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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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2020 FIRST 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 ended 31 March 2020 together with comparative figures

for the corresponding period in 2019, are as follows:

UNAUDITED CONDENSED CONSOLIDATED
STATEMENT OF PROFIT OR LOSS AND
OTHER COMPREHENSIVE INCOME

2020F 1 EERE

FREEEARAR(TARRDESS([ES
@ DRAMARE REKBAR (HEI AERE ) EH
2202093 A31H L3 A 2 A& EZ BT A 2

4 ER0I9FRHZ L BREBFTIT ¢

&
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EERER RS IER R
H Y 23 3%
Unaudited
REBEX

Three months ended 31 March
BZE3A31HI3EA

2020 2019
20204 20194
Note HK$’000 HK$'000
i FTExT FET
Revenue & 3 7,237 16,869
Cost of sales and services SHE R ARTEA A (3,633) 6,613)
Gross profit EF 3,604 10,256
Other income HA 4 398 561
Other losses HiEsiE 5 (1) ©®)
Staff costs BTIRA 7(a) (2,654) (4,975)
Depreciation e (360) (638)
Operating lease rental — land and buildings ERERe - T RIEF ()] (215)
Other operating expenses H ek (1,421) (1,652)
Finance cost &R 6 (55) (48)
(Loss)/profit before tax BRELAT (B R),BF (493) 3,283
Income tax expense FsEiFx 8 (24) (775)
(Loss)/profit for the period R (ER),RFl (517) 2,508
Other comprehensive (expense)/income, Ht2mE(Fx)
net of nil tax HKREBIE
ltem that may be subsequently reclassified HEnpEE 7R
to profit or loss: Bz 2EH -
Exchange differences arising on translation REBINEBEEZ
of foreign operations M5 ZHE (807) 632
Total comprehensive (expense)/income for HIRZME (BIx) WHEAHE
the period (1,324) 3,140
(Loss)/profit for the period attributable to: iR FEAE R R (E518), 857
Owners of the Company RREHEB A (459) 3,151
Non-controlling interests FEFER R (58) (643)
(517) 2,508
Total comprehensive (expense)/income for HiREL2E(BIX) &
the period attributable to: b
Owners of the Company RNATEEE A (1,262) 3,778
Non-controlling interests FEPEIR (62) (638)
(1,324) 3,140
HK cents HK cents
Al il
(Loss)/earnings per share attributable to RDFEE AL
owners of the Company BR(EB)BA 10
Basic and diluted BEARNE#E (0.03) 0.23
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UNAUDITED CONDENSED CONSOLIDATED AREREPGREESEFTHR
STATEMENT OF CHANGES IN EQUITY

Unaudited
FEEY
Attributable to owners of the Company
RREREAER
Retained Unaudited
profits/ REER
Share Share Merger Statutory ~ Exchange (accumulated Non-  Unaudited
capital premium reserve reserve reserve losses) Subtotal  controlling REER
REEA/ interests  Total equity
Bx  ROEE  AHEE  EERE  EXRE (R Mt EERER  BREER

HK§000  HKS000 ~ HK$000  HK§OO0  HK000  HKEOOD  HKS000  HKS000  HK$000
AL TAL AL AL AL AL AL THL AL

At 1 January 2019 ®201961A1R 139,778 148,287 17,941 508 (678) 19,103 324,939 1,853 326,792
Profit for the period elahagil - - - - - 3,151 3,151 (643) 2,508
Other comprehensive income ~ EIREM2ERE :
for the period:
Exchange differences arisngon ~ REIBINEREL
translation of foreign operations ~ EXEH - - - - 627 - 627 5 632
Total comprehensive income/ HrcEkE/
(expense) for the period (R - - - - 627 3,151 3,778 (638) 3,140
At 31 March 2019 1#2019F3A31H 139,778 148,287 17,941 508 (51) 22,254 328,717 1,215 329,932
At 1 January 2020 20201 A18 139,778 148,287 17,941 559 (1,528) 3 305,414 439 305,853
Loss for the period HREE - = = = = (459) (459) (58) (517)
Other comprehensive expense  SRH 2 EE
for the period:
Exchange differences arising on ~ AESINEBEE L
translation of foreign operations ~ EXZE = - - - (803) - (803) @ (807)
Total comprehensive expense BR2EFSES
for the period - - - - (803) (459) (1,262) (62) (1,324)
Transfer to statutory reserves BRI TR - = = @ = 2 = - -
At 31 March 2020 #0020%3831A 129778 148287 17,941 557 (2331) 60 304152 3 30452
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NOTES TO THE UNAUDITED CONDENSED
CONSOLIDATED FINANCIAL STATEMENTS

General Information

The Company was incorporated in the Cayman Islands 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 “#TEHTEEE AR A F]” as the dual foreign
name of the Company to replace the previous Chinese name “Z= &l &}
SEARRQT"

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”); and

(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”).

The unaudited condensed consolidated financial statements for the
three months ended 31 March 2020 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.
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2. Basis of preparation and accounting policies

The unaudited condensed consolidated financial statements for the
three months ended 31 March 2020 have been prepared in accordance
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 three months ended 31 March
2020 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
three months ended 31 March 2020 have been prepared on the
historical cost basis except for certain financial instruments that are
measured at fair values, as appropriate.

The Group has applied the following new and amendments to HKFRSs
issued by the HKICPA for the first time in the current period:

Amendments to HKFRS 3 Definition of a Business
Amendments to HKAS 1 Definition of Material
and HKAS 8
Amendments to HKFRS 9, Interest Rate Benchmark Reform
HKAS 39 and HKFRS 7

The application of the new and amendments to HKRFSs in the current
period has had no material impact on the Group’s financial positions and
performance for the current and prior periods and/or on the disclosures
set out in these unaudited condensed consolidated financial statements.

Saved for the above, the significant accounting policies that have been
used in the preparation of the unaudited condensed consolidated
financial statements for the three months ended 31 March 2020
are consistent with those followed in the preparation of the Group’s
consolidated financial statements for the year ended 31 December 2019
included in the 2019 Annual Report.

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 2019.
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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, and
interest income from Money Lending Business during the period. An
analysis of the Group’s revenue for the period is as follows:

Wz

W SR BRI R B B B AT SR P
ERMBEFE - R ERENBERRS
BB BN o 78 BH P H I
T

Unaudited
RIQEX
Three months ended 31 March
HZ3H31HI3EA

2020 2019
20204 20194
HK$’000 HK$’'000
FET FET
Revenue from contracts with customers KEHEF &I a
Sales of ICs HE SR ER 405 2,781
Provision of ASIC services IRHASICARTS 138 230
Provision of property management services REYEEERS 3,958 9,197
Revenue from other sources P Y=P=8/¥ Y d0L €
Interest income from Money Lending Business & B & £ SR B UL A 2,736 4,661
7,237 16,869
Timing of revenue recognition WAt 2o T R ) PR
A point of time F— AR 25 405 2,781
Over time B s ] 6,832 14,088
7,237 16,869
Other income =R ON
Unaudited
REBEZ

Three months ended 31 March
BZ3A31HI3EA

2020 2019
20204 2019%F
HK$’000 HK$’'000
FExT FAT
Interest income from R E R BUWA
— Bank deposit —HRITIFR 2 3
— Others —HAh 334 386
Sundry income ESIET PN 62 172
398 561
5. Other losses
Hib g8
Unaudited
RISEX
Three months ended 31 March

B Z3H31H1E3EA
2020 2019
2020 2019
HK$’000 HK$’'000
FExT FAT
Exchange loss P& 5 fEstE 1 6
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6. Finance cost

%8 M

Unaudited
RIQEX
Three months ended 31 March
BZE3A31HL3@EA

2020 2019

20204 20194

HK$’000 HK$'000

FExT FHETT

Interest expense on lease liabilities HEBBEIMNEER 55 48

7. (Loss)/profit before tax

The Group’s (loss)/profit before tax is arrived at after charging:

BRBLAT (B518) A
ASRE 2 BT (BIE),HE R

Unaudited
RGEX
Three months ended 31 March
B Z3A31HL3EA

2020 2019
2020%F 2019%F
HK$’000 HK$’000
FEx FHET
(a) Staff costs (@ BIHA
Staff costs including directors’ emoluments PREZFHEMHEINA
— Salaries, allowances and benefits in —#e R REMREN
kind 2,518 4,676
— Retirement benefits contributions —RIREFFH B 136 299
2,654 4,975
(b) Other items (b) HfamEAE
Auditor’s remuneration ZERNEN S
— Audit services — BT IR 175 163
Cost of inventories recognised as expenses ERABFZMFENAR 388 2,170
Cost of services* PR 7% A A~ 3,245 4,443
Depreciation on right-of-use assets* CREEEZINE 493 361
Depreciation on property, plant and Y% WEREEZINE
equipment 117 277
Design and development costs REt R RN - 263
Exchange loss FE i 518 1 6
Legal and professional fee FREREEEA 686 531

Cost of services included approximately HK$250,000 for the period ended
31 March 2020 relating to depreciation on right-of-use assets which
amount is also included in the total amount disclosed separately in above

expenses.

# BRTS AR 2N B 3B A = 2020453 A 31 H 1 HARE
A EITERBNL250,000/4 7T © 32
SEEINFT A LS P EBIEREOEEN -

FRATBEREBRAS 2020FE-FERE g



8.

Income tax expense

8. FEHRX

Unaudited
RIQEX
Three months ended 31 March
BZE3A31HL3@EA

2020 2019
20205 2019%F
HK$’000 HK$'000
FHET FAT

Current tax RNEATHIA
- Hong Kong Profits Tax —BENEH - 140
— PRC Enterprise Income Tax — PSR 24 655
Overprovision in prior years B FEBERE = (20)
24 775

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% (2019: 25%) except that P8 JI| & 7 8 & &= & 2
AR AR () E ETTE” is entitled to a preferential tax rate of 15%
according to the PEEB AR E 2T BIE BB 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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9. Dividends 9. BE
The Directors do not recommend the payment of an interim dividend for FEEWTEFHME Z2020F &2019F3 A31
the three months ended 31 March 2020 and 2019. A 1316 AR R ERRR B, -
10. (Loss)/earnings per share 10. B8R (E18) BF
Basic and diluted (loss)/earnings per share is calculated by dividing the FREARREE(EE) BF TR AL
(loss)/profit attributable to the owners of the Company by the weighted ANRIEA AEMG (EIE),SEF] - BRAEIA
average number of ordinary shares in issue during the period. BETE R MEFSEBE -
Unaudited
RICERZ
Three months ended 31 March
EZE=3A31813EA
2020 2019
20205 2019%F
HK$’000 HK$’'000
FExT FHETT
(Loss)/profit attributable to owners of the NN R AEL (EE), &5 F
Company (459) 3,151
Number of shares
BB E
2020 2019
20204 20194
’000 000
TR T &
Weighted average number of BETEARZINETHE
ordinary shares in issue 1,397,782 1,397,782
There were no outstanding share options as at 31 March 2020 and 20204 201943 A31H + B i# K17
2019 and have no potential dilutive ordinary share in issue. BRI EE BT OB SR
A& o
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MANAGEMENT DISCUSSION AND ANALYSIS

During the period ended 31 March 2020, 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 (Chapter
163 of the Laws of Hong Kong); and (3) the provision of investment and
planning consulting service, real estate agent, property management services
and car parking management services in the PRC.

Business review

IC Business

The Group sells IC under its own brand name “MiniLogic” and provides
application specific IC services (the “ASIC Service”) in the design and
development of tailor-made IC to its customers. The Group also provides
tailor-made IC solutions and sells for 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”).

As at 31 March 2020, the Group had 10 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.

ASIC Section

Under the ASIC Section, the major products are DVD Player ICs, Power
Management ICs and Electronic Cigarette ICs. Revenue from the ASIC
products decreased from approximately HK$1.8 million for the three months
ended 31 March 2019 to approximately HK$0.1 million for that period of
2020.

Meanwhile, revenue from the provision of ASIC Service was HK$0.1 million,
representing a decrease of HK$0.1 million or 40.0% as compared to HK$0.2
million for the same period in 2019. Due to the decrease in revenue from the
ASIC products, particularly in DVD Player ICs, Power Management ICs and
Electronic Cigarettes ICs, the overall revenue from the ASIC Section dropped
by 87.5% from approximately HK$2.0 million for the period ended 2019 to
HK$0.3 million for the corresponding period in 2020.

Standard IC Section

Under the Standard IC Section, the major products are LCD Driver ICs for
instrument panel and Power Management ICs. The overall revenue from the
Standard IC Section decreased by 71.4% from approximately HK$1.0 million
for the period ended 2019 to approximately HK$0.3 million for that period of
2020.
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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 period ended 2020 was approximately HK$2.7 million,
which accounted for 37.8% of the Group’s total revenue for the period
under review. There was a decrease of approximately HK$1.9 million or
41.3% as compared to that of approximately HK$4.7 million for the period
ended 2019. The outstanding principal amount of loan receivables as at 31
March 2020 was approximately HK$155.1 million. The decrease in revenue
was mainly attributed to the decrease in average rate in the money lending
business. While the loans and interest receivables balance (before provision
of impairment loss on loan receivables) increased by approximately 6.0%
to approximately HK$185.3 million as at 31 March 2020 as compared to
approximately HK$174.8 million as at 31 March 2019.

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

Property Management Services

The revenue of this business segment is generated through provision of
property management services to property owners and residents such
as predelivery services, move-in assistance services, security, cleaning,
gardening, repair and maintenance. The revenue of this segment decreased
by 52.3% from approximately HK$7.7 million for the period ended 2019 to
approximately HK$3.7 million for the corresponding period in 2020.

As at 31 March 2020, the Group managed residential and non-residential
properties with an aggregate contracted gross floor area (“GFA”) of
approximately 57,000 square meters and 52,000 square meters respectively
(three months ended 31 March 2019: approximately 57,000 square meters
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. For 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.
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Property Real Estate Agency Services

The property management team provides property management and real
estate agency services in respect of commercial and residential buildings
in the PRC. The revenue of this segment increased by 58.3% from
approximately HK$84,000 for the period ended 2019 to approximately
HK$133,000 for the corresponding period in 2020.

Property Consulting Services

The property management team also provides property management
consultancy services to other property management companies such as
standardised operation, cost control and consultation. The revenue of this
segment decreased by 88.4% from approximately HK$1.5 million for the
period ended 2019 to approximately HK$0.2 million for the corresponding
period in 2020.

Financial Review

Below is an analysis of the key financial indicators including, but not limited
to revenue, cost of sales and services and gross profit, which reflected the
financial performance of the Group.

Revenue, Cost of Sales and Services, and Gross Profit

The total revenue of the Group decreased by 57.1% from approximately
HK$16.9 million for the period ended 31 March 2019 to approximately
HK$7.2 million for the corresponding period in 2020. The decrease in revenue
was mainly attributed to the net effect of (i) a decrease in revenue from the IC
business of approximately HK$2.5 million as a consequence of the shrinkage
in the scale of IC industry; (i) a decrease in revenue of approximately HK$1.9
million attributed to the decrease in average rate in the money lending
business; and (i) a decrease in revenue of approximately HK$5.3 million
from property management services and property consulting services as a
result of certain of new and/or renewal property management contracts being
postponed in negotiation in property management segment which has been
caused by the outbreak of the novel coronavirus epidemic (COVID-19).

Cost of sales and services of the Group mainly incurred from the IC business
and the property management business amounting to approximately HK$6.6
million for the period ended 2019 to approximately HK$3.6 million for the
corresponding period in 2020.

The Group’s gross profit margin as a percentage of revenue decreased
from 60.8% for the period ended 2019 to 49.8% for that of 2020. The
Group’s gross profit for the period ended 2020 was approximately HK$3.6
million, down from approximately HK$10.3 million recorded in the same
period of 2019. The decrease in gross profit was mainly arising from
property management segment due to the fact that the PRC government
has introduced the various restriction regulatory measures, in particular,
enhancing services of COVID-19 spreading prevention facilities in certain
areas and implementing mandatory quarantine measures.
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Administrative Expenses and Finance Cost

Staff costs of the Group decreased from approximately HK$5.0 million for the
period ended 2019 to approximately HK$2.7 million for the same period of
2020, which was mainly due to a decrease in number of staff of the Group.

Depreciation of the Group decreased from approximately HK$0.6 million for
the period ended 2019 to approximately HK$0.4 million, which was mainly
due to the termination and modification of the leases incurred in the second
half of 2019.

Operating lease rental of the Group decreased from approximately
HK$215,000 for the period ended 2019 to HK$4,000 for the same period of
2020, which was mainly due to the short-term leases expired in 2019.

Administrative expenses of the Group slightly decreased from approximately
HK$1.7 million for the period ended 2019 to approximately HK$1.4 million for
the same period of 2020. The decrease was mainly attributed to the decrease
in design and development cost as a consequence of the shrinkage in the
scale of IC industry.

Finance cost of the Group for the period ended 2019 and 2020 mainly
comprise interest on the lease liabilities after the coming into effect of HKFRS
16. Finance cost slightly increased from approximately HK$48,000 for the
period ended 2019 to HK$55,000 for the same period of 2020.

(Loss)/Profit Attributable to Owners of the Company

The consolidated loss attributable to owners of the Company for the period
ended 31 March 2020 was approximately HK$0.5 million, down from
consolidated profit attributable to owners of the Company approximately
HK$3.2 million recorded for the same period of 2019. The decrease was
mainly attributable to (i) the shrinkage in the scale of IC industry; and (ii)
a decrease in demand of property management services and property
consulting services due to the outbreak of coronavirus disease 2019
(COVID-19).

Contingent Liabilities and Charges

The Group had no material contingent liability as at 31 March 2020 and 2019.
As at 31 March 2020 and 2019, the Group had not pledged any assets to
secure bank facilities and finance lease obligations.
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Major transaction — acquisition for property
management business

On 17 October 2019, Chengdu Wanlifeng Investment Co., Ltd.* (“Wanlifeng”),
and, Sichuan Western Asset Management Co., Ltd.* (“Sichuan Western”), an
indirect wholly-owned subsidiary of the Company, entered into the second
memorandum of understanding (the “Second MOU”) in relation to the
acquisition (the “Acquisition”). Pursuant to the Second MOU, a new exclusivity
period of 90 days from 18 October 2019 up to and including 15 January
2020 was granted and during such exclusivity period, Sichuan Western shall
have a sole and exclusive right to conduct due diligence investigation on the
target group and to negotiate with Wanlifeng on the Acquisition with a view to
entering into a definitive and binding agreement in respect of the Acquisition.
The consideration for the Acquisition is expected to be not more than RMB30
million. The actual terms for the Acquisition shall be subject to agreement by
Wanlifeng and Sichuan Western and is to be set out in the formal agreement
to be signed by Wanlifeng and Sichuan Western.

On 20 November 2019, Sichuan Western, and the vendor, entered into
the acquisition agreement in relation to the sale and purchase of the equity
interests (together with the settlement of the outstanding balance) at a
consideration of RMB25,000,000. Completion of the acquisition agreement
is conditional upon, among others, the conditions precedent as set out in the
acquisition agreement being satisfied.

The target company is principally engaged in the provision of property
management, car park management and related services in the PRC. Up to
the date of this report, the acquisition has not yet been completed pending
for the conditions precedent to be satisfied. Details of the Second MOU for
proposed acquisition and major transaction for Acquisition were disclosed in
the Company’s announcements dated 17 October 2019 and 20 November
2019 and the Company’s circular dated 24 December 2019 respectively.

The English translation of names or any descriptions in Chinese which are
marked with “*” is for identification purpose only.
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Discloseable transaction — acquisition of 49% equity
interest in Tian Cheng Investment Limited

Mr. Wong Siu Piu, an individual and an independent third party (the “Vendor”),
entered into a sale and purchase agreement on 16 March 2020 (the “S&P
Agreement”) to sell certain of its shareholdings, being 49% equity interest
in Tian Cheng Investment Limited, to Easy Loan Finance Limited, a limited
company incorporated in Hong Kong and an indirect wholly-owned subsidiary
of the Company (the “Purchaser”). The Vendor, entered into a loan agreement
with the Purchaser on 17 January 2019 as borrower for a loan of HK$30.0
million, details of the loan as set out in the Company’s announcement dated
17 January 2019. Prior to entering into the S&P Agreement, all interest
accrued during the 12-month term of the loan under the loan agreement had
been settled by the Vendor. In addition, on 18 January 2020, the Purchaser
had agreed to waive all interest accrued on the loan balance from 18 January
2020 onwards. As such, the outstanding amount as at the date of the S&P
Agreesment was HK$30.0 million, being the principal amount of the loan under
the loan agreement. The consideration under the S&P Agreement was settled
by way of set off against the outstanding amount of HK$30.0 million due and
payable by the Vendor to the Purchaser under the loan agreement.

As it became evident that the Vendor was unable to repay the outstanding
amount under the loan agreement as it fell due, the Board is of the view
that the investment in Chengdu Yihe Tiancheng Real Estate Development
Co., Ltd, through the Target Company presented a good opportunity for the
Group to invest in the real estate development and property sales business
as such business complements the Group’s business in the provision of
investment and planning consulting service, real estate agent, property
management services and car parking management services in the PRC.

Up to the date of this report, the acquisition has not yet been completed
pending for the conditions precedent to be satisfied. Details of the loan
agreement and the S&P Agreement were disclosed in the Company’s
announcement dated 17 January 2019 and 16 March 2020 respectively.
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EVENTS AFTER THE REPORTING PERIOD

Discloseable transaction in relation to acquisition
and completion of 45% of issued shares in and
shareholder’s loan due by the SMA Pacific Limited
involving issue of consideration shares under general
mandate

On 25 March 2020, Excellence Steps Limited, a directly wholly-owned
subsidiary of the Company, entered into the Sale and Purchase Agreement
with Chu Hin Ming Alfonso, the Vendor, pursuant to which Excellent
Steps Limited has conditionally agreed to purchase, and the Vendor has
conditionally agreed to sell, the Sale Shares and the Sale Loan at the
Consideration of HK$13,500,000. On 7 April 2020, Excellence Steps Limited
holds 45% of the issued shares in the SMA Pacific Limited and the SMA
Pacific Limited is accounted for as an associate of the Group.

Proposed relocation by way of deregistration of the
Company in the Cayman Islands and continuation as
an exempted company under the laws of Bermuda

The Board proposes to relocate the Company from the Cayman Islands to
Bermuda by way of deregistration of the Company in the Cayman Islands and
continuation as an exempted company under the laws of Bermuda.

Proposed adoption of Memorandum of Continuance
and Bye-laws

In connection with the Relocation, the Company proposes to adopt the
Memorandum of Continuance and the Bye-laws in compliance with Bermuda
laws to replace the existing memorandum and articles of association of the
Company, respectively, which will take effect immediately after the Relocation
becoming effective.

Proposed reduction of share premium account

The Board proposes to reduce the entire amount standing to the credit of
the share premium account of the Company to nil and to transfer the credit
arising from such reduction to the Contributed Surplus Account upon the
Relocation becoming effective. As at the date of this report, the Company
has a credit balance of approximately HK$148,287,000 standing in its share
premium account.
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Proposed Capital Reorganisation

Upon the Relocation becoming effective, the Board proposes to implement
the Capital Reorganisation which involves the following:

(1)

Proposed Share Consolidation

The Board proposes to effect the Share Consolidation pursuant to
which every four (4) Existing Shares in the issued and unissued share
capital of the Company of HK$0.10 each will be consolidated into one
(1) Consolidated Share of HK$0.40 each, and where applicable, the
total number of Consolidated Shares in the issued share capital of the
Company immediately following the Share Consolidation will be rounded
down to a whole number by cancelling any fraction in the issued share
capital of the Company which may arise from the Share Consolidation.

Proposed Capital Reduction and Share Subdivision
The Board proposes that:

U

(i)

(iv)

the issued share capital of the Company will be reduced through a
cancellation of the paid-up capital of the Company to the extent of
HK$0.39 on each of the issued Consolidated Shares such that the
nominal value of each issued Consolidated Share will be reduced
from HK$0.40 to HK$0.01;

immediately following the Capital Reduction, each of the authorised
but unissued Consolidated Shares of HK$0.40 each will be sub-
divided into 40 New Shares of HK$0.01 each;

the credit arising in the books of the Company from (a) the
cancellation of any fraction in the issued share capital of the
Company which may arise from the Share Consolidation; and (b)
the Capital Reduction will be credited to the Contributed Surplus
Account within the meaning of the Companies Act; and

the amount standing to the credit of the Contributed Surplus
Account be applied to set off the accumulated losses of the
Company in full and be applied in any other manner as may be
permitted under the Bye-laws and all applicable laws of Bermuda.

For further details of the above, please refer to the announcement of the
Company dated 22 April 2020.
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OUTLOOK

Looking ahead, certain unfavourable factors such as fluctuation of the global
financial markets and the outbreak of the coronavirus disease (COVID-19)
may exert pressure in Hong Kong in general.

The epidemic has undoubtedly presented difficult challenges to the business
environment of domestic enterprises in virtually all sectors.

On one hand, supply chain management of construction material have begun
in the fourth quarter of 2019, which effectively contribute to the diversification
of the Group’s business development. However, it is expected that the
internally-developed supply chain management of construction material may
suspend by mid-2020, depends on the development of the epidemic.

It has been the Group’s objective to explore possible investment
opportunities, including but not limited into, property investment in overseas,
with an aim to deliver reasonable returns for shareholders. The Directors
considers that the possible acquisition, may or may not enter into, which in
line with the overall business direction of the Group and is a good investment
opportunity to step into the property investment industry in the property
market.

In view of the increased strengthening of the safety and environmental
protection requirements of the PRC government, the Group will be committed
to improving internal control standards, so as to achieve sustainable
development. Moreover, the Group will strive to promote the concept of green
management, and to practice a clean, efficient and low-carbon development
management, in order to be socially responsible through energy conservation
and emission reduction, and deliver sustainable and promising returns to
shareholders.
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DIRECTORS’ AND CHIEF EXECUTIVES’
INTERESTS AND SHORT POSITIONS IN
THE SHARES, UNDERLYING SHARES AND
DEBENTURES OF THE COMPANY OR ANY
ASSOCIATED CORPORATION

As at 31 March 2020, the interests and short positions of the Directors
and chief executive of the Company in the shares, underlying shares and
debentures of the Company or any of its associated corporations (within
the meaning of Part XV of the Securities and Futures Ordinance (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 interest or short
positions which they are taken or deemed to have under such provisions of
the SFO) or which were required to be recorded in the register maintained by
the Company pursuant to section 352 of the SFO or otherwise notified to the
Company and the Stock Exchange pursuant to rules 5.46 to 5.68 of the GEM
Listing Rules relating to the securities transactions by the directors.

Long and Short Positions in Ordinary Shares of the
Company
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Number of Percentage of

issued the issued

Name of Directors Capacity shares held share capital
Frige & EEBITIREH

EEns 5% RDBE BAk
Note (i) Note (i)

B ) B i)

Mr. Zhang Qing Personal interest 4,000,000 (L) 0.29%

REXLE 1B AfE2S

Notes:
0] The letter “L” represents long positions in the shares of the Company.

(i) The percentage of shareholding was calculated based on the Company'’s total
issued share capital of 1,397,782,000 shares of the Company as at 31 March
2020.

Save as disclosed above, as at 31 March 2020, none of the Directors and
chief executive of the Company nor their close associates had any interests
or short positions in any shares, underlying shares and debentures of the
Company or any of its associated corporations as defined in the SFO.
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INTERESTS AND SHORT POSITIONS OF
SUBSTANTIAL SHAREHOLDERS AND OTHER
PERSONS IN THE SHARES AND UNDERLYING
SHARES OF THE COMPANY

As at 31 March 2020, so far as it known to any Director or the chief executive
of the Company, the particulars of the corporate or persons (other than
a Director or the chief executive of the Company) which had 5% or more
interests and short positions in the shares and the underlying shares of the
Company as recorded in the register kept pursuant to section 336 of the SFO

were as follows:

Long and Short Positions in Ordinary Shares of the
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800,400,526 (S) 57.98%
(Note (iii))
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(Note (i)
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Notes:

0] Mr. Lau Mo (passed away on 21 December 2019) 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 2019, Champsword Limited had executed
on 13 November 2019 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. Zhongtai Financial Investment Limited thus has
security interest over these shares.

(i)  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.

(i) Frank Forensic and Corporate Recovery Limited was appointed as sole receiver
by Zhongtai Dingfeng Classified Fund SP, a segregated portfolio of Qilu
International Funds SPC made pursuant to a share charge dated 13 November
2018 entered into by Champsword Limited as chargor and Zhongtai Financial
Investments Limited as chargee. Champsword charged the Shares in favour of
Zhongtai Financial as a continuing security for the payment and discharge of the
certain liabilities. For details, please refer the announcement of the Company
dated 4 May 2020 and 5 May 2020 respectively.

(iv)  The letter “L” represents long positions in the shares of the Company whereas the
letter “S” represents short positions in the shares of the Company.

(v} The percentage of shareholding was calculated based on the Company’s total
issued share capital of 1,397,782,000 shares of the Company as at 31 March
2020.

Save as disclosed above, as at 31 March 2020, the Company had not
been notified by any persons (other than Directors or chief executive of the
Company) who has an interest of short positions in the shares or underlying
shares of the Company which were recorded in the register required to be
kept by the Company under Section 336 of the SFO.

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 incentive 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”);

(b) any non-executive directors (including independent non-executive
directors) of any member of the Group or any Invested Entity;
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(c) any supplier of goods or services to any member of the Group or any
Invested Entity;

(d) any customer of any member of the Group or any Invested Entity;

(e) 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.

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 (iii) the nominal value of a share.

The refreshment of the Share Option Scheme mandate limit was approved
at the annual general meeting held on 3 May 2019, based on 1,397,782,400
shares in issue as at 3 May 2019, the Company was allowed to grant further
options under the Share Option Scheme at up to a total of 139,778,240
shares, representing 10.0% of the shares in issue as at 3 May 2019 and
representing 10.0% of the issue share capital of the Company as at 31
December 2019 and the date of this report respectively, and representing
10.0% of the issued share capital of the Company, as at the date of 2018
annual report.
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No share option was granted, exercised, cancelled, expired or lapsed since
1 January 2019 and the refreshment of the scheme mandate limit on 3 May
2019 and up to 31 March 2020. Since the date of adoption of the Share
Option Scheme, a total of 29,030,400 share options were granted (the
“Granted Share Options”), of which 15,382,400 share options were exercised
and 13,648,000 share options were lapsed. Save and except for aforesaid,
there was no other option granted, exercised, cancelled or lapsed since the
date of adoption of the Share Option Scheme, and there was no outstanding
share options under the Share Option Scheme during the period from 10
November 2016, being the date which all outstanding Granted Share Options
lapsed, to 31 December 2019.

PURCHASE, SALE OR REDEMPTION OF THE
COMPANY’S LISTED SECURITIES

During the three months ended 31 March 2020, neither the Company nor any
of its subsidiaries had purchased, sold or redeemed any of the Company’s
listed securities.

DIRECTORS’ INTERESTS IN COMPETING
BUSINESS

During the three months ended 31 March 2020, the Board is not aware
of any Director, the controlling shareholder or the management and their
respective close associates (as defined under the GEM Listing Rules) to have
an interest in any business which competes or is likely to compete, either
directly or indirectly with the business of the Group.

SECURITIES TRANSACTIONS BY DIRECTORS

During the three months ended 31 March 2020, the Company has adopted a
code of conduct regarding the Directors’ securities transactions (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.

Having made specific enquiry, all Directors of the Company have confirmed
that they have fully complied with the required standard set out in the Model
Code throughout the three months ended 31 March 2020.

CORPORATE GOVERNANCE CODE
COMPLIANCE

The Company has complied throughout the three months ended 31 March
2020 with the applicable code provisions in the Corporate Governance Code
(the “CG Code”) contained in Appendix 15 of the GEM Listing Rules, except
the following deviation:
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Under code provision A.2.1, the roles of chairman and chief executive should
be separate and should not be performed by the same individual. During
the period from 22 May 2019 to 22 January 2020, in light of the resignation
of Dr. Sung Tak Wing, Leo, Mr. Zhang Qing served as both the chairman
and the chief executive officer. To comply with the code provision, the
Board appointed a new Director on 22 January 2020, Mr. Gan Lin, who also
assumed the role of chief executive officer of the Company therefrom.

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

Mr. Ko Yin Wai* (a former independent non-executive Director) was unable to
attend the annual general meeting of the Company held on 3 May 2019 as he
was obliged to be away for his business matter.

* Mr. Ko has retired an independent non-executive Director on 3 May 2019.

DIVIDEND

The Directors do not recommend the payment of an interim dividend for the
three months ended 31 March 2020.

AUDIT COMMITTEE

The Company has established an Audit Committee with written terms of
reference which are of no less exacting terms than those set out in the
CG Code and Corporate Governance Report contained in Appendix 15 of
the GEM Listing Rules. At present, the Audit Committee comprises three
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 for the three months ended 31 March 2020, which is of
the opinion that such statements have been prepared in accordance with all
applicable accounting standards, the Hong Kong Companies Ordinance and
the GEM Listing Rules.

By order of the Board

New Western Group Limited
Mr. Zhang Qing

Chairman

Hong Kong, 11 May 2020

As at the date of this report, the executive Directors are Mr. Zhang Qing, Mr.
Gan Lin and Ms. Li Nian; the non-executive Directors are Mr. Liu Kam Lung
and Mr. Wong Kee Chung; and the independent non-executive Directors are
Mr. Cheung Chi Man Dennis, Mr. Chiu Yu Wang and Dr. Gao Jinkang.
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