continuous
implementation of external mergers and acquisitions, the
Group had enrollment of 74,450 students in aggregate as at
30 June 2019, representing a significant increase of 71.8% as
compared with that as at 30 June 2018.

The Group currently operates and/or manages 11 schools,
in Chongging, Yunnan and Shandong province, and Inner
Mongolia, the PRC, the Group had acquired a new school in
Jiangxi province in the first half of 2019, further increasing the
number of the Group’s schools and expanding the Group’s
coverage. Our 11 schools include:

(i) Seven higher education schools — Chongging College of
Humanities, Science and Technology, Dianchi College of
Yunnan University, Pass College of Chongging Technology
and Business University, Chongqing Vocational College
of Applied Technology, Chongging Electronic Information
College, Inner Mongolia Fengzhou Vocational College
(Qingcheng Branch), and Qufu Fareast Vocational and
Technical College;

REHE

REHBEEAERAR(ARAR | ERE
R ENCIEEE F  e-3 HDES
ZETRPERHELANRNEEHE B
EHE  BORNBERAMIEZAT - B
REZHRENERLRE  BREBEM
TEERBRHENSIERERESIERE
> BUHRASRENERREMEREY
REMER - Fil - HAEHRRLEED
ERBGBRENEELEREE - HMRE
BEERENEELERERRREMEE K2
AR - RPIRELSEERTREBER
BRHRMBRSIBFRE -

MR2017F3 228 * X RAGHEAE—RLE™
NFRERNEEHEEBRETBHARIM
ERAT(BRAT ) AFRE - HERELR
AEEE AR ATEEARNSEHE
HEFZ — BRREREIN  EBEFZRIN
EHEEIEE MFEEE - 5 22019F6A30
B AEBERSELABETS450%
82018F6 H30H AIGIEHK71.8% °

AEERRNPEEE ZE@RUREN
EAREEREHEBIFER A&
B R2019F L FBTHEN — 8
R ARESERNBENER L RE—FIE
e REBEN11FAERBL

() SEBERTH-EEAXHESR £
MAZENEN  BEETRHARKTE
bt - EEEARMBXESER  EEERE
BESER  ARHEMNBEZR(FR
) Foh BiR R RS

INTERIM REPORT 2019 HHisg &



MANAGEMENT DISCUSSION AND ANALYSIS (Continued)
ERESHRDH ()

(i) Two secondary vocational schools — Laoling Minsheng
Secondary Vocational School and Laoling Secondary
Vocational and Technical School managed and operated
under an entrustment management arrangement; and

(iii) Two high schools - Shouguang Bohai Experimental
School and Laoling Senior High School Affiliated with
Minsheng Education Group.

BUSINESS REVIEW DURING THE SIX MONTHS ENDED 30
JUNE 2019

1. The Group has continued its external mergers and
acquisition strategy. During the six months ended 30
June 2019 (the “Reporting Period”), the Group has
continued its external mergers and acquisitions strategy,
which has laid down a solid foundation for the future
development of the Group. During the Reporting Period,
(i) the Group entered into an equity transfer agreement
for an indirect acquisition of 51% of the school sponsor
interest in Nanchang Vocational University (formerly
known as Nanchang Vocational College (Undergraduate))
(“Nanchang Vocational University”); and (ii) Chongqging
Yuecheng Zhiyuan Education Technology Co., Ltd.* (&
B RAE R E AR AF) (“Chongqing Yuecheng”),
a consolidated affiliated entity of the Company, has
commenced its comprehensive management of Qufu
Fareast Vocational and Technical College (“Fareast
College”). Please refer to the sub-section headed
“Acquisitions in progress during the Reporting Period”
below for details.

2. The Group’s student enrollment quota has been
growing steadily. In May 2019, the Group’s higher
education schools have received the student enrollment
quota from the education authorities of each respective
provinces, the student enroliment quota for the degree and
junior college level of 2019-2020 school year recorded an
increase of approximately 7.3% and 27.9%, respectively
as compared to 2018-2019 school year.
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MANAGEMENT DISCUSSION AND ANALYSIS (Continued)

3. The Group continued its expansion in adult continuing
education and on-job certification training. During
the Reporting Period, (i) Pass College of Chongqging
Technology and Business University has commenced the
adult continuing education, the school currently offers three
undergraduate majors, namely business administration,
marketing and accounting. During the Reporting Period,
there were a total of 3,704 adult students for degree and
junior college programs; and (ii) Chongging College of
Humanities, Science and Technology has commenced the
teachers’ certification training. An accumulative of 4,652
teachers have been trained as of 30 June 2019.

4. The Group has further upgraded its teaching conditions
and enhanced the learning environment. In 2019, the
Group further improved the schools’ educational and
teaching hardware conditions, such as (i) Chongging
College of Humanities, Science and Technology has
expanded the existing student accommodation facilities.
After the completion of the expansion, an additional 2,150
beds will be added, which are expected to be officially
opened in September 2019; and (ii) Chongging Vocational
College of Applied Technology has expanded its existing
student accommodation facilities and will add an additional
1,200 beds after the completion of the expansion, which
are expected to be officially opened in September 2019.

5. The Company has included in the MSCI Index. With
effect after the close of market on 28 May 2019, the
Company has been included in the MSCI China All Shares
Small Cap Index, one of the benchmark indexes commonly
used as stock selection criteria for investment among
global investors.

OUR SCHOOLS IN CHINA

Eleven schools in the PRC were operated and/or managed by
the Group as at 30 June 2019, four of which are located in
Chongqing, five are located in Shandong, one is situated in
Inner Mongolia and one in Yunnan, through which, we primarily
offer higher education, including undergraduate and junior
college education. Set forth below are certain particulars of the
eleven schools of the Group:
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MANAGEMENT DISCUSSION AND ANALYSIS (Continued)
ERESHRDH ()

Undergraduate Schools
Chongging College of Humanities, Science and Technology

Chongging College of Humanities, Science and Technology
is a formal university-level higher education school located in
Chongging, the PRC. Its predecessor, Southwest University
Yucai College, was recognized by the Ministry of Education
of the PRC (the “MOE”) as an independent college in March
20083. In April 2013, the college was approved by the MOE to
convert to a private independently organised university-level
education school and was the first and only one private higher
education school in Chongging obtaining such approval for
conversion. Chongqging College of Humanities, Science and
Technology mainly provides undergraduate education and
certain junior college education. The college has 15 second-
level colleges and currently offers 43 undergraduate majors
and 1 junior college major, covering 9 subject categories.

The tuition fee for Chongging College of Humanities, Science
and Technology for the 2018-2019 school year is approximately
RMB12,000 to RMB18,000, depends on the major.

During the Reporting Period, Chongging College of Humanities,
Science and Technology has commenced the teachers’
certification training. An accumulative of 4,652 teachers have
been trained as of 30 June 2019.

Dianchi College of Yunnan University

Dianchi College of Yunnan University is an independent college
located in Kunming city, Yunnan Province, the PRC, which
was established in 2001. Dianchi College of Yunnan University
offers formal undergraduate education. The college currently
offers 48 undergraduate majors, covering 8 subject categories.

The tuition fee for Dianchi College of Yunnan University for

the 2018-2019 school year is approximately RMB16,000 to
RMB24,500, depends on the major.
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MANAGEMENT DISCUSSION AND ANALYSIS (Continued)

Pass College of Chongqging Technology and Business
University

Pass College of Chongqging Technology and Business
University is an independent college located in Chongging, the
PRC, which was certified by the MOE in December 2003. This
college mainly provides undergraduate education and certain
junior college education and currently offers 24 undergraduate
majors and 3 junior college majors.

The tuition fee for Pass College of Chongging Technology
and Business University for the 2018-2019 school year is
approximately RMB12,000 to RMB16,000, depends on the
major.

During the Reporting Period, Pass College of Chongging
Technology and Business University has commenced the
adult continuing education, the school currently offers three
undergraduate majors, namely business administration,
marketing and accounting and three junior college programs,
namely securities and future, marketing and accounting. During
the Reporting Period, there were a total of 3,704 adult students
for degree and junior college programs. The tuition fee for adult
continuing education is approximately RMB2,600 to RMB2,800,
depends on the major.

Higher Vocational Schools
Chongging Electronic Information College

Chongging Electronic Information College is a full-time ordinary
higher education institution located in Chongqing, the PRC,
providing junior college education. The college currently offers
21 majors.

The tuition fee for Chongqging Electronic Information College
for the 2018-2019 school year is approximately RMB8,800 to
RMB12,000, depends on the major.
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MANAGEMENT DISCUSSION AND ANALYSIS (Continued)
EERESTHR DT (8)

Fareast College

Fareast College is a full-time ordinary higher education
institution located in Qufu city, Shandong province, the PRC,
providing junior college education. The college currently offers
28 majors.

Since February 2019, Fareast College has been entrusted to
Chongqging Yuecheng for management and 51% of the net
profit of Fareast College will be paid to Chongging Yuecheng
as management fee.

The tuition fee for Fareast College for the 2018-2019 school
year is approximately RMB4,300 to RMB9,680, depends on the
major.

Chonggqging Vocational College of Applied Technology

Chongging Vocational College of Applied Technology is
a full-time ordinary higher education institution located in
Chongging, the PRC, providing junior college education. This
college obtained approval as a higher vocational school by
the People’'s Government of Chongqging in April 2005 and was
registered with the Civil Affairs Department of Chongging in
December 2006. The college currently offers 20 majors.

The tuition fee for Chongqing Vocational College of Applied
Technology for the 2018-2019 school year is approximately
RMB9,000 to RMB9,800, depends on the major.

Inner Mongolia Fengzhou Vocational College (Qingcheng
Branch)

Inner Mongolia Fengzhou Vocational College (Qingcheng
Branch) is a full-time ordinary higher education institution
located in Hohhot city, Inner Mongolia, the PRC, providing
junior college education. We became one of its school
sponsors and have been entitled to the entire interest in Inner
Mongolia Fengzhou Vocational College (Qingcheng Branch) in
2008. The college currently offers 12 majors.

The tuition fee for Inner Mongolia Fengzhou Vocational

College (Qingcheng Branch) for the 2018-2019 school year is
approximately RMB7,000 for all majors.

Minsheng Education Group Company Limited REHBEEFGR A T
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MANAGEMENT DISCUSSION AND ANALYSIS (Continued)

Secondary vocational schools
Laoling Minsheng Secondary Vocational School

Laoling Minsheng Secondary Vocational School is a full-time
regular specialized secondary school located in Laoling city,
Shandong province, the PRC, providing secondary vocational
education, and the first batch of students enrolled has
commenced the school year in September 2018. The school
currently offers 8 majors.

Laoling Secondary Vocational and Technical School

Laoling Secondary Vocational and Technical School is a full-
time regular specialized secondary school located in Laoling
city, Shandong Province, the PRC, providing secondary
vocational education. Pursuant to certain cooperation
agreements entered into among the Group, the People’s
Government of Laoling and the Bureau of Education of
Laoling, Laoling Secondary Vocational and Technical School
is managed and operated by Laoling Minsheng Secondary
Vocational School under an entrustment management
arrangement. The school currently offers 12 majors.

High schools
Shouguang Bohai Experimental School

Shouguang Bohai Experimental School is a high school located
in Shouguang city, Shandong province, the PRC, offering grade
10 to grade 12 secondary education programs.

Laoling Senior High School Affiliated with Minsheng
Education Group

Laoling Senior High School Affiliated with Minsheng Education
Group is a high school located in Laoling city, Shandong
province, the PRC, and the first batch of enrolled students have
started the school year in September 2018.

EERESTHmR DT (8)

HBER
KEREBRPEEXER

DEREBEPSEEEER A —FURPEH
IWRELETMHE AT RREEEER
REPEERYE @ F-HBURHBLEER
2018FOAME - ERBEEREFH8E o

LETHRETEFERER

PETMREPEEEERA—AMUAPEL
RELETHN2AGTRPSHEEER @1
HAEERHE - BRBEAEE - ZEWAR
B REETHRE BRI L2 E TEERE -
LREREBEPSHEERRETEBETH
EWEEMREPETELER - BRIREE
BEFX1218 -

BHER
EADERRBR

SAYEERERA—AUNTELRES
ATHRFER  BRET-—FREFTH=
FERFBHE -

REYEBRAMBLRESRTZ

REBEEANBLEZE S AT ER BTN
PRI REEET P ER - F—1tH
WEYE LT PA2018FE9 ARE ©

INTERIM REPORT 2019 HHiER &

1



MANAGEMENT DISCUSSION AND ANALYSIS (Continued)

EERESTHR DT (8)

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 whose shares are listed on
the Stock Exchange (Stock Code: 1752), the Group has 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”), a company limited by guarantee established
under the laws of Hong Kong, in Hong Kong.

As at 30 June 2019, we directly owned approximately 8.17%
of equity interest in Top Education and approximately 22.9% of
equity interest in Beacon International College, and were one
of the two members of Hong Kong Nang Yan College.

TOTAL NUMBER OF STUDENT ENROLLMENT

As at 30 June 2019, the total number of student enroliment of
the Group amounted to 74,450, representing an increase of
approximately 71.8% as compared to that of 30 June 2018.
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Number of Enrolled Students
as at 30 June

EREBAHY
R6H30H
Schools BR 2019 2018
PINEES 20184

Chongaing College of Humanities, BEEAXEE 2R

Science and Technology 20,673 19,481
Dianchi College of Yunnan University EMASEMN B 18,928 — (Note 1)(KfEE1)
Pass College of Chongging Technology 5 & T & K 22k H7 £28%

and Business University 14,495 10,447
Chonggaing Electronic Information EEEEREER

College 6,003 5,791
Fareast CO“ege(Note 2) IR B By (W) 5,561 _ (Note 1)(HfzE1)
Chongaing Vocational College of EEREARMEESNR

Applied Technology 3,138 2,857
Inner Mongolia Fengzhou Vocational AEEEMNBEER(FH D)

College (Qingcheng Branch) 2,030 2,267
Laoling Minsheng Secondary LRERABEPEHEXER

Vocational School 226 = {Nate 1)(HIEE1)
Laoling Secondary Vocational and  #EMEERSEEER

Technical School 387 = (Note 1)(HizE1)
Shouguang Bohai Experimental ShBDBERBER

School 2,562 2,501
Laoling Senior High School Affiliated R4 # & & B4R S KT 2

with Minsheng Education Group 447 — (Note 1)(HizE1)
Total et 74,450 43,344
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MANAGEMENT DISCUSSION AND ANALYSIS (Continued)

Notes:

(1) Dianchi College of Yunnan University, Fareast College, and Laoling
Secondary Vocational and Technical School were not operated by the
Group as at 30 June 2018. No students had been enrolled in Laoling
Minsheng Secondary Vocational School and Laoling Senior High
School Affiliated with Minsheng Education Group as at 30 June 2018.

(2) Since February 2019, Fareast College has been entrusted to
Chongging Yuecheng for management.

ACQUISITIONS IN PROGRESS DURING THE REPORTING
PERIOD

Nanchang Vocational University

Nanchang Vocational University is a full-time ordinary private
higher vocational undergraduate college located in Nanchang
city, Jiangxi province, PRC, and is one of the first 15 pilot
vocational undergraduate institutions in the PRC.

On 15 March 2019, Chongging Yiersheng Education
Technology Company Limited (“Chongqging Yiersheng”),
a wholly-owned subsidiary of Chongqging Yuecheng (a
consolidated affiliate entity of the Company), a third party
(“Mr. Zhang”), as vendor, Nanchang Hezhitong Education
Consulting Company Limited* (B &4 ZEZRHE A ANER Q7))
(“Nanchang Hezhitong”) and Nanchang Vocational University
entered into an equity transfer agreement, pursuant to which
Chongging Yiersheng conditionally agreed to acquire, and Mr.
Zhang conditionally agreed to sell, 51% of the equity interest
of Nanchang Hezhitong, at a total consideration of RMB510
million, which is to be satisfied in cash by instalments. Upon
the completion, Chongqing Yiersheng will hold 51% of equity
interest in Nanchang Hezhitong and indirectly hold 51% of
school sponsor interest in Nanchang Vocational University
through Nanchang Hezhitong.

For details, please refer to the announcements of the Company
dated 15 March 2019 and 18 March 2019.
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MANAGEMENT DISCUSSION AND ANALYSIS (Continued)
ERESHRDH ()

Fareast College

Fareast College is a full-time ordinary higher education
institution located in Qufu city, Shandong province, the PRC.

On 23 November 2018, Chongqging Yuecheng, as purchaser,
and a third party (“Ms. Pan”), as vendor, entered into a
share transfer agreement (the “Share Transfer Agreement”),
pursuant to which Ms. Pan agreed to sell to Chongqing
Yuecheng, and Chongqging Yuecheng agreed to acquire,
51% of the equity interest of Qufu Changyong Corporate
Management Consulting Company Limited (“Qufu
Changyong”), at a total consideration of RMB91.8 million. Upon
the completion, Chongqging Yuecheng will hold 51% of equity
interest in Qufu Changyong and indirectly hold 51% of school
sponsor interest in Fareast College through Qufu Changyong.

Subsequent to the execution of the Share Transfer Agreement,
on 23 November 2018, Chongging Yuecheng, Ms. Pan, Qufu
Changyong and Fareast College signed an entrustment
agreement (the “Fareast College Entrustment Agreement”),
pursuant to which, with effect from the date of completion of
the payment of the first instalment until the date of completion,
Fareast College will be entrusted to Chongging Yuecheng for
management. During the entrustment period, 51% of the net
profit of Fareast College will be paid to Chongging Yuecheng
as management fee.

Since February 2019, Fareast College has been entrusted to
Chongging Yuecheng for management.

For details, please refer to announcements of the Company
dated 25 November 2018 and 15 January 2019.
Hebei University of Technology City College

Hebei University of Technology City College* (i1 T ¥ K&
¥ EfT) (“City College”) is a full time independent college
offering undergraduate studies located in Tianjin city, the PRC.
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MANAGEMENT DISCUSSION AND ANALYSIS (Continued)

On 9 July 2018, the Company entered into a framework
agreement (the “Framework Agreement”) with the
Zhangjiakou Municipal People’s Government (R X 0 1 A &
BU) (the “Zhangjiakou Government’) and Hebei University
of Technology (Adt T2 K£) 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 through the opportunity
of organizing the 2022 Winter Olympic Games, with around
10,000 undergraduate and junior college students in total.

On 22 August 2018, Chongging Yuecheng 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, Chongging Yuecheng
entered into an agreement with the Zhangjiakou Government
and Zhangjiakou Economic Development Zone Management
Committee* (KRR A& B Z = T E L B ) in relation the
cooperation of construction and development of City College.
For details on the above agreements, please refer to the
announcement of the Company dated 24 August 2018.

For details, please refer to the announcements of the Company
dated 9 July 2018 and 24 August 2018.
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MANAGEMENT DISCUSSION AND ANALYSIS (Continued)
EERESTHR DT (8)

Anhui Wonder University of Information Engineering

Anhui Wonder University of Information Engineering* (& #(3
#{Z B L Z2) (“Wonder University”) is an independently
organised private undergraduate higher education institution
located in Hefei city, Anhui province, 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.

For details, please refer to the announcements of the Company
dated 30 August 2017 and 27 September 2017.

As at 30 June 2019, the abovementioned acquisitions in
progress during the Reporting Period were going through the
approval procedures of government authorities. The Company
is closely following up the progress of approval procedures
and will publish further announcement(s) in respect of such
matter pursuant to the Rules Governing the Listing of Securities
on The Stock Exchange of Hong Kong Limited (the “Listing
Rules”) as and when appropriate.

EXPANSION OF FINANCING CHANNELS DURING THE
REPORTING PERIOD

During the Reporting Period, the Group proactively expanded
financing channels through bank loans, with a view to provide
regular and long-term financial support for the business
development of the Company.

Loan from Bank of China (Hong Kong) Company Limited

In February 2019, according to a USD50 million banking
facilities agreement (the “Facilities Agreement”) signed
between the Company and Bank of China (Hong Kong)
Company Limited, the Company withdrew HKD250 million for 5
years, which was mainly used for the Company’s mergers and
acquisitions activities.
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MANAGEMENT DISCUSSION AND ANALYSIS (Continued)

PROVISION OF LOAN DURING THE REPORTING PERIOD

On 27 June 2019, Chongging Yuecheng, as the lender, Leed
National Education Technology (Beijing) Limited* (Eh 1= B 2k
#HERBEAEER)E R 2 F) (“Leed National”), as the borrower
designated by the vendors of Leed International Education
Group Inc. (“Leed International”), Minsheng Vocational
Education Company Limited and the vendors of Leed
International entered into a loan agreement, pursuant to which,
Chongging Yuecheng agreed to lend to Leed National, and
Leed National agreed to borrow from Chongaging Yuecheng,
a loan in the principal amount of RMB200 million. The
abovementioned loan has been drawn down in accordance
with the terms of the loan agreement during the Reporting
Period.

For further details of the loan, please refer to the announcement
dated 27 June 2019.

OUTLOOK
Organic growth

Our schools have always committed at cultivating outstanding
professionals with application-orientated skills. During the
first half of 2019, the Chinese government promulgated a
series of policies and documents in promoting the integration
of production and education, encouraging the cultivation of
application-orientated talents and the operation of diversified
vocational schools. Our schools have also been benefited
by the large scale expansion of one million people in higher
vocational colleges this year as mentioned in the State Council
Government Work Report 2019* (20194 Bl % Fe B FF TE R &)
released by the State Council of the PRC on 5 March 2019. It
is expected that the new student enrolment quota of the 2019-
2020 school year in our higher education schools will record a
considerable growth.
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MANAGEMENT DISCUSSION AND ANALYSIS (Continued)
EERESTHR DT (8)

Mergers and acquisitions

According to the 2018 National Education Operation and
Development Statistics* (2018F 2BIZ 5 FXEERAIATR) issued
by the MOE, there are 750 private colleges and universities
(including 265 independent colleges) in China, since these
private colleges and universities are relatively fragmented
and the sector are less concentrated, the Group relies on
its management team’s accumulated experience in business
operation and mergers and acquisitions in the higher education
industry, grasping the development opportunities brought by
the China’s policy to further expand and enhance the Group’s
school network and number of students through acquisition(s)
of high-quality private universities, and continuing to strive to
cultivate high-end application-orientated talents which will lay a
foundation for the Group’s long-term development.

The Group plans to use its internal resources and external
financing to fund the mergers and acquisitions.
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MANAGEMENT DISCUSSION AND ANALYSIS (Continued)

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 collected from
students.

The revenue of the Group increased by approximately 66.4%
from approximately RMB316.3 million for the six months
ended 30 June 2018 to approximately RMB526.4 million
for the six months ended 30 June 2019. This increase was
primarily due to the increase of the Group’s student enrolment
of approximately 71.8% since the end of the corresponding
period in 2018.

For the total number of student enrolment as at 30 June 2018 and
2019, please refer to the sub-section headed “Total number of
student enrolment” above.

Cost of sales

Cost of sales consists primarily of staff costs, depreciation and
amortization, cost of cooperative education, utilities, and other
costs.

The cost of sales increased by approximately 72.2% from
RMB127.7 million for the six months ended 30 June 2018 to
approximately RMB219.9 million for the six months ended 30
June 2019. This increase was primarily due to (i) the increase
of teaching staff as compared to 30 June 2018; (ii) the
increase in the teachers remuneration and benefits as detailed
in the sub-section headed “Financial and Liquidity Position —
Salary increment for employees, training and development”
below; and (iii) the increase in depreciation costs as a result
of consolidation of the newly acquired schools into the Group
since the end of the corresponding period in 2018.
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MANAGEMENT DISCUSSION AND ANALYSIS (Continued)
EERESTHR DT (8)

Gross profit

The gross profit increased by approximately 62.6% from
approximately RMB188.5 million for the six months ended
30 June 2018 to approximately RMB306.5 million for the six
months ended 30 June 2019, and gross profit margin slightly
decreased from approximately 59.6% to approximately 58.2%,
which was mainly due to the increase in number and salary
of teaching staff and the increase in depreciation of new
schools newly consolidated to the Group since the end of the
corresponding period in 2018.

Other income and gains

Other income and gains consist primarily of government grants,
interest income from National Education, bank interest income,
rental income and etc.

Other income and gains decreased by approximately 12.5%
from approximately RMB44.9 million for the six months ended
30 June 2018 to approximately RMB39.3 million for the six
months ended 30 June 2019. This decrease was primarily
due to the decrease of the investment income from short-term
investments and the bank interest income.

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 decreased by approximately
13.8% from approximately RMB6.5 million for the six months
ended 30 June 2018 to approximately RMB5.6 million for the
six months ended 30 June 2019, which was primarily due
to the Group has implemented a stringent cost control on
the advertising and marketing cost in relation to the student
recruitment during the Reporting Period.
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MANAGEMENT DISCUSSION AND ANALYSIS (Continued)

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 increased significantly by
approximately 51.1% from approximately RMB55.0 million
for the six months ended 30 June 2018 to approximately
RMB83.1 million for the six months ended 30 June 2019 due
to the administrative expenses of Dianchi College of Yunnan
University have been fully consolidated into to the Group’s
financial statements during the Reporting Period.

Other expenses

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 the
provision of bad debts.

Other expenses increased substantially from approximately
RMB3.4 million for the six months ended 30 June 2018 to
approximately RMB10.5 million for the six months ended 30
June 2019. This increase was primarily attributable to the
provision of bad debts of approximately RMB6.5 million.

Finance costs

Finance costs mainly include (i) interests on bank loans and
other borrowings; and (ii) the interest on the put option liability
in connection with the put option (the “Put Option”) granted by
the vendors of the Leed International.

Finance costs has increased significantly from approximately
RMB2.4 million for the six months ended 30 June 2018 to
approximately RMB36.8 million for the six months ended 30
June 2019, which was mainly due to (i) interests on bank
loans and other borrowings which were borne by the schools
we newly acquired through merger and acquisitions, and (ii)
interest on the Put Option liability arose from the acquisition of
Leed International in August 2018.
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MANAGEMENT DISCUSSION AND ANALYSIS (Continued)
EERESTHR DT (8)

Fair value gain from an equity investment at fair value
through profit or loss

Fair value gain from an equity investment at fair value through
profit or loss decreased significantly by approximately 98.5%
from approximately RMB60.3 million for the six months
ended 30 June 2018 to approximately RMBO0.9 million for the
six months ended 30 June 2019, which was mainly due to
substantial decrease in the fair value of the equity investment
in Top Education.

Profit for the period

As a result of the above factors, profit for the period of the
Group decreased by approximately 7.8% from approximately
RMB221.0 million for the six months ended 30 June 2018 to
approximately RMB203.7 million for the six months ended 30
June 2019.

Adjusted net profit

The Group defines its adjusted 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 a 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
EHZ6H30H LL<EA

2019 2018

RMB’000 RMB’000

AR¥TR ARBTIT

(Unaudited) (Unaudited)

(REBER) (REEE=R)

Profit for the period HARE A 203,674 220,992

Add: ik

Unrealised exchange loss REIRE H B8 696 1,283

Share option expenses BRI 2 9,706 4,948
Interest of the Put Option liability WHESEEHEANRLREAR

arose from the acquisition OPIPSY 18,742 =

Adjusted net profit KR T 232,818 227,223
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MANAGEMENT DISCUSSION AND ANALYSIS (Continued)

Adjusted net profit for the six months ended 30 June 2019
increased by approximately RMB5.6 million or approximately
2.5% as compared with the corresponding period in 2018.
Adjusted net profit margin decreased from approximately
71.8% for the six months ended 30 June 2018 to approximately
44.2% for the six months ended 30 June 2019.

FINANCIAL AND LIQUIDITY POSITION
Net current assets

As at 30 June 2019, the Group had net current assets of
approximately RMB26.1 million, which primarily consisted of
cash and bank balances. The current assets as at 30 June
2019 decreased to approximately RMB836.8 million from
approximately RMB1,578.0 million as at 31 December 2018.
The decrease in current assets primarily attributable to a
decrease in cash and bank balances, which decreased from
approximately RMB1,505.8 million as at 31 December 2018 to
approximately RMB752.8 million as at 30 June 2019, mainly
due to (a) the provision of loan of RMB200 million to Leed
National during the Reporting Period as mentioned in the
sub-section headed "Provision of loan during the Reporting
Period" above; (b) approximately RMB150 million of repayment
on behalf of Leed International to China Education Holdings
Limited in relation to the acquisition of Leed International;
(c) approximately RMB150 million has been used for daily
operating purposes; and (d) approximately RMB115 million has
been used on purchasing on fixed assets and software.

The current liabilities decreased from approximately
RMB1,507.1 million as at 31 December 2018 to approximately
RMB810.7 million as at 30 June 2019, mainly reflecting
(i) a decrease of approximately RMB506.2 million in
contract liabilities as at 30 June 2019; and (ii) a decrease
of approximately RMB211.9 million in other payables and
accruals.

Indebtedness

The Group’s interest-bearing bank and other borrowings
primarily consisted of short-term working capital loans to
supplement our working capital and finance our expenditure
and long-term project loans for the continuous development of
our school buildings and facilities.
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MANAGEMENT DISCUSSION AND ANALYSIS (Continued)
ERESHRDH ()

The bank loans and other borrowings amounted to
approximately RMB591.1 million as at 30 June 2019, dominated
in Renminbi and Hong Kong dollar (“HK$”). As at 30 June
2019, our bank loans and other borrowings bore effective
interest rates ranging from 2.5% to 24.0% per annum. As at 30
June 2019, the bank loans and other borrowings of the Group
amounted to approximately RMB266.2 million, which bore
interest at fixed interest rate.

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. The Group does not use any financial
instrument for hedging purpose.

Contingent liabilities

As at 30 June 2019, the Group did not have material contingent
liabilities, guarantees or litigations or claims of material
importance, pending against any member of the Group (as at
31 December 2018: nil).

Pledge of assets

As at 30 June 2019, certain of the Group’s buildings and land
with a net carrying amount of approximately RMB337.5 million (31
December 2018: RMB342.0 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 2019, certain bank
balances were denominated in United States dollar and 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.

Gearing ratio

The gearing ratio, which is calculated by dividing total
borrowings by total equity, increased to approximately
15.8% as at 30 June 2019 from approximately 13.0% as at
31 December 2018, which was due to the increase in newly-
borrowed bank loans during the Reporting Period.
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MANAGEMENT DISCUSSION AND ANALYSIS (Continued)

Salary increment for employees, training and development

As at 30 June 2019, the Group had a total of 4,626
employees. In order to motivate our faculty staff for better
work performance, the Group has reviewed and increased
the salaries of employees. The increment in salaries is based
on their performance, experience and prevailing industry
practices, with all compensation policies and packages
reviewed on a regular basis. As required by the PRC laws
and regulations, we participate in various employee social
security plans for our employees that are administered by local
governments, including pension, medical, maternity, work-
related injury, unemployment insurance and housing provident
fund.

In addition, the Group provides comprehensive training
programs to its existing and newly recruited employees and/
or sponsors its employees to attend various job-related
training courses and also support some excellent teachers to
study, receive training and academic exchange with famous
universities abroad.

EERESTHmR DT (8)

BEHH - 53R ZRE

20196 A30H « NEBE %A & 4,626
HEE - AEBAABHBEIE NLEE
ST - MR RIGHN T E BRIFEN o 350
MEMEREENRE - CHRRRITITE
BHImERT - W EBRFTEFMBER &
HE - BPBBEPENERRERNAT AR
MREELHEAEHBNEENSEESXR
2REE - EheEsE BE £5-
ITHEMAERBRREFAES °

o - REBAEIRE KA ESIRHE
FEIFIRSEDEELNZERIES
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OTHER INFORMATION
HivEHR

USE OF NET PROCEEDS FROM LISTING EHRBREFERAR

Net proceeds from the Listing (including the over-allotment TSI EEE (B IEBEERAR I R&
option and after deducting underwriting fee and relevant HGEHEERRHEBESZ%E)A41,37478
expenses) amounted to approximately HK$1,374.7 million. As  &BJT - 20196 A30H * AEEREA
at 30 June 2019, a total amount of HK$909.2 million out of the AT HHIA2017FE3A108 2 BAIR=I2([18
net proceeds had been used by the Group according to the RER|)FMEDEMAEZIEZEIHHAE T
allocation set out in the prospectus of the Company dated 10 909.2B&HE T °

March 2017 (“Prospectus”).

The following sets forth a summary of the utilisation of the net T~&RHFIFFERIEFEFBHE :
proceeds:

Utilised  Unutilised
Percentage amount at amount at
to total Net 30 June 30 June Expected
Purpose amount proceeds 2019 2019 timeline
20195
R20195F 6H30H

ERESERE FEREF 68308 HADAZ
ok #

Jiih= EEAEE # RHRER

fmillio_n} ?millio_n fmillio_n

Acquiring additional existing schools in . : .3 As at the date of
the PRC and overseas this report, the
Group had no

finalised or

definite

agreements for

investment or

acguisition
REEA - K
BRBRE
= 3
At
Establishing new schools or expanding 21.2% 291.4 - 291.4 As at the date of
the existing schools we own or operate this report, the
Group had no

finalised or

definite

plan for

expanding the

existing schools

Wi RSN A R

et
ool
5

AR

S HEBt

O

\o
S
1%
i
{s]

we own or
= e e T ogqerate
EAVE L% Boeed it Z=Eg b RARERS - A
BASR FEEA
RFEAR LR
BHEERMNEEE
B thy
Repaying a term loan from a third-party 14.8% 203.5 162.0 41.5 2019-2021
_financial institution
EEEE=7REBRENTHER 20195 220215
Financing working capital and general 9.0% 123.7 52.4 71.3 2019-2021
_ corporate use - ;
REEBSR—RARBEREED 2019F F20215F
Total #5t 100.0% 1,374.7 909.2 465.5
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DIRECTORS’ AND CHIEF EXECUTIVE’S INTERESTS AND
SHORT POSITIONS IN SHARE, UNDERLYING SHARES AND
DEBENTURES

As at 30 June 2019, the interests and short positions of the
Directors (the “Director(s)’) and chief executive of the Company
in the shares, underlying shares and debentures of the Company
or its associated corporations (within the meaning of Part XV of
the Securities and Futures Ordinance (“SFQ”), Chapter 571 of
the Laws of Hong Kong), as recorded in the register required to
be kept by the Company pursuant to Section 352 of the SFO, or
as otherwise notified to the Company and the Stock Exchange
pursuant to the Model Code for Securities Transactions by
directors of Listed Issuers (the “Model Code”), were as follows:

Long Position in the shares

OTHER INFORMATION (Continued)
Hir&s(8)

EERIBTBRAEBRRKRG - HBARORE
EEHEANESRAR

R2019F6 A30H ' ARRIZEE([EEDK
FETHRABRARRKEREEZB(EE
REBEPESTIEFHFRBERAN([EH
REE %A ) EXVER) B - BERG &
EREFEFHEERIEE S KR IGHIE3521%
AR BEARARFENELM - RELE
MBETAESHITESFR ZHZETA([Z
PRI B ARD R RE R FT R S Mok
BT :

RGO FPHFRE

Approximate
percentage of
shareholding in
the Company as at

30 June 2019

Nature of Number of M201956A30H
Name of Director interest shares held Position i N[O
Ex=ns EEME BFERGHE BR/ KR BROBEI
Mr. Li Xuechun () Beneficial owner 3,000,000,000 Long 74.67%
s e BERBEAA e
Ms. Zhang Weiping Beneficial owner 30,000,000 Long 0.75%
wEFRL BEREAA L)
Mr. Zuo Yichen Beneficial owner 8,000,000 Long 0.20%
ERREE ERBEAA L)
Mr. Lam Ngai Lung Beneficial owner 8,000,000 Long 0.20%
MERBERE BERBEAA L)
Ms. Li Yanping Beneficial Owner 1,000,000 Long 0.02%
FREF L ERBAA 1R

Note: Mr. Li holds 90% of the issued share capital of Minsheng Group
Company Limited (formerly known as Honest Cheer Investments
Limited) (“Minsheng Group”) and is its sole director and he is therefore
deemed to be interested in the shares held by Minsheng Group. Ms. Li
Ning, daughter of Mr. Li, holds the remaining 10% of the issued share
capital of Minsheng Group.

Mzt : ZTEAERARAEHAFR DR (AIEHRKR
BEBHRAR) ([REKH]) 0% 51T
N WAREEHNE—ESE  WHEAR
RESHFMIFEERNPHEARER - TELLT
BEEENLR  BRHRAREEAHRTH
10% 2 BITIRA ©

INTERIM REPORT 2019 FHi# &

2/



OTHER INFORMATION (Continued)
HER (&)

Save as disclosed above, as at 30 June 2019, neither the
chief executive 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 2019, 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:

B i EEIN - R2019F6 8308 » AR
ANEBITRASRIMNEEHMERARQF]
REBAEEZE(EEREFSRAEKRMEXV
BB - BRI GRS
RAEFRANRIEEFRBEEH EXVIBE
TRESHEAME AN T MEZFA(BIER
BEAFRAERONEAEREREFL
RAEEBNERIAE) + H(iNREESH K
HA B & B 5835215 B s 8 sz ik P it & s it
W Sk(ii IR IR EESFAIZE NS AN Q7 K5
RETRIRES AR ©

FERRREOREBROFEENERR

KRB

RARREMNESHEETHRABNMA - R
201964308  RAR A KA,
HERBES LHAEKEMEXVHE2REI
DEPRRIARRIREE - KARHENBIEES
KBS &0 2 336147817 B 0 & B it WAV #E
BHIREMAL(RRBTEFTHEETHA
BBRINHARIAT :

Approximate
percentage of
shareholding in
the Company as at

30 June 2019

Nature of Number of 7201956 A30H

Name of Shareholder interest shares held Position R B H R
RRER EanttE FERNEAE ¥R/ KR BAFD
Minsheng Group (formerly known Beneficial owner 3,000,000,000 Long 74.67%

as Honest Cheer Investments EnEAA "E

Limited)
RASH(RIEHTREERAT)
City Legend International Limited Beneficial owner 332,000,000 Long 8.26%
ZEERARAR EnEAA e
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Save as disclosed above, as at 30 June 2019, the Directors
and the chief executive 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.

SHARE OPTION SCHEME

The share option scheme of the Company (the “Shares Option
Scheme”) was 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”).

OTHER INFORMATION (Continued)
Hir&s(8)
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OTHER INFORMATION (Continued)
HER (&)

Details of the Options granted under the Share Option Scheme R R& EIMIBEEREST 2D B E R ARIT

and outstanding for the Reporting Period, are as follows: (FEEPRREEE IS I -
Number of Options granted: ERHEREZE :
Date of grant
of Exercised
Category share Exercise Outstanding  Granted during during  Lapsed during Outstanding as
andnameof ~ SHREE options price Exercise asat theReporting  the Reporting  the Reporting at 30 June
participant BB (Note) (HKD) Period 1 January 2019 Period Period Period 2019
Riig #2019 120195
REE# iy 1818 64308
() (Bm) i HATE  REHEEL  REREGE AR
Zhang Weiping KT 31182017 139 31/8/2017 - 20,000,000 - - - 20,000,000
30/8/2022
(Note 2)
(Rtit2)
27/8/2018 166 27/8/2018 - 10,000,000 - - - 10,000,000
26/8/2023
(Note 2)
(k)
Zuo Yichen LR 31182017 139 31/8/2017 - 5,000,000 - - - 5,000,000
30/8/2022
(Note 2)
(M2)
27/8/2018 1.66 21182018 - 3,000,000 - - - 3,000,000
26/8/2023
(Note 2)
(Kz2)
Lam Ngai Lung i 31/8J2017 139 31/8/2017 - 5,000,000 - - - 5,000,000
30/8/2022
(Note 2)
(Rtzt2)
271812018 166 27/8/2018 - 3,000,000 - - - 3,000,000
26/8/2023
(Note 2)
(M2)
Li Yanping ERY 27/82018 1.66 27/8/2018 - 1,000,000 - - - 1,000,000
26/8/2023
(Note 2)
(W2)
Other ZET 3182017 139 31/8/2017 - 5,000,000 - - - 5,000,000
employees 30/8/2022
(Note 2)
(Rit2)
27/8/2018 166 27/8/2018 - 10,750,000 - - - 10,750,000
26/8/2023
(Note 2)
(Rt&t2)
Total s 62,750,000 - - - 62,750,000
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Notes:

(1) The closing prices of the shares of the Company on 31 August 2017
and 27 August 2018, being the dates on which the Share Options
were granted, were HK$1.39 and HK$1.66 per share respectively.

(2) The Share Options with respect to a grantee will be exercisable in the
following manner:

(i)  20% of the share options will be vested on the first anniversary
of the date of grant and will be exercisable within five years from
the first anniversary of the date of grant.

(i) 20% of the share options will be vested on the second
anniversary of the date of grant and will be exercisable within
five years from the second anniversary of the date of grant.

(iii) 20% of the share options will be vested on the third anniversary
of the date of grant and will be exercisable within five years from
the third anniversary of the date of grant.

(iv) 20% of the share options will be vested on the fourth anniversary
of the date of grant and will be exercisable within five years from
the fourth anniversary of the date of grant.

(v) 20% of the share options will be vested on the fifth anniversary
of the 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 interim report, the remaining number of
shares available for issue under the Share Option Scheme is
337,250,000 shares, representing approximately 8.4% of the
total issued shares of the Company.

During the Reporting Period, no Options were exercised,
cancelled or lapsed under the Share Option Scheme.

EMPLOYEE AND REMUNERATION POLICIES

As at 30 June 2019, the Group employed 4,626 (as at 30 June
2018: 2,875) staff in the PRC and Hong Kong. The Group
remunerates its employees based on their performance,
working experience and the prevailing market price. Other
employee benefits include mandatory provident fund, insurance
and medical coverage and training programs.
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OTHER INFORMATION (Continued)
HER (&)

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

The Directors and senior management may also receive
Options to be granted under the Share Option Scheme. For
further details of the Share Option Scheme, please refer to the
sub-section headed “Share Option Scheme” above.

COMPLIANCE WITH LAWS AND REGULATIONS

During the Reporting Period and up to the date of this interim
report, the Group has complied with the relevant laws and
regulations that have a significant impact on the Company.

EVENTS AFTER THE REPORTING PERIOD

In July 2019, according to the Facilities Agreement signed
between the Company and the Bank of China (Hong Kong)
Company Limited, the Company withdrew borrowings of
HKD140 million for 5 years, which was mainly used for
the Company’s merges and acquisition activities and daily
operating purposes. Save as disclosed above, there was no
other important events affecting the Group which has occurred
after the Reporting Period and up to the date of this interim
report.
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INTERIM DIVIDEND

The Board does not recommend any dividend in respect of the
six months ended 30 June 2019 (2018: nil).

CODE ON CORPORATE GOVERNANCE PRACTICES

The Board has committed to achieving high corporate
governance standards in order to safeguard the interests
of Shareholders and to enhance corporate value and
accountability. The Company has complied with all the code
provisions set forth in the Corporate Governance Code as
set out in Appendix 14 to the Listing Rules (the “Corporate
Governance Code”) during the Reporting Period. 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 Reporting
Period.

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.

OTHER INFORMATION (Continued)
Hir&s(8)

HHIRE

EEe NEEREE20195F6 8308 1/~ E
AR B (20184 = &) o

EEEAERTA

EZeRNIRERSBRENTEREEL Bk
RERREZREFAARRCEEBERRE
1 o RABNIRERE —EET EHARRIM
BT UAENERERTRI(REERT
R DR EIEPTA TRIRX - EEGKEE
BHNEEARBINEEE TR - NlH
SERENEEER

AR BB R BT AR AP 8%+ PR EUIR 2 <7
Al -

ERAARAEBER(FLARS
EERAREN mEHE B8 TRET] -

ARRRIGIET A TERARLE ST AR ST RIE R
AR AR AR AR ESRER KA
BHENRAEEEETESFX SN TR

INTERIM REPORT 2019 HHiER &

33



34

OTHER INFORMATION (Continued)
HER (&)

AUDIT COMMITTEE AND REVIEW OF UNAUDITED 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 consolidated
financial statements and the interim report of the Group for the
Reporting Period.

RECOMMENDATION TO CONSULT PROFESSIONAL TAX
ADVICE

The Company is not aware of any tax relief or exemption
available to the shareholders of the Company by reason of their
holding of the Company’s securities. If the shareholders of the
Company are not sure about the tax effect on the purchase,
holding, sale, trading or exercise of any rights attached to the
relevant shares of the Company, they are recommended to
consult independent experts for advice.

CHANGES TO DIRECTORS’ AND CHIEF EXECUTIVE’S
INFORMATION

The directors of the Company confirmed that no information is
required to be disclosed pursuant to Rule 13.51B of the Listing
Rules.

PURCHASE, SALE OR REDEMPTION OF LISTED
SECURITIES OF THE COMPANY

During the Reporting Period, neither the Company nor its
subsidiaries has purchased, sold or redeemed any of the
Company'’s listed securities.

MATERIAL ACQUISITIONS AND DISPOSALS

Save as disclosed in the section headed “Management
Discussion and Analysis — Acquisitions in progress during
the Reporting Period” above in this interim report, the Group
did not have any other material acquisitions or disposals of
subsidiaries, associates and joint ventures during the Reporting
Period.
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OTHER INFORMATION (Continued)
Hir&s(8)

RECTIFICATION MEASURES Bk

As disclosed in the “Business” section of the Prospectus, the FHINFEREZR[EE|—SMEE  EEAX
Group has certain buildings occupied by Chongging College of F®HXEp: - EE T AZRMBR MANS G
Humanities, Science and Technology, Pass College of Chongqing /22 (WA HRNE TESE
Technology and Business University and Inner Mongolia Fengzhou — fEX#EIRIE - NEBCIZIHFERAZEESE -
Vocational College (Qingcheng Branch) that had defective titles. T 4<% B IF 3 /7 A B R BT 4 8 J2 A e 3@
The Group has ceased using such buildings and the Group is EH @ LEVESHREMZTER BRI o
using the best efforts to promptly make appropriate applications & ZA BB RE HER - FEHMRRAOT
with the relevant government authorities to obtain the required

permits and/or acceptance checks. As at the date of this interim

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

Total number of
buildings which we

Total number have obtained the

Buildings occupied by
BRFRUATHEER

Chongging College of Humanities,

Science and Technology
BRAXRIRSNR
Pass College of Chongging
Technology and Business
University
BEEIBARZRNSH
Inner Mongolia Fengzhou
Vocational College
(Qingcheng Branch)
NELEMBESR(BRAR)

On behalf of the Board

Li Xuechun
Chairman

Hong Kong, 16 August 2019

*

For identification purpose only

of buildings

with defective
titles as disclosed
in the Prospectus
REREREEZ
FHFERE

15

building ownership
certificates

as at the date of
this interim report
RERRHEEH
RPEHEEE
FrERRENETEY

12

REEE

=)

E
F85

&4 - 2019F8H16H

* {EHES

acceptance checks
as at the date of
this interim report

RAFREHE B B EEERA
HEELEE  UREREN
FFAEE RRENEFHE
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INTERIM CONDENSED CONSOLIDATED STATEMENT OF PROFIT
OR LOSS AND OTHER COMPREHENSIVE INCOME

PHEHGFSERREMEZENRR

For the six months ended 30 June 2019 #2019 6 A30H L-/~18 A

Six months ended 30 June

EZ6A30HL<MEA
2019 2018
(Unaudited) (Unaudited)
(REER) (REERZ)
RMB’000 RMB’000
ARBT ARETFTT
REVENUE g 2 526,397 316,253
Cost of sales HEKA (219,868) (127,708)
Gross profit EF 306,529 188,545
Other income and gains H A B o 39,258 44,924
Selling and distribution expenses HE R X (5,554) (6,453)
Administrative expenses TR (83,129) (54,952)
Other expenses, net H bSO E8 (10,536) (3,379)
Finance costs REPA (36,821) (2,356)
Share of loss of an associate DEME R RIEE (341) (39)
Fair value gain from an equity BAVFEF ABENRERE
SN ==
investment at fair value through MAFERE
profit or loss 905 60,254
PROFIT BEFORE TAX BRBLAT R A 210,311 226,544
Income tax expense g Bi< (6,637) (5,552)
PROFIT FOR THE PERIOD CEh-2 203,674 220,992
Attributable to: AT REAS -
Owners of the parent ENCIE 2PN 207,125 217,914
Non-controlling interests IR ER (3,451) 3,078
203,674 220,992
Earnings per share attributable to ordinary /7] 3@siEEH A
equity holders of the parent: EIEEREAF :
Basic AR RMB0.0516  RMBO0.0542
AR¥0.0516c AR¥0.05427T
Diluted =3 RMBO0.0515 RMB0.0542
AK¥0.0515t AR®0.05427T
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INTERIM CONDENSED CONSOLIDATED STATEMENT OF PROFIT OR LOSS AND OTHER COMPREHENSIVE INCOME (Continued)
PHERGESERRRMMZENGR (E)

For the six months ended 30 June 2019 #;Z=2019F6 A30H (/518 A

Six months ended 30 June

HZ6A30ALLAEA
2019 2018
(Unaudited) (Unaudited)
(REERZ) (REERZ)
RMB’000 RMB’000
ARETR ARETT
PROFIT FOR THE PERIOD fEa 203,674 220,992
OTHER COMPREHENSIVE INCOME Hp2mEU s
Other comprehensive income that AIaEN BRI IR &
may be reclassified to profit or loss in DEEERN
subsequent periods: H b2
Exchange differences on translation of BEMBERR
financial statements b H = (1,259) (549)
Net other comprehensive income that BEIN-EEE N
may be reclassified to profit or loss in BN EEERN
subsequent periods Hih 2R3 (1,259) (549)
Other comprehensive income that will TeR R
not be reclassified to profit or loss in BN EEEEN
subsequent periods: Hth 2 s
Exchange differences on translation of BREMBERRL
financial statements bEH =5 1,664 13,452
Net other comprehensive income that T ER R
will not be reclassified to profit or EFNEEEREN
loss in subsequent periods Hfth 2 [ e F 58 1,664 13,452
OTHER COMPREHENSIVE INCOME HEEMEERE
FOR THE PERIOD 405 12,903
TOTAL COMPREHENSIVE INCOME PE2ERSEE
FOR THE PERIOD 204,079 233,895
Total comprehensive income UTEGZEKEBE
attributable to:
Owners of the parent [SYNGIE ZEPN 207,530 230,817
Non-controlling interests Sl g (3,451) 3,078
204,079 233,895
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INTERIM CONDENSED CONSOLIDATED STATEMENT OF FINANCIAL POSITION

PHBERS

30 June 2019 201946 H30H

BB IR R

[VNITHW 31 December

2019 2018
20195 2018%F
6H30H 12H31H
(Unaudited) (Audited)
(REER) (fe&%)
Notes RMB’000 RMB’000
Bt aE AR®T T ARBFT
NON-CURRENT ASSETS FRBEE
Property, plant and equipment Y - BE R 9 2,203,340 2,157,994
Right-of-use assets ERAEEE 753,635 =
Prepaid land lease payments TEfS LR E IR - 744,785
Goodwill RS 1,685,099 1,685,099
Other intangible assets Hip R & E 5,967 6,257
Investments in associates E DRI E 1,687 2,030
Equity investment at fair value through ZRAFEFAHMEE
other comprehensive income WS MRS RIS & 10 6,380 6,380
Equity investment at fair value through A FET ABzEHIALHE
profit or loss & 10 62,509 61,347
Other non-current assets HEiIEmeEE 11 771,910 382,559
Total non-current assets IEMBEERE 5,490,527 5,046,451
CURRENT ASSETS REEE
Inventories #E 1,258 1,381
Trade receivables B 5 WA 12 6,768 525i10
Prepayments, other receivables and TERTFRIE « EfhEYRIE
other assets N HE B E 76,011 62,986
Cash and bank balances e MIRITHERR 752,789 1,505,820
Restricted bank balances ZIR BRI T4 6 2,324
Total current assets MEVEEME 836,832 1,578,021
CURRENT LIABILITIES REEE
Contract liabilities CRON=NE 13 27,914 534,097
Other payables and accruals H fth &~ RIE R FEST B 14 485,405 697,349
Deferred income — current TRIEU A — BN ER 21,218 19,937
Interest-bearing bank and other STRRITREMEE
borrowings 15 260,560 244 635
Tax payable JERTTIE 15,648 11,063
Total current liabilities nBREERE 810,745 1,507,081
NET CURRENT ASSETS REBEEFE 26,087 70,940
TOTAL ASSETS LESS CURRENT REERRBARG
LIABILITIES 5,516,614 SlEl7=390
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INTERIM CONDENSED CONSOLIDATED STATEMENT OF FINANCIAL POSITION (Continued)
PHEHREHHRRR ()

30 June 2019 201946 530H

VNI 31 December

2019 2018
20195 20184
6H30H 12H31H
(Unaudited) (Audited)
(REER) (re&%)
Notes RMB’000 RMB’000
iz AR®T T ARET T
NON-CURRENT LIABILITIES FRBEME
Deferred income — non-current EEUW A — FEBNER 340,636 282,027
Interest-bearing bank and other FFERITREMEER
borrowings 15 330,499 214,099
Other long term liability EMERHEE 302,225 310,538
Put option liability RLHAESE 800,074 781,332
Total non-current liabilities JERMB A ELRTE 1,773,434 1,587,996
Net assets BEFE 3,743,180 3,529,395
EQUITY =
Equity attributable to owners of the BREIHE AEGER
parent
Share capital LN 16 307 307
Reserves (i 3,625,337 3,408,101
3,625,644 3,408,408
Non-controlling interests JEVER R 117,536 120,987
Total equity s 3,743,180 3,529,395
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INTERIM CONDENSED CONSOLIDATED STATEMENT OF CHANGES IN EQUITY
PHERGESEREER

For the six months ended 30 June 2019 #2019 6 A30H L-/~18 A

Attributable to owners of the parent

BATRAARL

Fair value
reserve of
financial assets
at fair value
Share  through other Exchange Non-
Share Contributed Capital ~ Statutory option comprehensive  Retained fluctuation controlling
capital surplus reserve reserve reserve income profits reserve Total interests
BRATFEFA
At 2EWE
HemEE HERD
B&  EHBR EARE  EERE BRERE WATERE 87N fkfe At FRRER BEs
RMB'000 RMB’000 RMB’000  RMB’000  RMB’000 RMB'000 RMB’000 RMB’000 RMB'000 RMB'000  RMB’000
ARMTT ARMTRT ARMTRT ARMTR ARMTR  ARMTR ARMTR AR%TR ARBTR ARBTR AR%TR

(Note 16)
(HzE16)

At 1 January 2019 (audited) R201951A1R

(B&%) 307 160,308 1,220,650 626,472 16,408 380 1,401,208 (17,325) 3,408,408 120,987 3,529,395
Profit for the period Ha - - - - - - 207,125 - 27,125 (3,451) 203,674
Other comprehensive income for HRE M2
the period: Mgz
Exchange differences related ~ AREAEEBHK
to transation of financial LERZESR
statements - - - - - - - 405 405 - 405
Total comprehensive income for S 2E Rz A%
the period - - - - - - 207,125 405 207,530 (3,451) 204,079
Recognition of share-based BRARDAER 2
payment expenses 0ER - - - - 9,706 - - - 9,706 - 9,706
Transfer from retained profits BB A7 - - - 63,554 - - (63,554) - - - -
At 30 June 2019 (unaudited) 7201966308
(REER) 307 160,308 1,220,650 690,026 26,114 380 1,544,779 (16,920) 3,625,644 117,536 3,743,180
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INTERIM CONDENSED CONSOLIDATED STATEMENT OF CHANGES IN EQUITY (Continued)
PHERRERRSBR(E)

For the six months ended 30 June 2019 #;Z=2019F6 A30H (/518 A

Attributable to owners of the parent

SRAEEAERL
Fair value
reserve of
financial assets
at fair value
through other Exchange Non-
Share  Contributed Capital Statutory Share  comprehensive Retained fluctuation controlling Total
capital surplus reserve reserve option reserve income profits reserve Total inferests equity
BATEHA
A2 EkE
NemAE SERE
BA EEBR  AARE  AERE  BRERER  ORTERE  2RED 3 Bt FERER b 20
RMB'000 RMB000 RMB'000 RMB'000 RMB'000 RMB000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
ARETT  ARMTT ARMTR ARETz ARETR ARETT ARMTR ARETz ARETz ARETZ ARETR
(Note 16)
(RyzE16)
At 1 January 2018 (audited) R2018F1A1R (8FH) 307 160,308 1,220,650 545,873 3,300 2,450 1,148,968 (63,721) 3,028,136 120998 3,149,133
Proft for the period e - - - - - - oo - 79u 3078 22099
Other comprehensive income for the S MAENE :
period:
Exchange differences related to EREERBERL
translation of financial statements ERER - - - - - - - 12,903 12,003 - 12,903
Total comprehensive income for the 2 TREHAE
period - = = = = = 217,914 12,903 230,817 3,078 233,895
Recognition of share-based payment ~ BRMURHEEEZ
expenses fEER - - - - 4,048 - - - 4,048 - 4,048
Transfer from retained profts ERERRET - = = 44,301 - = (44.301) - - - -
At30 June 2018 (unaudited) 72018565308
(REEH) 07 160308 1220650 50,174 8248 2450 1,322,581 (40818) 3263900 124076 3387976
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INTERIM CONDENSED CONSOLIDATED STATEMENT OF CASH FLOWS
PHERRSRENER

For the six months ended 30 June 2019 #2019 6 A30H L-/~18 A

Six months ended 30 June
EZ6H308 LLEA

Notes 2019 2018
B ek (Unaudited) (Unaudited)
(RBER) (RIEEZ)
RMB’000 RMB’000
AR% TR ARETT
CASH FLOWS FROM OPERATING RETHABSRERE
ACTIVITIES
Profit before tax B 5 BiDE A 210,311 226,544
Adjustments for: AT RIBFEE -
Finance costs BhE R AR 36,821 2,356
Share of loss of an associate DIGEEE N FBE 3 39
Investment income from short-term R HA AT 2R EH
investments measured at amortised cost ®E ML NFERT A
and short-term investments measured at BRitENEHRE
fair value through profit or loss ZIERA 4 (1,285) (6,236)
Bank interest income HRITA B M A 4 (6,013) (10,222)
Interest income from a company controlled 3K BB A & R IR
by the former shareholders of a R E i NCITEOR ISR O
subsidiary 4 (4,037) -
Fair value gain from an equity investment  3ZAF(EFF AlBz=AIM&
at fair value through profit or loss A N T ERE (905) (60,254)
Loss on disposal of items of property, BEY - BEREE
plant and equipment, net IHE BEFE - 6
Government grants released B2 R BUT i B (17,910) (25,934)
Depreciation of property, plant and M - BE REETE
equipment 57,730 35,783
Depreciation of right-of-use assets/ ERBEERE TR
recognition of prepaid land lease TAfT T E FRIE
payments 9,194 3,620
Amortisation of other intangible assets H A fE 72 & EEE GH 865 521
Provision for expected credit losses of H b fE U s IE T HA{E
other receivables EEERE 6,450 47
Reversal of impairment of other receivables -t Ji& Y 7k T8 el (B ¢ [ - (500)
Provision for equity-settled share option VARE 25 45 5 #) BB IR R
expense > B 9,706 4,948
301,268 170,718
Decrease in inventories FERD 123 101
(Increase)/decrease in trade receivables 2 5 W KIE
(1), E (1,258) 275
Increase in prepayments, other receivables FB{FUIE « Hith EUR I8
and other assets K E A& E AN (16,326) (29,540)
Decrease in other payables and accruals  E b 8 {~ 5/I8 K fE =+ & B
W (200,056) (59,706)
Decrease in contract liabilities aBHEaERD (506,183) (308,052)
Government grants received B UK T 7 BN 77,800 1,900
Decrease in restricted bank deposits X PR BISRITIE SR A 2,318 14,811
Cash used in operations KEFARS (342,314) (209,493)
Interest received B U F 8 6,013 10,222
Income tax paid =ENIZECE (1,502) (4,950)
Net cash flows used in operating activities #&&/ZEFTABRE S RE
SF2E (337,803) (204,221)
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INTERIM CONDENSED CONSOLIDATED STATEMENT OF CASH FLOWS (Continued)

PHEBRESRENER(E)

For the six months ended 30 June 2019 #;Z=2019F6 A30H (/518 A

Six months ended 30 June
EZ6H308 LL<EA

Notes 2019 2018
B ek (Unaudited) (Unaudited)
(RBEXK) (REERZ)

RMB’000 RMB’000

AR¥T T ARETFTT

Net cash flows used in operating activities

RETHFIRBRTRE

FEE (337,803) (204,221)

CASH FLOWS FROM INVESTING ACTIVITIES REEEFIBRERE
Increase in prepayment for acquisition of a Y E —FTR P 224 HY

private school TR FRIEIE AN (18,360) -
Purchase of items of property, plant and BEWME  BEKEE

equipment HH (114,723) (1,328)
Proceeds from disposal of items of property, &Y% - BE KiRkE

plant and equipment 15 B TS 508 - 14
Additions to other intangible assets ANEEMELEE (575) (1,752)
Acquisition of subsidiaries WHEHI B A A - (60,260)
Purchase of an equity investment at fair BERATETABERN

value through profit or loss RIERE - (56,376)
Purchase of short-term investments BERATEFAERE

measured at fair value through profit or FFEMNEERE

loss (270,000) (753,300)
Receipt from maturity of short-term BAFEFABRITERN

investments measured at fair value through %2 H3#& & 2| HA 89 3k

profit or loss 270,000 929,300
Investment income from short-term R SHRC AT E /R H

investments measured at amortised cost WERIR A ERTA

and short-term investments measured at BRiTEMEHKRE

fair value through profit or loss ZIREWA 1,285 6,236
Advance of a loan to a company controlled [ HJ/@ 2 7] RIS AT

by the former shareholders of a subsidiary QBB E K (400,000) =
Advance of a loan to an associate M — A E R BB ER - (8,700)
Net cash flows (used in)/from investing wEES(FTR), /5

activities RERBFHE (532,373) 53,834
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INTERIM CONDENSED CONSOLIDATED STATEMENT OF CASH FLOWS (Continued)
PHEBRESRENER(E)

For the six months ended 30 June 2019 #2019 6 A30H L-/518 A

Six months ended 30 June
EZ6H308 LL<EA
Notes 2019 2018

CASH FLOWS FROM FINANCING
ACTIVITIES

MEETBAERERE

AR®BT

ARETTT

L= (Unaudited) (Unaudited)
(RBER) (RIEEZ)
RMB’000 RMB’000

New bank loans HERITER 240,915 —
Repayment of other loans BEEMER (91,500) (115,357)
Interest paid ERTFIE (7,259) (27,223)
Interest element of sale and leaseback ErEERASMRA

rental payments FMEHH (7,723) =
Principal portion of lease payments/finance FEfZH BMEHRSHE

lease rental payments NHROASHH (17,248) =
Net cash flows from/(used in) financing BMEEBAE(FTA)

activities REeEREFHE 117,185 (142,580)
NET DECREASE IN CASH AND CASH RERREZEYRD

EQUIVALENTS i (752,991) (292,967)
Cash and cash equivalents at beginning HyBHeRBEeEED

of period 1,505,820 1,939,648
Effect of foreign exchange rate changes, EXRSEFHTE  FH

net (40) 9,117
CASH AND CASH EQUIVALENTS ATEND HiXRBERBEELZEY

OF PERIOD 752,789 1,655,798
ANALYSIS OF BALANCES OF CASH AND HeRBELEEYHEH

CASH EQUIVALENTS DT
Cash and bank balances e MIRTTHRR 752,789 1,316,368
Short-term investments measured at EERRIGEBEA

amortised cost with original maturity of =& A AT i 8

less than three months when acquired RAGTERREIRE - 339,430

752,789 1,655,798
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NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL INFORMATION
DI O RS M B E R

2.1

CORPORATE AND GROUP INFORMATION

Minsheng Education Group Company Limited (the
“Company”) was incorporated in the Cayman lIslands 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 six months ended 30 June 2019 (the “Period”), the
Company and its subsidiaries (collectively referred to
as the “Group”) were principally engaged in providing
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 Period have been
prepared in accordance with International Accounting
Standard (“lIAS”) 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 consistent with
those used in the Group’s annual consolidated financial
statements for the year ended 31 December 2018, 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 financial statements, and
should be read in conjunction with the Group’s annual
consolidated financial statements for the year ended 31
December 2018.

2.1

AAREEHER

REHEEHABERARIXA8])
2005512130 £ A £ & & R 1%
eSS ANGMAIREREAR
NAEle ARaFMitERA i &
Cricket Square, Hutchins Drive, P.O.
Box 2681, Grand Cayman KY1-1111,
Cayman lIslands °

AABALELZERAT - REZE2019
F6A30BLEANEA(THEL) - XA
REWB AR (5B AER])EERT
EARATE([PEDIREHE R -

fmBLEE

AEEHEMENZERERZD G
iR e SRR IR EER S5 £ 82
EERM B G ER ([ B
RIDESRA A HFHRERHE - %F
MBBRENARE(TARE D27 - K
FAEHA  BRAESB|HTERA
EREAN TR -

REZEARCEZT PGS M BH
KEIEANSETECR MR R EEEARE
EH E2018F12A31A L FENEFE
A MBRERAMERAER B HERRK
Rl RIS ET BIBR B i sl o 22 A1) ([ BB
MBHREER ) (MRERERETER]
([EBREstEA ) RZEE)RINHA
TXHIE2. 2T EE) o

ZERKEEZT RS E W BEwERIL
PEEERAEENFENBRE AR
IR B ER R - I FE SRS H A&
E2018F12HH IEEFENFELE
WEEmER—0FB0E -
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NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL INFORMATION (Continued)

PHERIRE W HBERM S (8)

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:

Amendments to IFRS 9 Prepayment Features with
Negative Compensation

IFRS 16 Leases

Amendments to IAS 19 Plan Amendment, Curtailment
or Settlement

Amendments to IAS 28 Long-term Interests in
Associates and Joint Ventures

IFRIC 23 Uncertainty over Income Tax
Treatments
Annual Improvements Amendments to IFRS 3, IFRS
2015-2017 Cycle 11, IAS 12 and IAS 23

Other than as explained below regarding the impact
of IFRS 16 Leases, Amendments to IAS 28 Long-term
Interests in Associates and Joint Ventures and IFRIC 23
Uncertainty over Income Tax Treatments, the new and
revised standards are not relevant to the preparation of
the Group’s interim condensed consolidated financial
information. The nature and impact of the new and revised
IFRSs are described below:

Minsheng Education Group Company Limited REHBEEFER A 7
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NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL INFORMATION (Continued)
PHEBIREWHBERME(8)

2.2 CHANGES IN ACCOUNTING POLICIES AND
DISCLOSURES (continued)

22 SERRESBREELE(H)

(a) IFRS 16 (a) BRI EERE16%

IFRS 16 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 account
for all leases under a single on-balance sheet model.
Lessor accounting under IFRS 16 is substantially
unchanged from IAS 17. Lessors will continue to
classify leases as either operating or finance leases
using similar principles as in IAS 17. Therefore, IFRS
16 did not have any financial impact for leases where
the Group is the lessor.

The Group adopted IFRS 16 using the modified
retrospective method of adoption with the date of initial
application of 1 January 2019. Under this method, the
standard is applied retrospectively with the cumulative
effect of initial adoption as an adjustment to the
opening balance of retained earnings at 1 January
2019, and the comparative information for 2018 was
not restated and continues to be reported under IAS
17,

B R B 75 3R 45 22 Bl S5 1657 UK B
Re I EANEITRAEE - HEH
BREREZE SR BEIRE
TLHEEHEHE  BRAR
ZESREBEIRLLHE—#F
BRERZEZESREFE2TR
R REELZREFEANXRZE
ZoZEAHINEHEBEEER
FE EREEEMNRL WK
EABASRFEHERE—BE
BEREBEAAR - BRI BHRE
ZERAFEIGHRBEBTHLEEAASHE
BHERGTENEI7TRE T
BEEFARBERTE - HEA
& B R B PR g 5 2RI 75
FrEmBEURBHEESEAKL
EHEIMERE - Bt - fHA
SEALHEA  RIRERTBHRE
XA FE16RH A E W EIEKEM

MGEE -

AEBRAKETEBHERER
MBEIPR B A s R E165 - &
X FE A A H A22019F1 818 -
BB 5% - %R T LAB M FE
A REXRANRTZEAR
A 201951 518 B 17 Uk 25 5
VIR EER TR - M20184F A LEL &
ERYEED  WEERERRE
SEHERFE17HETHIR o
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2.2 CHANGES IN ACCOUNTING POLICIES AND
DISCLOSURES (continued)

(a) IFRS 16 (continued)

New definition of a lease

Under IFRS 16, a contract is, or contains a lease if
the contract conveys a right to control the use of an
identified asset for a period of time in exchange for
consideration. Control is conveyed where the customer
has both the right to obtain substantially all of the
economic benefits from use of the identified asset and
the right to direct the use of the identified asset. The
Group elected to use the transition practical expedient
allowing the standard to be applied only to contracts
that were previously identified as leases applying
IAS 17 and IFRIC 4 at the date of initial application.
Contracts that were not identified as leases under IAS
17 and IFRIC 4 were not reassessed. Therefore, the
definition of a lease under IFRS 16 has been applied
only to contracts entered into or changed on or after 1
January 2019.

At inception or on reassessment of a contract that
contains a lease component, the Group allocates the
consideration in the contract to each lease and non-
lease component on the basis of their standard-alone
prices. A practical expedient is available to a lessee,
which the Group has adopted, not to separate non-
lease components and to account for the lease and
the associated non-lease components (e.g., property
management services for leases of properties) as a
single lease component.
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NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL INFORMATION (Continued)
PHERIRE W HBERM S (8)

22 SRR BRKELE (E)

(a) EIRREIFREERIE1655 (&)
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NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL INFORMATION (Continued)
PHEBIREWHBERME(8)

2.2 CHANGES IN ACCOUNTING POLICIES AND
DISCLOSURES (continued)

22 S BRRSBRKELE(E)

(a) IFRS 16 (continued) (a) BRI EERIE16% ()

As a lessee — Leases previously classified as
operating leases

Nature of the effect of adoption of IFRS 16

The Group has lease contracts for various items
of property, vehicles and other equipment. As a
lessee, the Group previously classified leases as
either finance leases or operating leases based on
the assessment of whether the lease transferred
substantially all the rewards and risks of ownership
of assets to the Group. Under IFRS 16, the Group
applies a single approach to recognise and measure
right-of-use assets and lease liabilities for all leases,
except for two elective exemptions for leases of low
value assets (elected on a lease by lease basis) and
short-term leases (elected by class of underlying
asset). The Group has elected not to recognise right-
of-use assets and lease liabilities for (i) leases of low-
value assets (e.g., audio equipment); and (ii) leases,
that at the commencement date, have a lease term of
12 months or less. Instead, the Group recognises the
lease payments associated with those leases as an
expense on a straight-line basis over the lease term.

Impacts on transition

Lease liabilities at 1 January 2019 were recognised
based on the present value of the remaining lease
payments, discounted using the incremental borrowing
rate at 1 January 2019 and included in interest-
bearing bank and other borrowings.
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2.2 CHANGES IN ACCOUNTING POLICIES AND
DISCLOSURES (continued)

(a) IFRS 16 (continued)

As a lessee — Leases previously classified as
operating leases (continued)

Impacts on transition (continued)

The right-of-use assets were measured at the amount
of the lease liability, adjusted by the amount of any
prepaid or accrued lease payments relating to the
lease recognised in the statement of financial position
immediately before 1 January 2019. All these assets
were assessed for any impairment based on IAS 36
on that date. The Group elected to present the right-
of-use assets separately in the statement of financial
position.

The Group has used the following elective practical
expedient when applying IFRS 16 at 1 January 2019:

— Applied the short-term lease exemptions to leases
with a lease term that ends within 12 months from
the date of initial application.
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NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL INFORMATION (Continued)
PHERIRE W HBERM S (8)

22 SRR BRKELE (E)

(a) BIBERAITS#EERIE 1655 (4H)
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NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL INFORMATION (Continued)
PHEBIREWHBERME(8)

2.2 CHANGES IN ACCOUNTING POLICIES AND
DISCLOSURES (continued)

(a) IFRS 16 (continued)

As a lessee — Leases previously classified as

operating leases (continued)

Impacts on transition (continued)

The impacts arising from the adoption of IFRS 16 as

at 1 January 2019 are as follows:

22 S BRRSBRKELE(E)

(a) BIBRAITS#EERIE 1655 ()

=485
BETE

201941 A1 8 £ F BB B 75 3R

EREBAN- KD
ENHEE (R

STREAF1SENTZENT

Increase/
(decrease)
#hn, CRL)
RMB’000
AR®ET T
(unaudited)
(REETEZ)
Assets BE
Increase in right-of-use assets EEEELN 762,829
Decrease in prepaid land lease payments TS T EFIER D (744,785)
Decrease in prepayments, other receivables B FUIA ~ E b fE U IE &
and other assets E@ﬁ%xﬁﬁw\ (18,044)
Increase in total assets HEEEM -
Liabilities 8E

Increase in interest-bearing bank and
other borrowings

At EERIT R EAEEIR N

Increase in total liabilities

B EIE
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NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL INFORMATION (Continued)

PHERIRE W HBERM S (8)

2.2 CHANGES IN ACCOUNTING POLICIES AND
DISCLOSURES (continued)

(a) IFRS 16 (continued)

As a lessee — Leases previously classified as

operating leases (continued)

Impacts on transition (continued)

The lease liabilities as at 1 January 2019 reconciled to

22 SRR BRKELE (E)

(a) BIBERAITS#EERIE 1655 (4H)

EmEE

=485
BETE

EREBAN- KD

(&)
(&)

R2019F1A1EMHEEAEHR

the operating lease commitments as at 31 December 2018F 12 A31H W& & T & &I
2018 is as follows: HERWT -
RMB’000
ARBTT
(unaudited)
(R&ERZ)
Operating lease commitments as M2018F 12 A31 B &
at 31 December 2018 THEAE 9,713
Weighted average incremental borrowing 75/\2019¢1H1 HEYpiiE 15
rate as at 1 January 2019 = {8 4.9%
Discounted operating lease commitments )5/\2019¢1ﬂ1 HAEYRLIR AL &
at 1 January 2019 FHEAE 8,377
Less: Ve
Commitments relating to short-term 52 HAFE & % FEl #R 7 AP
leases and those leases with 2019412 A31H K
a remaining lease term ending on ZAlE Mm% ERER
or before 31 December 2019 MR EE 1,959
Adjustments relating to variable lease R IR ) B B A AR KA A
payments linked to future performance Bem R A E R
of an underlying asset 6,418

Lease liabilities as at 1 January 2019

A2019F1 B1AWHEAR
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NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL INFORMATION (Continued)
PHEBIREWHBERME(8)

2.2 CHANGES IN ACCOUNTING POLICIES AND
DISCLOSURES (continued)

22 S BRRSBRKELE(E)

(a) IFRS 16 (continued) (a) BRI EERIE16% ()

Summary of new accounting policies

The accounting policy for leases as disclosed in the
annual financial statements for the year ended 31
December 2018 is replaced with the following new
accounting policies upon adoption of IFRS 16 from 1
January 2019:

Right-of-use assets

Right-of-use assets are recognised at the
commencement date of the lease. Right-of-use
assets are measured at cost, less any accumulated
depreciation and any impairment losses, and adjusted
for any remeasurement of lease liabilities. When the
right-of-use assets relate to interests in leasehold land
held as inventories, they are subsequently measured
at the lower of cost and net realisable value in
accordance with the Group’s policy for “inventories”.
The cost of right-of-use assets includes the amount
of lease liabilities recognised, initial direct costs
incurred, and lease payments made at or before
the commencement date less any lease incentives
received. Unless the Group is reasonably certain to
obtain ownership of the leased asset at the end of
the lease term, the recognised right-of-use assets are
depreciated on a straight-line basis over the shorter
of the estimated useful life and the lease term. When
a right-of-use asset meets the definition of investment
property, it is included in investment properties. The
corresponding right-of-use asset is initially measured
at cost, and subsequently measured at fair value, in
accordance with the Group’s policy for ‘investment
properties’.

HETHBERME
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2.2 CHANGES IN ACCOUNTING POLICIES AND
DISCLOSURES (continued)

(a) IFRS 16 (continued)

Summary of new accounting policies (continued)
Lease liabilities

Lease liabilities are recognised at the commencement
date of the lease at the present value of lease
payments to be made over the lease term. The lease
payments include fixed payments (including in-
substance fixed payments) less any lease incentives
receivable, variable lease payments that depend on
an index or a rate, and amounts expected to be paid
under residual value guarantees. The lease payments
also include the exercise price of a purchase option
reasonably certain to be exercised by the Group and
payments of penalties for termination of a lease, if the
lease term reflects the Group exercising the option
to terminate. The variable lease payments that do not
depend on an index or a rate are recognised as an
expense in the period in which the event or condition
that triggers the payment occurs.

In calculating the present value of lease payments,
the Group uses the incremental borrowing rate at the
lease commencement date if the interest rate implicit
in the lease is not readily determinable. After the
commencement date, the amount of lease liabilities
is increased to reflect the accretion of interest and
reduced for the lease payments made. In addition,
the carrying amount of lease liabilities is remeasured
if there is a modification, a change in future lease
payments arising from change in an index or rate,
a change in the lease term, a change in the in-
substance fixed lease payments or a change in
assessment to purchase the underlying asset.
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22 SRR BRKELE (E)
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B R R 3R & 2E R 1645 (48)
HETEBORME (])
HEEE

HERBEREERKERRHEN
W T s E N A 3R A
R HENKBREEENK(2E
BEERBEENFOREMEKEER
B OBURRBEE SN Rrr] & 7H
BN ARFSREEERET
BHXARA - HENKTERE
FEBEAKES TITENBE
BREENTEERZLHENST
AT IR T B R R R AN 5 [
TTHEZBEFERIEELY) - Wk
BURMRIEB XA a] 2HE
R RBEESIBRBBARNEN
HIERE AR A o

R EHENFTRER  HHEE
THASMETZHE  AIARE
BERAREERS B MAIEEE
RAE - NHAKBEHEK HER
BEE B/ THEBARRERE
W BL B A AE & A FRAE L FRR o Ut
v EER - REBEEMKE
BRI EEmERES - H
- BEEEMEE
NREREHKEEREEEN

AHEERES  RIEEHMtEM
EREMREE



NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL INFORMATION (Continued)
PHEBIREWHBERME(8)

2.2 CHANGES IN ACCOUNTING POLICIES AND
DISCLOSURES (continued)

22 S BRRSBRKELE(E)

(a) IFRS 16 (continued) (a) BRI EERIE16% ()

Significant judgement in determining the lease term
of contracts with renewal options

The Group determines the lease term as the non-
cancellable term of the lease, together with any
periods covered by an option to extend the lease if it
is reasonably certain to be exercised, or any periods
covered by an option to terminate the lease, if it is
reasonably certain not to be exercised.

Amounts recognised in the interim condensed
consolidated statement of financial position and
profit or loss and other comprehensive income

EEMGENRERENSONE

B F R E B B KA

ASBERTAIMEHESFH &
FIAEMEZEMREN TR
(HEEEESSITRABER
BRI EEERATRENT
MRS BEEETSTERRR

EERETHESFS -

RS MR R R AR
BakAMEEKSREIANES

#

AEEFERREEREERGEG
Al RRITREMER ) WKRE
BERBRZESHHINWT

The carrying amounts of the Group’s right-of-use
assets and lease liabilities (included within ‘interest-
bearing bank and other borrowings’), and the
movement during the Period are as follow:

Right-of-use assets

EREEE

Prepaid
land lease Lease
Buildings payments Total liabilities

TS L
BT MHEFIE #Et HEAE
RMB’000 RMB’000 RMB’000 RMB’000
ARETT AR%TT ARETT ARETET
(unaudited) (unaudited) (unaudited) (unaudited)
CREERZ) (RE&EZ) (REER) (CREER)
As at 1 January 2019 4201941 81H 23175 760,654 762,829 -
Additions INE = == - =
Depreciation expense  EMX (900) (8,294) (9,194) =
Interest expense FEFZ - - - —
Payments (NEN - - - -
As at 30 June 2019 1201966 H30H {5275 752,360 1585685 -
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NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL INFORMATION (Continued)
PHERIRE W HBERM S (8)

2.2 CHANGES IN ACCOUNTING POLICIES AND
DISCLOSURES (continued)

(a)

(b)

IFRS 16 (continued)

Amounts recognised in the interim condensed
consolidated statement of financial position and
profit or loss and other comprehensive income
(continued)

The Group recognised rent expense from short-term
leases of RMB3,217,000 and leases of low-value
assets of RMB251,000 for the six months ended 30
June 2019.

Amendments to IAS 28 clarify that the scope exclusion
of IFRS 9 only includes interests in an associate or
joint venture to which the equity method is applied and
does not include long-term interests that in substance
form part of the net investment in the associate or
joint venture, to which the equity method has not been
applied. Therefore, an entity applies IFRS 9, rather
than IAS 28, including the impairment requirements
under IFRS 9, in accounting for such long-term
interests. IAS 28 is then applied to the net investment,
which includes the long-term interests, only in the
context of recognising losses of an associate or joint
venture and impairment of the net investment in the
associate or joint venture. The Group assessed its
business model for its long-term interests in associates
and joint ventures upon adoption of the amendments
on 1 January 2019 and concluded that the long-term
interests in associates and joint ventures continue
to be measured at amortised cost in accordance
with IFRS 9. Accordingly, the amendments did not
have any impact on the Group’s unaudited interim
condensed consolidated financial information.
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NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL INFORMATION (Continued)

2.2 CHANGES IN ACCOUNTING POLICIES AND
DISCLOSURES (continued)

(c) IFRIC 23 addresses the accounting for income taxes

(current and deferred) when tax treatments involve
uncertainty that affects the application of IAS 12
(often referred to as “uncertain tax positions”). The
interpretation does not apply to taxes or levies outside
the scope of IAS 12, nor does it specifically includes
requirements relating to interest and penalties
associated with uncertain tax treatments. The
interpretation specifically addresses (i) whether an
entity considers uncertain tax treatments separately;
(ii) the assumptions an entity makes about the
examination of tax treatments by taxation authorities;
(iii) how an entity determines taxable profits or tax
losses, tax bases, unused tax losses, unused tax
credits and tax rates; and (iv) how an entity considers
changes in facts and circumstances. Upon adoption
of the interpretation, the Group considered whether
it has any uncertain tax positions arising from the
transfer pricing on its intergroup sales. Upon adoption
of the interpretation, the directors considered the
interpretation did not have any significant impact on
the Group’s unaudited interim condensed consolidated
financial information.
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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.

Geographical information

During the Period, the Group operated within one
geographical segment 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 segment information is
presented.

Information about major customers

No revenue derived from service provided to a single
customer accounted for 10% or more of the total revenue
of the Group during the Period.
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4.

NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL INFORMATION (Continued)

PHEBIREWHBERME(8)

REVENUE, OTHER INCOME AND GAINS 4. Wz - HaW AR ke
An analysis of revenue is as follows: BAREHITAT
Six months ended 30 June
B Z6H30H 1L ~EA
2019 2018
RMB’000 RMB’000
AR®T T ARETT
(ULETT T )] (Unaudited)
(REER) (REETEZ)
Revenue from contracts with customers ZEF&X Wz
Tuition fees 25 487,673 291,430
Boarding fees EEE 38,724 24,823
526,397 316,253
Other income and gains Hib W A R s
Investment income from short-term R SHRAR T E /R HA
investments measured at amortised cost X & RIRAFETA
and short-term investments measured at Bzt EEHKRE
fair value through profit or loss ZIERA 1,285 6,236
Rental income HaBA 6,390 519
Bank interest income RITHABHA 6,013 10,222
Interest income from a company controlled & & M & A 7] R A% R
by the former shareholders PR HI A BB F &
of a subsidiary WA 4,037 =
Government grants PSR RL
— Related to assets — B EMH 10,210 9,262
— Related to income — U AAB 78 7,700 16,672
Others Hh 3,623 2,013
39,258 44,924
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REVENUE, OTHER INCOME AND GAINS (continued)

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.

Revenue from contracts with customers

(i) Disaggregated revenue information

4,

NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL INFORMATION (Continued)
PHERIRE W HBERM S (8)

s ~ EfbU A R Wss ()

B RE Rl B RH TR B M BB R b
X ELNKEEMATEMEREHR
RSB ERE - B BEERNET
773 R0 AT (AT R A R AR IR I A
£

EE & W
(i) 2EK=ER
Six months ended 30 June

EZE6730H L AEA
2019 2018

RMB’000 RMB’000
AR® TR ARETT
(Unaudited) (Unaudited)
(RBEZ) (REER)

Timing of revenue recognition U 25 R B T

Tuition fees recognised over time PER RS ERNES 487,673 291,430
Boarding fees recognised over time PR AR ERNEEE 38,724 24,823
526,397 Bill6r258
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NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL INFORMATION (Continued)

PROFIT BEFORE TAX

The Group’s profit before tax is arrived at after charging/

(crediting):

PHEBIREWHBERME(8)
BRBE AT R

AEBBRB DG DI, GEA)AT
BIRBES

Six months ended 30 June
EZ6H30B ILL<EA

2019 2018
RMB’000 RMB’000
ARBTT AR¥ETTT
(Unaudited) (Unaudited)
(REEXK) (REEEZ)

Depreciation of property, plant and

e NG

equipment e 57,730 35,783
Depreciation of right-of-use assets/ ERBEERE,
recognition of prepaid land lease HREMN T EE
payments KIE 9,194 3,620
Amortisation of other intangible assets ~ Efh 4 2 & B 5 8 865 521
Minimum lease payments under B ERNRIE
operating leases HE MR 3,468 3,675
Auditor’s remuneration 1% 25 AT B 1,180 1,000
Employee benefit expense BB
(excluding directors’ remuneration): (TERESHE):
Wages and salaries TERF® 100,350 58,583
Equity-settled share option AR 4 H BB AR
expense R 2,414 270
Pension scheme contributions RAREFHEIHR
(defined contribution schemes) (REHZGTED) 22,559 20,726
125,323 79,579
Foreign exchange differences, net VI H ERE 2,919 1,283
Impairment of financial assets: TRVEERIE
Impairment of financial assets FTATERRIE -
included in prepayments, other E U GRIE K
receivables and other assets HEMEENEH
BERE 6,450 47
Reversal of impairment of financial FFAFE IR
assets included in prepayments, E R GRIE K
other receivables and other assets HEMEENSE
BERERD - (500)
6,450 (453)
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NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL INFORMATION (Continued)

PHBBRRSYEERMEE (&)

5. PROFIT BEFORE TAX (continued)

The Group’s profit before tax is arrived at after charging/
(crediting): (continued)

BRBLADER R ()

AR E BB AR TING, GEA) AT
SIBBER ()

Six months ended 30 June
EZ6H308 ILLEA
2019 2018

RMB’000 RMB’000
AR®T T ARBTT
(Unaudited) (Unaudited)
(RRER) (REETEZ)

Investment income from short-term RESHR AT 2/
investments measured at amortised FRHRE MR
cost and short-term investments AN EFABE
measured at fair value through ATEMEHIE
profit or loss ZIERA

Bank interest income |RITHFEUA

Interest income from a company REWEB AT
controlled by the former JRIR R FTHE A 7]
shareholders of a subsidiary B FI B U A

Fair value gain from an equity BAFEFAER
investment at fair value through KR ERE AN TE
profit or loss Wz

Loss on disposal of items of property, EBEE¥WZE - BE MK
plant and equipment, net {HIEE BB SR

Donation expense B

(1,285)
(6,013)

(4,037)

(905)

621

(6,236)
(10,222)

(60,254)

1,029
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6.

NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL INFORMATION (Continued)

INCOME TAX

PHEBIREWHBERME(8)

Six months ended 30 June
B Z6H30H1E<EA
2019 2018

RMB’000 RMB’000
AR®T T ARBTT
(Unaudited) (Unaudited)
(RBEXR) (OR& =A%)

BIE— B A
HAREI R

Current — Mainland China
Charge for the Period

6,637 5,552

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, Minsheng
Secondary Education Company Limited, Minsheng
Education Technology Company Limited, Minsheng
Education Investment Company Limited (previously known
as Minsheng Education Information Company Limited)
and Leed International Education Group Inc. which were
incorporated in the Cayman lIslands, are not subject to
income tax.

Minsheng Education Development (Hong Kong) Company
Limited, Hong Kong College of Technology and Business
Limited and Leed International Education Group (China)
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.

AEBARBAREKE ABIMERE
BZREERES OGN EBEEY
NS -

ARE - REFBEBRATR REHE
RBERARF  REXBFERBRAQ
A REBEHEABRAR RAEHE
REERLDA  REHEMEBERA
A REHEREABRAR(FIBRE
HEGRERAA) RBREEREHE S
BAERARENHASESEMKL - &
AENFEH -

RE%BHR(BE)BERRAR B
TASRERQRREEEEHRE SR
(FEDBRABREBEMKL - R
BREELEZEIERFRNEHEAZR
116.5% M B R BAM B o

F S 5 B 3 R A 2 B B A S R
FERBUAN - Ut A AL EIELEE
ST -
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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 156% under the Western Development Tax Incentive
Scheme available to Chongging Li'ang Education Services
Company Limited and Chongqging 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 for 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, except for Laoling Minsheng
Education High School Company Limited which was
incorporated as a limited company, 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 the Period.

INTERIM DIVIDEND

The Board does not declare any interim dividend for the
six months ended 30 June 2019 (six months ended 30
June 2018: nil).
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NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL INFORMATION (Continued)
PHERIRE W HBERM S (8)
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NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL INFORMATION (Continued)

EARNINGS PER SHARE ATTRIBUTABLE TO ORDINARY
EQUITY HOLDERS OF THE PARENT

The calculation of the basic earnings per share amount is
based on the profit for the Period attributable to ordinary
equity holders of the parent of RMB207,125,000 (2018:
RMB217,914,000), and the weighted average number of
ordinary shares of 4,017,720,000 (2018: 4,017,720,000)
shares in issue during the Period, as adjusted to reflect
the rights issue during the Period.

The calculation of the diluted earnings per share amount
is based on the profit for the Period attributable to ordinary
equity holders of the parent of RMB207,125,000 (2018:
RMB217,914,000). The weighted average number of
ordinary shares used in the calculation is the number of
ordinary shares in issue during the Period, as used in the
basic earnings per share calculation of 4,017,720,000
(2018: 4,017,720,000) shares, and the weighted average
number of ordinary shares assumed to have been issued
at no consideration on the deemed exercise of share
options into ordinary shares of 5,344,483 (2018: 6,234,118).

PROPERTY, PLANT AND EQUIPMENT

During the six months ended 30 June 2019, the Group
acquired assets with a cost of RMB103,076,000 (30 June
2018: RMB50,421,000) as additions to property, plant and
equipment, and acquired property, plant and equipment
of nil (30 June 2018: RMB131,544,000) by acquisition of a
subsidiary.

Assets with a net book value of nil were disposed of by
the Group during the six months ended 30 June 2019 (30
June 2018: RMB20,000), resulting in a net loss on disposal
of nil (30 June 2018: RMB6,000).

PHEBIREWHBERME(8)
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I 2 B4,017,720,000/% (20184 :
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6H30H : AR#20,0007T) ° £k15H
EFEEZT(2018F6H30H : AR
6,0007T) °

INTERIM REPORT 2019 HHiFREH

65



66

NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL INFORMATION (Continued)
PHERIRE W HBERM S (8)

10. OTHER INVESTMENTS

10. HtbiRE

K[V 31 December

2019 2018

20194 20184

6H30H 12H31H

RMB’000 RMB’000

AR®T T ARBTT

(Unaudited) (Audited)

(REER) (f&&|Z)
Equity investments measured at BATHAGENRERE
— Fair value through other —RAVEFAHRMEE

comprehensive income (i) Wz (i) 6,380 6,380

— Fair value through profit or loss (ii) — A FEFTAER) 62,509 61,347

68,889 67,727

(1)

(ii)

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.

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.

Minsheng Education Group Company Limited REHBEEFGR A 7

()

(i)

B R FEGARMEEH KK
BRE

AT EH AR AR RSB
BB B LB D
BHENDTEDARATTEER
SHUMEBFENE - BB
ATEEBRHEAR -

BAFHEARm I KERE

BRAFEFABRNBREREE
EHES - EHESHRFE
ERRBRMSWTERETE - R
BRENEBERTSRE(E —
AR RETISMECREHE))ET
BERBHRRZAAN R FE
N



NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL INFORMATION (Continued)
PHEBIREWHBERME(8)

11. OTHER NON-CURRENT ASSETS 1. Btk RBEE

[VITHEW 31 December

2019 2018
20194 20184
6H30H 12H31H
RMB’000 RMB’000
AR®T T ARBTT
(Unaudited) (Audited)
(REER) (1&&Z)
Prepayments for acquisition of Wi + b 5 AR
land use rights TERTRIE 193,074 193,074
Prepayments for property, plant and Y% - BB R ER
equipment TARTERIE 126,492 136,043
Long-term prepayments, other receivables REIFERTFIA « HAth
and other assets FEWRIE K Hofh & B 8,534 9,632
Loan to an associate — Hong Kong Nang B2 QR (FBREC
Yan College of Higher Education Limited E FZARAT)ERK 43,810 43,810
Loan to a company controlled by the former [& & 2 7] &R A% BR 4% i
shareholder of a subsidiary EO/NETN= ¢ 400,000 z
771,910 382,559
12. TRADE RECEIVABLES 12. BZREKRFIE
An ageing analysis of the trade receivables as at the end HEHERXR &R 5B BRMNBEET
of the Period, based on the transaction date and net of 5 BEHRWBRIBRRESTAT

provisions, is as follows:

<ML 31 December

2019 2018

20194 2018%F

6H30H 12H31H

RMB’000 RMB’000

ARBTT ARETTT

(Unaudited) (Audited)

(REEX) (fegtz)

Within 1 year —&FR 6,255 5,162
11to 2 years —EWE 405 309
2 to 3 years ME=F 108 39
6,768 5,510
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NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL INFORMATION (Continued)

PHBBRRSYEERMEE (&)

13. CONTRACT LIABILITIES

Details of contract liabilities are as follows:

13. EHER

BRAGEHBET

VNI 31 December
PLRE) 2018
20195 20184
6H30H 12H31H
RMB’000 RMB’000
AR®T T AR®ETTT
(Unaudited) (Audited)
(REER) (JeE|%)
Short-term advances received from & YCER H) 52 B TR
customers (B
Tuition fees 25 15,324 486,752
Boarding fees FEE 12,590 47,345
27,914 534,097

Contract liabilities include short-term advances received
from students in relation to the proportionate service not
yet provided. The Group receives tuition and boarding
fees from students in advance prior to the beginning
of each academic year. Tuition and boarding fees are
recognised proportionately over the relevant period of the
applicable program. The students are entitled to refund of
the payment in relation to the proportionate service not yet
provided.
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NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL INFORMATION (Continued)
PHEBIREWHBERME(8)

14. OTHER PAYABLES AND ACCRUALS 14. HittENRERETER

[VITHEW 31 December

2019 2018
20194 20184
6H30H 12H31H
RMB’000 RMB’000
AR®T T ARBTT
(Unaudited) (Audited)
(REER) (1&&Z)
Accrued bonuses and other employee JEETEA R EMES
benefits =l 44,244 50,553
Payables for catering services FET & R AR5 5k IE 27,365 13,794
Payables for purchase of property, BEME  BEKR&HE
plant and equipment B FE < IR 137,092 158,290
Payables for management fee BB RN IR 46,644 68,469
Miscellaneous expenses received U HR B2 A W M TE R 2
from students (note (i)) (PfHEE@)) 56,475 32,502
Other tax payable H A IE 660 1,131
Payables for audit fee Bt BEREMNRIE 1,180 3,960
Payables for interest FEATFIB 7,092 6,426
Consideration payable for business XBEOENRE
combination 91,730 91,730
Payables to companies controlled by the B —RKI B A RRKZE
former shareholders of a subsidiary Friz A 5] M 3R I8 - 193,638
Other payables* H fth FE < 5018 72,923 76,856
485,405 697,349
*  Payables of RMB20,000,000 (31 December 2018: x MEEBEBESRIFERBRREZ AN
RMB20,000,000) to the non-controlling shareholder of Chongging e s A R #2088t (20184124
Electronic Information College is included within other payables. 31H : ARK20B 8T Bt AHMEN
Other payables are non-interest-bearing and repayable on I b ENRIBEBARE @ WIREXK
demand. BE -
Note (i): The amounts represent the miscellaneous expenses BE() : SBAWRSBAMNMERY @ 1R
received from students which will be paid out on behalf of BEYT -
students.
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NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL INFORMATION (Continued)
PHERIRE W HBERM S (8)

15.

Minsheng Education Group Company Limited REHBEEHGR A A

INTEREST-BEARING BANK AND OTHER BORROWINGS 15. st E#{TREMEE
30 June 2019 31 December 2018
2019565308 2018F12A31H
Effective Effective
interest rate interest rate
(%) Maturity RMB’000 (%) Maturity RMB'000
BRI (%) I8 ARETT EEUTERY I8 ARETR
(Unaudited) (Audited)
(REER) (&E7)
Current I
Bank loans - secured RITEH-HAR 5365 20192020 65,600 5.3-6.5 2019 49,600
Current portion of long term ~ RERITEF N
bank loans - secured Ha-HER 4.9-7.1 2019-2020 38,400 4971 2019 51,500
Current portion of long term ~ RERITEZHHHNH
bank loans - unsecured Hp-wEKA 2.5-4 2020 43,983 - - -
Other loans-unsecured A e - EER On demand
15-24 REX 6,144 4.8-24 2019 40,144
Current portion of long-term ~ FEBFE RIS
government loans-secured ~ HA - BHEAE 35 2020 2,000 = = =
Current portion of sale and ~ EREHAEN
leaseback liabilitiesfcurrent  EVEHESS /B E
portion of finance HERRN
lease liabilities L) 6.5-7.7 2019-2020 104,433 6.5-7.7 2019 103,391
260,560 244,635
Non-current FEH
Bank loans - secured RITER-FER 6.5-7.1 2020-2021 18,000 6.5-7.1 2020-2021 57,400
Bank loans - unsecured RITEH - BER 254 2020-2024 175,932 - - -
Government loan-secured BRER-FER 3.5 2032 28,000 35 2032 30,000
Sale and leaseback liabiliies) E%EHERE/
finance lease payables HERERNE 6.57.7  2020-2021 108,567 6577 2020-2021 126,699
330,499 214,099
591,059 458,734




NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL INFORMATION (Continued)
PHEBIREWHBERME(8)

15. INTEREST-BEARING BANK AND OTHER BORROWINGS

(continued)

15. FFRRTREMEE(E)

<IN 31 December
2019 2018

20194 20184
6H30H 12H31H
RMB’000 RMB’000
AR¥T T ARBTT
(Unaudited) (Audited)
(REEER) (&%)
Analysed into: DT -
Bank loans: RITER
Within one year or on demand —F 2 NHIREK 147,983 101,100
In the second year F_F 61,983 53,400
In the third to fifth years, inclusive FE-FEFRF -
BEMEBEENRN 131,949 4,000
341,915 158,500
Other borrowings repayable: HMEEEER
Within one year or on demand —FZAFIREK 6,144 40,144
Government loan: BIFER :
Within one year or on demand —FZAFIREK 2,000 =
In the second year EF 2,000 2,000
In the third to fifth years, inclusive E=FFRF -
BEMFEBEEA 6,000 6,000
Beyond five years HBiE A F 20,000 22,000
30,000 30,000
Sale and leaseback liabilities/finance EROEEB E
lease payables: HERMNHKIE :
Within one year or on demand —FZAFTIREK 104,433 103,391
In the second year E_F 102,703 107,591
In the third to fifth years, inclusive FZFEFHF -
BEMEBRBEN 5,864 19,108
213,000 230,090
591,059 458,734
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NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL INFORMATION (Continued)

PHBBRRSYEERMEE (&)

15. INTEREST-BEARING BANK AND OTHER BORROWINGS 15. s EHB{TREMEE (E)

(continued)

Notes: BsE -

(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 Period of approximately RMB337,463,000
(81 December 2018: RMB342,046,000).

(b) Except for the 2.5%-4% unsecured bank loan which is (b)
denominated in Hong Kong dollars, all borrowings are in RMB.

(c) The Group’s other loans are unsecured, bear interest at rates (c)
ranging from 15% to 24% (2018: 4.8% to 24%), and are
repayable on demand.

16. SHARE CAPITAL 16. A

Shares V. avia

AEBHETRITERRBFERHA
SEETYE BERRHARSETHA
B EEER - ERNEERBERE
#)5 A R #337,463,0007C (2018412 A
318 : AR#342,046,0007T) °

$r2.5%-4% IR 1T E R IAB TAHE
O FTEE R IUAAREHE o

AEEEMERAEER FEZNF

15%Z24% (2018%F : 4.8%%E24%) * /8
BERIEE -

30 June 31 December

2019 2018
2019%F 20184
6H30H 12H31H
RMB’000 RMB’000
ARBT ARBTT
(Unaudited) (Audited)
(REER) (BEZ)
Authorised: ATE
10,000,000,000 ordinary shares of 7201946 A30H &Y
US$0.00001 each as at 30 June 2019 10,000,000,0004%
(31 December 2018: 10,000,000,000 SIREE0.00001ZTTH)
ordinary shares) @A (2018F 128318
10,000,000,0000% & 3@H%) 747 747
Issued and fully paid: BETRARKEK :
4,017,720,000 ordinary shares 7201946 A30H A
as at 30 June 2019 (31 December 2018: 4,017,720,0008%
4,017,720,000 ordinary shares) L@k (2018F12A311
4,017,720,0008% & i A% ) 307 307
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NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL INFORMATION (Continued)

PHIBBRRE U ERIM (&)
17. COMMITMENTS 17. &IE
The Group had the following capital commitments at the AEBERBFERAEREFELT

end of the Period:

[VNITHW 31 December

Contracted, but not provided for:
Equipment
Buildings
Loans committed to a company
controlled by the former shareholders

2019 2018
20194 20184
6A430R 12A31H
RMB’000 RMB’000
ARET T ARETT
(Unaudited) (Audited)
(REEEX) (fe&%)
EHENEFS L
B 16,112 10,887
B 140,575 110,595

A — KM B A B RAR
B e VNI

of a subsidiary HER - 400,000

Acquisition of private schools Wi R AR 573,440 591,800

730,127 1,113,282

At the end of the Period, the Group did not have REAREIR - ANEBW BB RFTLMN
significant capital commitments that were authorised but BEAEERAIE -

not contracted for.
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NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL INFORMATION (Continued)

PHBBRRSYEERMEE (&)

18. RELATED PARTY TRANSACTIONS

Compensation of key management personnel of the

Group:

18. BEELRS
FrEFTEEEANESHFH -

Six months ended 30 June
EZ6H308 ILLEA
2019 2018

RMB’000 RMB’000
AR®T T ARBTT
(Unaudited) (Unaudited)
(RSEZX) (ORE&EZ)

Salaries, allowances and benefits in kind
Equity-settled share option expense
Pension scheme contributions

e RBEREWHZE 7,164 6,260
IR E N IEREE A 7,954 4,678
RIKEFTBIHR 31 30

15,149 10,968
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NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL INFORMATION (Continued)
PHEBIREWHBERME(8)

19. FAIR VALUE AND FAIR VALUE HIERARCHY OF 19. SR TANAFERAFEER
FINANCIAL INSTRUMENTS
The carrying amounts and fair values of the Group’s AEESHTAE(GRAEREAFEEASE
financial instruments, other than those with carrying HEERINHBREERAFERT :
amounts that reasonably approximate to fair values, are as
follows:

30 June 2019
201946 H30H
Carrying
amounts Fair values

BREIE A¥E
RMB’000 RMB’000
AR¥TR AR®TR
(Unaudited) (Unaudited)
(REEZX) (REER)

Financial assets EREE
Equity investment at fair value through BAFEFAREMEERKE
other comprehensive income HIIR IR E 6,380 6,380
Equity investment at fair value through BRTFEG ABRAARE
profit or loss wE 62,509 62,509
Loan to an associate included in other FFARMIERBEER
non-current assets BEENGIN=E 43,810 43,810
112,699 112,699
Financial liabilities tRER
Interest-bearing bank and other loans FHEIRITREMERK
— non-current — 3EENEA 330,499 350,361
Put option liability RmEEEE 800,074 800,074
1,130,573 1,150,435
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NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL INFORMATION (Continued)

PHBBRRSYEERMEE (&)

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

The carrying amounts and fair values of the Group’s
financial instruments, other than those with carrying

19. ERTENAFERAFEER(E)

rEEeTA(RRERRFESE
BEERINNEREEMAFENT

amounts that reasonably approximate to fair values, are as (&)

follows: (continued)

31 December 2018
201812 H31H

Carrying
amounts Fair values
FREE ~NE
RMB’000 RMB’000
ARBTT ARETT
(Audited) (Audited)
(Fe&%) (fe&Z)
Financial assets SREE
Equity investment at fair value through BATEGARMEE RS
other comprehensive income K IRIERRE 6,380 6,380
Equity investment at fair value through BRTFEG ABRHARE
profit or loss ®E 61,347 61,347
Loan to an associate included in other FTARMIERBEER
non-current assets M= A RIE N 43,810 43,810
S[RIRIES 87 11755587
Financial liabilities cREeE
Interest-bearing bank and other FHEIRITREMERK
loans — non-current — JERNHA 214,099 205,364
Put option liability RmEEEE 781,332 781,332
995,431 1,006,696
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NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL INFORMATION (Continued)

19. FAIR VALUE AND FAIR VALUE HIERARCHY OF

FINANCIAL INSTRUMENTS (continued)

Management has assessed that the fair values of cash
and bank balances, restricted bank balances, financial
assets included in prepayments, other receivables and
other assets, trade receivables, financial liabilities included
in other payables and accruals and current portion of
interest-bearing bank and other borrowings approximate
to their carrying amounts largely due to the short term
maturities of these instruments.

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) 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.

(b) Financial instruments in level 2

The fair value of the non-current portion of interest-
bearing bank and other borrowings has been
calculated by discounting the expected future cash
flows using rates currently available for instruments
with similar terms, credit risk and remaining maturities.

The fair value of the put option liability has been
calculated by discounting the expected future cash
flows using rates currently available for instruments
with similar terms, credit risk and remaining maturities.

PHEBIREWHBERME(8)

19. ERTENAFERAFEER(HE)

EEEDERS MRITHEER - ZRF
RITHEER - FEATRNR - HibEER
EREMEENSREE  EHRUGR
B GTARMENFERETEROES
BEEALEBRITREMEENEH
MAoMAFEEERAERS  T22
HRZETAGHANRE -

TREERAENATFEINEER S
CGFREsERNE)EMXHTZTA
A RS EREARR - W TIIERBRRA
((SERRE3: 0N IR

(a) F—RANZHTA

FREREN D FETIERE
BHZMBBmEETE - Tk
BIRETRAEERT S RE(E
—&  ABRMSRECRERAE))
AAEAREMBER ZERAERF
BARK -

(b) E=RAHLHTA

AAERITREMESIEENHE S
B R EE TS @R A A AR
R FEERRESGTIHANT
HL3R 5 A A M R BE IR TR HI R 23R

A= E ] &
EREBFTE ©

REHRABNATEEBRA
BEBEOGR - EERR &K TE
Hi A By T AR A] A R BL IR 1R
HARKBRSRENE -
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NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL INFORMATION (Continued)

PHERIRE W HBERM S (8)

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

(c) Financial instruments in level 3

The fair value of unlisted equity investment at fair
value through other comprehensive income have been
estimated using a market-based valuation technique
based on assumptions that are not supported by
observable market prices or rates. The valuation
requires the directors to determine comparable public
companies (peers) based on industry, size, leverage
and strategy, and calculates an appropriate trading
multiple, such as enterprise value to earnings before
interest, taxes, depreciation and amortisation (“EV/
EBITDA”) multiple and enterprise value to sales (“EV/
S”) multiple, for each comparable company identified.
The multiple is calculated by dividing the enterprise
value of the comparable company by an earnings
measure. The trading multiple is then discounted for
considerations such as illiquidity and size differences
between the comparable companies based on
company-specific facts and circumstances. The
discounted multiple is applied to the corresponding
earnings measure of the unlisted equity investment
to measure the fair value. The directors believe that
the estimated fair value resulting from the valuation
technique, which is recorded in the consolidated
statement of financial position, and the related
changes in fair values, which are recorded in other
comprehensive income, are reasonable, and that they
were the most appropriate values at the end of the
Period.

The fair value of the loan to an associate included in
other non-current assets has been estimated using
a discounted cash flow valuation model based on
assumptions that were not supported by observable
market prices or rates. The valuation required the
directors to make estimates about the expected future
cash flows including expected future interest return
on maturity of the loan to an associate. The directors
believed that the estimated fair value resulting
from the valuation technique, which is recorded in
the consolidated statement of financial position, is
reasonable, and that it is the most appropriate value
at the end of the Period.
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19. ERTENAFERAFEER(E)

(c) F=RAHNZTHTA
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IR~ I E N 3H AT & R (TEV/
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NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL INFORMATION (Continued)

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

Below is a summary of significant unobservable inputs
to the valuation of financial instruments together with a
guantitative sensitivity analysis as at 30 June 2019 and 31
December 2018:

Valuation Significant
technique unobservable input
fhERE EXTTBESY
Unlisted equity investments Valuation Multiples ~ Average EV/EBITDA
I LR E fEEREH multiple
TFI9EV/EBITDARE
Average EV/S
multiple
THEV/SIEE

Discount for lack of
marketability
BT RARE

PHBBRRSYEERME(E)

19. EMTANAFERAFEER(E)

TERAESM T EGHERR2019F6 A30H
N2018F12A31E M EA A ERA
HREICHBESITOME -

30 June 2019:
5.04
201946430 :
5.04

(31 December
2018: 5.04)

(2018127318 :

5.04)

30 June 2019:
3.10

2019F6 4308 :
3.10

(31 December
2018: 3.10)

(20185127318 :

3.10)

30 June 2019:
31.0%
2019464308 :
31.0%

(31 December
2018: 31.0%)

(2018127318 :

31.0%)

Sensitivity of fair

value to the input

ATEHSBNSRE

0.5% (31 December 2018: 0.5%)
increase/(decrease) in average EV/
EBITDA multiple would result in
increase/(decrease) in fair value
by RMB7,085 (31 December 2018:

RMB7,085)

THEVEBITDABE LA/ (T#)
0.5% (2018512 A318 : 0.5%)
HERATEEN/ (RD)
ARH7,0857 (20185127318 :
ARE7,0857T)

0.5% (31 December 2018: 0.5%)

increase/(decrease) in average EV/
S multiple would result in increase/
(decrease) in fair value by RMB5,823
(31 December 2018: RMB5,823)

THRV/SEH EF/(TH#)0.5%
(2018512A31A : 0.5%)BEHAT
Esg i/ (D) AR#5,8237
(2018%12A318 : AR¥5,82371)

0.5% (31 December 2018: 0.5%)

increase/(decrease) in discount for
lack of marketability would result in
(decrease)/increase in fair value by
RMB46,244 (31 December 2018:
RMB46,244)

BeTAERBIRERE LA/ (TH)
0.5%(2018%F 12318 : 0.5%)
BEBATECRD) /0
ARH46,24475 (20185124318
ARI46,2447T)

INTERIM REPORT 2019 FHi¥ &
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NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL INFORMATION (Continued)

PHERIRE W HBERM S (8)

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

Below is a summary of significant unobservable inputs
to the valuation of financial instruments together with a
guantitative sensitivity analysis as at 30 June 2019 and 31
December 2018: (continued)

19. SRITENATFERQAFERBR(E)

TRAESMTEGHER2019F6 A30H
N2018F12A31E M EA A ERA
FREMCHBELTHOME : (B)

Sensitivity of fair

value to the input

Valuation Significant
technique unobservable input
thiER & EXTTEESY
Loan to an associate Discounted cash Discount rate
included in other flow method AR %
non-current assets ARBENNE
AR IR AR
MBS AT ER

Minsheng Education Group Company Limited REHBEEFGR A 7

APEHSRIHEE

30 June 2019: 0.5% (31 December 2018; 0.5%)
2.60% t0 3.33% increase/(decrease) in discount rate
2019%6 4308 : would result in (decrease)/ increase
2.60%%3.33% in fair value by RMB1,393,163/
(31 December RMB1,452,977 (31 December 2018:
2018; RMB1,393,163/ RMB1,452,977)
2.60% to 3.33%) BRE EF/(T8)0.5%
(20185127318 : (2018%12A31H : 0.5%)
2.60%%3.33%) BEHATE(RD)/ &M
AR¥1,393,1637,/
ARH14529777C
(2018% 127318 :
AR¥1,393,1637,/
AR#1 452,9777T)



19.

NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL INFORMATION (Continued)
PHEBIREWHBERME(8)

FAIR VALUE AND FAIR VALUE HIERARCHY OF 19. SR TENAFERATFEER(E)
FINANCIAL INSTRUMENTS (continued)

Fair value hierarchy RN FEER

The following tables illustrate the fair value measurement TRERAAEESRMTIENAFET=
hierarchy of the Group’s financial instruments: [E 4% :

Assets measured at fair value BEATEFENEE

As at 30 June 2019 1201956 H30H

Fair value measurement using
AVEIERER
Quoted Significant Significant
prices in observable  unobservable
active markets inputs inputs

RERMEH EXTER  EAFOEE

5E 2% 2%

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

(E-%) (£=8) (E=)
RMB’000 RMB’000 RMB’000 RMB’000
AR¥TT AR®TT ARE TR ARET T
(Unaudited) (Unaudited) (Unaudited) (Unaudited)
(REEH) (REEH) (REER) (REER)

Equity investment designated at fair value ~ EFEIRAFEF AL

through other comprehensive income PRMGENRERE - - 6,380 6,380
Equity investment at fair value through BATEFARRA
profit or loss RiERE 62,509 - - 62,509
Loan to an associate included in other STARMIERE A ER)
non-current assets BEAING -6 - - 43,810 43,810
62,509 = 50,190 112,699
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NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL INFORMATION (Continued)
PHERIRE W HBERM S (8)

19. FAIR VALUE AND FAIR VALUE HIERARCHY OF 19. SRMITANAFTERATERER(E)
FINANCIAL INSTRUMENTS (continued)
Fair value hierarchy (continued) RFEER(E)
Assets measured at fair value (continued) BAFEHENEEGE)
As at 31 December 2018 M2018F12H31H

Fair value measurement using

RY{EBER

Quoted Significant Significant

prices in observable  unobservable
active markets inputs inputs Total

NI EXTEE  EANER
HE 28 28 @t

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

() (=8) (8=4)
RMB'000 RMB'000 RMB'000 RMB'000

ARETT ARETT ARBTT ARBTT
(Audited) (Audited) (Audited) (Audited)
(BE%) (BE%) (BE%) (B57)

Equity investment designated at fair value ~ fEEIRAFEF AL

through other comprehensive income PEKENRERE - - 6,380 6,380
Equity investment at fair value through BRATESAERN

profit or loss RigkE 61,347 - - 61,347
Loan to an associate included in other STARAIERE A AR

non-current assets REE R RIER - - 43,810 43810

61,347 - 50,190 EA=587

During the Period, there were no transfers of fair value REIEA - E—REAE R 2 HAHATF
measurements between Level 1 and Level 2 and no BEFfENWEEE  TEEASENE=
transfers into or out of Level 3. BE)NFE -
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NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL INFORMATION (Continued)
PHEBIREWHBERME(8)

19. FAIR VALUE AND FAIR VALUE HIERARCHY OF 19. SRMTEMNAFERAFEER(E)
FINANCIAL INSTRUMENTS (continued)
Fair value hierarchy (continued) RFEER(E)
The Group did not have any financial liability measured at REIER - AEBY BIRAFEFTED
fair value at the end of the Period. EREFMEE -
Liabilities for which fair values are disclosed WEAFENERE
As at 30 June 2019 201946 H30H

Fair value measurement using
AVEIERER
Quoted Significant Significant
prices in observable  unobservable
active markets inputs inputs

RERMEH EAUER  EAFUER

5E 2% 2%

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

(E-%) (=) (E=8)
RMB’000 RMB’000 RMB’000 RMB’000
AR¥TT AR®TT ARE TR ARET T
(Unaudited) (Unaudited) (Unaudited) (Unaudited)
(REEH) (REEH) (REER) (REER)

Interest-bearing bank and other SHERTRAMER
loans - non-current —JEENES - 350,361 - 350,361
Put option liability RLHERE - 800,074 - 800,074

= 1,150,435 = 1,150,435
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NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL INFORMATION (Continued)
PHERIRE W HBERM S (8)

19.

20.

FAIR VALUE AND FAIR VALUE HIERARCHY OF 19.

FINANCIAL INSTRUMENTS (continued)
Fair value hierarchy (continued)

Liabilities for which fair values are disclosed (continued)

As at 31 December 2018

THTANAFERAFEER(E)

RFEER(E)
REAFENEER(E)

H2018F12H31H

Fair value measurement using

RYEHERR
Quoted Significant Significant
prices in observable  unobservable
active markets inputs inputs Total
RIEREMIHH) EATERE  BATEE
B 2% 28 &t
(Level 1) (Level 2) (Level 3)
(F-8&) (=) (5=81)
RMB'000 RMB'000 RMB'000 RMB'000
ARETTT ARETTT AREFTT AREFTT
(Audited) (Audited) (Audited) (Audited)
(5&H) (5&h) (5&7) (5&7)
Interest-bearing bank and other STERITRAMER
loans - non-current —JEE0H - 225,364 E 225,364
Put option liability R EER E - 781,332 - 781,332
- 1,006,696 - 1,006,696
EVENTS AFTER THE PERIOD 20. HiB=E1E

In July 2019, according to the facilities agreement signed
between the Company and the Bank of China (Hong Kong)
Company Limited, the Company withdrew borrowings of
HKD140 million for 5 years, which was mainly used for
the Company’s merge and acquisition activities and daily
operating purposes.
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