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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 of the Stock
Exchange 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 Ziyuanyuan
Holdings 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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CONDENSED CONSOLIDATED STATEMENT OF PROFIT OR LOSS AND OTHER COMPREHENSIVE INCOME
FHGEREEREtEEKRER

For the three months and nine months ended 30 September 2019
BE—FE—NFAA=FHIL=IEARIEA

The board of Directors (the “Board”) hereby announces the e ([EBg) B AMARR REKE
unaudited condensed consolidated financial results of the Company RA([AEEDBE_Z-AFAA=TH
and its subsidiaries (the “Group”) for the three months and nine =AM NEA 2 REBIZBRFER S B 7%
months ended 30 September 2019, together with the comparative ¥E ERZTE-\FREAZCEBRARALEERZ

unaudited figures for the corresponding period in 2018, as follows: HFEMT:
Three months ended Nine months ended
BEUTHML=MA BEATHHLABA
30.9.2019 30.9.2018 30.9.2019 30.9.2018

ZB-0E it A2 “E-nE —E-)\F
hB=+A hR=+H AAZtA hA=+H
Notes RMB'000 RMB'000 RMB'000 RMB'000
izt ARBTR AREFTL AR®TR AREFT
(Unaudited) (Unaudited) (Unaudited) (Unaudited)
(RBEL) (REERZ) (REER) (RE&EZ)

Revenue g

— finance leasing services income -BERERBUMA 3 16,344 14,207 49,224 43,344
Bank interest income FATFEHA 4 98 19 111
Other gains and losses R AE Y i 65 614 75 614
Staff costs SIRA 7 (2,526) (2,345) (9,601) (5,870)
Impairment losses under expected credit ~ BHEREX ([BRERBX])

loss ("ECL") model, net of reversal BRAETZRESE

(miEm) 115 (211) (1,642) (1,876)

Listing expenses FWAEY - (1,306) - (4,883)
Other operating expenses HhEERY (2,933) (2,293) (10,466) (7.177)
Share of loss of an associate AMEBERRESR 4 (10) - (47) -
Finance costs RENK 5 (2,258) (2,492) (7,658) (8,670)
Profit before taxation BB A& A 8,801 6,272 19,904 15,593
Taxation HE 6 (2,337 (2,153) (6,024) (5,444)

Profit and total comprehensive income HREHR2ERARE

for the period 7 6,464 4,119 13,880 10,149
Earnings per share BRAMN
— Basic (RMB cents) ~-EX(ARES) 9 1 1 3 3
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CONDENSED CONSOLIDATED STATEMENT OF CHANGES IN EQUITY

BEEIEE - $ 8 -3 E S

For the nine months ended 30 September 2019
BEr —E—NFAA=FHILEA

Capital and
Share Share other Statutory Retained
capital premium reserves reserves profits Total
EXR
BA& REE it EERE REET -
RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
ARETT ARETR ARETR ARETT ARETT ARETR
(Note (i) (Note (ii))
(FzEi) (W Eii)
At 1 January 2019 (audited) RZZ-nE-A—-H°
(B5%) 33,839 84,435 133,023 5,392 26,709 283,398
Profit and total comprehensive income  EAE R & 2 E A 22 5
for the period - - - - 13,880 13,880
At 30 September 2019 (unaudited) ~ RA=F—AENA=1H
(REER) 33,839 84,435 133,023 5,392 40,589 297,278
At 1 January 2018 (audited) N-E-NE-F—-H
(8&8) 88 61913 133,023 2,814 12,382 210,180
Profit and total comprehensive income HREFI R 2 AR EE
for the period - - - - 10,149 10,149
Issue of new shares (Note iii) Bty (Fttii) 8,459 55,829 - - - 64,288
Issue of shares by capitalisation of ~ JAER(LEHEERZ
share premium account (Note iv) FAETHRA (MEiv) 25,292 (25,292) - - - -
Transaction cost attributable to the — E7/T#TIRIHELE 2
issue of new shares RPRA - (8,015) - - - (8,015)
At 30 September 2018 (unaudited) ~ A=E—-AEAA=1H
(REER) 33,839 84,435 133,023 2,814 22,491 276,602
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CONDENSED CONSOLIDATED STATEMENT OF CHANGES IN EQUITY
HRREREEER

For the nine months ended 30 September 2019
BEr —FE—NFAA=+HILNEA

Notes: LbE:

Capital and other reserves represents (i) the reserve arising from
the acquisition of 55% equity interest of Ziyuanyuan (Shenzhen)
International Finance Leasing Company Limited (“ZYY Finance
Leasing”), a subsidiary of the company, through acquisition of HK
Lixin Trade Co., Limited ("HK Lixin"); (ii) the difference between the
aggregate of the issued capital of HK Lixin and ZYY Finance Leasing
directly attributable to Mr. Zhang Junshen and Mr. Zhang Junwei, the
controlling individual shareholders of the Company (the “Controlling
Individual Shareholders”) and the net assets value of HK Lixin
upon insertion of the Company and Honor Global Holding Limited
as part of the group reorganisation; (iii) the consideration paid on
the acquisition of the remaining 45% equity interest of ZYY Finance
Leasing by HK Lixin from the Controlling Individual Shareholders;
and (iv) Hero Global Limited, an immediate holding company of the
Company, waived an amount due from HK Lixin, a subsidiary of the
Company, amounting to RMB68,000,000, which was accounted for
as a deemed capital contribution from a shareholder.

Pursuant to the articles of association of the subsidiaries established
in the People’s Republic of China (the “PRC"), it is required to
appropriate 10% or an amount to be determined by its directors
of its profit after taxation in accordance with the relevant PRC
regulations before any distribution of dividends to owners each
year to the statutory reserve until the balance reaches 50% of its
registered capital.

The Company'’s shares were listed on the GEM of the Stock Exchange
on 9 July 2018 and 100,000,000 ordinary shares were issued at
HK$0.76 per share on 9 July 2018 in connection with the listing of
the Company on GEM.

Pursuant to the written resolutions passed by the shareholders of
the Company on 12 June 2018, upon completion of the share offer
on 9 July 2018, the Company was authorised to capitalise a sum of
HK$29,899,000 standing to the credit of the share premium account
of the Company and applied such amount to pay up in full at par of
298,990,000 ordinary shares of the Company.

BEARRHEAMBEREONABRBKBEESELEE
SERAR ([BFBLE]) MKEAR RN
BRrAlExx ORY)BEFERERERRA
AI([ETTMERE])NS5%IEmEE
B (AR AP AR A B SR8 R e A4
RiREELE (EREARRE]) EEREL
EBNERETTREARENDEITRAL
BHHESFMARNA R RERERERGRA A
EREEEHE—BOENEBILEEEFE
ZEBERE: (BB L ERZEREARE
WIS T B E H E R T 45% AR AE M 2 Y
B R(v)ARR R EEER A Hero Global
Limited®A % EUL AR 12 B KT BB A Bl BB L EH
I A R #68,000,0000T  H ARG AR AE

BERPEARLME ([HE])RKSZHH
BARmMEBERMY SFAEE ADIK
EABEA - AR ARETBEIERE10%HE
EEESBENBRRRENE I OEERHE
BEREAREDZMEARRNS0%

RARBRMDR =T —NFELANBEHRAT
GEMET  WH AR RIAGEMET M E *
—E-NFEANEB  EEFRR0.76/ETTEST
100,000,0000% & 3@ f%

BEARABREN-_Z—NFXA+=H
BBZEMRER N _T— \FtANH
BDBHTAE ADREREBAQRR
19 3% (8 BR 2 # AR VI & $£29,899,0007 7T
BAREA UTREHRSERERAERR
298,990,000/% A A &) & i@ AL o
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BASIS OF PREPARATION

The condensed consolidated financial statements have been
prepared in accordance with Hong Kong Financial Reporting
Standards ("HKFRSs") issued by the Hong Kong Institute of
Certified Public Accountants (the “HKICPA") as well as with
the applicable disclosure requirements of Chapter 18 of the
Rules Governing the Listing of Securities on GEM of The Stock
Exchange of Hong Kong Limited (the “Stock Exchange”)
(the “GEM Rules”).

The shares of the Company have been listed on GEM of the
Stock Exchange with effect from 9 July 2018.

PRINCIPAL ACCOUNTING POLICIES

The condensed consolidated financial statements have
been prepared on the historical cost basis except for certain
financial instruments that are measured at fair values, as
appropriate.

Other than changes in accounting policies resulting from
application of new and amendments to HKFRSs and the
accounting policy stated below for the new items in the
current period (in respect of investments in associates and
research and development expenditure), the accounting
policies and method of computation used in the condensed
consolidated financial statements for the nine months ended
30 September 2019 are the same as those presented in the
Group's annual financial statements for the year ended 31
December 2018.

ZIYUANYUAN HOLDINGS GROUP LIMITED THIRD QUARTERLY REPORT 2019

NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

(continued)

PRINCIPAL ACCOUNTING POLICIES

Application of new and amendments to HKFRSs

In the current period, the Group has applied, for the first

time, the following new and amendments to HKFRSs issued

by the HKICPA which are mandatory effective for the

annual period beginning on or after 1 January 2019 for the

preparation of the Group's condensed consolidated financial

statements:

HKFRS 16

HK(IFRIC)-Int 23

Amendments to
HKFRS 9

Amendments to
HKAS 19

Amendments to
HKAS 28

Amendments to
HKFRSs

Leases

Uncertainty over Income Tax Treatments

Prepayment Features with Negative
Compensation

Plan Amendment, Curtailment or
Settlement

Long-term Interests in Associates and
Joint Ventures

Annual Improvements to
HKFRSs 2015-2017 Cycle

Except as described below, the application of the new and

amendments to HKFRSs in the current period has had no

material impact on the Group’s financial performance and

positions for the current and prior periods and/or on the

disclosures set out in these condensed consolidated financial

statements.

RS M | R

FESITHEE (&)

FERHIEBUBHRELEARBTBME
| EABERT

RAHRE AEEEXERB TIHEE
SIS EMF ] BB M B RME L
AR BB BREERNERT  RH
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A RBEITDRR =T —NF—A—B%K
Z & B A H) T HI R 98 ) A R0
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F165%

B4 (BRUBHRE SHEEMN
REZE®) THEE I
—ZRBE23R

ERAMBREEN REEXEFER
FRMEE] BHE

ARG A HElE - B
F19RAEET dEE

B EA RE & R E &
F285EMIERT BEDLEZ

KBS

BEEMBREEN BEUBREEL

SIE) —T-hEZE
—T—+tF
BE L FE

B NPt E SN - AN HAfE A ¥ AT &
B BHREERRE BB REEND
5T I 8 B R R B X AR ] S 1 B
MBI BRI RN K, HRZE GRS
BRUBBAMBENBRERRNEATE -
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PRINCIPAL ACCOUNTING POLICIES
(continued)
Application of new and amendments to HKFRSs

(continued)

2.1 Impacts and changes in accounting policies of

application on HKFRS 16 Leases

The Group has applied HKFRS 16 for the first time in the
current period. HKFRS 16 superseded HKAS 17 Leases

("HKAS 17"), and the related interpretations.

NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
EREE M B |RMEE

FESITHEE (&)

ERHITEBMEREEAREBME

REEMNIEET (&)

2.1 BHEEBHBHREEANEI65H
ENHERETHEEE
REBCDRABEERERSEHE
B # k& E RSB 1655 - BB IR
HEAF 1M EAL G LR
FE17RAE (BB ERE7
Bl RiAERE-

2.1.1 Key changes in accounting policies resulting

from application of HKFRS 16

The Group applied the following accounting
policies in accordance with the transition
provisions of HKFRS 16.

Definition of a lease

A contract is, or contains, a lease if the contract
conveys the right to control the use of an
identified asset for a period of time in exchange
for consideration.

For contracts entered into or modified on or after
the date of initial application, the Group assesses
whether a contract is or contains a lease based
on the definition under HKFRS 16 at inception
or modification date. Such contract will not be
reassessed unless the terms and conditions of the
contract are subsequently changed.

ZIYUANYUAN HOLDINGS GROUP LIMITED THIRD QUARTERLY REPORT 2019
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
B Sk R e R

2. PRINCIPAL ACCOUNTING POLICIES 2. FESTEE »)
(continued)
Application of new and amendments to HKFRSs ERHIEEMBRELENREBHT
(continued) W|EERMWIERT (&)
2.1 Impacts and changes in accounting policies of 2.1 BHEEBHBHREEANEI65H
application on HKFRS 16 Leases (continued) ENEHERETBREEE (&)
2.1.1 Key changes in accounting policies resulting 2.1.1 BREBHBHREERE16
from application of HKFRS 16 (continued) WEHHE T M REAXE
(#&)
As a lessee fERAEMBEA

Allocation of consideration to components of a

contract

For a contract that contains a lease component
and one or more additional lease or non-lease
components, the Group allocates the consideration
in the contract to each lease component on the
basis of the relative stand-alone price of the lease
component and the aggregate stand-alone price of
the non-lease components.

Non-lease components are separated from lease
component on the basis of their relative stand-
alone prices.

Short-term leases and leases of low-value assets

The Group applies the short-term lease recognition
exemption to leases of land and building that
have a lease term of 12 months or less from
the commencement date and do not contain a
purchase option. It also applies the recognition
exemption for lease of low-value assets. Lease
payments on short-term leases and leases of
low-value assets are recognised as expense on a
straight-line basis over the lease term.

DERREESHHEKE D

HREE—REEEXEY
R—HIZHBINNEE
SFHEAXRBINEL
AEBREFEHEEKEDH
HEEBERIIFHEMAK
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REDEES EHREAEMN

IN o

7]

HE A S IR IR AR
EHESEREEERHH S
5 e

ol

RPHEREKEEEERS

AEEHBENRFEE A B
BEH12EASATETBEE
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EHANREBREER R
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

BRSSP BRI EE

2. PRINCIPAL ACCOUNTING POLICIES

(continued)
Application of new and amendments to HKFRSs
(continued)
2.1 Impacts and changes in accounting policies of
application on HKFRS 16 Leases (continued)
2.1.1 Key changes in accounting policies resulting
from application of HKFRS 16 (continued)

As a lessee (continued)
Right-of-use assets

Except for short-term leases and leases of low
value assets, the Group recognises right-of-use
assets at the commencement date of the lease (i.e.
the date the underlying asset is available for use).
Right-of-use assets are measured at cost, less any
accumulated depreciation and impairment losses,
and adjusted for any remeasurement of lease
liabilities.

The cost of right-of-use asset includes:

° the amount of the initial measurement of the
lease liability;

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

° any initial direct costs incurred by the Group;
and

° an estimate of costs to be incurred by the
Group in dismantling and removing the
underlying assets, restoring the site on which
it is located or restoring the underlying asset
to the condition required by the terms and
conditions of the lease.

10 ZIYUANYUAN HOLDINGS GROUP LIMITED THIRD QUARTERLY REPORT 2019
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
B Sk R e R

2. PRINCIPAL ACCOUNTING POLICIES 2. FESHBEK (2
(continued)
Application of new and amendments to HKFRSs ERHIEEMBRELENREBHT
(continued) W|EERMWIERT (&)
2.1 Impacts and changes in accounting policies of 2.1 BHEEBHBHREEANEI65H
application on HKFRS 16 Leases (continued) ENEHERETBREEE (&)
2.1.1 Key changes in accounting policies resulting 211 EHEBREIREERFEI6
from application of HKFRS 16 (continued) WEHHE T M REAXE
(#&)
As a lessee (continued) fEREBA ()
Right-of-use assets (continued) CRAEEE (&)

Right-of-use assets in which the Group is
reasonably certain to obtain ownership of the
underlying leased assets at the end of the lease
term is depreciated from commencement date
to the end of the useful life. Otherwise, right-of-
use assets are depreciated on a straight-line basis
over the shorter of its estimated useful life and the
lease term.

The Group presents right-of-use assets as a
separate line item on the condensed consolidated

statement of financial position.

Refundable rental deposits

Refundable rental deposits paid are accounted
under HKFRS 9 Financial Instruments (“HKFRS 9”)
and initially measured at fair value. Adjustments
to fair value at initial recognition are considered as
additional lease payments and included in the cost
of right-of-use assets.

Lease liabilities

At the commencement date of a lease, the Group
recognises and measures the lease liability at the
present value of lease payments that are unpaid
at that date. In calculating the present value of
lease payments, the Group uses the incremental
borrowing rate at the lease commencement date if
the interest rate implicit in the lease is not readily
determinable.
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

BRSSP BRI EE

2. PRINCIPAL ACCOUNTING POLICIES

(continued)
Application of new and amendments to HKFRSs
(continued)
2.1 Impacts and changes in accounting policies of
application on HKFRS 16 Leases (continued)
2.1.1 Key changes in accounting policies resulting
from application of HKFRS 16 (continued)

As a lessee (continued)
Lease liabilities (continued)

The lease payments include:

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

° variable lease payments that depend on an
index or a rate;

° amounts expected to be paid under residual
value guarantees;

° the exercise price of a purchase option
reasonably certain to be exercised by the
Group; and

o payments of penalties for terminating a

lease, if the lease term reflects the Group
exercising the option to terminate.

After the commencement date, lease liabilities are
adjusted by interest accretion and lease payments.
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
B Sk R e R

(continued)

PRINCIPAL ACCOUNTING POLICIES

Application of new and amendments to HKFRSs

(continued)

2.1 Impacts and changes in accounting policies of

application on HKFRS 16 Leases (continued)

2.1.1 Key changes in accounting policies resulting

from application of HKFRS 16 (continued)

As a lessee (continued)

Lease liabilities (continued)

The Group remeasures lease liabilities (and makes

a corresponding adjustment to the related right-

of-use assets) whenever:

the lease term has changed or there is a
change in the assessment of exercise of a
purchase option, in which case the related
lease liability is remeasured by discounting
the revised lease payments using a revised
discount rate at the date of reassessment.

the lease payments change due to changes
in market rental rates following a market
rent review/expected payment under a
guaranteed residual value, in which cases
the related lease liability is remeasured by
discounting the revised lease payments using
the initial discount rate.

FESITHEE (&)

ERAMTEEUBREREREEBUE

WEERNNBET (F)

2.1 BHEEBHBHREEANEI65H
ENEERETHREE ()
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
EREE M B |RMEE

2. PRINCIPAL ACCOUNTING POLICIES 2. FESTEE »)
(continued)
Application of new and amendments to HKFRSs ERHIEEMBRELENREBHT
(continued) W|EERMWIERT (&)
2.1 Impacts and changes in accounting policies of 2.1 ERBEENBHEEERFE167H
application on HKFRS 16 Leases (continued) ENEHERETBREEE (&)
2.1.1 Key changes in accounting policies resulting 2.1.1 BREBHBHREERE16
from application of HKFRS 16 (continued) WEHHE T M REAXE
(#&)
As a lessee (continued) ERABA (&)
Lease modifications HEEN
The Group accounts for a lease modification as a i HIRIA T1ER - NEE A
separate lease if: HEECHAERBYHEE:
e the modification increases the scope of the e EHEBMA—IESL
lease by adding the right to use one or more ZEHBEENTR
underlying assets; and EMIEMEEFRE : &
e the consideration for the leases increases by e FHEREMEMNEIE
an amount commensurate with the stand- 7 [E g ) B 5E S
alone price for the increase in scope and any BAETE Mz EBER
appropriate adjustments to that stand-alone 7)1 o] 3 A A 2 R
price to reflect the circumstances of the BEGAMIER-

particular contract.

For a lease modification that is not accounted RILEAR BB IHENHE
for as a separate lease, the Group remeasures BEEHME AEEREL
the lease liability based on the lease term of the BEHREENHER SR
modified lease by discounting the revised lease A BE S B B &IERT
payments using a revised discount rate at the BLER R AL BT HE N R
effective date of the modification. mMEFTEHERE-
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
B Sk R e R

2. PRINCIPAL ACCOUNTING POLICIES 2. FESHBEK (2
(continued)
Application of new and amendments to HKFRSs ERHIEEMBRELENREBHT
(continued) W|EERMWIERT (&)
2.1 Impacts and changes in accounting policies of 2.1 BHEEBHBHREEANEI65H
application on HKFRS 16 Leases (continued) ENEHERETBREEE (&)
2.1.1 Key changes in accounting policies resulting 2.1.1 BREBHBHREERE16
from application of HKFRS 16 (continued) WEHHE T M REAXE
(#&)
As a lessee (continued) fEREBA ()
Taxation HIE

For the purposes of measuring deferred tax for
leasing transactions in which the Group recognises
the right-of-use assets and the related lease
liabilities, the Group first determines whether the
tax deductions are attributable to the right-of-use
assets or the lease liabilities.

For leasing transactions in which the tax
deductions are attributable to the lease liabilities,
the Group applies HKAS 12 Income Taxes
requirements to right-of-use assets and lease
liabilities separately. Temporary differences relating
to right-of-use assets and lease liabilities are not
recognised at initial recognition and over the lease
terms due to application of the initial recognition
exemption.

As a lessor
Allocation of consideration to components of a

contract

Effective on 1 January 2019, the Group applies
HKFRS 15 Revenue from Contracts with Customers
("HKFRS 15") to allocate consideration in a
contract to lease and non-lease components.
Non-lease components are separated from lease
component on the basis of their relative stand-
alone selling prices.

A EAREERERESR
ENEBEEAENHER
ZRERERIAM S - N&EE
B ST E B IR R SR B X
RiEgEzlHERE-

RRENREBNEERE
MEERSME AEEY
EREEENREEABESH
EME BT ERF 125
BHRAOME - ARERYF
R NEREREE
ENMEREZERERY
BERVILHEARER MR
HEHRANER -

ERHHEA
DEREZSHEXIED

BE-F-AF—A—HiE
AEBREREBEY B RS
ERNFISREL & AWz
([BERMB®/EERF5
BB ENREDETHEE
KRIFMEMARED - FFHE
MR REBERYEBRE
EEEESAKBD DM -
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

BRSSP BRI EE

2. PRINCIPAL ACCOUNTING POLICIES

(continued)
Application of new and amendments to HKFRSs
(continued)
2.1 Impacts and changes in accounting policies of
application on HKFRS 16 Leases (continued)
2.1.1 Key changes in accounting policies resulting
from application of HKFRS 16 (continued)

As a lessor (continued)
Refundable rental deposits

Refundable rental deposits received are accounted
under HKFRS 9 and initially measured at fair value.
Adjustments to fair value at initial recognition
are considered as additional lease payments from
lessees.

Sale and leaseback transactions
The Group acts as a buyer-lessor

For a transfer of asset that does not satisfy the
requirements of HKFRS 15 to be accounted for as
a sale of asset, the Group as a buyer-lessor does
not recognise the transferred asset and recognises
a finance lease receivable equal to the transfer
proceeds within the scope of HKFRS 9.
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
B Sk R e R

2. PRINCIPAL ACCOUNTING POLICIES 2. FESTEE »)
(continued)
Application of new and amendments to HKFRSs ERHIEEMBRELENREBHT
(continued) W|EERMWIERT (&)
2.1 Impacts and changes in accounting policies of 2.1 BHEEBHBHREEANEI65H
application on HKFRS 16 Leases (continued) ENEHERETBREEE (&)
2.1.2 Transition and summary of effects arising from 2.12 BERYZLEHEEBHER
initial application of HKFRS 16 FERIE 169 B EHE
z
Definition of a lease HEZER

The Group has elected the practical expedient
to apply HKFRS 16 to contracts that were
previously identified as leases applying HKAS
17 and HK(FRIC)-Int 4 Determining whether an
Arrangement contains a Lease and not apply this
standards to contracts that were not previously
identified as containing a lease. Therefore, the
Group has not reassessed contracts which already
existed prior to the date of initial application.

For contracts entered into or modified on or after
1 January 2019, the Group applies the definition
of a lease in accordance with the requirements set
out in HKFRS 16 in assessing whether a contract
contains a lease.

As a lessee

The Group has applied HKFRS 16 retrospectively
with the cumulative effect recognised at the
date of initial application, 1 January 2019. Any
difference at the date of initial application is
recognised in the opening retained profits and
comparative information has not been restated.

AEBCDEEATRES
BB RERE SR E
A7 R BB (BRI

EREBLZEY) REF
ARETLHELERAHEE
HEBEENROERER
i mEERF 165 ML
EHTALRBA R EE
HENAHEAZEL - F
e REBI EEHFER
MNEEMAMAMEFENS
#) o

FZ_E-NF-—A—HmZ
BEIN BB MAHME
AEERTHEHRERE
HER REEBEMB®RE
AE RN ZE165% FTEL & 35 E FE B
HEMNTE-

EREMRA
AEBCEBPEATENG

EREBIFEI65 W R E K
ERBEM(ZE—AE—A
—B)ERRATE -RER
fiE R B HR A9 (F fa] 2= 58 A HA A7)
REBABFER ML EED
LA R o
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PRINCIPAL ACCOUNTING POLICIES
(continued)

Application of new and amendments to HKFRSs
(continued)

2.1 Impacts and changes in accounting policies of

application on HKFRS 16 Leases (continued)

NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
EREE M B |RMEE

FESITHEE (&)

ERFIIE AN BRELENR BT BHE

HREEBWIEET (&)

2.1 ERAEEHEREERF165H
ENFERSH B EEE (&)

2.1.2 Transition and summary of effects arising from

initial application of HKFRS 16 (continued)

As a lessee (continued)

When applying the modified retrospective
approach under HKFRS 16 at transition, the Group
applied the following practical expedient to leases
previously classified as operating leases under
HKAS 17, on lease-by-lease basis, to the extent
relevant to the respective lease contracts:

elected not to recognise right-of-use assets
and lease liabilities for leases with lease term
ends within 12 months of the date of initial
application.

On transition, the Group has made the following
adjustments upon application of HKFRS 16:

As at 1 January 2019, the Group recognised
additional lease liabilities and right-of-use assets
at amounts equal to the related lease liabilities by
applying HKFRS16.C8(b)(ii) transition. The Group
recognised lease liabilities of RMB1,303,000 and
right-of-use assets of RMB1,303,000 at 1 January
2019.

When recognising the lease liabilities for leases
previously classified as operating leases, the
Group has applied incremental borrowing rates
of the relevant group entities at the date of
initial application. The weighted average lessee’s
incremental borrowing rate applied is 7.0%.
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

2. PRINCIPAL ACCOUNTING POLICIES

(continued)
Application of new and amendments to HKFRSs
(continued)
2.1 Impacts and changes in accounting policies of
application on HKFRS 16 Leases (continued)
2.1.2 Transition and summary of effects arising from
initial application of HKFRS 16 (continued)

RS M | R

FESITHEE (&)

ERHITEBMBRESE
HEERMWIERT (&)
2.1 BHEEBHBHREEANEI65H
ENEERETHREE ()
2.12 BERYZLEHEEBHER
EEREI16E B2 EH

AR &RMBE

E(E)
As a lessee (continued) tEREBAN (E)
At
1 January
2019
R=ZZ—-NIF
—A—H
RMB’000
ARETF T
Operating lease commitments disclosed RZZFE-NF+ZA=+—H
as at 31 December 2018 W ST B R
- Lease commencement date - HERBBPRAE-_Z—N\F
after 31 December 2018 +TZA=+—HZz#% 3,397
— Lease commencement date on or —MHERBBERHAE-T—\F
before 31 December 2018 +ZA=+—HzxZH 1,443
4,840

Lease liabilities discounted at relevant
incremental borrowing rates
Less: Recognition exemption
— short-term leases

Lease liabilities relating to operating
leases recognised upon application of
HKFRS 16

Lease liabilities as at 1 January 2019

Analysed as
Current
Non-current

ZIARAE E 18 A R AL A
HERE

R - RHEE

REMREABMERE L E 165
BRERKEHENHERE

N —E-NEFE—-A-—HNHEERE

DR

ME
FERE

ERnEREBAERXE

1,303

1,303

641
662

1,303
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

BRSSP BRI EE

2. PRINCIPAL ACCOUNTING POLICIES

(continued)

Application of new and amendments to HKFRSs

(continued)

2.1 Impacts and changes in accounting policies of

application on HKFRS 16 Leases (continued)

2.1.2 Transition and summary of effects arising from
initial application of HKFRS 16 (continued)

As a lessee (continued)

The carrying amount of right-of-use assets as at 1

January 2019 comprises the following:

FERAMTERUBRESE

£ A |

A ==

| B9 IE 5T (&)
2.1 ERAEEHEREERF165H

FESITHEE (&)

AR &RMBE

ENHERETREEE (&)
2.12 BERNZLEREER B
FEAE 165 BRI ZEH

Z(#)

EREBA (&)
RZF-NF-A—HNIE
REEEREEERATSE

17 :
Right-of-
use assets
EREEE
Note RMB'000
Bt 5 ARETF T
Right-of-use assets relating to REREBVBMELERE 169
operating leases recognised upon FrigER AL EHENE A7
application of HKFRS 16 BE 1,303
Adjustments on rental deposits at RZE-NF—-A—BHEE
1 January 2019 RN TR (a) -
1,303
By class: ZER -
Land and buildings THREF 1,303

Before the application of HKFRS 16, the Group
considered refundable rental deposits paid as
rights and obligations under leases to which
HKAS 17 applied. Based on the definition of lease
payments under HKFRS 16, such deposits are
not payments relating to the right to use of the
underlying assets and were adjusted to reflect the
discounting effect at transition. The discounting
effect has had no material impact on the carrying
amount of the refundable rental deposits of the
Group as at 1 January 2019.
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
B Sk R e R

2. PRINCIPAL ACCOUNTING POLICIES 2. FTESTBER @)
(continued)
Application of new and amendments to HKFRSs RS EEANEREENREBHE
(continued) W|EERMWIERT (&)

2.1 BREBYBHEEEREI67H
ENEERETHREE (&)
2.12 BERYZLEHEEBHER

2.1 Impacts and changes in accounting policies of
application on HKFRS 16 Leases (continued)
2.1.2 Transition and summary of effects arising from

initial application of HKFRS 16 (continued)

As a lessor

In accordance with the transitional provisions in
HKFRS 16, the Group is not required to make any
adjustment on transition for leases in which the
Group is a lessor but account for these leases in
accordance with HKFRS 16 from the date of initial
application and comparative information has not
been restated.

Sales and leaseback transactions
The Group acts as a buyer-lessor

In accordance with the transition provisions of
HKFRS 16, sale and leaseback transactions entered
into before the date of initial application were not
reassessed. Upon application of HKFRS 16, the
Group as a buyer-lessor does not recognise the
transferred asset if such transfer does not satisfy
the requirements of HKFRS 15 as a sale. During
the period, all sales and leaseback transactions in
which the relevant seller-lessees have an obligation
or a right to repurchase the relevant assets were
accounted as financing arrangements under HKFRS
9.

The transition to HKFRS 16 has no material impact
on the retained profits at 1 January 2019.

EERE 1655 BB A K
E(E)
fERHHEA
BREBEBEBTBHREEASE 16
FRBEMGR AKE L
BHAEEREHEANEE
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
EREE M B |RMEE

2. PRINCIPAL ACCOUNTING POLICIES 2. FTESTBER @)
(continued)
Application of new and amendments to HKFRSs ERHIEEMBRELENREBHT
(continued) W|EERMWIERT (&)
2.1 Impacts and changes in accounting policies of 2.1 BHEEBHBHREEANEI65H
application on HKFRS 16 Leases (continued) ENEHERETBREEE (&)
2.1.2 Transition and summary of effects arising from 212 BAERALIELEBYBEHR
initial application of HKFRS 16 (continued) FERIE 169 B EHE
E(E)
Sales and leaseback transactions (continued) E#HEERS (£)
The Group acts as a buyer-lessor (continued) AEEERER —HHEA
(#&)
The following adjustments were made to the EHRZT-NF—H—H
amounts recognised in the condensed consolidated B f R AR & B IR L R SR
statement of financial position at 1 January 2019. WEEEDL TIRAE - AX
Line items that were not affected by the changes FHENHEEUTEER
have not been included. Al e
Carrying Carrying
amounts amounts
previously under
reported at HKFRS 16
31 December at 1 January
2018 Adjustments 2019
K AR R-ZB-h§
ZE-N\E —-A-BRE
+=A ERMBRE
=+-H R ZE165
EHRNEEE BE HEREE
RMB'000 RMB'000 RMB'000
ARETT ARETT ARETT
Non-current Assets FRBEE
Right-of-use assets EREEE - 1,303 1,303
Current Liabilities RBEE
Lease liabilities HERE - 641 641
Non-current liabilities kRBAE
Lease liabilities HEER - 662 662
Note: For the purpose of reporting cash flows from MizE: SRBERREE A2 WA
operating activities under indirect method for E-T-RFRA=T
the nine months ended 30 September 2019, AiIEhERRBE&KE
movements in working capital have been BHREREmMS &
computed based on opening statement of financial BEEFHERELX
position as at 1 January 2019 as disclosed above. FIEBEOR - NF
— A — B8 BB 5 AR
MEREHE
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

2. PRINCIPAL ACCOUNTING POLICIES

(continued)
Application of new and amendments to HKFRSs
(continued)
2.1 Impacts and changes in accounting policies of
application on HKFRS 16 Leases (continued)
2.1.2 Transition and summary of effects arising from
initial application of HKFRS 16 (continued)

Sales and leaseback transactions (continued)
The Group acts as a buyer-lessor (continued)

Except as described above, the adoption of HKFRS
16 resulted in no other impact on the carrying
amounts as at 1 January 2019.

As lessor, the application of HKFRS 16 has had no
material impact on the amounts reported in the
condensed consolidated financial statements for
the nine months ended 30 September 2019.

2.2 Investments in associates
An associate is an entity over which the Group has
significant influence. Significant influence is the power
to participate in the financial and operating policy
decisions of the investee but is not control or joint
control over those policies.

RS M | R

FESITHEE (&)

ERHITEBMEREEAREBME

REEMNIEET (&)

2.1 BHEEBHBHREEANEI65H
ENEERETHREE ()
2.12 BERYZLEHEEBHER

EEREI16E B2 EH
E(E)

E#HEERS (£)
AEEERER —HHEA
Br EXCFTatE o RN AR B
B ERE 165 E N
T-NEF-—A—AZKHEEAE
W E N E 2

EREBEA BREEWH
SFEAF1FIL EEHE
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PRINCIPAL ACCOUNTING POLICIES
(continued)

Application of new and amendments to HKFRSs
(continued)

2.2 Investments in associates (continued)

The results and assets and liabilities of an associate are
incorporated in these condensed consolidated financial
statements using the equity method of accounting.
The financial statements of the associate used for
equity accounting purposes are prepared using uniform
accounting policies as those of the Group for like
transactions and events in similar circumstances. Under
the equity method, an investment in an associate is
initially recognised in the condensed consolidated
statement of financial position at cost and adjusted
thereafter to recognise the Group's share of the profit
or loss and other comprehensive income (“OCI") of the
associate. Changes in net assets of the associate other
than profit or loss and OCI are not accounted for unless
such changes resulted in changes in ownership interest
held by the Group. When the Group’s share of losses
of an associate exceeds the Group's interest in that
associate (which includes any long-term interests that,
in substance, form part of the Group’s net investment
in the associate), the Group discontinues recognising its
share of further losses. Additional losses are recognised
only to the extent that the Group has incurred legal or
constructive obligations or made payments on behalf of
the associate.

An investment in an associate or is accounted for
using the equity method from the date on which the
investee becomes an associate. On acquisition of the
investment in an associate, any excess of the cost of the
investment over the Group's share of the net fair value
of the identifiable assets and liabilities of the investee
is recognised as goodwill, which is included within the
carrying amount of the investment. Any excess of the
Group’s share of the net fair value of the identifiable
assets and liabilities over the cost of the investment,
after reassessment, is recognised immediately in profit
or loss in the period in which the investment is acquired.
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
B Sk R e R

2. PRINCIPAL ACCOUNTING POLICIES 2. FESHBEK (2
(continued)
Application of new and amendments to HKFRSs ERHIEEMBRELENREBHT
(continued) W|EERMWIERT (&)
2.2 Investments in associates (continued) 2.2 RBELGHRE (&)

The Group assesses whether there is an objective
evidence that the interest in an associate may be
impaired. When any objective evidence exists, the entire
carrying amount of the investment (including goodwill)
is tested for impairment in accordance with HKAS 36
Impairment of Assets as a single asset by comparing
its recoverable amount (higher of value in use and fair
value less costs of disposal) with its carrying amount.
Any impairment loss recognised forms part of the
carrying amount of the investment. Any reversal of that
impairment loss is recognised in accordance with HKAS
36 to the extent that the recoverable amount of the
investment subsequently increases.

When the Group ceases to have significant influence
over an associate, it is accounted for as a disposal of
the entire interest in the investee with a resulting gain
or loss being recognised in profit or loss. When the
Group retains an interest in the former associate and
the retained interest is a financial asset within the scope
of HKFRS 9, the Group measures the retained interest
at fair value at that date and the fair value is regarded
as its fair value on initial recognition. The difference
between the carrying amount of the associate and the
fair value of any retained interest and any proceeds
from disposing the relevant interest in the associate
is included in the determination of the gain or loss
on disposal of the associate. In addition, the Group
accounts for all amounts previously recognised in OCI
in relation to that associate on the same basis as would
be required if that associate had directly disposed of the
related assets or liabilities.
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PRINCIPAL ACCOUNTING POLICIES
(continued)

Application of new and amendments to HKFRSs
(continued)

2.2 Investments in associates (continued)

Therefore, if a gain or loss previously recognised in OCI
by that associate would be reclassified to profit or loss
on the disposal of the related assets or liabilities, the
Group reclassifies the gain or loss from equity to profit
or loss (as a reclassification adjustment) upon disposal/
partial disposal of the relevant associate.

When the Group reduces its ownership interest in an
associate but the Group continues to use the equity
method, the Group reclassifies to profit or loss the
proportion of the gain or loss that had previously
been recognised in OCI relating to that reduction
in ownership interest if that gain or loss would be
reclassified to profit or loss on the disposal of the
related assets or liabilities.

When a group entity transacts with an associate of the
Group, profits and losses resulting from the transactions
with the associate are recognised in the Group’s
condensed consolidated financial statements only to the
extent of interest in the associate that are not related to
the Group.
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
B Sk R e R

PRINCIPAL ACCOUNTING POLICIES

(continued)

Application of new and amendments to HKFRSs

(continued)

2.3

Research and development expenditure
Expenditure on research activities is recognised as an
expense in the period in which it is incurred.

An internally-generated intangible asset arising from
development activities (or from the development phase
of an internal project) is recognised if, and only if, all of
the following have been demonstrated:

o the technical feasibility of completing the
intangible asset so that it will be available for use
or sale;

o the intention to complete the intangible asset and
use or sell it;

o the ability to use or sell the intangible asset;

o how the intangible asset will generate probable
future economic benefits;

o the availability of adequate technical, financial and
other resources to complete the development and
to use or sell the intangible asset; and

o the ability to measure reliably the expenditure
attributable to the intangible asset during its
development.

The amount initially recognised for internally-generated
intangible asset is the sum of the expenditure incurred
from the date when the intangible asset first meets
the recognition criteria listed above. Where no
internally-generated intangible asset can be recognised,
development expenditure is recognised in profit or loss
in the period in which it is incurred.
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

BRSSP BRI EE

3. REVENUE

Revenue for both periods represents income received and
receivable from the provision of finance leasing services in the
PRC.

4. SHARE OF LOSS OF AN ASSOCIATE

3. W&
BN RE T ERR R ERERBH
B W K FE WA

4. FEBEQTEE

Three months ended Nine months ended

BEUTREL=MEA HEUTAHLAEA
30.9.2019 30.9.2018 30.9.2019 30.9.2018
“E-hE —Z-N\F “E-hE —Z-N\F
NB=1H NA=+H hA=1H NA=+H
RMB'000 RMB'000 RMB000 RMB'000
ARETR NG S ARETR ARETFT
(Unaudited) (Unaudited) (Unaudited) (Unaudited)
(RBER) (RiEE%) (RBER) (REE&E%)
Share of loss of an associate MEGERRESR 10 - 47 -

5. FINANCE COSTS 5. RERAE

Three months ended Nine months ended

BEUTRAL=EA BEUTASLAEA
30.9.2019 30.9.2018 30.9.2019 30.9.2018
ZB-NF it A2 ZE-NF “E)\F
hB=+A RAZTH hAZtA AA=+A
RMB'000 RMB'000 RMB'000 RMB'000
ARBTR AREFT ARBTR AREFT
(Unaudited) (Unaudited) (Unaudited) (Unaudited)
(RBEK) (REERZ) (REER) (REEZ)
Imputed interests on interest-free REMEEPLERENGEETR
deposits from finance lease customers 868 2,224 4,397 6,960
Interests on bank borrowing repayable R —FREERNFTERFE
within one year 1,296 265 2,979 1,362
Interests on financial liability arising EEREELRNEBERANTE
from repurchase agreements - 3 - 348
Interests on lease liabilities HEAREME 94 - 282 -
2,258 2,492 7,658 8,670
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

RS M | R

6. TAXATION 6. BiIE
Three months ended Nine months ended
HEUTASLE=@EA HENTASLEAER
30.9.2019 30.9.2018 30.9.2019 30.9.2018
ZB-nE ZE-N\E ZE-nE —E-N\E
ABE=+HR NA=1AH AB=TH NA=1A
RMB’000 RMB'000 RMB'000 RMB'000
AR¥TR ARETFT ARBTR ARETT
(Unaudited) (Unaudited) (Unaudited) (Unaudited)
(REEHK) (REER) (REER) (REER)
The charge (credit) comprises: S () BIE:
Current tax MEHE
— PRC Enterprise Income Tax —HRERERER 3,084 1,851 6,778 5,191
Deferred tax BB (747) 302 (754) 253
2,337 2,153 6,024 5,444

No provision for Hong Kong Profits Tax has been made in the
condensed consolidated financial statements as the Group’s
operation in Hong Kong had no assessable income during
both periods.

Under the Enterprise Income Tax Law of PRC (the "EIT Law”)
and the Implementation Regulation of the EIT Law, the
subsidiaries in the PRC are subject to the tax rate of 25%
during the reporting period.

P A 7 65 B 2 8 SR 7% 0 R 118 A i 7 3
JERTAUA » B A A& & B 75 $
RAGHEE BN ST BE -

Rig (PEARKXMBEREMRETIZ)
(TEEMRBHRE LEXABHEE
Fefpl - o BB A RN s AR
25% HY B R A T -
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
EREE M B |RMEE

7. PROFIT FOR THE PERIOD 7. HAR&F
Profit for the period has been arrived at after charging: HA A s A2 405 -
Three months ended Nine months ended
BEUTHHLE=MA BEUTHSLENBEA
30.9.2019 30.9.2018 30.9.2019 30.9.2018

ZB-nE it A2 ZE-hE it Spt:2
NBE=+H NAZTH hNB=tH NA=TH

RMB'000 RMB'000 RMB'000 RMB'000
ARBTR AREFTL AR%TR AREFT
(Unaudited) (Unaudited) (Unaudited) (Unaudited)
(RBEX) (REERZ) (REER) (REEZ)

Directors’ emoluments EEE 92 296 765 514
Other staff costs EEIMA
— Salaries, allowances and other -¥¢ ERREMEIRF
staff benefits 1,882 1,822 8,850 4,768
- Staffs' retirement benefit scheme -BIRWERE B
contributions 735 227 1,137 588
Total staff costs BIkABR 2,709 2,345 10,752 5,870
Less: staff costs recognised as research 7, : R E AT & B S R AR R AR
and development costs in other EIMA
operating expenses (183) - (1,151) -
Staff costs recognised in profitor loss ~ WIEZEAZETRA 2,526 2,345 9,601 5,870
Research and development costs BRAAIMFERA
recognised as an expense (included (FFAEMZERYT)
in other operating expenses) 225 - 1,277 -
Written off furniture and MERARBAERE
office equipment - - 15 -
Depreciation of furiture and FARBLERENE
office equipment 45 51 17 152
Depreciation of right-of-use assets FREZENE 857 - 2,175 -
Short-term leases payments RHEERT - NA T B 37 N/A N iE R
Minimum lease payments under NELEERETRERERNT
operating leases in respect of
properties N/A FEF 31 N/A TE A 804
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

8. DIVIDENDS
No dividends were paid, declared or proposed during the
current and prior reporting periods. The directors of the
Company do not recommend the payment of an interim
dividend in respect of the nine months ended 30 September
2019 (nine months ended 30 September 2018: Nil).

9. EARNINGS PER SHARE
The calculation of basic earnings per share attributable to
owners of the Company is based on the following data
assuming capitalisation issue of shares of the Company had
been effective since 1 January 2018:

RS M | R

iz B
RARERREMBERLBIRNT -
RIS c RAREEIL TEHTL
BE_Z-NAFAA=TRHILAEARIK
HPRBERE(BE-S-N\FAA=T
BiUEN@EA &) -

ZREF
ADTHEE A SRERBFIET
BB A E - BRARARBHERIL
BTA-F-\F-A-BREH:

Three months ended Nine months ended
BEUTHEBLE=MA BENTABILAEA
30.9.2019 30.9.2018 30.9.2019 30.9.2018
“g-nF SI\E CE-RE ST
hB=+H NAZTE hB=t1H NAZ+A
(Unaudited) (Unaudited) (Unaudited) (Unaudited)
(REBER) (RigE%) (REER) (REE&EZ)
Earnings: B
Earnings for the purpose of basic R ESREREFMENEF
earnings per share
Profit for the period attributable to R EBREABAMENALA
owners of the Company for the BB AEEHAGET
purpose of basic earnings per share (AE®FT)
(RMB'000) 6,464 4,119 13,880 10,149
Number of shares: RiA%A
Weighted average number of ordinary ~ StatESREABFIMEMH
shares for the purpose of basic EEBINETIE(TR)
earnings per share ('000) 400,000 391,304 400,000 330,769

No diluted earnings per share are presented as there were
no potential dilutive ordinary shares in issue during the three
months and nine months ended 30 September 2019 and
2018.

HRBE-_FT-NER=_F—/\FNA
=+ BIE=EARAMEAALED HTT
BESEEAR RY B2 5RiEE
AR
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MANAGEMENT DISCUSSION AND ANALYSIS

EEEFNWE D

The Board of Directors of the Company announces the unaudited
condensed consolidated quarterly results of the Group for the
nine months ended 30 September 2019 together with the
corresponding comparative figures. This information should be read
in conjunction with the prospectus of the Company dated 25 June
2018 (the “Prospectus”).

BUSINESS REVIEW

The shares of the Company (the “Shares”) were successfully listed
on the GEM of the Stock Exchange on 9 July 2018 (the “Listing”).

The Group is principally engaged in providing equipment-based
finance leasing services to SMEs customers in the printing, logistics
and medical device industries in the PRC. For the nine months
ended 30 September 2019, the Group has been focusing on
providing finance leasing services to the medical device, printing
and logistics industries in various provinces, municipalities, and
autonomous regions in the PRC, where the Group has established
connections with industry players and gained operational expertise.
The finance lease offered by the Group comprises direct finance
leasing and sale-leaseback.

The diversified customer base of the Group consisting of SMEs
customers in the target industries of printing and logistics in the
PRC has also been growing. In addition, the Group also started
the operation of medical device industry since October 2018. The
Group provided services to approximately 621 SME customers
in these three industries across 30 provinces, municipalities and
autonomous regions in the PRC as at 30 September 2019.

FUTURE PROSPECTS

In the current market environment of the PRC, SMEs face
challenges on the path of development due to high operational
and financing costs. In recent years, the People’s Bank of China
enhanced its policy support to major fields including SMEs and
fragile aspects of domestic economy and devoted greater effort
in procuring financial institutions to provide proactive support to
the financing of SMEs, all of which gave supportive measures to
the finance leasing industry. The scale and number of SMEs in the
PRC are gigantic and yet the finance leasing market got off to a
late start. Along with the development of the financing lease and
increasing demand in the financing market, the penetration of
finance lease has been deepening constantly, paving the way of a
promising outlook of the finance leasing market in the PRC.
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MANAGEMENT DISCUSSION AND ANALYSIS

The immense population and acceleration of aging population,
together with burgeoning domestic demands under the new
economic background, have made the medical field a new
economic breakthrough with significant value-added potentials.
The Group initiated pre-emptive deployment of medical device
leasing and related fields in order to snatch pioneer opportunities
and support the industrial upgrade of the medical industry.

The Group was transforming its finance leasing business from
traditional to a technological one. With the financial technology
development as the core in coordination with finance leasing
services, the Group will carry out in-depth utilisation of the
integration of financial technology and big data application with
finance leasing industry in order to secure better industrial upgrade
and progress for SMEs in the PRC, and will plan to continuously
consolidate its position as a major market player in the finance
leasing industry in the PRC, striving for overall competitiveness and
market share enhancement.

FINANCIAL REVIEW

Revenue

The Group's revenue was principally derived from finance leasing
income for the provision of finance leasing services to its customers
in medical devices, printing and logistics industries in the PRC. For
the nine months ended 30 September 2019, the Group's revenue
increased by approximately RMB5.9 million or approximately
13.6% to approximately RMB49.2 million (nine months ended
30 September 2018: approximately RMB43.3 million). Revenue
from the printing industry continues to be the largest revenue
contributor of the Group. The increase in revenue derived from
the printing industry for the nine months ended 30 September
2019 was mainly attributable to the increasing demand for printing
equipment in the PRC and the Group’s efforts in securing new
customers in this industry. In addition, the increase in revenue
was also attributable to the Group having started the operation of
medical device industry since October 2018.
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MANAGEMENT DISCUSSION AND ANALYSIS

EEEFNWE D

Staff cost

Staff costs include primarily Directors’ remuneration, employee
salaries, allowances and other staff benefits as well as employee
retirement benefits scheme contributions. Staff costs increased
from RMB5.9 million for the nine months ended 30 September
2018 to approximately RMB9.6 million for the nine months ended
30 September 2019. Such increase was mainly attributable to the
increase in the number of staff and staff salaries for existing staff
during the period. The significant increase in the number of staff
was mainly dealing with the operation of medical device industry
and overseeing the corporate governance.

Impairment losses on finance lease receivable

The Group is not required to provide general provisions as
commercial banks and other financial institutions which the
China Banking Regulatory Commission regulates. The provisioning
policies are based on the applicable accounting standards. The
management assesses the measurement of expected credit
losses ("ECL") in relation to finance lease receivable and uses
provision matrix to calculate ECL. In determining the impairment
of finance lease receivable, the management considers shared
credit risk characteristics including industry types, historical past
due information and lessees’ creditworthiness for grouping,
and assesses credit losses based on internal credit rating and
on a forward looking basis with the use of appropriate models
and assumptions relate to the economic inputs and the future
macroeconomic conditions.

For the nine months ended 30 September 2019, an additional
impairment loss of approximately RMB1.6 million (nine months
ended 30 September 2018: approximately RMB1.9 million) was
recognised primarily due to an increase in impairment allowance
as a result of an increase in finance lease receivable due to the
business growth and the application of ECL model under Hong
Kong Financial Reporting Standard 9.

Listing expenses

Listing expenses comprised professional and other expenses in
relation to the Listing. The Shares were successfully listed on the
GEM of the Stock Exchange on 9 July 2018 and hence no listing
expenses were incurred for the nine months ended 30 September
2019 (nine months ended 30 September 2018: approximately
RMB4.9 million).
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MANAGEMENT DISCUSSION AND ANALYSIS

Other operating expenses

Other operating expenses include primarily sales and marketing
expenses, depreciation of right-of-use assets and other expenses.
Other operating expenses increased from approximately RMB7.2
million for the nine months ended 30 September 2018 to
approximately RMB10.5 million for the nine months ended 30
September 2019. The increase was mainly due to an increase in
(i) the legal and professional fee; (ii) travelling expenses and sales
and marketing expenses in connection with the expansion of the
Group’s customer base and strengthening of the foothold in the
finance leasing industry in the PRC; and (iii) staff costs recognised
as research and development cost for developing the online
platform for the finance leasing business for the nine months
ended 30 September 2019.

Finance costs

Finance costs consist of (i) interest incurred on financial liability
arising from repurchase agreements; (ii) imputed interest expense
on interest-free deposits from finance lease customers; (iii)
interest on bank borrowing; and (iv) interests on lease liabilities.
Finance costs decreased from approximately RMB8.7 million for
the nine months ended 30 September 2018 to approximately
RMB7.7 million for the nine months ended 30 September 2019.
The decrease was mainly due to the imputed interest expense
on interest-free deposits from finance lease customers decreased
from approximately RMB7.0 million for the nine months ended
30 September 2018 to approximately RMB4.4 million for the nine
months ended 30 September 2019 as a result in the reduction
in the amount of deposits from finance lease customers, which
offsetting the interest on bank borrowing increased from
approximately RMB1.4 million for the nine months ended 30
September 2018 to approximately RMB3.0 million for the nine
months ended 30 September 2019.

Taxation
The PRC enterprise income tax rate applicable to the Group's
subsidiaries is 25%.
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MANAGEMENT DISCUSSION AND ANALYSIS

EEENWmR DM

Profit and total comprehensive income attributable to
owners of the Company

For the nine months ended 30 September 2019 and 2018, the
Group's profit and total comprehensive income attributable to
owners of the Company was approximately RMB13.9 million and
RMB10.1 million, respectively. The increase of profit and total
comprehensive income attributable to owners of the Company for
the nine months ended 30 September 2019 was mainly attributable
to an increase in revenue and a decrease in listing expenses, which
offsetting an increase in staff costs and other operating expenses as
compared to the corresponding period in 2018.

Dividend

No dividend was paid, declared or proposed during the period. The
Directors do not recommend the payment of any dividend for the
nine months ended 30 September 2019 (nine months ended 30
September 2018: Nil).

CAPITAL STRUCTURE
The Shares were successfully listed on the GEM of the Stock
Exchange on 9 July 2018. There has been no change in the capital
structure of the Group since then. The share capital of the Group
only comprises ordinary Shares.

As at 30 September 2019, the Company's issued share capital was
HK$40,000,000 and the number of its issued ordinary Shares was
400,000,000.
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DISCLOSURE OF INTEREST

Directors’ and chief executive’s interests and short positions
in Shares and underlying Shares and debentures of the
Company and its associated corporations

As at 30 September 2019, the interests and short positions of the
Directors and the 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 SFO)
which are 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 in which they are taken or
deemed to have under such provisions of the SFO); or (b) pursuant
to section 352 of the SFO, to be entered in the register referred to
therein; or (c) have to be notified to the Company and the Stock
Exchange pursuant to Rules 5.46 to 5.67 of the GEM Listing Rules,
were as follows:

Long positions in the Shares
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Approximate

Capacity/ Number of Shares percentage of
Name of Director Nature of interest held/interested in shareholding"
»8/%A
EEpE 51/ RntE BENROEBE RESAIBEILO
Mr. Zhang Junshen® @ Interest in controlled corporation; interest held 300,000,000 75%
'ointly with another person
RIERLEDD PHEERER B —RATHRFENER
Mr. Zhang Junwei @ Interest in controlled corporation; interest held 300,000,000 75%
jointly with another person
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OTHER INFORMATION
Hfth &

Notes:

ZIYUANYUAN HOLDINGS GROUP LIMITED THIRD QUARTERLY REPORT 2019

On 24 February 2017, the ultimate controlling shareholders of the
Company, namely Mr. Zhang Junshen and Mr. Zhang Junwei entered
into a concert parties confirmatory deed to acknowledge and
confirm, among other things, that they are parties acting in concert
with each member of the Group from the incorporation dates of the
respective members of the Group and continue as at and after the
date of the concert parties confirmatory deed, details of which are set
out in the subsection headed “History and Reorganisation — Parties
Acting in Concert” in the Prospectus. As such, pursuant to the parties
acting in concert arrangement, each of the controlling shareholders
of the Company, namely Hero Global Limited (“Hero Global”) (being
wholly owned by Mr. Zhang Junshen), Mr. Zhang Junshen, Icon
Global Holding Limited (I2#1 2 HE R B R A E])
(being wholly owned by Mr. Zhang Junwei) and Mr. Zhang Junwei, is

(“lcon Global”)

deemed to be interested in 75.0% of the issued share capital of the

Company.

300,000,000 Shares in which Mr. Zhang Junshen is interested
(i) 219,801,980 Shares held by Hero
Global, a company wholly owned by Mr. Zhang Junshen,

consist of the following:
in which
Mr. Zhang Junshen is deemed to be interested under the SFO; and
(i) 80,198,020 Shares in which Mr. Zhang Junshen is deemed to
be interested as a result of being a party acting-in-concert with Mr.
Zhang Junwei.

300,000,000 Shares in which Mr. Zhang Junwei is interested consist
of (i) 80,198,020 Shares held by Icon Global,
owned by Mr. Zhang Junwei, in which Mr. Zhang Junwei is deemed to
be interested under the SFO; and (ii) 219,801,980 Shares in which Mr.
Zhang Junwei is deemed to be interested as a result of being a party

a company wholly

acting-in-concert with Mr. Zhang Junshen.
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Long position in the associated corporations REBEZENGTE

Name of associated Capacity/ Number and class Percentage of
Name of Director corporations nature of interest of securities Shareholding
EEpE BB EEER 5%,/ EEitE EHBERER REBL
Mr. Zhang Junshen Hero Global Beneficial owner 50,000 ordinary shares 100%
RERELE ESBERAA 50,000/ & & A%
Mr. Zhang Junwei Icon Global Beneficial owner 100 ordinary shares 100%
REBRLE e 3 BREBA 1000k & A%

Save as disclosed above, as at 30 September 2019, none of the
Directors or chief executive of the Company had an interest or
short position in any shares or underlying shares and/or debentures
of the Company or any of its associated corporations (within the
meaning of Part XV of the SFO) which would have to be notified
to the Company and the Stock Exchange pursuant to Divisions 7
and 8 of Part XV of the SFO (including interests or short positions
in which they are taken or deemed to have under such provisions
of the SFO) or that was required to be recorded in the register kept
by the Company pursuant to section 352 of the SFO, or which are
required to be notified to the Company and the Stock Exchange,
pursuant to Rules 5.46 to 5.67 of the GEM Listing Rules.

B EXHEBEEN - R-_E-HEHLA=1TH"
BMEARNRZEETREETHRABRARAIR
HAEMMAEZE(TERESRAEKRIE
XVED) B E R AR 1D s AR BA AR 1D &SRB RE
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DEBAMS AR R RBRAT (BRERERERE
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EMEDEAR) NIBIEEF M EEGE
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Substantial shareholders’ interests and short positions in
Shares and underlying Shares of the Company

So far as the Directors are aware, as at 30 September 2019, the
following persons (other than Directors or chief executive of the
Company) who had interests in the Shares and underlying Shares
of the Company within the meaning of Part XV of the SFO which
are required to be disclosed pursuant to the provisions of Divisions
2 and 3 of Part XV of the SFO, or which will be required, pursuant
to Section 336 of the SFO, to be entered in the register of the
Company were as follows:

Long positions in the Shares
Name of shareholder Capacity/Nature of interest

BRREBHH 56 HEENtE

FTERRRADTARORMEER G B EREK
KRB

BEERA R-_T-NAFHLA=TH RXK
RARDEEEROTHEEREDE (EERE
FREBEGROIEXVE) MREESFLEE
fERBIFEXVERSE2 M 5530 BR RO RSB T MR =k
RIBE 75 N B 1R H 53361545 A /L 80 A
AEMBLEMZ TIAL (RARESHE
ZITBABRRIN 0T

RIR B E A

Number of
Shares held/
interested in

BE /BB

ERNBROHE REBOE DL

Approximate
percentage of
shareholding

Hero Global Beneficial owner; interests held jointly
with another person

EanfEEA B —RAL
HEFANEE

Icon Global®™ Beneficial owner; interests held jointly
with another person

EnEAN BE—BAL
HEFAHEE

FEE RO

Interest of spouse

[REY S

Ms. Tang Yiping®?
Bl L Lo
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300,000,000 75%

300,000,000 75%

300,000,000 75%



Notes:

(1) On 24 February 2017, the ultimate controlling shareholders of the
Company, namely Mr. Zhang Junshen and Mr. Zhang Junwei entered
into a concert parties confirmatory deed to acknowledge and
confirm, among other things, that they are parties acting in concert
with each member of the Group from the incorporation dates of the
respective members of the Group and continue as at and after the
date of the concert parties confirmatory deed, details of which are set
out in the subsection headed “History and Reorganisation — Parties
Acting in Concert” in the Prospectus. As such, pursuant to the parties
acting in concert arrangement, each of the controlling shareholders
of the Company, namely Hero Global (being wholly owned by Mr.
Zhang Junshen), Mr. Zhang Junshen, Icon Global (being wholly
owned by Mr. Zhang Junwei) and Mr. Zhang Junwei, is deemed to be
interested in 75.0% of the issued share capital of the Company.

(2)  Ms. Tang Yiping is the spouse of Mr. Zhang Junshen, and she is
deemed, or taken to be, interested in all Shares in which Mr. Zhang is
interested in for the purposes of the SFO.

Save as disclosed above, as at the date of this quarterly report,
the Directors were not aware of any other person (other than
the Directors or chief executive of the Company as disclosed in
the section headed “Directors’ and chief executive's interests and
short positions in Shares and underlying Shares and debentures
of the Company and its associated corporations” above) who
had or deemed to have interests or short positions in the shares,
underlying shares or debentures of the Company which has to be
disclosed to the Company under the provisions of Divisions 2 and 3
of Part XV of the SFO and as recorded in the register required to be
kept under section 336 of the SFO.

COMPETING INTEREST

During the nine months ended 30 September 2019, none of the
Directors or the controlling shareholders of the Company or their
respective close associates (as defined in the GEM Listing Rules) is
interested in any business which competes or is likely to compete,
either directly or indirectly, with the business of the Group or has
any conflicts of interest with the Group.
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DEED OF NON-COMPETITION

The controlling shareholders of the Company, namely Mr. Zhang
Junshen (through Hero Global), Mr. Zhang Junwei (through
Icon Global), (the “Controlling Shareholders”) entered into a
deed of non-competition dated 12 June 2018 ("Deed of Non-
competition”) in favour of the Company (for itself and as trustee
for each of its subsidiaries). For details of the Deed of Non-
competition, please refer to the section headed “Relationship with
Controlling Shareholders — Non-competition Undertaking” in the
Prospectus. Each of the Controlling Shareholders has confirmed
that none of them is engaged in, or interested in any business
(other than the Group) which, directly or indirectly, competes or
may compete with the business of the Group.

The independent non-executive Directors have also reviewed the
status of compliance and confirmed that all the undertakings under
the Deed of Non-competition have been complied with by each
of the Controlling Shareholders since the nine months ended 30
September 2019 and up to the date of this report.

PURCHASE, 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 since the nine
months ended 30 September 2019 and up to the date of this
report.

CORPORATE GOVERNANCE PRACTICES

The Company considers the maintenance of a high standard of
corporate governance important to the continuous growth of
the Group. The Company’s corporate governance practices are
based on code provisions as set out in the Corporate Governance
Code (the "CG Code"”) as contained in Appendix 15 of the GEM
Listing Rules. Other than the deviation from code provision A.2.1,
the Company has adopted and complied with, where applicable,
the CG Code to ensure that the Group’s business activities and
decision-making processes are regulated in a proper and prudent
manner.

Up to the date of this report, other than the deviation from code
provision A.2.1, the Company complied with the provisions of the
CG Code as set out in Appendix 15 to the GEM Listing Rules.
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CODE PROVISION A.2.1

In accordance with the code provision A.2.1 of the CG Code, the
roles of chairman and chief executive officer should be separate
and should not be performed by the same individual. The Board
is of the view that although Mr. Zhang Junshen is the chairman
and the chief executive officer of the Company, this structure will
not impair the balance of power and authority between the Board
and the management of the Company. The balance of power
and authority is ensured by the operations of the Board, which
comprises experienced and high caliber individuals and meets
regularly to discuss issues affecting operations of the Company.
The Board believes that this structure is conducive to strong and
consistent leadership, enabling the Group to make and implement
decisions promptly and efficiently. The Board has full confidence in
Mr. Zhang Junshen and believes that his appointment to the posts
of chairman and chief executive officer is beneficial to the business
prospects of the Company.

EVENT AFTER THE REPORTING PERIOD

The Directors are not aware of any significant event which had
material effect on the Group subsequent to 30 September 2019
and up to the date of this report.

INTEREST OF THE COMPLIANCE ADVISER

As notified by Guoyuan Capital (Hong Kong) Limited (“Guoyuan
Capital”), the Company’s compliance adviser, save for the
compliance adviser service agreement entered into between the
Company and Guoyuan Capital dated 28 March 2017, none of
Guoyuan Capital or its directors, employees or associates (as
defined in the GEM Listing Rules) had any interest in the Group
as at 30 September 2019, which is required to be notified to the
Company pursuant to Rule 6A.32 of the GEM Listing Rules.

SECURITIES TRANSACTIONS BY DIRECTORS

The Company has adopted Rules 5.48 to 5.67 of the GEM Listing
Rules as its own code of conduct (“Code of Conduct”) regarding
securities transactions by the Directors. The Company has
confirmed, having made specific enquiry of the Directors, that all
the Directors have complied with the Code of Conduct for the nine
months ended 30 September 2019 and up to date of this report.
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AUDIT COMMITTEE AND REVIEW OF
QUARTERLY RESULTS

The Group has established an audit committee (the "“Audit
Committee”) pursuant to a resolution of the Directors passed on
12 June 2018 in compliance with Rules 5.28 to 5.33 of the GEM
Listing Rules and with written terms of reference in compliance
with the CG Code.

The Audit Committee currently consists of one of our non-
executive Directors, namely Mr. Lyu Di and two of our independent
non-executive Directors, namely Chan Chi Fung Leo and Mr. Li
Zhensheng and the chairman is Mr. Chan Chi Fung Leo, who holds
the appropriate professional qualifications as required under Rules
5.05(2) and 5.28 of 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 and is of the opinion that
the preparation of such statements complied with the applicable
accounting standards, the requirements under the GEM Listing
Rules and other applicable legal requirements, and that adequate
disclosures had been made.

By order of the Board

Ziyuanyuan Holdings Group Limited
Zhang Junshen
Chairman and Chief Executive Officer

Hong Kong, 8 November 2019

As at the date of this report, the executive Directors are Mr.
Zhang Junshen (Chairman and Chief Executive Officer) and Mr.
Zhang Junwei, the non-executive Director is Mr. Lyu Di and the
independent non-executive Directors are Mr. Chan Chi Fung Leo,
Mr. Li Zhensheng and Mr. Chow Siu Hang.
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