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CHARACTERISTICS OF GEM OF THE STOCK EXCHANGE OF HONG
KONG LIMITED (THE “STOCK EXCHANGE”)

GEM has been positioned as a market designed to accommodate
small and mid-sized companies to which a higher investment risk
may be attached than other companies listed on the Stock Exchange.
Prospective investors should be aware of the potential risks of investing
in such companies and should make the decision to invest only after
due and careful consideration.

Given that the companies listed on GEM are generally small and mid-
sized companies, there is a risk that securities traded on GEM may be
more susceptible to high market volatility than securities traded on the
Main Board and no assurance is given that there will be a liquid market
in the securities traded on GEM.

Hong Kong Exchanges and Clearing Limited and the Stock Exchange take
no responsibility for the contents of this report, make no representation as to
its accuracy or completeness and expressly disclaim any liability whatsoever
for any loss howsoever arising from or in reliance upon the whole or any part
of the contents of this report.

This report, for which the directors (the “Directors”) of New Western Group
Limited (the “Company”) collectively and individually accept full responsibility,
includes particulars given in compliance with the Rules Governing the Listing
of Securities on GEM of the Stock Exchange (the “GEM Listing Rules”) for
the purpose of giving information with regard to the Company. The Directors,
having made all reasonable enquiries, confirm that to the best of their
knowledge and belief the information contained in this report is accurate and
complete in all material respects and not misleading or deceptive, and there
are no other matters the omission of which would make any statement herein
or this report misleading.
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2019 THIRD QUARTERLY RESULTS

The board of Directors (the “Board”) of New Western Group Limited (the
“Company”) hereby announces the unaudited condensed consolidated
results of the Company and its subsidiaries (collectively referred to as the
“Group”) for the three months and nine months ended 30 September 2019
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together with comparative figures for the corresponding periods in 2018, are A~ :
as follows:
UNAUDITED CONDENSED CONSOLIDATED AREEGHRAGREEEREM
STATEMENT OF PROFIT OR LOSS AND 2HWER
OTHER COMPREHENSIVE INCOME
Unaudited Unaudited
REER RIBER
Three months ended Nine months ended
30 September 30 September
B Z9oA30AIL3EA HZ9H30A LA
2019 2018 2019 2018
20195 2018%F 2019%F 2018%
Notes HK$’000 HK$'000 HK$'000 HK$'000
ik TER TAT TER FTET
Revenue & 4 14,878 19,867 47,524 57,082
Cost of sales and services HE RRBEHAR (6,794) (6,828) (18,885) (19,954)
Gross profit EX 8,084 13,039 28,639 37,128
Other income Hlg A 5 348 347 1,269 800
Other gains and (losses) il Rk (BE) 6 - (31) 5 (16)
Allowance for expected credit losses ?E HEEEERE (119) - (269) -
Staff costs IR 8(a) (3,220) 4872 (13,069) (14,431)
Depreciation neE (627) (384) (1,952) (1,130)
Operating lease rental mEHERS
~land and buildings —THREF (39) 622) (293) (1,864)
Other operating expenses HimEmY (1,222) (1,885) (5,295) (5,162)
Finance cost s8R 7 82 - (215) -
Profit before tax BRBATR R 8 3,123 5,592 8,820 15,325
Income tax expense FrERHAx 9 (655) (1,684) (2,288) (5,057)
Profit for the period HAER 2,468 3,908 6,532 10,268
Other comprehensive expense, Htt2EEL
net of income tax MRS
ltem that may be subsequently BREEEN7EZE
reclassified to profit or 10ss: Bm2BEH -
Exchange differences arising BMEBIEBEEY
on translation of foreign operations EHEE (869) (1,014) (1,095) (1,385)
Total comprehensive income HRAXEREAR
for the period 1,599 2,894 5,437 8,883
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UNAUDITED CONDENSED CONSOLIDATED  AEEZLHEAK SRS R H
STATEMENT OF PROFIT OR LOSS AND 2HEHWER
OTHER COMPREHENSIVE INCOME (continued)
Unaudited Unaudited
REER RIBER
Three months ended Nine months ended
30 September 30 September
B Z9A30A L31EA HZ29A30HL9EA
2019 2018 2019 2018
2019%F 2018%F 2019F 20184
Notes HK$000 HK$'000 HK$000 HK$'000
B et TERT FTAEL TER FTAET
Profit/(loss) for the period R ELER (BR)
attributable to:
Owners of the Company ADAEEA 2,621 3,955 7,767 10,983
Non-controling interests RS (153) (47) (1,235) (715)
2,468 3,908 6,532 10,268
Total comprehensive income/(expense) IR 1L 2 E Uz
for the period attributable to: (FAx%) 4%
Owners of the Company ARAERA 1,758 2,941 6,679 9,598
Non-controling interests RS (159) (47) (1,242) (719)
1,599 2,894 5,437 8,883
HK cents HK cents HK cents HK cents
4l gl Al bRl
Earnings per share attributable to ARAABEEAEESRER
owners of the Company
Basic and diluted EAREE 11 0.19 0.28 0.56 0.79
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UNAUDITED CONDENSED CONSOLIDATED
STATEMENT OF CHANGES IN EQUITY

ARBELEARREERZED X

Unaudited
AR Unaudited
Attributable to owners of the Company KEEH
ARARE AR Non-  Unaudited
Share Share Merger ~ Statutory  Exchange Retained controlling REBER
capital premium reserve reserve reserve profits Sub-total interests  Total equity
B& R4 B (E BHEE EERE EXRE REBEF Nt EERES BHAE
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
FhT FHL FHT FHT FHT FHET FHT FHT FHT
At 31 December 2017 R2017E12A318 139,778 148,287 17,941 508 546 3,582 310,642 2,699 313,341
Impact of adopting HKFRS 9 EREEYKREESR
Bkl 2 4 - - - - - 8 () (o) (13)
At 1 January 2018 (restated) 201851 A18 (K E7F) 139,778 148,287 17,941 508 546 3,574 310,634 2,694 313,328
Profit/(loss) for the period BN/ (B8) - - - - - 10,983 10,983 (715) 10,268
Other comprehensive expense ~ HIREM2ERY
for the period:
Exchange differences REBNEBEEZ
arising on translation of ERES
foreign operations - - - - (1,385) - (1,385) - (1,385)
Total comprehensive income/ BAZERE/
(expense) for the period (Fx) g8 - - - - (1,385) 10,983 9,598 (715) 8,883
Capital injection of —RNBREREE
a subsidiary - - - - - - - 180 180
At 30 September 2018 R201849A30H 139,778 148,287 17,941 508 (839) 14,557 320,232 2,159 322,391
At 1 January 2019 R2019E1A18 139,778 148,287 17,941 508 (678) 19,103 324,939 1,853 326,792
Profit/(loss) for the period W|RER /(B8 - - - - - 7,767 7,767 (1,235) 6,532
Other comprehensive expense ~ HIREM2HERX:
for the period:
Exchange differences BEBNEBEEL
arising on translation of BRER
foreign operations - - - - (1,088) - (1,088) Ul (1,095)
Total comprehensive income/ HR2ERE/
(expense) for the period (Bx)e® - - - - (1,088) 7,767 6,679 (1,242) 5,437
At 30 September 2019 R2019F9A308 139,778 148,287 17,941 508 (1,766) 26,870 331,618 611 332,229
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NOTES TO THE UNAUDITED CONDENSED AREZXE PGS B R KM
CONSOLIDATED FINANCIAL STATEMENTS =

General information

The Company was incorporated in the Cayman lIslands on 31
March 2011, as an exempted company with limited liability under
the Companies Law Cap. 22 of the Cayman Islands. The registered
office of the Company is 190 Elgin Avenue, George Town, Grand
Cayman KY1-9005, Cayman Islands. The Company’s principal place
of business in Hong Kong is Suite 2101, 21/F, Chinachem Century
Tower, 178 Gloucester Road, Wanchai, Hong Kong. The Company has
its listing on GEM of The Stock Exchange of Hong Kong Limited (the
“Stock Exchange”).

Pursuant to a special resolution passed at the annual general meeting
of the Company on 27 April 2018 and with the approval of the
Registrar of Companies in the Cayman Islands on 1 May 2018 and the
Registrar of Companies in Hong Kong on 20 June 2018, the English
name of the Company has been changed from “Megalogic Technology
Holdings Limited” to “New Western Group Limited” and the Company
has adopted the Chinese name “#7 & HT 8 £ E B BR A 7)" as the dual
foreign name of the Company to replace the previous Chinese name
“LEIGEEEBRAR

The Company is an investment holding company and the principal
activities of its subsidiaries are:

1) the provision of integrated circuit (IC”) solutions and the design,
development and sales of ICs (“IC Business”);

2) money lending business in Hong Kong through the provision of
unsecured and secured loans to customers, including individuals
and corporations under the provision of the Money Lenders
Ordinance (Chapter 163 of the Laws of Hong Kong) (‘Money
Lending Business”);

3) the provision of investment and planning consulting service, real
estate agent, property management services and car parking
management services in the People’s Republic of China (the
“PRC”) (“Property Management Business”); and

4) the provision of sourcing and distribution of construction
materials and supply chain management services business in the
PRC (“Supply Chain Business”).
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General information (Continued)

The unaudited condensed consolidated financial statements for the
nine months ended 30 September 2019 have been reviewed by the
audit committee of the Company (‘Audit Committee”) but have not
been reviewed or audited by the Company’s auditor. Adjustments may
be made during the course of annual audit while performed by the
Company’s auditor.

Basis of preparation and accounting policies

The unaudited condensed consolidated financial statements for
the nine months ended 30 September 2019 have been prepared
in accordance with all applicable Hong Kong Financial Reporting
Standards (“HKFRSs”), which is a collective term for all individual
HKFRSs, Hong Kong Accounting Standards (“HKASs”) and
Interpretations issued by the Hong Kong Institute of Certified Public
Accountants (“HKICPA”) and the disclosure requirements of the Hong
Kong Companies Ordinance (Cap.622 of the Laws of Hong Kong).
These unaudited condensed consolidated financial statements for
the nine months ended 30 September 2019 also comply with the
applicable disclosures provisions of the Rules Governing the Listing of
Securities on GEM of the Stock Exchange (‘GEM Listing Rules”).

The unaudited condensed consolidated financial statements for the
nine months ended 30 September 2019 have been prepared on the
historical cost basis except for certain financial instruments that are
measured at fair values, as appropriate.

The Group has not applied any new and revised HKFRSs that are not
yet effective for the current period.

All amounts presented in Hong Kong dollar thousands (“HK$'000”) in
these unaudited condensed consolidated financial statements unless
otherwise stated.

These unaudited condensed consolidated financial statements should
be read in conjunction with the annual report for the year ended 31
December 2018.
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2. Basis of preparation and accounting policies 2. WAEEERSFTBER @)
(Continued)

(@) Application of new and amendments to HKFRSs (@) FERFITEAUKREEANR
(EEIES
The principal accounting policies used in the unaudited BT BEEESHMASMMEMA
condensed consolidated financial statements for the nine REBRA S ERE & KR A8
months ended 30 September 2019 are the same as those A B BU M EER REFT AN
followed in the preparation of the Group’s annual report for the #H £2019F9A30H 1F9E A M K
year ended 31 December 2018, except for the following new %&%V ARG M RERMEAN
and amendments to HKFRSs issued by the HKICPA that are FEEHHFEGRASEE R
adopted for the first time for the current accounting period of the 2018F12A31H It FE M F ]
Group: FERAEMER :
HKFRS 16 Leases BEEVBmEEN HE
165
HK(FRIC)-Int 23 Uncertainty over Income Tax B (BBR0E  EHEEZ
Treatments ERE THEE 1
ZEw)
— B EFE2BH
Amendments to HKFRS 9 Prepayment Features with ERMBREEN REARME R
Negative Compensation FORHERT BRI
Amendments to HKAS 19 Plan Amendment, Curtailment or BEGFEL FHENBET MR
Settlement E19RAIBET ®5
Amendments to HKAS 28 Long-term Interests in B E R ER REE AR G E
Associates and Joint Ventures 285K B R] TENRAER
Amendments to HKFRSs ~ Annual Improvements to AR BRE BRI E AR
HKFRSs 2015-2017 Cycle ER BT 2015 £20174F
B FESHE
HKFRS 16 Leases BB KB ERE 165 HE
The Group has changed its accounting policies following the RNEENR2019F1A1BEMNE S
adoption of HKFRS 16 on 1 January 2019. B REERF16H B E g K
& o
The Group leases office under non-cancellable operating leases 255 B AR ¥R A B4 I JE i A9 T AT
expiring within 3 years. The lease agreements do not impose any HEEHEHRASTE -HEWZE
covenants, but leased assets may not be used as security for TEENERNEHE BERAENE
borrowing purposes. ETRECENEMRSR -
A lease is recognised as a right-of-use asset and a HETHEEAENHASEFRZ
corresponding liability at the date at which the leased asset is AR LSEHREEE RAEER
available for use by the Group. Each lease payment is allocated —HBE - SEHENREREE
between the liability and finance cost. The finance cost is Rt & Az EEH 5B - BE K
charged to profit or loss over the lease period so as to produce AREHATESFROR  BLS
a constant periodic rate of interest on the remaining balance of EHHRMAEREN RN X —
the liability for each period. The right-of-use asset is depreciated B FRABREEREERFAFH
over the shorter of the asset’s useful life and the lease term on a R (UREERBE)NERE
straight-line basis. weE-
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2. Basis of preparation and accounting policies
(Continued)

@

Application of new and amendments to HKFRSs
(Continued)

Assets and liabilities arising from a lease are initially measured
on a present value basis. Lease liabilities include the net present
value of the following lease payments:

° fixed payments (including in-substance fixed payments),
less any lease incentives receivable;

° variable lease payment that are based on an index or a
rate;

° amounts expected to be payable by the lessee under
residual value guarantees;

° the exercise price of a purchase option if the lessee is

reasonably certain to exercise that option; and

° payments of penalties for terminating the lease, if the lease
term reflects the lessee exercising that option.

The lease payments are discounted using the interest rate
implicit in the lease, if that rate can be determined, or the
Group’s incremental borrowing rate.

Right-of-use assets are measured at cost comprising the
following:

o the amount of the initial measurement of lease liability;

° any lease payments made at or before the commencement
date less any lease incentives received;

° any initial direct costs; and

° any restoration costs.

Payments associated with short-term leases are recognised on

a straight-line basis as an expense in profit or loss. Short-term

leases are leases with a lease term of 12 months or less.

See Note 3 below for further details on the impact of the change
in accounting policy.
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2. Basis of preparation and accounting policies 2. WAEEERSFTBER @)
(Continued)

(b) Issued but not yet effective new and revised (b) EHEMEERERZFET RE
HKFRSs CHEC R
New standards and amendments to standards issued but B 28 M 18 18 R A2 U B 5T 2E Al R (8
not effective. A number of new standards and amendments RIS o /TR R AR B F] A
to standards have not come into effect for the financial year R2019F1 A1B RN T REE
beginning 1 January 2019, and have not been early adopted by MAER BERAEERBRALCE
the Group in preparing the unaudited condensed consolidated Z A BRARE B R IR B
financial statements. None of these is expected to have a MZEEARIEFT R -BREETRE
significant effect on the unaudited condensed consolidated EH B LT THEZ SRR R
financial statements of the Group based on the preliminary ERMBRI AT EHAEEBHRE
assessment made by management. ERERASEMERRERNERY

@,

(c) Estimates () ffEt
The preparation of unaudited financial statements requires the WERCEZTBEREERAQA
management of the Company to make judgements, estimates EEBYUYESTBRNER KA
and assumptions that affect the application of accounting HREBEERBEARK T OEEE
policies and the reported amounts of assets and liabilities, HHE Bt RRE - BERERA
income and expense. Actual results may differ from these A AR ZE e
estimates.
In preparing these unaudited condensed consolidated REEZERCEZERLERE VI
financial statements, the significant judgements made by WEREF - AAREEERAAS
the management of the Company in applying the Group’s SHBERELNE X HE LG
accounting policies and the key sources of estimation FFAREEMMBERRR DHEEE
uncertainty were the same as those that applied to the 2018F12A31B L FE LA B
consolidated financial statements for the year ended 31 WEMERAEMER -
December 2018.
In addition, the loss allowances for trade receivables and loan BEoh - R E 5 AR R % I B OB
receivables are based on assumptions about risk of default and BERETDEREGBEDRR K&EE
expected loss rates. The Group uses judgement in making these FEBEENRE -ASERED
assumptions and selecting the inputs to expected credit loss ZEBRREREEBHREEBIBME
calculation, based on the Group’s past history, existing market N ARSREAEBERNSRED
conditions as well as forward looking estimates at the end of KRB 40 8% - & AT R LA KR AT HE
each reporting period. M BT B H 2 B o
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Changes in accounting policies

As indicated in Note 2(a), the Group has adopted HKFRS 16
Leases retrospectively from 1 January 2019. In accordance with
the transitional provision under HKFRS 16, the Group has applied
the simplified transition approach, and all right-of-use assets were
measured at the amount of the lease liabilities on adoption (adjusted
for any prepaid or accrued lease expenses). Comparative figures for
the 2018 financial year have not been restated.

Impacts on transition

On adoption of HKFRS 16, the Group recognised lease liabilities in
relation to leases which had previously been classified as “operating
leases” under the principles of HKAS 17 Leases. These liabilities
were measured at the present value of the remaining lease payments,
discounted using the lessee’s incremental borrowing rate at
5.125% p.a. as of 1 January 2019.

The following table reconciles the operating lease commitments as
at 31 December 2018 to the opening balance for lease liabilities
recognised as at 1 January 2019:

BREENEE

B 2R AL BEE B201941
R1BREVHEMRE BB REEAFE16
SR BBEEMBHMELEAE 169 M A
BB AEEBEEERAGERERE M
BERAEEAEMZEMARNEEEBES
HitE (EREMENSEFHEERE
ERTAE) - 20180 BMFEM L B EH T
Rizk::3==g]

BESE
REME BN BIREERF165 K K
EEREABRESS S ERNF17HA
EMFRASBEAIKEHRE| HHEERR
HEAGE ZSBEERBTHHEENK
WEFE  WFEAERBEABE2019F1A
1HEF5.125%K) 35 = {8 3 F KB o

TERDA2018F12 A31 B K & H &%
FEEH2019F1A1AFMERNEEGEH
MiEtr 2 MROEEREBER:

HK$'000
FHET
Operating lease commitments disclosed 2018512 A31 H #: 58 AT & 10 E A I
as at 31 December 2018 6,982
Less: lease liabilities discounted at A RIS EERFRAENHEAE
relevant incremental borrowing rate (616)
Less: commitments relating to leases exempt from BB AR T EANHE R AR AE
capitalisation:
- short term leases with remaining lease term — 2 N ER2019F12 A318 8
ending on or before 31 December 2019 ZRIERMEHEE (298)
Less: other — exchange realignment WL H A —[E K R (29)
Lease liabilities recognised as at 1 January 2019 R2019F1 A1 ERNEEGE 6,039

HREEKEAERAT 20198 F=FEHE 9



Changes in accounting policies (Continued)

Impacts on transition (Continued)

All right-of-use assets were measured at the amount equal to the
lease liability, adjusted by the amount of any prepaid or accrued lease
payments relating to that lease recognised in the unaudited condensed
consolidated statement of financial position as at 31 December 2018.
The impact on transition is summarised as below.

SITBERNEE (@)

BESE (#)
FTEFERAEEEYNUREREESREN
£t 8 WIRMN2018F12A31 B A K
EZERASRAVERIEERONEES
BOTWEMREFAENRESEENT
A -WRENTEHMMT -

1 January 2019

20191 A1H

HK$’000

FAET

Rights-of-use assets FERAEEE 6,039
Lease liabilities MEaE 6,039

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

The movements of the carrying amounts of the Group’s right-of-use
assets and lease liabilities for the nine months period ended are set out
below:

RABERBRAGS M BIRR KK
AEELERGSBRERANEIN

b8

AEERHENER LHENEREEE
REEABNREEZSHHINMT

Right-of-use
assets - Lease
building liabilities

EREEE
—EF HEERE
HK$'000 HK$'000
FHET FHET
As at 1 January 2019 201941818 6,039 6,039
Termination Ak (320) (324)
Remeasurement E (92) (92)
Depreciation expense TERXZ (1,441) -
Interest expense F BRI - 215
Payments (N - (1,416)
As at 30 September 2019 #2019 9H30H 4,186 4,422

The Group recognised rental expense from short-term leases of
approximately HK$293,000 for the nine months period ended 30

September 2019.
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Changes in accounting policies (Continued)

Amounts recognised in the unaudited condensed
consolidated statement of financial position and
unaudited condensed consolidated statement of profit or
loss (Continued)

In applying HKFRS 16 for the first time, the Group has used the
following practical expedient permitted by the HKFRS 16:

o the exclusion of initial direct costs for the measurement of the
right-of-use asset at the date of initial application.

° account for leases for which the lease term ends within 12
months of the date of initial application as short term lease. In
this case, a lessee:

(i) accounts for those leases in the same way as short-term
leases; and

(i includes the cost associated with those leases within the
disclosure of short-term lease expense that includes the
date of initial application;

° used hindsight in determining the lease term where the contract
contains options to extend/terminate the lease;

o applied a single discount rate to a portfolio of leases with
reasonably similar characteristics (such as leases with a similar
remaining lease term for a similar class of underlying asset in a
similar economic environment).

Upon adoption of HKFRS 16, principal elements of lease payments
and related interest portion have been classified within financing
activities.

Saved for the above, the significant accounting policies that have been
used in the preparation of the unaudited condensed consolidated
financial statements for the nine months ended 30 September 2019
are consistent with those followed in the preparation of the Group’s
consolidated financial statements for the year ended 31 December
2018 included in the Annual Report 2018.
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Revenue

Revenue represents the net invoice value of goods sold after
allowances for returns and trade discounts, the value of services
rendered, interest income from Money Lending Business and revenue
generated in Supply Chain Business during the period. An analysis of

the Group’s revenue for the period is as follows:

4. Wz

WaER AR EERE ST EE
BZHEERFE RERKOEE K
BEEBEEZMEBRARBRERBERBE
R ARE 2 BARKE AT :

Unaudited Unaudited
REER RIBER
Three months ended Nine months ended
30 September 30 September
HZ9A30AIL3MAEA BZ9A30R LA
2019 2018 2019 2018
2019 20184 20195 20184
HK$’000 HK$'000 HK$’000 HK$'000
TERT TAT TER TR
Revenue from contracts with REEFEHAZHE
customers
Sale of ICs HEERBR 1,176 4,157 6,163 10,504
Provision of ASIC Service REASICHR % - 894 394 1,703
Provision of Property Management REMEEERS
Services 8,061 9,554 25,936 29,604
Supply Chain Business ISR 831 - 831 -
Revenue from other sources REHMRRZ K&
Interest income from Money BEEH2FBRA
Lending Business 4,810 5,262 14,200 15,271
14,878 19,867 47,524 57,082
Other income 5. Hflg A
Unaudited Unaudited
REER RCER
Three months ended Nine months ended
30 September 30 September
B Z9A30A LL3MEA EZE9A30HLAR
2019 2018 2019 2018
20195 20185 2019% 2018%F
HK$’000 HK$'000 HK$’000 HK$'000
TER THT TER AT
Interest income from: FIBHA
- Bank deposit -BRAFER 2 2 7 10
- Others —Hfb 327 200 1,033 530
Sundry income MIERA 19 145 229 260
348 347 1,269 800
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6. Other gains and (losses) 6. HftlhzmRk (EE)

Unaudited Unaudited
ARER RCER
Three months ended Nine months ended
30 September 30 September
B Z9A30A IL3ME A BZ9A30H LA
2019 2018 2019 2018
20195 2018%F 2019F 2018%F
HK$’000 HK$'000 HK$'000 HK$'000
TER THT TER FET
Loss on disposal of property, HENE BERZEZ
plant and equipment, net BiE 38 @ - @) -
Exchange gain/(loss) Bk () 2 (38) 4 (29
Reversal of impairment loss on EWE ZEFRERERD
trade receivables - 7 - 13
Gain on termination of lease BILEEWES - - 3 -
= (31) 5 (16)
7. Finance cost 7. HKEHA
Unaudited Unaudited
REER RBER
Three months ended Nine months ended
30 September 30 September
B Z9A30A L3E A BZE9A30H LA A
2019 2018 2019 2018
20195 2018%F 2019%F 20184
HK$’000 HK$'000 HK$’000 HK$'000
TER TAT TER FTET
Interest expense on lease liabilities HEAREZAERR 82 - 215 -

HREEKEARAT 20198 F=FEHE 13



8. Profit before tax 8. KRFiAIEF

The Group's profit before tax is arrived at after charging: AEE R BB ANE M &2k
Unaudited Unaudited
REEY REER
Three months ended Nine months ended
30 September 30 September
B Z9A30H L3E A HZ9A30H LA A
2019 2018 2019 2018
20195 2018%F 2019%F 20184
HK$’000 HK$'000 HK$’000 HK$'000
TERT TAEL TER TET
(a) Staff costs (@ BIRE
Staff costs including directors’ BEEEMENETIRA
emoluments
- Salaries, allowances and ~Fe EUREVREF
benefits in kind 3,005 4,560 12,283 13,506
— Retirement benefits contributions —RIRBA 215 312 786 925
3,220 4,872 13,069 14,431
(b) Other items (b) HiEER
Auditor’s remuneration 1% 816 5 A
— Audit services —BH RS 163 153 488 461
— Non-audit services — B RB - - 170 -
Cost of inventories recognised BRARAIMFER K
as expense” 1,023 2,768 4,874 7,154
Cost of services ARG A 5,771 4,080 14,011 12,800
Depreciation on right-of-use assets FREEENE 518 - 1,441 -
Depreciation on property, ¥ BELEETE
plant and equipment 109 384 511 1,130
Design and development costs BC R - 258 522 753
Legal and professional fee EREREXER 453 701 1,940 1,550
* including a reversal of provision of approximately HK$488,000 for slow- * BEEZE2019F9A30H L9AAMNRAEFE
moving and obsolete inventories during the nine months ended 30 1R 1218 I R R E A /) £9488,0007% Tt
September 2019 (nine months ended 30 September 2018: provision of E# B (# £2018F9A30H 1EOfE A : #
approximately HK$23,000). #%#923,000/8 7T) °
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9. Income tax expense 9. FBHMEX
Unaudited Unaudited
ARER RCER
Three months ended Nine months ended
30 September 30 September
B Z9A30A IL3ME A BZ9A30H LA
2019 2018 2019 2018
20195 2018%F 2019F 2018%F
HK$’000 HK$'000 HK$'000 HK$'000
TER THT TER FET
Current tax: BNERRIE -
- Hong Kong Profits Tax —BENER 320 561 698 1,590
- PRC Enterprise Income Tax —HEPEMER 355 1,123 1,610 3,467
Overprovision in prior years BEFEHRERE (20) - (20) -
655 1,684 2,288 5,057

On 21 March 2018, the Hong Kong Legislative Council passed The
Inland Revenue (Amendment) (No. 7) Bill 2017 (the “Bill”") which
introduces the two-tiered profits tax rates regime. The Bill was signed
into law on 28 March 2018 and was gazette on the following day.
Pursuant to the two-tiered profits tax rates regime, the first HK$2
million of assessable profits of the qualifying group entity will be taxed
at 8.25%, and assessable profits above HK$2 million will be taxed at
16.5%. The assessable profits of group entities not qualifying for the
two-tiered profits tax rates regime will continue to be taxed at a flat
rate of 16.5%.

Accordingly, the Hong Kong Profits Tax of Easy Loan Finance Limited
is calculated at 8.25% on the first HK$2 million of the estimated
assessable profits and at the rate of 16.5% on the estimated
assessable profits above HK$2 million for the period.

Under the Law of the PRC on Enterprise Income Tax (“EIT”) and
Implementation Regulation of the EIT Law, the tax rate of the PRC
subsidiaries is 25% (2018: 25%) except for IU)I| T EEE B AR
A7) and PU)I| B ETEZE =Y ¥ E E AR A 7 which are entitled to a
preferential tax rate of 15% according to the PAEF AR EFTEHE
R during the period until 31 December 2020.

No provision for income tax in other jurisdictions has been made as the
Group had no assessable profit in other jurisdictions during the period.
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10.

11.

12.

Dividends 10. RE
The directors do not recommend the payment of an interim dividend EXTERREEE2019F k201859
for the nine months ended 30 September 2019 and 2018. A30H IF9@ A 2 HARR B -
Earnings per share 1. SREF
Basic and diluted earnings per share is calculated by dividing the RERREFRF HREBEHAARRD A
profit attributable to owners of the Company by the weighted average BAH ARG GEFBRABETEBR 2 M
number of ordinary shares in issue during the period. EFHEETH -
Unaudited Unaudited
ARER RIBER
Three months ended Nine months ended
30 September 30 September
HZ9A30A LL3ME A HZ9A300 Lof A
2019 2018 2019 2018
20195 20184 20195 20184
HK$’000 HK$'000 HK$’000 HK$'000
THT THL TR FiET
Profit attributable to owners of ARRHEB ANELEF
the Company 2,621 3,955 7,767 10,983
Number of shares
BHEE
2019 2018 2019 2018
2019%F 2018%F 2019%F 20185
’000 '000 ’000 '000
TR T T8 Tk
Weighted average number of ERTLBRINET A
ordinary shares in issue 1,397,782 1,397,782 1,397,782 1,397,782
There were no outstanding share options as at 30 September 2019 20194 &2018F9A30H » I & i &
and 2018 and have no potential dilutive ordinary share in issue. TEMERE T ELBEEEENE
ZBEBETL@ER-
Comparative figures 12. HREF

The Group has initially applied HKFRS 16 at 1 January 2019. Under
the transition method chosen, comparative information is not restated.
Further details of the changes in accounting policies are disclosed in
note 3.
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MANAGEMENT DISCUSSION AND ANALYSIS

During the first three quarters of 2019, the principal activities of the Group
are: (1) the provision of IC solutions and the design, development and sales
of ICs; (2) money lending business in Hong Kong through the provision
of unsecured and secured loans to customers, including individuals and
corporations under the provisions of the Money Lenders Ordinance; (3) the
provision of investment and planning consulting service, real estate agent,
property management services and car parking management services in
the PRC; and (4) the provision of sourcing and distribution of construction
materials and supply chain management services business in the PRC.

Business Review

IC Business

The Group sells IC under its own brand name “MiniLogic” and provides
application specific IC service (the “ASIC Service”) in design and
development of tailor-made IC to its customers. The Group also provides
tailor-made IC solutions and sells tailor-made ICs to customers under the
ASIC Service business section (the “ASIC Section”); and independently
develops and sells generically-applicable ICs for sale in the market under the
MiniLogic Brand IC business section (the “Standard IC Section”).

During the first three quarters of 2019, the research and development teams
completed and launched 7 new IC models. The Group had 11 new IC
models under development and customer evaluation. The completion of the
development of several new IC models has been extended as the process
was prolonged due to customer evaluation, acceptance and modification
work. Developing IC products with suitable technology that appeal to the
market is essential for the growth of IC business. This can also expand the
range of the IC products and maintain our competitiveness in IC Business.

ASIC Section

Under the ASIC Section, the major products are Electronic Cigarette ICs,
DVD Player ICs, Power Management ICs and Motor Driver ICs. 6 new IC
models launched for the first three quarters of 2019. Due to the downward
pressure in the IC industry, revenue from all major products decreased when
compared to the same period last year. Revenue from the ASIC products
decreased from approximately HK$7.2 million for the first three quarters of
2018 to approximately HK$3.1 million for that of 2019.
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At the same time, revenue from the provision of ASIC Service decreased
from approximately HK$1.7 million for the first three quarters of 2018 to
approximately HK$0.4 million for that of 2019. Due to the decrease in
revenue from the ASIC products, including Power Management ICs, DVD
Player ICs, Electronic Cigarette ICs and CCD Surveillance System ICs, the
overall revenue from the ASIC Section dropped from approximately HK$8.9
million for the first three quarters of 2018 to approximately HK$3.4 million for
that of 2019.

Standard IC Section

Under the Standard IC Section, the major products are LCD Driver ICs
for instrument panel and Power Management ICs. A new IC model was
launched for the first three quarters of 2019. The overall revenue from
the Standard IC Section was approximately HK$3.1 million for the first
three quarters of 2019, similar to that of the corresponding period in 2018
approximately HK$3.3 million.

Money Lending Business

The Group engages in the Money Lending Business, such as providing
secured and unsecured loans to customers comprising individuals and
corporations to earn interest income. The revenue from the Money Lending
Business for the first three quarters of 2019 was approximately HK$14.2
million, which accounted for 29.9% of the Group’s total revenue for the
period. It representing a decrease of HK$1.1 million or 7.0% as compared to
approximately HK$15.3 million of the same period in 2018. The outstanding
principal amount of loan receivables as at 30 September 2019 was
approximately HK$180.8 million. The slightly decrease in revenue was mainly
attributable to the decrease in average interest rate in the Money Lending
Business. While the loans and interest receivables balance (before allowance
for expected credit losses) slightly increased by approximately 6.6% to
approximately HK$180.9 million for the nine months ended 30 September
2019 as compared to approximately HK$169.6 million for the corresponding
period in 2018.
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Property Management Business in the PRC

The Group has also entered into the property management industry in the
PRC and provides a broad range of property management services to
property developers and property owners since 20 January 2017.

Property Management Services

Through providing the property management services to property owners
and residents such as pre-delivery services, move-in assistance services,
security, cleaning, gardening, repair and maintenance, the revenue of this
section increased from approximately HK$22.1 million for the first three
quarters of 2018 to approximately HK$22.3 million for that of 2019.

As at 30 September 2019, The Group has managed residential and non-
residential properties with an aggregate contracted gross floor area (“GFA”)
of approximately 57,000 and 155,000 square meters respectively. The total
contracted GFA means the sum of revenue-bearing GFA, undelivered GFA
and common area GFA.

Revenue-bearing GFA represented contracted GFA in relation to which the
collection of property management fees has started when a property has
been delivered or is ready to be delivered. In properties that have been
delivered or are ready to be delivered after delivery notices have been given
to the first group of property owners in such properties, property developers
would pay property management fees on unsold units until such units are
sold.

Undelivered GFA means contracted GFA in relation to which the collection of
property management fees has not started because the relevant property is
not ready to be delivered.

Common area GFA includes pathways, garden, parking lots, and
advertisement bulletin boards.

Property Real Estate Agency Services

The property management team has provided the property real estate
agency services in respect of commercial and residential buildings in the
PRC. The revenue of this section decreased significantly from approximately
HK$1.3 million for the first three quarters of 2018 to approximately HK$0.4
million for that of 2019.
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Property Consulting Services

The property management team has also provided the property management
consultancy services to other property management companies such as
standardised operation, cost control and consultation. The revenue of this
section decreased from approximately HK$6.2 million for the first three
quarters of 2018 to approximately HK$3.3 million for that of 2019.

Supply Chain Business

During the nine months ended 30 September 2019, the Supply Chain
Business recorded a revenue of approximately HKDO0.8 million (the
corresponding period in 2018: N/A). The Group has entered into the Supply
Chain Business, which was commenced in the third quarter of 2019. The
Supply Chain Business has provided the sourcing and distribution of,
including but not limited to, construction materials and metal materials.
It provides value-added services including inventory management and
logistics support, to broaden the income stream from such business since
20 July 2019. Its customers include integrated infrastructure companies
in the People’s Republic of China. During the third quarter of 2019, the
management of Company, through established a new subsidiary in PRC, put
effort to expand the operation of this segment.

Financial Review

Revenue, Cost of Sales and Services and Gross Profit

The total revenue of the Group decreased from approximately HK$57.1
million for the first three quarters of 2018 to approximately HK$47.5 million
for that of 2019, representing a decrease of approximately HK$9.6 million.
The decrease in revenue was mainly attributed to the net effect of (i) a
decrease in revenue from the IC business of approximately HK$5.7 million as
a conseguence of the shrinkage in the scale of IC industry; (i) a decrease in
revenue of approximately HK$3.9 million collectively from property real estate
agency services and property consulting services as a result of decrease
in demand of property real estate agency services and property consulting
services.

Cost of sales and services of the Group mainly incurred from the IC
Business, Supply Chain Business and the Property Management Business
amounting to approximately HK$20.0 million for the first three quarters of
2018 to approximately HK$18.9 million for that of 2019.
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The Group’s gross profit margin as a percentage of revenue decreased from
65.0% for the first three quarters of 2018 to 60.3% for that of 2019. The
Group’s gross profit for the first three quarters of 2019 was approximately
HK$28.6 million, down from approximately HK$37.1 million recorded in the
first three quarters of 2018.

Expenses
Staff costs of the Group slightly decreased from approximately HK$14.4
million for the first three quarters of 2018 to approximately HK$13.1 million
for that of 2019, which was mainly due to decrease in number of staff in
headquarter.

Depreciation of the Group increased from approximately HK$1.1 million for
the first three quarters of 2018 to approximately HK$2.0 million for that of
2019, which was mainly due to the depreciation on right-of-use assets after
the coming into effect of HKFRS 16.

Operating lease rental of the Group decreased from approximately HK$1.9
million for the first three quarters of 2018 to approximately HK$0.3 million
for that of 2019, which was mainly due to the change in accounting policies.
Details of changes in accounting policies are disclosed in note 3.

Other operating expenses of the Group slightly increased from approximately
HK$5.2 million for the first three quarters of 2018 to approximately HK$5.3
million for that of 2019.

The finance costs of the Group for the first three quarters of 2019 mainly
comprise interest on the lease liability after the coming into effect of HKFRS
16. Finance costs increased approximately HK$0.2 million for the first three
quarters of 2019 (first three quarters of 2018: Nil).
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Profit Attributable to Owners of the Company

The consolidated profit attributable to owners of the Company for the
first three quarters of 2019 was approximately HK$7.8 million, down from
approximately HK$11.0 million recorded in the first three quarters of 2018.
The decrease was mainly attributable to () the shrinkage in the scale
of IC industry; (i) a decrease in demand of property real estate agency
services and property consulting services; and (iiij an increase in allowance
of expected credit losses on trade receivables and loans receivables
respectively.

Significant Investments held, Material Acquisitions and
Disposals of Subsidiaries, and Future Plans for Material
Investments or Capital Assets

On 11 April 2019, Sichuan Western Asset Management Co., Ltd.* (I4)I|
BEBEEEERERBMRAF),
Company, as the prospective purchaser and Chengdu Wanlifeng Investment
Co., Ltd.* (RRA B LK EHFPR AT, as the prospective vendor, entered
into a memorandum of understanding (‘“MOU”) in relation to the proposed
acquisition of 100% of the issued share capital of Chengdu Western
Management Co., Ltd. ( &P B T84S & I B R A F2 7)) . Details of the
MOU are set out in the Company’s announcement dated 11 April 2019, 10
June 2019 and 17 October 2019 respectively. The MOU has lapsed and the
second MOU has been signed as at the date of this Report. It is the intention
of the prospective vendor and the prospective purchaser to continue to
discuss and negotiate the terms on the proposed acquisition.

an indirectly wholly-owned subsidiary of the

Apart from those disclosed in the sections headed “Significant Investments
held, Material Acquisitions and Disposals of Subsidiaries, and Future Plans
for Material Investments or Capital Assets” in this report, the Group did
not have any other material acquisition, disposal and significant investment
during the period ended 30 September 2019.

* For identification purpose
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Outlook

In 2019, market competition will be even more intense and will feature
more challenges and uncertainties. The management of the IC Business
expects the business environment for the IC Business in the remaining of
the year 2019 to remain challenging. Major existing customers have been
experiencing stagnant and hence reassessing their sourcing strategies. The
IC Business is anticipating strong challenge due to the trade tensions and
economic uncertainties.

For Money Lending Business, we will keep a cautious and prudent approach.
The Group will continue to employ prudent credit control procedures and
strategies to hold a balance between the business growth and the risk
management of the Money Lending Business although this segment is still
faced fierce competition.

The Group has kept expanding in the property management market and has
endeavoured to develop and expand the property management business in
the PRC, as a result the property management business has become the
main income stream of the Group, and representing approximately 54.6% of
the total revenue of the Group for the first nine months of 2019.

The Group will continue to expand its Supply Chain Business in the PRC,
and expects to have a growth on the supply chain service on the provision of
construction materials. The Group aims to increase its revenue by enhancing
the varieties of products, strengthening the marketing efforts and broadening
the customer base.

Although the economy is full of uncertainty affected by the ongoing United
States-China trade argument and the unstable political environment, the
management will keep exercising prudency to safeguard the resources and
achieve a steady and stable growth of the Group, and enhance the returns to
the shareholders of the Company.
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DIRECTORS’ AND CHIEF EXECUTIVES’
INTERESTS AND SHORT POSITIONS IN
SHARES, UNDERLYING SHARES AND
DEBENTURES OF THE COMPANY OR ANY
ASSOCIATED CORPORATION

As at 30 September 2019, the interests and short position of the Directors
and chief executive of the Company in the shares, underlying shares and
debentures of the Company and any of its associated corporations (within
the meaning of Part XV of the Securities and Futures Ordinance (‘SFQ”)),
which were required (a) 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 are taken or deemed to have under
such provisions of the SFO), or (b) to be and were entered in the register
required to be kept by the Company pursuant to section 352 of the SFO, or

EERBESITBRASRALF
S EMEBEEZENR{D  HE
RORBESHNEZERAR

M2019F9A30H R ABEERZERITHAER
RARB REFMABE LR (EERFBHRBE
Bl ([EHREEED]) BEXVED) 2 B n - A5
&0 REH A @IBEEF RIS GRIIEXVED
FTREDEAMERNRA R RO RAR
(BEREESFRABRIZERESHEE

AR REE 2R IORE)  RORIERE F M
BRPIFEB2GABTLNARRRFEZE M
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(c) as otherwise notified to the Company and the Stock Exchange pursuant — ZE5.6815R E 8 R1THE AN B LB a0
to the Rules 5.46 to 5.68 of the GEM Listing Rules, were as follows: MABITR:
Long and Short Position HERKXKE
Ordinary shares and underlying share of the Company RATWEER KR AERER G
Approximate
Number of percentage of
the Company’s total issued
Capacity/ issued ordinary shares capital of
Name of Directors Nature of interests shares held the Company
(Note 1) (Note 2)
FriEa<A &l LR NN
ERITEER EEITRAEHN
EEne B MY BReBHA AR
(HF5E1) (Mt7E2)
Executive Directors
HITES
Mr. Zhang Qing Personal interest 4,000,000 (L) 0.29%
RE KA B A= 4,000,000 (#F)
Mr. Lau Mo Interest of a controlled corporation (Note 3) 810,400,526 (L) 57.98%
800,400,526 (S) 57.26%
BIR kA& RiEthEEER (HE3) 810,400,526 (4F)
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Notes:

1. The number of the Company’s total issued ordinary shares as at 30 September
2019 was 1,397,782,400. The letter “L” denotes long positions in the shares
and underlying shares of the Company and the letter “S” denotes short
positions in the shares and underlying shares of the Company.

2. The percentages are calculated on the basis of 1,397,782,400 ordinary shares
of the Company in issues as at 30 September 2019.

3. Mr. Lau Mo is the beneficial owner of all of the issued share capital of
Champsword Limited, and is therefore deemed to be interested in the
800,400,526 ordinary shares of the Company in which Champsword Limited is
beneficially interested. As disclosed in the announcement of the Company dated
16 November 2018, Champsword Limited had executed on 13 November
2018 a charge over its 800,400,526 ordinary shares of the Company in favour
of Zhongtai Financial Investment Limited as security for certain senior secured
note issued by Champsword Limited and subscribed by Zhongtai Financial
Investment Limited.

On 26 June 2019, a deed of assignment was entered into between Zhongtai
Financial Investment Limited and Zhongtai Dingfeng Classified Fund SP whereby
Zhongtai Financial Investment Limited has agreed to assign its security interest
to Zhongtai Dingfeng Classified Fund SP. Zhongtai Dingfeng Classified Fund SP
thus has security interest over the 800,400,526 ordinary shares of the Company.

On 25 September 2019, Champsword Limited has acquired 10,000,000
ordinary Shares of the Company from off market at a price of HK$0.088 per
share of the Company. Champsword Limited, therefore, held an aggregate of
810,400,526 ordinary shares of the Company.

Save as disclosed above, as at 30 September 2019, so far as is known
to the Directors or Chief Executive Officer of the Company, none of the
Directors and chief executive of the Company had any interests or short
positions in any shares, underlying shares or debentures of the Company
or any of its associated corporations (within the meaning of Part XV of the
SFO) which (a) 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 were taken or deemed to have under
such provisions of the SFO), or (b) were required, pursuant to section 352 of
the SFO, to be entered in the register referred to therein, or (c) were required,
pursuant to Rules 5.46 to 5.68 of the GEM Listing Rules to be notified to the
Company and the Stock Exchange.
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SUBSTANTIAL SHAREHOLDERS’ AND
OTHER PERSONS’ INTERESTS AND
SHORT POSITIONS IN THE SHARES AND
UNDERLYING SHARES OF THE COMPANY

As at 30 September 2019, so far as is known to the Directors or chief
executive officer of the Company, the following persons or corporations
(other than a Director or chief executive of the Company) had interests or
short positions in the shares and underlying shares of the Company as
recorded in the register required to be kept by the Company pursuant to 336
of the SFO:

Long and Short Positions

Ordinary shares of the Company

Name of shareholders Capacity/Nature of interests

Total number of the

ordinary shares held

ETERAREMALRE LT
BREOoREERGHNEZR AR
MR2019F9A30H AR RMEMEF KT
BETA RRRREES RS IE5 5336

BEENELMESE  UTALTIEE (RAE
RAMEZEREHTHABN) EEARAR
D RARRAR D RS SO B

LS

Approximate
percentage of total
issued share capital
of the Company

Company’s issued

(Note 1) (Note 2)
SN EARATR
ERTEBER EEITRAEHN
BRESRE R Bin RHEHEE IR BRABED L
(&) (MF5E2)
Champsword Limited Beneficial owner (Note 3) 810,400,526 (L) 57.98%
800,400,526 (S) 57.26%
Champsword Limited BEmER A (E3) 810,400,526 (4F)
800,400,526 (%)
Mr. Lau Mo Interest of a controlled corporation (Note 3) 810,400,526 (L) 57.98%
800,400,526 (S) 57.26%
BIR kA& RiEdhEEER (H5E3) 810,400,526 (4F)
800,400,526 (%)
Qilu International Funds SPC  Person having a security interest in shares 800,400,526 (L) 57.26%
(acting for and on behalf of ~ (Note 3)
Zhongtai Dingfeng Classified
Fund SP) (“Qilu”)
Qilu International Funds PR R BRI AL (HF3) 800,400,526 (#F)
SPC (& K&K 5 Zhongtai
Dingfeng Classified Fund SP
75) (IQilu )
Zhongtai International Asset  Investment manager (Note 4) 800,400,526 (L) 57.26%

Management Limited

THREBREETRERAR RELIE (HE4)
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Notes:

The number of the Company’s total issued ordinary shares as at 30 September
2019 was 1,397,782,400. The letter “L” denotes long positions in the shares
and underlying shares of the Company and the letter “S” denotes short
positions in the shares and underlying shares of the Company.

The percentages are calculated on the basis of 1,397,782,400 ordinary shares
of the Company in issues as at 30 September 2019.

Mr. Lau Mo is the beneficial owner of all of the issued share capital of
Champsword Limited, and is therefore deemed to be interested in the
800,400,526 ordinary shares of the Company in which Champsword Limited is
beneficially interested. As disclosed in the announcement of the Company dated
16 November 2018, Champsword Limited had executed on 13 November
2018 a charge over its 800,400,526 ordinary shares of the Company in favour
of Zhongtai Financial Investment Limited as security for certain senior secured
note issued by Champsword Limited and subscribed by Zhongtai Financial
Investment Limited.

On 26 June 2019, a deed of assignment was entered into between Zhongtai
Financial Investment Limited and Zhongtai Dingfeng Classified Fund SP whereby
Zhongtai Financial Investment Limited has agreed to assign its security interest
to Zhongtai Dingfeng Classified Fund SP. Zhongtai Dingfeng Classified Fund SP
thus has security interest over the 800,400,526 ordinary shares of the Company.

On 25 September 2019, Champsword Limited has acquired 10,000,000
ordinary Shares of the Company from off market at a price of HK$0.088 per
share of the Company. Champsword Limited, therefore, held an aggregate of
810,400,526 ordinary shares of the Company.

Zhongtai International Asset Management Limited is the fund manager of Qilu,
as such it is deemed to be interested in all the shares Qilu is interested pursuant
to the SFO.

Save as disclosed above, as at 30 September 2019, so far as is known to
the Directors and chief executive officer of the company, and based on the
public records filed on the website of Hong Kong Exchanges and Clearing
Limited and records kept by the Company, no other persons or corporations
(other than Directors and Chief Executive Officer of the Company) had
interests or short positions in the shares or underlying shares of the
Company as recorded in the register required to be kept by the Company
under section 336 of the SFO.
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SHARE OPTION SCHEME

The Company has adopted a share option scheme (the “Share Option
Scheme”) on 16 May 2012 (“the Adoption Date”). Share Option Scheme will
remain in force for a period of 10 years effective from 10 July 2012 of the
scheme and will expire on 9 July 2022.

The purpose of the Share Options Scheme is to provide incentives to the
participants. The participants of the Share Option Scheme, as absolutely
determined by the Board, include:

@)

any employee (whether full time or part time employee, including any
executive directors) of any member of the Group or any entity in which
the Group holds any equity interest (“Invested Entity”);

any non-executive directors (including independent non-executive
directors) of any member of the Group or any Invested Entity;

any supplier of goods or services to any member of the Group or any
Invested Entity;

any customer of any member of the Group or any Invested Entity;

any person or entity that provides research, development or other
technological support to any member of the Group or any Invested
Entity;

any shareholder of any member of the Group or any Invested Entity or
any holder of any securities issued by any member of the Group or any
Invested Entity; and

any adviser (professional or otherwise) or consultant to any area of
business or business development of any member of the Group or any
Invested Entity.
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The maximum number of shares in respect to which options may be granted
under the Share Option Scheme shall not exceed 10% of the issued share
capital of the Company on the date of adopting the Share Option Scheme.
The limit may be refreshed at any time provided that the new limit must not
be in aggregate exceed 10% of the issued share capital of the Company as
at the date of the shareholders’ approval in general meeting. However, the
total number of shares which may be issued upon exercise of all outstanding
options granted and yet to be exercised under the Share Option Scheme
and any other scheme of the Company must not in aggregate exceed 30%
of the shares in issue from time to time. The maximum number of shares in
respect of which options may be granted to any individual in any 12-month
period shall not exceed 1% of the shares in issue on the last date of such
12-month period unless approval of the shareholders of the Company
has been obtained in accordance with the GEM Listing Rules. A nominal
consideration of HK$1 is payable on acceptance of the grant of an option.

Options may be exercised at any time from the date of grant of the option
to the 10th anniversary of the date of grant as may be determined by the
Directors. The exercise price is determined by the Directors, and will not be
less than the highest of (i) the closing price per share as stated in the Stock
Exchange’s daily quotations sheets on the date of the grant of the options; (i)
the average closing price per share as stated in the Stock Exchange’s daily
quotations sheets for the five business days immediately preceding the date
of the grant of the options; or (i) the nominal value of a share.

The refreshment of scheme mandate limit of the Scheme (the “Refreshment
of Scheme Mandate Limit”") was approved by the shareholders of the
Company at the Company’s annual general mesting held on 3 May 2019
and with effect from 7 May 2019. Details of the Refreshment of Scheme
Mandate Limit are set out in the section headed “Letter from the Board” to
the circular of the Company dated 29 March 2019.

For the nine months ended 30 September 2019, no share option was
granted, exercised, expired or lapsed and there is no outstanding share
option under the scheme.
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CHANGE IN INFORMATION OF DIRECTOR

Pursuant to Rule 17.50A(1) of the GEM Listing Rules, the changes in details
of the Directors’ information subsequent to the date of the annual report of
the Company for the year ended 31 December 2018 are set out below:

1. Mr. Ko Yin Wai retired from office as an independent non-executive
Director and Dr. Gao Jinkang has been appointed as an independent
non-executive Director upon conclusion of the annual general meeting
held on 3 May 2019 (the “AGM”).

2. Dr. Sung Tak Wing Leo was resigned on 22 May 2019 as an executive
Director and chief executive officer of the Company (the “CEQ”),
meanwhile, Mr. Zhang Qing was appointed as the CEO.

3. Mr. Liu Kam Lung was resigned on 1 October 2019 as an independent
non-executive Director of Pak Tak International Limited (Stock Code:
2668) and ceased to be the chairman of each of the audit committee,
the nomination committee and the remuneration committee of Pak Tak
International Limited.

Save as disclosed above, there are no other matters required to be disclosed
pursuant to Rule 17.50A(1) of the GEM Listing Rules.

PURCHASES, SALES OR REDEMPTION OF
THE COMPANY'’S LISTED SECURITIES

Neither the Company nor any of its subsidiaries purchased, sold or
redeemed any of the Company’s listed securities during the nine months
ended 30 September 2019.

INTEREST IN A COMPETING BUSINESS

During the nine months ended 30 September 2019, none of the Directors,
the controlling shareholders of the Company and their respective close
associates (as defined in the GEM Listing Rules) had any interest in any
business which competes or is likely to compete, directly or indirectly, with
the business of the Group and any other conflicts of interest with the Group.
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DIRECTORS’ SECURITIES TRANSACTIONS

The Company has adopted a code of conduct regarding securities
transactions by Directors (the “Model Code”) on terms no less exacting than
the required standard of dealings set out in Rules 5.48 to 5.67 of the GEM
Listing Rules. Upon specific enquiry made to all the Directors, the Company
was not aware of any non-compliance with the Model Code regarding
securities transactions by the Directors during the nine months ended 30
September 2019.

CORPORATE GOVERNANCE PRACTICES

The Group has committed to upholding high standards of corporate
governance. The Board considers that enhanced public accountability and
corporate governance are beneficial for the healthy growth of the Group,
improving customer and supplier confidence and safeguarding the interests
of shareholders of the Group.

The Board has continued to monitor and review the corporate governance
principles and practices to ensure compliance. The Company has adopted
the Corporate Governance Code (the “CG Code”) contained in Appendix
15 to the GEM Listing Rules as its own code and has complied with the CG
Code for the nine months ended 30 September 2019 except the following
deviations:

Under code provision A.6.7, independent non-executive directors and other
non-executive directors should also attend general meetings and develop a
balanced understanding of the views of shareholders.

- Mr. Ko Yin Wai (retired from office as an independent non-executive
Director on 3 May 2019) was unable to attend the AGM as he was
obliged to be away for his business matter.

According to code provision A.2.1 of the CG Code prescribed, among
others, the roles of chairman and chief executive should be separated and
should not be performed by the same individual.

Immediately after the resignation of the former CEO namely Dr. Sung Tak
Wing Leo on 22 May 2019, the chairman of the Board namely Mr. Zhang
Qing was appointed as the CEO as a temporary arrangement. The Company
will seek to comply with code provision A.2.1 by identifying and appointing a
candidate with suitable knowledge, skill and experience for the role of CEO in
the near future.
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AUDIT COMMITTEE

The audit committee of the Company (the “Audit Committee”) is currently
composed of 3 independent non-executive Directors, namely Mr. Cheung
Chi Man Dennis, Mr. Chiu Yu Wang and Dr. Gao Jinkang, and chaired by Mr.
Cheung Chi Man Dennis, who has appropriate professional qualifications and
experience as required by the GEM Listing Rules.

The Audit Committee has reviewed the unaudited condensed consolidated
financial statements of the Group for the nine months ended 30 September
2019, which is of the opinion that such statements comply with the
applicable accounting standards, the GEM Listing Rules and legal
requirements, and that adequate disclosure have been made.

By order of the Board
New Western Group Limited
Mr. Zhang Qing
Chairman and Executive Director

Hong Kong, 8 November 2019

As at the date of this report, the executive Directors are Mr. Zhang Qing,
and Mr. Lau Mo; the non-executive Director is Mr. Liu Kam Lung and the
independent non-executive Directors are Mr. Cheung Chi Man Dennis, Mr.
Chiu Yu Wang and Dr. Gao Jinkang.
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