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COMPANY PROFILE

2

NYF N

Minsheng Education Group Company Limited (the “Company”),
together with its subsidiaries (collectively refer to as the “Group”
or “We”), is one of the largest private provider of higher
education in China. As at 31 December 2017, the Group had
enrollment of 41,120 students in aggregate and employed 1,446
teachers in aggregate.

As at 31 December 2017, the Group owned and operated
five schools in the People’s Republic of China (the “PRC"),
namely Chongqging College of Humanities, Science and
Technology, Pass College of Chongqging Technology and
Business University, Chongaging Vocational College of Applied
Technology, Inner Mongolia Fengzhou Vocational College
(Qingcheng Branch) and Chongqging Electronic Information
College, four of which are located in Chongging and the other
school is situated in Inner Mongolia. In addition, the sixth
school of the Group, Laoling Minsheng Secondary Vocational
School, was established on 20 September 2016 and is
expected to enroll its first batch of students in September 2018,
Through these schools, the Group primarily offer formal higher
education, including formal undergraduate education and junior
college education.

Through over 10 years of operation in the field of formal higher
education, we believe that we have established a strong
reputation in the relevant parts of China, which helps us attract
high-quality students and teachers and pave the way for our
success. We intend to maintain and strengthen our market
position in the formal higher education industry in China.
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CORPORATE INFORMATION
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CORPORATE INFORMATION (Continued)
NIYER(E)

LEGAL ADVISOR

As to Hong Kong law:

Luk & Partners

In Association with Morgan, Lewis & Bockius
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Ernst & Young

Certified Public Accountants

COMPLIANCE ADVISER

TC Capital International Limited

REGISTERED OFFICE
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Cayman Islands
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PRC
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Hong Kong
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FINANCIAL HIGHLIGHTS

MHERBR

A summary of the audited results and of the assets and ZAEFERBEREMBFENSEREER
liabilities of the Group for the last five financial years is set out ZEREBEBENOHESHINWOT

below:
Year ended 31 December
BZE12A318LLEE
2013 2014 2015 2016 2017
RMB'000 RMB'000 RMB’000  RMB'000 Bz{Vl=Ki[]
AREBTIT ARETT AREBTT AR®ETT PGE-AWT
Revenue Wz 384,085 402,515 426,317 444,997 477,780
Cost of revenue Uz A AR (142,886) (146,811) (164,653) (186,391) (199,092)
Gross profit EF 241,199 255,704 261,664 258,606 278,688
Profit before tax BR 15 A A 204,029 222,266 246,679 251,358 262,962
Profit for the year F 25 A 185,947 196,327 213,457 249,749 260,847
As at 31 December
MW12831H

2013 2014 2015 2016 2017
RMB'000  RMB'000  RMB’000  RMB'000 Bz{Ul=Ki]]
AREBTIT ARETT ARETT ARETT PGL-AWS
Non-current assets SEMBEE 931,215 943,523 970,711 1,067,152 1,761,935
Current assets MENVEE 1,128,762 1,357,314 1,038,757 1,156,718 2,459,910
Current liabilities REBAE 309,271 320,349 354,157 520,943 773,755
Net current assets mENEEFE 819,491 1,036,965 684,600 635,775 1,686,155

Total assets less BEERRBEE
current liabilities 1,750,706 1,980,488 1,655,311 1,702,927 3,448,090
Non-current liabilities  FERBNA & 31,723 62,775 236,370 132,015 301,407
Net assets BEFE 1,718,983 1,917,713 1,418,941 1,570,912 3,146,683
Total equity RIS 1,718,983 1,917,713 1,418,941 1570,912 3,146,683

6 Minsheng Education Group Company Limited RAEHEEFFR A 7



CHAIRMAN'S STATEMENT

ERRS

Dear Shareholders,

On behalf of the board (the “Board”) of directors (the “Directors”)
of Minsheng Education Group Company Limited, | am pleased
to present the annual results of the Group for the year ended
31 December 2017.

The shares of the Company were listed on the Main Board
of The Stock Exchange of Hong Kong Limited (the “Stock
Exchange”) on 22 March 2017 (the “Listing”). On behalf of the
Board, | would like to thank the professional parties involved
and our staffs for the successful Listing. The Listing has
strengthened our financial position and also raised additional
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CHAIRMAN'S STATEMENT (Continued)
FTRES(8)

capital for our future development. Besides, it provided a good
opportunity to strengthen our internal control function and
further promote our Group as a trustworthy and well-organised
establishment to the general public.

BUSINESS REVIEW

The year 2017 was a challenging year for the Group and the
management team who are dedicated to creating value for the
shareholders of the Company (“Shareholders”). The private
higher education industry in China has experienced rapid
growth and challenges have originated from the increase in
competition in the domestic market. However, the management
team are committed to cope with such challenges in which
our efforts were well rewarded. Our total student enrollment
increased from 32,635 as at 31 December 2016 to 41,120
as at 31 December 2017. Our revenue has increased from
approximately RMB445.0 million for the year ended 31
December 2016 to approximately RMB477.8 million for the year
and profit for the year increased from approximately RMB249.7
million for year ended 31 December 2016 to approximately
RMB260.8 million for the year ended 31 December 2017.

PROSPECTS

Going forward, we intend to further expand our school
network coverage. We aim to achieve such goal by carefully
selecting suitable acquisition targets and/or establishing new
schools, including by cooperation with other school sponsors
to establish new schools. Meanwhile, we intend to expand
the scale of our business operations in the existing schools
and diversify our revenue primarily through optimizing major
offerings, offering undergraduate studies to graduates of
junior college programs and offering postgraduate programs,
including master’s degrees, upon the approvals from the
relevant government authorities. We aim to continue to
improve our school-enterprise collaboration business model.
As we believe we have established a strong reputation for
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providing quality education to our students, we believe we
are in a position to optimize our pricing without compromising
our reputation and our ability to attract and retain talented
students. Furthermore, to improve our competitiveness, we
intend to further advance our brand, reputation and school
network internationally and continue to improve the overall
quality of our teaching staff as a means to improve the quality
of our education services.

APPRECIATION

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

Li Xuechun
Chairman

Hong Kong, 12 March 2018
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MANAGEMENT DISCUSSION AND ANALYSIS
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BUSINESS REVIEW
Overview

The Company is one of the largest private higher education
providers in China, as measured by total number of student
enrollment. Currently, the Group owned and operated five
private higher education schools in China, namely, Chongging
College of Humanities, Science and Technology, Pass College
of Chongging Technology and Business University, Chongging
Vocational College of Applied Technology, Inner Mongolia
Fengzhou Vocational College (Qingcheng Branch) and
Chongging Electronic Information College.

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

Our Schools in China
1. Existing Schools

Five schools in the PRC were operated by the Group
throughout the entire year ended 31 December 2017, four
of which are located in Chongging and one is situated in
Inner Mongolia. Through these schools, we primarily offer
formal higher education, including formal undergraduate
education and formal junior college education. Typically,
we charge our students tuition fees and boarding fees and
we generally raise tuition fees involving certain majors at
the schools we own and operate every two to three school
years to reflect our increased operating costs. Students
who have already enrolled at our schools continue to pay
the tuition fees in effect when they first enrolled in our
schools.
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MANAGEMENT DISCUSSION AND ANALYSIS (Continued)

Chongqing College of Humanities, Science and Technology
— a formal university-level education institution located
in Chongqging, the PRC. Its predecessor was Southwest
University Yucai College, which was a private independent
college recognized by the Ministry of Education of the
PRC (the “MOE”) in March 2003. In April 2013, the school
was approved by the MOE to convert to an independent
university-level education institution and was the first
private school in Chongging that has been approved by
the MOE to convert from an independent college to a
formal university-level education institution. This school
provides formal undergraduate education and junior
college education. It also offers preparatory education
(FERIZ A) to qualified ethnic minority students. It offers
approximately 43 majors in a wide range of subject areas;
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MANAGEMENT DISCUSSION AND ANALYSIS (Continued)
EEEBR RO (E)

Pass College of Chongging Technology and Business
University — an independent college located in Chongqing,
the PRC which was recognized by the MOE in December
2003. This school provides formal undergraduate
education and junior college education. It offers
approximately 26 majors. As an independent college, Pass
College of Chongqging Technology and Business University
is a separate and independent legal entity from Chongqging
Technology and Business University, and carries out its
own day-to-day school administration, human resources
management, student recruitment, curriculum and major
design and formulation and financial accounting;

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

majors;

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

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

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

Acquisition of New Schools
Chongqing Electronic Information College

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

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

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

On 23 February 2018, Chongging Yuecheng has
completed the Capital Contribution to Chongging
Electronic Information College and has completed all the
registration procedures with Chongqing City Civil Affairs
Bureau (EETWRESE) in relation to Chongaing Yuecheng
becoming one of the school sponsors of Chongging
Electronic Information College. Accordingly, Chongging
Yuecheng now owns 51% of the school sponsor’s interest
in Chongging Electronic Information College. Chongqging
Yuecheng has also completed all registration procedures
with Chongging City Civil Affairs Bureau (EE TR K B)
in relation to the change of the legal representative of
Chongging Electronic Information College to the person
designated by Chongging Yuecheng.

Anhui Wonder University of Information Engineering

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

On 30 August 2017, Chongging Yuecheng entered into the
acquisition agreement with the current school sponsor of
Wonder University pursuant to which Chongging Yuecheng
agreed to acquire 51% of the school sponsor’s interest in
Wonder University for a total consideration of RMB500.0
million. As at 31 December 2017, the application for
transferring the school sponsorship is going through the
approval procedures of government authorities. Further
announcement(s) in this regard will be made as and when
appropriate in compliance with the Rules Governing the
Listing of Securities on The Stock Exchange of Hong
Kong Limited (the “Listing Rules”). On completion, the
financial results of Wonder University will be consolidated
in the financial results of the Group under the prevailing
accounting principles. The Company is closely following
up the progress of approval procedures and will publish
further announcements in respect of such matter pursuant
to the Listing Rules in due course.
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MANAGEMENT DISCUSSION AND ANALYSIS (Continued)

Establishment of New School
Laoling Minsheng Secondary Vocational School

As disclosed in the prospectus of the Company, the Group
established Laoling Minsheng Secondary Vocational
School (#EREBFEHPEFHEEER) in Laoling, Dezhou,
Shandong Province, the PRC on 20 September 2016 with
a proposed investment amount of RMB200.0 million, and
the construction work had been commenced. This school
will have a enrollment capacity of 6,000 students after
completion of construction, and the first batch of student
enrollment is anticipated to arrive in September 2018.

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

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

Pursuant to the Laoling Agreements, the total investment
amount for the establishment of the Minsheng Laoling
High School is budgeted to be approximately RMB200.0
million. The Minsheng Laoling High School will be
established as an all-day high school with 60 classes for
a total of approximately 3,000 students with appropriate
facilities, and set up in accordance with the standards
for standardized schools in Shandong province. The
parties will strive to start accepting student enrollment
prior to September 2018. Subject to applicable laws and
government policies, Jierui will be entitled to choose, or
procure the Minsheng Laoling High School to choose,
whether the Minsheng Laoling High School will be a profit
making or non-profit making school.
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MANAGEMENT DISCUSSION AND ANALYSIS (Continued)
EEEBR RO (E)

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

Our Investments in Overseas Schools

In addition to our schools in the PRC, we have invested in
Beacon International College PTE. LTD. (“Beacon International
College”) in Singapore and Hong Kong Nang Yan College of
Higher Education Limited (“Hong Kong Nang Yan College”) in
Hong Kong.

As at 31 December 2017, we directly owned approximately
25.6% equity interest in Beacon International College and were
one of the two members of Hong Kong Nang Yan College,
which is a company limited by guarantee established under the
laws of Hong Kong.
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MANAGEMENT DISCUSSION AND ANALYSIS (Continued)

NUMBER OF ENROLLED STUDENTS

Thanks to our brand management and quality education
delivered, the number of students in our schools has reached
a record high of 41,120 students (2016: 32,635 students). We
believe our continuous effort in maintaining and improving the
schools’ reputation can attract more potential students to join
our schools.

BEREmR DT (#)

ABBEAY

BER R Hﬁ'&%}i&@%%&’ém% = Aliilso
BEREBEEANHBEELH® @ E41,12082
4 (20164F : 32,6352 24 ) - HMAEE -
BRI R RIBAEREE - HeRksl
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Number of Enrolled Students

B2EAH
as at 31 December
HZE12A31H
2016
Schools =¥ i
Chonggqing College of Humanities, EE AR ER
Science and Technology 19,529 18,727
Pass College of Chongging EFEE T A RATER:
Technology and Business University 10,471 9,920
Chongqing Vocational College of EEE AR e
Applied Technology 2,884 2,370
Inner Mongolia Fengzhou Vocational — py&s o 2 )| B 3 £ap
College (Qingcheng Branch) (W) 2,288 1618
Chongaing Electronic Information EET R ERm:
College Mot 5,948 -
Total st 41,120 32,635

Note: Chongging Yuecheng, a consolidated affiliated entity of the
Company, has been entrusted to manage Chongging Electronic
Information College commencing from 1 December 2017. On 23
February 2018, the Capital Contribution and all the registration
procedures for such acquisition has been completed.

7 BEEUBM(AAR—REMHBER) BEXET
H2017F 12 A1 AR EE BB ESRETT
I8 o N20185E2A230  ERBBEWEN
FTEBTFBELED TR °
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MANAGEMENT DISCUSSION AND ANALYSIS (Continued)
EEEBR RO (E)

Operational Update on the Group’s Business

1.

Compared with last year, as at 31 December 2017, our
number of school teachers has increased by approximately
286 or approximately 26%;

The Group and the Group’s schools have recruited more
experienced, strong and young personnel including
the positions of investment, investor relations, teaching,
administration, logistics and other positions;

Our Pass College of Chongging Technology and Business
University and Chongging Vocational College of Applied
Technology have implemented job competition mechanism
for mid-level management staff; and

The Group has further improved the teaching conditions in
2017, for instance, (1) Chongqging College of Humanities,
Science and Technology has recently built Innovation
and Entrepreneurship College and Innovation and
Entrepreneurship Training Base, (2) Chongging College
of Humanities, Science and Technology and Chongqing
Vocational College of Applied Technology have refurbished
their stadiums, (3) student apartments in Pass College
of Chongging Technology and Business University and
Chongging Vocational College of Applied Technology
have configured new facilities, and (4) the new campus of
Shandong Laoling Minsheng Secondary Vocational School
is under construction and will be put to use in 2018.

The Group’s revenue from continuing operation includes
tuition fees and boarding fees of schools of the Group.
Tuition and boarding fees are generally received by
schools in advance prior to the beginning of each
academic year. Revenue is recognised after the price was
fixed or determinable, and services were provided.

Other income and gains are mainly investment income
from available-for-sale investments and investment deposit
and government grants.
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MANAGEMENT DISCUSSION AND ANALYSIS (Continued)
ERESHRD T (#)

Total income

Year ended 31 December

TGN
BE12A310LEE
2017 2016 Change
2% Percentage
CURUGGIEERG)E  RMB (thousand) — RMB (thousand) Change
AR®T R AEETT ARETT I ERI
Tuition fees B
Chongging College of Humanities, BREAXHIEER
Science and Technology 267,466 259,077 +8,389 +3.2%
Pass College of Chongging Technology EE THAZRE 2k
and Business University 134,934 128,913 +6,021 +4.7%
Chongaing Vocational College of ERERRITRESER
Applied Technology 17,653 13,844 +3,809 +27.5%
Inner Mongolia Fengzhou Vocational A5 & EMBELMHR
College (Qingcheng Branch) (BHAk) 14,964 10,692 +4,272 +40.0%
Chongaing Electronic Information BRERBEER
College 5,351 - +5,351 N/A TR
Total tuition fees HEE 440,368 412,526 +27,842 +6.7%
Boarding fees EE 37,412 32,471 +4,941 +15.2%
Other income and gains Rt AR 5 146,292 97,753 +48,539 +49.7%
Total Foa 624,072 542,750 +81,322 +15.0%
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MANAGEMENT DISCUSSION AND ANALYSIS (Continued)
EEEBR RO (E)

Outlook

To expand the Group’s higher education school numbers
and student sizes, through

1.

mergers and acquisitions of:

independently organized ordinary undergraduate
higher education institutions;

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

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

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

internal growth by:

increasing the student enrollment quota. For example,
in 2017, Chongqging College of Humanities, Science
and Technology’s junior college to undergraduate
programs increased new student enrollment quota on
the basis of the original plan;

increasing the new education project. In July 2017,
the MOE approved Pass College of Chongging
Technology and Business University for the first time
to hold higher education continuing education, three
approved junior college majors, namely the securities
and futures, accounting and marketing in relation to
higher education continuing education starting the
student enrollments in 2017;
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vi.

MANAGEMENT DISCUSSION AND ANALYSIS (Continued)

increasing the educational training programs. For
example, Chongging College of Humanities, Science
and Technology started the first phase of the teacher
qualification certificate training class and will gradually
carry out teacher qualification certificate examination
course trainings to several thousands of school
students with major of teacher trainings. As of 31
December 2017, 1,067 students have enrolled;

increasing the tuition fees and accommodation fees
appropriately. For example, in 2017, we have raised
our tuition fees for certain majors in our schools and,
four schools in Chongging plans to raise student
accommodation fees;

increasing the service items. In the second half of
2017, certain schools of the Group will increase
logistics service items; and

striving for the government’s subsidies support policy.
In July 2017, Chongging College of Humanities,
Science and Technology, Pass College of Chongaging
Technology and Business University, Chongging
Vocational College of Applied Technology under the
Group in Chongging have received an aggregate
of approximately RMB47.5 million of average
governmental subsidies. In addition, Chongging
Electronic Information College also received an
aggregate of approximately RMB18.4 million of
governmental subsidies.

Vi.

BEREmR DT (#)
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1. RUBEEK R

To expand the scope of business into the high school
market in the PRC through

1. the establishment of high schools; and

2. mergers and acquisitions of high schools with both good 2. #fERlgtT - BEFHSHER o

brand name and good quality.
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MANAGEMENT DISCUSSION AND ANALYSIS (Continued)
EEEBR RO (E)

To expand the internationalised school operation

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

2. to cooperate with international famous universities to carry
out network teaching.

To develop intelligence campuses

1. to gradually expand the teaching by network. Affiliated
schools of the Group have developed and utilised 28
network courses, and have already provided for several
thousands of students to study, number of network courses
will gradually be expanded; and

2. the Group and campuses achieve information management
and services.

To improve the centralised management

1. The Group’s schools share courses with a high level of
quality;

2. The Group’s schools share high-quality teacher resources;
and

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

FINANCIAL REVIEW
Revenue

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

The revenue of the Group increased by approximately 7.4%
from approximately RMB445.0 million in 2016 to approximately
RMB477.8 million in 2017. This increase was primarily due to
the increase of the Group’s student enrollment and average
tuition fees.
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MANAGEMENT DISCUSSION AND ANALYSIS (Continued)

Cost of Sales

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

The cost of sales increased by approximately 6.8% from
RMB186.4 million in 2016 to approximately RMB199.1 million in
2017. This increase was primarily due to (i) an increase in staff
costs by approximately 6.6% from approximately RMB100.0
million in 2016 to approximately RMB106.6 million in 2017;
(ii) an increase in depreciation expenses from approximately
RMB29.6 million in 2016 to approximately RMB33.5 million
in 2017, mainly due to new upgrade and renovation on
premises and newly acquired equipment to support the
growth of our schools; and (iii) an increase in cost of repairs
by approximately RMB2.2 million, mainly due to repair and
maintenance on buildings and student facilities of our school.

Gross Profit

The gross profit increased by approximately RMB20.1 million,
or approximately 7.8% from approximately RMB258.6 million
in 2016 to approximately RMB278.7 million in 2017, and gross
profit margin slightly increased by 0.2% from approximately
58.1% in 2016 to approximately 58.3% in 2017, mainly due to
the increase in student enrollment and school utilization rate.

Other Income and Gains

Other income and gains consists primarily of government
grants, investment income from available-for-sale investments
and investment deposits, other interest income and net rental
income.

Other income and gains increased by approximately 49.6%
from approximately RMB97.8 million in 2016 to approximately
RMB146.3 million in 2017. This increase was primarily due to
(i) our increased utilization of grants by the local government
in Chongging for daily expenses, resulting in the transfer of
government subsidies from deferred income to profit or loss;
and (ii) an increase in interest income from bank deposits
attributable to unutilized listing proceeds.
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MANAGEMENT DISCUSSION AND ANALYSIS (Continued)
EEEBR RO (E)

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
33.3% from approximately RMB11.7 million in 2016 to
approximately RMB7.8 million in 2017, primarily due to our
continuous effort to control student recruitment promotion costs
and improve advertising efficiency.

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 by approximately 45.7%
from approximately RMB86.3 million in 2016 to approximately
RMB125.7 million in 2017, primarily due to (i) a substantial
increase by approximately RMB13.1 million in listing-related
expenses, auditor’s remuneration and legal and professional
services fees recorded in connection with the Global Offering
in 2016/17; and (ii) a substantial increase in staff costs for
our directors, and administrative staff at Chongqging College
of Humanities, Science and Technology, Pass College of
Chongging Technology and Business University and Hong
Kong office in 2017 due to the rapid growth of our Group.

Other Expenses, Net

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

Other expenses, net increased substantially from approximately
RMB3.7 million in 2016 to approximately RMB25.2 million in
2017. This increase was primarily attributable to a net foreign
currency exchange loss in 2017, because our overseas
subsidiaries borrowed funds from our PRC subsidiaries which
resulted in large amounts of U.S. dollar denominated funds and
the appreciation of Renminbi against U.S. dollar.
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MANAGEMENT DISCUSSION AND ANALYSIS (Continued)

Finance Costs

Finance costs mainly represent interest on loans we borrowed
from the ultimate holding company and certain related parties,
banks and others. Finance costs increased from approximately
RMB2.6 million in 2016 to approximately RMB3.0 million in
2017, mainly due to the increased interest we paid on bank
loans and other borrowings, partially offset by the repayment of
loans from the ultimate holding company and related parties in
2017.

Profit for the Year

As a result of the above factors, profit for the year of the Group
increased by 4.4% from RMB249.7 million in 2016 to RMB260.8
million in 2017.

Core Net Profit

The Group defines its core net profit as its profit for the
year after adjusting for those items which are not indicative
of the Group’s operating performances (as presented in
the table below). This is not an IFRSs measure. The Group
has presented this item because the Group considers it an
important supplemental measure of the Group’s operational
performance used by the Group’s management as well as
analysts or investors. The following table shows profit and
adjusted net profit of the Group for the years presented below:
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2017 2016

RMB’000 RMB’000

AR®T T ARBTT

Profit for the year FEHRA 260,847 249,749
Add: il

Listing-related expenses ERBERX 25,738 12,599

Unrealised exchange loss/(gain) REIRE HE51E (Wa) 20,468 (27,097)

Share option expenses B 3,300 -

Core net profit %0 F 5 A 310,353 235,251

Core net profit in 2017 increased by approximately RMB75.1
million (31.9%) as compared with 2016. Core net profit margin
increased from 52.9% in 2016 to 65.0% in 2017.

2017F 1% 0 F m F B2016 F 12 iy A R
#7518 B t(31.9%) » & LFFE R AR
2016F #952.9% 2= 2017F #65.0% °
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MANAGEMENT DISCUSSION AND ANALYSIS (Continued)
EEEBR RO (E)

FINANCIAL AND LIQUIDITY POSITION
Net Current Assets

As at 31 December 2017, the Group had net current assets of
approximately RMB1,686.2 million, which primarily consisted of
available-for-sale investments, investment deposits and cash
and bank balances. The current assets as at 31 December
2017 increased to approximately RMB2,459.9 million from
approximately RMB1,156.7 million as at 31 December
2016. The increase in current assets primarily reflected
(i) an increase in cash and bank balances, which increased
from approximately RMB602.3 million as at 31 December
2016 to approximately RMB1,716.3 million as at 31 December
2017, mainly due to the amount of approximately RMB1,245.8
million received from issues of shares on IPO and over-
allotment option, partially offset by the repayment of the
loans from the ultimate holding company and certain related
parties of approximately RMB139.5 million in 2017; and (ii)
an increase of approximately RMB323.1 million in available-
for-sale investments from approximately RMB143.2 million
as at 31 December 2016 to approximately RMB466.3 million
as at 31 December 2017 as we made additional investments
in available-for-sale investments as part of our liquidity
management measures, and was partially offset by a decrease
in investment deposits, which decreased from approximately
RMB362.6 million as at 31 December 2016 to approximately
RMB243.4 million as at 31 December 2017, as we redeemed
a certain amount of investment deposits and deposited the
funds at commercial banks as our cash and bank balances.
The current liabilities increased from approximately RMB520.9
million as at 31 December 2016 to approximately RMB773.8
million as at 31 December 2017, mainly reflecting (i) an
increase of approximately RMB58.7 million in deferred revenue
as the increased in tuition fee received due to an increase
in student numbers for the 2017-2018 school year as at 31
December 2017 and the acquisition of Chongqging Electronic
Information College in 2017; (ii) an increase of approximately
RMB144.1 of bank and other borrowings, offset by a decrease
of approximately RMB125.4 million and RMB14.1 million of
loans from the ultimate holding company and related parties
respectively which was fully repaid on 7 March 2017 and 17
March 2017; and (iii) an increase of approximately RMB179.1
million in other payables and accruals mainly due to the
increase of payables to non-controlling interest shareholders,
interest payables and payables for purchase of property, plant
and equipment.
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MANAGEMENT DISCUSSION AND ANALYSIS (Continued)

Capital Commitments

The Group had the following capital commitments at the end of
the reporting period:

BEREmR DT (#)

BEAE
AEENBERARNEARAFENT

2017 2016
RMB’000 RMB’000
AR¥TR AREETTT

Contracted, but not provided for: & AEREE :
Equipment B 7,653 6,121
Buildings BF 19,364 7,248
Loan committed to an associate ) — R & R Bl R GE R E K 8,359 26,877
Acquisition of a private school W HE — TR R 500,000 -
535,376 40,246

At the end of the reporting period, the Group did not have
significant capital commitments that are authorised but not
contracted for.

Indebtedness

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

The Group primarily borrows loans from banks and others to
supplement our working capital and finance our expenditure.
The bank loans and other borrowings amounted to RMB174.1
million as at 31 December 2017, all dominated in Renminbi. As
at 31 December 2017, our bank loans and other borrowings
bore effective interest rates ranging from 1.2% to 24.0% per
annum.

RBERR  AEBWESADREERG]
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MANAGEMENT DISCUSSION AND ANALYSIS (Continued)
EEEBR RO (E)

On 25 February 2017, the Group obtained a term loan facility
from Bank of China (Hong Kong) Limited with a maximum
principal amount of US$25.0 million or its equivalent in Hong
Kong dollar. This facility has a term of six months from the date
of the facility letter and bears an interest of 1.50% per annum
over LIBOR (for draw-downs in United States dollar) or 1.50%
per annum over HIBOR (for draw-downs in Hong Kong dollar).
The Group has made a draw-down of this term loan facility
on 7 March 2017 amounted to approximately US$20.8 million
(equivalent to approximately RMB143.2 million) to fully repay
the loans borrowed from the ultimate holding company and
related parties on 7 March 2017 and 17 March 2017. The bank
loan has been fully repaid on 22 March 2017 by using the
proceeds from IPO.

On 7 March 2017 and 17 March 2017, the Group had fully
repaid the loans from ultimate holding company and related
parties of approximately RMB125.4 million and RMB14.1
million respectively. The amount borrowed from the ultimate
holding company was in connection with the repurchase of
issued ordinary shares from previous investors beginning in the
second half of 2015. The amount due to related parties was
mainly used as loans to Hong Kong Nang Yan College.

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

Contingent Liabilities

As at 31 December 2017, the Group did not have any material
contingent liabilities, guarantees or any litigations or claims
of material importance, pending or threatened against any
member of the Group (2016: nil).

Pledge of Assets

As at 31 December 2017, certain of the Group’s buildings and
land with a net carrying amount of approximately RMB284.4
million (2016: Nil) were pledged to secure bank loans and
other borrowings.
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MANAGEMENT DISCUSSION AND ANALYSIS (Continued)

Foreign Exchange Exposure

The majority of the Group’s revenue and expenditures are
denominated in RMB. As at 31 December 2017, certain bank
balances were denominated in United States dollar (“US$”) and
Hong Kong dollar (“HK$”). The Group currently does not have
any foreign currency hedging policies. The management will
continue to monitor the Group’s foreign exchange risk exposure
and consider adopting prudent measures as appropriate.

Gearing Ratio

The gearing ratio' decreased to 5.5% as at 31 December 2017
from approximately 8.9% as at 31 December 2016, primarily
due to the Group had fully repaid interest-bearing loans from
the ultimate holding company and certain related parties on 7
March 2017 and 17 March 2017.

Employment, Training and Development

As at 31 December 2017, the Group had a total of 2,662
employees. Employees of the Group are remunerated based
on their performance, experience and prevailing industry
practices, with all compensation policies and packages
reviewed on a regular basis. As required by PRC laws and
regulations, we participate in various employee social security
plans for our employees that are administered by local
governments, including housing provident fund, pension,
medical, maternity insurance, work-related injury insurance and
unemployment insurance.

In addition, the Group provides comprehensive training
programs to its existing and newly recruited employees and/or
sponsors the employees to attend various job-related training
courses.

Note:

1. The Company's gearing ratio is calculated as total interest-bearing
and other borrowings divided by total equity as of the end of the
relevant financial year.
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DIRECTORS AND SENIOR MANAGEMENT

30

EERSNEEE

BOARD OF DIRECTORS
Executive Directors

Mr. Li Xuechun, aged 64, is the founder of our Group. Since
October 1998, Mr. Li has served as chairman of the board of
directors of Li'ang Industry. He was appointed as a Director
of the Company on 13 December 2005 and has been the
Chairman of the Board since 17 January 2006. Mr. Li has
more than 10 years of experience in the education industry,
having served as the Chairman of the Board since 2006. In
addition, Mr. Li served as the vice-chairman of the Chinese
Association for Non-Government Education* (FERERH#HE
#&) from May 2008 to November 2016 and has served as
the executive-chairman of Chongging Association for Non-
Government Education* (EERMHEWHE) since 2014. Mr.
Li is responsible for the strategic development of our Group.
Mr. Li graduated from the CPC Central Party School* (F+
AR ER) with a degree in Economic Management in June
1988 through long distance learning courses. He is currently
a member of the National Committee of Chinese People’s
Political Consultative Conference* (FEIA RBUAH B HEBZE
B5) and serves as a representative on its Science Education
Culture Health and Sport Commission* (FEARBUAHE S5
HEIFEEZEE). Mr. Li was awarded as a National Education
Industry Model Worker* (£EI{EF# 5 T{E#) by the Ministry of
Education of the PRC in September 2014. Mr. Li did not hold
any directorship in other listed companies during the last three
years.

Mr. Li is the father-in-law of Mr. Zuo Yichen, the executive
Director and Vice President of the Company.

* English names are translated for identification purpose only.

Minsheng Education Group Company Limited RAEHEEFFR A 7

Exg
BITEE

TEBHELE 645 AEEMEIMA - B
1998 F10A R THRAEXNREEXES
£ o WHN20055F12 13 EE X AR R T
MESE WHE2006F1A17HELTESS
FE TAEEHRBERBEEOI0F LS
B2006F RRETEETG TR o o - Tk
A4 B2008F5H E2016F11AEEFEE
NHEEHeaeRME014FRETERE
R EHERITER - TEEBEAEE
HISRESEE R - TR EMN1988F6 A E XN
HAPRER  BRARRRENEGLEEERSE
- HEMATFRARBAHEEHEEZRE
BEZE  WEATRHARBAHBEEHEH
MXBBEETEE - R2014F9A » =%
HEPEHE BT AZEEFHE LIESE -
FHRETRE-FUENEM EMAREE
FIESBA -

FRESARBRTESTRABHTER
FEEMER -

o EEBREHRER -



DIRECTORS AND SENIOR MANAGEMENT (Continued)

Ms. Zhang Weiping, aged 53, joined the Group in April 2007.
Ms. Zhang was appointed as a Director of our Company on
27 July 2008, and served as the Chief Operational Officer of
our Group from April 2007 to August 2016. Ms. Zhang was
appointed as the Chief Executive Officer of the Company on
1 August 2016. Since September 2000, Ms. Zhang has held
various positions with Chongqging College of Humanities,
Science and Technology, including being appointed as
professor by Southwestern Normal University Yucai College*
(A& K25 4 2Ft) (a predecessor of Chongging
College of Humanities, Science and Technology) in 2004.
She currently serves as the executive principal and party
secretary of the school. Ms. Zhang has more than 15 years of
experience in the education industry and is responsible for the
overall management and operation of our Group. Ms. Zhang
graduated from Southwestern University* (FAEAE2) (formerly
known as Southwestern Normal College* (FaFa AT #3£F%)) with a
bachelor's degree in law in 1988 and a master’s degree in law
in 1998. Ms. Zhang held various positions with Southwestern
University during the period from 1988 to 2007, where she was
appointed an associate professor in 2001 before receiving
a further promotion to the position of researcher in 2007.
Between December 2007 to December 2012, Ms. Zhang was
a representative member of Chongging Municipal People’s
Congress* (EEMARMREZAE). She has served as a vice
president of the Higher Education Commission of the China
Non-Governmental Education Association* (FERFIHAEHE)
since 2011. Ms. Zhang was awarded the “Advance Education
Workers in Chongqing* (Jt##(8 L{E#&)" award by Chongging
Municipal Education Commission in September 2007. She was
also named as an “Outstanding Party Affairs Worker* ({855
B T{EE)” by Southwestern University* (FmAZ) in June
2006. Ms. Zhang did not hold any directorship in other listed
companies during the last three years.

* English names are translated for identification purpose only.
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DIRECTORS AND SENIOR MANAGEMENT (Continued)
ESREREEREE)

Mr. Zuo Yichen, aged 37, joined the Group in August 2016
as Vice President. Mr. Zuo was appointed as a Director of
our Company on 23 August 2016. Mr. Zuo has more than 14
years of experience in banking practice. Prior to joining our
Group, Mr. Zuo was employed by the Bank of China from July
2002 to March 2016, and last occupied the position of head
office senior manager. Mr. Zuo graduated from Beijing Foreign
Studies University* (JLRHMNEIFERER) in 2002 with a bachelor
of arts degree, majoring in French. Mr. Zuo was a Letter of
Guarantee Expert certified by Chamber of Commerce China*
(FPEIBEEEE) from June 2012 to May 2014. He obtained the
certificate of Certified Treasury Professional (CTP) from the
Association for Financial Professionals in June 2014. He has
been a Certified Anti-Money Laundering Specialist (CAMS)
charterholder since September 2015. Mr. Zuo did not hold any
directorship in other listed companies during the last three
years.

Mr. Zuo is the son-in-law of Mr. Li Xuechun, the executive
Director and chairman of the Board of the Company.

*

English names are translated for identification purpose only.
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DIRECTORS AND SENIOR MANAGEMENT (Continued)

Mr. Lam Ngai Lung, aged 41, joined the Group in May 2012
as the general manager of our investment department and was
subsequently appointed as a Director of our Company on 23
August 2016. Mr. Lam has served as the Chief Financial Officer
of our Group since 22 May 2016. Mr. Lam has more than 15
years of experience in the field of accounting, and finance.
Prior to joining our Group, He served as an audit assistant
with Nexia Charles Mar Fan & Co., a firm of Certified Public
Accounts, between September 2000 and November 2003.
From November 2003 to October 2006, Mr. Lam was employed
by PricewaterhouseCoopers and last occupied the position of
senior associate. Between November 2006 and March 2007,
Mr. Lam was employed as an assistant manager at TOM Group
Limited, a company listed on the Stock Exchange (stock code:
2383) since August 2004 and was primarily responsible for
internal operational reviews. From March 2007 to May 2012,
Mr. Lam served as an advisory manager at KPMG. Mr. Lam
graduated from the Hong Kong University of Science and
Technology in November 1999 with a bachelor of science
In October 2000, He obtained the
Postgraduate Certificate in Professional Accounting from the
City University of Hong Kong. Mr. Lam has been a member of
the Hong Kong Institute of Certified Public Accountants since
2004 and a Chartered Financial Analyst (CFA) charterholder
since 2005. Mr. Lam did not hold any directorship in other
listed companies during the last three years.

in mathematics degree.
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DIRECTORS AND SENIOR MANAGEMENT (Continued)
ESREREEREE)

Non-executive Directors

Mr. Lin Kaihua, aged 51, was appointed by the Board as a
non-executive Director on 28 June 2017. Mr. Lin has extensive
experience in business operation and financial management.
He is an executive director and vice president of Overseas
Chinese Town (Asia) Holdings Ltd.* (ZE@EH (apM) #ERARA
A]) (“OCT (Asia)”) (stock code: 3366), the shares of which are
listed on the Main Board of The Stock Exchange of Hong Kong
Limited and which holds approximately 8.26% of the issued
share capital of the Company. He also holds director positions
in certain subsidiaries of OCT (Asia) and Beijing Guangying
Real Estate Development Co., Ltd* (It REREHERZE AR A
A]) (an associate of OCT (Asia)), and is also the deputy general
manager of Overseas Chinese Town (HK) Company Limited (the
controlling shareholder of OCT (Asia)). Since joining Overseas
Chinese Town Enterprise Company in 1992, Mr. Lin has held
a number of positions including but not limited to the deputy
general manager and the chief financial officer of Overseas
Chinese Town (Shanghai) Land Company* (ZEEH (L&) Eit
ABRAF]) (an indirect non-wholly owned subsidiary of the OCT
(Asia)), the deputy general manager of Shenzhen Overseas
Chinese Town Entertainment Investment Company Limited* (0%
YIZE B EB T IREEIL E A 7)) (a wholly-owned subsidiary of OCT
Ltd.), chief financial officer of Shenzhen Overseas Chinese
Town Holding Company Limited* (RIIZEGB IR D B R A )
(currently known as OCT Ltd.), and the chief financial officer
of Shenzhen Bay Hotel* (ZFIIEKEE) (currently known as
“InterContinental Shenzhen* (ZE&#H AE)E)"). Mr. Lin holds
a bachelor’'s degree and a master’s degree in accounting
and has obtained Certified Public Accountant and Senior
Accountant title.

* English names are translated for identification purpose only.
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DIRECTORS AND SENIOR MANAGEMENT (Continued)

Ms. Li Yanping, aged 58, was appointed as a non-executive
Director on 28 June 2017. Ms. Li has been the Vice Principal
of Pass College of Chongqging Technology and Business
University, a school in which the Group owns 100% school
sponsor interest, since March 2016. Ms. Li has over 30 years
of experience in the financial service industry and possesses
extensive experience in management and internal audit. Prior
to joining the Group, Ms. Li was the Deputy Division Chief
at the Xi'an Branch of Internal Audit Bureau of Industrial and
Commercial Bank of China (“ICBC”) (B T rmiR1T A= B
%5 /®) from 2006 to 2016 and has worked as an auditor
at ICBC from 1999 to 2004. She has also worked at various
positions in ICBC from 1980 to 2004. Ms. Li has obtained a
bachelor’s degree in economics and management from the
Party School of the Central Committee of the Communist Party
of China (FREMR) and is a senior economist. Ms. Li is the
daughter of Mr. Li Xuerang who is a cousin of Mr. Li Xuechun,
a controlling shareholder of the Company, an executive
Director and the chairman of the Board.

Independent Non-executive Directors

Mr. Chan Ngai Sang, Kenny, aged 53, was appointed as
an independent non-executive Director of our Company on 2
March 2017. Mr. Chan is a partner and founder of Kenny Chan
& Co., a firm of Certified Public Accounts. Mr. Chan has over
25 years of experience in accounting, taxation, auditing and
corporate finance. Mr. Chan holds a bachelor of commerce
degree obtained from the University of New South Wales in
1988 and is a member of Chartered Accountants of Hong Kong
Institute of Certified Public Accountants. He currently serves as
the independent non-executive director of TSC Group Holdings
Limited (stock code: 206), Sing on Holdings Limited (stock
code: 8352), Zhongyuan Bank Co., Ltd. (stock code: 1216)
and Hebei Construction Group Corporation Limited (stock
code: 1727), each of which is a company listed on the Stock
Exchange.
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DIRECTORS AND SENIOR MANAGEMENT (Continued)
ESREREEREE)

Mr. Yu Huangcheng, aged 42, was appointed as an
independent non-executive Director of our Company on 2
March 2017. From March 2009 to March 2010, Mr. Yu was
employed by the Investment Promotion Bureau of Haidian
District* (8REER#ER) and last occupied the position
of section chief (£}&). Since March 2010, Mr. Yu has served
as an investment director at Kunwu Jiuding Capital Holdings
Co., Ltd. (BEENRIKEZERAZHBBR AR, which is a company
listed on the Shanghai Stock Exchange (stock code: 600053).
Mr. Yu graduated from Macquarie University in Australia with a
Master’'s degree in applied finance in November 2008. Mr. Yu
did not hold any directorship in other listed companies during
the last three years.

Mr. Wang Wei Hung, Andrew, aged 62, was appointed as
an independent non-executive Director of our Company on 2
March 2017. He was admitted as Solicitor of the High Court
in Hong Kong in January 1982 and has over 30 years of
experience in the legal practice. Mr. Wang was the Head of
Legal and Compliance Department of China Development Bank
Corporation Hong Kong Branch between from August 2010
to September 2011. Before joining China Development Bank
Corporation Hong Kong, he was a Partner of the Finance &
Projects Group of DLA Piper Hong Kong from October 2006
to November 2009. Mr. Wang has also been a Notary Public
since 1992. Actively involved in public sector advisory and
statutory bodies, amongst the appointments he is the Chairman
of Appeal Tribunal Panel (Building Ordinance), and former
member of Notaries Public Disciplinary Tribunal Panel. In 2005,
he was invited by former President of the United States Bill
Clinton to participate in the Clinton Global Initiative Fund held
in New York 2005. Mr. Wang has served as an independent
non-executive director of Infinity Financial Group (Holdings)
Limited (T E®E(ER)EMR A A]), a company listed on the
Stock Exchange (stock code: 1152) since October 2011. Mr.
Wang graduated from Concordia University, Canada with a
bachelor of arts degree in Communications Arts.

* English names are translated for identification purpose only.
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DIRECTORS AND SENIOR MANAGEMENT (Continued)

SENIOR MANAGEMENT

Mr. Wang Wei, aged 51, joined the Group in October 2005
and is currently the financial director and head of finance
department of Chongqging College of Humanities, Science
and Technology. Mr. Wang has over 15 years of experience
in finance and accounting and is primarily responsible for the
finance and accounting of our Group’s schools in Chongging.
Prior to joining our Group, Mr. Wang worked as accountant
with Beijing Zhongruicheng Lianhe Accounting Firm Chongging
Branch* (t R in#it& 5t EHMEE S FT) and Chongging
Tongguan Accounting Firm Co., Ltd.* (EEBTEE:HAE%ME
fR & T /A 7). Mr. Wang graduated from Jiangxi Caijing College*
(LFaBT 482 PT) with a bachelor degree in economics in July
1989.

Mr. Li Jiandong, aged 45, joined our Group in January 2016
and is currently the deputy officer of logistics of Chongaging
College of Humanities, Science and Technology and has been
primarily responsible for the logistical support of our schools
in Chongging. Prior to joining our Group, Mr. Li served as the
general manager of Shandong Dongying Jinheng Furniture
Co., Ltd.* (LER&E&EHXAKBRAF]), a company primarily
engaged in export and trading of furniture, between June 2010
to December 2015. From March 1999 to March 2010, Mr. Li
was employed by Shandong Shenghui Timber Co, Ltd.* (IUZR
BEEEAR¥EABRAR]) and last occupied the position of deputy
general manager.

COMPANY SECRETARY

Ms. Ng Wing Shan is the company secretary of our Company
and was appointed on 21 September 2016. Ms. Ng is a fellow
member of The Hong Kong Institute of Chartered Secretaries
and the Institute of Chartered Secretaries and Administrators
in the United Kingdom. Ms. Ng is an assistant vice president
of SW Corporate Services Group Limited and her major
responsibility is assisting listed companies in professional
company secretarial work.

* English names are translated for identification purpose only.
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SRS

The Board is pleased to present the reports and the audited
financial statements of the Company and the Group for the
year ended 31 December 2017.

GLOBAL OFFERING

The Company was incorporated on 13 December 2005 as an
exempted company with limited liability under the laws of the
Cayman lIslands. The Company’s shares were listed on the
Main Board of the Stock Exchange on 22 March 2017 (the
“Listing Date”).

PRINCIPAL ACTIVITIES

The principal activity of the Company is investment holding.
The Group is principally engaged in providing educational
services in the People’s Republic of China (the “PRC”). Details
of the principal activities of the Group’s subsidiaries are set out
in Note 1 to the consolidated financial statements.

BUSINESS REVIEW

A fair review of the business of the Group during the year
ended 31 December 2017 as required by Schedule 5 to
the Companies Ordinance (Chapter 622 of the Laws of
Hong Kong), including an analysis of the Group’s financial
performance, an indication of likely future developments in
the Group’s business and the Group’s key relationships with
its stakeholders who have a significant impact on the Group
and on which the Group’s success depends, is set out in the
section headed “Chairman’s Statement” on pages 8 to 9 and
“Management Discussion and Analysis” on pages 10 to 29.
These discussions form part of this report. Events affecting
the Company that have occurred since the end of the financial
year is set out in the section headed “Events after the reporting
period” on page 89.

SUFFICIENCY OF PUBLIC FLOAT

Based on the information that is publicly available to the
Company and within the knowledge of the Directors of the
Company, the Company has maintained sufficient public float
of not less than 25% of the Company’s total issued share
capital as required under the Listing Rules as at the date of
this report.
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RESULTS

The Group’s results for the year ended 31 December 2017 and
the state of affairs of the Group at that date are set out in the
consolidated financial statements on pages 121 to 228.

PRINCIPAL RISKS AND UNCERTAINTIES AND RISK
MANAGEMENT

The Group is exposed to various risks in the operations of the
Group’s business and the Group believes that risk management
is important to the Group’s success. Key operational risks
faced by the Group include, among others, changes in general
market conditions and perceptions of formal higher education,
changes in the regulatory environment in the PRC education
industry, the ability of the Group to offer quality education to
students, the ability of the Group to increase student enroliment
and/or raise tuition rates, the potential expansion of the Group
into other regions in China, availability of financing to fund the
Group’s expansion and business operations and competition
from other school operators that offer similar quality of
education and have similar scale.

In addition, the Group also faces numerous market risks, such
as foreign currency risk and liquidity risks that arise in the
normal course of the Group’s business.

Foreign Currency Risk

All of the Group’s turnover and substantially all of the Group’s
operating expenses are denominated in RMB, which is not
a freely convertible currency. The PRC Government imposes
controls on the convertibility of RMB into foreign currencies and,
in certain cases, the remittance of currency out of Mainland
China. Shortages in the availability of foreign currencies may
restrict the ability of the Group’s PRC subsidiaries to remit
sufficient foreign currencies to pay dividends or other amounts
to the Group.
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Liquidity Risk

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.

To properly manage these risks, the Group has established risk
management structures and measures. The details are set out
on pages 103 to 105 “Risk Management and Internal Control”
of corporate governance report.

SUMMARY OF FINANCIAL INFORMATION

A summary of the Group’s results, assets and liabilities for
the last five financial years are set out on page 6 “Financial
Highlights” of this annual report. This summary does not form
part of the audited financial statements.

PROPERTY, PLANT AND EQUIPMENT
Details of movements in the property, plant and equipment of
the Group are set out in Note 13 to the financial statements.

SIGNIFICANT INVESTMENTS HELD

The Group held available-for-sale investments and investment
deposits during the year ended 31 December 2017. Details of
available-for-sale investments and investment deposits of the
Group as at 31 December 2017 are set out in Notes 18, 22 and
23 to the financial statements.

BANK LOANS AND OTHER LOANS

Particulars of bank and other borrowings as at 31 December
2017 are set out in Note 26 to the financial statements.

SHARE CAPITAL

Details of movements in the share capital of the Company
during the year are set out in Note 30 to the financial
statements.
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RESERVES AND DISTRIBUTION RESERVE

Details of movements in the reserves of the Company and of
the Group during the year are set out in Note 42 to the financial
statements and in the consolidated statement of changes in
equity on pages 124 to 125, respectively. As at 31 December
2017, the aggregate amount of reserve available for distribution
to equity shareholders of the Company was approximately
RMB1,150,992,000 (2016: Nil).

DIVIDEND

The Board does not recommend the payment of a final
dividend to the Shareholders of the Company for the year
ended 31 December 2017 (year ended 31 December 2016:
nil).

There is no arrangement that a shareholder has waived or
agreed to waive any dividend.

PRE-EMPTIVE RIGHTS

There are no provisions for pre-emptive rights under the laws
of the Cayman lIslands or under the Company’s Articles of
Association that require the Company to offer new shares on a
pro-rata basis to its existing Shareholders.

PURCHASE, SALES OR REDEMPTION OF COMPANY’S
LISTED SECURITIES

Neither the Company, nor any of its subsidiaries, had
purchased, sold or redeemed any listed securities of the
Company during the period from the Listing Date to 31
December 2017.

MAJOR CUSTOMERS AND SUPPLIERS

No service provided to a single customer contributes 10% or
more of the total revenue of the Group during the reporting
period.

Purchases from the Group’s five largest suppliers accounted
for 34.1% of the total purchases for in 2017 and purchases
from the largest supplier included therein amounted to 12.2%
of the Group's total purchases for the year.
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None of the Directors, any of their associates, or any of the
substantial shareholders of the Company (which are disclosed
to the Directors) had any beneficial interest in the Group’s five
largest customers and suppliers.

RELATIONSHIP WITH EMPLOYEES, CUSTOMERS AND
SUPPLIERS

The Group understands the importance of maintaining a good
relationship with its employees, customers and suppliers to
meet its immediate and long-term goals. The Group maintains
a good relationship with employees, customers and suppliers.
During the reporting period, there were no material and
significant dispute between the Group and its employees,
customers and/or suppliers.

USE OF NET PROCEEDS FROM LISTING

Net proceeds from the Listing (including the over-allotment
option and after deducting underwriting fee and relevant
expenses) amounted to approximately HK$1,374.7 million. As
at 31 December 2017, a total amount of HK$219.4 million out
of the net proceeds had been used by the Group according to
the allocation set out in the Prospectus.
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The following sets forth a summary of the utilisation of the net

proceeds:

Percentage to

Purpose total amount

HREERADIL

Jich=

Acquiring additional existing schools in
the PRC and overseas

Yo bg Bl S o E A IR A B AR

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

B SRR AIER SE P
REBR

Repaying a term loan from a third-party
financial institution

BEBFE =7 RIEIBIGHTEHER

Financing working capital and general
corporate use

REBEES RN —RARARREHEESR

55.0%

21.2%

14.8%

9.0%
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TREJIASRIBFRERRR

Utilised
amount at

31 December
2017
A20175
12A31H
CBALE
HKD

BT

(million)

(B&8r)

Unutilised
amount at

31 December
2017
A20175
12A31H
MARBASHE
HKD

BT

(million)

(B&8r)

Net proceeds

FRERIERE
HKD

BT
(million)

(B&n)

756.1 31.3 724.8

291.4 - 291.4

203.5 162.0 41.5

123.7 26.1 97.6

Total #25t 100.0%

1,374.7 219.4 1,155.3

MATERIAL ACQUISITIONS AND DISPOSALS

Save as disclosed in the section headed “Management
Discussion and Analysis — Our Schools in China - 2.
Acquisition of New Schools” in this annual report, the Group
did not have any other material acquisitions or disposals of
subsidiaries, associates and joint ventures during the year

ended 31 December 2017.
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CHARITABLE DONATIONS

Charitable donations made by the Group during the year ended
31 December 2017 amounted to approximately RMB2,629,000
(2016: approximately RMB691,000).

RECTIFICATION MEASURES

As disclosed in the “Business” section of the Prospectus of the
Company, the Group has certain buildings occupied by Chongging
College of Humanities, Science and Technology, Pass College of
Chongging Technology and Business University and Inner Mongolia
Fengzhou Vocational College (Qingcheng Branch) that had
defective titles. The Group has ceased using such buildings and
the Group is using the best efforts to promptly make appropriate
applications with the relevant government authorities to obtain the
required permits and/or acceptance checks. As at the date of this
annual report, the status of the buildings are as follows:

Total number
of buildings

with defective

Total number of
buildings which we
have obtained the
building ownership

&
It

B

REBREHE2017E12A31B IFEEME
RZE =4 A A RE2629,0007T(2016
F M AREEE91,0007T) ©

BRI

B R RHERER G | —EARE - &
BAXRR 2 - 8 TSRS &
AREEMBERER (FH OB )ERNET
BFFEFERE - ARECFILERZE
BT MAKELEE AR BT &
YEHEE 5 - ISR MRT AT & &3k
B - BEAFHRES - BFHMORMT

The number of
buildings covered by
applications with the
relevant government

authorities to obtain the
required permits and/or

certificates acceptance checks

titles as disclosed
in the Prospectus

as at the date of
this annual report

as at the date of
this annual report

REREREE 2 REFHBELY - RAFR A H @8 E BT HE
Buildings occupied by FEEERE ZMEMBER fEH R - UEUEREN
BFHUTHEBER HEFEY FIERINETAY FURR /ARUNEFHE
Chongging College of Humanities, 15 12 3
Science and Technology
BRAXRIER
Pass College of Chongging 3 3 -
Technology and Business
University
ERTHAZRNER
Inner Mongolia Fengzhou 5 - 5

Vocational College
(Qingcheng Branch)
NEHEMBEZR (BHAR)
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DIRECTORS

The Directors of the Company during the year of 2017 and up
to the date of this annual report were as follows:

Executive Directors

Mr. Li Xuechun (Chairman of the Board)

Ms. Zhang Weiping (Chief Executive Officer)
Mr. Zuo Yichen

Mr. Lam Ngai Lung (Chief Financial Officer)

Non-executive Directors
Mr. Lin Kaihua (appointed on 28 June 2017)
Ms. Li Yanping (appointed on 28 June 2017)

Independent Non-executive Directors

Mr. Chan Ngai Sang, Kenny (appointed on 2 March 2017)
Mr. Yu Huangcheng (appointed on 2 March 2017)
Mr. Wang Wei Hung, Andrew (appointed on 2 March 2017)

CONFIRMATION OF INDEPENDENCE OF INDEPENDENT
NON-EXECUTIVE DIRECTORS

REPORT OF THE DIRECTORS (Continued)
EEZRS(A)

2x
R2017TFRAREEAFRABPNARARE
Z0F

HITEE

TBEBELE(EFSTE)

REF L (FTAAZ)

rFRERLE

MRBEFT L (A A E)

FHTEE

B RES A (FA20175E6 A28 A EZE(T)
BIEF L+ (R20175F6 A28 B EZET)
BYHHITESE

PR3k A S 4 (R2017E3 A2 R EEF)
REAEAE(R2017E3 2B -ZE(T)
F LA (R2017EI A2 ESE)

BYFHNTESHBE I HRER

The Company has received a confirmation of independence ZAATICRIBEZATES EmHB( LR
pursuant to rule 3.13 of the Listing Rules from each of the B |)E3. 13&K B IFRITE SIS E L
independent non-executive Directors and the Company MR > MAQRRERE FHHERIZE3.13
considers such Directors to be independent in accordance with § - ZSEFABEI AT ©

rule 3.13 of the Rules Governing the Listing of Securities on the

Stock Exchange (the “Listing Rules”).
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DIRECTORS’ BIOGRAPHIES

Biographical details of the Directors are set out on pages 30 to
37 of this annual report.

DIRECTORS INTERESTS IN TRANSACTIONS,
ARRANGEMENTS OR CONTRACTS OF SIGNIFICANCE

Save as disclosed in Note 38 to the financial statements, no
Director had a material beneficial interest in, either directly
or indirectly, in any transactions, arrangements or contracts
of significance to the business of the Group to which the
Company or any of its subsidiaries was a party during the year
2017 and up to the date of this annual report.

DIRECTORS’ INTEREST IN COMPETING BUSINESS

At no time during the year 2017, the Directors or their
respective associates had engaged in or had any interest in
any business which competes or may compete, either directly
or indirectly, with the businesses of the Group.
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Structured Contracts

A.

Background and overview

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

In order to comply with the PRC laws and regulations
as set out above while availing ourselves of international
capital markets and maintaining effective control over
all of our operations, on 27 September 2017, our wholly-
owned subsidiary, Chongging Ruibo Mincheng Education
Technology Co. Ltd. (“Chongqging Ruibo”) entered
into various agreements that constitute the Structured
Contracts with, among others, our PRC Operating School
and Chongging Yuecheng Zhiyuan Education Technology
Co., Ltd (“Chongging Yuecheng” or the “School Sponsor”
and together with the PRC Operating School, the “PRC
Operating Entities”), under which all economic benefits
arising from the business of our PRC Operating School and
the School Sponsor are transferred to Chongaging Ruibo to
the extent permitted under the PRC laws and regulations
by means of service fees payable by our PRC Operating
School and our School Sponsor to Chongging Ruibo.
Although the registered shareholders are not consolidated
as part of our Group, they are parties to certain
agreements which constitute the Structured Contracts
to ensure that the Shareholders’ rights of Chongging
Yuecheng are actually controlled by Chongging Ruibo.
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The following simplified diagram illustrates the flow of
economic benefits from the PRC Operating Entities to the
Group stipulated under the Structured Contracts:
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As of the date of this annual report, we have not
encountered any interference or encumbrance from any
governing bodies in our plan to adopt the Structured
Contracts and the consolidated financial results of our
PRC Operating School, which engage in higher education
service, are consolidated to those of our Group.
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B. Summary of the Material Terms of the Structured
Contracts

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

(1) Exclusive Business Cooperation Agreement

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

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

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

Pursuant to the exclusive call option agreement
entered into by and among Chongqging Ruibo,
Chongging Yugangao and Chongging Yuecheng (the
“Exclusive Call Option Agreement 1”), Chongqing
Yugangao has irrevocably and unconditionally granted
Chongging Ruibo the right to, as and when permitted
by the applicable PRC laws and regulations during the
term of the Structured Contracts, acquire all or part of
the 100% equity interest of Chongqging Yuecheng held
by Chongging Yugangao at a consideration which
is the lower of the registered capital contribution by
Chongging Yugangao to Chongging Yuecheng and
nominal consideration, or otherwise at the lowest
price permitted by the then applicable PRC laws and
regulations.

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

“Exclusive
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(4) Shareholders’ Rights Entrustment Agreements and 4) BRRAEZAHEREREERZT
Power of Attorneys =

52

Shareholders’ Rights Entrustment Agreement | and
Power of Attorney |

Pursuant to the shareholders’ rights entrustment
agreement executed by and among Chongging Ruibo,
Chongging Yugangao and Chongqging Yuecheng (the
“Shareholders’ Rights Entrustment Agreement 1”),
Chongging Yugangao executed a power of attorney
in favour of Chongging Ruibo (the “Power of Attorney
I”) pursuant to which Chongging Yugangao has
irrevocably and unconditionally authorized Chongging
Ruibo to, among other things:

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

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

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

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

Entrustment Agreement I,

Chongqging Yugangao

guarantees and undertakes that:

(i)

(i)

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

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

Pursuant to the Shareholders’ Rights Entrustment
Agreement |, any successor to Chongqing
Yugangao shall hold the respective equity
interest in Chongqing Yuecheng subject to
conditions, requirements and obligations under
the Shareholders’ Rights Entrustment Agreement |.
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Shareholders’ Rights Entrustment Agreement Il and
Power of Attorney Il

Pursuant to the shareholders’ rights entrustment
agreement executed by and among Chongging
Ruibo, Mr. Li, Mr. Cao and Chongqging Yugangao
(the “Shareholders’ Rights Entrustment Agreement I1”,
together with the Shareholders’ Rights Entrustment
Agreement |, the “Shareholders’ Rights Entrustment
Agreements”), Mr. Li and Mr. Cao executed a power
of attorney in favour of Chongging Ruibo (the “Power
of Attorney II”, together with the Power of Attorney
[, the “Power of Attorneys”) pursuant to which Mr. Li
and Mr. Cao have irrevocably and unconditionally
authorized Chongging Ruibo to, among other things:

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

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

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

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

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

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

Pursuant to the Shareholders’ Rights Entrustment
Agreement Il, in the event of Mr. Li's or Mr. Cao’s
death, loss of capacity, marriage, divorce or
bankruptcy or other similar events affecting Mr. Li or
Mr. Cao in exercising their respective shareholders’
rights of Chongging Yugangao, any successor to
Mr. Li or Mr. Cao shall hold the respective equity
interest in Chongging Yugangao subject to conditions,
requirements and obligations under the Shareholders’
Rights Entrustment Agreement I1.
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(5) Spouse Undertakings (5) ERBAEEE
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Pursuant to the spouse undertakings (“Spouse
Undertakings”) executed by Ms. Shi, the spouse of
Mr. Cao, Ms. Shi has irrevocably undertaken that:

56

(a)

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

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

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

Minsheng Education Group Company Limited RAEHEEFFR A 7

(a)

WwEEAMELRBE XE
EREF - IRITEEML
AR RLER BRAR
B EE SR B ETE
REREEMECHHKRES
E -MIrEFAELLEEEE
AR EREE (2
BRI MELONER) -
WA REER T HEEL
BHRETZITH(BRENR
RERHELRERENEE
A R B HE B P B K AR
& KFTE S ERIRER) -

MAE T2AERRBIE
SHEBBAEENERNKLE
MEBRETRESE SR
B R #E A& EE A B B (T AT
MRENEMNREASHEE
SEEABRZF XIS R
- MRAEEREBMEER
M— A RZEBESHRATE
B BERBIA R - REE
TN EE —JFAFEX
B ZERGFAERE
it



Authorization to obtain assets of Chongqging Yuecheng

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

Dispute resolution

Pursuant to the Structured Contracts, any dispute
arising from the validity, interpretation and
performance of the Structured Contracts between
the parties thereto should first be resolved through
negotiation. If the parties are unable to settle the
dispute within 30 days, any party may submit the said
dispute to the Chongging Arbitration Commission with
a view to resolving the dispute through arbitration
in accordance with the arbitration rules thereof. The
results of the arbitration shall be final and binding on
all relevant parties. The arbitral commission shall have
the right to award remedies over the equity interest
and property interest and other assets of Chongging
Yuecheng, injunctive relief (for the conduct of
business or to compel the transfer of assets) or order
the winding up of Chongging Yuecheng (the “Arbitral
Award Provisions”).
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The Structured Contracts also provide that pending
formation of the arbitral tribunal or in appropriate
cases, the courts of Hong Kong, the Company’s place
of incorporation (the Cayman lIslands), Chongqging
Yuecheng's place of establishment (the PRC), the
jurisdiction where the principal assets of Chongging
Ruibo and Chongging Yuecheng are located (the PRC)
have the power to grant interim remedies in support of
the arbitration (the “Interim Remedies Provisions”).

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

C. Business Activities of PRC Operating Entities

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

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

Wy 28

Net Profit Total Assets
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For the year ended For the year ended As of
31 December 2017 31 December 2017 31 December 2017

HZE2017F12A31H #HZE2017F12A31H

ILFE

Significances and

financial contribution

to the Group 1.2%
HAEENEZM LT

5B

E. Revenue and assets involved in Structured Contracts

ILFE R2017612A31H

0.6% 21.5%

EREMAHITS R REE
Revenue Assets
Wz BE
RMB’000 RMB’000

ARBT T AR®TR

For the year ended As at
31 December 2017 31 December 2017
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5,970 906,430

PRC Operating Entities
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Regulatory Framework
Higher Education

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

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

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

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

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

*

For identification purpose only
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Risks associated with the arrangements and the actions
taken to mitigate the risks

Risks

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

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

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

Internal control

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

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

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

Unwinding of the Structured Contracts

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

For details of the above Structured Contracts, please refer
to the announcement of the Company dated 27 September
2017.
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DIRECTORS’ AND CHIEF EXECUTIVES’ INTERESTS AND
SHORT POSITIONS IN SHARE, UNDERLYING SHARES AND
DEBENTURES

As at 31 December 2017, the interests and short positions
of the Directors and chief executives 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 (“SFO”), 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
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Approximate
percentage of
shareholding in

the Company as at

Nature of Number of the Listing Date
Name of Director interest shares held Position RETBEHRADT
EEfA EEME BFERGHEA BR/ KR HNRESNBEI L
Mr. Li Xuechun (Mete) Beneficial owner 3,000,000,000 Long 74.67%
FREKEMD EREBA )
Ms. Zhang Weiping Beneficial owner 20,000,000 Long 0.50%
RETFRLE EnBEA e
Mr. Zuo Yichen Beneficial owner 5,000,000 Long 0.12%
ERREE ERBEEA )
Mr. Lam Ngai Lung Beneficial owner 5,000,000 Long 0.12%
MRBELAE EREBA )
Mr. Lin Kaihua Beneficial owner 700,000 Long 0.02%
NG e BEREAA e

Note: Mr. Li Xuechun (“Mr. Li") holds 90% of the issued share capital of
Honest Cheer Investments Limited (“Honest Cheer”) and is its sole
director and he is therefore deemed to be interested in the shares held
by Honest Cheer upon the Listing. Ms. Li Ning, daughter of Mr. Li,
holds the remaining 10% of the issued share capital of Honest Cheer.
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Save as disclosed above, as at 31 December 2017, neither the
Chief Executives nor any of the Directors of the Company had
or was deemed to have any interests or short positions in the
shares, underlying shares or debentures of the Company and
its associated corporations (within the meaning of Part XV of
the SFO) (i) which were required to be notified to the Company
and the Stock Exchange pursuant to Divisions 7 and 8 of Part
XV of the SFO (including interests or short positions which they
were taken or deemed to have under such provisions of the
SFO); or (ii) which were required, pursuant to section 352 of
the SFO, to be entered in the register referred to therein; or
(iii) which were required to be notified to the Company and the
Stock Exchange pursuant to the Model Code.

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

As at 31 December 2017, 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:
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Approximate
percentage of
shareholding in

the Company as at

Nature of Number of the Listing Date
Name of Shareholder interest shares held Position RETBHREAF
BRREMH HEROHE BR/ KR HREMABDI L
Honest Cheer Beneficial owner 3,000,000,000 Long 74.67%
B EREAA So)
City Legend International Limited Beneficial owner 332,000,000 Long 8.26%
ZEERRARRAA EREBA 1)
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Save as disclosed above, as at 31 December 2017, 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.

DIRECTORS’ RIGHTS TO ACQUIRE SHARES OR
DEBENTURES

At no time during the year 2017 were rights to acquire benefits
by means of the acquisition of shares in the Company granted
to any of the Directors or their respective spouses or children
under 18 years of age, or were any such rights exercised by
any of them; or was the Company, or any of its subsidiaries a
party to any arrangement to enable the Directors to acquire
such rights in any other body corporate.

DIRECTORS’ SERVICE CONTRACTS AND OTHER
INFORMATION

Each of our executive Directors (other than Mr. Lam Ngai
Lung) has entered into a service contract with the Company
for an initial fixed term of three years commencing from 1
August 2016 and Mr. Lam Ngai Lung has entered into a
service contract with the Company for an initial fixed term
of three years commencing from 22 May 2016. The term of
each of the service contracts between the Company and the
executive Directors will be automatically renewed for a further
term of three years upon the expiration of the initial term, until
terminated by not less than three months’ notice in writing
served by either party on the other (or otherwise in accordance
with the terms of the relevant service contract).
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Each of our independent non-executive Directors has entered
into a service contract with the Company for an initial fixed
term of one year commencing from the Listing Date and the
term of each of these service contracts will be automatically
renewed for a further term of one year after the expiration of
the initial term, until terminated by not less than three months’
notice in writing by served by either party on the other (or
otherwise in accordance with the terms of the relevant service
contract).

Mr. Lin Kaihua and Ms. Li Yanping have been appointed as
non-executive Directors with effect from 28 June 2017. Each of
them has entered into an appointment letter with the Company
for an initial term of one year, subject to retirement by rotation
and re-election in accordance with the articles of association
of the Company and the term of each of the appointment may
be renewed for a further term of one year by mutual agreement
between the above respective director and the Company upon
expiration of the initial term and each renewed term.

In accordance with article 84 (1) of the Company’s articles of
association, Mr. Zuo Yichen, Mr. Chan Ngai Sang, Kenny and
Mr. Yu Huangcheng will retire from the Board by rotation at the
forthcoming annual general meeting and, being eligible, offer
themselves for re-election.

No Director proposed for re-election at the forthcoming annual
general meeting has an unexpired service contract which is not
determinable by the Company or any of its subsidiaries within
one year without payment of compensation, other than statutory
compensation.

MANAGEMENT CONTRACTS

No contracts concerning the management and administration
of the whole or any substantial part of the business of the
Company were entered into or existed for the year ended 31
December 2017 and up to the date of this annual report.
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SHARE OPTION SCHEME

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

1. Purpose

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

2. Who may join

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

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

(b) a director or proposed director (including an independent
non-executive director) of any member of the Group;
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(c) a direct or indirect shareholder of any member of the
Group;

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

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

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

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

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

3. Maximum number of shares

The maximum number of shares which may be issued upon
exercise of all options to be granted under the Scheme
and any other schemes of the Group shall not in aggregate
exceed 10% of the shares in issue as at the Listing Date
(such 10% limit representing 400,000,000 shares excluding
shares which may fall to be issued upon the exercise of
the Over-allotment Option granted by the Company) (the
“Scheme Mandate Limit”) provided that:
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(a)

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

the Company may seek separate approval from the
Shareholders of the Company in general meeting for
granting Options beyond the Scheme Mandate Limit,
provided that the Options in excess of the Scheme
Mandate Limit are granted only to the Eligible Person
specified by the Company before such approval is
obtained. The Company should issue a circular to the
Shareholders of the Company containing the details
and information required under the Listing Rules; and

the maximum number of shares which may be issued
upon exercise of all outstanding options granted and
yet to be exercised under the Share Option Scheme
and any other schemes of the Group shall not exceed
30% of the Company’s issued share capital from time
to time. No Options may be granted under the Share
Option Scheme and any other share option scheme
of the Company if this will result in such limit being
exceeded.
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Maximum entitlement of each participant

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

Offer and grant of Options

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

Minsheng Education Group Company Limited RAEHEEFFR A 7

ESHEZBIBRERHR LR

BRI — & A TR LB - BE
EITEREM12ME A BEE T kIR
FRRATHBBARE T BT R T E1THY
DB EFBB AR R TEE BEITRA
B)1% o MR il & B8 A I8 R I AR
- gEYATEESEEBRES A
(BHFE%ZB)IH12@ A BHEER T B
BYZeERATHAERBRE(RIE
BATEE - B R ARITEMERE)
mEEITRETETHRNE RBBE
BITRIDE1% « GIREREBELARRD
BIRRAERRAEG ER/THE - MZEe
ERATREZZBEA(KIEER
AT BEEAL  BJEHBBA)ENRE
T o RARIARARGIREETE—H
BREERATHOED  BETZEE
BATHERE(RLIEEHMER
E)MEE RMERREH ETRAEE
WFFIBRERBBE - R TZEaER
ATHIERESR RIER(BIERBEE)
BRAARIREAERTERE - Mt E
ZEBRENRBENS  ZRELE
RENESTSZAHARGIEZLNA
/Hﬂ °

RERRHIBERE

RIBBBETEIGRR  EFSARAR
MAMEF0FAERABESSA
E2RRBEEENTAESEBRALREZR
HEkE UERBEIBEEFS(R
EERESIGFBENARBRE N
Bt (ERBHORNDAREBIMES
BRI —FRIAR TBIEBRERL) -



Granting Options to connected persons

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

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

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

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

Approval from the Shareh