Edgar Filing: 51JOB, INC. - Form 20-F

51JOB, INC.
Form 20-F

March 29, 2019
Table of Contents

UNITED STATES
SECURITIES AND EXCHANGE COMMISSION

WASHINGTON, D.C. 20549

FORM 20-F

(Mark One)

o REGISTRATION STATEMENT PURSUANT TO SECTION 12(b) OR
(g) OF THE SECURITIES EXCHANGE ACT OF 1934

OR

X ANNUAL REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE
SECURITIES EXCHANGE ACT OF 1934
For the fiscal year ended December 31, 2018

OR

o TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d) OF
THE SECURITIES EXCHANGE ACT OF 1934

For the transition period from to

OR

o SHELL COMPANY REPORT PURSUANT TO SECTION 13 OR
15(d) OF THE SECURITIES EXCHANGE ACT OF 1934

Date of event requiring this shell company report...................

Commission file number: 000-50841



Edgar Filing: 51JOB, INC. - Form 20-F

S1job, Inc.

(Exact name of Registrant as specified in its charter)

N/A
(Translation of Registrant s name into English)

Cayman Islands
(Jurisdiction of incorporation or organization)

Building 3
No. 1387 Zhang Dong Road
Shanghai 201203

People s Republic of China
(Address of principal executive offices)

Rick Yan, Chief Executive Officer
Telephone: +86-21-6160-1888
Facsimile: +86-21-6879-6233

Building 3
No. 1387 Zhang Dong Road
Shanghai 201203

People s Republic of China
(Name, Telephone, Email and/or Facsimile number and Address of Company Contact Person)

Securities registered or to be registered pursuant to Section 12(b) of the Act:

Title of Each Class Name of Each Exchange on Which Registered
American depositary shares, each representing one NASDAQ Stock Market LLC
common share, par value US$0.0001 per share
Common shares, par value US$0.0001 per share* (NASDAQ Global Select Market)

* Not for trading but only in connection with the listing of American depositary shares on the NASDAQ Global Select Market.

Securities registered or to be registered pursuant to Section 12(g) of the Act:



Edgar Filing: 51JOB, INC. - Form 20-F

None
(Title of Class)




Edgar Filing: 51JOB, INC. - Form 20-F

Table of Contents

Securities for which there is a reporting obligation pursuant to Section 15(d) of the Act:
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Indicate the number of outstanding shares of each of the issuer s classes of capital or common stock as of the close of the period covered by the
annual report:

61,874,716 common shares, par value
US$0.0001 per share, as of December 31, 2018.

Indicate by check mark if the registrant is a well-known seasoned issuer, as defined in Rule 405 of the Securities Act.

X Yes o No

If this report is an annual or transition report, indicate by check mark if the registrant is not required to file reports pursuant to Section 13 or
15(d) of the Securities Exchange Act of 1934.

oYes xNo

Indicate by check mark whether the registrant (1) has filed all reports required to be filed by Section 13 or 15(d) of the Securities Exchange Act
of 1934 during the preceding 12 months (or for such shorter period that the registrant was required to file such reports), and (2) has been subject
to such filing requirements for the past 90 days.

X Yes o No

Indicate by check mark whether the registrant has submitted electronically every Interactive Data File required to be submitted pursuant to Rule
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X Yes o No

Indicate by check mark whether the registrant is a large accelerated filer, an accelerated filer, a non-accelerated filer, or an emerging growth
company. See definition of large accelerated filer, accelerated filer, and emerging growth company in Rule 12b-2 of the Exchange Act.

x Large accelerated filer o Accelerated filer o Non-accelerated filer o Emerging growth company
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If an emerging growth company that prepares its financial statements in accordance with U.S. GAAP, indicate by check mark if the registrant
has elected not to use the extended transition period for complying with any new or revised financial accounting standards provided pursuant to

Section 13(a) of the Exchange Act. o

The term new or revised financial accounting standard refers to any update issued by the Financial Accounting Standards Board to its
Accounting Standards Codification after April 5, 2012.

Indicate by check mark which basis of accounting the registrant has used to prepare the financial statements included in this filing:

x U.S. GAAP o International Financial Reporting Standards as issued o Other
by the International Accounting Standards Board

If Other has been checked in response to the previous question, indicate by check mark which financial statement item the registrant has elected
to follow.

oltem 17 oltem 18

If this is an annual report, indicate by check mark whether the registrant is a shell company (as defined in Rule 12b-2 of the Exchange Act).

oYes xNo

(APPLICABLE ONLY TO ISSUERS INVOLVED IN BANKRUPTCY PROCEEDINGS DURING THE PAST FIVE YEARS)

Indicate by check mark whether the registrant has filed all documents and reports required to be filed by Sections 12, 13 or 15(d) of the
Securities Exchange Act of 1934 subsequent to the distribution of securities under a plan confirmed by a court.
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INTRODUCTION
Unless otherwise indicated, references in this annual report to:
. ADRs are to the American depositary receipts that evidence our ADSs;
. ADSs are to our American depositary shares, each of which represents one common share;
. China orthe PRC are to the People s Republic of China, excluding for the purpose of this annual report
Hong Kong, Macau and Taiwan;
. RMB are to Renminbi, the legal currency of the PRC;
. shares or common shares are to our common shares, with par value US$0.0001 per share;
. U.S. GAAP are to the generally accepted accounting principles in the United States of America; and
. US$ are to U.S. dollars, the legal currency of the United States of America.

Unless the context indicates otherwise, we, us, ourcompany, our and 51job referto 51job, Inc., its predecessor entities and subsidiaries, and

the context of describing our operations, also include our affiliated entities.

In addition, unless otherwise indicated, references in this annual report to:

o S51net are to SInet.com Inc.;

. AdCo are to Shanghai Qianjin Advertising Co., Ltd.;

. Qian Cheng are to Beijing Qian Cheng Si Jin Advertising Co., Ltd.;

. Run An are to Beijing Run An Information Consultancy Co., Ltd.;

. Tech JV are to Qianjin Network Information Technology (Shanghai) Co., Ltd.;

. WFOE are to Qian Cheng Wu You Network Information Technology (Beijing) Co., Ltd.; and
. Wuhan AdCo are to Wuhan Mei Hao Qian Cheng Advertising Co., Ltd.
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Any discrepancies in any table between the amounts identified as total amounts and the sum of the amounts listed therein are due to rounding.

We publish our financial statements in Renminbi. This annual report contains translations of certain Renminbi amounts into U.S. dollar amounts
at specified rates solely for your convenience. All translations from Renminbi to U.S. dollars were made at the noon buying rate in New York

for cable transfers of Renminbi as certified for customs purposes by the Federal Reserve Bank of New York, which was RMB6.8755 to US$1.00
on December 31, 2018, as set forth in the Federal Reserve Board s H.10 Statistical Release. We make no representation that the Renminbi or U.S.
dollar amounts referred to in this annual report could have been or could be converted into U.S. dollars or Renminbi, as the case may be, at any
particular rate, the rates stated below, or at all.

This annual report on Form 20-F includes our audited consolidated statements of operations and comprehensive income data for the years ended
December 31, 2016, 2017 and 2018, and audited consolidated balance sheets data as of December 31, 2017 and 2018.

il
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FORWARD-LOOKING STATEMENTS

This annual report on Form 20-F contains statements of a forward-looking nature. These statements are made within the meaning of Section 21E

of the Securities Exchange Act of 1934, as amended, or the Exchange Act, and as defined in the Private Securities Litigation Reform Act of

1995. You can identify these forward-looking statements by terminology such as may, will, should, is/are likely to, expect, intend, aim,
anticipate, believe, estimate, predict, potential, continue or the negative of these terms or other comparable terminology. These statement

involve known and unknown risks, uncertainties and other factors that may cause our actual results, performance or achievements to be

materially different from those expressed or implied by the forward-looking statements. The forward-looking statements included in this annual

report relate to, among others:

. market acceptance of our services;

. our ability to expand into other recruitment and human resource services such as business process
outsourcing;

. our ability to control our operating costs and expenses;

. our potential need for additional capital and the availability of such capital;

. behavioral and operational changes of our customers in meeting their human resource needs as they

respond to evolving social, economic, regulatory and political changes in China as well as stock market volatilities;

. changes in our management team and other key personnel;

. introduction by our competitors of new or enhanced products and services;

. price competition in the market for the various human resource services that we provide in China;

. seasonality of our business;

. fluctuations in the value of the Renminbi against the U.S. dollar and other currencies;

. our ability to develop or introduce new products and services outside of the human resources industry;
. acquisitions or investments we have made or will make in the future; and

. fluctuations in general economic conditions in China and globally.

You should not place undue reliance on these forward-looking statements. Although we believe that our expectations expressed in these
forward-looking statements are reasonable, our expectations may later be found to be incorrect. You should read these statements in conjunction
with the risks disclosed in Item 3.D. Key Information Risk Factors of this annual report and other risks outlined in our other filings with the
U.S. Securities and Exchange Commission, or the SEC. Those risks are not exhaustive. Moreover, we operate in an emerging and evolving
environment. New risks may emerge from time to time, and it is not possible for our management to predict all risks, nor can we assess the
impact of such risks on our business or the extent to which any risk, or combination of risks, may cause actual results to differ materially from
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those contained in any forward-looking statements. Except as required by law, we undertake no obligation to update or revise
publicly any forward-looking statements, whether as a result of new information, future events or otherwise.

iii
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PART I

ITEM 1. IDENTITY OF DIRECTORS, SENIOR MANAGEMENT AND ADVISERS
Not applicable.

ITEM 2. OFFER STATISTICS AND EXPECTED TIMETABLE

Not applicable.

ITEM 3. KEY INFORMATION

A. Selected Financial Data

The following tables present the selected consolidated financial information for our company. The selected consolidated statements of operations
and comprehensive income data for the years ended December 31, 2016, 2017 and 2018, and the selected consolidated balance sheets data as of
December 31, 2017 and 2018, are derived from our audited consolidated financial statements, which are included in this annual report beginning
on page F-1. The selected consolidated statements of operations and comprehensive income data for the years ended
December 31, 2014 and 2015, and the selected consolidated balance sheets data as of December 31, 2014, 2015 and
2016 have been derived from our audited consolidated financial statements, which are not included in this annual

report. You should read the following information in conjunction with the consolidated financial statements and the
related notes included elsewhere in this annual report and Item 5. Operating and Financial Review and Prospects. Our
consolidated financial statements are prepared and presented in accordance with U.S. GAAP. The historical results
presented below do not necessarily indicate results expected for any future period.

For the year ended December 31,
2014 2015 2016 2017 2018 2018
RMB RMB RMB RMB RMB US$
(in thousands, except share and per share data)
Selected Consolidated
Statements of Operations
and Comprehensive Income
Data:
Revenues:
Online recruitment services 1,248,101 1,356,442 1,547,143 1,871,700 2,431,898 353,705
634,945 740,119 825,552 1,009,515 1,350,048 196,356

11



Other human resource related
revenues

Print advertising

Total revenues

Net revenues

Cost of services(1)

Gross profit

Operating expenses(1):

Sales and marketing

General and administrative
Total operating expenses
Income from operations
Income before income tax
expense

Income tax expense

Net income

Net loss (income) attributable
to non-controlling interests
Net income attributable to
51job, Inc.

Earnings per share:

Basic

Diluted

Weighted average number of
common shares outstanding:
Basic

Diluted
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14,247
1,897,293
1,832,453

(496,000)
1,336,453

(563,565)

(249,275)

(812,840)
523,613

551,945

(113,035)
438,910

438,910
7.51
7.35

58,475,397
59,691,993

5,328
2,101,889
2,055,220

(569,979)
1,485,241

(654,468)

(263,067)

(917,535)
567,706

744,098
(126,301)
617,797

260
618,057
10.71
10.41

57,714,850
62,498,651

2,372,695

2,338,334
(663,001)

1,675,333

(783,492)

(280,002)

(1,063,494)
611,839

699,886
(134,699)
565,187

791
565,978
9.74
9.68

58,132,976
58,474,068

2,881,215

2,848,592
(763,440)

2,085,152

(917,784)

(296,608)

(1,214,392)
870,760

542,256
(169,493)
372,763

(874)
371,889

6.19

6.08

60,087,306
61,150,413

3,781,946
3,739,701
(1,038,766)
2,700,935

(1,197,178)

(353,557)

(1,550,735)
1,150,200

1,486,875
(242,434)
1,244,441
7,878
1,252,319
20.42
19.82

61,318,292
63,175,483

550,061
543,917
(151,082)
392,835

(174,122)
(51,423)

(225,545)
167,290

216,257
(35,261)
180,996
1,146
182,142
2.97
2.88

61,318,292
63,175,483

12
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As of December 31,
2014 2015 2016 2017 2018
RMB RMB RMB RMB RMB
(in thousands)
Selected Consolidated
Balance Sheets Data:
Assets:
Cash 1,074,096 1,125,352 1,921,074 2,292,476 1,968,351
Short-term investments 3,420,650 3,825,547 4,159,318 4,839,550 6,865,886
Total current assets 5,045,764 5,560,298 6,719,585 7,878,241 9,676,990
Total non-current assets 535,956 861,964 1,016,325 2,145,491 2,561,426
Total assets 5,581,720 6,422,262 7,735,910 10,023,732 12,238,416
Liabilities:
Convertible senior notes,
current 1,257,709 1,725,182
Total current liabilities 963,974 1,136,038 2,703,022 2,042,654 4,209,468
Convertible senior notes,
non-current 1,111,207 1,108,877 1,667,967
Other non-current liabilities 12,593 43,235 57,166 121,348 210,752
Total liabilities 2,087,774 2,288,150 2,760,188 3,831,969 4,420,220
Total mezzanine equity 228,230 225,645
Shareholders equity:
Common shares 48 48 49 50 50
Additional paid-in capital 1,040,639 1,052,788 1,299,350 1,809,732 2,055,036
Total 51job, Inc. shareholders
equity 3,493,946 4,125,042 4,967,443 5,954,380 7,569,241
Total equity 3,493,946 4,134,112 4,975,722 5,963,533 7,592,551
Total liabilities, mezzanine
equity and equity 5,581,720 6,422,262 7,735,910 10,023,732 12,238,416
(1) Share-based compensation was included in the selected consolidated statements of operations and
comprehensive income data as follows:
For the year ended December 31,
2014 2015 2016 2017 2018
RMB RMB RMB RMB RMB
(in thousands)

Cost of services (12,997) (13,770) (14,080) (14,029) (16,316)
Operating expenses:
Sales and marketing (11,173) (11,837) (12,104) (12,060) (14,026)
General and administrative (57,210) (60,338) (59,886) (59,879) (74,623)
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B. Capitalization and Indebtedness

Not applicable.

2018
Us$

286,285
998,602
1,407,461
372,543
1,780,004

250,917
612,242

30,653
642,895
32,818

7
298,893

1,100,901
1,104,291

1,780,004

2018
Us$

(2,373)

(2,040)
(10,854)
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C. Reasons for the Offer and Use of Proceeds

Not applicable.

D. Risk Factors

Risks Related to Our Business

Because we face significant competition in all of our businesses, we may lose market share and our results of operations may be materially
and adversely affected.

We face significant competition in our online recruitment services and our other human resource related services businesses. Our online
recruitment services are conducted through several websites, led by our core 51job.com platform. These websites and their related mobile

applications face intense competition from other dedicated job search websites such as www.zhaopin.com. There are also niche recruitment
services providers that focus on particular industry verticals, such as technology and finance, or job seeker segments,
such as new college graduates and high-end, experienced professionals.

Our other human resource related services face significant competition from a variety of Chinese and foreign firms in all of our markets,
including certain firms that compete with us in the market for online recruitment services.

14
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In addition, some of the competitors we encounter in our business process outsourcing business are affiliated with local government agencies

and have licenses to provide a wider range of services than we do. The competition in the training services market remains highly fragmented
and primarily made up of small, local training firms, but we could face increased competition should there be a consolidation of these training
firms.

Many of our competitors or potential competitors have long operating histories, have international strategic partners, have local government
sponsorship, may have greater financial, management, technological development, sales, marketing and other resources than we do, and may be
able to adopt our business model. As a result of competition, we may experience reduced margins, loss of market share or less use of our
services by job seekers and employers. We cannot assure you that existing or future competitors will not develop or offer services and products
which provide significant performance, price, creative or other advantages over our services. If we are unable to compete effectively with
current or future competitors as a result of these or other factors, our market share and our results of operations may be materially and adversely
affected.

New competitors face low entry barriers to our industries, and successful entry by new competitors may cause us to lose market share and
materially and adversely affect our results of operations.

In the future, we may face competition from new entrants in the online recruitment industry and other human resource industries in which we
operate. We may face greater competition from Internet portals and search engines, dedicated recruitment advertising websites and mobile
applications, professional and social networking platforms, online classified websites and other human resource related services providers who
may enter the market for any or all of our services. Our businesses are characterized by relatively low start-up and fixed costs, modest capital
requirements, short start-up lead times and an absence of significant proprietary technology that would prevent or significantly inhibit new
competitors. As a result, potential market entrants face relatively low barriers to entry to all of our businesses and could acquire significant
numbers of corporate customers and individual users within a relatively short period of time. Increased competition could result in a loss of
market share and revenues, and have a material adverse effect on our business, financial condition and results of operations.

A slowdown or adverse development in the PRC economy may have a material and adverse impact on our customers, demand for our
services and our business.

Substantially all of our operations are conducted in China and a significant majority of our revenues are generated from providing online
recruitment services for PRC businesses or affiliates of foreign firms operating in China. The growth of the Chinese economy has
slowed in recent years. According to the National Bureau of Statistics of China, China s gross domestic product growth
has decreased from 7.7% in 2013 to 6.6% in 2018. Economic conditions in China are sensitive to global economic
conditions, as well as changes in domestic economic and political policies and the expected or perceived overall
economic growth rate in China. In an environment of slower economic growth or recession, employers may take
actions such as hiring fewer permanent employees, engaging in hiring freezes, reducing the number of employees and
curtailing spending on online recruitment services and other human resource related services. In addition, to the extent
we offer credit to any customer and the customer experiences financial difficulties due to an economic slowdown, we
could have difficulty collecting payment from the customer. If there are slowdowns or other adverse developments in
China s economic growth, our business, financial condition, results of operations and cash flow may be materially and
adversely affected.

15
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If the use of online advertising to conduct recruitment does not achieve broader acceptance in China, we may be unable to expand our
online recruitment business.

We generate a majority of our revenues from online recruitment services, which are targeted toward employers and job seekers who use
the Internet. We believe that the use of online advertising services by employers for recruitment remains relatively
low in China, particularly for small and medium sized enterprises. Other informal recruitment channels, such as job
fairs, personal referrals and professional networks, are also commonly utilized by the private sector. We cannot assure
you that online recruitment advertising will achieve broader acceptance in China. We face challenges in promoting
greater use of online advertising, which involves, among other things, changes in the way that employers disseminate
information about jobs, the way that prospective employees search and apply for jobs, and the way in which
candidates are evaluated and hiring decisions are made. In addition, while China is acknowledged to possess the
largest online population in the world, the use of the Internet as a commercial medium has a short history, and China s
Internet penetration rate is lower than those of most developed countries. Any negative perceptions as to the
effectiveness of online recruitment services, or online advertising in general, or any significant failure of the Internet
to gain acceptance and trust as a medium for recruitment, may adversely affect our online recruitment services
business and hinder our ability to expand this business.

16
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The market for other human resource related services, including business process outsourcing, remains in the early development stage in
China, and we may be unable to expand such existing services or successfully develop new services in this area.

We believe the market for other human resource related services, including business process outsourcing, is at an early stage of development in
China. Many employers are unfamiliar with these services and may not accept the value proposition of these service offerings. Processing,
tracking, collecting and remitting funds to the applicable regulatory agencies, employees and other third parties are
complex operations, and many employers may not trust us with employee data or to make representations and cash
payments on their behalf. As such, companies may not be willing to use our services for significant administrative
functions and may instead choose to continue to perform such operations in-house.

If we are unable to extend our nationwide capability, effectively monitor ongoing changes in PRC laws and
regulations, acquire, develop and use up-to-date business and management technology and software, including
advanced computer and technology systems that could require significant capital expenditures, and maintain the
integrity and security of our systems and process flow, we may be unable to expand our business process outsourcing
operations or gain wider customer acceptance for these services. In addition, we rely on a number of third party
service providers, including couriers, agents and banks. Failure by these providers, for any reason, to deliver their
services in a timely and accurate manner could result in significant disruptions to our business process outsourcing
operations, impact our client relationships, harm our brand names and reputation, and result in significant penalties or
liabilities to us.

In addition, as part of our strategy to be a one-stop human resource services provider, we strive to cross-promote our other human resource
related services among our online recruitment services customers. However, we cannot assure you that such cross-promotion strategy will be
effective or generate revenues as we expect. Furthermore, we may decide to develop or acquire new services in the area of other human resource
related services. We cannot assure you that we will be able to deliver new products or services on a commercially viable basis or in a timely
manner, or at all. If any of our efforts to cross-promote or operate new human resource related services are unsuccessful, our financial condition
and results of operations may be materially and adversely affected.

Our business process outsourcing services may be adversely impacted by changes in PRC regulations and policies. In addition, new and
future government regulations may significantly increase the number of labor disputes, which may result in higher operating costs.

The PRC Labor Contract Law, which became effective on January 1, 2008 and its amendment which became effective on July 1, 2013,
established restrictions and increases costs for employers, including specific provisions related to fixed-term employment contracts, temporary
employment, probation, consultation with the labor union and employee assembly, employment without a contract, dismissal of employees,

compensation upon termination and overtime work, and collective bargaining. The PRC Social Insurance Law, which became
effective on July 1, 2011 and was amended on December 29, 2018, specified that the PRC establish a social insurance
system including basic pension insurance, basic medical insurance, work-related injury insurance, unemployment
insurance and maternity insurance. On August 31, 2018, the Standing Committee of the National People s Congress
passed the Draft Amendment to the PRC Individual Income Tax Law, which became fully effective on January 1,
2019 and significantly changed major provisions of the law, including the determination of residence, income tax
brackets, and allowable personal deduction and special itemized deductions.

17
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We provide business process outsourcing services for human resource administrative functions, in particular social insurance, benefits and
payroll services, for employers. Our business process outsourcing services are designed to assist employers to be compliant with PRC
regulations and policies that continually change. Changes in regulations could affect social insurance and individual taxable income calculations,
the extent and type of benefits employers are required to provide employees, and the administrative procedures, processes and documentation
required by local government authorities. Such changes could reduce or eliminate the need for some of our services. New or additional
requirements could also increase our cost to provide our services and require us to undertake adjustments to our operating systems, processes
and procedures. Any failure by us to be updated and knowledgeable on regulatory changes and to inform, educate and assist our clients
regarding new or revised regulations that impact them could materially damage our brands and reputation. In addition, any failure by us to
modify our business process outsourcing services in a timely fashion in response to regulatory changes could materially and adversely affect our
results of operations.

In addition, since the PRC Labor Contract Law became effective, we have observed an increase in the number of labor disputes between
employers and workers relating to its interpretation and application. The resolution of such labor disputes may require significant costs and

resources, including the time our personnel spend dealing with increased human resource administration and legal issues for
which we may not be compensated. If we incur higher operating costs for our business process outsourcing business,
our results of operations could be materially and adversely affected.
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We may face greater risks of doubtful receivables as our business process outsourcing operations grow.

In providing our business process outsourcing services to enterprises, due to the difference in timing between cash receipts and
remittances, we may receive from time to time short-term deposits and advances in client funds and/or make
short-term prepayments on behalf of our customers to be reimbursed to us. As our business process outsourcing
operations have grown, our receivables have increased. We cannot assure you that we will be able to collect payment
or reimbursement fully, or in a timely manner, on receivables from our business processing outsourcing services
customers. As a result, we may face a greater risk of non-payment of these receivables, and as our business process
outsourcing operations increase in scale, we may need to make increased provisions for doubtful accounts. If we are
unable to successfully manage our receivables, our results of operations and financial condition may be materially and
adversely affected.

We are subject to potential legal liability from both employers and individuals with respect to the recruitment process and our business
process outsourcing services.

We are exposed to potential claims associated with the recruitment process, including claims by clients seeking to hold us liable for
recommending a candidate who subsequently proves to be unsuitable for the position filled, claims by current or
previous employers of our candidates alleging interference with employment contracts, claims by candidates against
us alleging our failure to maintain the confident