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SUMMARY

This summary aims at giving you an overview of the information contained in this document
and should be read in conjunction with the full text of this document. As the following is only a
summary, it does not contain all the information that may be important to you. You should read this
document in its entirety before you decide to [REDACTED] in the [REDACTED)].

There are risks associated with any [REDACTED]. Some of the particular risks in
[REDACTED] in the [REDACTED] are set out in the section headed “Risk factors” in this
document. You should read that section carefully before you decide to [REDACTED] in the
[REDACTED]. Various expressions used in this summary are defined in the sections headed

“Definitions” and “Glossary of technical terms” in this document.

OVERVIEW

We are a gold exploration, mining and processing company established in 2005 and located in
Yantai city of the Shandong Province in China. We sell gold bullion derived from gold concentrate
processed by us. According to the F&S Report, we were the third largest gold mining company in the
Shandong Province in 2022 with a market share of 2.6% in terms of mine production volume but the top
two players have an aggregated market share of approximately 78.3% in terms of gold mine production
volume. Further, Shandong Province is the largest gold producing province in the PRC with gold mine
production volume of approximately 41.4 t, which accounted for approximately 14.0% of the total gold
mine production volume in China in 2022, while Yantai city accounted for more than 90% of the gold
mine production of the Shandong Province in 2022. We believe we enjoy growth opportunities

attributable to our location in Yantai city.

According to the SRK Report, we had total Probable Mineral Reserves, Indicated Mineral
Resources and Inferred Mineral Resources amounted to approximately 23,275.0 kt, 35,950.0 kt and
39,720.0 kt, respectively, as at 31 December 2022. We operate two operating gold mines, namely, the
Songjiagou Open-Pit Mine and the Songjiagou Underground Mine, both are located at Songjiagou, the
Muping-Rushan gold metallogenic belt, which is one of the three major gold metallogenic belts in
Yantai, and are in close proximity of around 400 metres from each other. We operate an ore processing
plant within 4 km from our mines with an annual ore processing capacity of approximately 2,000 kt.
Our mining assets and ore processing plant are well supported by upstream and downstream gold supply

chain industries in the Yantai city, and are easily accessible by highway.

We have the track records to develop greenfield mining assets and related facilities and have
successfully turned them into actual mining and gold producing assets as both of our mining assets, ore
processing plant and related facilities such as tailings dam were developed by us. Both our management
and operations teams are led by professionals who have extensive industry experience. Our management
team is led by our Chairman, executive Director and chief executive officer, Dr. Shao, who held a
doctor of philosophy degree in mineral processing and has extensive experience in ore processing,
mining-related finance and investment management. Leveraging our strong technical team of four
mining operations engineers and six geologists, many of whom previously worked at SRK, and headed
by Mr. Huang Yong, a recipient of China Nonferrous Metals Industry Science and Technology Award
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(PR 05 8 THERHEFT4E) in 2006, we have recorded high operational efficiency with an average
production cost of approximately RMB186.3 per gram in FY2022, which is below the industry average
of RMB298.0 per gram in 2022 as stated in the F&S Report. We accredited this achievement to our
effective gold grade control and production management implemented by our technical team as part of
our mining methodology which, before drilling and blasting activities to be carried out with respect of
our mining works, incorporates geostatistics into a mix of mining methods (such as drilling, blasting,
loading and transportation method for Songjiagou Open-Pit Mine and shrinkage stope and cut-and-fill
mining method for Songjiagou Underground Mine) to help select and identify higher gold content
orebody (i.e. ore with higher gold grade) to be extracted based on ground and mining site conditions to
improve our resource quality while controlling the stripping volume so that we can ensure a stable grade
of ore is being fed into our ore processing plant for our ore processing operations. Our Directors believe
that our streamlined business model enables us to focus on our core mining and ore processing
operations while keeping our operation costs low, thereby enhancing Shareholders’ value in the long

run.

Prior to February 2021, we outsourced a substantial portion of our mining works comprising
demolition, blasting, drilling and excavation works, refining and logistics works to qualified third-party
subcontractors. Since February 2021 and up to the Latest Practicable Date, we carry out substantially all
of our mining works comprising demolition, drilling, blasting and excavation works ourselves seeking to
reduce the costs of mining but outsource all the refining and logistics works to qualified third-party
subcontractors. We take safety seriously and have training programmes in place for our third-party
subcontractors. All third-party subcontractors are required to possess the requisite qualifications to
undertake the commissioned works and carry out their works according to our mine plannings and under
our supervisions and inspections. We were awarded the Advanced Unit in Production Safety at the
District Level from the government authority of Muping District in Yantai city. As at the Latest
Practicable Date, our staff force reached around 440. During the Track Record Period, our revenue
amounted to approximately RMB361.0 million, RMB247.9 million and RMB418.4 million, respectively,
while our net profit amounted to approximately RMB114.4 million, RMB58.7 million and RMB121.0

million, respectively.
COMPETITIVE STRENGTHS

We believe that our success is attributed to, among other things, the following competitive
strengths which distinguish us from our competitors: (i) our gold mines’ location in Yantai city, which
is a gold rich area with well-established gold supply chain industry; (ii) our strong technical team which
is instrumental to our high operational efficiency at production costs lower than industry average; (iii)
our ability to develop greenfield mining assets and our existing operating mining assets can support our
next phase of growth strategies; (iv) our commitment to safety and environmental management; and (v)
our distinguished integrated management team. Please refer to the section headed “Business —

Competitive strengths™ in this document for further details.
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BUSINESS STRATEGIES

We intend to implement the following business strategies to achieve sustainable growth to
strengthen our leading position in the Shandong Province in the PRC: (i) further construction of mining
infrastructure in accordance with our mine optimisation plan; (ii) upgrade our gold reserves to extend
LoM through additional exploration activities at our existing mine area; and (iii) expand our business
and grow our market share through selective acquisitions of gold mining assets. For further details,

please refer to the section headed “Business — Business strategies” in this document.
OUR MINERAL ASSETS AND RESERVES

As at the Latest Practicable Date, we had a complete set of portfolio of mining assets and related
infrastructure within close proximity with each other, which include (i) one open-pit gold mine, namely
our Songjiagou Open-Pit Mine, with a permitted annual mine production volume of 900.0 kt and LoM
of approximately 8.0 years (which extension of LoM is subject to the progress of the implementation of
the mine optimisation plan); (ii) one underground gold mine, namely our Songjiagou Underground Mine,
with a permitted annual mine production volume of 90.0 kt and LoM of approximately 6.5 years; (iii) an
ore processing plant with an annual ore processing capacity of approximately 2,000 kt; and (iv) a
tailings dam with a total storage capacity of approximately 42.2 million m’. Please see paragraphs
headed ‘“Business — Our mineral assets and reserves — Our two gold mines”, “Business — Our
operations — Our ore processing facilities” and “Business — Our operations — Tailings” for further
details.

The following table sets forth the information on our Mineral Resources and Mineral Reserves as
at 31 December 2022 under NI 43-101, based on the SRK Report.

Mineral Resources Mineral Reserves
Resource Ore Gold Reserve Ore Gold

Asset category Tonnes grade Gold content category Tonnes grade Gold content
(k) (8/1) (kg) (koz) (kt) (8) (kg) (koz)
Songjiagou Indicated 34,300 1.10 37,600 1,210.0 Proven — — — —
Open-Pit Mine Inferred 36,700 0.95 34,800 1,120.0 Probable 22,700 1.16 26,400 850
Total 71,000 — 72,400 2,330.0 Total 22,700 — 26,400 850
Songjiagou Indicated 1,650 1.39 2,290 74.0 Proven — — — —
Underground Inferred 3,020 1.24 3,740 120.0 Probable 575 1.41 811 26.1
Mine Total 4,670 — 6,030 194.0 Total 575 — 811 26.1
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MINING LICENCES

As at the Latest Practicable Date, we held two mining licences in respect of our mines as follows:

Validity period of licence

Permitted

annual

Type of mine
natural production Licence

Gold mine Licence name  Licence holder Area resources volume number From To Status
(sq.km.) (kt)
Songjiagou Open-Pit Mining licence Yantai Zhongjia ~ 0.5937 Gold 900 37000020090 17 May 2020 17 May 2031 Valid
Mine 44110010983
Songjiagou Underground ~ Mining licence ~ Yantai Zhongjia ~ 0.4140 Gold 90 37000020160 18 February 18 February — Valid
Mine 24210141314 2021 2031

We did not pledge any mining rights to secure any of our bank facilities during the Track Record
Period and as at the Latest Practicable Date.

OUR PRODUCTION PROCESS AND PROCESSING FACILITY

Our production process involves three major steps: (i) mining (both open-pit and underground
mining); (ii) ore processing, which in turn includes crushing, grinding and flotation; and (iii) gold
refining, which we outsource the refining of gold concentrate into gold bullion of Au99.95 to
Independent Third Party smelters. Our production activities at our Songjiagou Open-Pit Mine had not
exceeded any of the permitted annual volume that would lead to over-production as prohibited under the
relevant PRC laws and regulations during the Track Record Period and up to the Latest Practicable Date.

Our integrated ore processing facility comprises one mill to process the ores mined from our
Songjiagou Open-Pit Mine and Songjiagou Underground Mine. Our ore processing plant has a total
surface area of approximately 0.9 ha. The total designed ore processing capacity of our ore processing
facilities amounted to approximately 2,000 ktpa (or 6.0 ktpd) as at 31 December 2022.

The table below sets forth the utilisation rate and volume of ore processed at our ore processing

plant with a capacity of 6.0 ktpd:

FY2020 FY2021 FY2022
Utilisation Utilisation Utilisation
Ore processed rate™  Qre processed rate™®  Ore processed rate™o'
(k) (%) (k) (%) (k) (%)
Mill with a capacity of 6.0 ktpd 1,590 80.3 1,024 51.7 1,991 100.6

Note: Utilisation rate is calculated by dividing volume of ore processed for each period by the designed annual processing
capacity of the same period, which is calculated based on our designed ore processing capacity per day assuming we

operate 330 days per year.
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OUR CUSTOMERS

Our principal product is gold bullion of Au99.95. As we are not a member of the Shanghai Gold
Exchange, we engage two Independent Third Party gold smelters, namely Shandong Guoda and
Shandong Humon, to refine our gold concentrate into gold bullion of Au99.95 and sell to them (or their
subsidiaries) such gold bullion at the fixed price determined by us with reference to prevailing Au (T
+D) spot price as quoted on the Shanghai Gold Exchange for their subsequent sales on the Shanghai
Gold Exchange during the Track Record Period, which is in line with industry practice according to the
F&S Report. For each of FY2020, FY2021 and FY2022, our sales to Shandong Guoda amounted to
approximately RMB335.8 million, RMB247.9 million and RMB418.4 million (accounted for
approximately 93.0%, 100.0% and 100% of our total revenue) respectively, and our sales to Shandong
Humon amounted to approximately RMB25.2 million, nil and nil (accounted for approximately 7.0%, nil
and nil of our total revenue) respectively. For further details, please refer to the section headed
“Business — Sales and customers — Our relationships with Shandong Guoda and Shandong Humon™ in
this document. Further, both of these customers are also our subcontractors during the Track Record
Period. For further details, please refer to the section headed “Business — Sales and customers —

Major customers who are also our subcontractors” in this document.
OUR SUPPLIERS AND SUBCONTRACTORS

During the Track Record Period, our suppliers and subcontractors of goods and services in the
PRC principally included: (i) suppliers of raw materials and consumables such as explosives, steel
grinding balls and chemical reagents used during our ore processing operation; (ii) suppliers of utilities
such as electricity; (iii) suppliers of parts and replacements of machinery; (iv) our subcontractors for
carrying out mining works comprising demolition, drilling, blasting and excavation works, for our
Songjiagou Open-Pit Mine and Songjiagou Underground Mine prior to February 2021; (v) our
subcontractors for carrying out smelting work to refine our gold concentrate into gold bullion of
Au99.95; and (vi) subcontractors of logistic services for transportation of ore. A number of our suppliers
and subcontractors during the Track Record Period were individuals, which is common in the industry
according to the F&S Report. For each of FY2020, FY2021 and FY2022, purchases from our five
largest suppliers amounted to approximately RMB45.5 million, RMB29.7 million and RMB57.5 million,
respectively, accounted for approximately 51.8%, 53.1% and 51.4% of our total purchases. Purchases
from our largest supplier amounted to approximately RMB29.6 million, RMB19.2 million and RMB33.5
million. respectively, for the same periods, accounted for approximately 33.7%, 34.3% and 30.0% of our
total purchases. For each of FY2020, FY2021 and FY2022, purchases from our five largest
subcontractors amounted to approximately RMB19.7 million, RMBS8.0 million and RMB17.2 million,
respectively, accounted for approximately 22.4%, 14.4% and 15.4% of our total purchases. Purchases
from our largest subcontractor amounted to approximately RMB9.0 million, RMB4.1 million and
RMBI13.7 million, respectively, for the same periods, accounted for approximately 10.2%, 7.3% and
12.2% of our total purchases. For further details, please refer to the section headed ‘“Business —

Suppliers and subcontractors” in this document.
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COMPETITIVE LANDSCAPE

According to the F&S Report, the gold mining industry in the PRC is relatively fragmented as it is
dominated by small and medium-sized gold mines. However, the gold mining industry in the Shandong
Province is concentrated to five largest gold mining companies. Shandong Province is the largest gold
producing province in the PRC with gold mine production volume of approximately 41.4 t, which
accounted for approximately 14.0% of the total gold mine production volume in China in 2022, while
Yantai city accounted for more than 90% of the gold mine production of the Shandong Province in
2022. The top ten PRC gold companies by domestic gold mine production volume collectively
accounted for approximately 48.5% of the total gold mine production volume in the PRC in 2022 while
the top five gold producers in Shandong Province by gold mine production volume accounted for
approximately 84.7% of the total gold mine production in Shandong Province in 2022. According to the
F&S Report, our annual gold mine production volume was approximately 1.1 t in 2022, making us the
third largest gold mining company in the Shandong Province with a market share of 2.6% in terms of
mine production volume. As we do not face competition in terms of price differentiation, we primarily
compete with nationwide leading gold producers and regional large and medium-sized gold producers in
the PRC in terms of our ability to obtain more gold resources and reserves, which is dependent on our
financial conditions, technical ability, equipment and machinery and management experience. Please

refer to the section headed “Industry overview” in this document for further details.
SUMMARY FINANCIAL INFORMATION

The following tables summarise our consolidated financial information for FY2020, FY2021 and
FY2022, which should be read in conjunction with our financial information included in the

Accountants’ Report set forth in Appendix I to this document, including the notes thereto.

FY2020 FY2021 FY2022
(RMB in thousand)

Revenue 360,999 247,872 418,413
Cost of sales 166,013 107,767 199,823
Gross profit 194,986 140,105 218,590
Administrative expenses (21,480) (22,490) (33,711)
Profit before tax 169,313 87,210 184,908
Income tax expenses (54,890) (28,494) (63,918)
Profit for the year 114,423 58,716 120,990

Profit attributable to:

Owners of the parent 82,403 41,624 83,214
Non-controlling interests 32,020 17,092 37,776
114,423 58,716 120,990
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Breakdown of sales volume and average selling price:

FY2020 FY2021 FY2022

— Sales volume (kg) 987.4 645.5 1,084.9

— Average selling price (RMB/gram) 365.6 384.0 385.7
Major components of cost of sales:

FY2020 FY2021 FY2022

(RMB in thousand)

— Depreciation and amortisation 37,556 17,350 45,130
— Subcontracting costs 26,660 12,589 25,608
— Utilities expenses 30,042 16,400 33,831
— Raw materials costs 30,649 19,048 39,628
— Direct labour costs 14,978 11,062 29,119

During FY2022, our other income increased significantly by 272.2% from approximately RMB3.6
million in FY2021 to approximately RMB13.4 million in FY2022 mainly due to the significant increase
of approximately 650.0% of sales of sulfuric acid generated during the smelting process from
approximately RMB1.4 million in FY2021 to approximately RMB10.5 million in FY2022.

During the Track Record Period, we recorded revenue of approximately RMB361.0 million,
RMB247.9 million and RMB418.4 million, respectively. The decrease in our revenue in FY2021 was
primarily due to the decrease in our gold sales volume by approximately 34.6% from approximately
987.4 kg (or 31,745.6 ounces) in FY2020 to approximately 645.5 kg (or 20,753.3 ounces) in FY2021,
which was partially offset by the increase in the average selling price of our gold from approximately
RMB365.6 per gram in FY2020 to approximately RMB384.0 per gram in FY2021. The decrease in our
gold sales volume in FY2021 was mainly due to the decrease in our gold production volume caused by
the temporary suspension of our mining operation from February 2021 to August 2021 for safety
inspection in accordance with the requirements of the local authorities after the occurrence of two safety
incidents in January and February 2021 at Qixia Hushan Gold Mine (M8 %1114 %) of Shandong
Wucailong Investment Company Limited (ILI# TL#HES & A R/ A]) and Caojiawa Gold Mine (B K7
W) of Zhaoyuan Caojiawa Gold Mine (3% 1T & Z ZE & ), two local enterprises which are owned by
Independent Third Parties. As we operated in the ordinary and usual circumstances in absence of the
temporary suspension of operations that affected our operations in FY2021, our revenue in FY2022 was
approximately RMB418.4 million, which represented an increase of approximately RMB170.5 million or
68.8% compared to that of FY2021. In particular, our gold sales volume increased by approximately
68.1% from approximately 645.5 kg (or 20,753.3 ounces) in FY2021 to approximately 1,084.9 kg (or
34,880.3 ounces) in FY2022 together with the increase in the average selling price of gold from
approximately RMB384.0 per gram in FY2021 to approximately RMB385.7 per gram in FY2022. Our

selling price of gold bullion was determined with reference to the prevailing Au (T+D) spot price quoted
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on the Shanghai Gold Exchange During the Track Record Period, the monthly average gold spot price
generally exhibited an upward trend despite the fact that price drops occurred in the fourth quarter of
FY2020 and first quarter of FY2021.

The gold bullion sale prices in our sales orders are determined with reference to the prevailing
Au(T+D) spot price quoted on the Shanghai Gold Exchange, which in turn has historically correlated
with international gold price, except for exchange differences. During the Track Record Period, the
monthly average gold spot price in the PRC generally exhibited an upward trend despite the fact that
price drops occurred in the fourth quarter of FY2020 and first quarter of FY2021. In FY2020 and
FY2021, our average selling price increased from approximately RMB365.6 per gram to approximately
RMB384.0 per gram despite the fact that the average gold spot price decreased year-on-year. We were
able to record an average selling price higher than the average gold spot price in the PRC during
FY2021, mainly due to our success in fixing a high selling price in two batches of gold bullion sales
near the end of May and July 2021, respectively, which were close to the highest gold spot price in the
PRC in FY2021. Further, we recognised certain amount of gold bullion sales in the first quarter of
FY2021 of which the sales order was placed and hence, the selling price was fixed back in May 2020
when the gold spot price in the PRC was in a period approaching to the peak during the Track Record
Period. The sales volume of the abovementioned gold bullion sales represented approximately 78% of
our total sales volume during FY2021. Our average selling price for FY2022 increased slightly to
approximately RMB385.7 per gram as compared to RMB384.0 per gram for FY2021 mainly because the
gold spot price in the PRC remained relative high during 2022 due to the Russia-Ukraine tensions and
depreciation of RMB against USD.

In September 2020, we terminated the mining subcontracting arrangement with Liaoyuan Zhuoli
and employed more workers to carry out mining activities, leading to the decrease in mining
subcontracting costs. Further, since (i) the increase in production volume was primarily contributed by
our Songjiagou Open-Pit Mine while the production volume of Songjiagou Underground Mine decreased
and (ii) the depreciation per unit of production of our Songjiagou Underground Mine was higher than
that of Songjiagou Open-Pit Mine, the depreciation and amortisation expenses of mining infrastructure
decreased during FY2020. Our cost of sales decreased from approximately RMB166.0 million in
FY2020 to approximately RMB107.8 million in FY2021, representing a decrease of approximately
35.1%. Such decease was mainly due to the decrease in ore mined volume, ore processing volume and
gold production volume as a result of the temporary suspension of our mining operation from February
2021 to August 2021 which led to the decreases in depreciation and amortisation of approximately
53.8%, utilities expenses of approximately 45.3%, direct labour costs of approximately 26.1%,
subcontracting costs of approximately 52.8% and raw material costs of approximately 37.9%. Our cost
of sales increased from approximately RMBI107.8 million in FY2021 to approximately RMB199.8
million in FY2022, representing an increase of approximately 85.3%. Such increase was mainly due to
the increase in ore mined volume, ore processing volume and gold production volume as we operated in
the ordinary and usual circumstances in absence of the temporary suspension of our operations that
affected our operations in FY2021 which led to the increases in depreciation and amortisation of
approximately 159.2%, utilities expenses of approximately 106.1%, direct labour costs of approximately
162.2%, subcontracting costs of approximately 103.2% and raw material costs of approximately 108.4%
in FY2022 as compared to FY2021.
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Our gross profit decreased to approximately RMB140.1 million in FY2021 due mainly to the
decrease in our revenue of approximately 31.3% in FY2021. Our gross profit margin increased to
approximately 56.5% in FY2021 mainly because of the increase in average gold selling price of
approximately 5.0% and the decrease in mining subcontracting costs as we carry out substantially all the
mining works ourselves since February 2021. Our gross profit increased to approximately RMB218.6
million in FY2022 due mainly to the increase in our revenue of approximately 68.8% in FY2022 as
compared to FY2021 as a result of the increase in gold sales volume by approximately 68.1% from
approximately 645.5 kg in FY2021 to approximately 1,084.9 kg in FY2022. Our gross profit margin
decreased from approximately 56.5% in FY2021 to approximately 52.2% in FY2022 mainly because of
the increase in production costs (excluding the impact of changes in inventories of finished goods and
work in progress) incurred along with our increase in production activities in FY2022 while our
production in FY2021 was mostly affected by the temporary operation suspension.

Our profit for the year decreased by approximately 48.7% to approximately RMBS58.7 million in
FY2021 mainly due to the decrease in our revenue as a result of the temporary suspension of our mining
operation from February 2021 to August 2021. Our profit for the period increased by approximately
106.1% from approximately RMBS58.7 million in FY2021 to approximately RMBI121.0 million in
FY2022 mainly due to the increases in revenue as we operated in the ordinary and usual circumstances

in absence the temporary suspension which affected our mining operations in most of FY2021.

Highlight of consolidated statements of financial position

As at 31 December

2020 2021 2022

RMB’000 RMB’000 RMB’000

Non-current assets 560,177 552,394 554,171
Current assets 248,973 223,195 331,878
Current liabilities 226,021 181,295 146,431
Net current (liabilities)/assets 22,952 41,900 185,447
Non-current liabilities 37,128 64,749 63,514
Net assets 546,001 529,545 676,104
Non-controlling interests 63,816 40,908 122,233

We recorded net current assets of approximately RMB23.0 million as at 31 December 2020,
mainly attributable to (i) profit for the year of approximately RMB114.4 million; (ii) the decrease in
amounts due to related parties of approximately RMB316.7 million; and partially offset by (iii) cash
paid and payable for the addition of mining right of approximately RMB101.3 million. Our net current
assets increased to approximately RMB41.9 million as at 31 December 2021 due mainly to (i) profit for
the year of approximately RMB58.7 million; (ii) the reclassification of payable for mining right of
approximately RMB28.3 million from current liabilities to non-current liabilities; and partially offset by
(iii) the dividend declared of approximately RMB40.0 million. Our net current assets further increased to
approximately RMB185.4 million as at 31 December 2022 mainly attributable to profit for the period of
approximately RMB121.0 million.
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Our non-current assets decreased from approximately RMB560.2 million as at 31 December 2020
to approximately RMB552.4 million as at 31 December 2021 mainly attributable to, among others, the
decrease in our intangible assets mainly in relation to an adjustment to the initial valuation of our
mining rights of approximately RMB30.2 million in respect of the renewal of mining licences for our
Songjiagou Open-Pit Mine. In April 2020, our Group entered into an agreement of transfer of mining
rights (“Mining Rights Agreement”) with Yantai Municipal Natural Resources and Planning Bureau for
renewing the mining licence of our Songjiagou Open-Pit Mine at an initial consideration of
approximately RMB101.1 million (the “Initial Consideration’). Such Initial Consideration was just a
preliminary and rough estimation while both parties mutually agreed, also as set out in the Mining
Rights Agreement, to enter into a supplemental agreement to finalise the consideration based on a
valuation report. The final consideration of approximately RMB74.1 million (the “Final Consideration”)
was determined in December 2021 based on a valuation report prepared by a valuation firm entrusted by
Yantai Municipal Natural Resources and Planning Bureau and a supplemental agreement was entered
into between the Group and the bureau. The difference between the Initial Consideration of RMB101.1
million and the present value of Final Consideration of approximately RMB70.9 million was adjusted
against the cost of the mining right in 2021.

Our net assets decreased slightly from approximately RMB546.0 million as at 31 December 2020
to approximately RMB529.5 million as at 31 December 2021 due mainly to (i) the profit for the year of
approximately RMB58.7 million in FY2021; and offset by (ii) the dividends paid to non-controlling
shareholders of approximately RMB40.0 million; and (iii) the dividend declared of approximately
RMB33.9 million. Our net assets further increased to approximately RMB676.1 million as at 31
December 2022 mainly attributable to our profit for FY2022 of approximately RMB121.0 million.

Highlight of consolidated statements of cash flows

FY2020 FY2021 FY2022
RMB’000  RMB’000  RMB’000

Net cash flows from operating activities 186,756 113,955 199,290
Net cash flows (used in) investing activities (60,906) (87,797) (56,060)
Net cash flows generated from/(used in) financing activities (58,055) (45,130) (54,793)
Net increase (decrease) in cash and cash equivalents 67,795 (18,972) 88,437
Cash and cash equivalents at the beginning of year 134,696 202,907 182,398
Effect of foreign exchange rate changes, net 416 (1,537) 11,352
Cash and cash equivalents at end of year 202,907 182,398 282,187

Our net cash flows generated from operating activities during the Track Record Period amounted
to approximately RMB186.8 million, RMB114.0 million and RMB199.3 million, respectively. Our net
cash generated from operating activities decreased from approximately RMB186.8 million for FY2020 to
approximately RMB114.0 million for FY2021, was mainly due to (i) the decrease in profit before tax
after adjustments for non-cash items of approximately RMB93.0 million; (ii) changes in working capital
of approximately RMB6.1 million; and partially offset by (iii) the decrease in income tax paid of
approximately RMB26.3 million. Our net cash generated from operating activities increased from
approximately RMB114.0 million for FY2021 to approximately RMB199.3 million for FY2022 mainly

— 10 -
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due to (i) the increase in profit before tax after adjustments for non-cash items of approximately
RMB116.0 million; and (ii) the increase in income tax paid of approximately RMB21.9 million. Our net
cash flows used in investing activities during the Track Record Period amounted to approximately
RMB60.9 million, RMB87.8 million and RMB56.1 million, respectively, represented mainly cash used
in purchase of properties, plant and equipments and additions of mining rights. Our net cash flows used
in financing activities during the Track Record Period amounted to approximately RMB58.1 million,
RMB45.1 million and RMB54.8 million, respectively, represented mainly amounts due to related
companies, interests paid, dividends paid and advances to a related party. In view of the decreases in
cash generated from operations mainly due to the temporary suspension of our mining operation from
February 2021 to August 2021, and coupled with the net cash flows used in investing activities mainly
for purchase of items of property, plant and equipment and additions to mining rights and net cash flows
used in financing activities mainly for dividends paid, we had net decrease in cash and cash equivalents
(including the effect on foreign exchange rate changes, net) of approximately RMB20.5 million in
FY2021.

Key financial ratios

The following table sets forth certain of our key financial ratios during the Track Record Period.

FY or as at 31 December

2020 2021 2022
Net profit margin (%) 31.7 23.7 28.9
Return on equity (%) 21.0 11.1 17.9
Return on assets (%) 14.1 7.6 13.7
Interest coverage (times) 42.7 34.0 198.3
Current ratio (times) 1.1 1.2 2.3
Quick ratio (times) 0.9 1.0 2.0
Gearing ratio (%) 5.5 5.7 4.4
Net debt to equity ratio (%) N/A N/A N/A

For further details of our Group’s financial information, please refer to the section headed
“Financial information” in this document.

— 11 -
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CASH OPERATING COSTS

Cash operating costs for our mines primarily consist of workforce employment costs, consumable
costs and fuel, electricity, water and other services. The table below is based on the SRK Report and
sets forth a summary of historical and forecast of the cash operating costs per gram of gold produced of

our mines for the years indicated.

Historical Forecasts

Cost item Unit 2020 2021 2022 2023 2024 2025 2026 2027
Workforce employment RMB/gram 20.26 26.28 32.05 18.58 14.99 12.91 12.43 11.45
Consumables RMB/gram 49.30 40.44 40.25 33.90 30.34 30.08 28.95 40.68
Fuel, electricity, water and other

services V"¢ RMB/gram 44.74 74.60 59.02 28.88 19.30 17.03 16.50 15.13
On and off-site administration RMB/gram 6.28 11.05 9.76 0.76 0.61 0.53 0.51 0.47
Environmental protection and

monitoring RMB/gram 0.04 0.00 0.00 0.01 0.01 0.00 0.00 0.00
Transportation of workforce RMB/gram 0.66 0.80 0.28 0.35 0.28 0.25 0.24 0.22
Product marketing and support RMB/gram — — — — — — — —
Non-income taxes, royalties and other

government charges RMB/gram 15.53 19.68 17.45 16.66 16.05 13.73 13.70 13.62
Contingency allowances RMB/gram 7.83 10.46 6.20 2.78 2.24 1.93 1.86 1.71
Total RMB/gram 144.64 183.31 165.00 101.91 83.82 76.47 74.18 83.68

Note: Include smelting and refining costs.

The expected decrease in cash operating costs going forward is mainly attributable to the expected
increase in (i) gold production volume; and (ii) gold grade of our Songjiagou Open-Pit Mine. Please
refer to the section headed “19. Capital investment and operating costs” in the SRK Report as set out in

Appendix III to this document for details of the cash operating costs and the relevant assumptions.
[REDACTED]

Assuming an [REDACTED] of [REDACTED] per [REDACTED] (being the [REDACTED] of the
indicative [REDACTED] [REDACTED]) and the [REDACTED] is not exercised, the total estimated
[REDACTED] in relation to the [REDACTED] (including [REDACTED] [REDACTED]), which are
payable by us are estimated to be approximately [REDACTED] (equivalent to approximately
[REDACTED]), representing approximately [REDACTED]% of the [REDACTED] from the
[REDACTED]. These [REDACTED] mainly comprise (i) [REDACTED] related expenses payable to the
[REDACTED] of approximately [REDACTED]; and (ii) non-[REDACTED]related expenses, comprising
(a) fees and expenses of legal advisers and accountants of approximately [REDACTED]; and (b) other
fees and expenses of approximately [REDACTED]. [REDACTED] charged to profit or loss for FY2020,
FY2021 and FY2022 were approximately [REDACTED], [REDACTED] and [REDACTED] (equivalent
to approximately [REDACTED], [REDACTED] and [REDACTED]), respectively. We expect to charge
the remaining estimated [REDACTED] of approximately [REDACTED] (equivalent to approximately
[REDACTED]) to profit or loss in the period subsequent to the Track Record Period and upon

— 12 -
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[REDACTED] and to deduct the [REDACTED] directly attributable to the issuance of shares of
approximately [REDACTED] (equivalent to approximately [REDACTED]) from [REDACTED] upon
[REDACTED].

IMPACTS OF THE TEMPORARY SUSPENSION OF MINING OPERATIONS IN FY2021

Due to mine accidents that occurred in Yantai City in early 2021, all mines (including our mines)
in the Yantai City were required by the local government to suspend operation. In view of the above,
both our Songjiagou Open-Pit Mine and Songjiagou Underground Mine have suspended mining
operations from February to August 2021 and February to November 2021, respectively while our ore
processing plant was required to suspend operation from March to August 2021 (except for certain test
runs in April and May 2021) for the government authority to carry out safety inspection. During this
period, the utilisation rate of our ore processing plant fell by approximately 28.6% to approximately
51.7% in FY2021 as compared to approximately 80.3% in FY2020. In addition, our gold production
volume during FY2021 decreased by approximately 414.5 kg or 41.8% as compared to FY2020, which
led to the decreases in our revenue of approximately 31.3% and our profit for the year by approximately
48.7% in FY2021 as compared to FY2020. Further, the local government introduced safety requirements
on strengthening the management of subcontracting works on mining activities, among others, mining
activities shall be performed and/or managed by the mine owner or a main contractor and prohibiting
further outsourcing to subcontractors without proper qualification. Since we had already terminated
substantially all of our mining works subcontractors for the Songjiagou Open-pit Mine in September
2020 and the Songjiagou Underground Mine in January 2021 and we substantially carried out all the
mining works ourselves, there has been no material impact on the introduction of the safety
requirements to our business operation and we have complied with such requirements to ensure safety of
our mines. Since we carried out the aforementioned mining works ourselves, the percentage of direct
labour costs and subcontracting costs to sales (excluding the effect of increase in average selling price
of gold bullion) decreased from approximately 11.5% for FY2020 to approximately 9.5% for FY2021,
representing an increase in gross profit margin of approximately 2.0% and net profit margin of
approximately 1.5%. For further details, please see section headed “Business — Impacts of the

temporary suspension of mining operations in FY2021” in this document.
IMPACTS OF THE OUTBREAK OF COVID-19 PANDEMIC ON OUR BUSINESS

We have maintained a sound business performance during most of the time when there was an
outbreak of the COVID-19 pandemic in the PRC in 2020. Other than the temporary two-weeks
suspension of our back office administrative functions after the Chinese New Year holidays in February
2020 during the initial stage of COVID-19 pandemic in the PRC, none of these measures implemented
by the PRC government had negatively affected our business operations subsequently. In 2020, our
monthly revenue continued to remain stable at approximately RMB26.7 million to RMB33.9 million
from March to December 2020, and we achieved a 57.5% year-on-year growth in our annual revenue for
FY2020 as compared to the year ended 31 December 2019. Despite the regional outbreak of the
Omicron variant which led to temporary lockdown measures implemented by the PRC government in
major cities such as Shenzhen and Shanghai in 2022, similar lockdown measures were not implemented

in Muping District of Yantai city of the Shandong Province and hence, our operations have not been
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affected. On 7 December 2022, the PRC government announced the nationwide relaxation of COVID-19
restrictions and with effect from 8 January 2023, the quarantine requirements for both COVID-19
patients and inbound travellers were abolished. During the Track Record Period and up to the Latest
Practicable Date, trading activities on the Shanghai Gold Exchange had not been suspended and were

not affected by the temporary lockdown measures implemented by the PRC government.

Save as disclosed above, during the outbreak of COVID-19, we did not experience any disruption
in our business operations and supply chain (including the supply of raw materials used in our mining
and processing operations) due to the outbreak of COVID-19, and there had been no loss of our major
customers and suppliers. For details of the impact of COVID-19 on our business, results of operation,
cash flow and financial condition, please refer to the section headed ‘“Business — Impacts of the

outbreak of COVID-19 pandemic on our business”.
RECENT DEVELOPMENT

Recent financial and operational developments

Our business model, revenue and cost structure remain unchanged after the Track Record Period
and hence our business remained stable which was in line with the past trends and our expectations.
Since 1 January 2023 and up to the Latest Practicable Date:

° according to the F&S Report, the average global gold spot price increased from
approximately US$1,798.9 per ounce in 2021 to US$1,801.3 per ounce in 2022 and
increased to US$1,912.7 per ounce in March of 2023 and the global spot price further
increased to US$2019.9 per ounce as at the Latest Practicable Date; and the average gold
spot price in the PRC increased from approximately RMB374.3 per gram in 2021 to
RMB392.1 per gram in 2022 and increased to RMB428.2 per gram in March 2023 and the
gold spot price in the PRC further increased to RMB450.0 per gram as at the Latest
Practicable Date;

° based on our management accounts for the three months ended 31 March 2023, our ore
mined volume, ore processing volume and gold sales volume during the three months period
amounted to approximately 442.0 kt, 494.6 kt and 231.1 kg respectively; and

° based on the unaudited consolidated financial information of our Group for the three months
ended 31 March 2023, our revenue during the period was slightly lower than our monthly
average revenue in FY2022 and our gross profit margin during the period was slightly lower
than the overall gross profit margin in FY2022, mainly due to the decrease in gold grade of
ore mined during the period.

Recent regulatory developments

On 17 February 2023, the CSRC promulgated the Trial Administrative Measures of the Overseas
Securities Offering and Listing by Domestic Companies ({35 A4 255 SN 17 76 J5 A b 7 45 BR AT 9
%)) (the “Overseas Listing Trial Measures”) and five supporting guidelines, which has come into
effect on 31 March 2023, pursuant to which a PRC domestic company seeking [REDACTED] and
[REDACTED] securities in overseas market, either directly or indirectly as defined in the Overseas
Listing Measures, shall file with the CSRC and report relevant information.
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Pursuant to the Overseas Listing Trial Measures, if the issuer meets both of the following criteria,
the overseas securities [REDACTED] and [REDACTED] conducted by such issuer shall be deemed as
“indirect overseas [REDACTED] and [REDACTED] by PRC domestic companies”: (i) 50% or more of
any of the issuer’s operating revenue, total profit, total assets or net assets as documented in its audited
consolidated financial statements for the most recent fiscal year is accounted for by PRC domestic
companies; and (ii) the main part of the issuer’s business activities are conducted, or premises of its
business are located in the territory of mainland China, or the majority of senior management staff in
charge of its business operations and management are PRC citizens or have their habitual residence
located in the territory of mainland China. The Overseas Listing Trial Measures also provide that where
an issuer submits an application for [REDACTED] or [REDACTED] to the competent overseas
authorities, the issuer shall also file with the CSRC in accordance with the Overseas Listing Trial
Measures within three business days upon submission of the overseas [REDACTED] application.

On the same day, the CSRC issued the Notice on Administration for Filing of Overseas Offering
and Listing by Domestic Companies (BHAEE AR SMEE4T B i 52 B PR AN )),  which,
among others, clarifies that (1) on or before the effective date of the Overseas Listing Trial Measures
(i.e. 31 March 2023), domestic companies that have already submitted valid applications for overseas
securities [REDACTED] and [REDACTED] but have not obtained approval from the competent overseas
authorities or stock exchanges may reasonably arrange timing for submission of the filing applications
with the CSRC and the filing shall be completed before the overseas securities [REDACTED] and
[REDACTED]; (2) prior to the effective date of the Overseas Listing Trial Measures, domestic
companies that meet the following requirements shall be deemed as Existing Applicants ({7 1>2)
which are not required to file with CSRC with respect to overseas [REDACTED] until their refinance in
future: (i) domestic companies that have already been [REDACTED] overseas, or (ii) domestic
companies that have already obtained approval from the competent overseas authorities or stock
exchanges for their indirect overseas securities [REDACTED] and [REDACTED] (such as pass of
hearing for [REDACTED] in Hong Kong or effectiveness of registration statement for [REDACTED] in
the United States) without being required by overseas competent authorities or stock exchanges to
reapply for any procedures of [REDACTED] and [REDACTED] (such as a new hearing for
[REDACTED] in Hong Kong) and completion of their overseas [REDACTED] and [REDACTED] take
place by 30 September 2023.

Based on the foregoing, we will be required to complete the filing procedures with the CSRC in
connection with the [REDACTEDY]. Please refer to the sections headed “Risk factors — Risks relating to
doing business in the PRC — The approval, filing or other requirements of the CSRC or other PRC
government authorities may be required under PRC laws” and “Regulatory overview — Laws and
regulations relating to overseas securities [REDACTED] and [REDACTED] by domestic companies” in
this document for further information.

No material adverse change

After performing sufficient due diligence work which our Directors consider appropriate and after
due and careful consideration, our Directors confirmed that, up to the date of this document, save for the
recent developments as described above and the impact of the [REDACTED] on the financial
performance of our Group for the year ending 31 December 2023, there has been no material adverse
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change in our financial or trading position, indebtedness, mortgage, contingent liabilities, guarantees or
prospects since 31 December 2022, being the end date of the periods reported in the Accountant’s
Report set out in Appendix I, and there is no event since 31 December 2022 that would materially affect

the information shown in the Accountant’s Report set out in Appendix I.
[REDACTED] STATISTICS

Based on an

[REDACTED] of Based on the
[REDACTED] Based on the maximum
per [REDACTED], minimum indicative indicative
after [REDACTED] of [REDACTED] of
[REDACTED] [REDACTED] per [REDACTED]
of 10% [REDACTED] per [REDACTED]
[REDACTED] of our [REDACTED] [REDACTED] [REDACTED]
Shares (Note 1)
Unaudited pro forma adjusted [REDACTED] [REDACTED] [REDACTED]
net tangible assets per Share
(Note 2)
Notes:
1. The calculation of the market capitalisation of our Company is based on [REDACTED] Shares expected to be in issue

immediately following the completion of the [REDACTED] and the Capitalisation Issue but does not take into account of
any Shares which may be allotted and issued upon the exercise of the [REDACTED] and options which may be granted
under the Share Option Scheme.

2. The unaudited pro forma adjusted net tangible assets per Share as at 31 December 2022 is calculated after the adjustments
referred to in Appendix II to this document and on the basis that [REDACTED] Shares are expected to be in issue
immediately following the completion of the [REDACTED] and the Capitalisation Issue but does not take into account of
any Shares which may be allotted and issued upon the exercise of the [REDACTED] and options which may be granted
under the Share Option Scheme.
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FUTURE PLANS AND [REDACTED]

The aggregate [REDACTED] from the [REDACTED], after deducting [REDACTED] fees and
other estimated expenses in connection with the [REDACTED], assuming that the [REDACTED] is not
exercised and an [REDACTED] of [REDACTED] per [REDACTED] (being the mid-point of the

indicative [REDACTED] range of [REDACTED] to [REDACTED] per

approximately [REDACTED], which will be applied as follows:

[REDACTED]) will be

Amount of Amount of Percentage of

[REDACTED] [REDACTED] [REDACTED]

Use of [REDACTED] from the from the from the
from the [REDACTED] [REDACTED] [REDACTED] [REDACTED]
HK$ million RMB million %

Further construction of mining infrastructure [REDACTED] [REDACTED] [REDACTED]
Upgrade of gold reserves [REDACTED] [REDACTED] [REDACTED]
Selective acquisitions [REDACTED] [REDACTED] [REDACTED]
Repayment of existing bank loans [REDACTED] [REDACTED] [REDACTED]
Working capital [REDACTED] [REDACTED] [REDACTED]
Total [REDACTED] [REDACTED] [REDACTED]

Please refer to the section headed “Future plans and [REDACTED]” in this document for details.
DIVIDEND

All dividends were declared to the then shareholders of our Company and of Yantai Zhongjia pro
rata in accordance with their shareholdings. In FY2020, Yantai Zhongjia declared dividends amounted to
RMB20.0 million to its then shareholders, of which RMB5.0 million were declared and paid to
Dahedong and RMB15.0 million were declared to and settled with the capital injection from Majestic
Yantai BVIL. In FY2021, our Company declared dividends of approximately RMB33.9 million to its then
shareholders of which were fully settled as at the Latest Practicable Date. In the same year, Yantai
Zhongjia declared dividends amounted to RMB160.0 million to its then shareholders, of which
RMB40.0 million were declared and paid to Dahedong and RMB120.0 million were declared to Majestic
Yantai BVI. The dividend of RMB120.0 million declared to Majestic Yantai BVI has been settled in full
in September 2022. In FY2022, our Company declared and paid dividends of approximately RMB38.9
million to our shareholders. As at the Latest Practicable Date, no other dividends have been declared
and paid by the companies now comprising our Group to their then shareholders. As at the Latest
Practicable Dare, our Company did not have any dividend payables. Our Company does not have a
dividend policy or any pre-determined dividend distribution ratio. The declaration of dividends is
subject to the discretion of our Board. Our Directors may recommend a payment of dividends in the
future after taking into account our operations and earnings, capital requirements and surplus, general
financial condition, contractual restrictions, capital expenditure and future development requirements,

shareholders’ interests and other factors which they may deem relevant at such time. Any declaration

— 17 -



THIS DOCUMENT IS IN DRAFT FORM, INCOMPLETE AND SUBJECT TO CHANGE AND THE
INFORMATION MUST BE READ IN CONJUNCTION WITH THE SECTION HEADED “WARNING” ON THE
COVER OF THIS DOCUMENT.

SUMMARY

and payment of the dividends will be subject to the Articles of Association and the laws of the Cayman
Islands. Any future declarations of dividends may or may not reflect our historical declarations of
dividends and will be at the absolute discretion of our Directors. Any dividends declared will be in
RMB with respect to our Shares on a per share basis, and our Company will pay such dividends in
RMB.

SHAREHOLDER INFORMATION

Immediately after the [REDACTED] (without taking into account any Shares which may be issued
pursuant to the exercise of the [REDACTED] or any options that may be granted under the Share Option
Scheme) and the Capitalisation Issue, [REDACTED] of the issued share capital of our Company will be
owned by Majestic Gold. In this regard, Majestic Gold is our Controlling Shareholder within the
meaning of the Listing Rules. Majestic Gold is a limited liability company organised and existing under
the laws of British Columbia, Canada, the shares of which have been listed on TSX Venture Exchange
(stock code: MJS.V). Prior to the [REDACTED], Majestic Gold has been principally involved in the
acquisition, exploration and development of mineral properties in Canada and Australia, as well as in the
PRC through our Group. Following completion of the [REDACTED], Majestic Gold will cease its
operations in the PRC (other than by retaining a controlling interest in our Company), and principally be
engaged in the acquisition, exploration and development of mineral properties in Canada and Australia.
For further details, please see the section headed ‘““Relationship with our Controlling Shareholder” in

this document.
RISK FACTORS

Our business is subject to a number of risks. Material risks we face include: (i) fluctuations in the
market price of gold, which may be caused by political tension or interest rate hikes; (ii) failure to
achieve our production estimates; (iii) early termination or non-renewal of the leasing arrangements of
land and buildings by Dahedong could have a material adverse effect on our business, financial
conditions and results of operations; (iv) unable to obtain, retain or renew government approvals,
licences and permits necessary for our business operations; (v) we rely on third-party subcontractors to
conduct refining and logistics works; (vi) our business requires significant and continuous capital
investment; or if we fail to construct additional mining infrastructure or carry out mining optimisation,
our mining volume in the existing mined area of Songjiagou Open-Pit mine will decrease after June
2023; and (vii) we may incur amortisation expenses related to our mining rights and may recognise
impairment losses related to our intangible assets. You should carefully consider the risk factors set out
in this document before you make a decision to [REDACTED] in the Shares. For further information

and other risks that we face, please refer to the section headed “Risk factors” in this document.
PROPERTIES LEASED FROM DAHEDONG

The land on which our Songjiagou Open-Pit Mine is located, and the land and building for our ore
processing plant are leased from Dahedong. Our Executive Directors are of the views that the risk of
early termination or non-renewal upon expiry of the lease period of such leases by Dahedong is remote
because Dahedong, being the minority shareholder of Yantai Zhongjia, has vested economic interest to

ensure Yantai Zhongjia remains operational and profitable to generate returns to its shareholders (which
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include Dahedong). There are no other commercial reasons or benefits for Dahedong to early terminate
or not to renew the leases as (i) Dahedong may be exposed to liabilities arising from claims by us for
early termination under the lease agreement, (ii) Dahedong may face interruptions of its business
operations and disputes from villagers who lost their livelihood if our operations are suspended, and (iii)
Dahedong is not able to use the land for any other purposes other than for mining activities, and without
the mining licence to operate the mining land, Dahedong can have no other usage over such land and
extract no commercial values out of such termination of lease arrangements. In particular, the Natural
Resources Bureau has provided written confirmation that the parcels of land leased from Dahedong
where our Songjiagou Open-Pit Mine is located and where the ore processing plant is constructed have
been categorised as mining land pursuant to the Third National Land Survey. For further details, please

see paragraph headed “Business — Properties — Leased land and buildings — Leases from Dahedong™.
NON-COMPLIANCES

During the Track Record Period and up to the Latest Practicable Date, we had experienced certain
non-compliance incidents in the PRC in relation to (i) properties with defective titles; (ii) entering into
non-compliant bill arrangements; and (iii) under contribution of social insurance fund and housing
provident fund. Please refer to the sections headed “Business — Properties — Properties with defective
titles”, “Business — Compliance with laws and regulations — Non-compliant bill arrangements” and
“Business — Compliance with laws and regulations — Non-compliance incidents” in this document for

further details.
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following meanings:

In this document, unless the context otherwise requires, the following terms shall have the

“Accountants’ Report”

“affiliate(s)”

“AFRC”

“Articles of Association” or

“Articles”

“associate(s) or “close associates”

“Baiheng”

“Board”, “Board of Directors” or

“our Board”

s

“Business Day” or “business day’

“BVI”

[REDACTED]

“Cayman Companies Act” or

“Companies Act”

the accountants’ report of our Company, the text of which is set
out in Appendix I to this document

any other person(s), directly or indirectly, controlling or
controlled by or under direct or indirect common control with

such specified person
Accounting and Financial Reporting Council

the amended and restated articles of association of our Company,
conditionally adopted on [e] 2023, which will take effect on the
[REDACTED], as amended, supplemented or otherwise modified
from time to time, a summary of which is set out in Appendix IV

to this document, and as amended from time to time
has the same meanings ascribed thereto under the Listing Rules

PEETHESMA MR/ AR (Yantai Baiheng Gold Mine Co.
Ltd.*), a limited liability company established in the PRC on 2
June 1984 and is a connected person. As at the Latest Practicable

Date, Baiheng was wholly-owned by SDZJ

the board of Directors

any day (other than a Saturday, Sunday or public holiday in Hong
Kong) on which licenced banks in Hong Kong are generally open

for normal banking business
the British Virgin Islands

[REDACTED]

the Companies Act (As Revised) of the Cayman Islands, as

amended, supplemented or otherwise modified from time to time
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[REDACTED] [REDACTED]
[REDACTED] [REDACTED]
[REDACTED] [REDACTED]
[REDACTED] [REDACTED]
[REDACTED] [REDACTED]
[REDACTED] [REDACTED]
[REDACTED] [REDACTED]
“Companies (Miscellaneous the Companies (Winding Up and Miscellaneous Provisions)
Provisions) Ordinance” Ordinance (Chapter 32 of the Laws of Hong Kong) as amended,

supplemented or otherwise modified from time to time
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“Companies Ordinance”

“Company” or “our Company”,

3 ER]

us” or “we”

“Competent Person” or “SRK”

“connected person(s)” or ‘“core

connected person(s)
“connected transaction(s)”

“Controlling Shareholder”

“Corporate Governance Code”

“COVID-19”

“Criminal Law”

“CAD”

“CSRC”

the Companies Ordinance (Chapter 622 of the Laws of Hong
Kong) as amended, supplemented or otherwise modified from

time to time

Persistence Resources Group Ltd (S EIREEAGRAA)
(formerly known as Majestic Yantai Gold Ltd. from 21 May
2019 to 25 July 2019 and SINOGOLD Resources Holdings Group
Co., Ltd. " & & IR RS E Ay A BRA 7] from 26 July 2019 to
11 May 2022), an exempted company incorporated in the Cayman
Islands with limited liability on 21 May 2019 and registered as a
non-Hong Kong company under Part 16 of the Companies
Ordinance on 11 November 2019

has the same meaning ascribed thereto under Rule 18.01 of the
Listing Rules and, in the context of this document, means SRK
Consulting China Ltd, an independent mining and geological

consultant, which is an Independent Third Party

has the same meaning ascribed thereto under the Listing Rules

has the same meaning ascribed thereto under the Listing Rules

has the same meaning ascribed thereto under the Listing Rules

and, in the context of this document, means Majestic Gold

the Corporate Governance Code as set out in Appendix 14 to the

Listing Rules

coronavirus disease 2019, a disease caused by a novel virus

designated as severe acute respiratory syndrome coronavirus 2

the Criminal Law of the PRC ((HF#EANRILFMEINE)), as

amended, supplemented or otherwise modified from time to time
Canadian dollars, the lawful currency of Canada

the China Securities Regulatory Commission (H [ 75 % £ 5 Hi
Z H®), a regulatory body responsible for the supervision and

regulation of the PRC national securities markets
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“Dahedong”

“Deed of Indemnity”

“Deed of Non-competition™

“Director(s)”” or “our Director(s)”

[REDACTED]

“Dr. Shao”

“EIT”

“EIT Law”

“EIT Regulation™

EA T RIMTHREB AR AR (Yantai City Dahedong Mineral
Processing Co. Ltd.*), a limited liability company established in
the PRC on 14 December 2009, a minority shareholder of Yantai
Zhongjia which held 25% of the entire equity interest in Yantai
Zhongjia, and is a connected person. As at the Latest Practicable
Date, Dahedong was owned as to 50% by Mr. Kong Fanbo, and
the remaining equity interests held in equal share of
approximately 16.67% by each of (i) Mr. Kong Fanzhong; (ii)
Mr. Wang Lei; and (iii) SDZJ

the deed of indemnity dated [e] 2023 and entered into by the
Controlling Shareholder (as indemnifier) in favour of our
Company (for ourselves and as trustee for each of our
subsidiaries), particulars of which are set out in the section
headed “Statutory and general information — E. Other
information — 1. Estate duty, tax and other indemnity” in
Appendix V to this document

the deed of non-competition undertaking dated [e] 2023 executed
by the Controlling Shareholder in favour of our Company (for
ourselves and as trustee for of each of our subsidiaries),
particulars of which are set out in the section headed
“Relationship with our Controlling Shareholder — Deed of Non-

competition” in this document
the director(s) of our Company

[REDACTED]

Dr. Shao Xuxin (ﬁﬁ%ﬁ%ﬁ), an Executive Director, the chairman of

our Board and our chief executive officer
the PRC enterprise income tax

the Enterprise Income Tax Law of the PRC (H#E A R AL [E £ 3%
fir138ii%), as amended, supplemented or otherwise modified

from time to time

the Regulation on the Implementation of the Enterprise Income
Tax Law of the PRC (3 A [0 B0 1> 3 i 13 B & B G 15k 191,
as amended, supplemented or otherwise modified from time to

time
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“Executive Director(s)”

“Extreme Conditions”

“F&S” or “Frost & Sullivan

“F&S Report™”

“FY2020”
“FY2021”
“FY2022”
“GDP”
[REDACTED]
[REDACTED]

“Group”, “our Group”, “we

13

our” or “us”

[REDACTED]

[REDACTED]

[REDACTED]

L)

’

bl

the executive Director(s)

extreme conditions caused by a super typhoon as announced by

the Government of Hong Kong

Frost & Sullivan (Beijing) Inc., Shanghai Branch Co., a market
industry consultant engaged by our Company to prepare the F&S
Report and an Independent Third Party

the industry report prepared by Frost & Sullivan and
commissioned by our Company, the content of which is set out

in the section headed “Industry Overview” of this document
the financial year ended 31 December 2020

the financial year ended 31 December 2021

the financial year ended 31 December 2022

gross domestic product

[REDACTED]

[REDACTED]

our Company and our subsidiaries or, where the context otherwise
requires, in respect of the period before our Company became the
holding company of our present subsidiaries, such subsidiaries as
if they were our subsidiaries at the relevant time, and the
businesses carried on by them or their predecessors (as the case

may be)

[REDACTED]

[REDACTED]

[REDACTED]
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[REDACTED] [REDACTED]
“Hong Kong” or “HK” the Hong Kong Special Administrative Region of the PRC
[REDACTED] [REDACTED]

“Hong Kong dollar(s)” or “HK$” Hong Kong dollar(s), the lawful currency of Hong Kong

[REDACTED] [REDACTED]

[REDACTED] [REDACTED]

[REDACTED] [REDACTED]

[REDACTED] [REDACTED]

“IAS” International Accounting Standards

“IFRS” International Financial Reporting Standards promulgated by the

International Accounting Standards Board, IFRS includes IAS and

interpretation

“Independent Non-Executive our independent non-executive Director(s)

Director(s)”
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“Independent Third Party(ies)” individual(s) or company(ies) who or which is or are independent
of and not connected with (within the meaning of the Listing
Rules) any directors, chief executive, or substantial shareholders

of our Company or our subsidiaries or any of their respective

associates
[REDACTED] [REDACTED]
[REDACTED] [REDACTED]
[REDACTED] [REDACTED]
[REDACTED] [REDACTED]
[REDACTED] [REDACTED]
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“Issue Mandate” the general unconditional mandate given to our Board by the
Shareholders relating to allot, issue and deal with Shares, a
summary of which is contained in the section headed ‘“Statutory
and general information — A. Further information about our
Group — 6. Written resolutions of our Shareholders passed on

[e]” in Appendix V to this document

“Land Administration Law” the Land Administration Law of the PRC ({ " 3E A R 3LA0 B 1 b
L)), as amended, supplemented or otherwise modified from
time to time

“Latest Practicable Date” 14 May 2023, being the latest practicable date prior to the
printing of this document for the purpose of ascertaining certain

information contained in this document

[REDACTED] [REDACTED]
[REDACTED] [REDACTED]
[REDACTED] [REDACTED]
[REDACTED] [REDACTED]
“M&A Rules” the Rules on the Merger and Acquisition of Domestic Enterprises

by Foreign Investors (FiAAMEI# & & I BEs N AR SERIHLE ), as

amended, supplemented or otherwise modified from time to time

“Main Board” the stock market (excluding the option market) operated by the
Stock Exchange which is independent from and operated in
parallel with GEM of the Stock Exchange
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“Majestic Gold”

“Majestic Yantai BVI”

“MEE”

“MEMH

“Memorandum” or “Memorandum

of Association”

“MIIT”

“MNR”

“MOF”

“MOFCOM™

Majestic Gold Corp. (formerly known as (i) Byron Resources Inc.
from 30 October 1986 to 2 September 1992 and (ii) Select
Ventures Inc. from 3 September 1992 to 2 December 1996), a
company incorporated under the laws of the province of British
Columbia, Canada with limited liability by shares on 30 October
1986 and listed on the TSX Venture Exchange (stock code:
MIJS.V). As at the Latest Practicable Date, Majestic Gold has no
ultimate controlling shareholder and was owned as to
approximately 80.01% by public shareholders who were
Independent Third Parties, approximately 16.34% by Mr. Kong
Fanzhong and his child, Mr. Kong Ning (fL#) collectively,
approximately 3.64% by Mr. Wang Lei and approximately 0.01%
by Mr. Mackie James Thomas, an Executive Director. Majestic

Gold is the Controlling Shareholder of our Company

Majestic Yantai Gold Ltd., a company incorporated under the
laws of the BVI with limited liability on 1 July 2004 and a direct

wholly-owned subsidiary of our Company

the Ministry of Ecology and Environment of the PRC (13 A&
J{%*ﬂiﬁﬁfﬁiﬁ%ﬁ), the successor of the former Ministry of
Environmental Protection of the PRC (" %E A\ R ILA B ER 55 {7
)

the Ministry of Emergency Management of the PRC ("3 A &I
NP E 2 A ),  the  successor of the former State
Administration of Work Safety (18 5% 24 & B B FLAER))

the amended and restated memorandum of association of our
Company approved and adopted on [e] 2023, which will take
effect on the [REDACTED], a summary of which is set out in the
paragraph headed “1. Memorandum of Association” in Appendix

IV to this document, and as amended from time to time

the Ministry of Industry and Information Technology of the PRC
(h#E N R T EAME BALED)

the Ministry of Natural Resources of the PRC (H13E A 3t A1EY
H SR &R HR), the successor of the former Ministry of Land and
Resources of the PRC (H % A & A0 5] 5] + & )7

the Ministry of Finance of the PRC ("1 A & Al 5 1 B )

the Ministry of Commerce of the PRC (H#E A\ R Al B 7 455 &K)
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“MOHRSS” the Ministry of Human Resources and Social Security of the PRC
(h N RIEANE A ) B I TR )

“MOHURD” the Ministry of Housing and Urban-Rural Development of the
PRC (H#E A R SL A0 [ £ 5 Ak 48 7 3% )

“Mr. Kong Fanbo” Mr. Kong Fanbo (fLJLi), a director of Yantai Zhongjia, the
major shareholder of Dahedong, an indirect shareholder of SDZJ
and Baiheng, the brother of Mr. Kong Fanzhong and the brother-
in-law of Mr. Wang Lei

“Mr. Kong Fanzhong” Mr. Kong Fanzhong (fLJL!&), a former director of Yantai
Zhongjia, the indirect major shareholder of SDZJ and Baiheng,
the brother of Mr. Kong Fanbo and the brother-in-law of Mr.
Wang Lei. As at the Latest Practicable Date, Mr. Kong Fanzhong
and his child, Mr. Kong Ning (fL%f) held an aggregate of
approximately 16.34% equity interest in Majestic Gold

“Mr. Wang Lei” Mr. Wang Lei (FE#), the deputy general manager of Yantai
Zhongjia, a shareholder of Dahedong and the brother-in-law of
Mr. Kong Fanbo and Mr. Kong Fanzhong. As at the Latest
Practicable Date, Mr. Wang Lei held approximately 3.64% equity

interest in Majestic Gold

“NDRC” the National Development and Reform Commission of the PRC
GIEINSE T PR B E e =R o)

“NI 43-101~ National Instrument 43-101 — Standards of Disclosure for
Mineral Projects, the primary rule governing mineral property
disclosure under Canadian securities laws, which was initially
enacted in February 2001 and most recently revised in June 2011,
and adopted the CIM Definition Standards for estimation of
Mineral Resources and Mineral Reserves

[REDACTED] [REDACTED]
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[REDACTED] [REDACTED]
[REDACTED] [REDACTED]
[REDACTED] [REDACTED]
“PBOC” the People’s Bank of China (B AN 4R17), the central bank of

“PRC” or “China”

“PRC Company Law”

“PRC GAAP”

“PRC Government” or “State”

“PRC Legal Advisers”

“PRC Mineral Resources Law”

China

the People’s Republic of China, and for the purpose of this
document, and unless otherwise indicated, shall exclude Hong
Kong, Macau Special Administrative Region of the PRC and

Taiwan

the Company Law of the PRC (13 ARILFIE A AEE), as
amended, supplemented or otherwise modified from time to time

generally accepted accounting principles in the PRC

the central government of the PRC, including all governmental
sub-divisions (such as provincial, municipal and other regional or
local government entities) and instrumentalities thereof or, where

the context requires, any of them

Jincheng Tongda & Neal Law Firm Shenzhen Office, being the

legal advisers to our Company as to the PRC law

the Mineral Resources Law of the PRC (1 TE A R L A0 3 % i &
JRi£), as amended, supplemented or otherwise modified from

time to time
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“PRC Negotiable Instruments

"

Law

[REDACTED]

[REDACTED]

[REDACTED]

“Qingjia”

“Regulation S”

“Remaining Group”

“Reorganisation”

“Repurchase Mandate”

the Negotiable Instruments Law of the PRC (H'#& A LA [E] 5
$£1%), as amended, supplemented or otherwise modified from

time to time

[REDACTED]

[REDACTED]

[REDACTED]

EABEEMAMRAF (Yantai Qingjia Construction Materials
Co., Ltd*), a limited liability company established in the PRC on
13 September 2017, and is a connected person. As at the Latest
Practicable Date, Qingjia was wholly-owned by Mr. Kong
Fangiang (fLJLi#), who is the brother of Mr. Kong Fanbo and
Mr. Kong Fanzhong and the brother-in-law of Mr. Wang Lei

Regulation S under the U.S. Securities Act

Majestic Gold and its subsidiaries after completion of the
[REDACTED], which excludes our Group

the corporate reorganisation arrangement undergone by our Group
in preparation for the [REDACTED], details of which are set out
in the section headed “History, Reorganisation and corporate

structure — Reorganisation” of this document

the general unconditional mandate given to our Board by the
Shareholders relating to the repurchase of Shares, a summary of
which is contained in the section headed ‘““Statutory and general
information — A. Further information about our Group — 6.
Written resolutions of our Shareholders passed on [e]” in

Appendix V to this document
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DEFINITIONS

“Richard’s Resource” Richard’s Resource Technologies Inc. (formerly known as Double
Gain Investment Limited), a company incorporated under the laws
of the BVI with limited liability on 18 March 1999, an existing
Shareholder which will hold approximately [REDACTED]%
interest in our Company upon the completion of the
Reorganisation, the [REDACTED] and the [REDACTED]
(assuming the [REDACTED] is not exercised). As at the Latest
Practicable Date, Richard’s Resource is wholly-owned by Ms.

Cheung Yuen Man, Rosa

“RMB” Renminbi, the lawful currency of the PRC
[REDACTED] [REDACTED]
“SAFE” the State Administration of Foreign Exchange of the PRC (3

N R LA [ [ 2 S 4 B )= )

“SAMR” the State Administration for Market Regulation of the PRC ('
N BN B B A B BB AR )R)), the successor of the former
State Administration for Industry and Commerce of the PRC (H
He N\ BRI B R L A7 B B AR

“SAT” the State Taxation Administration of the PRC (H 3 A [ 30 B ]
KB AR
“SDZJ” IR 7 I EEE AR/ A (Shandong Zhongjia Mining Group

Co., Ltd.*) (formerly known as 1| 3 H 5 % 3£ A FR /A 7] (Shandong
Zhongjia Mining Co., Ltd.*) (from 23 April 2021 to 28 February
2022), a limited liability company established in the PRC on 23
April 2021, and is a connected person. As at the Latest Practicable
Date, SDZJ was owned by (i) I SCEFIHEATFR/A ], a company
wholly-owned by Mr. Kong Fanzhong, as to approximately 53.9%;
(i) A Z LR EABR/AF], a company wholly-owned by Mr. Kong
Fanbo, as to approximately 23.1%; (iii) Ll HOHE & R 4% & A PR #
(Shandong Huimaosheng Investment Co., Ltd.*), a company wholly-
owned by Zou Honghai, an Independent Third Party, as to
approximately 20.0%; and (iv) LLBHH &5 B SR A IR A
F] (Shandong Zhaojin Group Zhaoyuan Gold Smelting Co., Ltd.*), a
company indirectly wholly-owned by PRC government authorities,
as to approximately 3.0%

“SFC” the Securities and Futures Commission of Hong Kong
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“SFO” the Securities and Futures Ordinance (Chapter 571 of the Laws of
Hong Kong), as amended, supplemented or otherwise modified

from time to time

“Shandong Guoda” a group of companies comprises 1|5 B KB G M0 A R F
(Shandong Guoda Gold Co., Ltd*) and its wholly-owned
subsidiaries, EAEBKESEAEMARAR  (Yantai  Guoda
Precious Metal Smelting Co., Ltd*) and # & B KE 7 A R A
(Yantai Guoda Trading Co., Ltd.*), all of which are established in
the PRC in January 1999, October 2004 and April 2022,
respectively. Shandong Guoda is one of our major customers and
five largest subcontractors during the Track Record Period, and is

an Independent Third Party

“Shandong Humon” L 3R FBIR BB A B2~ 7] (Shandong Humon Smelting Co.,
Ltd*), a company established in the PRC in February 1994, one
of our major customers and five largest subcontractors during the
Track Record Period, and is an Independent Third Party

“Shanghai Gold Exchange” Shanghai Gold Exchange (#4235 fr), approved by the
State Council and founded by the PBOC, which organises gold
transactions in China and performs regulated functions as
stipulated by the applicable PRC rules and regulations, as

amended from time to time

“Share(s)” ordinary share(s) with a nominal or par value of HK$0.01 each in

the share capital of our Company

“Share Option Scheme” the share option scheme conditionally approved and adopted by
our Company on [e] 2023, the principal terms of which are
summarised in the paragraph headed “Statutory and general

information — D. Share option scheme” in Appendix V to this
document
“Shareholder(s)” holder(s) of the Share(s) from time to time
“Sole Sponsor” or “Innovax Innovax Capital Limited, a corporation licenced to carry out Type
Capital” 1 (dealing in securities) and Type 6 (advising on corporate

finance) regulated activities under the SFO, appointed as the sole
sponsor to the [REDACTED]
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“Songjiagou Open-Pit Mine”

’

“Songjiagou Underground Mine’

“SRK Report” or “Competent
Person’s Report™

[REDACTED]
“State Council”

[REDACTED]

“Stock Exchange”
“subsidiary(ies)”
“substantial Shareholder(s)”

“Takeovers Code”

“Track Record Period”

[REDACTED]

“TSX” or “Toronto Stock
Exchange”

an open-pit gold mine located in the Muping District on the
Jiaodong Peninsula of the Shandong Province, the PRC in which
our Group holds the entire interest through our 75%-owned
indirect subsidiary, Yantai Zhongjia, the details of which are set

out in the SRK Report in Appendix III to this document

an underground gold mine located in the Muping District on the
Jiaodong Peninsula of the Shandong Province, the PRC, in which
our Group holds the entire interest through our 75%-owned
indirect subsidiary, Yantai Zhongjia, the details of which are set

out in the SRK Report in Appendix III to this document

the Competent Person’s report prepared by SRK on the
Songjiagou Open-Pit Mine and the Songjiagou Underground
Mine, the effective date of which is 31 December 2022 and
details of which are set out in the section headed “SRK Report”
in Appendix III to this document

[REDACTED]
the State Council of the PRC ("3 A L A0 5 [ 75 Be)

[REDACTED]

The Stock Exchange of Hong Kong Limited
has the meaning ascribed thereto under the Listing Rules
has the meaning ascribed thereto under the Listing Rules

the Code on Takeovers and Mergers issued by the SFC, as
amended, supplemented or otherwise modified from time to time

the three years ended 31 December 2022

[REDACTED]

the Toronto Stock Exchange
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“TSXV” or “TSX Venture
Exchange”

[REDACTED]

[REDACTED]

“United States” or “U.S.” or

“USA”

“U.S. dollar(s)” or “US$” or
‘6USD’7

“U.S. Securities Act”

[REDACTED]

“World Gold Council”

“Yantai Zhongjia”

“%7’

the TSX Venture Exchange, one of the two national stock
exchanges of Canada, focusing on micro, small cap and emerging
growth companies that do not satisfy the listing criteria of the
TSX

[REDACTED]

[REDACTED]

the United States of America

United States dollars, the lawful currency of the United States

the United States Securities Act of 1933, as amended, and the

rules and regulations promulgated thereunder

[REDACTED]

a market development organisation for the gold industry based in
the United Kingdom. Its members include many leading gold

mining companies in the world

AP REEAR/AF (Yantai Zhongjia Mining Co. Ltd*), a
limited liability company established in the PRC on 17 March
2005, our indirect 75%-owned subsidiary held through Majestic
Yantai BVI, and the remaining 25% equity interest is owned by
Dahedong

per cent.

* The English names of the PRC entities mentioned in this document are translations from their Chinese names. If there is

any inconsistency, the Chinese names shall prevail.

Unless otherwise stated or the context requires otherwise in this document:

° all dates and times refer to Hong Kong time;
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° all information is as at the Latest Practicable Date; and
° certain monetary amount and percentage figures have been subject to rounding adjustments.

Accordingly, figures shown as totals in certain tables may not be an arithmetic aggregation

of the figures preceding them.
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This glossary contains explanations of certain terms used in this document in connection with our
Group’s business and operations. These terms and their meanings may not correspond to the standard

industry meanings or usage of those terms.
“adit” a horizontal tunnel or drive from the surface into a mine

“annual production capacity” the maximum annual production capacity within the permitted
annual production volume that can be achieved by our Group in
the usual and ordinary course of business based on our existing

resources and mine design

“ASL” above sea level

“Au” is the symbol for the chemical element of gold

“Au99.99, Au99.95, Au99.9, the common standard for denoting gold purity adopted by
Au99.5” Shanghai Gold Exchange to conform with international practice,

in which Au99.99 and Au99.95 gold denotes gold contents of
99.99% and 99.95% or above, respectively, while Au99.9 and
Au99.5 gold denote gold contents of 99.9% and 99.5% or above,
respectively

“CIM Definition Standards” the CIM Definition Standards on Mineral Resources and Mineral
Reserves issued and adopted by Canadian Institute of Mining,
Metallurgy and Petroleum on 19 May 2014

“concentrate” or “gold a powdery or wet product containing an upgraded mineral content
concentrate” resulting from initial processing of mined ore to remove some
waste materials. A concentrate is an intermediary product, which

would still be subject to further processing, such as smelting, to

effect recovery of metal

“crude gold” unrefined gold produced at mine site or other gold sources before
sending to a smelter where the gold is refined to commercial-
grade gold product

“crusher” a machine for crushing rocks to smaller grain size

“cut-and-fill” a method of stoping in which ore is removed in slices, or lifts,
with the excavation subsequently filled with rock or other waste

material (backfill), before the next slice is extracted

“cut-off grade” the grade threshold above which a mineral is considered

economic to mine
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“deposit”

“dilution”

“drilling”

“exploration™

“feed grade”

“floatation”

“GFA”

e 9

g
“g/t”
“gold bullion”

“gold mine production volume” or

“gold production volume”

“gold recovery rate”

“gold refining” or “refining”

“gl‘ade”

“han

a natural occurrence of a useful mineral, or an ore, sufficient in

extent and degree of concentration to invite exploitation

the reduction of grade for mined ore due to the inclusion of waste

material in the mined ore

the use of a machine to create holes for exploration or for loading

with explosives
activity to prove the location, volume and quality of an orebody

in respect of mineral processing, the relative content of gold
compared to the full content including gold and other substances
in the ore fed at the processing mill, with reference to the mass

with gold in the total mass of the ore and expressed in g/t Au

a process by which some mineral particles are induced to become
attached to bubbles of froth and float, and others to sink, so that
the valuable minerals are concentrated and separated from the

remaining rock or mineral material

gross floor area

gram

grams per metric tonne - metal concentration
refined gold in the form of bars

production volume of gold that is mined from gold mines and as

by-products from non-ferrous metal ores

the percentage of gold produced compared to the amount of gold
contained in the feed ore in the context of a processing plant, or
the percentage of gold produced compared to the amount of gold
contained in the feed concentrates in the context of a smelting
plant

the final stage of the metallurgical process of refining crude gold

to a pure or very pure end-product (or 99.99% pure)

the relative amount of valuable elements or minerals contained in
a parcel of ore material. For gold, grade is commonly expressed

in grams per tonne of milled ore (g/t Au)

hectare
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“Indicated Mineral Resource(s)” or

“Indicated Resource(s)”

“Inferred Mineral Resource(s)” or

“Inferred Resource(s)”

“kg”

“km”

“ktn

“ktpa”
“ktpd”
“koz”
‘v
“W

“LOM”

“large-scale mine”

“low-grade ore rocks”

“Measured Mineral Resource(s)”

or “Measured Resource(s)”

see the definition under NI 43-101 in the section headed
“Summary of NI 43-101" in this document

see the definition under NI 43-101 in the section headed
“Summary of NI 43-101" in this document

kilogram(s), the basic unit of mass in the international system of

units
kilometre(s), a metric unit measure of distance

thousand tonnes, a metric unit of weight, being equivalent to 1.0

million kg

kt per annum

kt of ore per day

thousand ounces, a unit of weight
kilovolt

kilowatt

life of mine. It refers to the shortest timeframe that the Mineral
Reserve of a mine are estimated to be fully utilised after
considering the actual situation of the mine and strategic plan of
the mining operation. Should the mine owner decide to reduce the
mining and processing volume per annum and/or discover
additional Mineral Reserve, it would take longer time to utilise
the Mineral Reserve of the mine and the life of mine would be

lengthened

a gold mine consisting of over 20 tonnes of the combination of
Measured Mineral Resources, Indicated Mineral Resources and
Inferred Mineral Resources, according to specifications for
hardrock gold exploration issued by the Ministry of Natural
Resources of the PRC (DZ/T0205-2002)

ore rocks with gold content ranging from 0.2 to 0.3 g/t Au

see the definition under NI 43-101 in the section headed
“Summary of NI 43-101" in this document
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“Mineral Reserve(s)” or the economically mineable part of a Measured Mineral Resource
“Reserve(s)” and/or Indicated Mineral Resource. It includes diluting materials
and allowances for losses, which may occur when the material is

mined or extracted and is defined by studies at pre-feasibility or

feasibility level as appropriate that include application of

modifying factors. Such studies demonstrate that, at the time of

reporting, extraction could reasonably be justified. Furthermore,

Mineral Reserves are those portions of Mineral Resources that,

after the application of all modifying factors, result in an

estimated tonnage and grade which, in the opinion of the

Competent Person making the estimates, can be the basis of a

technically and economically viable project, after taking account

of material relevant modifying factors. Mineral Reserves are sub-

divided into proven and probable categories

)

“Mineral Resource(s)” or a concentration or occurrence of solid material of economic
“Resource(s)” interest in or on the Earth’s crust in such form, grade or quality
and quantity that there are reasonable prospects for eventual

economic extraction. The location, quantity, grade or quality,

continuity and other geological characteristics of a Mineral

Resource are known, estimated or interpreted from specific

geological evidence and knowledge, including sampling

“mineralisation” an area with continuous distribution belts of mineralisation,
including the occurrence of deposits, mine sites and alteration of
waste rock, as exploration indicators and under control of same
geology conditions. It is a key zone for estimation and further

planning of exploration of minerals

“mining loss” that part of a mineral reserve which is not recovered during the

mining process

“mining rights” the rights to mine mineral resources and obtain mineral products

in areas where mining activities are licenced

“Mt” million metric tonnes, being equivalent to 1.0 million tonnes or
1,000 kt
“mu” the traditional Chinese unit of area (#A), one mu is equivalent to

approximately 666.67 sq.m.

“open-pit mining”’ mining of a deposit from a pit open to surface and usually carried

out by stripping of overburden materials
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113 ’

ore

“orebody”

“ore mined volume”

“ore processed volume”

“ore processing” or “processing”

“ounce(s)” or “oz”

“permitted annual ore stripping

volume”

“permitted annual production

volume”

“Probable Mineral Reserve(s)” or
“Probable Reserve(s)”

“Proven Mineral Reserve(s)” or
“Proven Reserve(s)”

“rehabilitation”

mineral bearing rock which can be mined and treated profitably

under current or immediately foreseeable economic conditions

natural mineral accumulations which can be extracted for use
under existing economic conditions and using existing extraction

techniques
the volume of ores mined from gold mines

the volume of ores sent to processing plant for processing to

produce gold concentrate

the process which in general refers to the extraction of usable

portions of ores by using physical and chemical methods

a unit of weight for precious metals, and one kilogram equals
32.1507 troy ounce

the maximum volume of rocks permitted to be stripped in a year,
which is equivalent to the permitted annual production volume or
such volume times the average stripping ratio according to the
utilisation plan associated with the relevant mining licence
submitted to and approved by the government, as the case may
be. The stripping of rocks essentially refers to the processing of
ores as conducted in the processing plant

indicates the production scale of a mine. For our Songjiagou
Open-Pit Mine, the permitted annual production volume has to be
interpreted together with the utilisation plan for determining the
permitted annual ore stripping volume. For our Songjiagou
Underground Mine, the permitted annual production volume is

equivalent to its permitted annual ore stripping volume

see the definition under the section headed “Summary of NI 43-

101" in this document

see the definition under the section headed “Summary of NI 43-
101" in this document

in the context of mining, the process of returning the land to
another productive use or the restoration of land and
environmental values to a mine site after the mining has been

completed
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“ROM” run-of-mine, of or relating to ore that is in its natural and

unprocessed state produced from a mine

“small-scale mine” a gold mine consisting of less than 5 tonnes of the combination of
Measured Mineral Resources, Indicated Mineral Resources and
Inferred Mineral Resources, according to specifications for hard-
rock gold exploration issued by the Ministry of Natural Resources
of the PRC (DZ/T0205-2002)

“smelting” a pyrometallurgical process of separating metal by fusion from
those impurities with which it is chemically combined or

physically mixed

“sq.km.” square kilometre(s)
“sq.m.” or “m>” square metre(s)
“standard gold” gold bullion which satisfies both standard content requirements

(Au99.99, Au99.95, Au99.9, Au99.5) and standard weight
requirements (50g, 100g, 1kg, 3kg, 12.5kg) set by Shanghai Gold

Exchange
“stope” an underground excavation from which ore is being extracted
“stoping” removal of the ore from an underground mine leaving behind an

open space known as a stope

“tailings” the waste materials (residue) produced by the processing plant

after extraction of valuable minerals

“tailings dam” a storage facility for tailings

“tonne” or “t” metric tonne, a metric unit of weight, being equivalent to 1,000
kg

“underground mine”’ openings in the earth accessed via shafts and adits below the land

surface to extract minerals

“vein” sheet-like body of minerals formed by fracture filling or

replacement of host rock
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In this document, we have used a number of terms defined in the CIM Definition Standards
adopted by NI 43-101. The CIM Definition Standards is an internationally accepted mineral resource or
reserve classification system which became effective on 19 May 2014. NI 43-101 is used by the
Competent Persons to report the Mineral Resources and Mineral Reserves of our gold mines in this

document.

NI 43-101 incorporates, by reference, the definitions for “Mineral Resource(s)” or “Resource(s)”
provided in the section headed “Glossary of technical terms” in this document. Mineral Resources are
sub-divided in order of the increasing geological confidence of the estimate into the following

categories:

° Inferred Mineral Resource or Inferred Resource — that part of a Mineral Resource for
which quantity and grade or quality are estimated on the basis of limited geological evidence
and sampling. Geological evidence is sufficient to imply but not verify geological and grade

or quality continuity.

An Inferred Mineral Resource has a lower level of confidence than that applying to an
Indicated Mineral Resource and must not be converted to a Mineral Reserve. It is reasonably
expected that the majority of Inferred Mineral Resources could be upgraded to Indicated

Mineral Resources with continued exploration.

) Indicated Mineral Resource or Indicated Resource — that part of a Mineral Resource for
which quantity, grade or quality, densities, shape and physical characteristics are estimated
with sufficient confidence to allow the application of Modifying Factors in sufficient detail to

support mine planning and evaluation of the economic viability of the deposit.

Geological evidence is derived from adequately detailed and reliable exploration, sampling
and testing and is sufficient to assume geological and grade or quality continuity between

points of observation.

An Indicated Mineral Resource has a lower level of confidence than that applying to a

Measured Mineral Resource and may only be converted to a Probable Mineral Reserve.

° Measured Mineral Resource or Measured Resource — that part of a Mineral Resource for
which quantity, grade or quality, densities, shape, and physical characteristics are estimated
with confidence sufficient to allow the application of Modifying Factors to support detailed

mine planning and final evaluation of the economic viability of the deposit.

Geological evidence is derived from detailed and reliable exploration, sampling and testing
and is sufficient to confirm geological and grade or quality continuity between points of

observation.

A Measured Mineral Resource has a higher level of confidence than that applying to either an
Indicated Mineral Resource or an Inferred Mineral Resource. It may be converted to a Proven

Mineral Reserve or to a Probable Mineral Reserve.

— 43 —



THIS DOCUMENT IS IN DRAFT FORM, INCOMPLETE AND SUBJECT TO CHANGE AND THE
INFORMATION MUST BE READ IN CONJUNCTION WITH THE SECTION HEADED “WARNING” ON THE
COVER OF THIS DOCUMENT.

SUMMARY OF NI 43-101

“Mineral Reserve(s)” or “Reserve(s)” under NI 43-101 is provided in the section headed
“Glossary of technical terms” in this document. NI 43-101 provides for a direct relationship between
Indicated Mineral Resources and Probable Mineral Reserves, and between Measured Mineral Resources
and Proven Mineral Reserves. Mineral Reserves are the economically mineable parts of Measured and/or
Indicated Mineral Resources after a consideration of the relevant modifying factors, which include
mining, metallurgical, economic, marketing, legal, environmental, social and governmental
considerations. These assessments demonstrate at the time of reporting that economic extraction could
reasonably be justified. In certain situations, Measured Mineral Resources could convert to Probable
Mineral Reserves because of uncertainties associated with the modifying factors that are taken into
account in the conversion from Mineral Resources to Mineral Reserves. NI 43-101 deems Inferred
Mineral Resources to be too poorly delineated to be transferred into a Mineral Reserve category.
Mineral Reserve figures incorporate mining dilution and mining losses and are based on an appropriate
level of mine planning, design and scheduling. Mineral Reserves are sub-divided into the following

categories:

° Probable Mineral Reserve or Probable Reserve — is the economically mineable part of an
indicated, and in some circumstances, a Measured Mineral Resource. The confidence in the
Modifying Factors applying to a Probable Mineral Reserve is lower than that applying to a

Proven Mineral Reserve.

° Proven Mineral Reserve or Proven Reserve — is the economically mineable part of a
Measured Mineral Resource. A Proven Mineral Reserve implies a high degree of confidence
in the Modifying Factors.

The following diagram summarises the general relationships between exploration results, Mineral

Resources and Mineral Reserves under the NI 43-101.

Exploration
Results
MINERAL MINERAL
RESOURCES RESERVES
Increasing level of Inferred
geological B e
knowledge and ! Indicated Probabl
confidence ndicate: robable
Measured Proven
Consideration of mining, pr g, metallurgical, economic,
marketing, legal, environmental, infrastructure, social,
ﬁ_' and governmental factors —_
(the “Modifying Factors”).

Mineral Reserves are generally quoted as comprising a portion of total Mineral Resources rather
than the Mineral Resources being additional to the Mineral Reserves quoted. Under NI 43-101, either
procedure is acceptable, provided the method adopted is clearly identified. The SRK Reports in this

document report all Mineral Reserves as part of Mineral Resources.
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FORWARD-LOOKING STATEMENTS

FORWARD-LOOKING STATEMENTS CONTAINED IN THIS DOCUMENT MAY NOT
MATERIALISE

We have included in this document forward-looking statements that are not historical facts, but
relate to our intentions, beliefs, expectations or predictions for future event. These forward-looking
statements are contained principally in the sections headed “Summary”, “Risk factors”, “Industry
overview”, “Business”, “Financial information” and “Future plans and [REDACTED]”, which are, by
their nature, subject to risks and uncertainties. These forward-looking statements include, without
limitation, statements relating to our business objectives, strategies and plan of operation, our capital
expenditure plans, financial sources, the amount and nature of, and potential for, future development of
our business, our operations and business prospects, our dividend payment, the regulatory environment
of our industry in general, future development in our industry, and general economic and political trends
in the PRC.

In some cases, we use the words “aim”, “anticipate”, “believe”, “can”, “consider”, “continue”,
“could”, “estimate”, “expect”, “intend”, “may”, “might”, “ought to”, “plan”, “potential”, “predict”,
“project”, “propose”, “seek”, “should”, “will”, “would” or similar expressions or the negative of

these words or other similar expressions or statements to identify forward-looking statements, are
forward-looking statements.

These forward-looking statements involve known and unknown risks, uncertainties and other
factors, some of which are beyond our control, which may cause our actual results, performance or
achievements, or industry results, to be materially different from any future results, performance or

achievements expressed or implied by the forward-looking statements.

These forward-looking statements are based on various assumptions regarding our present and
future business strategies and the environment in which we will operate in the future. Important factors
that could cause our actual performance or achievements to differ materially from those in the forward-

looking statements include, without limitation, the following:
° our business prospects, business strategies and plan of operation;
° realisation of the benefits or our future plans and strategies;
° our future debt levels and capital needs;
° our production, research and development and capital expenditure plans;
° our ability to control or reduce costs;
° the ability of third parties to perform in accordance with contractual terms and specifications;

° our dividend policy;
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° future development of our business, expansion, consolidation, trends and conditions in the

industry and markets in which we operate;

° the regulatory environment of our industry in general and restrictions that may affect the

industry in which we operate;

° the general industry outlook, competition for our business activities and future development

in our industry;

° macroeconomic measures taken by the PRC Government or governments of other relevant
countries or territories in which we may operate our business to manage economic growth

and general economic trends;

° changes in general political and economic conditions in the PRC and other relevant countries
or territories that may be detrimental to the industry in which we operate;

° our overall financial condition and performance;

° the actions of and developments affecting our competitors;

° capital market developments;

° other statements in this document that are not historical facts; and
° other factors beyond our Group’s control.

We believe that the sources of information and assumptions contained in such forward-looking
statements are appropriate sources for such statements and we have taken reasonable care in extracting
and reproducing such information and assumptions. We have no reason to believe that information and
assumptions contained in such forward-looking statements are fake or misleading or that any fact has
been omitted that would render such forward-looking statements fake or misleading in any material
respect. These forward-looking statements are subject to risks, uncertainties and assumptions, some of
which are beyond our control. In addition, these forward-looking statements reflect the current views of
our Company with respect to future events and are not a guarantee of future performance.

The information and assumptions contained in the forward-looking statements have not been
independently verified by us, the Controlling Shareholder, the Sole Sponsor, the [REDACTED], the
[REDACTED], the [REDACTED], the [REDACTED], the [REDACTED], any other party involved in
the [REDACTED] or their respective directors, officers, employees, advisers or agents, and no
representation is given as to the accuracy or completeness of such information or assumptions on which
the forward-looking statements are made. Additional factors that could cause actual performance or
achievements of our Group to differ materially include, but are not limited to, those discussed under the
section headed “Risk factors™ and elsewhere in this document.
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These forward-looking statements are based on current plans and estimates, and apply only as of
the date they are made. Our Company undertakes no obligations to update or revise any forward-looking
statements in light of new information, future events or otherwise. Forward-looking statements involve
inherent risks and uncertainties and are subject to assumptions, some of which are beyond our control.
Our Company cautions prospective [REDACTED] that a number of important factors could cause actual

outcomes to differ, or to differ materially, from those expressed in any forward-looking statements.

Due to these risks, uncertainties and assumptions, the forward-looking events and circumstances
discussed in this document might not occur in the way we expect, or at all. Accordingly, prospective
[REDACTED] should not place undue reliance on any forward-looking information. All forward-looking
statements contained in this document are qualified by reference to these cautionary statements set out in

this section.

In this document, statements of or references to our intentions or those of any of our Directors are

made as at the date of this document. Any such intentions may change in light of future developments.
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Prospective [REDACTED] should consider carefully all the information set out in this document
and including the risks and uncertainties described below before making an [REDACTED] in the
[REDACTED]. Prospective [REDACTED] should pay particular attention to the fact that we conduct
our operations in the PRC and are governed by the local legal and regulatory environment which in
some respects may differ from that prevailing in other countries. The occurrence of any of the
following events could harm us and our Group’s business, financial condition or results of operations
could be materially and adversely affected by any of these risks and uncertainties. If these events
occur, the [REDACTED] could decline and prospective [REDACTED] may lose all or part of their
[REDACTED)].

RISKS RELATING TO THE BUSINESS OPERATIONS OF OUR GROUP

Fluctuations in the market price of gold could materially and adversely affect our Group’s

profitability and cash flow.

Our revenue is generated from the sale of gold bullion refined by third party smelters derived from
gold concentrate processed by us, with reference to the prevailing Au (T+D) spot price as quoted on the
Shanghai Gold Exchange. Historically, while the gold price has increased in value over time, it has
fluctuated widely and there can be no assurance that the gold price will not continue to fluctuate in the
future or that such prices will otherwise remain at sufficiently high levels to support our profitability

and cash flow.

According to the F&S Report, average global market gold spot price increased from approximately
US$1,765.4 per ounce in 2020 to approximately US$1,798.9 per ounce in 2021 and further increased to
US$1,801.3 per ounce in 2022. The average gold spot price in the PRC in 2020, 2021 and 2022 was
approximately RMB387.1 per gram, RMB374.3 per gram and RMB392.1 per gram, respectively. For
further details of the global and the PRC gold spot price on the Shanghai Gold Exchange, please refer to
the section headed “Industry overview — Gold industry in China and Shandong — Gold price” of this

document.

Fluctuations in gold price are inherently difficult to predict, being dependent on numerous factors
such as (i) global macro-economic and political events and sentiments; (ii) supply and demand for gold;
(ii1) interest rate and inflation rate expectations; (iv) actual and predicted behavior of central banks in
relation to gold acquisition and disposals; and (v) performance of exchange traded gold funds and
speculative trading in gold. For illustration, according to the F&S Report, the average global gold spot
price and the average gold spot price in the PRC in January 2022 was approximately US$1,816.8 per
ounce and RMB372.6 per gram, respectively. Upon the occurrence of the Russia-Ukraine tensions in
February 2022, the global spot price and the gold spot price in the PRC further increased by
approximately 6.6% and 5.3%, respectively to US$1,936.3 per ounce and RMB392.5 per gram,
respectively on 24 February 2022 when Russian President Vladmir Putin announced the launch of a
special military operation in eastern Ukraine, as compared to January 2022. Such global gold spot price
and the gold spot price in the PRC further increased by approximately 2.7% and 6.1% to US$1,988.9
per ounce and RMB416.5 per gram, respectively, on 9 March 2022, being the day before the foreign
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ministers of Ukraine and Russia met in Turkey, as compared to that of 24 February 2022. The global
and PRC spot prices of gold were boosted by the recent Russia-Ukraine tensions, among other reasons.
In addition, in 2022 the Federal Reserve Board of the USA raised interest rate to resolve inflation issue,
leading to global and China’s gold price drop as demand for gold investment is cooling down. Average
global gold spot price is US$1,801.3 per ounce in 2022, increasing to US$1,912.72 per ounce in March
2023, around 6.2% increase; average China gold spot price is RMB392.1 per gram in 2022, increasing
to RMB422.6 per gram in March 2023. If the gold price should fall below or remain below our cost of
production for any sustained period as a result of, among others, the ease of Russia-Ukraine tensions or
the interest rate hike, our business and results of operations would be materially and adversely affected.
As a result, we may be forced to suspend some or all of our operations, or reduce any planned capital
expenditures in part or completely. Further, the Mineral Reserves of our Songjiagou Open-Pit Mine and
our Songjiagou Underground Mine as at 31 December 2022 were estimated using, among other things, a
gold price of RMB300 per gram, such Mineral Reserves estimate may also be affected by significant

fluctuations in actual gold prices.

We rely significantly on Shandong Guoda to refine our gold concentrate into gold bullion of
Au99.95 and its subsequent purchase thereof.

During the Track Record Period, we outsourced the refining of gold concentrate produced by us
into gold bullion of Au99.95 principally to Shandong Guoda, and we subsequently sold the gold bullion
to it for its subsequent sales on the Shanghai Gold Exchange. During the Track Record Period,
purchases of refining services from Shandong Guoda amounted to approximately RMBS5.3 million,
RMB4.1 million and RMB13.7 million, respectively, accounted for approximately 6.0%, 7.3% and
12.2% of our total purchases. Sales derived from Shandong Guoda during the Track Record Period
amounted to approximately RMB335.8 million, RMB247.9 million and RMB418.4 million, respectively,
accounted for approximately 93.0%, 100.0% and 100% of our total revenue. Shandong Guoda became
our sole subcontractor for gold refining services and our sole customer since 2021. For further details of
Shandong Guoda, please refer to the section headed ‘“Business — Sales and customers — Our

relationships with Shandong Guoda and Shandong Humon — Shandong Guoda” in this document.

As there is no exclusive arrangement between Shandong Guoda and us, in the event that Shandong
Guoda does not renew our contract for refining services for any reasons (e.g. change of principal
business) it adjusts the processing fees of its refining services significantly, we may not be able to
identify suitable subcontractor who would provide refining services to us and would also purchase gold
bullion from us in a timely manner or at all, which may have a material adverse effect on our business,

financial condition and results of operations.

As a developing mining company, we cannot guarantee that we will generate revenue or positive

cash flow and grow our business as planned.

We have over 17 years of operating history. We commenced commercial production for our
Songjiagou Open-Pit Mine in May 2011 and our Songjiagou Underground Mine in September 2019.
While we had generated profits or positive cash flows from our operations during the Track Record
Period, we cannot assure you that we will be able to achieve successful operation or commercial

viability. We may not be able to generate profits in the future.
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We may encounter risks and uncertainties commonly experienced by early-stage mining

companies, including those relating to:
° our ability to maintain effective control over operating costs and expenses;

° our ability to maximise returns of our Shareholders by constantly evaluating risks against

opportunities in the market when allocating capital for expansion;
° our ability to explore and identify new gold mines to keep our mining operation sustainable;
° our ability to ramp up our processing capacities and production output according to our plan;
° the quality of our gold ore;
° our ability to respond to changes in the regulatory environment in the PRC; and
° our ability to manage the logistics, utility and supply needs of our expanded operations.

If we are unable to address any of these and other related risks, our business, financial condition

and operating results may be materially and adversely affected.

Our operations are currently concentrated on two gold mines and we are exposed to uncertainties

in relation to these mines.

As at the Latest Practicable Date, we had two gold mines, namely, the Songjiagou Open-Pit Mine
and the Songjiagou Underground Mine. While we endeavour to acquire more gold mines in the future,
we expect these two gold mines to be our only operating gold mines in the near term, and therefore we
expect all of our revenue and operating cash flows to be derived from the sale of gold produced from
these two mines in the near future. According to the SRK Report as set out in Appendix III to this
document, the possible risks of our Songjiagou Open-Pit Mine and our Songjiagou Underground Mine
which may occur within the respective LoMs include improper classification of Mineral Resource
category, significant geological structures, deformation of final pit wall. The Competent Person also
identified environmental risks (land disturbance and steep side slope, poor water management and dust
emission) and social risks (stakeholder engagement and cultural heritage protection) relating to our
operations. We cannot guarantee that our mitigation measures will be sufficient to prevent such risk for
occurring in the future. In addition, all mines in the Shandong Province (including ours) were ordered to
temporarily suspend operations from February 2021 to enable the government authority to carry out
safety inspection in accordance with the requirements of the local authorities after the occurrence of two
safety incidents in January and February 2021 at Qixia Hushan Gold Mine (i % 1lI&0%) of
Shandong Wucailong Investment Company Limited (IR ZFEHKEH /A F) and Caojiawa Gold
Mine (& % #E 4 M%) of Zhaoyuan Caojiawa Gold Mine (4% 11 B K ZE 4 %), two local enterprises which
are owned by Independent Third Parties. Our Songjiagou Underground Mine has passed the safety
inspection and obtained resumption approvals in April 2021 and resumed operations in December 2021
while our Son