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FINANCIAL INFORMATION HIGHLIGHT

Selected Consolidated Statements of Profit or Loss Data

Six Months ended 30 June

2019 2018
RMB’000 RMB'000 Percentage Change
(Unaudited) (Unaudited)

Revenue 254,829 98,454 +159%
Cost of sales (107,353) (29,822) +260%
Gross profit 147,476 68,632 +115%
Other income and gains 18,179 4,459 +308%
Selling and distribution expenses (2,857) (755) +278%
Administrative expenses (27,738) (11,994) +131%
Other expenses (952) (4,624) -79%
Finance costs (2,615) — N/A
Share of profits of joint ventures — 75,016 N/A
Share of profits of an associate — 2 N/A
Profit before tax 131,493 130,736 +1%
Income tax expense (2,769) (5,983) -54%
Profit for the period 128,724 124,753 +3%
Selected Consolidated Statements of Financial Position Data

30 June 31 December

2019 2018
RMB’000 RMB'000
(Unaudited) (Audited)

Current assets 851,896 497,971 +71%
Current liabilities 231,975 502,828 -54%
Net current assets/(liabilities) 619,921 (4,857) -12,863%
Total non-current assets 1,373,883 1,372,367 —
Total equity 1,980,452 1,353,143 +46%
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MANAGEMENT DISCUSSION AND ANALYSIS

Business Review

Overview

We are committed to providing high-quality private education to our students, including formal undergraduate
education, junior college education and high school education. For our formal undergraduate education and junior
college education, we have dedicated our resources to designing comprehensive and diversified curriculums that
encompass a broad range of practical major offerings. We are of the view that these majors and curriculums
are instrumental in equipping our students with readily applicable and practical skills that enable them to have a
competitive advantage in the labor market upon graduation and help them meet the evolving demands of employers.
Our majors and curriculums are market-oriented. We generally create and regularly update major offerings at our
Zhejiang Changzheng Vocational & Technical College (“Changzheng College”) and Zhongyuan University of Technology
College of Information and Business (“College of Information and Business”) by conducting thorough research on
regional economic development and industry needs to identify under-served segments of the labor market. Based on
our research of the current and anticipated market demands, we have established several market-oriented clusters of
majors after careful consideration.

Our business operations are located in Zhejiang province and Henan province. According to the Frost & Sullivan
Report, we are the largest private provider of junior college education and the fourth largest private provider of formal
higher education in Zhejiang province in terms of the total number of student enroliment as of 31 December 2017. In
addition to offering higher education, we provide secondary education to high school students in Zhejiang province.
We control and operate three schools, namely Changzheng College, College of Information and Business and Jingyi
Secondary School.

Changzheng College

Changzheng College is a junior college located in Hangzhou, Zhejiang province, the PRC, which provides formal
junior college education. The school was co-sponsored by Zhejiang Committee of the Revolutionary Committee
of the Chinese Kuomintang (FERIRRESEGMEZEEIMTIZEE) and JH Holdings Group. Changzheng College’s
educational philosophy is “to maintain teaching quality, to improve management system, to distinguish with unique
characteristics, and to empower by talent” (B2, HIE6R, FEER, AF®8K). Its educational goal is to build a
high level private higher institution.

The school has teaching buildings, experimental training buildings, a library, a gymnasium and student dormitories,
among other school facilities. Changzheng College has eight on-campus training bases, including, among others,
training bases for financial accounting, cross-border e-commerce, service administration, applied linguistics, network
information, robot applications and project management, and has approximately 115 on-campus practical training
rooms. The school’'s e-commerce vocational education training base has been supported financially by the PRC central
government, whereas the financial accounting training base has been identified by the provincial government of
Zhejiang as a model training base. Changzheng College currently has nine departments, including humanities, basic
course teaching, construction engineering, ideological and political theory teaching, adult education, management,
economics, computer and information technology and finance and accounting.

The school offers approximately 33 majors across seven key subject categories. These categories are financial
accounting, business and trade, operation and management, applied linguistics, computer information, intelligent
technologies and construction and engineering management. The majors include, among others, accounting,
construction project management, software technology, international economics and trade, human resource
management, and business English. Among the majors Changzheng College offers, international economics and trade
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Management Discussion and Analysis (Continued)

has been designated as a “provincial advantage major” by the Zhejiang Department of Education, whereas several
other majors, including accounting and management of business enterprises, have been recognized by the Zhejiang
Department of Education as “provincial specialty majors.”

College of Information and Business

College of Information and Business is an independent college located in Zhengzhou, Henan province, China, which
provides formal undergraduate education and junior college education. It has been our joint venture school since
November 2007 until July 2018. The school was recognized by the Ministry of Education of the PRC (% A R HHN
Bl & £B) as an independent college in December 2003. College of Information and Business will be transformed,
subject to the regulatory approval from the relevant PRC government authorities, from an independent college to a
wholly-privately owned undergraduate college.

College of Information and Business’ educational philosophy is “to focus on service as the principle and employment
as the guidance, use special characteristics to create brand and hope to develop with quality” (ARG ARE © &t
¥EER AR  UREEZE). College of Information and Business has teaching buildings, administrative
buildings, experimental training buildings, a library, gymnasiums, indoor and outdoor sports facilities and student
dormitories, among other school facilities.

College of Information and Business has six key subject areas, comprising management, economics, engineering,
arts, literature and law. The school has established three majors (mechanical manufacturing and automation, control
theory and control engineering, and business management), which has become provincial level key construction
disciplines, and two provincial level experimental teaching demonstration centers focusing on clothing and textile
design and economic management. Among the available majors College of Information and Business currently offers,
seven were designated as “provincial private higher education branded majors” and four were designated as the
“pilot majors under the provincial comprehensive reform”. College of Information and Business currently has ten
departments, including business, accounting, politics, law and media, foreign languages, mechanical engineering,
electrical engineering, information technology, construction engineering, artistic design and basic principles. It offers
approximately 44 majors in the undergraduate program, including, among others, accounting, mechanical design
and manufacturing and automation, architecture and network engineering. In addition, the school offers 16 majors
under the junior college program, including accounting, engineering cost, multimedia technology, and clothing and
apparel design. Among the majors College of Information and Business offers, accounting, information management
and information system, English, clothing and apparel design have been designated by the Henan Department
of Education as "“provincial advantage majors”, whereas several other majors, including accounting, marketing,
international economics and trade, have been recognized by the Henan Department of Education as “provincial
specialty majors”. In addition to offering in-class courses under each of the majors, College of Information and
Business provides students with practical training courses based on the school’'s education orientation, professional
training objectives and specifications.

Jingyi Secondary School

Jingyi Secondary School is located in Wenzhou, Zhejiang province, the PRC, and mainly focuses on providing non-
compulsory private education for high school students. The school's educational goals are to “teach students to
learn, to be human, to be happy, and to help them get into the ideal college” A B4 EE HEBLEMA HEB4
TRk EEAAE FADIEERAE). Jingyi Secondary School has teaching buildings, a science and technology building,
an administrative building, classrooms and student dormitories. It also has numerous sporting facilities, such as
outdoor track and field, to encourage students to participate in physical activities in order to improve their health. To

6 JH Educational Technology INC. ¢ 2019 Interim Report



Management Discussion and Analysis (Continued)

further stimulate students’ interest in learning and to create a conducive educational environment, Jingyi Secondary
School has numerous multimedia rooms, laboratories and computer rooms, to provide students with visual, audio
and hands-on practical training. The core curriculum is generally designed with reference to the ordinary high school
curricular standards formulated by the Zhejiang education authorities. In accordance with the curriculum requirements
of the Zhejiang Department of Education, Jingyi Secondary School currently offers 13 main courses in Chinese,
mathematics, English (while a small number of students studies Japanese), technology, politics, history, geography,
physics, chemistry, biology, sports, arts and music. Among them, Chinese, mathematics, English, technology, politics,
history, geography, physics, chemistry and biology are 10 subjects that are part of Zhejiang academic proficiency
examinations. Chinese, mathematics and English are required subjects in Gaokao while three of the seven courses in
technology, politics, history, geography, physics, chemistry and biology are selective courses in Gaokao.

Our Teaching Staff

We believe the quality of our teachers is one of the most vital factors affecting our educational quality and future
growth and success. Before hiring each teacher, we usually consider his or her education background and/
or performance in the interview. We prefer to recruit teachers who have the following characteristics: (i) have
sufficient prior teaching experience or teaching track record; (i) are dedicated to teaching and improving students’
academic performance and practical skills; (iii) demonstrate strong command of their subject areas; (iv) can effectively
implement tailored teaching methods; and (v) possess strong communication, language and interpersonal skills.
We also prefer to recruit teachers who have master’'s degree or above, and for certain practical/vocational subjects,
those that hold relevant professional and/or technical qualifications. As of 30 June 2019, approximately 99.0% of our
teachers had a bachelor’s degree or above, and approximately 67.8% had a master’s degree or above.

Tuition Fees and Boarding Fees

We typically charge our students fees comprising tuition fees and boarding fees. The school year for Changzheng
College and College of Information and Business is generally from September of the current year to August of the
following year, whereas the school year for Jingyi Secondary School is usually from August of the current year to July
of the following year. In general, tuition fees and boarding fees for each school year are paid in advance prior to the
start of each school year and we recognize revenue proportionately over the relevant period of the school program.

Student Capacity and Utilization
The following table sets forth information relating to the student capacity and utilization rate by school:

As at 30 June

Student capacity School utilization Rate (%)
School name 2019 2018 2019 2018
Changzheng College 11,472 11,472 91.2 92.5
Jingyi Secondary School 1,144 1,144 81.8 81.5b
College of Information and Business 22,947 22,947 89.5 89.9
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Management Discussion and Analysis (Continued)

Average Tuition Fees and Average Boarding Fees
Average tuition fees and average boarding fees by school for the periods indicated are set out below:

For the six months ended 30 June

Average tuition fees Average boarding fees
2019 2018 2019 2018
School name (RMB) (RMB) (RMB) (RMB)
Changzheng College 7,791 7,454 898 830
Jingyi Secondary School 6,234 5,536 437 457
College of Information and Business 7,006 6,785 530 537

Future Prospects
We intend to solidify our position as a leading private provider of formal higher education in Zhejiang province

focusing on nurturing professional talent. We intend to leverage our operating experience in Henan province to

further expand our school network in the PRC and overseas. To achieve this goal, we plan to pursue the following

business strategies:

1.  Expand our business operations and school network to achieve economies of scale

8

We plan to establish a new campus of College of Information and Business in Kaifeng, Henan province,
that will primarily offer undergraduate courses. The estimated student capacity is approximately 15,000
students.

We also plan to construct new buildings in the main campus of College of Information and Business by
constructing three additional student dormitories and two new teaching buildings with an aggregate gross
floor area of 27,000 sq. m. We expect that the student capacity of College of Information and Business will
increase to approximately 25,000 once these buildings are put into use.

We plan to expand the existing campus of Changzheng College in Hangzhou, Zhejiang province, by
constructing new student dormitories, a student knowledge exchange center and canteens. We expect
that the student capacity of Changzheng College will increase to approximately 13,024 once these
buildings are put into use.

We also plan to establish a new campus of Changzheng College in 2022. On 11 October 2016, we entered
into a framework agreement with Hangzhou East River Industrial Cluster Management Committee (1)1
KIREXERREZSD), an independent third party, pursuant to which the parties agreed to establish
a new campus of Changzheng College with an aggregate expected enrollment of not less than 5,000
students.
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Management Discussion and Analysis (Continued)

2. Acquisitions:

° We prefer to acquire or invest in schools that offer higher education with relatively low utilization rates
and/or have substantial growth potential in the PRC. We prefer to acquire qualified undergraduate colleges
and/or junior colleges whose school sponsors have elected them to be for-profit private schools in central
China, eastern China and southern China.

3. Establish a new school overseas:
° We plan to establish a degree-granting higher education institution in California, the United States
(the “California School”) to offer programs relating to business administration and international business.
We have engaged an agent who has experience in post-secondary education to assist us in establishing the
California School in California and filing applications with the California Bureau for Private Postsecondary
Education regarding the establishment of a higher education institution in California.

4. Enhance our profitability by optimizing our pricing strategies

° The tuition fees and boarding fees we charge are significant factors affecting our profitability. The tuition
fee rates for our schools are generally subject to the approval of the relevant government pricing authorities
in the areas where we operate. Our Changzheng College had the discretion to set the tuition fee rates
applicable to newly enrolled students beginning in the 2016/17 school year based on its operating costs.
Changzheng College shall make appropriate filings with the Pricing Bureau of Zhejiang and the Zhejiang
Department of Education for each tuition fee rate adjustment. We intend to raise tuition fee rates to newly
enrolled students of Changzheng College for the 2019/20 school year. Prior to 2017, College of Information
and Business was required to obtain prior approval from the relevant government pricing authorities in
connection with any adjustment of the tuition fee standards. Since 2017, College of Information and
Business has had the discretion to set the tuition fee rates within the statutory upper limits to newly
enrolled students, subject to the filings to be made with the pricing and educational authorities of Henan
province. Accordingly, College of Information and Business made filings with the pricing and educational
authorities of Henan province and increased the tuition fee rates in the 2017/18 school year, and we intend
to increase our tuition fee rates applicable to newly enrolled students at our College of Information and
Business for the 2019/20 school year.

Financial Review

Overview

Revenue

Our revenue increased by 159% from RMB98.5 million for the six months ended 30 June 2018 to RMB254.8 million
for the six months ended 30 June 2019. The increase was primarily because the financial results of College of
Information and Business, including its revenue of approximately RMB154.8 million, had been consolidated into
that of the Group during the Reporting Period. The financial results of College of Information and Business were not
consolidated for the first half in 2018.

Cost of Sales

Cost of sales increased by 260% from RMB29.8 million for the six months ended 30 June 2018 to RMB107.4 million
for the six months ended 30 June 2019. The increase was primarily because the financial results of College of
Information and Business had been consolidated into that of the Group during the Reporting Period, which included
(i) cost of sales of approximately RMB69.6 million for the first half of the year from College of Information and
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Management Discussion and Analysis (Continued)

Business and (i) amortization of fixed assets and intangible assets arising from the acquisition of College of
Information and Business amounting to approximately RMB5.8 million. The financial results of College of Information
and Business were not consolidated for the first half in 2018.

Gross Profit

Gross profit increased by 115% from RMB68.6 million for the six months ended 30 June 2018 to RMB147.5 million
for the six months ended 30 June 2019. The increase was primarily because the financial results of College of
Information and Business, including its gross profit of approximately RMB85.1 million for the first half of the year, had
been consolidated into that of the Group during the Reporting Period. The financial results of College of Information
and Business were not consolidated for the first half in 2018.

Other Income and Gains

Other income and gains increased by 308% from RMB4.5 million for the six months ended 30 June 2018 to
RMB18.2 million for the six months ended 30 June 2019. The increase was primarily due to (i) that the financial
results of College of Information and Business, including its other income and gains of approximately RMB2.2 million
for the six months ended 30 June 2019, had been consolidated into that of the Group during the Reporting Period;
(i) the increase in government grants of approximately RMB9.83 million; and (iii) an increase in bank interest income
of approximately RMB1.2 million arising from the increase in bank deposits.

Selling Expenses

Selling expenses increased by 278% from RMBO0.8 million for the period ended 30 June 2018 to RMB2.9 million for
the six months ended 30 June 2019, which was due to the financial results of College of Information and Business,
including its selling expenses of approximately RMB1.3 million for the six months ended 30 June 2019, had been
consolidated into that of the Group during the Reporting Period. The financial results of College of Information
and Business were not consolidated for the first half in 2018. In addition, Changzheng College’s selling expenses
increased by approximately RMBO0.74 million, primarily due to the increase in student recruitment publicity expenses.

Administrative Expenses

Administrative expenses increased by 131% from RMB12.0 million for the six months ended 30 June 2018 to
RMB27.7 million for the six months ended 30 June 2019, which was due to (i) the financial results of College of
Information and Business, including its administrative expenses of approximately RMB5.8 million for the period ended
30 June 2019, had been consolidated into that of the Group during the Reporting Period. The financial results of
College of Information and Business were not consolidated for the first half in 2018; and (ii) the increase in listing fees
of approximately RMB11.3 million.

Other Expenses

Other expenses decreased by 79% from RMB4.6 million for the six months ended 30 June 2018 to RMB1.0 million
for the six months ended 30 June 2019. The decrease in other expenses was primarily because there was a surcharge
for overdue income tax payment of approximately RMB4.0 million in the first half of 2018 while there was no such
expense in the first half of 2019.

Financing Costs

Financing costs for the six months ended 30 June 2019 amounted to RMB2.6 million while there were no such costs
for the six months ended 30 June 2018. The increase in financing costs was primarily due to the increase in bank
loans amounting to RMB109 million.
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Management Discussion and Analysis (Continued)

Share of Profits of Joint Ventures

Share of profits of joint ventures was RMB75.0 million for the six months ended 30 June 2018, and there was no
such profit for the six months ended 30 June 2019, primarily because the financial results of College of Information
and Business had been consolidated into that of the Group since 6 July 2018 and there was no such share of profits
of joint ventures following 5 July 2018.

Profit before Tax
As a result of the foregoing, the profit before income tax for the six months ended 30 June 2019 was RMB131.5 million,
while the profit before income tax for the six months ended 30 June 2018 was approximately RMB130.7 million.

Income Tax Expenses

Income tax expenses decreased from RMB6.0 million for the six months ended 30 June 2018 to RMB2.8 million
for the period ended 30 June 2019, primarily due to the distribution of dividends from Changzheng College to JH
Holdings Group in April 2018.

Profit for the Period
As a result of the foregoing, the Group recorded a profit of approximately RMB128.7 million for the six months ended
30 June 2019, while the profit for the period ended 30 June 2018 was approximately RMB124.8 million.

Core Net Profit

The Group's core net profit does not represent its profit for the period after the adjustment of the Group’s operating
performance (as presented in the table below), and is not an International Financial Reporting Standards 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, analysts and investors. The following table reconciles
from profit for the period to core net profit for the two financial periods presented:

For the six months ended 30 June

2019 2018

RMB’000 RMB’'000

(Unaudited) (Unaudited)

Profit for the period 128,724 124,753
Less:

Exchange gain 7 —

Government industry grantsiNo® 8,084 —
Add:

Listing expenses 16,008 4,727

Amortisation of fixed assets and intangible assets arising from the

acquisition of College of Information and Business 5,944 —

Surcharge for overdue tax payment — 4,031

Core net profit 142,585 133,511

Note:  The adjustment represented government industry grants received from Yueging municipal Government to recognise the Group’s economic

achievement and contribution in Yueqing City.
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Management Discussion and Analysis (Continued)

Finance and Liquidity Position

Net Current Assets

As of 30 June 2019, net current assets amounted to approximately RMB619.9 million (31 December 2018: net
current liabilities of approximately RMB4.9 million). The increase in net current assets was due to (i) an increase in
time deposits and bank deposits of approximately RMB385.5 million, primarily attributable to the proceeds from the
Group's listing on 18 June 2019 (the “Listing Date"”); and (i) a decrease in contractual liabilities of approximately
RMB241.8 million, primarily because most of prepaid tuitions and accommodation fees had been recognized as
income.

Indebtedness

We primarily borrow loans from banks to supplement our working capital. As of 30 June 2019, bank loans of
approximately RMB109 million bore effective interest rates ranging from 4.6% to 7.2%. Such bank loans were
primarily used to pay the remaining consideration of approximately RMB120.0 million in connection with the
transformation of College of Information and Business. The Board confirmed that there were no material covenants
relating to any outstanding debts and there was no breach of any covenants. The Board further confirmed that the
Group did not experience any difficulties in obtaining bank loans, default on outstanding bank loan repayments or
breach of covenants for the Reporting Period.

Contingent Liabilities and Guarantees
Save as disclosed above, as of 30 June 2019, the Group did not have any unrecorded significant contingent liabilities,
guarantees or any material litigation against the Group.

Foreign Exchange Exposure

Most of the Group’s gains and losses are denominated in RMB. As of 30 June 2019, several bank balances were
denominated in US Dollars or Hong Kong Dollars (“HK$"). The Group currently does not have any foreign exchange
hedging policy. The management will continue to monitor the Group’s foreign exchange risk and consider adopting
discreet measures as and when appropriate.

Charge on Group Assets
As at 30 June 2019, the Group did not have any charges on its assets.

Gearing Ratio

Gearing ratio was 5.5% (31 December 2018: 6.6%) as of 30 June 2019 as we had RMB109 million of interest-bearing
bank loans as of the same date (31 December 2018: RMB89 million). Gearing ratio decreased mainly due to the
increase in total equity during the Reporting Period.

(Note:  Gearing ratio equals total debt divided by total equity as of the end of the period. Total debt includes all interest-bearing bank loans and other

borrowings.)
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Management Discussion and Analysis (Continued)

Employee and Remuneration Policy

As of 30 June 2019, we had 1,569 employees. The total employee benefit expense (excluding directors’ remuneration)
for the six months ended 30 June 2019 amounted to approximately RMB56.4 million. Remuneration of the Group's
employees is determined based on their performance and experience as well as prevailing industry practices,
and all remuneration policies and packages are regularly reviewed. 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 insurance, maternity insurance, work-related injury insurance and
unemployment insurance. We believe we maintained a good working relationship with our employees and did not
experience any material labor disputes. Directors and the senior management can also buy options pursuant to the
share option scheme adopted by the Company on 30 May 2019. The purpose of the scheme is to give the eligible
persons an opportunity to have a personal stake in our Company and help motivate them to optimize their future
contributions to our 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 our Group. In addition, our Group offers comprehensive
training to existing and new employees and/or funds employees to participate in various occupational training courses.

Regulatory Update

Draft Foreign Investment Law

The Ministry of Commerce of the PRC (“MOFCOM") published the Draft Foreign Investment Law in January 2015
aiming to, upon its enactment, replace the major existing laws and regulations governing foreign investment in China.
While MOFCOM solicited comments on the draft law in early 2015, substantial uncertainties exist with respect to its
enactment timetable, interpretation and implementation. The Draft Foreign Investment Law, if enacted as proposed,
may materially impact the entire legal framework regulating foreign investments in China. Among other things, the
Draft Foreign Investment Law purports to introduce the principle of “actual control” in determining whether a company
is considered a foreign invested enterprise, or a foreign invested entity (“FIE”). The Draft Foreign Investment Law
specifically provides that entities established in China but “controlled” by foreign investors will be treated as FIEs,
whereas an entity organized in a foreign jurisdiction, but confirmed by the authority in charge of foreign investment as
“controlled” by PRC entities and/or citizens, would nonetheless be treated as a PRC domestic entity for investment
in the “restricted category” on the “negative list” to be issued subject to the examination of the relevant authority
in charge of foreign investment. The “variable interest entity” structure, or VIE structure, has been adopted by our
Company in the form of the structured contracts, to establish control of JH Holdings Group and its subsidiaries,
Changzheng College, College of Information and Business and Jingyi Secondary School by the WFOEs, through which
we operate our education business in the PRC. Under the Draft Foreign Investment Law, variable interest entities that
are controlled via contractual arrangements would also be deemed FIEs, if they are ultimately “controlled” by foreign
investors. For companies with a VIE structure in an industry category that is in the “restricted category” on the “negative
list,” it is possible that the existing VIE structure may be deemed legitimate only if the ultimate controlling person(s)
is/fare of PRC nationality (either PRC State-owned enterprises or agencies, or PRC citizens). Conversely, if the actual
controlling person(s) is/are of foreign nationalities, then the variable interest entities will be treated as FIEs and any
operation in the industry category on the “negative list” without market entry clearance may be considered as illegal.
Pursuant to the Draft Foreign Investment Law, as far as the new VIE structures are concerned, if a domestic enterprise
under the VIE structure is controlled by Chinese nationals, such domestic enterprise may be treated as a Chinese
investor and therefore the VIE structure may be regarded as legal. However, if the domestic enterprise is controlled
by foreign investors, such domestic enterprise may be treated as a foreign investor or foreign invested enterprise, and
therefore the operation of such domestic enterprise through VIE structures may be regarded as illegal if the domestic
enterprise operates in a sector which is on the negative list and the domestic enterprise does not apply for and obtain
the necessary permission.
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Management Discussion and Analysis (Continued)

Regulations on Foreign Investment

The establishment procedures, examination and approval procedures, registered capital requirement, foreign
exchange restriction, accounting practices, taxation and labor matters of a wholly foreign-owned enterprise are
governed by the Wholly Foreign-owned Enterprise Law of the PRC ( {FhZE A RHEMEIINE R EIL) , the “Wholly
Foreign-owned Enterprise Law"), which was promulgated on 12 April 1986 and amended on 31 October 2000. The
implementation regulations under the Wholly Foreign-owned Enterprise Law ( {fFEE A REMBEIINE DR EFEAA) )
was promulgated on 12 December 1990 and newly amended on 19 February 2014, which took effect as from
1 March 2014.

The Wholly Foreign-owned Enterprise Law has been further revised by the Standing Committee of the National
People's Congress (EBEIARKEAEHEHKELZESE, “the NPC Standing Committee”) on 3 September 2016 and has
become effective on 1 October 2016. Pursuant to the amendments, for a wholly foreign-owned enterprise which
the special entry management measures does not apply to, its establishment, operation duration and extension,
separation, merger or other major changes shall be reported for record. The special entry management measures
stipulated by the State shall be promulgated or approved to be promulgated by the State Council. Pursuant to a
notice issued by the NDRC and MOFCOM on 8 October 2016, the special entry management measures shall be
implemented with reference to the relevant regulations as stipulated in the Foreign Investment Catalog in relation
to the restricted foreign-invested industries, prohibited foreign-invested industries and encouraged foreign-invested
industries which have requirements as to shareholding and qualifications of senior management.

The FIL was formally adopted by the 2nd session of the thirteenth National People’s Congress on 15 March 2019,
and will become effective on 1 January 2020. The FIL is formulated to further expand opening-up, vigorously promote
foreign investment and protect the legitimate rights and interests of foreign investors. According to the FIL, foreign
investments are entitled to pre-entry national treatment and are subject to negative list management system. The
pre-entry national treatment means that the treatment given to foreign investors and their investments at the stage of
investment access is not lower than that of domestic investors and their investments. The negative list management
system means that the State implements special administrative measures for access of foreign investment in specific
fields. Foreign investors shall not invest in any forbidden fields stipulated in the negative list and shall meet the
conditions stipulated in the negative list before investing in any restricted fields.

Foreign investors’ investment, earnings and other legitimate rights and interests within the territory of China shall
be protected in accordance with the law, and all national policies on supporting the development of enterprises shall
equally apply to foreign-invested enterprises. The State guarantees that foreign-invested enterprises participate in
the formulation of standards in an equal manner. The State guarantees that foreign-invested enterprises participate
in government procurement activities through fair competition in accordance with the law. The State shall not
expropriate any foreign investment except under special circumstances. In special circumstances, the State may
levy or expropriate the investment of foreign investors in accordance with the law for the needs of the public
interest. The expropriation and requisition shall be conducted in accordance with legal procedures and timely and
reasonable compensation shall be given. In carrying out business activities, foreign-invested enterprises shall comply
with relevant provisions on labor protection, social insurance, tax, accounting, foreign exchange and other matters
stipulated in laws and regulations.

From 1 January 2020, the Sino-foreign Equity Joint Venture Enterprise Law, the Sino-foreign Cooperative Joint
Venture Enterprise Law and the Wholly Foreign-owned Enterprise Law shall be abolished. The organization form,
organization and activities of foreign-invested enterprises shall be governed by the Company Law of the People’s
Republic of China and the Partnership Enterprise Law of the People’'s Republic of China. Foreign-invested enterprises
established before the implementation of this Law may retain the original business organization and so on within five
years after the implementation of this Law.
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Management Discussion and Analysis (Continued)

Pursuant to the Interim Administrative Measures for the Record-filing of the Establishment and Modification of

2016, amended on 30 July 2017, with effect from the same date and amended on 29 June 2018, with effect from
30 June 2018, establishment and modifications of foreign-invested enterprises not subject to the approval under the
special entry management measures shall be filed with the delegated commercial authorities.

Structured Contracts

We currently conduct our private higher education and high school education businesses through our PRC operating
schools in the PRC 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 and high school
education institutions to Sino-foreign cooperation ownership, in addition to imposing qualification requirements on the
foreign owners. We do not hold any equity interest in our PRC operating schools. The structured contracts, through
which we obtain control over and derive the economic benefits from our PRC operating schools, have been narrowly
tailored to achieve our business purpose and minimize the potential conflict with relevant PRC laws and regulations.
We entered into the structured contracts for the existing PRC operating schools and expect to enter into structured
contracts for the schools to be newly established or invested in, the terms and conditions of which shall be the same
as the existing structured contracts in all material aspects. We did not encounter any interference or encumbrance
from any governing bodies in our plan to adopt the structured contracts so that the financial results of the operation
of JH Holdings Group and its subsidiaries, Changzheng College, College of Information and Business and Jingyi
Secondary School can be consolidated into those of our Group, details of which are described in the section headed
“Structured Contracts” in the Prospectus.

Plan to Comply with the Qualification Requirements

We have adopted a specific plan and begun to take the following concrete steps which we reasonably believe are
meaningful endeavors to demonstrate compliance with the qualification requirements. As advised by our PRC legal
advisers, there are only general principles that a school sponsor which applies for establishing a Sino-foreign joint
venture school shall have relevant qualifications and be able to provide high quality education services. As (i) there
are only general principles and no implementation measures or specific guidance promulgated for the qualification
requirements, and (i) the California School is to be established as a higher education institution in accordance
with local regulations of the State of California, the U.S., and will provide higher education academic certificates
recognized by the local government, our PRC legal advisers are of the view that based on their understanding of the
general provisions of the existing PRC laws, we have taken reasonable and appropriate steps towards fulfilling the
qualification requirements. We will provide periodic updates regarding the qualification requirements and the latest
development of the Draft Foreign Investment Law and its accompanying explanatory notes, as well as our efforts and
action undertaken in relation to the qualification requirements.

Significant Investments, Material Acquisition and Disposal
Save as disclosed in this interim report, the Group did not have any other plans regarding material investment and
asset acquisition or disposal.

Events After the Reporting Period

Save as the declaration and payment of interim dividend and special interim dividend disclosed in this interim report,
there is no material events subsequent to 30 June 2019 which would materially affect the Group’s operating and
financial performance as of the date of this interim report.
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CORPORATE GOVERNANCE AND OTHER
INFORMATION

Compliance with the Code or Corporate Governance Practices

The Group is committed to maintaining high standards of corporate governance to safeguard the interests of
shareholders and strengthen corporate value and accountability. The Company has adopted Appendix 14 Corporate
Governance Code and Corporate Governance Report (the “Corporate Governance Code”) of Rules Governing the
Listing of Securities on The Stock Exchange of Hong Kong Limited (the “Stock Exchange”) (the “Listing Rules”).

The Company devotes to the best practices on corporate governance, and has complied with the code provisions of
the Corporate Governance Code during the period from the Listing Date to 30 June 2019, except for the following
deviation.

Pursuant to code provision A.2.1 of the Code, the roles of chairman of the Board (the “Chairman”) and chief executive
officer (the “"CEQO") should be separated and should not be performed by the same individual. The division of
responsibilities between the Chairman and the CEO should be clearly established and set out in writing.

Mr. Chen Yuguo is the Chairman and the CEO of the Company. As Mr. Chen Yuguo has been managing the Group's
business and overall strategic planning since its establishment, the Directors consider that the vesting of the roles
of Chairman and CEO in Mr. Chen Yuguo is beneficial to the business prospects and management of the Group
by ensuring consistent leadership within the Group, aligning the directions and approaches on the board level and
execution level and enabling more effective and efficient overall strategic planning for the Group. The Board considers
that the balance of power and authority for the present arrangement will not be impaired and this structure will
enable the Company to make and implement decisions promptly and effectively. Accordingly, the Company had not
segregated the roles of its Chairman and CEO.

Model Code for Securities Transactions

The Company has adopted Appendix 10 Model Code for Securities Transactions by Directors of Listed Issuers (the
“Model Code”) contained in the Listing Rules as a code of conduct regarding securities transactions by directors of
the Company (the “Directors”). After making specific enquiries with all Directors, all Directors confirmed that they
complied with the standards set out in the Model Code during the period from the Listing Date to 30 June 2019.

Audit Committee

The Board has established an audit committee (the “Audit Committee”), which consists of three independent non-
executive Directors, namely Mr. Fung Nam Shan (Chairman), Mr. Chen Danhua and Mr. Wang Yuging. The primary
responsibility of the Audit Committee is to review and supervise the financial reporting process and internal control of
the Company.

The Audit Committee, together with the management, has reviewed the unaudited interim results of the Group for
the six months ended 30 June 2019 and this interim report.

Interim Dividend and Special Interim Dividend

At the meeting of the Board held on 28 August 2019, the Board recommended the payment of an interim dividend
of HK$0.021 per ordinary share and the payment of a special interim dividend of HK$0.054 per ordinary share for
the six months ended 30 June 2019 (six months ended 30 June 2018: nil) out of the share premium account of the
Company to shareholders whose names are on the register of members of the Company on Thursday, 10 October
2019. The above interim dividend and special interim dividend will be subject to the approval of the Company’s
shareholders in an extraordinary general meeting to be held on Thursday, 26 September 2019 (the "EGM") and are
expected to be distributed to shareholders on Monday, 21 October 2019.
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Corporate Governance and Other Information (Continued)

Closure of Register of Members

The register of members of the Company will be closed from Monday, 23 September 2019 to Thursday, 26 September
2019 (both days inclusive), for the purpose of determining the entitlement to attend and vote at the EGM scheduled
to be held on Thursday, 26 September 2019. The record date will be Thursday, 26 September 2019. In order to
be eligible to attend and vote at the EGM, all transfer forms accompanied by the relevant share certificates must
be lodged with the Company’s branch share registrar in Hong Kong, Computershare Hong Kong Investor Services
Limited, at Shops 1712-1716, 17th Floor, Hopewell Centre, 183 Queen’s Road East, Wanchai, Hong Kong, not later
than 4:30 p.m. on Friday, 20 September 2019.

In order to determine the entitlement of shareholders to the interim dividend and special interim dividend, the register
of members of the Company will be closed from Tuesday, 8 October 2019, to Thursday, 10 October 2019 (both days
inclusive), during which no transfer of shares will be registered. All transfer documents together with the relevant
share certificates must be lodged with the Company's share registrar in Hong Kong, Computershare Hong Kong
Investor Services Limited, at Shops 1712-1716, 17th Floor, Hopewell Centre, 183 Queen’'s Road East, Wanchai,
Hong Kong for registration not later than 4:30 pm on Friday, 4 October 2019.

Use of Proceeds from the Listing

The shares of the Company were listed on the Stock Exchange on 18 June 2019, and the over-allotment option
was partially exercised on 11 July 2019. The net proceeds from the initial public offering were approximately
HK$525.9 million after deducting the underwriting commission and other offering expenses from the listing. As stated
in the Company’s prospectus, the proposed use of the net proceeds from the initial public offering is set out below:

(i) approximately 50.0%, or HK$263.0 million, is expected to be used primarily to acquire other schools to expand
our school network. In particular, we prefer to acquire qualified undergraduate colleges and/or junior colleges,
including private universities and independent colleges whose school sponsors have elected to be or intend to
elect them to be for-profit private schools in central China, eastern China, and southern China;

(i) approximately 40.0%, or HK$210.3 million, is expected to be used primarily to expand our business, including
establishing a new campus of College of Information and Business, and a new campus of Changzheng College;
and

(iii)  approximately 10.0%, or HK$52.6 million, is expected to be used to fund our working capital and general
corporate purposes.

Details of the use of net proceeds from the Global Offering are set out in “Future Plans and Use of Proceeds” of the
Prospectus.

For the six months ended 30 June 2019, the Group did not utilize any net proceeds from the Listing.

To the extent that the net proceeds from the Global Offering are not immediately applied to the above purposes, we
have deposited the proceeds into interest-bearing bank accounts with licensed commercial banks and/or authorized
financial institutions in Hong Kong.

Purchase, Sale or Redemption of the Company’s Listed Securities
Neither the Company nor any of its subsidiaries purchased, sold or redeemed any listed securities of the Company
during the period from the Listing Date of the Company to 30 June 2019.
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Corporate Governance and Other Information (Continued)

Changes in Directors’ or Chief Executives’ Information
The Directors and the CEO confirm that no information is required to be disclosed pursuant to Rule 13.51B(1) of the
Listing Rules.

Interests and Short Positions of Directors and Chief Executives in the Shares,
Underlying Shares and Debentures
As of 30 June 2019, the interests and short positions of Directors and the chief executive of the Company in the

shares, underlying shares and debentures of the Company and its associated corporations, within the meaning of

Part XV of the Securities and Futures Ordinance (the “SFO"), 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 and short positions which

they have taken or are deemed to have taken under such provisions of the SFO); or which were required, pursuant to

section 352 of the SFO, to be recorded in the register referred to therein; or which were required to be notified to the

Company and the Stock Exchange pursuant to the Model Code were as follows:

Approximate
percentage of
Number of  shareholding Long position/

Name Capacity/Nature of interest shares (%) Short position
Mr. Chen Yuguo' Interest in a controlled corporation 378,000,000 23.625 Long position
Mr. Chen Shu? Interest in a controlled corporation 216,000,000 13.50 Long position
Mr. Chen Lingfeng?® Interest in a controlled corporation 216,000,000 13.50 Long position
Mr. Chen Yuchun* Interest in a controlled corporation 120,000,000 7.50 Long position
Ms. Zhang Xuli® Interest in a controlled corporation 120,000,000 7.50 Long position
Mr. Chen Nansun® Interest in a controlled corporation 60,000,000 3.75 Long position
Notes:

18

Mr. Chen Yuguo holds the entire issued share capital of Guo's Investment Holdings Limited and is therefore deemed to be interested in the
378,000,000 shares held by Guo’s Investment Holdings Limited under the SFO.

Mr. Chen Shu holds the entire issued share capital of Shu’s Investment Holdings Limited and is therefore deemed to be interested in the
216,000,000 shares held by Shu's Investment Holdings Limited under the SFO.

Mr. Chen Lingfeng holds the entire issued share capital of Feng’s Investment Holdings Limited and is therefore deemed to be interested in the
216,000,000 shares held by Feng's Investment Holdings Limited under the SFO.

Mr. Chen Yuchun holds the entire issued share capital of Chun’s Investment Holdings Limited and is therefore deemed to be interested in the
120,000,000 shares held by Chun's Investment Holdings Limited under the SFO.

Ms. Zhang Xuli holds the entire issued share capital of ZXL Investment Holdings Limited and is therefore deemed to be interested in the
120,000,000 shares held by ZXL Investment Holdings Limited under the SFO.

Mr. Chen Nansun holds the entire issued share capital of CNS Investment Holdings Limited and is therefore deemed to be interested in the
60,000,000 shares held by CNS Investment Holdings Limited under the SFO.
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Corporate Governance and Other Information (Continued)

Interests of Directors and Chief Executives in the Company’s Associated

Corporations
Approximate
Registered percentage of
Name of associated Capacity/ Capital shareholding
Name corporation Nature of interest (RMB) (%)
Mr. Chen Yuguo JH Holdings Group Beneficial owner 15,750,000 31.50
Mr. Chen Shu JH Holdings Group Beneficial owner 9,000,000 18.00
Mr. Chen Lingfeng JH Holdings Group Beneficial owner 9,000,000 18.00
Mr. Chen Yuchun JH Holdings Group Beneficial owner 5,000,000 10.00
Ms. Zhang Xuli JH Holdings Group Beneficial owner 5,000,000 10.00
Mr. Chen Nansun JH Holdings Group Beneficial owner 2,500,000 5.00
Approximate
Registered percentage of
Name of associated Capacity/ capital shareholding
Name corporation Nature of interest (RMB) (%)
Mr. Chen Yuguo Jingyi Secondary School Beneficial owner 450,000 45.00
Mr. Chen Yuchun Jingyi Secondary School Beneficial owner 150,000 15.00

Save as disclosed above, as of 30 June 2019, no Directors or chief executives of the Company had an interest or

short position in the shares, underlying shares or debentures of the Company or its associated corporations, within

the meaning of Part XV of the SFO, which were required to be notified to the Company and the Stock Exchange; or

an interest or short position which were required, pursuant to section 352 of the SFO, to be recorded in the register

referred to therein, or be notified to the Company and the Stock Exchange pursuant to the Model Code.
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Corporate Governance and Other Information (Continued)

Interests and Short Positions of Substantial Shareholders in the Shares and
Underlying Shares

As of 30 June 2019, to the knowledge of the Directors of the Company, the following persons, other than Directors
and chief executives of the Company, had interests or short positions in the shares or underlying shares of the
Company which were required to be disclosed to the Company under the provisions of Divisions 2 and 3 of Part XV
of the SFO, or which were required, pursuant to section 336 of the SFO, to be recorded in the register referred
to therein:

Long positions in the Company
Approximate
percentage of

Capacity/ Number of shareholding Long position/
Name Nature of interest shares (%) Short position
Guo's Investment Holdings Limited’ Beneficial owner 378,000,000 23.625 Long position
Ms. Zhao Xiaoyan? Spouse interest 378,000,000 23.625 Long position
Shu’s Investment Holdings Limited?® Beneficial owner 216,000,000 13.560 Long position
Ms. Lin Yunru* Spouse interest 216,000,000 13.50 Long position
Feng's Investment Holdings Limited® Beneficial owner 216,000,000 13.50 Long position
Chun’s Investment Holdings Limited® Beneficial owner 120,000,000 7.50 Long position
Ms. Zheng Suilan’ Spouse interest 120,000,000 7.50 Long position
ZXL Investment Holdings Limited® Beneficial owner 120,000,000 7.50 Long position
Mr. Chen Yutian® Spouse interest 120,000,000 7.50 Long position
Cao’'s Investment Holdings Limited™ Beneficial owner 90,000,000 5.625 Long position
Mr. Chen Yucao'™ Interest in a controlled 90,000,000 5.625 Long position

corporation

Ms. Nan Luoqiu" Spouse interest 90,000,000 5.625 Long position
Notes:
1. Mr. Chen Yuguo is the sole shareholder of Guo's Investment Holdings Limited and is therefore deemed to be interested in the shares held by

Guo’s Investment Holdings Limited upon the Listing.

2. Ms. Zhao Xiaoyan is the wife of Mr. Chen Yuguo, and Ms. Zhao is therefore deemed to be interested in the shares held by Mr. Chen Yuguo
upon the Listing.

3. Mr. Chen Shu is the sole shareholder of Shu’s Investment Holdings Limited and is therefore deemed to be interested in the shares held by
Shu’s Investment Holdings Limited upon the Listing.

4. Ms. Lin Yunru is the wife of Mr. Chen Shu, and Ms. Lin Yunru is therefore deemed to be interested in the shares held by Mr. Chen Shu upon the
Listing.
5. Mr. Chen Lingfeng is the sole shareholder of Feng’s Investment Holdings Limited and is therefore deemed to be interested in the shares held by

Feng's Investment Holdings Limited upon the Listing.
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Corporate Governance and Other Information (Continued)

6. Mr. Chen Yuchun is the sole shareholder of Chun's Investment Holdings Limited and is therefore deemed to be interested in the shares held by
Chun’s Investment Holdings Limited upon the Listing.

7. Ms. Zheng Suilan is the wife of Mr. Chen Yuchun and is therefore deemed to be interested in the shares held by Mr. Chen Yuchun upon the Listing.

8. Ms. Zhang Xuli is the sole shareholder of ZXL Investment Holdings Limited and is therefore deemed to be interested in the shares held by ZXL

Investment Holdings Limited upon the Listing.

9. Mr. Chen Yutian is the husband of Ms. Zhang Xuli and is therefore deemed to be interested in the shares held by Ms. Zhang Xuli upon the Listing.

10. Mr. Chen Yucao is the sole shareholder of Cao’s Investment Holdings Limited and is therefore deemed to be interested in the shares held by
Cao’s Investment Holdings Limited upon the Listing.

11. Ms. Nan Luogiu is the wife of Mr. Chen Yucao and is therefore deemed to be interested in the shares held by Mr. Chen Yucao upon the Listing.

Long positions in Jingyi Secondary School
Approximate
percentage of

shareholding
of Jingyi
Amount of Secondary
Capacity/ capital School Long position/
Name Nature of interest (RMB) (%) Short position
Mr. Chen Yucao Beneficial owner 250,000 25.00 Long position
Mr. Chen Yutian Beneficial owner 150,000 15.00 Long position
Long positions in Changzheng College
Approximate
percentage of
shareholding
of Changzheng
Capacity/ College Long position/
Name Nature of interest (%) Short position
Hangzhou Changzheng Vocational School Beneficial owner 46.38 Long position
(UM RAE S AR
Zhejiang Provincial Committee of the Chinese Interest in a controlled 46.38 Long position
Kuomintang Revolutionary Committee corporation
(TRHEREEGZEGMNIEEZET)
Note:
1. The school sponsor’s interest in Hangzhou Changzheng Vocational School was 100% owned by Zhenjiang Provincial Committee of the Chinese

Kuomintang Revolutionary Committee.
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Long positions in College of Information and Business
Approximate
percentage of
shareholding
of College of

Information
Capacity/ and Business Long position/
Name Nature of interest (%) Short position
Zhongyuan University of Technology Beneficial owner 35.00 Long position

(R R T ER)

Save as disclosed above, as of 30 June 2019, to the knowledge of the Directors, no other persons (not being Directors
or chief executives of the Company) had shares or short positions in the shares or underlying shares of the Company
which were required to be disclosed to the Company under the provisions of Divisions 2 and 3 of Part XV of the SFO,
or which were required, pursuant to section 336 of the SFO, to be recorded in the register referred to therein.

Directors’ Right to Acquire Shares or Debentures

Save as disclosed in this interim report, at no time during the reporting period was the Company or any of its
subsidiaries a party to any arrangement that would enable the Directors to acquire benefits by means of acquisition
of Shares in, or debentures of, the Company or any other body corporate, and none of the Directors or any of their
respective spouses or children under the age of 18 were granted any right to subscribe for the share capital or debt
securities of the Company or any other body corporate or had exercised any such right.

Share Option Scheme

A Share Option Scheme was conditionally approved by a resolution of the shareholders of our Company passed on
30 May 2019 and adopted by a resolution of the board of directors on 30 May 2019 (the “Adoption Date”). The terms
of the Share Option Scheme are in compliance with the provisions of Chapter 17 of the Listing Rules. Details of the
Share Option Scheme are set out in “Appendix V — Statutory and General Information” of the Prospectus. As of
30 June 2019, the Company did not grant any options to subscribe for new Shares.

Sufficiency of Public Float

Based on the information that is publicly available to the Company and to the knowledge of the Directors, the
Company has maintained the prescribed public float under the Listing Rules from the Listing Date and up to the date
of this interim report.

By order of the Board
Chen Yuguo

Chairman, Chief Executive Officer and Executive Director

Hong Kong, 28 August 2019
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UNAUDITED INTERIM CONDENSED CONSOLIDATED STATEMENT
OF PROFIT OR LOSS AND OTHER COMPREHENSIVE INCOME

For the six months ended 30 June 2019

Six months ended 30 June

Notes 2019 2018
RMB’000 RMB’000
(Unaudited) (Unaudited)
REVENUE 254,829 98,454
Cost of sales (107,353) (29,822)
Gross profit 147,476 68,632
Other income and gains 4 18,179 4,459
Selling and distribution expenses (2,857) (755)
Administrative expenses (27,738) (11,994)
Other expenses (952) (4,624)
Finance costs (2,615) —
Share of profits of:
Joint ventures — 75,016
An associate — 2
PROFIT BEFORE TAX 5 131,493 130,736
Income tax expense 6 (2,769) (5,983)
PROFIT FOR THE PERIOD 128,724 124,753
Attributable to:
Owners of the parent 98,570 57,271
Non-controlling interests 30,154 67,482
128,724 124,753
EARNINGS PER SHARE
ATTRIBUTABLE TO ORDINARY
EQUITY HOLDERS OF THE PARENT
Basic and diluted
— For profit for the period 8 RMBO0.0802 RMBO0.0477
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Unaudited Interim Condensed Consolidated Statement of Profit or Loss and Other

Comprehensive Income (Continued)
For the six months ended 30 June 2019

Six months ended 30 June

2019 2018
RMB’000 RMB'000
(Unaudited) (Unaudited)
PROFIT FOR THE PERIOD 128,724 124,753
OTHER COMPREHENSIVE INCOME
Other comprehensive income that may be reclassified
to profit or loss in subsequent periods:
Exchange differences on translation of financial statement (258) 1
Net other comprehensive income that may be reclassified
to profit or loss in subsequent periods (258) 1
OTHER COMPREHENSIVE INCOME
FOR THE PERIOD, NET OF TAX (258) 1
TOTAL COMPREHENSIVE INCOME FOR THE PERIOD 128,466 124,754
Attributable to:
Owners of the parent 98,312 57,272
Non-controlling interests 30,154 67,482
128,466 124,754
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UNAUDITED INTERIM CONDENSED CONSOLIDATED
STATEMENT OF FINANCIAL POSITION

30 June 2019

As at As at
30 June 31 December
Notes 2019 2018
RMB’000 RMB’'000
(Unaudited) (Audited)
NON-CURRENT ASSETS
Property, plant and equipment 9 934,335 936,818
Right-of-use assets 2.2 304,092 —
Prepaid land lease payments 2.2 — 299,130
Goodwill 110,995 110,995
Other intangible assets 13,393 16,871
Prepayments for purchases of property, plant and equipment 11,068 8,663
Total non-current assets 1,373,883 1,372,367
CURRENT ASSETS
Trade receivables 10 423 1,624
Tax recoverable 2,462 4,279
Prepayments, deposits and other receivables 5,721 30,402
Amounts due from shareholders 16(a) — 3,884
Other current assets 542 574
Time deposits 497,871 284,336
Cash and cash equivalents 344,877 172,872
Total current assets 851,896 497,971
CURRENT LIABILITIES
Other payables and accruals 11 102,146 109,333
Interest-bearing bank loans 12 109,000 89,000
Lease liabilities 2.2 542 —
Contract liabilities 4 17,409 259,203
Deferred income 1,852 1,653
Amount due to a shareholder 16(a) — 516
Dividends payable — 42,732
Tax payable 1,026 391
Total current liabilities 231,975 502,828
NET CURRENT ASSETS/(LIABILITIES) 619,921 (4,857)
TOTAL ASSETS LESS CURRENT LIABILITIES 1,993,804 1,367,510
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Unaudited Interim Condensed Consolidated Statement of Financial Position (Continued)
30 June 2019

As at As at
30 June 31 December
Notes 2019 2018
RMB’000 RMB'000
(Unaudited) (Audited)
NON-CURRENT LIABILITIES
Deferred income 12,780 14,336
Lease liabilities 2.2 469 —
Other liabilities 103 31
Total non-current liabilities 13,352 14,367
Net assets 1,980,452 1,353,143
EQUITY
Equity attributable to owners of the parent
Share capital 13 110,307 68
Reserves 1,552,314 1,065,398
1,662,621 1,065,466
Non-controlling interests 317,831 287,677
Total equity 1,980,452 1,363,143
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UNAUDITED INTERIM CONDENSED CONSOLIDATED
STATEMENT OF CHANGES IN EQUITY

Attributable to owners of the parent

For the six months ended 30 June 2019

Statutory Exchange Non-
Share Capital surplus Other fluctuation  Retained controlling Total
capital reserve reserve reserve reserve profits Total interests equity
RMB'000 RMB’000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000  RMB'000
(note 13)
At 1 January 2019 (audited) 68 51,000 171,285 70,536 - 772,577 1,065,466 287,677 1,353,143
Profit for the period - - - - - 98,570 98,570 30,154 128,724
Other comprehensive income
for the period:
Exchange differences
on translation of
foreign operations - - - - (258) - (258) - (258)
Total comprehensive income
for the period - - - - (258) 98,570 98,312 30,154 128,466
Capitalisation issue of shares 82,662 (82,662) - - - - - - -
Issue of shares for the Initial
Public Offering (“IPO") 27,577 500,411 - - - - 527,988 - 527,988
Share issue expenses - (29,145) - - - - (29,145) - (29,145)
At 30 June 2019 (unaudited) 110,307 439,604*  171,285* 70,536* (258)*  871,147* 1,662,621 317,831 1,980,452
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Unaudited Interim Condensed Consolidated Statement of Changes in Equity (Continued)
For the six months ended 30 June 2019

Attributable to owners of the parent

Statutory Exchange Non-
Share Capital surplus Other fluctuation ~ Retained controlling Total
Note capital reserve reserve reserve reserve profits Total interests equity
RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000  RMB'000
(note 13)
At 1 January 2018 (audited) 68 51,000 125570  (305,903) (3) 715346 586,078 601,388 1,187,466
Profit for the period — — — — — 57,271 57,271 67,482 124,753
Other comprehensive income for
the period:
Exchange differences on
translation of foreign operations — — — — 1 — 1 — 1
Total comprehensive income for
the period — — — — 1 57,271 57,272 67,482 124,754
Dividend paid to the
non-controlling shareholders
of subsidiaries 7 — — — — — — — (23,182)  (23,182)
Acquisition of non-controlling
interests — — = (46) = = (46) (7,954) (8,000)
At 30 June 2018 (unaudited) 68 51,000 125570  (305,949) (2) 772,617 643,304 637,734 1,281,038

* These reserve accounts comprise the consolidated reserves of RMB1,552,314,000 in the unaudited interim condensed consolidated statements

of financial position as at 30 June 2019.
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UNAUDITED INTERIM CONDENSED CONSOLIDATED
STATEMENT OF CASH FLOWS

For the six months ended 30 June 2019

Six months ended 30 June

Notes 2019 2018
RMB’000 RMB'000
(Unaudited) (Unaudited)

CASH FLOWS FROM OPERATING ACTIVITIES

Profit before tax 131,493 130,736
Adjustments for:

Finance costs 2,615 —
Share of profits of joint ventures - (75,016)
Share of profits of an associate — (2)
Bank interest income 4 (3,266) (1,977)
Loss on disposal of a joint venture ® - 389
Loss on disposal of an associate ® — 1
Government grants released 5 (12,097) (1,569)
Depreciation of property, plant and equipment ® 21,263 6,497
Depreciation of right-of-use assets ® 4,232 —
Amortisation of prepaid land lease payments 5) - 1,665
Amortisation of other intangible assets ® 3,560 55)
Impairment of trade receivables ® 688 50
148,488 60,829
Decrease in other current assets 32 48
Decrease/(Increase) in trade receivables 513 (72)
Decrease/(increase) in prepayments, deposits and other receivables 18,580 (3,281)
(Decrease)/increase in other payables and accruals (5,790) 2,460
Decrease in contract liabilities (241,794) (84,771)
Increase in government grants 10,740 1,848
Cash used in operations (69,231) (22,939)
Interest received 3,266 1,977
Income tax paid (308) —
Net cash flows used in operating activities (66,273) (20,962)
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Unaudited Interim Condensed Consolidated Statement of Cash Flows (Continued)

For the six months ended 30 June 2019

Six months ended 30 June

2019 2018
RMB’000 RMB’'000
(Unaudited) (Unaudited)
CASH FLOWS FROM INVESTING ACTIVITIES
Purchases of items of property, plant and equipment (27,960) (9,335)
Additions to other intangible assets (82) (4)
Increase in time deposits with original maturity of three months or
more when acquired (213,535) (1,514)
Advances to a related party = (1,500)
Repayment of amounts due from a related party — 17,500
Advances to shareholders — (12,611)
Repayment of amounts due from shareholders 3,884 4,545
Proceeds from disposal of a joint venture and an associate — 1,620
Net cash flows used in investing activities (237,693) (1,299)
CASH FLOWS FROM FINANCING ACTIVITIES
Proceeds from issue of shares on initial public offering 527,988 —
Share issue expenses (25,631) —
Acquisition of non-controlling interests - (8,000)
Advances from related parties - 12,629
Repayment of amounts due to related parties - (13,000)
Repayment of amounts due to shareholders (516) —
New bank loans 20,000 =
Principal portion of lease payments (265) —
Dividends paid to the non-controlling shareholder of a subsidiary (42,732) —
Interest paid (2,615) —
Net cash flows from/(used in) financing activities 476,229 (8,371)
NET INCREASE/(DECREASE) IN CASH AND CASH EQUIVALENTS 172,263 (30,632)
Cash and cash equivalents at beginning of period 172,872 181,116
Effect of foreign exchange rate changes, net (258) 1
CASH AND CASH EQUIVALENTS AT END OF PERIOD 344,877 150,485
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Unaudited Interim Condensed Consolidated Statement of Cash Flows (Continued)
For the six months ended 30 June 2019

Six months ended 30 June

2019 2018
RMB’000 RMB’'000
(Unaudited) (Unaudited)
ANALYSIS OF BALANCES OF CASH AND CASH EQUIVALENTS
Cash and bank balances 49,103 38,160
Time deposits 793,645 235,937
Less:
Time deposits with licenced banks with original maturity of more
than three months when acquired 497,871 123,612
Cash and cash equivalents as stated in the consolidated
statements of cash flows 344,877 150,485
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NOTES TO UNAUDITED INTERIM CONDENSED
CONSOLIDATED FINANCIAL STATEMENTS

2.1

2.2

32

Corporate Information

The Company was incorporated in the Cayman lIslands under the Companies Law as an exempted company
with limited liability on 23 June 2017. The registered office address of the Company is Cricket Square, Hutchins
Drive, P.O. Box 2681, Grand Cayman, KY1-1111, Cayman Islands. The Company was listed on the Main Board of
The Stock Exchange of Hong Kong Limited (the “Stock Exchange”) on 18 June 2019.

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

Basis of Preparation

The unaudited interim condensed consolidated financial information for the six months ended 30 June 2019
has been prepared in accordance with IAS 34 Interim Financial Reporting. The unaudited interim condensed
consolidated financial information does not include all the information and disclosures required in the annual
financial statements, and should be read in conjunction with the Group’s consolidated financial statements
("Historical Financial Information”) included in the Accountants’ Report set forth in Appendix IA to the
Company's Prospectus dated 4 June 2019 (the “Prospectus”).

These financial statements are presented in Renminbi (“RMB”) and all values are rounded to the nearest
thousand except when otherwise indicated.

Changes in Accounting Policies and Disclosures

The accounting policies adopted in the preparation of the unaudited interim condensed consolidated financial
information are consistent with those applied in the preparation of the Group’s Historical Financial Information
included in the Prospectus, except for the adoption of the new and revised International Financial Reporting
Standards (“IFRSs") effective as of 1 January 2019.

Amendments to IFRS 9 Prepayment Features with Negative Compensation
IFRS 16 Leases

Amendments to IAS 19 Plan Amendment, Curtailment or Settlement
Amendments to IAS 28 Long-term Interests in Associates and Joint Ventures
IFRIC-Int 23 Uncertainty over Income Tax Treatments

Annual Improvements
2015-2017 Cycle Amendments to IFRS 3, IFRS 11, IAS 12 and IAS 23
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Notes to Unaudited Interim Condensed Consolidated Financial Statements (Continued)

2.2 Changes in Accounting Policies and Disclosures (Continued)
Other than as explained below regarding the impact of IFRS 16 Leases, the new and revised standards are not
relevant to the preparation of the Group’s unaudited interim condensed consolidated financial information. The
nature and impact of the new and revised IFRSs are described below:

IFRS 16 replaces IAS 17 Leases, IFRIC-Int 4 Determining whether an Arrangement contains a Lease, SIC-Int
15 Operating Leases — Incentives and SIC-Int 27 Evaluating the Substance of Transactions Involving the Legal
Form of a Lease. The standard sets out the principles for the recognition, measurement, presentation and
disclosure of leases and requires lessees to account for all leases under a single on-balance sheet model. Lessor
accounting under IFRS 16 is substantially unchanged from IAS 17. Lessors will continue to classify leases as
either operating or finance leases using similar principles as in IAS 17. Therefore, IFRS 16 did not have any
financial impact on leases where the Group is the lessor.

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

New definition of a lease

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

At inception or on reassessment of a contract that contains a lease component, the Group allocates the
consideration in the contract to each lease and non-lease component on the basis of their standard-alone
prices. A practical expedient is available to a lessee, which the Group has adopted, not to separate non-lease
components and to account for the lease and the associated non-lease components (e.g., property management
services for leases of properties) as a single lease component.

As a lessee — Leases previously classified as operating leases

Nature of the effect of adoption of IFRS 16

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

2.2 Changes in Accounting Policies and Disclosures (Continued)
As a lessee — Leases previously classified as operating leases (continued)
Impacts on transition
Lease liabilities at 1 January 2019 were recognised based on the present value of the remaining lease payments,
discounted using the incremental borrowing rate at 1 January 2019 and included in interest-bearing bank and
other borrowings.

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

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

° Applied the short-term lease exemptions to leases with a lease term that ends within 12 months from the
date of initial application

o Used hindsight in determining the lease term where the contract contains options to extend/terminate the
lease

The impacts arising from the adoption of IFRS 16 as at 1 January 2019 are as follows:

Increase/
(decrease)
RMB’000
(Unaudited)

Assets

Increase in right-of-use assets 308,324
Decrease in prepaid land lease payments (299,130)
Decrease in prepayments, deposits and other receivables (7,918)
Increase in total assets 1,276
Liabilities

Increase in lease liabilities 1,276
Increase in total liabilities 1,276

Decrease in retained earnings =
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Notes to Unaudited Interim Condensed Consolidated Financial Statements (Continued)

2.2 Changes in Accounting Policies and Disclosures (Continued)
As a lessee — Leases previously classified as operating leases (continued)
Impacts on transition (continued)
The lease liabilities as at 1 January 2019 reconciled to the operating lease commitments as at 31 December
2018 is as follows:

RMB’000

(Unaudited)

Operating lease commitments as at 31 December 2018 1,445
Weighted average incremental borrowing rate as at 1 January 2019 4.75%
Lease liabilities as at 1 January 2019 1,276

Summary of new accounting policies
The accounting policy for leases as disclosed in the Historical Financial Information in the Prospectus is replaced
with the following new accounting policies upon adoption of IFRS 16 from 1 January 2019:

Right-of-use assets

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

Lease liabilities

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

In calculating the present value of lease payments, the Group uses the incremental borrowing rate at the lease
commencement date if the interest rate implicit in the lease is not readily determinable. After the commencement
date, the amount of lease liabilities is increased to reflect the accretion of interest and reduced for the lease
payments made. In addition, the carrying amount of lease liabilities is remeasured if there is a modification, a
change in future lease payments arising from change in an index or rate, a change in the lease term, a change in
the in-substance fixed lease payments or a change in assessment to purchase the underlying asset.
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Notes to Unaudited Interim Condensed Consolidated Financial Statements (Continued)

2.2 Changes in Accounting Policies and Disclosures (Continued)

36

Summary of new accounting policies (continued)

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

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

Amounts recognised in the unaudited interim condensed consolidated statement of financial position and
profit or loss

The carrying amounts of the Group’s right-of-use assets and lease liabilities, and the movement during the
period are as follow:

Right-of-use assets

Prepaid
Property and land lease Lease
buildings payments Total liabilities
RMB’000 RMB’000 RMB’000 RMB’000

(Unaudited) (Unaudited) (Unaudited) (Unaudited)

As at 1 January 2019 1,276 307,048 308,324 1,276
Additions — = — —
Depreciation charge (273) (3,959) (4,232) -
Interest expense - - — 30
Payments — — - (295)
As at 30 June 2019 1,003 303,089 304,092 1,011

Operating Segment Information
The Group is principally engaged in the provision of higher and secondary education services in the PRC.

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

Geographical information

During the reporting period, the Group operated within one geographical location because all of its revenue
was generated in the PRC and all of its long-term assets/capital expenditure were located/incurred in the PRC.
Accordingly, no geographical information is presented.
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Notes to Unaudited Interim Condensed Consolidated Financial Statements (Continued)

Operating Segment Information (Continued)

Information about major customers

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

Revenue, Other Income and Gains
An analysis of revenue, other income and gains is as follows:

Six months ended 30 June

Notes 2019 2018
RMB’'000 RMB'000
(Unaudited) (Unaudited)

Revenue

Tuition fees 229,056 84,121
Boarding fees 20,531 9,269
Other education service fees (i) 5,242 5,064
Total revenue from contracts with customers 254,829 98,454

Other income and gains

Bank interest income 3,266 1,977
Rental income 2,625 807
Government grants (i)
— related to expenses 11,263 1,064
— related to assets 834 532
Others 191 79
18,179 4,459
Notes:

(i) During the periods, revenue from other education service mainly represents fees received for the provision of adult education services
and training services to the students, which was amortised over the training periods of the services rendered.

(ii) Government grants are related to government industry grants and subsidies received from local government for the purpose of

compensating the operating expenses arising from the Group's teaching activities and expenditures on teaching facilities. There were no
unfulfilled conditions or contingencies relating to these grants.
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Notes to Unaudited Interim Condensed Consolidated Financial Statements (Continued)

4. Revenue, Other Income and Gains (Continued)
The Group recognised the following revenue-related contract liabilities, which represented the unsatisfied
performance obligation as at 30 June 2019 and 31 December 2018 and will be expected to be recognised within

one year:
As at As at
30 June 31 December
2019 2018
RMB’000 RMB'000
(Unaudited) (Audited)
Tuition fees 8,596 227,897
Boarding fees 2,778 22,962
Other education service fees 6,035 8,344
Total contract liabilities 17,409 259,203

The Group receives tuition fees, boarding fees, other education service fees from students in advance prior to
the beginning of each academic year. Tuition and boarding fees are recognised proportionately over the periods
of the applicable programme. The students are entitled to the refund of payments in relation to the proportionate
services not yet rendered.

The transaction price associated with unsatisfied or partially unsatisfied performance obligations does not
include variable consideration that is constrained.

Significant changes in the contract liabilities balances during the period are as follows.

As at As at

30 June 31 December

2019 2018

RMB’000 RMB'000

(Unaudited) (Audited)

At the beginning of the period 259,203 97,274
Revenue recognised that was included in the contract

liability balance at the beginning of the year (254,786) (97,274)

Increases due to cash received, excluding amounts
recognised as revenue during the period 12,992 259,203
At the end of the period 17,409 259,203
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Notes to Unaudited Interim Condensed Consolidated Financial Statements (Continued)

Profit before Tax
The Group's profit before tax is arrived at after charging/(crediting):

Six months ended 30 June

Notes 2019 2018
RMB’000 RMB'000
(Unaudited) (Unaudited)

Employee benefit expense (excluding directors’ remuneration):
Wages and salaries 50,791 24,368
Pension scheme contributions 5,368 2,720
Other welfare expenses 234 196
56,393 27,284
Depreciation of property, plant and equipment 21,263 6,497
Depreciation of right-of-use assets 2.2 4,232 —
Amortisation of prepaid land lease payments — 1,665
Amortisation of other intangible assets 3,560 5}
Impairment of trade receivables 688 50
Bank interest income 4 (3.,266) (1,977)

Government grants

— related to expenses 4 (11,263) (1,064)
— related to assets 4 (834) (5632)
Loss on disposal of a joint venture — 389
Loss on disposal of an associate - 1
Listing expenses 16,008 4,727
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40

Income Tax

The Company is incorporated in the Cayman Islands as an exempted company with limited liability under the
Companies Law of the Cayman Islands and accordingly is not subject to income tax from business carried out in
the Cayman Islands.

JH Education Technology HK Limited, a subsidiary incorporated in Hong Kong, is subject to income tax at
the rate of 16.5%. No provision for Hong Kong profits tax has been made as the Group did not generate any
assessable profits arising in Hong Kong during the period.

According to the Implementation Rules for the Law for Promoting Private Education, private schools for which
the school sponsors do not require reasonable returns are eligible to enjoy the same preferential tax treatment
as public schools. The preferential tax treatment polices applicable to private schools requiring reasonable
returns are to be separately formulated by the financing authority, taxation authority and other authorities under
the State Council. During the period and up to the date of this report, no regulations have been promulgated by
such authorities in this regard. In accordance with the historical tax returns filed to the relevant tax authorities
and the tax compliance confirmations obtained therefrom, College of Information and Business, Changzheng
College and Jingyi Secondary School did not pay corporate income tax for the income from the provision of
formal educational services and had enjoyed the preferential tax treatment during the period. As a result, no
income tax expense was recognised by College of Information and Business, Changzheng College and Jingyi
Secondary School for the income from the provision of formal educational services during the period.

The non-academic education services provided by the schools are subject to corporate income tax at a rate of 25%.
Except for College of Information and Business, Changzheng College and Jingyi Secondary School, all of the
Group's subsidiaries established in the PRC were subject to corporate income tax at a rate of 25% during the

period.

Six months ended 30 June

2019 2018
RMB’000 RMB'000
(Unaudited) (Unaudited)
Current — Mainland China
Charge for the period 2,769 5,983
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Notes to Unaudited Interim Condensed Consolidated Financial Statements (Continued)

Dividends

An interim dividend of HK$0.021 per ordinary share and a special interim dividend of HK$0.054 per ordinary
share for the six months ended 30 June 2019 have been proposed by the board of directors and are subject to
approval by the shareholders at the forthcoming extraordinary general meeting of the Company.

Dividends of RMB23,182,000 were declared by Changzheng College, a subsidiary of the Company, to a
non-controlling shareholder during the periods ended 30 June 2018.

Earnings Per Share Attributable to Ordinary Equity Holders of the Company
The calculation of the basic earnings per share amounts is based on the profit for the period attributable to
ordinary equity holders of the parent of RMB98,570,000 (six months ended 30 June 2018: RMB57,271,000),
and the weighted average number of ordinary shares of 1,228,729,282 (six months ended 30 June 2018:
1,200,000,000) in issue during the period, as adjusted to reflect the rights issue during the period.

As of 1 January 2018, the Company had 10,000 ordinary shares in issue.

On 30 May 2019, the authorised share capital of the Company was subdivided from US$50,000 divided into
50,000 shares of US$1.00 each to US$50,000 divided into 5,000,000 shares of US$0.01 each and the authorised
share capital of the Company was increased from US$50,000 divided into 5,000,000 shares of US$0.01 each to
US$300,000,000 divided into 30,000,000,000 shares of US$0.01 each. Therefore, the number of ordinary shares
in issue became 1,000,000 (the “Share Split”) (note 13).

On 18 June 2019, the Company was listed on the Main Board of the Stock Exchange (the “Listing”) by way
of issuing 400,000,000 new ordinary shares and capitalisation issue of 1,199,000,000 ordinary shares (the
“Capitalisation Issue”).

The weighted average number of ordinary shares used to calculate the basic earnings per share amounts for
the six months ended 30 June 2019 and 2018 was based on 10,000 ordinary share of the Company issued as
of 1 January 2018, 990,000 ordinary shares of the Company issued under the Share Split and 1,199,000,000
ordinary shares of the Company issued under the Capitalisation Issue, as if these additional shares issued under
the Share Split and Capitalisation Issue had been completed throughout the six months ended 30 June 2019 and
2018.

The weighted average number of ordinary shares used in the calculation is the number of ordinary shares in

issue during the period, as used in the basic earnings per share calculation, and the weighted average number of
ordinary shares assumed to have been issued at nil consideration on the deemed exercise.
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Earnings Per Share Attributable to Ordinary Equity Holders of the Company
(Continued)

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

Six months ended 30 June

2019 2018
RMB’000 RMB’000
(Unaudited) (Unaudited)
Earnings
Profit attributable to ordinary equity holders of the parent, used in the basic
and diluted earnings per share calculation 98,570 57,271

Number of shares
Six months ended 30 June

2019 2018

Shares
Number of issued shares on 1 January 10,000 10,000
Effect of Share Split on 30 May 2019 990,000 990,000
Effect of Capitalisation Issue on 18 June 2019 1,199,000,000 1,199,000,000
Effect of the IPO (excluding shares issued under the over-allotment option)

on 18 June 2019 28,729,282 —
Weighted average number of ordinary shares in issue during the period for

the purpose of the basic earnings per share calculation 1,228,729,282 1,200,000,000
Earnings per share attributable to ordinary equity holders of the parent
Basic and diluted RMB0.0802 RMB0.0477

Property, Plant and Equipment

During the six months ended 30 June 2019, the Group acquired assets with a cost of RMB18,780,000
(six months ended 30 June 2018: RMB930,000) as additions to property, plant and equipment, including
construction in progress of RMB13,295,000 (six months ended 30 June 2018: RMB801,000).

There was no disposal during the six months ended 30 June 2019 and 2018.
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10. Trade Receivables

As at As at

30 June 31 December

2019 2018

RMB’000 RMB'000

(Unaudited) (Audited)

Tuition and boarding fees receivables 2,332 2,845
Impairment (1,909) (1,221)
423 1,624

The Group's students are required to pay tuition fees and boarding fees in advance for the upcoming school

year, which normally commences in September. Trade receivables represent amounts related to students

whose families were in financial difficulties. The delayed payments are repayable on demand. The Group seeks

to maintain strict control over its outstanding receivables to minimise credit risk. Overdue balances are reviewed

regularly by senior management. In view of the aforementioned and the fact that the Group's trade receivables

relate to a number of individual students, there is no significant concentration of credit risk. The Group does

not hold any collateral or other credit enhancements over its trade receivable balances. Trade receivables are

non-interest-bearing.

An ageing analysis of the trade receivables as at the end of the period, based on the transaction date and net of

provisions, is as follows:

As at As at

30 June 31 December

2019 2018

RMB’000 RMB'000

(Unaudited) (Audited)

Within 1 year 134 688
1to 2 years 271 122
2 to 3 years 14 336
More than 3 years 4 478
423 1,624
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11. Other Payables and Accruals

As at As at

30 June 31 December

2019 2018

RMB’000 RMB’'000

(Unaudited) (Audited)

Payables for salaries and welfares 32,277 40,719
Other tax payables 7,484 6,689
Miscellaneous advances received from students 12,366 16,377
Receipt on behalf of ancillary services providers 5,109 5,448
Payables for acquisition of prepaid land lease payments — 4,691
Payables for listing expenses 9,353 4,173
Payables for accommodation service 3,681 3,681
Payables for textbooks 875 5138
Payables for purchase of property, plant and equipment 1,358 1,603
Other payables 29,643 25,439
102,146 109,333

The above balances are unsecured and non-interest-bearing. The carrying amounts of other payables and

accruals as at the end of the period approximated to their fair values due to their short-term maturities.

12. Interest-Bearing Bank Loans

As at 30 June 2019

As at 31 December 2018

Effective Effective
interest RMB’'000 interest RMB'000
rate (%) Maturity (Unaudited) rate (%) Maturity (Audited)
Current
Bank loans — unsecured 4.6-7.2 2019-2020 4.6-7.2 2019 89,000
As at As at
30 June 31 December
2019 2018
RMB’000 RMB'000
(Unaudited) (Audited)
Analysed into:
Bank loans:
Within one year or on demand 109,000 89,000
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Notes to Unaudited Interim Condensed Consolidated Financial Statements (Continued)

Shares
As at As at
30 June 31 December
2019 2018
RMB’000 RMB'000
(Unaudited) (Audited)
Authorised:
30,000,000,000 ordinary shares of US$0.01 each (31 December 2018:
50,000 ordinary shares of US$1.00 each) 2,068,260 341
Issued and fully paid:
1,600,000,000 ordinary shares of US$0.01 each (31 December 2018:
10,000 ordinary shares of US$1.00 each) 110,307 68

On 30 May 2019, pursuant to the written resolution of the shareholders of the Company, the authorised
share capital of the Company was subdivided from US$50,000 divided into 50,000 shares of US$1.00 each to
US$50,000 divided into 5,000,000 shares of US$0.01 each and the authorised share capital of the Company
was increased from US$50,000 divided into 5,000,000 shares of US$0.01 each to US$300,000,000 divided into
30,000,000,000 shares of US$0.01 each. Therefore, the number of shares in issue became 1,000,000 before the
Capitalisation Issue.

A summary of movements in the Company’s share capital is as follows:

Number of

Notes shares in issue Issued capital

RMB’000

Before the Capitalisation Issue 1,000,000 68

Capitalisation Issue (i) 1,199,000,000 82,662
Global offering (excluding shares issued under

the over-allotment option) (ii) 400,000,000 27,577

As at 30 June 2019 1,600,000,000 110,307

(i) On 18 June 2019, 1,199,000,000 shares were allotted and issued to the shareholders of the Company, credited as fully paid at par value,
by way of capitalization of the sum of USD11,990,000 (approximately RMB82,662,000) standing to the credit of the share premium

account of the Company;

(ii) On 18 June 2019, the Company was listed on the Main Board of Stock Exchange with the stock code 1935 and made an offering of
400,000,000 ordinary shares (excluding any ordinary shares issued pursuant to the exercise of the over-allotment option) at a price at
HK$1.50 per share.
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Notes to Unaudited Interim Condensed Consolidated Financial Statements (Continued)

14. Operating Lease Arrangements
As lessor

The Group leases certain of its buildings units under operating lease arrangements. Leases for buildings were
negotiated for terms of one to ten years. As at the end of the year/period, the Group had total future minimum
lease payments under non-cancellable operating leases falling due as follows:

As at As at

30 June 31 December

2019 2018

RMB’000 RMB'000

(Unaudited) (Audited)

Within one year 2,034 2,216
After one year but within five years 288 994
2,322 3,210

As lessee

The Group leases certain of its office properties under operating lease arrangements. Leases for properties are
negotiated in terms of three years.

As at the end of the year/period, the Group had total future minimum lease payments under non-cancellable
operating leases falling due as follows:

As at As at

30 June 31 December

2019 2018

RMB’'000 RMB'000

(Unaudited) (Audited)

Within one year - 579
After one year but within five years — 866
— 1,445
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Notes to Unaudited Interim Condensed Consolidated Financial Statements (Continued)

15.

16.

Commitments
In addition to the operating lease commitments detailed above, the Group had the following capital commitments
at the end of the year/period:

As at As at
30 June 31 December
Notes 2019 2018
RMB’'000 RMB'000
(Unaudited) (Audited)

Contracted, but not provided for:
Property and buildings (i) 11,237 —
Furniture, fixtures and others 1,234 —
Donation (ii) 6,000 6,000
Total 18,471 6,000

Notes:

(i) RMB11,237,000 were contracted, but not provided for property and buildings during the period ended 30 June 2019, which was mainly
for the constructing buildings of Changzheng College;

(ii) On 9 April 2018, the board of Changzheng College made a resolution to donate RMB6,000,000 to Zhejiang Committee of the

Revolutionary Committee of the Chinese Kuomintang for its newly founded public foundation.

Related Party Transactions and Balances

(a) Outstanding balances with related parties
The Group had an outstanding balance due from its shareholders of nil as at 30 June 2019 (31 December
2018: RMB3,884,000), and an outstanding balance due to its shareholder of nil as at 30 June 2019
(31 December 2018: RMB516,000). This balance is unsecured, interest-free and has no fixed terms of
repayment.

(b) Compensation of key management personnel of the Group

Six months ended 30 June

2019 2018

RMB’000 RMB'000

(Unaudited) (Unaudited)

Salaries, allowances and benefits in kind 1,752 578
Pension contributions 168 37
1,920 615
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Notes to Unaudited Interim Condensed Consolidated Financial Statements (Continued)

17. Events after the Reporting Period
Save as disclosed elsewhere in the financial statements, there was no other significant events took place

subsequent to 30 June 2019 and up to the date of approval of these financial statements.

18. Approval of the Financial Statements
The financial statements were approved and authorised for issue by the board of directors on 28 August 2019.
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