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

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

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

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

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

This report will remain on the “Latest Company Announcements”
page of the GEM website at www.hkgem.com for at least seven
days from the date of its publication and on the website of the
Company at http.//www.aplushk.com/clients/8299GrandTG/.

The English text of this report shall prevail over the Chinese text
in case of inconsistencies.
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The board of directors (the “Board”) of the Company, together
with its subsidiaries, hereby presents the Company’s annual

report for the year ended 31 March 2018.

The year of 2017 marked several milestones for the Company.
On 9 May 2017, after six and half years of trading suspension
and nearly one and half years of active and intensive work, the
Company successfully satisfied all requirements from the Listing
Appeals Committee of Stock Exchange of Hong Kong and shares

of the Company (the “Shares”) resumed normal trading.

On 11 September 2017, the first annual shareholders meeting
(AGM) after more than seven years from the previous one
was held, approving, among others all outstanding audited
consolidated financial statements from 2011 to 2017. This
marked the official completion of all outstanding issues as

required for listing.

The Board with a new three-year mandate from the AGM has
since been working on a three-year development plan for the
Group (the “Plan”). The Plan presents a corporate strategic
business objective of becoming high standard mining company
with high efficiency and competitiveness by the end 2021. The
Plan includes a route map of achieving the objective, through
both organic growth at the Company’s operating subsidiary and
through acquisitions and new business ventures. The Board is
confident that with the support of our shareholders and other
stakeholders, the Company will achieve its growth development

obijective.
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CHAIRMAN'S STATEMENT
T

The year under review has seen a significant increase in revenue.
The total revenue for the year was approximately HK$215.4
million, comparing with approximately HK$131.7 million for the
year earlier, a 63.6% increase. This was mainly because our
operating subsidiary Taizhou Mining operated mostly at its top
capacity, as well as sales of a certain amount of inventory stock.
Together with increased revenue, the net profit at the operating
company has also increased. Since the year under review was
the resumption year and still incurred significant amount of one
off resumption and legal costs, which offset part of the corporate
consolidated net profit. Nevertheless, despite of the resumption
and legal costs, the Company has made a turn around and the
year under review recorded a approximately HK$15.3 million
net profit, compared with a net loss attributable to equity
holders of the Company of approximately HK$9.8 million for the
previous reporting year. Regrettably, the market has not reflected
the positive progress the Company has made and we hope
with the implementation of the three-year plan and continued
improvement of the corporate performance, the Company will

turn the current share price momentum around.

Moving forward, the Company is in the process to finalize the
three-year development Plan and more importantly implement
the Plan. We expect that the successful implementation of the
Plan would significantly improve the Company’s asset scale and
quality as well as financial performance to improve returns to the

investors and shareholders.

On behalf of the Board
Li Dahong

Chairman

Hong Kong, 27 June 2018
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MANAGEMENT DISCUSSION AND ANALYSIS

BUSINESS REVIEW
The principal activity of the Company is investment holding. Its
subsidiaries are principally engaged in gold exploration, mining

and mineral processing with gold concentrate as its product.

FINANCIAL REVIEW

Revenue

For the year ended 31 March 2018 (the “Year”), the Group’s
revenue was approximately HK$215.4 million, representing an
increase of approximately 63.6% from approximately HK$131.7
million as compared with that of the last year. The substantial
increase in revenue was mainly due to that the Group had been
operating its ore processing plants at 400 tonnes of ore per day
for the most part of the Year while it was at 300 tonnes of ore per
day mostly last year, as well as due to sales of a certain amount

of the inventory.

Gross profit and gross profit margin

During the Year, the Group’s gross profit was approximately
HK$97.7 million, representing an increase of approximately
38.6% from approximately HK$70.5 million as compared with
that of the last year. During the Year, the Group’s overall gross

profit margin was approximately 45.3%.

Selling and distribution expenses

During the Year, the Group’s selling and distribution expenses
were approximately HK$3.4 million, representing an increase
of approximately 426.1% from approximately HK$0.7 million as

compared with that of the last year.
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MANAGEMENT DISCUSSION AND ANALYSIS

B B ks B oy M

Administrative expenses

During the Year, the Group’s administrative expenses were
approximately HK$40.8 million, representing an increase of
approximately 18.5% from approximately HK$34.5 million as
compared to the last year. The increase was primarily attributable

to an increase in mostly one-off professional fees and staff costs.

Profit/(loss) for the year

Consolidated profit of the Company amounted to approximately
HK$34.2 million for the Year (2017: approximately HK$1.6
million) which was arrived at after the inclusion of the substantial
non-recurring legal and resumption expenses of approximately
HK$11.2 million incurred by the Company (2017: approximately
HK$23.0 million) for, among others, defending vigorously the
two winding up petitions against the Company in the Cayman
Islands and Hong Kong as well as for the resumption in trading
of the Company’s shares after more than six years of trading

suspension (the “Legal and Resumption Expenses”).

For the Year, the Group has made a turn-around by recording
a net profit attributable to equity holders of the Company of
approximately HK$15.3 million, as compared to losses of
approximately HK$9.8 million recorded at the last year. This
was mainly due to the increase of the revenue for the Year and

decrease of the legal and resumption expenses.

Earning/(loss) per share
Basic earning per share was approximately HK cents 0.07 for the

Year (2017: loss of approximately HK cents 0.07).

Dividend
The Board does not recommend the payment of any dividend for
the Year (2017: nil).
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MANAGEMENT DISCUSSION AND ANALYSIS

Liquidity, financial resources and funding

As at 31 March 2018, the Group had cash and cash equivalents
amounted to approximately HK$22.4 million (2017: approximately
HK$6.1 million) and net current liabilities amounted to
approximately HK$135.7 million (2017: net current liabilities of
approximately HK$79.5 million) whereas inventories of the Group
amounted to approximately HK$19.6 million (2017: approximately
HK$73.7 million).

As at 31 March 2018, the current ratio is approximately 0.33
(2017: approximately 0.64).
As at 31 March 2018, the Group’s gearing ratio was
approximately 42.2% (2017: approximately 66%), calculated

based on total borrowings over total assets.

Borrowings
Borrowings information of the Group is set out in note 22 to the

consolidated financial statements.

Capital structure

On 17 July 2017, the Company issued convertible bonds with
an aggregate principal amount of HK$30,095,357 to J. Thomson
Asset Investment Limited (the “Third Subscriber”) under the
convertible bonds subscription agreement dated 10 April 2017.
The subscription monies payable by the Third Subscriber for the
convertible bonds was settled by way of set off against the debt

due by the Company to the Third Subscriber.

PR i M g A

hBES HMBEERRESR

RZZE—-N\E=A=+—H0 A5EFHFR
2 kIR e FEIHEE £22,400,0008 T (ZF
— -t : 496,100,000 L) R B B B F R L
135,700,000 T (ZE—tF: RBAFEF
§E#)79,500,0008 ) MAEB 2 FEN R
19,600,000 7T ( ZF—+4 : 4973,700,000/%

JT) °

R-ZE—N\F=ZA=+—H KB E#50.33
(ZZ2—+F:40.64) -

R-ZE—N\F=ZA=+—H KEBEZEAXE
B ERY ABL422% (—F ti #4966% ) * Ji
BEERERINEEEETE

BE

AEBEZEEERINGE M BERRME22 -

BEXREE
RZTE—+tFtA++tH ARARERHA
—tFMA+HZARRESREHRER
J. Thomson Asset Investment Limited ([ 5=
RBA)BITAEEFR30,095,3578 T2 7]
BRES - ”’Ea@ﬁﬁ/\ﬁ‘f—ﬁﬁﬂxﬁﬁﬁgﬁz
BoROCABEEARRBRE=ZRBAZE
BEFREE -

R 42 JBE A PR )
S IC



MANAGEMENT DISCUSSION AND ANALYSIS

B B ks B oy M

As at 31 March 2018, the Company’s issued share capital was
HK$89,806,929.624 which were divided into 22,451,732,406
Shares of HK$0.004 each.

Capital commitment
As at 31 March 2018, the Group did not have any significant

capital commitments (2017: nil).

Charge on the Group’s assets

As at 31 March 2018, the Group’s long term loans were secured
by the inventories of the Group’s operating subsidiary, =% X
MiEZE AR & T2 & Tongguan Taizhou Mining Company Limited*
(“Taizhou Mining”).

As at 31 March 2018, the inventories of the Group amounted to
approximately HK$19.6 million (2017: approximately HK$73.7

million).

Treasury policies

The Group’s monetary assets and transactions are principally
denominated in HK$, Renminbi (‘RMB”). Foreign exchange risk
arises from future commercial transactions and recognised assets

and liabilities.

The Group adopted a conservative treasury policy with most
of the bank deposits being kept in HK$ or RMB, or in the local
currencies of the operating subsidiaries to minimise exposure
to foreign exchange risk. The Group monitors and maintains
a sufficient level of cash and cash equivalents to finance the
Group’s operations and mitigate the effects of fluctuation in cash
flows. Management reviews and monitors the Group’s working

capital requirements regularly.

*

For identification purpose only
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MANAGEMENT DISCUSSION AND ANALYSIS

Segment information
The Group’s segmental information is set out in note 5 to the

consolidated financial statements.

Exposure to exchange risks

Since the Group’s borrowings and its source of income are
primarily denominated in the respective group companies
functional currency which are mainly in Hong Kong dollars or
Renminbi, the exposure to foreign exchange rate fluctuations is

minimal.

Significant investment, material acquisition and disposal of
subsidiaries and affiliated companies, and future plans for
material investments or capital assets

The Group did not have any significant investment, material
acquisition and disposal of subsidiaries and affiliated companies

throughout the Year.

In addition, the Company is now focusing on developing and
strengthening its existing business and will explore investment
opportunities in order to broaden the income stream of the
Group, enrich its reserves and resources, enhance the profitability
of the Group and eventually bring a fruitful return to the

shareholders of the Group.
Contingent liabilities

The Group did not have any material contingent liabilities as at 31
March 2018 and 31 March 2017.
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MANAGEMENT DISCUSSION AND ANALYSIS

B B ks B oy M

Employees and remuneration policies

As at 31 March 2018, the Group had 62 employees (2017: 61)
situated mainly in the People’s Republic of China (the “PRC”) and
Hong Kong. The Group’s emoluments policies are formulated
based on industry practices and performance of individual
employees. For the Year, the total staff costs (including directors’
emoluments) amounted to approximately HK$18.1 million
(2017: approximately HK$10.1 million). Details of employees’
remuneration are set out in note 9 of the consolidated financial

statements.

Relationships with employees, customers and suppliers
Employees

The Directors are of the view that its employees are the keys
to the sustainable development of the Group. The Directors
believe that the Group maintains good working relations with its
employees and endeavors to maintain and improve the quality of

its products.

Customers and Suppliers

The Group aims to provide comprehensive solutions that meet
customers’ needs and establish a comprehensive vertical supply
chain management system through resource integration and

supplier screening and management.

The objectives of the Group are to deepen the collaborative
relationship with the strategic suppliers and to create competitive
advantages in the value chain, thereby aiming to enhance the
impact on the society and environment and to ensure that their
suppliers uphold similar stance in sustainability. The Group
maintains long-term relationship with its suppliers for ensuring

stable supply.
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MANAGEMENT DISCUSSION AND ANALYSIS

MAJOR EVENTS DURING THE REPORTING
PERIOD

1.

Completion of the open offer and resumption in trading
in the Shares on 9 May 2017

After suspension in trading of more than 6 years since 11
November 2010, trading in the Shares has been resumed
since 9 May 2017.

Following the review hearing held on 9 December 2016, the
Listing Appeals Committee of the Stock Exchange decided
to conditionally accept the Company’s resumption proposal
(the “Resumption Proposal”), which involves, among
others, an open offer (the “Open Offer”), debt capitalisation,
debt settlement and release of all outstanding financial

results.

On 24 February 2017, the Company entered into an
underwriting agreement for the purpose of conducting the
Open Offer. The Company received overwhelming support
from its shareholders in respect of the Open Offer and
the Open Offer was over-subscribed. On 8 May 2017,
the Company allotted and issued 6,724,244,135 offer
Shares under the Open Offer on the basis of one (1) offer
Share for every two (2) existing Shares at the subscription
price of HK$0.02 per offer Share. With the Company’s
fulfillment of all resumption conditions as set by the Listing
Appeals Committee of the Stock Exchange and completion
of the Open Offer, which details were set out in the
announcements of the Company dated 21 March 2017 and
5 May 2017 respectively, trading in the Shares was resumed
on 9 May 2017.
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Withdrawal of the winding up petitions in the Cayman
Islands and Hong Kong

On 12 April 2017, the Company received the sealed order of
the High Court of Hong Kong for the dismissal of the petition
for the winding-up of the Company presented by Mr. Lee
Shing in Hong Kong on 10 April 2017.

At the adjourned hearing on 26 April 2017 (Cayman time),
the Grand Court of the Cayman Islands granted leave to Mr.
Lau Kin to withdraw the winding-up petition presented by
him to the Grand Court of the Cayman Islands against the

Company with no order as to costs.

Debt capitalisation
The Company entered into the following subscription
agreements with its creditors in furtherance of the

Resumption Proposal:

(a) The first subscription agreement

On 10 April 2017, a shares subscription agreement (as
amended by a supplemental agreement dated 8 June
2017) was entered into by the Company as the issuer
and Mr. Lee Wing Leung (the “First Subscriber”) as the
subscriber whereby the Company conditionally agreed
to issue and allot, and the First Subscriber conditionally
agreed to subscribe for 329,000,000 new Shares at the
subscription price of HK$0.02 per new Share.
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(b)

MANAGEMENT DISCUSSION AND ANALYSIS

The aforesaid agreement was completed on 17 July
2017 and the subscription monies payable by the First
Subscriber were settled by way of capitalising the debts
due by the Company to the First Subscriber to the
extent of HK$6,580,000.00. 329,000,000 new Shares
were issued and allotted by the Company accordingly.
The Company also settled the balance of the debts due
by the Company to the First Subscriber of HK$7.90 in

cash.

The second subscription agreement

On 10 April 2017, a shares subscription agreement
was entered into by the Company as the issuer
and Mr. Zhou Yong (the “Second Subscriber”) as
the subscriber whereby the Company conditionally
agreed to issue and allot, and the Second Subscriber
conditionally agreed to subscribe for 1,750,000,000
new Shares at the subscription price of HK$0.02 per

new Share.

The aforesaid agreement was completed on 17 July
2017 and the subscription monies payable by the
Second Subscriber were settled by way of capitalising
the debts due by the Company to the Second
Subscriber to the extent of HK$35,000,000.00.
1,750,000,000 new Shares were issued and allotted by

the Company accordingly.
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MANAGEMENT DISCUSSION AND ANALYSIS
LI o S A

(c)

(d)

The third subscription agreement

On 8 June 2017, a shares subscription agreement
was entered into by the Company as the issuer and
the Third Subscriber as the subscriber whereby the
Company conditionally agreed to issue and allot, and
the Third Subscriber conditionally agreed to subscribe
for 200,000,000 new Shares at the subscription price
of HK$0.02 per new Share.

The aforesaid agreement was completed on 17 July
2017 and the subscription monies payable by the Third
Subscriber were settled by way of capitalising the debts
due by the Company to the Third Subscriber to the
extent of HK$4,000,000.00. 200,000,000 new Shares

were issued and allotted by the Company accordingly.

The convertible bonds subscription agreement

On 10 April 2017, a conditional convertible bonds
subscription agreement was entered into between
the Company as the issuer and the Third Subscriber
as the subscriber in relation to the issue of unlisted
convertible bonds in an aggregate principal amount of
HK$30,095,357.00 (the “CB”). The CB are convertible
into new Shares at an initial conversion price of
HK$0.02 per new Share.

The aforesaid agreement was completed on 17 July
2017 and the subscription monies payable by the Third
Subscriber were settled by way of capitalising the debts
due by the Company to the Third Subscriber to the
extent of HK$30,095,357.00.

Further details of the aforesaid agreements were set out in

the circular of the Company dated 21 June 2017.
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MANAGEMENT DISCUSSION AND ANALYSIS

4. Increase in authorised share capital
In order to provide the Company with a flexibility for
future investment opportunities, expansion and growth,
the Board proposed to increase the authorised share
capital of the Company from HK$120,000,000 divided into
30,000,000,000 Shares to HK$160,000,000 divided into
40,000,000,000 Shares by the creation of an additional
10,000,000,000 new Shares which shall rank pari passu

with the existing Shares in all respects upon issue.

The increase in authorised share capital has been passed by
an ordinary resolution by the shareholders of the Company

at the annual general meeting on 11 September 2017.

USE OF PROCEEDS

On 8 May 2017, the Company has allotted and issued
6,724,244,135 Shares at the issued price of HK$0.02 per
Share pursuant to the open offer. The actual net proceeds from
the open offer were approximately HK$131.6 million. As at 31
March 2018, approximately HK$63.9 million for repayment of the
Company’s debts and approximately HK$48.1 million as general
working capital of the Group (including approximately HK$11.5
million paid for staff costs, approximately HK$25.4 million paid
for Legal & Professional Fee and approximately HK$11.2 million
for the others operations costs of the Company), the remaining

balance of approximately HK$19.6 million.
Details of the Open Offer were disclosed in the prospectus of

the Company dated 31 March 2017 and the next day disclosure
return of the Company dated 8 May 2017.
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MANAGEMENT DISCUSSION AND ANALYSIS

B B ks B oy M

PROSPECT

With assistance of expert consultants and participation of major
Company shareholders, the Company has developed a three-
year business development plan. The Company’s long-term
vision is to become a high standard mining company and to
generate stable and attractive returns to its shareholders and
investors. The immediate actions for the plan implementation
have two-fold: internally, the Company is to increase its ore
processing capacity through completing a new processing plant
which has been under construction and the matching mining,
transportation and tailing disposal capacity to substantially
increase its total output. A contractor has been engaged
to complete the remaining work for the under-construction
processing plant and the site work has already started. At the
same time, the Company is to continue its exploration activities
at the site with a goal to identify additional gold resources
and boost the reserves. Externally, the Company is exploring
opportunities for certain acquisitions of high quality mining and
possibly downstream assets, with the target to increase both
reserves and resources and production throughput, and as a

result, revenue and net profits.
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MANAGEMENT DISCUSSION AND ANALYSIS

MINERAL EXPLORATION, MINE
DEVELOPMENT AND ORE MINING
ACTIVITIES

Mineral Exploration and Mine Development

During the Year, Taizhou Mining mainly completed certain mining
development projects, including the excavation of approximately
16,071 meters of various tunnels, excavation of approximately
1,286 meters of slope supporting, excavation of approximately
1,928 meters of ore chute as well as excavation of approximately

4,821 meters for track laying and ditches.

During the Year, the Group’s total expenditure for the mine
development and mineral exploration amounted to approximately

HK$87.1 million and approximately HK$O respectively.
Ore Mining

During the Year, the aggregate expenditure on the ore mining

operation of the Group was approximately HK$20.2 million.
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MANAGEMENT DISCUSSION AND ANALYSIS

B B ks B oy M

RESOURCES AND RESERVES

Based on the findings of the report prepared by SRK Consulting
China Limited (Note) pursuant to JORC Code 2012:

1. As of 31 March 2018, using a gold cut-off grade of 1.0
gram per tonne, the indicated resource and inferred

resource of the Group were:

BERRAE
B SRK Consulting China Limited ( #7:%) &
BBJORCER (—E——FM) GBI RE 24

AL
Glii

1. B2 /\F=A=1+—H HKA1.0%
BEe/MERARMUAE RNEENZEHE
RENEHERER:

Contained

Inventory Grade metal

r7& m {2 Fresh’

(gram per (kilogram,

(kilotonne) tonne, gold) gold)

(FIF) (Z&H #w) (Tr #z)

Indicated resource ZHERE 1,806 7.82 14,517
Inferred resource HEERE 1,555 6.6 10,269

2. As at 31 March 2018, under a cut-off grade of 1.9 gram per

tonne, the estimated probable reserves of the Group were:

2. BE-Z—NE=A=+—R0 BE1.9%
B¢ MERRME KEBGFTER
RE245:

Contained

Inventory Grade metal

rE fm etk

(gram per (kilogram,

(kilotonne) tonne, gold) gold)

(FIF) (Z&W &%) (Tz E2x)

Probable reserves inventory EARFEEFE 1,590 5.75 9,140

Note:

SRK Consulting China Limited is an international renounced reputable
technical adviser in mining industry. It has prepared competent person’s
reports for a number of companies for the purpose of initial public offering
(IPO) and mergers and acquisitions exercises in Hong Kong, the PRC and

Singapore.
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BIOGRAPHICAL DETAILS OF DIRECTORS AND SENIOR MANAGEMENT

EXECUTIVE DIRECTORS

Dr. Li Dahong (“Dr. Li”)

Dr. Li, aged 60, joined the Company as an executive Director on
24 February 2016 and is also the chairman and the authorized
representative of the Company. Dr. Li also serves as a director
of SSC Mandarin Mining Investment Limited and T G MINING
ASIA LIMITED, all being subsidiaries of the Company. He has
over 20 years of experience in investment banking, mergers
and acquisitions and other financial activities. Dr. Li is now the
managing partner of /8% 1R1% & R AR A 7 (Shanghai Ming
Ji Investment Management Ltd.*) and the managing director
of Vision Capital Partners Limited (=& BB A F)) . Dr. Li
graduated from Tsinghua University in civil and environmental
engineering and received a degree in Doctor of Philosophy from

the University of Toronto, Canada.

Ms. Ma Xiaona (“Ms. Ma”)

Ms. Ma, aged 42, was appointed as a non-executive Director
of the Company on 24 March 2016 and is a member of the
remuneration committee and nomination committee of the
Company. Ms. Ma was re-designated as an executive Director
and the compliance officer of the Company on 13 September
2017, and was also appointed as a director of SSC Mandarin
Mining Investment Limited and T G Mining Asia Limited, both of
which are wholly-owned subsidiaries of the Company. Ms. Ma
graduated from East China University of Science and Technology
in Shanghai with a Bachelor's degree in International Trade.
She has more than 18 years of experience in project financing,
joint ventures and mergers and acquisitions in China and Hong
Kong, involving in industries such as gold mining, other resources
mining, traditional manufacturing, and high-tech industry. In
addition, Ms. Ma is also a director and legal representative of

some of the Company's subsidiaries.

Ms. Ma was involved in the acquisition of Tongguan Taizhou

Mining Company Limited in 2008 and worked with the seller.

*

For identification purpose only
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BIOGRAPHICAL DETAILS OF DIRECTORS AND SENIOR MANAGEMENT

3 N AR A P R

Ms. Wang Hongyin (“Ms. Wang”)

Ms. Wang, aged 43, joined the Company as an executive
Director on 18 December 2017, majored in Certified Public
Accountant in Finance and Economic Institute of Tianjin
(currently known as Tianjin University of Finance and Economics)
and obtained a Bachelor Degree in economics in 1997 and
a Master of Science Degree in Financial Analysis from Hong
Kong University of Science and Technology in 2010. Ms. Wang
is currently attending the EMBA Joint Degree jointly set up by
Guanghua School of Management of Peking University and
Kellogg School of Management of Northwestern University,
the United States. Ms. Wang has rich experience in audit,

investment, business development and assets management.

INDEPENDENT NON-EXECUTIVE DIRECTORS
Mr. Guo Wei (“Mr. Guo”)

Mr. Guo, aged 63, was appointed as an independent non-
executive director of the Company on 28 April 2016. He is also
the chairman of the nomination committee and remuneration
committee and a member of the audit committee of the
Company. Mr. Guo graduated from Beijing Institute of Economic
Research, majoring in Chinese Language and Literature
(undergraduate) in 1999. Since 2004, he has been served as
the chairman of the board of T/ IIx 21 & BR A A (Zhejiang
Ruifeng Investment Company Limited*). He worked in the
TEBEEHRRKZF (Survey and Design Institute of Post
and Telecommunications in Zhejiang Province*) from 1977
to 1987. He worked in the Zhejiang Provincial Government
Office in Guangzhou and X ® & % & 2 7](Grand Southeast
Group Corporation*) from 1988 to 1994. He worked as the
general manager of #/M £ EBIFR ABEJE (Hangzhou Nanwang
International Hotel*) and the chairman of the board of #/l £ Z
% & A 7] (Hangzhou Wuyun Investment Company*) from 1995 to
2004. Mr. Guo has been engaged in management for more than
30 years, including 20 years as the head of enterprises, during
which he gains extensive management experience and strong

coordination ability.

*

For identification purpose only
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BIOGRAPHICAL DETAILS OF DIRECTORS AND SENIOR MANAGEMENT

Mr. Lam Albert Man Sum (“Mr. Lam”)

Mr. Lam, aged 62, joined the Company as an independent
non-executive Director on 8 December 2017. He is also the
chairman of the audit committee of the Company, a member
of the nomination committee and remuneration committee of
the Company. He is a member of the Institute of Chartered
Accountants in England & Wales, Association of Chartered
Certified Accountants, Hong Kong Institute of Certified Public
Accountants, the Hong Kong Securities Institute, Society of
Chinese Accountants & Auditors, Australia ¢ New Zealand
Institute of Chartered Accountants, Taxation Institute of Hong
Kong and Certified Tax Adviser. Mr. Lam holds a Bachelor
Degree in Arts (Economics) from the University of Manchester,
the United Kingdom. Mr. Lam is currently an independent non-
executive director of Junefield Department Store Group Limited
(Stock Exchange Stock Code: 758). He was an independent
non-executive director of OCI International Holdings Limited
(Stock Exchange Stock Code: 329) from 28 April 2010 to 7 May
2018. Mr. Lam currently is a partner of Grand Thornton Hong
Kong Limited. Mr. Lam was head of department in Southwest
Securities International Securities Limited (Stock Exchange Stock
Code: 812). Mr. Lam was the former director and Chief Executive
Officer and is the shareholder and Consultant of Jonten Hopkins
CPA Limited (the merger of former Aoba CPA Limited* (FE =
sHEMZE5FT) and Albert Lam & Co. CPA). Mr. Lam was also the
Managing Partner and Founder of Albert Lam & Co. CPA.

SENIOR MANAGEMENT

Mr. Ma Qianzhou (“Mr. Ma”)

Mr. Ma, aged 60, has more than 30 years of senior management
experience in gold mining, exploration, ore processing, refining
and merger and acquisitions of mining companies in China. Mr.
Ma is currently a member of People’s Congress of Tongguan
County, Shaanxi Province, the PRC. Mr. Ma is the general
manager and director of Taizhou Mining. He had served as
director of China Gold Association and executive director of
Gold Association of Shaanxi Province. He had held senior
management positions as the director of the Small and Medium
Entrepreneurs Association, Shaanxi Province, PRC, and the
President of the Small and Medium Entrepreneurs Association of
Weinan City, Shaanxi Province, the PRC.

*

For identification purpose only
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REPORT OF THE DIRECTORS
=R HRE

The Directors are pleased to present their report and the audited
consolidated financial statements of the Company and its

subsidiaries for the Year.

PRINCIPAL ACTIVITIES

The principal activity of the Company is investment holding.
Details of the principal activities of the Company’s principal
subsidiaries are set out in note 17 to the consolidated financial

statements.

BUSINESS REVIEW

A review of the business of the Group during the Year and
a discussion on the Group’s future business development
are provided in the Chairman’s Statement and Management
Discussion and Analysis on pages 3 to 20 of this report. Possible
risks and uncertainties that the Group may be facing are set out
in the Report of the Directors on pages 24 to 28 of this report
and the Corporate Governance Report on pages 58 to 60 of this

report.

PRINCIPAL RISKS AND UNCERTAINTIES

Fluctuation in the price of gold

The Directors consider that the price of gold in the PRC is highly
influenced by the price of gold in the international market (which
is denominated in the USD) and the exchange rate of the USD
to RMB. The Directors consider that there are many factors
influencing the price of gold in the international market, including
global economic situation, fiscal, monetary and trade policies
of world major economies which would eventually influence the
exchange rates of the USD, fluctuation in major stock markets,
geo-political instability in the international arena, all of which
are beyond the control of the Group. The fluctuation in gold
price would affect significantly revenue levels, cash flow and
profitability of the Group. To mitigate and control the risk, the
Group would continue to make its constant effort in controlling
cash cost for production and overall cost for the Group
operation, monitoring closely the commodity market and aligning
its production planning, growth strategy and capital expenditure

with projected market development to the extent possible.
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REPORT OF THE DIRECTORS

Investment risks

Investments in mineral exploration and mining have its inherent
risks. Significant capital expenditures are usually required in new
exploration and mine development while the results particularly
those for exploration may not always be as expected or achieve
the desired levels of reliability for newly found mineral reserves
and resources in the timely fashion. The Group would mitigate
and control such risks by conducting proper risk assessment,
using third party professionals and experts and adopting the best
practices in the industry, in investment evaluation and decision-
making process, including carefully planned drilling and other
exploration activities, mine development and acquisition of quality

mining assets.

25

=R HRE

RERR

HREMRLRBEORERLAEANRER ¥
MBEEHRELRERERTBELERANEAR
P MR mEERENERNERAHA
HE(LERHHERNER) Rbe—Eg RFNmH
TR BB KE - AEERKEF
BIREBREDHBBRENRRTE T8
FZNEXEATRBERIRAEANRERH
(BREEFEAIERMEMDHTES REFME
REEERESRIR) - #MmEERIZESHRER

)
Z2

KRS BAT A T
S IC



REPORT OF THE DIRECTORS
=R HRE

Government regulations

The mining activities of the Group are subject to various
government policies, standards, permitting and regulations,
all of which could affect the Group’s operation. From time to
time, there are government initiatives for the mining industry
such as mining right consolidation which aims at creating larger
mining areas from fragmented ones. Furthermore, the process
for review and extension of the existing mining and exploration
right permits, and review and approval of any new mining and
production facilities have become lengthy and costly and with
uncertainty. Even projects approved years ago and are already
under construction can be subject to review and approval under
a new set regulations and standards. The Group would mitigate
and control the risks by working closely with the government
agencies to negotiate the best deals in the consolidation program
to protect and maximize the Group’s interests. At the same time,
the Group monitors and follows the policy development closely
and works on the best effort basis ahead of the anticipated

changes to be prepared and to comply.
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Environmental Protection

There is a nationwide campaign for environmental protection
in the mining sector and promotion of green mines, under the
PRC national strategy for environmental protection. Virtually all
major mining regions in the country including the county where
the Group operates are part of this campaign. This involves
permitting of mining only at certain elevations, strict enforcement
of pollution control standards, minimizing adverse impacts of
mining and processing activities to their surrounding natural
and social environments and to geology stability, mitigating any
adverse impacts form historical mining activities and landscaping
of the mine sites and surroundings. Enforcement of these
environmental policies and standards could lead to an increase
in operating costs and any violation could result in interruption of
the Group’s normal production activities. The Group has a policy
to protect the natural and social environments and to be in full
compliance with all applicable policies and standards. The Group
has and will continue to take pre-active measures to ensure

compliance.
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Financial Risks

The Group requires sufficient funding for its working capital,
debt repayment, further development and planned acquisitions.
The Group currently faces limited financial resources and for
the time being its net current liabilities are in the red, although
there are no immediate concerns for solvency due to the nature
of its current liabilities. Failure to obtain additional funding in
a timely fashion however, may adversely affect the Group’s
operation and its development plan. The Group is now actively
engaged in fund raising, talking to several interested investors/
financiers, negotiating and comparing terms and conditions, and
trying to close its first round of fund raising soon to significantly
alleviate the current liability risks. At the same time, the Group
is finalizing and has started implementing the Plan aiming at
boosting its mineral products throughput and thus revenue and
net profits by completing a new processing plant. The Plan also
includes investment opportunities for acquisitions for quality
mining assets. The successful implementation of the Plan would
fundamentally improve the Group’s financial position and address

the current liabilities concerns.
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REPORT OF THE DIRECTORS

COMPLIANCE WITH RELEVANT LAWS AND

REGULATIONS
During the Year and up to the date of this report, the Group has

complied with all the relevant laws and regulations in Hong Kong

in all material respects for the business operations of the Group.

ENVIRONMENTAL POLICIES AND
PERFORMANCE

The Group’s environmental policies are to protect the natural
and social environment where the Group operates, to ensure
full compliance with all applicable regulatory requirements and
standards, and to be sustainable in the Group’s operations.
The Group strives to minimize potential adverse environmental
impacts from its mining, ore processing, tailing disposal and
other production and operation activities. This objective for
protecting the environment during the Group’s operations
will be achieved by adopting effective and proactive, where
appropriate, measures, including but not limited to, upfront
impact assessment for any and all new projects, careful planning
and execution of production activities with considerations for
environmental protection, collection and treatment of waste from
all streams and sources, recycling and reuse of treated waste
where possible, minimization of environmental discharge, and

endorsing community participation and feedback, etc.

The Group has engaged a third party professional firm to conduct
independent annual and as needed reviews on the Group
environmental, social and governance (“ESG”) performance.
The ESG performance review result for the Reporting Period is

enclosed on the page 62 for this report.

During the Year, the Group has not been the subject of any

environmental claims, lawsuits, penalties or disciplinary actions.
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RESULTS
The results of the Group for the Year are set out in the
consolidated statement of profit or loss and other comprehensive

income on page 94.

SEGMENT INFORMATION

Segment information of the Group is set out in note 5 to the

consolidated financial statements.

DIVIDEND

The Board does not recommend the payment of any dividend for
the Year (2017: Nil).

FIVE-YEAR FINANCIAL SUMMARY

A summary of the published results and assets and liabilities of
the Group for the last five financial years, as extracted from the
audited consolidated financial statements of the Company, is
set out on page 204. This summary does not form part of the

audited consolidated financial statements.

PROPERTY, PLANT AND EQUIPMENT
Details of movements in the property, plant and equipment of the
Group during the Year are set out in note 14 to the consolidated

financial statements.

SHARE CAPITAL
Details of movements in the Company’s share capital during
the Year are set out in note 26 to the consolidated financial

statements.
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EQUITY-LINKED AGREEMENTS

Save as disclosed in the section headed “Share Option Scheme”
of this report and note 27(ii) and note 25 to the consolidated
financial statements, no equity-linked agreement was entered into

by the Company during the Year.

PRE-EMPTIVE RIGHTS

There is no provision for pre-emptive rights under the Company’s

articles of association and laws of the Cayman Islands.

AUDIT COMMITTEE

The audited consolidated financial statements of the Company
for the year ended 31 March 2018 had been reviewed by the
audit committee of the Company (the “Audit Committee”)
before they were duly approved by the Board under the

recommendation of the Audit Committee.

DIRECTORS’ INTERESTS IN COMPETING
BUSINESS

None of the Directors or their respective close associates (as
defined in GEM Listing Rules) had an interest in a business which
competes or may compete with the business of the Group during

the Year.

PURCHASE, SALE OR REDEMPTION OF
LISTED SECURITIES

Neither the Company, nor any of its subsidiaries purchased, sold
or redeemed any of the Company’s listed securities during the

Year.

RESERVES

Details of movements in the reserves of the Company and of the
Group during the Year are set out in note 28 to the consolidated
financial statements and in the consolidated statement of

changes in equity, respectively.

DISTRIBUTABLE RESERVES

As at 31 March 2018, there were no Company’s reserves

available for distribution to shareholders.
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MAJOR CUSTOMERS AND SUPPLIERS

During the Year, sales to the Group’s five largest customers
accounted for approximately 100% of the total sales for the Year
and sales to the largest customer accounted for approximately
100%. Purchases from the Group’s five largest suppliers
accounted for approximately 100% of the total purchases for
the Year and purchases from the largest supplier accounted for

approximately 53%.

None of the Directors or any of their close associates (as defined
in the GEM Listing Rules) or any shareholders (which, to the best
knowledge of the Directors, own more than 5% of the Company’s
total number of issued Shares) had any beneficial interest in the

Group’s five largest customers or suppliers during the Year.

DIRECTORS AND SERVICE CONTRACTS
The Directors during the Year and up to the date of this report

were:

Executive Directors

Dr. Li Dahong

Mr. Feng Jun (retired on 11 September 2017)

Mr. Jiang Zhiyong (resigned on 27 October 2017)

Ms. Ma Xiaona (re-designated from non-executive Director on 13
September 2017)

Ms. Wang Hongyin (appointed on 18 December 2017)

Independent Non-Executive Directors

Mr. Orr Joseph Wai Shing (retired on 11 September 2017)
Mr. Jiang Quanming (resigned on 28 May 2018)

Mr. Guo Wei

Mr. Lam Albert Man Sum (appointed on 8 December 2017)
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REPORT OF THE DIRECTORS

Each of Dr. Li Dahong, Ms. Ma Xiaona and Mr. Guo Wei, has
entered into a service contract with the Company for a term of 3

years commencing from 13 September 2017.

Mr. Lam Albert Man Sum, has entered into a service contract
with the Company for a term commencing from 8 December
2017 until he is subject to retirement and is eligible for re-election
at the first annual general meeting of the Company after his
appointment in accordance with the articles of association of the

Company.

Ms. Wang Hongyin has entered into a service contract with
the Company for a term commencing from 18 December 2017
until she is subject to retirement and is eligible for re-election
at the first annual general meeting of the Company after her
appointment in accordance with the articles of association of the

Company.

None of the Directors who are proposed for re-election at the
annual general meeting has an unexpired service agreement with
the Company which is not determinable by the Company within
one year without payment of compensation, other than statutory

compensation.

BIOGRAPHICAL DETAILS OF DIRECTORS
AND SENIOR MANAGEMENT
The biographical details of Directors and senior management are

set out on pages 21 to 23.

MANAGEMENT CONTRACTS

No contract for the management and administration of the whole
or any substantial part of the business of the Company had been

entered into or existed during the Year.
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PERMITTED INDEMNITY PROVISION
During the Year and up to the date of this report, the Company

has in force the permitted indemnity provisions which are
provided for in the articles of association of the Company and
in the directors and officers liability insurance maintained for the
Group in respect of potential liability and costs associated with
legal proceedings that may be brought against the Directors and

the directors of the Group respectively.

DIRECTORS’ REMUNERATION

Details of the Directors’ remuneration are set out in note 11 to

the consolidated financial statements.

DIRECTORS’ INTERESTS IN TRANSACTIONS,
ARRANGEMENTS AND CONTRACTS OF
SIGNIFICANCE

No Director nor entity connected with a Director had a
material interest, either directly or indirectly, in any transaction,
arrangement or contract of significance to which the Company or

any of its subsidiaries was a party during the Year.

DIRECTORS’ AND CHIEF EXECUTIVES’
INTERESTS AND SHORT POSITIONS IN
SHARES, UNDERLYING SHARES AND
DEBENTURES

As at 31 March 2018, none of the Directors or chief executives
of the Company had any interests and short positions in the
shares, underlying shares or debentures of the Company or any
of its associated corporations (within the meaning of Part XV of
the Securities and Futures Ordinance (Chapter 571 of the Laws
of Hong Kong) (the “SFO”) which were recorded in the register
required to be kept under section 352 of the SFO, or which were
required to be notified to the Company and the Stock Exchange
pursuant to the required standard of dealings set out in rules
5.48 to 5.67 of the GEM Listing Rules (the “Required Standard

of Dealings”).

GRAND T G GOLD HOLDINGS LIMITED 34_
ANNUAL REPORT 2017/2018

EAESFREERX
RAFERBESREES REERFEE
EED R RLE YRR FAMELNEEE
IRBA ARANEEEEFNBEET %%
13T B A A R 2 2 R 4R RN BA B R AR
CEERBAERABETRRA-

EEH M
EREEFHMcFBENGE VB RRME
11

EEREARZ RERGHZE
@

RAFEYVESEEREEZAMENERER
RN AR B HE A E R R R Z A
ERRG ZHUEHNTREERER -

EERFTETHRAERKRG HE
ROREEE2EZRAXR

RZZE-NF=ZA=1+—RH HEEFHAR
FAIEEBTHRABRARFSKEERAREER (
EERBREPESNER S NG HRD (T
ZRBEHRE ) EXVER) Z B BRI 3K
BHEET  BECAREE S KRR GPI£352
BEFEZERMA  HREGEM ET R BIE
S5ABIRERSOTIRFMMEZEELTIRE ([EH
BFRE])BARTHAGARA LB S

RHAE -



REPORT OF THE DIRECTORS

DIRECTORS’ RIGHTS TO ACQUIRE SHARES
OR DEBENTURES

Save as disclosed in the section “Directors’ and Chief Executives’
interests and short positions in Shares, underlying Shares and
debentures” above and in the “Share Option Scheme” disclosure
in note 27(ii) to the consolidated financial statements, at no time
during the Year were rights to acquire benefits by means of the
acquisition of Shares in or debentures of the Company granted to
any Director or their respective spouse or minor children, or were
any such rights exercised by them; or was the Company or any
of its holding companies, subsidiaries and fellow subsidiaries a
party to any arrangement to enable the Directors to acquire such

rights in any other body corporate.

INTERESTS AND SHORT POSITIONS OF
SUBSTANTIAL SHAREHOLDERS IN SHARES
AND UNDERLYING SHARES

So far as is known to any Director or chief executives of the
Company, as at 31 March 2018, the following persons (other
than the Directors and chief executives of the Company
whose interests are set out in the section “Directors’ and chief
executives’ interests and short positions in Shares, underlying
shares and debentures” above) had an interest or short position
in the Shares or underlying shares which were recorded in the

register required to be kept under Section 336 of the SFO:
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Long Positions in Shares and Underlying Shares of the

ERRAROREBRO ZHFRE

Company
Number and class of securities
EFHARER Approximate %
Underlying of the issued
Name Capacity Shares Shares Shares
HEBTREZ
ne/ &8 5% igi) HEBR G BREDL
Ma Qianzhou (“Mr. Ma") Beneficial owner 3,010,953,361 - 13.41%
BSaM([HEE]) EREBA
- 35,540,100 0.16%
(Note 1)
(K1)
Interest of spouse 337,632,000 - 1.50%
EBER (Note 2)
(Hrit2)
- 6,581,500 0.03%
(Notes 1 and 2)
(Hrit1k2)
Zhao Yuebing Beneficial Owner 337,632,000 - 1.50%
Bk ERBEBA
- 6,581,500 0.03%
(Note 1)
(K1)
Interest of spouse 3,010,953,361 - 13.41%
AR (Note 2)
(Hfit2)
- 35,540,100 0.16%
(Notes 1 and 2)
(Hit1ke)
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Number and class of securities

EFHERER Approximate %
Underlying of the issued
Name Capacity Shares Shares Shares
HERTREZ
“E/EB 54 & & HER B BRHED
Integrated Capital (Asia) Limited Person having a security 3,043,497,361 - 13.56%
KERE (BM)BRRA interest in shares
RO BEEEFERZ AL
Yam Tak Cheung Interest in a controlled 3,043,497,361 - 13.56%
TEE corporation (Note 3)
REBEI AR R (H5t3)
- 500,000,000 2.23%
(Note 4)
(Hit4)
Lee Shing Interest in a controlled 1,603,400,000 - 7.14%
£ corporation (Note 5)
g $et NG £ (H1its)
Yong Li Investments Limited Beneficial owner 1,603,400,000 = 7.14%
AMBREBERAT EREBA
Wang Dong Interest in a controlled 1,293,672,000 - 5.76%
IR corporation (Note 6)
RESIDE R (Kiit6)
Midway International Holdings Beneficial owner 1,293,672,000 = 5.76%

Limited
FREBRRRDERLDAE

EnBAA
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Number and class of securities

EHHERER Approximate %
Underlying of the issued
Name Capacity Shares Shares Shares
HERTREZ
BE/ AR 54 R & HER B BABD
Zhou Yong Beneficial owner 1,750,000,000 - 7.79%
EES EREAA (Note 7)
(Hiit7)
Leung Heung Ying Interest in a controlled 200,000,000 S 0.89%
PUERS corporation (Note 8)
REBEI AR R (#1528
- 1,504,767,850 6.70%
(Note 9)
(H1it9)
J. Thomson Asset Beneficial owner 200,000,000 S 0.89%
Investment Limited EGHEBEA (Note &)
(H1it8)
- 1,504,767,850 6.70%
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REPORT OF THE DIRECTORS

These underlying Shares represent the Shares to be issued and
allotted upon the exercise in full of the share options granted by
the Company pursuant to the share option scheme adopted by

the Company on 4 March 2009 (the “Share Option Scheme”).

Mr. Ma is the spouse of Ms. Zhao Yuebing. Mr. Ma and Ms. Zhao
Yuebing is accordingly deemed to be interested in the Shares

beneficially owned by each other under the SFO.

These Shares were held by Integrated Capital (Asia) Limited, a
company wholly and beneficially owned by Mr. Yam Tak Cheung

which was released on 10 May 2018.

These underlying Shares are held by Integrated Asset
Management (Asia) Limited, a company wholly and beneficially

owned by Mr. Yam Tak Cheung.

These Shares were held by Yong Li Investments Limited, a

company wholly and beneficially owned by Mr. Lee Shing.

These Shares were held by Midway International Holdings
Limited, a company wholly and beneficially owned by Ms. Wang

Dong.

This represents the subscription obligation of Mr. Zhou Yong
pursuant to the shares subscription agreement dated 10 April
2017 entered into by the Company as the issuer and Mr. Zhou

Yong as the subscriber.
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8. This represents the subscription obligation of J. Thomson
Asset Investment Limited pursuant to the shares subscription
agreement dated 8 June 2017 entered into by the Company as
the issuer and the J. Thomson Asset Investment Limited as the

subscriber.

9. This represents the subscription obligation of J. Thomson Asset
Investment Limited pursuant to the convertible bonds agreement
dated 10 April 2017 entered into by the Company as the issuer

and J. Thomson Asset Investment Limited as the subscriber.

Save as disclosed above, as at 31 March 2018, the Company
had not been notified of any other person (other than the
Directors or chief executives of the Company) who had an
interest or short position in the Shares or underlying shares which

were required to be kept under Section 336 of the SFO.
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SHARE OPTION SCHEME

Pursuant to the Share Option Scheme, the Directors may, at their
discretion, offer to employees, directors of the Company or its
subsidiaries and other eligible participants options to subscribe
for shares in the Company subject to the terms and conditions
stipulated therein. The exercise price of options is the highest of
the nominal value of the shares, the closing price of the shares on
the Stock Exchange on the date of grant and the average closing
price of the shares on the Stock Exchange for the five business

days immediately preceding the date of grant.

An offer for the grant of options must be accepted within 28 days
from the offer date. The amount payable by the grantee to the

Company for each acceptance of grant of option(s) is HK$1.
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Number of share options
BREHA
Balance Granted Exercised Lapsed Cancelled Balance
Name or category Date of grant of Exercise Price as at during during during during as at
of grantees share options (HKS)  Exercise Period 01.04.2017 the Year the Year the Year the Year 31.03.2018
RZB-t# RZB-N\F
mA-Az REAEE RAEE RAEE RAEE =ZA=t+-H
ARANBEARER RUBRENEH THEE(BR) fTEEE & b 3 BTE %% it &8
Former Director
AfEES
Mr. Orr Joseph Wai Shing ~ 19/11/2009 0.114  19/11/2009-18/11/2019 4,080,530 - - 3,100,000 980,530 -
AEELLE
Subtotal 4,080,530 - - 3,100,000 980,530 -
it
Substantial Shareholder
TERR
Mr. Ma Qianzhou 19/11/2009 0.114  19/11/2009- 18/11/2019 35,540,100 - - - - 35,540,100
e bk
Spouse of
Substantial Shareholder
TERREE
Ms. Zhao Yuebing 19/11/2009 0.114  19/11/2009- 18/11/2019 6,581,500 - - - - 6,581,500
kil S
Employees 19/11/2009 0.114  19/11/2009-18/11/2019 25,667,850 - - - - 25,667,850
In aggregate
EERH
Total 71,869,930 - - 3,100,000 980,530 67,789,450
it
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Note:
1. The share options granted are vested upon granted.
2. As a result of the Open Offer of the Company, adjustments are

required to be made to the exercise prices and the number of the
Shares falling to be issued upon exercise of the outstanding share
options in accordance with the terms and conditions of the Share
Option Scheme, Rule 23.03(13) of the GEM Listing Rules and
the supplementary guidance dated 5 September 2005 regarding
the adjustments to share options issued by the Stock Exchange.
Details were set out in the Company’s announcement dated 5
May 2017.

Details of the share option scheme of the Company are set out in

note 27(ii) to the consolidated financial statements.

RELATED PARTY TRANSACTIONS
Details of the related party transactions undertaken in the usual
course of business are set out in note 31 to the consolidated

financial statements.

The loans from Mr. Ma and Ms. Zhao Yuebing, directors of
Taizhou Mining and thus connected persons of the Group,
to Taizhou Mining were fully exempt connected transactions
pursuant to Chapter 20 of the GEM Listing Rules as these were
conducted on normal commercial terms or better and these were

not secured by the assets of the Group.

GRAND T G GOLD HOLDINGS LIMITED 42
ANNUAL REPORT 2017/2018

Byt
1. BRZBEREDNEHRRE -

2. HRAA RN AREE  ERRERE B
K AE M - GEM L 11 #8 B 823.03(13) 16k % Bt
REEMA ERAREREZBHAR-ET
FFNARBZHRESIHTEERRATE
MARITEEREMATEIT2RGEE E
AE - FRFBERARRBRAAR-T—tF
FRREBZRMH-

NARERERT B 2 FIBHNERE VB REKM
F27(ii) o

FAEALXRS
BHEBBRTFETZHEALR S ZHER
RS B B R RIS

RIBEGEM ET R AIFE20% - F 554 Rk &
TRNBEZES AUARNEEZEEEA
DIETANBEZERRTE2ERRMER
5 REARZEERE —RAEFENEEEK
ETAREERY ERAKEEEFER-
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The Directors consider that those material related party
transactions disclosed in note 31 to the consolidated financial
statements did not fall under the definition of “connected
transactions” or “continuing connected transactions” (as the
case may be) in Chapter 20 of the GEM Listing Rules which are
required to comply with any of the reporting, announcement or
independent Shareholders’ approval requirements under the GEM
Listing Rules. The Directors confirmed that the Company has
complied with the requirements in accordance with Chapter 20 of
the GEM Listing Rules.

EMOLUMENT POLICY

The Group remunerates its employees based on their
performance, experience and prevailing market rate. Other
employee benefits included provident fund scheme, share option
scheme as well as discretionary bonuses. The determination
of emoluments of the directors of the Company had taken into
consideration of their respective experience, responsibilities in the

Company and the prevailing market conditions.

SUFFICIENCY OF PUBLIC FLOAT

Based on information that is publicly available to the Company
and within the knowledge of the Directors, at least 25% of the
Company’s total number of issued Shares was held by the public

as at the date of this report.

EVENTS AFTER THE REPORTING PERIOD
Resignation of independent non-executive Director

Mr. Jiang Quanming (“Mr. Jiang”) has tendered his resignation
as an independent non-executive Director to the Board due to
his other business engagement with effect from 28 May 2018.
Mr. Jiang has confirmed that he has no disagreement with the
Board and that he was not aware of any matters that need to
be brought to the attention of Shareholders in relation to his

resignation.
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Following the resignation of Mr. Jiang, the number of both the
independent non-executive Directors and the Audit Committee
members falls below the minimum number required under
Rules 5.05(1) and 5.28 of the GEM Listing Rules respectively.
The Company will use its best endeavours to ensure suitable
candidate be appointed to fill the vacancies as soon as possible

so as to meet the requirements under the GEM Listing Rules.

AUDITOR

The consolidated financial statements for the Year were audited
by McMillan Woods SG CPA Limited (“MMW?).

MMW was appointed as auditor to the Group on 26 May 2016
to fill the casual vacancy occasioned by the resignation of Parker
Randall CF (H.K.) CPA Limited with effect from 12 May 2016. The
reason for the change of auditor was Parker Randall CF (H.K.)
CPA Limited did not have sufficient human resources to conduct

the audit works of the Company.

Save for the aforesaid, there have been no change of auditors of

the Company in the past three years.

MMW’s term of office as auditor of the Company will expire at

end of the forthcoming annual general meeting of the Company.

On behalf of the Board
Li Dahong

Chairman

Hong Kong, 27 June 2018
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CORPORATE GOVERNANCE REPORT

CORPORATE GOVERNANCE PRACTICES

The Company strives to attain and maintain the highest standard
of corporate governance as it believes that effective corporate
governance practices are fundamental to enhancing shareholder

value and safeguarding shareholder interests.

The principles of corporate governance adopted by the
Group emphasize a quality board, sound internal control, and

transparency and accountability to all its shareholders.

The Company has adopted the code provisions (the “Code
Provision(s)”) set out in the Corporate Governance Code and
Corporate Governance Report (the “Code”) set out in Appendix
15 to the GEM Listing Rules and the Company had complied with
all Code Provisions as set out in the Code in the Year, except for

the following deviation:

Code Provision A.2.1

Code Provision A.2.1 of the Code stipulates that the roles of the
chairman and the chief executive should be separate and should
not be performed by the same individual. During the Year, the role
of the chairman of the Company is performed by Dr. Li but the
office of the chief executive is vacated following the retirement of
Mr. Feng Jun. However, the Board will keep reviewing the current
structure of the Board from time to time and should candidate
with suitable knowledge, skill and experience be identified, the

Company will make appointment to fill the post as appropriate.

DIRECTORS’ SECURITIES TRANSACTIONS

The Company has adopted a code of conduct regarding the
securities transactions by Directors on terms no less exacting
than the Required Standard of Dealings. Having made specific
enquiries of all Directors, all Directors confirmed that they had
complied with the Required Standard of Dealings and the code
of conduct regarding securities transactions by Directors adopted

by the Company during the Year.
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COMPANY SECRETARY

The company secretary of the Company, Ms. Lam Yuen Ling
Eva (“Ms. Lam”), is delegated by an external service provider.
The external service provider’'s primary contact person at the
Company is Dr. Li, the executive Director and the chairman of the
Company. Ms. Lam has taken no less than 15 hours of relevant
professional training to update her skills and knowledge during
the Year. Ms. Lam is a fellow of both The Hong Kong Institute of
Chartered Secretaries and The Institute of Chartered Secretaries
and Administrators.

BOARD OF DIRECTORS

During the Year and up to the date of this report, the Directors
were:

Executive Directors

Dr. Li Dahong (Chairman)

Mr. Feng Jun (Chief Executive officer) (retired on 11 September
2017)

Ms. Ma Xiaona (re-designated from a non-executive Director on
13 September 2017)

Mr. Jiang Zhiyong (resigned on 27 October 2017)

Ms. Wang Hongyin (appointed on 18 December 2017)

Independent Non-Executive Directors

Mr. Jiang Quanming (resigned on 28 May 2018)

Mr. Orr Joseph Wai Shing (retired on 11 September 2017)
Mr. Guo Wei

Mr. Lam Albert Man Sum (appointed on 8 December 2017)

Mr. Guo, an independent non-executive Director, has entered
into a service contract with the Company for a term of 3 years
commencing from 13 September 2017.

Mr. Lam, an independent non-executive Director, has entered
into a service contract with the Company for a term commencing
from 8 December 2017 until he is subject to retirement and is
eligible for re-election at the first annual general meeting of the
Company after his appointment in accordance with the articles of
association of the Company.
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CORPORATE GOVERNANCE REPORT

The Board is responsible for the leadership and control of the
Group, overseeing the Group’s businesses, strategic decisions
and performance, evaluating the performance of the Group and
supervising the management. In addition, the Board reserves
the authority to make final decisions for all major matters of
the Company, including approving and monitoring of budgets,
dividend payout, material transaction, preparation and release of
financial information, appointment of Directors. The Board is also
responsible for performing the corporate governance duties set
out in Code Provision D.3.1 of the Code.

Following the resignation of Mr. Jiang as an independent non-
executive Director with effect from 28 May 2018, the number of
independent non-executive Directors and the Audit Committee
members falls below the minimum number required under
Rules 5.05(1) and 5.28 of the GEM Listing Rules respectively.
The Company will use its best endeavours to ensure suitable
candidate be appointed to fill the vacancies as soon as possible
so as to meet the requirements under the GEM Listing Rules.

The Board had reviewed the compliance of Rules 5.46 to 5.67
of the GEM Listing Rules and disclosure in this Corporate
Governance Report including the board diversity policy and
effectiveness of the internal control systems. In order to
enhance efficiency, the Board has delegated the day-to-
day responsibilities and operations to the executive Directors
and senior management who perform their duties under the
leadership of the chairman of the Company.

BOARD DIVERSITY POLICY

Pursuant to the Code, the Board has adopted a board
diversity policy. The Company believes that board diversity is
a key element for the Company to maintain sound corporate
governance, realize sustainable development and achieve
strategic objectives. The Company believes that board diversity
enhances decision-making capability and a diverse board is
more effective in dealing with organizational changes. The
Company considers that the concept of diversity incorporates
a number of different aspects, such as professional experience,
business perspectives, skills, knowledge, gender, age, cultural
and educational background, ethnicity and length of service. For
the purpose of implementation of the board diversity policy, the
following objectives were adopted:

47

A S48 10

EXZSRERENERAER EEAEEY
X5 BREORRLRE  FREARBEZRBNME
BEEE - I BEFEEREEEARAMEE
REHZREARE BRIERERAE K
Bk BARS RELTNEFBEERARE
TEZ-BELQNAERTTRPR 2T AKX
H£D.3MEE C BEEABAE -

BEAER_ZE-—N\FRA-+tN\BHEHIET
ERITEER  BUERTESHEE REBEZRE
BEgXEHE RV RGEM T AIE5.05(1)
BRESBEHMELTZIAZ - AARKEH
BAS N ERBRZTAENFEE AEFHR
R AT AGEM TR B MEER T -

EFE52EWIGEM LEMRAIES. 4618 E F5.67
B2 ETBERAARETCEEARE CBERE
B EREFEKEZTIEBURNU RN EE
R 2R AREAME EESCHATET
LEERBTHTESRaRERE MES
RARNFREFEETRITBE -

EEEZNIEE

BETR EFRERAEFRSTILEE &
RARAEFES T NARARBRFLE
B ERTHARRREBAKAENEE

-
N RS ALK E E R 50 A A R
B ARTRAS TN BRBESBRE -
MM WK e M MR E
B RBEE SR RERRHFEE - RAT
EESSRET S BRMATEE:

KRS BAT A T
S IC



CORPORATE GOVERNANCE REPORT

A 56 5 16 e

Independence: The Board should include a balanced composition
of executive and non-executive Directors (including independent
non-executive Directors) so that there is a strong element of
independence in the Board. The independent non-executive
Directors shall be of sufficient caliber and stature for their views
to carry weight.

Gender: The Company is committed to maintaining an
environment of respect for people regardless of their gender in all
business dealings and achieving a workplace environment free of
harassment and discrimination on the basis of gender, physical or
mental state, race, nationality, religion, age or family status. The
same principle is applied to the selection of potential candidates
for appointment to the Board.

Nationality and ethnicity: To cope with the diversified portfolio
of the Company’s businesses, the Company aspires to having a
board of directors of different nationality or ethnic backgrounds
who can contribute their knowledge and understanding of the

environment in which the Company operates its business.

Skills and experience: The Board possesses a balance of skills
appropriate for the requirements of the business of the Company.
The Directors have a mix of finance, academic and management
backgrounds that taken together provide the Company with
considerable experience in a range of activities.

Apart from the above objectives, the board diversity policy has
the following measurable objectives to comply with the GEM
Listing Rules:

1. at least one third of the members of the Board shall be

independent non-executive Directors;

2. at least three of the members of the Board shall be

independent non-executive Directors; and

3. at least one of the members of the Board shall have
obtained appropriate professional qualifications or
accounting or related financial management expertise.

The Board has achieved the measurable objectives under board

diversity policy as at 31 March 2018.
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DIRECTORS’ ATTENDANCE AT MEETINGS

During the Year, 24 Board meetings and 2 general meetings

were held. Set out below are the attendance records of all the

CORPORATE GOVERNANCE REPORT
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EEHEEE
AFEERA-THREF SRR RMABRE
AE-2REFNEFERIT2AAAESE

Directors at the Company’s board meetings, board committee e ESLZEe e ARRERe 2L ELE
meetings and general meetings held during the Year: AT
Board Audit  Remuneration Nomination Resumption General
Meeting Committee Committee Committee Committee Meeting
Meeting Meeting Meeting Meeting
ENZEEE HMzEES REZE® BrzEe
Ezges =E =f -E - VN
Number of meetings attended/Number of meetings entitled to attend
HESEAY AREESERY
Executive Directors: HOES
Dr. Li Dahong FAREL 24/24 = - - 4/4 2/2
Mr. Feng Jun BELE(RZZ—tFNA
(retired on 11 September 2017) +—BRE) 8/11 - - 01 4/4 0/2
Mr. Jiang Zhiyong BEBEE (RZ2—tFTA
(resigned on 27 October 2017) —t++HET) 4/16 - - - = 0/2
Ms. Ma Xiaona (re-designated roma ~ HEHzt (R=T—+&F 1A
non-executive Director on TEEHFRITESRE)
13 September 2017) 24/24 - 5/5 2/2 4/4 2/2
Ms. Wang Hongyin (appointed on ARERT (RZZ—tF+=
18 December 2017) ATN\BEZT) 4/4 = = = = =
Independent Non-executive Directors: BYFHITES:
Mr. Orr Joseph Wai Shing (retired on & L4 (R=F—L&F A
11 September 2017) +—HEA) 711 2/4 17 17 4/4 2/
Mr. Jiang Quanming (resigned on Z2HEE (RZ2-N\FHA 18/24 5/6 3/5 2/4 4/4 0/2
28 May 2018) ZH\BEE)
Mr. Guo Wei PEEE 24/24 6/6 5/5 4/4 - 2/2
Mr. Lam Albert Man Sum (appointed WEREE (RZZ—tF+=
on 8 December 2017) ANBEZE) 5/5 11 - - - -
Given the nature and business objective of the Company, the BRSO RBEARRMERERKBZE S5HE
Board has a balance of skill and experience appropriate for BANAEBFTEZHERERKER -EEH
the requirements of the business of the Company. The list of ERFEESEENEEHNAREFE21E238 -
Directors and their respective biographies are set out on pages EFEERE BN BER-

21 to 23 of this report. There is no relationship among the

members of the Board.
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CORPORATE GOVERNANCE FUNCTION
According to Code Provision D.3 of the Code, the Board is

responsible for performing the corporate governance duties

of the Company. The Board has the following duties and

responsibilities for performing the corporate governance duties of

the Company:

1.

to develop and review the Group’s policies and practices on

corporate governance;

to review and monitor the training and continuous
professional development of the Directors and senior

management of the Group;

to review and monitor the Group’s policies and practices on

compliance with legal and regulatory requirements;

to develop, review and monitor the code of conduct and
compliance manual (if any) applicable to employees and the

Directors; and

to review the Group’s compliance with the Code and
disclosure in the corporate governance report and in annual

report of the Company.
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DIRECTORS’ TRAINING AND PROFESSIONAL
DEVELOPMENT

Pursuant to the Code Provision A.6.5 under Appendix 15 to the
GEM Listing Rules, all Directors should participate in continuous
professional development to develop and refresh their knowledge
and skills. This is to ensure that their contribution to the Board
remains informed and relevant. Each Director received induction
on the first occasion of his appointment, so as to ensure that he
has appropriate understanding of the business and operations of
the Group and that he is sufficiently aware of his responsibilities
and obligations under the GEM Listing Rules and other relevant

legal and regulatory requirements.

During the Year, all Directors participated in continuous
professional development regarding their duties and
responsibilities under the relevant legal and regulatory
requirement which included reading materials in relation to legal

or regulatory update and/or attending training courses.

CONFIRMATION OF INDEPENDENCE

The Company has received from each of the independent non-
executive Directors a confirmation of independence pursuant
to rule 5.09 of the GEM Listing Rules and considers all the

independent non-executive Directors to be independent.

BOARD COMMITTEES

During the Year, the Company had four committees, namely the
Audit Committee, the remuneration committee of the Company
(the “Remuneration Committee”), the nomination committee of
the Company (the “Nomination Committee”) and the resumption
committee of the Company (the “Resumption Committee”) to
assist the Board in discharging its duties and responsibilities.
The committees are provided with sufficient resources to
discharge their duties and are able to obtain outside independent
professional advice in connection with their duties at the

Company’s expenses.
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With resumption in trading of the Shares on 9 May 2017, the

Board resolved to dissolve the Resumption Committee.

Audit Committee

The primary duties of the Audit Committee are to review the
financial information of the Company, oversee the financial
reporting process and risk management and internal control
systems of the Group, maintain an appropriate relationship with
the Company’s auditors and provide advice and comments to the
Board.

The Audit Committee has written terms of reference that sets
out its authorities and duties, which has been published on the

websites of the Stock Exchange and the Company.

The Audit Committee comprises all independent non-executive
Directors. Members of the Audit Committee during the Year and

up to the date of this report is as follows:

Mr. Lam Albert Man Sum (Chairman)
(appointed on 8 December 2017)
Mr. Jiang Quanming (resigned on 28 May 2018)
Mr. Guo Wei
Mr. Orr Joseph Wai Shing (retired on 11 September 2017)

Six meetings had been held by the Audit Committee during the

Year.

Following the resignation of Mr. Jiang as an independent non-
executive Director, Mr. Jiang also ceased to be a member of the
Audit Committee with effect from 28 May 2018. As such, the
number of members in the Audit Committee was less than three
as required under Rule 5.28 of the GEM Listing Rules after Mr.
Jiang’s resignation. The Company will use its best endeavours to
ensure suitable candidate be appointed as soon as possible so

as to meet the requirements under the GEM Listing Rules.
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CORPORATE GOVERNANCE REPORT

The Audit Committee has reviewed and discussed with the
management the audited consolidated financial statements
for the year ended 31 March 2017, the unaudited condensed
consolidated financial statements for the three months ended 30
June 2017, for the six months ended 30 September 2017 and
for the nine months ended 31 December 2017, the accounting
principles and practices adopted by the Group and auditing, risk
management and internal control systems and financial reporting
matters. The audited financial statements of the Group for the
year ended 31 March 2018 have been reviewed by the Audit

Committee.

Nomination Committee

The primary duties of the Nomination Committee are reviewing
and supervising the structure, size and composition of the Board,
identifying qualified individuals to become members of the Board,
assessing the independence of the independent non-executive
Directors and making recommendations to the Board on the

appointment or re-appointment of Directors.

The Board has adopted a board diversity policy setting out
the approach to diversity of members of the Board. The
Company recognises and embraces the benefits of diversity of
Board members. It endeavours to ensure that the Board has
a balance of skills, experience and diversity of perspectives
appropriate to the requirements of the Company’s business.
All Board appointments will continue to be made on a merit
basis with due regard for the benefits of diversity of the Board
members. Selection of candidates will be based on a range of
diversity perspectives, including but not limited to gender, age,
cultural and educational background, experience (professional
or otherwise), skills and knowledge. The ultimate decision will
be made upon the merits and contribution that the selected

candidates will bring to the Board.
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The Nomination Committee has written terms of reference that
sets out its authorities and duties, which has been published on

the websites of the Stock Exchange and the Company.

Members of the Nomination Committee during the Year and up to

the date of this report are as follows:

Mr. Guo Wei (Chairman)

Mr. Jiang Quanming (resigned on 28 May 2018)

Ms. Ma Xiaona

Mr. Orr Joseph Wai Shing (retired on 11 September 2017)
Mr. Feng Jun (retired on 11 September 2017)

Mr. Lam Albert Man Sum (appointed on 28 May 2018)

For the Year, the Nomination Committee held four meeting.

Summary of the work of the Nomination Committee during the

Year was as follows:

— To review and monitor the structure, size and composition
(including the skills, knowledge and experience) of the Board
and make recommendations to the Board regarding any

proposed changes;

—  To identify and nominate qualified individuals for appointment
as additional Directors or to fill Board vacancies as and
when they arise. The criteria to be adopted by the Board
in considering each individual shall be their ability to
contribute to the effective carrying out by the Board of its

responsibilities; and
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CORPORATE GOVERNANCE REPORT

— To make recommendations to the Board on matters relating
to the appointment or re-appointment of Directors and
succession planning for Directors in particular the chairman

and the chief executive officer.

Remuneration Committee

The primary duty of the Remuneration Committee is to formulate
transparent procedures for developing remuneration policies
and compensation packages for the Directors and senior
management of the Group. The Remuneration Committee has
adopted the operation model where it performs an advisory
role to the Board, with the Board retaining the final authority
to approve the remuneration packages of individual executive

Directors and senior management.

The Remuneration Committee has written terms of reference that
sets out its authorities and duties, which has been published on

the websites of the Stock Exchange and the Company.

Members of the Remuneration Committee during the Year and up

to the date of this report is as follows:

Mr. Guo Wei (Chairman)

Ms. Ma Xiaona

Mr. Orr Joseph Wai Shing (retired on 11 September 2017)
Mr. Jiang Quanming (resigned on 28 May 2018)

Mr. Lam Albert Man Sum (appointed on 28 May 2018)

Five meetings had been held by the Remuneration Committee

during the Year.
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Senior management’s remuneration
Senior management’s remuneration payment of the Group for the

Year falls within the following band:
Number of individuals
Nil to HK$1,000,000 1

Resumption Committee

The primary duty of the Resumption Committee established on 1
March 2016 is to facilitate the resumption in trading of the Shares
on GEM.

Summary of work of the Resumption Committee during the Year

was as follows:

— 1o select and approve the appointment of sole financial

adviser of the Company for the resumption; and

— 1o give approval in principle to submit the Resumption

Proposal to the Stock Exchange.

Members of the Resumption Committee during the Year and up

to its dissolution were as follows:

Dr. Li Dahong (Chairman)
Mr. Feng Jun

Ms. Ma Xiaona

Mr. Jiang Quanming

Mr. Orr Joseph Wai Shing

Four meetings had been held by the Resumption Committee

during the Year.
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CORPORATE GOVERNANCE REPORT

AUDITORS’ REMUNERATION

For the Year, the fees paid/payable to the auditor in respect of the
audit and non-audit services were as follows:

A S48 10

P B8 B BN
RAFERN BN BARRETEBERRIE
BERRBZBRANT :

Amount (HK$)

Types of services PR 7% 38 5l SE(BR)
Annual audit services FEEZRS 1,064,000
Non-audit services IEBZ R S

ACCOUNTABILITY

The Directors are responsible for preparation of financial
statements which give true and fair view of the state of affairs,
the results of operations and cash flows of the Group in
compliance with accounting standards, the GEM Listing Rules,
legal and statutory requirements in relation to financial reporting.
In preparation of the financial statements for the three months
ended 30 June 2017, for the six months ended 30 September
2017, for the nine months ended 31 December 2017 and for
the year ended 31 March 2018, the Directors have adopted
suitable accounting policies and applied them consistently. The
financial statements for the year ended 31 March 2018 have
been prepared on going concern basis. The statement of auditor
about its reporting responsibilities on the consolidated financial
statements is set out in the Independent Auditor’s Report.

The Group requires sufficient funding for its working capital,
debt repayment, further development and planned acquisitions.
The Group currently faces limited financial resources and for
the time being its net current liabilities are in the red, although
there are no immediate concerns for solvency due to the nature
of its current liabilities. Failure to obtain additional funding in
a timely fashion however, may adversely affect the Group’s
operation and its development plan. The Group is now actively
engaged in fund raising, talking to several interested investors/
financiers, negotiating and comparing terms and conditions, and
trying to close its first round of fund raising soon to significantly
alleviate the current liability risks. At the same time, the Group
is finalizing and has started implementing the Plan aiming at
boosting its mineral products throughput and thus revenue and
net profits by completing a new processing plant. The Plan also
includes investment opportunities for acquisitions for quality
mining assets. The successful implementation of the Plan would
fundamentally improve the Group’s financial position and address
the current liabilities concerns.
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RISK MANAGEMENT AND
INTERNAL CONTROL SYSTEMS

The Board is overall responsible for evaluating and determining
the nature and extent of the risks it is willing to take in achieving
the Group’s strategic objectives, and ensuring that the Group
has established and maintained appropriate and effective risk
management and internal control systems. The risk management
and internal control systems are designed to manage rather than
eliminate the risk of failure to achieve business objectives, and
can only provide reasonable and not absolute assurance against

material misstatement or loss.

The Audit Committee reviews the risk management and internal
controls that are significant to the Group on an on-going basis.
The Audit Committee would consider the adequacy of resource,
qualifications and experience and training of staff and external
advisor of the Group’s accounting, internal audit and financial

reporting function.

The management of the Group is responsible for designing,
maintaining, implementing and monitoring of the risk
management and internal control system to ensure adequate
control in place to safeguard the Group’'s assets and

stakeholder’s interest.

The Board performs annual reviews on any significant change of
the business environment and establishes procedures to respond
the risks result from significant change of business environment.
The risk management and internal control systems are designed

to mitigate the potential losses of the business.
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The Group has engaged an independent professional party (the
“IC Expert”) to carry out internal audit functions by conducting
an annual review of the effectiveness of the risk management
and internal control systems during the reporting period. The
scope of review included Corporate Governance, Financial
Reporting, Sales and receipt, Purchase and payment, Human
resources management cycle, Treasury management cycles
and Information system. IC Expert has reported findings and
areas for improvement to the Company. All recommendations
from IC Expert have been adopted. The Group is committed to
implementing the suggested improvement in the coming year and
determined to establish and maintain adequate risk management
and internal control processes.

The IC Expert undertook the procedures and methodology for the
internal audit as follows:

° Understanding the operational, financial and compliance
risks of the Group and risk management policy

° Understanding the control environment, risk assessment

procedures, control activities, information and

communication system and monitoring activities

e Understanding the internal control system

e Enquire and interview the management or relevant
employees of the Group

e  Observe and inspect the actual control procedures

° Inspect and review the control documents

° Consolidate the observation and review results

e Discuss with the management and make relevant
recommendation
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The Board approved and adopted an inside information policy
and procedures for the handling and dissemination of inside
information. The insider information policy provide the guidelines
to the directors, management and relevant staff (likely possessing
the unpublished inside information) of the Group to ensure that
the inside information of the Group is to be disseminated to
the public in equal and timely manner in accordance with the
applicable laws and regulations. The procedures include, among
others, regularly remind the directors, management and relevant
staff about the compliance with the securities dealing restrictions
as set out in the rules 5.48 to 5.67 of the GEM Listing Rules and

the notification of the regular “Blackout Period”.

INVESTOR RELATIONS

The Company encourages two-way communications with its
shareholders. Extensive information about the Company’s
activities is provided in our quarterly, interim and annual reports
to be sent to the shareholders. Enquiries from individuals on
matters relating to their shareholdings or the business of the
Company are welcomed and will be dealt with in an informative
and timely manner. In order to promote effective communication,
the Company maintains a website on which financial and other

information relating to the Group and its business are disclosed.

SHAREHOLDERS’ RIGHTS

As one of the measures to safeguard shareholders’ interests
and rights, separate resolutions are proposed at shareholders’
meetings on each substantial issue, including the election
of individual Directors, for shareholders’ consideration and
voting. All resolutions put forward at shareholders’ meetings
will be voted by poll pursuant to the GEM Listing Rules and
the poll results will be published on the websites of the Stock
Exchange and the Company at “www.hkexnews.hk” and “httop://
www.aplushk.com/clients/8299GrandTG/”, respectively, after the

relevant shareholders’ meetings.
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Right to convene extraordinary general meeting

Any one or more shareholder of the Company holding at the
date of deposit of the requisition not less than one-tenth of the
paid up capital of the Company carrying the right of voting at
general meetings of the Company shall at all times have the
right, by written requisition to the Board or the Secretary of the
Company, to require an extraordinary general meeting to be
called by the Board for the transaction of any business specified
in such requisition; and such meeting shall be held within two (2)
months after the deposit of such requisition. If within twenty-one
(21) days of such deposit the Board fails to proceed to convene
such meeting the requisitionist(s) himself (themselves) may do
so in the same manner, and all reasonable expenses incurred by
the requisitionist(s) as a result of the failure of the Board shall be

reimbursed to the requisitionist(s) by the Company.

Right to put enquiries to the Board

Shareholders have the right to put enquiries to the Board. All
enquiries shall be in writing and sent by post, together with his/
her contact details, such as postal address, email or fax, to the
principal office of the Company in Hong Kong for the attention of

the Company Secretary.

Right to put forward proposals at general meetings

Shareholders may put forward proposals at general meetings of
the Company by sending the same to the principal office of the
Company in Hong Kong, specifying his/her information, contact
details and the proposal(s) he/she intends to put forward at the
general meeting regarding any specified transaction/business and

the supporting documents.
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The Board is pleased to present the ESG report which is
prepared in accordance with Appendix 20 ESG Reporting
Guide (the “ESG Reporting Guide”) set out by the GEM Listing
Rule. The Board has reviewed and approved of the report
and are pleased to present the performance and progress on
environmental, social and governance of the Group for the year
ended 31 March 2018.

The following will show the ESG issues that found material for the
Group and the relation to the ESG Guide:

ESG Guide ESG issues relevant to the Group

A. Environmental

A.1 Emissions Carbon dioxide emissions and
waste management

A.2 Use of resources Energy and consumption

A.3 Environment and Measures in reducing environmental

natural resources impact
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B. Social

B.1 Employment Labour practices

B.2 Health and safety Workplace health and safety

B.3 Development and Employee development and training
training

B.4 Labour standards Child labour and forced labor

B.5 Supply chain Supplier management
management

B.6 Product responsibility  Product safety and quality

B.7

B.8

Anti-corruption

Anti-corruption and money

laundering

Community investment Community involvement
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INFORMATION ABOUT THE GROUP

The principal activity of the Company is investment holding. Its
subsidiaries are principally engaged in gold exploration, mining
and mineral processing with gold concentrate as their product.
To reduce environmental impact and create value in community,
the Group seeks every opportunity to incorporate sustainability

standards and practices into all aspects of its business.

Also, social responsibility is the fundamental duty of the Group
to contribute to society in which it is brought up. The group and

participates actively helps the underprivileged.

A. ENVIRONMENTAL

A.1 Emissions

Carbon dioxide (CO2) emissions

The Group has strived to minimize the environmental
impact of its mining activities, production activities
and products. Gold mining and exploration properties
(“Taizhou Gold Mines”) are located in Tongguan
County of Shaanxi Province, the second largest gold
mineralization and production region in China. For the
year ended 31 March 2018, the Group complied with

applicable environmental laws and regulations.

The Group is governed under Environmental Protection
of the People’s Republic of China Prevention (1%
ARFEMBEIREER#EE) . Violation of environmental
regulations may result in temporary suspension of

production.

The Group sticks to the principle of active participation
and environmental responsibilities. The Group can fulfill
not only its market mandate but also greatly support
green activities and actively implement effective policies
aimed at emission reduction. The Group will consider
acquiring more environmental friendly machinery when

the existing machinery is no longer in use.
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For the year ended 31 March 2018, the Group has not
generated any hazardous waste. No adverse comments
or irregularities have been reported from internal and

external control sources.

The Group has also used a set of CO2 emission
reduction management policy in order to save energy
resources, reduce energy waste and spend energy
efficiently. All members of the Group build up a saving
habit on energy resources. The reduction policy has
suggested some tactics to create a better and cleaner

environment for society.

The Group has constantly updated with the local
legislation and standards for environmental protection
and assessed whether these legislations and
standards are related to the business of the Group
and the Group’s compliance status. During the year
ended 31 March 2018, the Group has complied with
environmental laws and regulations applicable to the
Group’s business. The Group will continue looking for

ways to reduce CO2 emissions and land contamination.

During the year ended 31 March 2018, air emission
for nitrogen oxides (“NOx”), sulphur oxides (“SOx”) and
respiratory suspended particles (“RSP”, also known as
Particulate Matter (“PM”)) were about 4,221 g, 83 g and
310 g respectively, which were mainly produced from

the company vehicles.
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The main source of the Group’s greenhouse gas
emissions is derived from direct emission from the
mobile combustion sources (“Scope 17), indirect
emission from acquired electricity emissions (“Scope
2”) and other indirect emissions (“Scope 3”). The
greenhouse gas of Scope 1 was generated by vehicles
usage, Scope 2 was generated by electricity usage
and Scope 3 was generated by paper used and water
usage. The total greenhouse gases emissions from
Scope 1, Scope 2 and Scope 3 for the year ended 31
March 2018 are about 15,303 kg, 8,515,902 kg and
9,464 kg respectively.

The Company provides administration support in
Hong Kong. For the business operation in Hong Kong,
the main source of the greenhouse gas emissions
is derived from Scope 2 and Scope 3. The, Scope
2 was generated by electricity usage and Scope 3
was generated by paper used and business travel by
employees. The total greenhouse gases emissions from
Scope 2 and Scope 3 for the year ended 31 March
2018 are about 4,181 kg and 7,046 kg respectively.

Waste micro dust management

The Group blasts, stacks and loads and unloads ore
during the production process and produce micro
dust. Therefore, the Group uses wet drilling method,
ventilation machines and rock-surface cleaning regularly
to control the micro dust emissions and avoid the

negative effect to the environment.

65

BB~ Ak BRI

AEERERBERNEZRRRR
BERNEZEBER ([#8B1]) A
BEOROBEER ([€6B2]) &
H b B ([$5883]) - S 160)R
ERBIOHAEAEHMEL HE2
VRERBIRERENMELERE
BE3H R =R Ty B AEFK I EFE
FEE BE-_T—-N\F=ZA=+—
HILFE &K1 - B2 R & B3HA
ERBYNEE D A1 /15,303A
8,515,902 fT )2 9,464 fT °

RABRBEBRETHREE -RHEE
MEKEENS BERBHEREE
HER2RHBEIEL - HRE2MEER
RBIOAERAENMES RERINAE
REDEBTIRAMBRERMESE B
- N\EFE=-ZA=Z=+—HLEE"
B%Z&ﬁwﬁﬁb EREHERBES
BIA) B4,181 AT 7,046 AT

MEEY EE
AEERNEERBRTZTERE #
W KERDHEL REELM
E-Fl AEEEBERREREL
T REBREEERBEREAR
TE » DA 428 Il 0 BE Bk 7 R sl S B IR IR EE
ETFEE

R 42 JBE A PR )
S IC



During ore crushing and ore screening system, the
micro dust may also produce. In order to control
emissions of micro dust, the Group uses an automatic
feeding system and wet ore brokering method to
reduce the emissions of micro dust. The crushing and
screening equipment is located in a fully enclosed
workshop and ore storage yard is covered with a dense

mesh as micro dust suppression methods.

Wastewater management

Wastewater (containing mainly suspended solid from
ore processing) may produce during the production
process and thus the Group built a wastewater
treatment facility at the tailing pond to collect through
dedicated pipelines of wastewater produced at the two
ore processing plants. Following sedimentation at the
wastewater treatment facility, the wastewater can reach
the relevant discharge standards. However, to reduce
substantially water consumption and thus improve
resources conservation, the Group recycles and reuses
all its treated wastewater back to its processing plants
without any direct discharge to the environment, either
from the processing plants or tailing pond under the

normal operating conditions.
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The Group also has one wastewater collection sump
at each of its two operating processing plants for
accidental discharges in case of any accident at the
plants which may result in release of wastewater. These
two sumps however seem too small in comparison
with applicable standards and the Group is in the
process to expand the capacity of these sumps, as
well as to improve its collecting/guiding pipes, to be
in full compliance. The proper collection, treatment
and recycling and reuse of wastewater at the Group
helps protect natural receiving water bodies in the

surrounding areas and the ecological environment.

The Group has invested much production cost for
wastewater control and recycling to meet the integrated
wastewater discharge standards (57K 4R & BERAZ
#E) . The wastewater only contains a small amount
of harmful substances and it is in line with integrated

wastewater discharge standards.

Non-hazardous waste management

The mine has been continuously producing for many
years. Waste mining rocks are generated during the
production process. The waste mining rock of the
Group was used for road paving and underground filling
of mines after being crushed. The remaining waste
was stockpiled in special waste rock plants. Some of
the mineral processing tailings were transported for
underground filing of mines after being classified and
disposed. The waste rock yard set up retaining walls as
required to intercept drainage facilities to prevent soil

erosion and mudslides.
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The non-hazardous waste is mainly waste mining rock
and total waste mining rock produced for the year
ended 31 March 2018 was about 32,981 tonnes.
The Group would also place the domestic waste to

designated garbage collection station.

Noise management

The Group primarily makes noise when operating
air pumps, blowers, ball mills, crushers, belts and
vibratory screens during production. The Group control
noise by applying noise-abatement equipment, basic
vibration reduction methods, vibration-absorptive and
soundproofing rooms and rubber lining. The positions
of these noise generation equipment are also in
compliance with the applicable standards for buffer
distances to sensitive receptors, such as residences

and villages, and thus minimizing the impacts.

In the process of blasting, the Group also makes
noise. The Group considered noise pollution issues
when choosing the mining area so the Group chose
the mining area which is far away from the residential
areas. The Group strictly follows emission standard for
industrial enterprises noise { T 3 {b 3B R IR FIZHE) |
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A.2 Use of resources

Electricity, water and fossil fuel consumption

The Group utilizes resources effectively and responsibly
to achieve sustainable development. The Group
encourages staff to adopt environmentally responsible
habits to measure and reduce the use of waste,

minimize waste and recycle materials.

The use of electricity, water and fossil fuel directly
impacts the environment. When the Group conducts
gold mining business or operates its offices, it exerts an
impact on the environment through the consumption of
electricity, water and fossil fuel. The Group has tried its

very best to reduce the consumption of energy.

The Group did not have problems in seeking
appropriate water resources. The existing supply of
water resources could satisfy the Group’s needs in the
aspects of volume, quality of water and the guarantee
of water supply facilities. For the year ended 31 March
2018, the Group is carrying out measures of reduction
in water consumption, recycling and utilisation of

industrial waste water.
The Group used 231 tonnes explosive for mining gold

and the production volume was 66,358 tonnes for the
year ended 31 March 2018.
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The following consumption data was recorded in the
year ended 31 March 2018 for gold mining business:
e electricity consumption: 9,141,157 kWh

e  electricity consumption intensity: 137.75 per ton of

product
e water consumption: 20,000 tonnes

e water consumption intensity: 0.3 per ton of

product
° petrol used: 5,651 L
° paper used: 142 kg

The following consumption data was recorded in the

year ended 31 March 2018 for Hong Kong operation:
e electricity consumption: 5,292 kWh

e  paper used: 166 kg
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A.3 Environment and natural resources

Measures in reducing environmental impact

As gold mining operators, the Group inevitably extract
natural resources from Taizhou Gold Mines thereby
causing certain ecological environment change. The
ecological impacts were mainly as a result of land
occupation. The extend of the Group in extraction
operation at Taizhou Gold Mines is performed in line
with market demand and the Group does not engaged
in unnecessary exploitation and production activities.
The Company complies the policies under national
laws and regulation, and the Group adopt standard
production methods and technology. The Company has
taken measures in reducing the impact on the natural
environment by means such as water soil conservation,

mining area plantation, etc.

Energy efficiency and environmental protections are
significant concerns and difficult long-term tasks for
the Group and the society. The Group strictly monitors
and reviews the data from time to time, minimizing the
negative effect to the environment and maximizing its

business development and operation at the same time.
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B. SOCIAL

B.1 Employment

Labour practices

A good workplace prevents discrimination and
promotes equal opportunities for all people despite
age, gender, race, colour, sexual orientation, disability
or marital status to increase employee satisfaction.
The Group provides a good working environment
for employees because it regards every single staff

member as a valuable asset to the Group.

The Group guarantees the rights and interests of
employees relating to compensation and dismissal,
recruitment and promotion, rest periods, equal
opportunity, diversity, anti-discrimination and other
benefits and welfares. The Group explains the details of

the employment rights to employees clearly.

The Group has an annual review of the employment
policy and strikes a balance between employee
remuneration and business growth, which can benefit

the development of the Group.

Anti-discrimination and equal opportunity

The Group has diversified staff in terms of gender
and age to balance the culture and communications
between staff. The Group is committed to having a
workplace environment free from discrimination and
equal opportunities for all despite age, gender, race,
colour, sexual orientation, disability or marital status.
The Group encourages labour diversity and welcomes
all manpower, thus putting the principle of fairness into
practice. The Group had no reported incidents of non-
compliance with regulations concerning employment
during the year ended 31 March 2018.
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B.2 Health and Safety

Workplace health and safety

Protecting employee’s occupational health and safety is
critical for the Group. The Group respects occupational
safety and health and other applicable regulations
for a safe and comfortable working environment that
protects employees from occupational hazards. Under
the proactively improving workplace health and safety,
the Group obtained a reward “Advanced unit” from the
local government which represented safety production
for the year ended 31 March 2018.

The health and safety of employees have always been
the Group’s priority of productions. Every worker is
required to follow the safety instruction and train for
using equipment or plant safety. Safety monitoring
mechanism has been established and staff in each of
production stage has been assigned to monitor the

compliance of safety rule.

The Group has equipped the Factory and the head
office with all the required safety equipment and
facilities, and has passed all the governmental safety

inspections.
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The Group uses explosives for mining gold and
follows strict rule and regulation of using explosives
and consistent with the PRC’s standard. There are
dedicated exclusive and isolated bunkers designed in
accordance with the required standards and approval
the safety authority as well as the public security
authority which controls the supplies. Detonators and
explosives are stored in two separate bunkers with a
safe distance to each other. The yard to these bankers
is secured with high walls, metal gate, and 24-hours
video cameras. Both bunkers are well secured with
two locks, with keys kept in two separate staff (a
management and safety personnel). Only after both
individuals are present at the same time, will the
locks be fully opened and detonate and/or explosives
accessed. The facility is inspected by the management
as well as by the safety and public security authorities
regularly to ensure compliance at all time. After the
use of explosives, the Group will use the detection
equipment to measure the residue in the air. Employees
can only enter the gold mine until the air meets the

standard.

The Group follows the laws and regulations ensuring

workplace health and safety, which mainly include:

e  Production Safety Law of the People’s Republic of
China (hEARKMBE L 2 £ EE)

° Regulations for the Implementation of the Mine
Safety Law of the People’s Republic of China
EAREMBERELLZZ2E)

e Emergency Response Law of the People’s
Republic of China (A K& 3 50 Bl 22 2% 55 {4 i ¥
=D
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B.3

e Law of the People’s Republic of China on the
Prevention and Control of Occupational Diseases

(PEARKMBEBERAE)

e  Special Equipment Safety Law of the People’s
Republic of China (R ZEARKMEFERELSD
ED

e  Safety requirements for explosion hazard locations

(RIFERBAZE2RTE)

Moreover, the Group provides accident insurance for
employees. The Group has taken up every reasonable
step to improve the working environment and created
a safe and comfortable workplace for employees.
The management has improved the safety level of
workplace as well as additional mandatory training to all
staff.

Development and Training

Employee development and training

Keeping employees trained plays a fundamental role
in business growth. The Group encourages employees
to engage in continuous development and improves
their skill set through training. The Group understands
that training is the most sustainable way for long-term
development, which is beneficial for both the Group and

the employees.

The Group provides training for directors regarding the
Group’s development and essential skills, in order to
have a better understanding of the Group development
potential and direction for enhancing their management

skills.
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The Group provides various internal trainings for
developing the workforce, including orientation and
on-board trainings for new staff to adapt to the
operation of the Group efficiently and strengthen the
skill and knowledge required at work. It is important
for employees to perform tasks safely, follow safe work
procedures and operate machines and equipment

carefully.

The Group evaluates the training programs from time
to time and reviews the effectiveness of training. The
Group puts effort to improve employees’ knowledge
and technical skills for discharging duties at work.

Moreover, the Group encourages mutual
communication between management and employees.
The Group respects and cares about employees’
opinions and suggestions. At the same time, the Group
delivers the latest corporate news to all employees in a

timely manner.

Labour Standards

Child labour and forced labor

Any individual hired under legal working age and
without any identification documents is discharged from
employment. It is the Group’s policy to disqualify the
person from employment if he or she is found to be
hired against the requirements of the Labour Contract

Law.
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The Group makes good use of the Human Resource
Department to ensure compliance with laws and
regulations. The Human Resource Department takes up
the responsibilities to review and confirm employment
practices, avoiding child and forced labour. In case of
any unlawful labour is discovered, the Group would
immediately assist the employee and cooperate with

relevant labour authorities.

The Group followed the laws and regulations prohibiting

child labour and forced labour, which mainly includes:

e  Employment Ordinance of HKSAR

e  Labor Law of the PRC (/R # A L FNE &5 &)%)

e  Labor Contract Law of the PRC (FZE A B HA1E
BE)ARE)

e Law of the PRC on Protection of Minors (I AR
H B R AKF AREED

e Regulations on Prohibiting Use of Child Labor
(State Council Order No.364)

For the year ended 31 March 2018, there was no

violation regarding age of employment and any labour

dispute within the Group.
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Supply Chain Management

Supplier management

The Group aims to provide comprehensive solutions
that meet customers’ needs and establish a
comprehensive vertical supply chain management
system through resource integration and supplier

screening and management.

The objectives of the Group are to deepen the
collaborative relationship with the strategic suppliers
and to create competitive advantages in the value
chain, thereby aiming to enhance the impact on the
society and environment and to ensure that their
suppliers uphold similar stance in sustainability.
The Group maintains long-term relationship with its

suppliers for ensuring stable supply.

During the year ended 31 March 2018, the Group
purchases explosive substances from reputable local

suppliers under government regulation.

The Group does not foresee its source of supplies to be

a potential threat to the operation of the factory.

Product Responsibility

Product safety and quality

The Group had a long-standing practice to ensure
their customers are well aware of the quality and
gold content of grained ore being purchased. Even
shipment of grained ore would be sample tested
by an independent lab under the supervision of
representatives of the Group and the customer. The
Group strives to provide clients with quality products
SO as to establish good credibility and reputation. The
Group has complied towards the Product Quality Law
of the People’s Republic of China {F % A R £ B E &
BE%) .
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B.7

The Group keeps business information confidential and
customers’ data will also be kept in confidential in order
to protect consumer data and privacy and be destroyed

on a timely basis.

The director believed that the Group has complied with
relevant law and regulations related to the products of
the Group. For the year ended 31 December 2017, the
Group did not have any product returned due to safety
or health problems or any complaint received from

customers.

Anti-Corruption

Anti-corruption and money laundering

The Group’s operation complies with local and national
legislation strictly, such as the Prevention of Bribery
Ordinance of Hong Kong and relevant legislation on

anti-corruption of mainland China.

The Group is well aware of the importance of honesty,
integrity and fairness in its operations and has in place
an anti-corruption policy. Employees at all levels are
constantly reminded in meetings and documents, such
as the staff handbooks of corruption, giving and taking
of interests. Staff are required to declare any conflicts of

interests in the execution of their roles.

Through the establishment of these rules and
regulations, the Group encourages all employees to
discharge their duties with integrity and comply with
the relevant laws and regulations. Transactions in
monetary sums are processed through cash and bank
transactions which require authorised signatures of
the appropriate levels. Money laundry should not be
concern of the Group and there were no enquiries or

concerns from the government or banking officials.
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ENVIRONMENTAL, SOCIAL AND GOVERNANCE REPORT
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During the reporting period, the Group recorded no

bribery nor corruption charges.

Community Investment

Community involvement

Contributing to society is a part of the Group’s
sustainable development strategy. The Group supports
community welfare general and particularly focused on
underprivileged to enhance the efficiency of community
involvement. This year, the Group also received a
medal from the local government of precision poverty

alleviation.

The Group fully understands and appreciates the
importance of and the need for community investment.
Through the day to day contact with the community
officials and leaders, the Group explores and examines
on what and how the Group can engage in the
community. One remarkable approach adopted by the
Group and is appreciated by the local community is
that most employees of the mine come from the nearby
villages. The Group is committed to developing more
community investment opportunities in its development

plans.

GRAND T G GOLD HOLDINGS LIMITED 80
ANNUAL REPORT 2017/2018

B.8

B 45 HARD - A 0 3 4 4 15 B R o
A5

H=

HERE

HEZH

O] 88 4 & 79 AN 5 B 7] 5 AR B R SRR
MERED AREE2EXFHERE
M WRRIBESBHBENES LR
SERE - REF - NEE IBLIEER
BRI BNREZRES-

AEBFRATERHREKENER N
AFEE-EREHREERBAEEN
BREBME AEERRAKE2 8
BROARETR -BERIBNRE KK
BEERFHORSHEELTRE B
AR W RERE ML EEE KK
BEIRNEEERABTHABEE S
BIEHE -



INDEPENDENT AUDITOR'S REPORT

To the shareholders of
Grand T G Gold Holdings Limited

(Incorporated in the Cayman Islands with limited liability)

REPORT ON THE AUDIT OF THE
CONSOLIDATED FINANCIAL STATEMENTS

Opinion

We have audited the consolidated financial statements of Grand
T G Gold Holdings Limited (“the Company”) and its subsidiaries
(collectively “the Group”) set out on pages 94 to 203, which
comprise the consolidated statement of financial position as
at 31 March 2018, and the consolidated statement of profit
or loss, the consolidated statement of profit or loss and other
comprehensive income, the consolidated statements of changes
in equity and the consolidated cash flows statement for the year
then ended, and notes to the consolidated financial statements,

including a summary of significant accounting policies.

In our opinion, the consolidated financial statements give a
true and fair view of the consolidated financial position of the
Group as at 31 March 2018, and of its consolidated financial
performance and its consolidated cash flows for the year then
ended in accordance with Hong Kong Financial Reporting
Standards (“HKFRSs”) issued by the Hong Kong Institute of
Certified Public Accountants (“HKICPA”) and have been properly
prepared in compliance with the disclosure requirements of the

Hong Kong Companies Ordinance.
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INDEPENDENT AUDITOR'S REPORT
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REPORT ON THE AUDIT OF THE
CONSOLIDATED FINANCIAL STATEMENTS
(Continued)

Basis for Opinion

We conducted our audit in accordance with Hong Kong
Standards on Auditing (“HKSAs”) issued by the HKICPA. Our
responsibilities under those standards are further described in
the Auditor’s Responsibilities for the Audit of the Consolidated
Financial Statements section of our report. We are independent
of the Group in accordance with the HKICPA’s Code of Ethics for
Professional Accountants (“the Code”), and we have fulfilled our
other ethical responsibilities in accordance with the Code. We
believe that the audit evidence we have obtained is sufficient and

appropriate to provide a basis for our opinion.
Material Uncertainty Related to Going Concern

We draw attention to Note 1 of the consolidated financial
statements, as at 31 March 2018, the Group’s net current
liabilities is approximately HK$136 million. These conditions
indicate the existence of a material uncertainty which may cast
significant doubt about the Group’s ability to continue as a going
concern. The Groups’ financial statements have been prepared
on a going concern basis, the validity of which depends upon
the future revenue and the availability of funding is forthcoming to
meet the Group’s financial obligations as and when they fall due
in the foreseeable future. Our opinion is not modified in respect of
this matter.

Key Audit Matters

Key audit matters are those matters that, in our professional
judgment, were of most significance in our audit of the
consolidated financial statements of the current period. These
matters were addressed in the context of our audit of the
consolidated financial statements as a whole, and in forming
our opinion thereon, and we do not provide a separate opinion
on these matters. In addition to the matter described in the
Material Uncertainty Related to Going Concern Section, we have
determined the matters described below to be the key audit
matters to be communicated in our report.
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INDEPENDENT AUDITOR'S REPORT

REPORT ON THE AUDIT OF THE
CONSOLIDATED FINANCIAL STATEMENTS
(Continued)

Key Audit Matters (Continued)

No.

Key Audit Matter
HRERER

Initial recognition of convertible bonds

NSEIATRRES

Refer to note 25,
2825 -

References are made to the Company’s
announcement dated 10 April 2017, the
company conditionally agreed to issue
and the subscriber conditionally agreed to
subscribe for the convertible bonds in the
principal amount of HK$30,095,357. The
subscription monies payable by the subscriber
for the convertible bonds will be settled by
way of set off against the debt due to the
subscriber. On 17 July 2017, the company
issued convertible bonds in an aggregate
principal amount of HK$30,095,357.00 to a
subscriber. The valuation and classification of
the convertible bond as a compound financial
instrument is a significant judgement made by
the management. In arriving such judgement,
management has engaged an expert to assist

them to come to a conclusion.

T 37 A% B fil e o
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How our audit addressed the Key Audit Matter
EECERNMEERRERER

We agreed with management’s assessment that the
convertible bonds was a compound financial instrument
by analyzing the terms of the convertible notes and
reference to HKAS 32.

We also assessed the valuation methodologies used and

regarded as appropriate.

We then checked information used to determine the key
assumptions, including discount rates, to available market

data.

We found that assumptions adopted in relation to the
valuation to be supportable and reasonable based on

available evidence.
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REPORT ON THE AUDIT OF THE

REMBBEBRELRE (2

CONSOLIDATED FINANCIAL STATEMENTS

(Continueq)
Key Audit Matters (Continued)

No. Key Audit Matter
wm HRERER

N

iRt ERRRN_TE—tFWA+HMEE
E@Tﬁﬂﬂ#ﬂ BHITEARBAR
& ¥ /30,095,357 JT Ky AT i
3% %/\wt‘wﬁﬂﬂ HREMNZABESE
H%LMR%FH BAZBBzEAZ M R
E—t+tFtA+EH EBERAREREART
T A EA £A30,095,357.0078 LW AJ AR F
HoAlmRES (ERESGERMIA) ZMHER
SAEARTEEFENERAE RERZEH
B ERECZRERGHRSGEHER-

Management assessed that the convertible
note was a compound financial instrument
with a liability component and equity
component.
EBRETHATRRERRMTEERD kR
BoWEETRMIA-
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INDEPENDENT AUDITOR'S REPORT

REPORT ON THE AUDIT OF THE

CONSOLIDATED FINANCIAL STATEMENTS

(Continued)
Key Audit Matters (Continued)

No.

Key Audit Matter
HRERER

The company then first determines the
carrying amount of the liability component
by measuring the fair value of the liability
component at HK$15,073,347. The carrying
amount of the equity component is then
determined by deducting the fair value of the
liability component from the fair value of the
compound financial instrument as a whole
which is HK$30,095,357.
ERFHREBBFAEABHOZAFEERE
BEMS ZRMEER5,0733478 T Rkl
BEEEERIAZATE (ERER HA
30,095,357 70 ) {IFR BB D 2 A FEREE
MO REE-

Impairment assessment of property, plant
and equipment, mining rights related assets
and construction in progress

ME BERRE KEEEBEEREEIR
B R A

Refer to note 3(j),
2B M 5E3() -

How our audit addressed the Key Audit Matter
EECERNMEERRERER
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INDEPENDENT AUDITOR'S REPORT

T S A B i

REPORT ON THE AUDIT OF THE

CONSOLIDATED FINANCIAL STATEMENTS

(Continued)
Key Audit Matters (Continued)

No. Key Audit Matter
w5 BARERER

As at 31 March 2018, the Group had property,
plant and equipment, mining rights related
assets and construction in progress relating
to the gold mining operation which amounted
to HK$635,583,000, HK$57,102,000 and
HK$53,790,000 respectively, which were
allocated to the cash generating units of gold
mining operation. The impairment assessment
of them is a key audit matter due to its
significance and judgement involved.

HE-_Z—N\FE=ZA=+—H' B£EHNY
¥ WEL&E- %ﬂ%ﬁéﬁﬁ%éﬁ;‘z&&kﬁf
MESHREBEB 55l A%#635,583,000/%

7T ~ 57,102,000/ 7T 553,790,000/ 7T, - & 5 it

EEHAREBREELBEN -ANEERN
K3g R H - Bty BB E B RERER S
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How our audit addressed the Key Audit Matter
EECERNMNEERRERER

Our audit procedures in relation to the directors’
impairment assessment included:

assessing management’s identification of CGU
of gold mining operation based on the Group’s
accounting policies and understanding of the Group’s
business;

assessing value-in-use calculation methodology
adopted by management;

assessing and challenging the reasonableness of
key assumptions (including mining costs, gold prices
and discount rate) based on our knowledge of the
business and industry; and

checking the mathematical accuracy of the value-
in-use calculation in the management’s impairment
assessment.

We found that assumptions adopted in relation to the
impairment assessment to be supportable and reasonable
based on available evidence.
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REMBBEBRELRE (2

CONSOLIDATED FINANCIAL STATEMENTS

(Continueq)
Key Audit Matters (Continued)

No. Key Audit Matter
me BAREBEHREE

3 Sales
3 HE

Refer to note 3(d) and 6,
2 BT £3(d) &6 -

The Group has recognised HK$215,446,000
for the year ended 31 March 2018, relating to
the gold mining operation. We regard it as a
key audit matter because of its significance to
the consolidated financial statement.

BERERBE_ZT-N\F=ZA=1T—BLFE

fE#%215,446,0008 T  RE SRR EXHK AR -
HREHGAMBREABERZ BEHEER
5F$§\%$§$IEO

HMEERER (£)

How our audit addressed the Key Audit Matter
BEZERNEEBRERSE

Our audit procedures in relation to the sales included:

- Reviewing and assessing the effectiveness of the
Group’s internal control over revenue recognition,
including the timing of recognition of revenue and the
accuracy of the sales record;

— Checking the terms regarding the completion of
sales as set out in the sale agreements to assess
the circumstances of the transfer of the ownership
and risk to buyers and ensuring the accuracy of the
amount of sales; and

— Checking the settlement of considerations for
the sales and ensuring the accuracy and the
completeness of the cash receipt.

— Obtaining confirmation for the amount of sales
recognised from the customer.

We found that the sales have been properly recorded.

BEERHEMEZERRFEE:

B MAHE BB RETERN R Z KR
B HE b o T AR B B () % 3 65 RO B ERE N

- BREBENEEHBEIAMEETKOGR AFHE
BRERLKRREZETHNBER BAIHEE SR ER
R

- BRAHENRELELREARZUWIRNERE LT -
- REFPHBCHRHELHENERE -
BEERE - AHHEC KSR

g7 RS PRAT A
SNyt Sy
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REPORT ON THE AUDIT OF THE
CONSOLIDATED FINANCIAL STATEMENTS
(Continued)

Other Information

The directors of the Company are responsible for the Other
Information. The Other Information comprises all the information
in the Group’s annual report (other than the consolidated
financial statements and our auditor’s report thereon) (“Other

Information”).

Our opinion on the consolidated financial statements does not
cover the Other Information and we do not express any form of

assurance conclusion thereon.

In connection with our audit of the consolidated financial
statements, our responsibility is to read the Other Information
and, in doing so, consider whether the Other Information is
materially inconsistent with the consolidated financial statements
or our knowledge obtained in the audit or otherwise appears
to be materially misstated. If, based on the work we have
performed, we conclude that there is a material misstatement of
this Other Information, we are required to report that fact. We

have nothing to report in this regard.
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INDEPENDENT AUDITOR'S REPORT

REPORT ON THE AUDIT OF THE
CONSOLIDATED FINANCIAL STATEMENTS
(Continued)

Responsibilities of Directors and Those Charged with
Governance for the Consolidated Financial Statements

The directors are responsible for the preparation of the
consolidated financial statements that give a true and fair view in
accordance with HKFRSs issued by the HKICPA and the Hong
Kong Companies Ordinance, and for such internal control as
the directors determine is necessary to enable the preparation
of consolidated financial statements that are free from material

misstatement, whether due to fraud or error.

In preparing the consolidated financial statements, the directors
are responsible for assessing the Group’s ability to continue as a
going concern, disclosing, as applicable, matters related to going
concern and using the going concern basis of accounting unless
the directors either intend to liquidate the Group or to cease

operations, or have no realistic alternative but to do so.

Those charged with governance are responsible for overseeing

the Group’s financial reporting process.
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REPORT ON THE AUDIT OF THE
CONSOLIDATED FINANCIAL STATEMENTS
(Continued)

Auditor’s Responsibilities for the Audit of the Consolidated
Financial Statements

Our objectives are to obtain reasonable assurance about whether
the consolidated financial statements as a whole are free from
material misstatement, whether due to fraud or error, and to
issue an auditor’s report that includes our opinion. We report
our opinion solely to you, as a body, in accordance with our
agreed terms of engagement and for no other purpose. We do
not assume responsibility towards or accept liability to any other
person for the contents of this report. Reasonable assurance is
a high level of assurance, but is not a guarantee that an audit
conducted in accordance with HKSAs will always detect a
material misstatement when it exists. Misstatements can arise
from fraud or error and are considered material if, individually or
in the aggregate, they could reasonably be expected to influence
the economic decisions of users taken on the basis of these

consolidated financial statements.

As part of an audit in accordance with HKSAs, we exercise
professional judgment and maintain professional skepticism

throughout the audit. We also:

e |dentify and assess the risks of material misstatement of the
consolidated financial statements, whether due to fraud or
error, design and perform audit procedures responsive to
those risks, and obtain audit evidence that is sufficient and
appropriate to provide a basis for our opinion. The risk of
not detecting a material misstatement resulting from fraud is
higher than for one resulting from error, as fraud may involve
collusion, forgery, intentional omissions, misrepresentations,

or the override of internal control.
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INDEPENDENT AUDITOR'S REPORT

REPORT ON THE AUDIT OF THE
CONSOLIDATED FINANCIAL STATEMENTS
(Continued)

Auditor’s Responsibilities for the Audit of the Consolidated

Financial Statements (Continued)

Obtain an understanding of internal control relevant to
the audit in order to design audit procedures that are
appropriate in the circumstances, but not for the purpose of
expressing an opinion on the effectiveness of the Group’s

internal control.

Evaluate the appropriateness of accounting policies used
and the reasonableness of accounting estimates and related

disclosures made by the directors.

Conclude on the appropriateness of the directors’ use of the
going concern basis of accounting and, based on the audit
evidence obtained, whether a material uncertainty exists
related to events or conditions that may cast significant
doubt on the Group’s ability to continue as a going concern.
If we conclude that a material uncertainty exists, we are
required to draw attention in our auditor’s report to the
related disclosures in the consolidated financial statements
or, if such disclosures are inadequate, to modify our opinion.
Our conclusions are based on the audit evidence obtained
up to the date of our auditor’s report. However, future
events or conditions may cause the Group to cease to

continue as a going concern.
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INDEPENDENT AUDITOR'S REPORT

T S A B i

REPORT ON THE AUDIT OF THE
CONSOLIDATED FINANCIAL STATEMENTS
(Continued)

Auditor’s Responsibilities for the Audit of the Consolidated

Financial Statements (Continued)

° Evaluate the overall presentation, structure and content
of the consolidated financial statements, including the
disclosures, and whether the consolidated financial
statements represent the underlying transactions and events

in a manner that achieves fair presentation.

e Obtain sufficient appropriate audit evidence regarding the
financial information of the entities or business activities
within the Group to express an opinion on the consolidated
financial statements. We are responsible for the direction,
supervision and performance of the group audit. We remain

solely responsible for our audit opinion.

We communicate with those charged with governance regarding,
among other matters, the planned scope and timing of the
audit and significant audit findings, including any significant

deficiencies in internal control that we identify during our audit.

We also provide those charged with governance with a statement
that we have complied with relevant ethical requirements
regarding independence, and to communicate with them all
relationships and other matters that may reasonably be thought
to bear on our independence, and where applicable, related

safeguards.
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INDEPENDENT AUDITOR'S REPORT

REPORT ON THE AUDIT OF THE
CONSOLIDATED FINANCIAL STATEMENTS
(Continued)

Auditor’s Responsibilities for the Audit of the Consolidated
Financial Statements (Continued)

From the matters communicated with those charged with
governance, we determine those matters that were of most
significance in the audit of the consolidated financial statements
of the current period and are therefore the key audit matters.
We describe these matters in our auditor’s report unless law or
regulation precludes public disclosure about the matter or when,
in extremely rare circumstances, we determine that a matter
should not be communicated in our report because the adverse
consequences of doing so would reasonably be expected to

outweigh the public interest benefits of such communication.

McMillan Woods SG CPA Limited

Certified Public Accountants

WONG Wang Tai, Ilvan
Practising Certificate Number: P02900

Hong Kong
27 June 2018
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CONSOLIDATED STATEMENT OF PROFIT OR LOSS

For the year ended 31 March 2018 & Z=F—/\F=H=4+—HIFFZF

2018 2017
—Z2-N\F —E—tF
Notes HK$’000 HK$’000
B &t FET FET
Revenue ez 6 215,446 131,658
Cost of sales 55 B AR (117,745) (61,189)
Gross profit E7 97,701 70,469
Other income and expenses, net  EfhUg A RS - F%58 7 17,399 15,836
Selling and distribution expenses 5% k7 $#5 X (3,441) (654)
Legal and resumption expenses AR RIEEHE X (11,189) (23,047)
Administrative expenses THRX (40,841) (34,455)
Operating results LS 59,629 28,149
Finance costs Bl & B AR 8 (138,512) (18,527)
Profit before tax B 750 B g A 9 46,117 9,622
Income tax expense Frie s 10 (11,948) (8,032)
Profit for the year FERA 34,169 1,590
Profit/(loss) for the year EERAN(FE)
attributable to: BER:
Equity holders of the Company ZANYNEIE: EES TS DN 15,290 (9,779)
Non-controlling interest JEVE AR M = 18,879 11,369
34,169 1,590
HK Cents HK Cents
Al oAl
Earnings/(Loss) per share SRER(FE)
Basic BN 13 0.07 (0.07)
Diluted B 13 0.07 (0.07)
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CONSOLIDATED STATEMENT OF PROFIT OR LOSS AND OTHER COMPREHENSIVE INCOME
Ak A 4H 2 M L A 2 v WA 2R R

For the year ended 31 March 2018 #Z=F—/)/\F=H=4+—HI FZF

2018 2017
—E-N\F —E—+F
Notes HK$’000 HK$’000
it TERT FHET
Profit for the year FERA 34,169 1,590
Other comprehensive income FEHME2ERKE:
for the year:
Item that may be reclassified HERJEEF DR
subsequently to profit or loss BwmZHE
Exchange differences arising EmE NGB R A
from translation of financial MBEmEMEEZ
statements of overseas X =R
subsidiaries 11,302 (13,273)
Total comprehensive income/ FEZEBA (XA
(expense) for the year | 45,471 (11,683)
Total comprehensive income/ EEBA (X)) B
(expense) attributable to: BER:
Equity holders of the Company ARFEEFAEA 25,633 (22,829
Non-controlling interest FEFE IR AE 2 19,838 11,146
45,471 (11,683)
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CONSOLIDATED STATEMENT OF FINANCIAL POSITION
fk B W B IR DL AR

As at 31 March 2018 R=F—/\F=H=+—H

2018 2017
—g-N& —F—t%
Notes HK$’000 HK$’000
B i THER FET
NON-CURRENT ASSETS FRBEE
Property, plant and equipment Y BE k&EE 14 635,583 511,326
Prepaid land lease premium ERNTHEEEA 16 - 1,128
Mining rights related assets KR AR EE 15 57,102 52,660
Construction in process EREIE 14 53,790 2,634
746,475 567,748
CURRENT ASSETS RBEE
Inventories e 18 19,624 73,741
Deposits, prepayments and Ee BNRIER
other receivables H b YW BR I8 19 23,974 62,498
Cash and cash equivalents BeMReSEER 20 22,377 6,127
65,975 142,366
CURRENT LIABILITIES RBEE
Trade and other payables EREBESHEZF R
H fth & 518 21 102,172 133,927
Promissory notes A R 24 12,500 12,500
Tax payables FER LR 48,671 32,386
Bonds &5 23 18,074 19,687
Interest-bearing borrowings M EEE 22 3,876 23,371
Convertible bonds Al I 1E & 25 16,410 =
201,703 221,871
NET CURRENT LIABILITIES REBEETFEHE (135,728) (79,505)
GRAND T G GOLD HOLDINGS LIMITED
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CONSOLIDATED STATEMENT OF FINANCIAL POSITION

A B B AR LR

As at 31 March 2018 R=-F—/\F=H=+—H

2018 2017
—B-N\F —B—tfF
Notes HK$’000 HK$'000
i aF FEx FAIT
TOTAL ASSETS LESS HEERRBARE
CURRENT LIABILITIES 610,747 488,243
NON-CURRENT LIABILITIES kRBEE
Long term loans REFE 22 291,926 412,889
Deferred tax liabilities REFIEE E 34 2,258 =
294,184 412,889
NET ASSETS EEFE 316,563 75,354
CAPITAL AND RESERVES EXR#E
Share capital SN 26 89,807 53,794
Reserves {1 28(a) 198,164 12,806
Equity attributable to equity RARESZEFERA
holders of the Company FEGRER 287,971 66,600
Non-controlling interest JEER = 28,592 8,754
TOTAL EQUITY A 316,563 75,354

The financial statements on pages 94 to 203 were approved and

authorised for issue by the board of directors on 27 June 2018

and are signed on its behalf by:

Li Dahong
TRER
Director

EF
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CONSOLIDATED STATEMENT OF CHANGES IN EQUITY

5 2 i 25 5 ) ¢

For the year ended 31 March 2018 & Z=F—/\F=H=4+—HIFFZF

Attributable to equity holders of the Company

ARARERE AR
Foreign Retained
Issued currency Share  Convertible profit/ Non-
share Share  translation option bonds (Accumulated controlling
capital premium reserve reserve reserve losses)  Sub-Total interest Total
PBE BRE TRE REERR/
BEARE  RGEE ffE R EERE (RHER) Mt FERER @zt
HKS'000  HK$'000  HK$'000  HK$'000  HKS'000  HK$'000  HK$'000  HKS'000  HKS$'000
TEn TEn TEn TE7n TEn TER TEn TEn TER
At 1 April 2017 RZZ-+EMA-H 53,794 1,690,765 1,222 26,708 5036  (1,710,920) 66,600 8,754 75,354
Issuance of shares upon open offer AARZEERIRG 26,897 104,766 - - - - 131,663 = 131,663
Issuance of shares for debt capitalization 5t &# A AL TR 9,116 42,416 = = = - 51,532 = 51,532
Issuance of convertiole bonds EaakES = - - - 15,022 - 15,022 - 15,022
Deferred tax liability upon recognition of EHERARKEFERTIELL
equity component of convertible bonds  EEFAAE - - - - (2,479 - (2,479) - (2,479
Transaction with owner L EINT 36,013 147,182 12,543 195,738 195,738
Net profit the year EREN - - - - - 15,200 15,290 18,879 34,169
Other comprehensive income: Et2ERA:
Exchange differences arising RAEBINIBAR
from translation of financial BEBRFELL
statement of overseas EXER
subsidiaries - - 10,343 - - - 10,343 959 11,302
Total comprehensive income FERAMALE
for the year - - 10,343 - - 15,290 25,633 19,838 45,471
At 31 March 2018 R-E-N\¥=A=1+-H 89,807 1,837,947 11,565 26,703 17,579 (1,695,630) 287,971 28,592 316,563
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CONSOLIDATED STATEMENT OF CHANGES IN EQUITY

For the year ended 31 March 2018 #Z—ZF—/\F=A=+—HIFFE

Attributable to equity holders of the Company

ARAERFEAEE
Foreign Retained
Issued currency Share  Convertible profit/ Non-
share Share  translation option bonds  (Accumulated controlling
capital premium reserve reserve reserve losses)  Sub-Total interest Total

hEEE BRE  WAR RERN/
BEARE  ROEE EL #HE  BAEE (ZHER) I HRRER b
HK§000  HKS'000  HK$000  HKS000  HKS000  HKS'000  HK$O00  HK§00D  HKS'000
TAn  TER  TET TR TEx  TER  TEr  TEn  TER

At 1 April 2016 RZE-R"ENA-H 53,794 1,690,765 14,272 26,708 5036  (1,701,141) 89,429 (2,392 87,037
Net profit/loss) for the year FERR/ (BB)FE - - - - - 9779) 9779) 11,369 1,590
Other comprehensive income: Eip2EMA:
Exchange differences arising BERNHE AR
from translation of financial BBRRMELL
statement of overseas EXES
subsidiaries - - (13,050) - - - (13,050) (223) (18,273)
Total comprehensive income FEZENALE
for the year - - (13050) - - PTIY 2829 11146 (11,689
At 31 March 2017 RZE—+£=ZA=1+-H 53,794 1,690,765 1,222 26,708 5036  (1,710,920) 66,600 8,754 75,354
99 KRRV IR H]
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CONSOLIDATED CASH FLOWS STATEMENT

For the year ended 31 March 2018 & Z=F—/\F=H=4+—HIFFZF

2018 2017
—E-N\F —E—tF
Notes HK$’000 HK$’000
k2 FET FHET
CASH FLOWS FROM OPERATING REKETHNRERE
ACTIVITIES
Profit before tax R 356 A 4 A 46,117 9,622
Adjustments for: HATSIBIELAE:
Depreciation and amortisation W8 M 5 29,625 24,197
Bonds interest BHF B 1,294 520
Interest on loans BERA B 10,008 (6,441)
Gain on Waiver e (2,187) (8,555)
Interest on convertible bonds A]MEESF A 2,184 =
Loss on disposal of non-current asset HEIETEEE Z EE 27 -
Loss on issue of shares BITRMH 2 EE 6,837 =
Exchange difference P N =58 (19,151) =
Impairment loss on receivables & W S R B B 1B 1,074 =
Operating result before working REEESEBATH
capital changes REHE 75,828 19,343
Changes in inventories FEZF 59,053 37,010
Changes in deposits, prepayments e BARER
and other receivables H th & Y2 R TH & B (10,548) 3,626
Changes in trade and other payables BN E ZER KL
H fth & 1t BRI B &) (30,272) 13,603
Cash generated from operations REEBEEZRS 94,061 73,582
Oversea taxation paid 2 AEIN IR = -
Net cash generated from operating BEEEHEE L
activities e HER 94,061 73,582
CASH FLOWS FROM INVESTING RETHELEZHRERE
ACTIVITIES
Purchases of property, BEME BEMEE
plant and equipment (89,793) (27,200)
Expenditure on mining REERBEERX
rights related assets (717) (1,409)
Proceeds from disposal of property, HEME BERREZ
plant and equipment ZikCE e 268 =
Net cash (used in) investing activities REES (FTA) 2B LFE (90,242) (28,609)

GRAND T G GOLD HOLDINGS LIMITED
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CONSOLIDATED CASH FLOWS STATEMENT
HABEsmEL

For the year ended 31 March 2018 #Z —ZF

—NF=ZRA=+—HIUFE

2018 2017
=E-N\F —E—LF
Notes HK$’000 HK$’000
iFa TET FHET
CASH FLOWS FROM FINANCING MEIB2HERE
ACTIVITIES
Bank loans repaid BERRITER - (5,701)
Proceeds from loans REERWTERIE 26,508 59,340
Repayment of loans EEEX (145,581) (95,641)
Proceeds from open offer NHABEMEHKEA 131,664 -
Payment of convertible bond interest XA AR E S FE (251) -
Net cash generated from/(used in) BmEETE G,
financing activities (FrR) B & FE 12,340 (42,002)
NET CHANGE IN CASH AND CASH BR&RBRELZEHEHR
EQUIVALENTS BEFHE 16,159 2,971
Cash and cash equivalents at 1 April R A—HZ®RE K
HeFEEAR 6,127 3,277
Effect of foreign exchange rate EREE) B FE
changes, net 91 (121)
CASH AND CASH EQUIVALENTS R=A=+—-HZ2
AT 31 MARCH ReRAELEEEE 22,377 6,127
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CORPORATE INFORMATION
Grand T G Gold Holdings Limited (the “Company”) was

incorporated in the Cayman lIslands as an exempted
company with limited liability under the Companies Law,
Cap 22 (Law 3 of 1961, as consolidated and revised) of
the Cayman Islands. Its principal place of business in Hong
Kong is Unit 801, 8th Floor, Beautiful Group Tower 74-
77 Connaught Road Central, Central, Hong Kong. The
Company’s shares are listed on the Growth Enterprise
Market (the “GEM”) of The Stock Exchange of Hong Kong
Limited (the “Stock Exchange”).

The principal places of the business are in The People’s
Republic of China (“PRC”) and Hong Kong. The principal
activity of the Company is investment holding. Its
subsidiaries (together with the Company collectively referred
to as the “Group” hereinafter) are principally engaged in gold
exploration, mining and mineral processing. Details of the
activities of its principal subsidiaries are set out in note 17 to

the consolidated financial statements.

The financial statements are presented in Hong Kong dollars
(“HK$"), and the functional currency of the Company is HKS$,
with values rounded to the nearest thousand. The functional
currency of the group’s only operating subsidiary Tungguan
Taizhou Mining Company Limited (“Taizhou Mining”) is
Renminbi (“RMB”).
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

CORPORATE INFORMATION (continued)

The consolidated financial statements have been prepared
on a going concern basis notwithstanding the Group’s net
current liabilities of HK$136 million as at 31 March 2018.
However, in the opinion of the Directors, the Group is able
to maintain itself as a going concern in the coming year by
taking into consideration the arrangements which include,

but are not limited to, the following:

()  management will continue to control the operating
costs and spend more efforts to increase more revenue

with an aim to attain better operating cash flows; and

(i) the Company is in active fund raising,

Based on the aforesaid measures, the directors believe
that upon closure of the current round of fund raising, the
Company would significantly increase its current asset
position and liquidity and are satisfied that it is appropriate
to prepare these consolidated financial statements on a

going concern basis.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
kB S 5 A W R

2. ADOPTION OF NEW AND REVISED 2. HMFEIRLETEBHER
HONG KONG FINANCIAL REPORTING HZEA|
STANDARDS
In the current year, the Group has applied for the first time AEBERAFETAERBBE B SR
the following new and amended HKFRSs issued by the rREEMsEAASEEEFEANRB -
HKICPA, which are relevant to the Group’s operations and —t+tFUA-—ARABcFEHRREAEE
effective for the Group’s consolidated financial statements ZIRAB M B RRER L TG REIEE]
for the annual period beginning on 1 April 2017: BB HRELER
Amendments to Disclosure Initiative BB EL wETE
HKAS 7 F7RZIER]
Amendments to Recognition of Deferred BEBGFER WRRERERE
HKAS 12 Tax Assets for Unrealised F125R 2 &FT ZEERAEE
Losses
Amendments to Disclosure of Interests in FABRBMBERE BERHEMER
HKFRS 12 included in Other Entities ER T —pUF ZiE
Annual Improvements EZF—RFRA
to HKFRSs 2014-2016 Mz FEHEz
Cycle ERUBmERE

AIZE125% Z & &]

The application of these amendments in the current year RAFERAZSEILEGZSHEEHY
has had no material effect on the amounts reported in these BHREFMEBSERZEHREVBHRE
consolidated financial statements and disclosures set out in i BBEKEATE -

these consolidated financial statements.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
Ao B B 25 o M

ADOPTION OF NEW AND REVISED
HONG KONG FINANCIAL REPORTING

STANDARDS (continued)

The Group has not early applied the following new and

revised HKFRS that have been issued but are not yet

effective:

HKFRS 9

HKFRS 15

HKFRS 16
HKFRS 17
HKFRIC 22

HKFRIC 23

Amendments to
HKFRS 2

Amendments to
HKFRS 4

Amendments to
HKFRS 9

Amendments to
HKFRS 10 and
HKAS 28

Amendments to
HKAS 40

Amendments to HKFRSs

Financial instruments’

Revenue from Contracts
with Customers and the
related amendments’

Leases?

Insurance Contracts?

Foreign Currency
Transactions and
advance consideration’

Uncertainty over Income Tax
Treatments?

Classification and
measurement of
share-based payment
transactions’

Applying HKFRS 9 Financial
instruments with HKFRS

4 |nsurance contracts’

Prepayment Features with
negative compensation?

Sale or contribution of
assets between an
investor and its associate
or joint venture?

Transfers of Investment
property’

Annual Improvements to
HKFRSs 2014-2016
Cycle’
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ADOPTION OF NEW AND REVISED

HONG KONG FINANCIAL REPORTING

STANDARDS (continuea)

g Effective for annual periods beginning on or after 1 January
2018

: Effective for annual periods beginning on or after 1 January
2019

= Effective for annual periods beginning on or after a date to be
determined

& Effective for annual periods beginning on or after 1 January

2021

The directors anticipate that the adoption of the above
new standards, amendments and interpretations to existing
standards will not result in a significant impact on the results
and financial position of the Group except which is set out

below:

HKFRS 16 Leases

HKFRS 16 was issued in January 2016. It will result in
almost all leases being recognised on the statement of
financial position, as the distinction between operating and
finance leases is removed. Under the new standard, an
asset (the right to use the leased item) and a financial liability
to pay rentals are recognised. The only exceptions are short-

term and low-value leases.

The accounting for lessors will not significantly change.

GRAND T G GOLD HOLDINGS LIMITED 106
ANNUAL REPORT 2017/2018

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
kB S 5 A W R

ER#HITREETEBMER

HER (@)

L RZF-—NF—A—HEZEFHBHFE
H ] 4 3%

2 ROF-NF—HA—HAHZERHEHFE
H ] 4 3%

5 REFEHRLZ # Fiis i F R R £ A

¢ ROF-—F-F—HRAZERETFE
BRI 5%

E=FEHER LAMTER I RRE
B ZREBER T @Y ANEE X8 MUK
MAERERZE - TPl E RN

BERMBEHESEAE16REE
ERMBMEERNEISHREN T —RF
— R ZERBEHBABLOHER
BBERNERER RESKEHERRSE
HEZHHERBIERB R - RIFFFTER -
—HEE (ERBEEHEENEN) @A
B (XNEE) A TR a9 PISMER
REBLEEERE-

N

HEAGH IR EE AR -



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

ADOPTION OF NEW AND REVISED

HONG KONG FINANCIAL REPORTING
STANDARDS (continued)

HKFRS 16 Leases (Continued)

The standard will affect primarily the accounting for the
group’s operating leases. As at the reporting date, the
group has non-cancellable operating lease commitments of
HK$983,000. The group estimates that approximately 85%
of these relate to payments for short-term and low value
leases which will be recognised on a straight-line basis as an

expense in profit or loss.

However, the group has not yet assessed what other
adjustments, if any, are necessary for example because
of the change in the definition of the lease term and the
different treatment of variable lease payments and of
extension and termination options. It is therefore not yet
possible to estimate the amount of right-of-use assets and
lease liabilities that will have to be recognised on adoption of
the new standard and how this may affect the group’s profit

or loss and classification of cash flows going forward.

Mandatory for financial years commencing on or after 1
January 2019. At this stage, the group does not intend
to adopt the standard before its effective date. The group
intends to apply the simplified transition approach and will
not restate comparative amounts for the year prior to first

adoption.
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SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES

The financial statements have been prepared in accordance
with HKFRSs, accounting principles generally accepted in
Hong Kong and the applicable disclosures requirements
of the Hong Kong Companies Ordinance and the Rules
Governing the Listing of Securities on The GEM of the Stock
Exchange (the “GEM Listing Rules”).

The consolidated financial statements have been prepared
under the historical cost convention, as modified by the
revaluation of certain financial instruments which are carried

at fair value.

The preparation of financial statements in conformity with
HKFRSs requires the use of certain key assumptions
and estimates. It also requires management to exercise
its judgment in the process of applying the accounting
policies. The area involving critical judgement, and areas
where assumptions and estimates are significant to these
financial statements, are disclosed in note 4 to the financial

statements.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

3. SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (continuea)
The significant accounting policies applied in the preparation

of these financial statements are set out below:

(a) Basis of consolidation
The consolidated financial statements incorporate
the financial statements of the Company and entities
controlled by the Company (its subsidiaries) made
up to 31 March. Subsidiaries are entities over which
the Group has control. Control is achieved when the

company:

()  has power over the investee;

(i) is exposed, or has rights, to variable returns from

its involvement with the investment; and

(i) has the ability to use its power to affect its returns.

The existence and effect of potential voting rights that
are currently exercisable or convertible are considered

when assessing whether the Group has control.

Subsidiaries are fully consolidated from the date on
which control is transferred to the Group. They are de-

consolidated from the date the control ceases.

The gain or loss on the disposal of a subsidiary
represents the difference between the proceeds
of the sale and the Group’s share of its net assets
together with any goodwill relating to the subsidiary
which was not previously charged or recognised in
the consolidated statement of profit or loss and also
any related accumulated foreign currency translation

reserve.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
kB S 5 A W R

3. SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (continuea)

(@)

(b)

GRAND T G GOLD HOLDINGS LIMITED
ANNUAL REPORT 2017/2018

Basis of consolidation (Continued)

Inter-company transactions, balances and unrealised
profits on transactions between Group companies are
eliminated. Unrealised losses are also eliminated unless
the transaction provides evidence of an impairment
of the asset transferred. Accounting policies of
subsidiaries have been changed when necessary to
ensure consistency with the policies adopted by the

Group.

Non-controlling interests in the results and equity of
subsidiaries are shown separately in the consolidated
statement of profit or loss, statement of profit or
loss and other comprehensive income, statement of
changes in equity and statement of financial position

respectively.

Business Combination

The acquisition method of accounting is used to
account for all business combinations, regardless
of whether equity instruments or other assets are
acquired. The consideration transferred for the

acquisition of a subsidiary comprises the:

e  fair values of the assets transferred

° liabilities incurred to the former owners of the

acquired business

e equity interests issued by the group

e fair value of any asset or liability resulting from a

contingent consideration arrangement, and

e fair value of any pre-existing equity interest in the

subsidiary.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
Ao B B 25 o M

3. SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (continuea)

(b) Business Combination (Continued)

3. EXEBEME 2

(b) EHEH(F)

Identifiable assets acquired and liabilities and
contingent liabilities assumed in a business combination
are, with limited exceptions, measured initially at their
fair values at the acquisition date. The group recognises
any non-controlling interest in the acquired entity on an
acquisition-by-acquisition basis either at fair value or at
the non-controlling interest’s proportionate share of the

acquired entity’s net identifiable assets.

Acquisition-related costs are expensed as incurred.

The excess of the

° consideration transferred,

e amount of any non-controlling interest in the

acquired entity, and

e  acquisition-date fair value of any previous equity

interest in the acquired entity

over the fair value of the net identifiable assets acquired
is recorded as goodwill. If those amounts are less
than the fair value of the net identifiable assets of the
business acquired, the difference is recognised directly

in profit or loss as a bargain purchase.

Contingent consideration is classified either as equity
or a financial liability. Amounts classified as a financial
liability are subsequently remeasured to fair value with

changes in fair value recognised in profit or loss.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
kB S 5 A W R

3. SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (continuea)

(b) Business Combination (Continued)

(c)

GRAND T G GOLD HOLDINGS LIMITED
ANNUAL REPORT 2017/2018

If the business combination is achieved in stages,
the acquisition date carrying value of the acquirer’s
previously held equity interest in the acquiree is
remeasured to fair value at the acquisition date. Any
gains or losses arising from such remeasurement are

recognised in profit or loss.

Goodwill

Goodwill is measured as described in note 3(b).
Goodwill is not amortised but it is tested for impairment
annually, or more frequently if events or changes in
circumstances indicate that it might be impaired, and
is carried at cost less accumulated impairment losses.
Gains and losses on the disposal of an entity include
the carrying amount of goodwill relating to the entity

sold.
Capitalised goodwill arising on an acquisition of a

business is presented separately in the consolidated

statement of financial position.
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3. SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (continuea)
(c) Goodwill (Continued)

For the purposes of impairment testing, goodwill arising
from an acquisition is allocated to each of the relevant
cash-generating units, or groups of cash-generating
units, that are expected to benefit from the synergies
of the acquisition. A cash-generating unit to which
goodwill has been allocated is tested for impairment
annually, and whether there is an indication that the unit
may be impaired. For goodwill arising on an acquisition
in a financial year, the cash-generating unit to which
goodwill has been allocated is tested for impairment
When the

recoverable amount of the cash-generating unit is less

before the end of that financial year.

than the carrying amount of the unit, the impairment
loss is allocated to reduce the carrying amount of any
goodwill allocated to the unit first, and then to the other
assets of the unit pro rate on the basis of the carrying
amount of each asset in the unit. Any impairment loss
for goodwill is recognised directly in the consolidated
statement of profit or loss. An impairment loss for

goodwill is not reversed in subsequent periods.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

Aok 0 B 25 A M

3. SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (continuea)
(d) Revenue recognition
Revenue is measured at the fair value of the
consideration received or receivable and is recognised
when it is probable that the economic benefits will
flow to the Group and the amount of revenue can be

measured reliably as follows:

i) sales of gold concentrate and other metallic
products are recognised when the goods are
delivered and the risk and rewards of ownership

have passed to the customer;

i) interest income is recognised on a time proportion
basis taking into account the principal outstanding

and the interest applicable.

(e) Property, plant and equipment
Property, plant and equipment including buildings
held for own use which are situated on leasehold land
classified as held under operating leases are stated at
cost less accumulated depreciation and impairment

losses.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
Ao B B 25 o M

3. SUMMARY OF SIGNIFICANT 3. ERSHBRME &)

ACCOUNTING POLICIES (continuea)

(e) Property, plant and equipment (Continued) (e) ME -BMERRKE (&)

Cost of self-constructed properties are classified as
property, plant and equipment includes the cost of
materials, direct labour, the initial estimate, where
relevant, of the costs of dismantling and removing the
items and restoring the site on which they are located,

and an appropriate proportion of production overhead.

Gains or losses arising from the retirement or disposal
of an item of property, plant and equipment are
determined as the difference between the net disposal
proceeds and the carrying amount of the item and are
recognised in profit or loss on the date of retirement or

disposal.

Depreciation is calculated to write off the cost of items
of property, plant and equipment, less their estimated
residual value, if any, using the straight line method over

their estimated useful lives as follows:

—  Freehold land is not depreciated.

—  Buildings situated on freehold land are depreciated

over their estimated useful life, being no more than

50 years after the date of completion.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
kB S 5 A W R

3. SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (continuea)

(e)

GRAND T G GOLD HOLDINGS LIMITED
ANNUAL REPORT 2017/2018

Property, plant and equipment (Continued)
— Leasehold land classified as held under finance
leases is depreciated over the unexpired term of

lease.

— Buildings situated on leasehold land are
depreciated over the shorter of the unexpired term
of lease and their estimated useful lives, being no

more than 50 years after the date of completion.

—  Plant and machinery 10 — 30 years

Others 3 = 10 years

Where parts of an item of property, plant and
equipment have different useful lives, the cost of the
item is allocated on a reasonable basis between the
parts and each part is depreciated separately. Both the
useful life of an asset and its residual value, if any, are
reviewed annually.

An item of property, plant and equipment is
derecognised upon disposal or when no future
economic benefits are expected from its use. The
gain or loss on disposal or retirement of an asset is
the difference between the net sales proceeds and
the carrying amount of the relevant asset, and is
recognised in the consolidated statement of profit or

loss.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

3. SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (continuea)

(f)

(9)

Intangible assets

Intangible assets acquired separately and with finite
useful lives are carried at costs less accumulated
amortisation and any accumulated impairment losses.
Amortisation for intangible assets with finite useful
lives is provided on a straight-line basis over their
estimated useful lives. Alternatively, intangible assets
with indefinite useful lives are carried at cost less any

subsequent accumulated impairment losses.

Gains or losses arising from derecognition of an
intangible assets are measured at the difference
between the net disposal proceeds and the carrying
amount of the asset and are recognised in the
consolidated statement of profit or loss when the asset

is derecognised.

Mining rights

Mining rights with definite useful lives are carried at cost
less accumulated amortisation and any accumulated
impairment loss. Amortisation is provided using the unit
of production method based on the actual production
volume over the estimated total proved and probable

reserves of the ore.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
kB S 5 A W R

3. SUMMARY OF SIGNIFICANT 3. ERSHBRME &)

ACCOUNTING POLICIES (continuea)

(h) Exploration and evaluation assets (h)

BRRFEEE

GRAND T G GOLD HOLDINGS LIMITED
ANNUAL REPORT 2017/2018

These are stated at cost less impairment loss.
Exploration and evaluation assets included
topographical and geological survey drilling, exploratory
drilling, sampling and trenching and expenditure
incurred for the technical feasibility studies and incurred
to secure further mineralisation in the mine ore.
Expenditure incurred prior to obtaining the exploration
and evaluation rights to explore an area are written off
as expense as incurred. Once the technical feasibility
and commercial viability of extracting the mineral
resource had been determined and that the project
reaches development phase, exploration and evaluation
costs capitalised are amortised. If exploration property
is abandoned during the evaluation stage, the total

expenditure thereon will be written off.

Exploration and evaluation assets are assessed for
impairment when facts and circumstances suggest
that the carrying amounts of exploration and evaluation

assets may exceed its recoverable amount.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

3. SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (continuea)

(i)

Leasing

Leases are classified as finance leases whenever the
terms of the lease transfer substantially all the risks and
rewards of ownership to the lessee. All other leases are

classified as operating leases.

Assets held under finance leases are recognised as
assets of the Group at their fair value or, if lower, at
the present value of the minimum lease payments,
each determined at the inception of the lease. The
corresponding liability to the lessor is included in the
consolidated statement of financial position as a finance
lease obligation. Lease payments are apportioned
between finance charges and reduction of the lease
obligation so as to achieve a constant rate of interest
on the remaining balance of the liability. Finance lease
charges are charged directly to profit or loss, unless
they are directly attributable to qualifying assets, in
which case they are capitalised in accordance with the

Group’s general policy on borrowing costs.

Rentals payable under operating leases are charged
to profit or loss on a straight-line basis over the term
of the relevant lease. Benefits received and receivable
as an incentive to enter into an operating lease are
recognised as a reduction of rental expense on a

straight-line basis over the lease term.

Prepaid land lease payments under operating leases
are up-front payments to acquire long-term interests
in lessee-occupied properties. Prepaid land lease
payments are stated at cost less accumulated
amortisation and any impairment losses and are
amortised to the consolidated statement of profit or
loss over the remaining lease terms on a straight-line

basis.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
kB S 5 A W R

3. SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (continuea)

0

(k)

GRAND T G GOLD HOLDINGS LIMITED
ANNUAL REPORT 2017/2018

Impairment of tangible and intangible assets

At each reporting date, the Group reviews the
carrying amounts of its tangible and intangible assets
to determine whether there is any indication that
those assets have suffered an impairment loss. If the
recoverable amount of an asset is estimated to be
less than its carrying amount, the carrying amount
of the asset is reduced to its recoverable amount.
An impairment loss is recognised as an expense

immediately.

Where an impairment loss subsequently reverses,
the carrying amount of the asset is increased to the
revised estimate of its recoverable amount, but so
that the increased carrying amount does not exceed
the carrying amount that would have been determined
had no impairment loss been recognised for the asset
in prior periods. A reversal of an impairment loss is

recognised as income immediately.

Inventories
Gold Mining Division
Inventories are carried at the lower of cost and net

realisable value.

Cost is calculated using the weighted average cost
formula and comprises all costs of purchase, cost
of conversion and other costs incurred in bring the

inventories to their present location and condition.

Net realisable value is the estimated selling price in the
ordinary course of business less the estimated costs of
completion and the estimated costs necessary to make

to the sale.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

3. SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (continuea)

o

Financial instruments

Financial assets and financial liabilities are recognised
on the statement of financial position when a group
entity becomes a party to the contractual provisions
of the instrument. Financial assets and financial
liabilities are initially measured at fair value. Transaction
costs that are directly attributable to the acquisition
or issue of financial assets and financial liabilities
(other than financial assets and financial liabilities
at fair value through profit or loss) are added to or
deducted from the fair value of the financial assets or
financial liabilities, as appropriate, on initial recognition.
Transaction costs directly attributable to the acquisition
of financial assets or financial liabilities at fair value
through profit or loss are recognised immediately in

profit or loss.
Financial assets
(i) Classification
The group classifies its financial assets in the

following categories:

e financial assets at fair value through profit or

loss,

° loans and receivables,

° held-to-maturity investments, and

° available-for-sale financial assets.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

kB S 5 A W R

3. SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (continuea)

() Financial instruments (Continued)

Financial assets (Continued)

(i) Classification (Continued)
The classification depends on the purpose
for which the investments were acquired.
Management determines the classification of its
investments at initial recognition and, in the case
of assets classified as held-tomaturity, re-evaluates
this designation at the end of each reporting

period.

a. Financial assets at fair value through profit or
loss
The group classifies financial assets at
fair value through profit or loss if they are
acquired principally for the purpose of selling
in the short term, ie are held for trading. They
are presented as current assets if they are
expected to be sold within 12 months after
the end of the reporting period; otherwise
they are presented as non-current assets.
The group has not elected to designate any
financial assets at fair value through profit or

loss.

b. Loans and receivables
Loans and receivables are non-derivative
financial assets with fixed or determinable
payments that are not quoted in an active
market. If collection of the amounts is
expected in one year or less they are
classified as current assets. If not, they are
presented as non-current assets. The group’s
loans and receivables comprise of trade
and other receivables and cash and cash

equivalents.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

3. SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (continuea)

() Financial instruments (Continued)

Financial assets (Continued)

(i) Classification (Continued)

C.

Held-to-maturity investments
The group classifies investments as held-to-

maturity if:

e they are non-derivative financial assets

e they are quoted in an active market

e they have fixed or determinable

payments and fixed maturities

e the group intends to, and is able to, hold

them to maturity

Held-to-maturity financial assets are included
in non-current assets, except for those with
maturities less than 12 months from the
end of the reporting period, which would be

classified as current assets

Available-for-sale financial assets

Investments are designated as available-
for-sale financial assets if they do not have
fixed maturities and fixed or determinable
payments, and management intends to hold
them for the medium to long-term. Financial
assets that are not classified into any of
the other categories (at FVPL, loans and
receivables or held-to-maturity investments)
are also included in the available-for-sale

category.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
kB S 5 A W R

3. SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (continuea)

() Financial instruments (Continued)

Financial assets (Continued)

(i)

GRAND T G GOLD HOLDINGS LIMITED
ANNUAL REPORT 2017/2018

Reclassification

The group may choose to reclassify a non-
derivative trading financial asset out of the held for
trading category if the financial asset is no longer
held for the purpose of selling it in the near term.
Financial assets other than loans and receivables
are permitted to be reclassified out of the held
for trading category only in rare circumstances
arising from a single event that is unusual and
highly unlikely to recur in the near term. In addition,
the group may choose to reclassify financial
assets that would meet the definition of loans and
receivables out of the held for trading or available-
for-sale categories if the group has the intention
and ability to hold these financial assets for the
foreseeable future or until maturity at the date of

reclassification.

Reclassifications are made at fair value as of the
reclassification date. Fair value becomes the new
cost or amortised cost as applicable, and no
reversals of fair value gains or losses recorded
before reclassification date are subsequently
made. Effective interest rates for financial assets
reclassified to loans and receivables and held-
to-maturity categories are determined at the
reclassification date. Further increases in estimates
of cash flows adjust effective interest rates

prospectively.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
Ao B B 25 o M

3. SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (continuea)
() Financial instruments (Continued) ) &®MIAEE)
Financial assets (Continued) THEE (&)
(iii) 758 KA L BT

3. EXEBEME 2

(ii))  Recognition and derecognition

Regular way purchases and sales of financial
assets are recognised on trade-date, the date on
which the group commits to purchase or sell the
asset. Financial assets are derecognised when
the rights to receive cash flows from the financial
assets have expired or have been transferred and

the group has transferred substantially all the risks
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When securities classified as available-for-sale ENOBRITHEEZEFEL
are sold, the accumulated fair value adjustments H-ERHEME2EKREERZR
recognised in other comprehensive income are HAATEARRERTENSHE
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
kB S 5 A W R

3. SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (continuea)

() Financial instruments (Continued)

Financial assets (Continued)

(iv)  Measurement

At initial recognition, the group measures a
financial asset at its fair value plus, in the case of
a financial asset not at fair value through profit or
loss, transaction costs that are directly attributable
to the acquisition of the financial asset. Transaction
costs of financial assets carried at fair value

through profit or loss are expensed in profit or loss

Loans and receivables and held-to-maturity
investments are subsequently carried at amortised

cost using the effective interest method.

Available-for-sale financial assets and financial
assets at fair value through profit or loss are
subsequently carried at fair value. Gains or
losses arising from changes in the fair value are

recognised as follows:

e for ‘financial assets at fair value through profit
or loss’ — in profit or loss within other income

or other expenses
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
Ao B B 25 o M

3. SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (continuea)

3. EXEBEME 2

() Financial instruments (Continued) ) &®MIAEE)
Financial assets (Continued) THEE (&)
(iv) Measurement (iv) itE
e for available-for-sale financial assets that . ?Jﬁ%%?l\ﬁz%‘ﬂﬁﬂ’ﬂ%iﬁg’lﬁ%‘

FORHHESREE -
FEEzs- 10N 2 @JEF%’]E

are monetary securities denominated in a

foreign currency - translation differences

related to changes in the amortised cost of HEFNEZER MEE
the security are recognised in profit or loss ENHMEHANEMER
and other changes in the carrying amount are WA R

recognised in other comprehensive income

e for other monetary and non-monetary e HOoBAUHIEMNEME
securities classified as available-for-sale — in B RIFEEEEFES —RE
other comprehensive income. 2 EW AR -

Dividends on financial assets at fair value through
profit or loss and available-for-sale equity
instruments are recognised in profit or loss as part
of revenue from continuing operations when the

group’s right to receive payments is established.

Interest income from financial assets at fair value
through profit or loss is included in the net gains/
(losses). Interest on available-for-sale securities,
held-to-maturity investments and loans and
receivables calculated using the effective interest
method is recognised in the statement of profit or

loss as part of revenue from continuing operations.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
kB S 5 A W R

3. SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (continuea)

o

GRAND T G GOLD HOLDINGS LIMITED
ANNUAL REPORT 2017/2018

Financial instruments (Continued)

The group assesses at the end of each reporting period
whether there is objective evidence that a financial
asset or group of financial assets is impaired. A financial
asset or a group of financial assets is impaired and
impairment losses are incurred only if there is objective
evidence of impairment as a result of one or more
events that occurred after the initial recognition of the
asset (a ‘loss event’) and that loss event (or events)
has an impact on the estimated future cash flows of
the financial asset or group of financial assets that can
be reliably estimated. In the case of equity investments
classified as available-for-sale, a significant or
prolonged decline in the fair value of the security below
its cost is considered an indicator that the assets are

impaired.

Assets carried at amortised cost

For loans and receivables, the amount of the loss
is measured as the difference between the asset’s
carrying amount and the present value of estimated
future cash flows (excluding future credit losses that
have not been incurred) discounted at the financial
asset’s original effective interest rate. The carrying
amount of the asset is reduced and the amount of the
loss is recognised in profit or loss. If a loan or held-
to-maturity investment has a variable interest rate,
the discount rate for measuring any impairment loss
is the current effective interest rate determined under
the contract. As a practical expedient, the group may
measure impairment on the basis of an instrument’s fair

value using an observable market price.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

3. SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (continuea)

o

Financial instruments (Continued)

Assets carried at amortised cost (Continued)
If, in a subsequent period, the amount of the
impairment loss decreases and the decrease can
be related objectively to an event occurring after the
impairment was recognised (such as an improvement in
the debtor’s credit rating), the reversal of the previously
recognised impairment loss is recognised in profit or

loss.

Assets classified as available-for-sale

If there is objective evidence of impairment for
available-for-sale financial assets, the cumulative loss
— measured as the difference between the acquisition
cost and the current fair value, less any impairment loss
on that financial asset previously recognised in profit or
loss — is removed from equity and recognised in profit

or loss.

Impairment losses on equity instruments that were
recognised in profit or loss are not reversed through

profit or loss in a subsequent period.

If the fair value of a debt instrument classified as
available-for-sale increases in a subsequent period
and the increase can be objectively related to an event
occurring after the impairment loss was recognised in
profit or loss, the impairment loss is reversed through

profit or loss.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
kB S 5 A W R

3. SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (continuea)

() Financial instruments (Continued)

Financial liabilities

()

GRAND T G GOLD HOLDINGS LIMITED
ANNUAL REPORT 2017/2018

Convertible notes that contain an equity
component

Convertible notes that can be converted to equity
share capital at the option of the holder, where
the number of shares that would be issued on
conversion and the value of the consideration that
would be received at that time do not vary, are
accounted for as compound financial instruments
which contain both a liability component and an

equity component.

At initial recognition the liability component of
the convertible notes is measured at fair value
based on the present value of the future interest
and principal payments, discounted at the market
rate of interest applicable at the time of initial
recognition to similar liabilities that do not have a
conversion option. The equity component is initially
recognised at the difference between the fair value
of the convertible notes as a whole and the fair
value of the liability component. Transaction costs
that relate to the issue of a compound financial
instrument are allocated to the liability and equity
components in proportion to the allocation of

proceeds.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

3. SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (continuea)

o

Financial instruments (Continued)

Financial liabilities (Continueq)

(M)

Convertible notes that contain an equity
component (Continued)

The liability component is subsequently carried at
amortised cost. The interest expense recognised
in profit or loss on the liability component is
calculated using the effective interest method.
The equity component is recognised in the capital
reserve until either the note is converted or

redeemed.

If the note is converted, the capital reserve,
together with the carrying amount of the
liability component at the time of conversion, is
transferred to share capital and share premium as
consideration for the shares issued. If the note is
redeemed, the capital reserve is released directly

to retained profits.

(m) Trade and other receivables

Trade and other receivables are initially recognised

at fair value and thereafter stated at amortised cost

using the effective interest method, less allowance for

impairment of doubtful debts.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
kB S 5 A W R

3. SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (continuea)

(n)

(0)

(9]

GRAND T G GOLD HOLDINGS LIMITED
ANNUAL REPORT 2017/2018

Cash and cash equivalents

For the purpose of the consolidated cash flow
statement, cash and cash equivalents represent cash
at bank and on hand, demand deposits with banks and
other financial institutions, and short-term highly liquid
investments which are readily convertible into known
amounts of cash and subject to an insignificant risk of

change in value.

Borrowings

Borrowings are recognised initially at fair value,
net of transaction costs incurred. Borrowings are
subsequently stated at amortised cost; any difference
between the proceeds (net of transaction costs) and
the redemption value is recognised in the consolidated
statement of profit or loss over the period of the

borrowings using the effective interest method.

Interest-bearing borrowings are classified as current
liabilities unless the Group has an unconditional right to
defer settlement of the liability for at least 12 months

after the reporting date.

Trade and other payables

Trade and other payables are presented as current
liabilities unless payment is not due within 12 months
after the reporting period. They are recognised initially
at their fair value and subsequently measured at

amortised cost using the effective interest method.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
Ao B B 25 o M

3. SUMMARY OF SIGNIFICANT

ACCOUNTING POLICIES (continuea)
(q) Foreign currency translation ( HE@mE

3. EXEBEME 2

In preparing the financial statements of each individual
group entity, transactions in currencies other than the
functional currency of that entity (foreign currencies)
are recorded in the respective functional currency (i.e.
the currency of the primary economic environment in
which the entity operates) at the rates of exchanges
prevailing on the dates of the transactions. At each date
of the statement of financial position, monetary items
denominated in foreign currencies are retranslated at
the rates prevailing on the date of the statement of
financial position. Non-monetary items carried at fair
value that are denominated in foreign currencies are
retranslated at the rates prevailing on the date when
the fair value was determined. Non-monetary items that
are measured in terms of historical cost in a foreign

currency are not retranslated.

Exchange differences arising on the settlement of
monetary items, and on the translation of monetary
items, are recognised in profit or loss in the period in
which they arise. Exchange differences arising on the
retranslation of non-monetary items carried at fair value
are included in profit or loss for the period except for
differences arising on the retranslation of non-monetary
items in respect of which gains or losses are recognised
directly in equity, in which cases, the exchange

differences are also recognised in equity.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
kB S 5 A W R

3. SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (continuea)

(q) Foreign currency translation (Continued)

(r)

GRAND T G GOLD HOLDINGS LIMITED
ANNUAL REPORT 2017/2018

For the purposes of presenting the consolidated
financial statements, the assets and liabilities of the
Groups foreign operations are translated into the
presentation currency of the Company at the rate of
exchange prevailing at the reporting date, and their
income and expenses are translated at the average
exchange rates for the year, unless exchange rates
fluctuate significantly during the year, in which case,
the exchange rates prevailing at the dates of the
transactions are used. Exchange differences arising, if
any, are recognised as a separate component of equity
(the exchange reserve). Such exchange differences are
recognised in profit or loss in the period in which the

foreign operation is disposed of.

Borrowing costs

Borrowing costs incurred for the acquisition,
construction or production of any qualifying asset are
capitalised during the period of time that is required to
complete and prepare the asset for its intended use. A
qualifying asset is an asset which necessarily takes a
substantial period of time to get ready for its intended
use or sale. Other borrowing costs are expensed when

incurred.

Borrowing costs are capitalised as part of the cost
of a qualifying asset when expenditure for the asset
is being incurred, borrowing costs are being incurred
and activities that are necessary to prepare the asset
for its intended use or sale are being undertaken.
Capitalisation of borrowing costs ceases when
substantially all the activities necessary to prepare
the qualifying asset for its intended use or sale are

completed.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

3. SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (continuea)

(s) Employee benefits

()

(i)

(iii)

Short term employee benefits

Short term employee benefits are employee
benefits (other than termination benefits) that
are expected to be settled wholly before twelve
months after the end of the annual reporting period
in which the employees render the related service.
Short term employee benefits are recognised in
the year when the employees render the related

service.

Defined contribution retirement plan
Contributions to defined contribution retirement
plans are recognised in profit or loss when the

services are rendered by the employees.

Termination benefits

Termination benefits are recognised on the earlier
of when the Group can no longer withdraw the
offer of those benefits and when the Group
recognises restructuring costs involving the

payment of termination benefits.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
kB S 5 A W R

3. SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (continuea)

(s) Employee benefits (Continued)

(iv) Share-based payments

The fair value of share options granted to
employees is recognised as an employee cost
with a corresponding increase in a capital reserve
within equity. The fair value is measured at grant
date using the binomial lattice model, taking into
account the terms and conditions upon which
the options were granted. Where the employees
have to meet vesting conditions before becoming
unconditionally entitled to the options, the total
estimated fair value of the options is spread
over the vesting period, taking into account the

probability that the options will vest.

During the vesting period, the number of share
options that is expected to vest is reviewed. Any
resulting adjustment to the cumulative fair value
recognised in prior years is charged/credited to the
profit or loss for the year of the review, unless the
original employee expenses qualify for recognition
as an asset, with a corresponding adjustment to
the capital reserve. On vesting date, the amount
recognised as an expense is adjusted to reflect
the actual number of options that vest (with a
corresponding adjustment to the capital reserve)
except where forfeiture is only due to not achieving
vesting conditions that relate to the market price
of the company’s shares. The equity amount is
recognised in the capital reserve until either the
option is exercised (when it is included in the
amount recognised in share capital for the shares
issued) or the option expires (when it is released

directly to retained profits).
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

3. SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (continuea)

(t)

Taxation

The income tax expense or credit for the period is the
tax payable on the current period’s taxable income
based on the applicable income tax rate for each
jurisdiction adjusted by changes in deferred tax assets
and liabilities attributable to temporary differences and

to unused tax losses.

Current income tax

The current income tax charge is calculated on the
basis of the tax laws enacted or substantively enacted
at the end of the reporting period in the countries where
the company’s subsidiaries and associates operate
and generate taxable income. Management periodically
evaluates positions taken in tax returns with respect
to situations in which applicable tax regulation is
subject to interpretation. It establishes provisions where
appropriate on the basis of amounts expected to be

paid to the tax authorities.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
kB S 5 A W R

3. SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (continuea)

(t)

GRAND T G GOLD HOLDINGS LIMITED
ANNUAL REPORT 2017/2018

Taxation (Continued)

Deferred income tax

Deferred income tax is provided in full, using the liability
method, on temporary differences arising between the
tax bases of assets and liabilities and their carrying
amounts in the consolidated financial statements.
However, deferred tax liabilities are not recognised
if they arise from the initial recognition of goodwill.
Deferred income tax is also not accounted for if it
arises from initial recognition of an asset or liability in a
transaction other than a business combination that at
the time of the transaction affects neither accounting
nor taxable profit or loss. Deferred income tax is
determined using tax rates (and laws) that have been
enacted or substantially enacted by the end of the
reporting period and are expected to apply when the
related deferred income tax asset is realised or the

deferred income tax liability is settled.
Deferred tax assets are recognised only if it is probable

that future taxable amounts will be available to utilise

those temporary differences and losses.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

3. SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (continuea)

(t)

Taxation (Continued)

Deferred income tax (Continued)

Deferred tax liabilities and assets are not recognised for
temporary differences between the carrying amount and
tax bases of investments in foreign operations where
the company is able to control the timing of the reversal
of the temporary differences and it is probable that the

differences will not reverse in the foreseeable future.

Deferred tax assets and liabilities are offset when there
is a legally enforceable right to offset current tax assets
and liabilities and when the deferred tax balances relate
to the same taxation authority. Current tax assets and
tax liabilities are offset where the entity has a legally
enforceable right to offset and intends either to settle
on a net basis, or to realise the asset and settle the

liability simultaneously.

Current and deferred tax is recognised in profit or
loss, except to the extent that it relates to items
recognised in other comprehensive income or directly in
equity. In this case, the tax is also recognised in other

comprehensive income or directly in equity, respectively.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
kB S 5 A W R

3. SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (continuea)

(u) Provisions and contingent liabilities

(v)

GRAND T G GOLD HOLDINGS LIMITED
ANNUAL REPORT 2017/2018

Provisions are recognised for liabilities of uncertain
timing or amount when the Group has a present legal
or constructive obligation arising as a result of a past
event, it is probable that an outflow of economic
benefits will be required to settle the obligation and a
reliable estimate can be made. Where the time value
of money is material, provisions are stated at the
present value of the expenditures expected to settle the

obligation.

Where it is not probable that an outflow of economic
benefits will be required, or the amount cannot be
estimated reliably, the obligation is disclosed as a
contingent liability, unless the probability of outflow is
remote. Possible obligations, whose existence will only
be confirmed by the occurrence or non-occurrence
of one or more future events are also disclosed as
contingent liabilities unless the probability of outflow is

remote.

Related parties

(@) A person, or a close member of that person’s
family, is related to the group if that person:
(i)  has control or joint control over the group;

(i) has significant influence over the group; or

(i) is a member of the key management

personnel of the group or the group’s parent.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

3. SUMMARY OF SIGNIFICANT

ACCOUNTING POLICIES (continuea)
(v) Related parties (Continued)

(b) An entity is related to the group if any of the

following conditions applies:

(ii

(i)

(iv)

The entity and the group are members of the
same group (which means that each parent,
subsidiary and fellow subsidiary is related to
the others).

One entity is an associate or joint venture
of the other entity (or an associate or joint
venture of a member of a group of which the

other entity is a member).

Both entities are joint ventures of the same

third party.

One entity is a joint venture of a third entity
and the other entity is an associate of the
third entity.

The entity is a post-employment benefit plan

for the benefit of employees of either the

group or an entity related to the group.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

Aok 0 B 25 A M

3. SUMMARY OF SIGNIFICANT

ACCOUNTING POLICIES (continuea)
(v) Related parties (Continued)

(b) (Continued)

(vi) The entity is controlled or jointly controlled by

a person identified in (a).

(vii) A person identified in (a)(i) has significant
influence over the entity or is a member of the
key management personnel of the entity (or of

a parent of the entity).

(viii) The entity, or any member of a group of
which it is a part, provides key management
personnel services to the group or to the

group’s parent.

Close members of the family of a person are
those family members who may be expected to
influence, or be influenced by, that person in their

dealings with the entity.

GRAND T G GOLD HOLDINGS LIMITED
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
Ao B B 25 o M

3. SUMMARY OF SIGNIFICANT 3. EXEMBEME w)
ACCOUNTING POLICIES (continuea)
(w) Segment reporting (w) 22
Operating segments, and the amounts of each segment BEDH R BRERPA2RNE D

item reported in the financial statements, are identified
from the financial information provided regularly to the
group’s most senior executive management for the
purposes of allocating resources to, and assessing the
performance of, the group’s various lines of business

and geographical locations.

Individually material operating segments are not
aggregated for financial reporting purposes unless the
segments have similar economic characteristics and
are similar in respect of the nature of products and
services, the nature of production processes, the type
or class of customers, the methods used to distribute
the products or provide the services, and the nature of
the regulatory environment. Operating segments which
are not individually material may be aggregated if they

share a majority of these criteria.

Segment assets include all assets but corporate assets
which are not directly attributable to the business
activities of any operating segment are not allocated
to a segment, which primarily applies to the Group’s

headquarter.
Segment liabilities exclude corporate liabilities which are
not directly attributable to the business activities of any

operating segment and are not allocated to a segment.

No asymmetrical allocations have been applied to

reportable segments.
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SIGNIFICANT ACCOUNTING
JUDGEMENTS AND ESTIMATES

The preparation of the Group’s financial statements
requires management to make judgments, estimates and
assumptions based on past experience, expectations of
future events and other information. The key sources of
estimation uncertainty at the reporting date that may have
a significant risk of causing a material adjustment to the
carrying amounts of assets and liabilities within the next

financial year are disclosed below:

Impairment of trade and other receivables

Management regularly reviews the recoverability and/
or ageing of trade and other receivables. Appropriate
impairment for estimated irrecoverable amounts are
recognised in consolidated statement of profit or loss when

there is objective evidence that the asset is impaired.

In determining whether impairment loss is recognised,
the Group takes into consideration the ageing status
and the recoverability. Specific allowance is only made
for receivables that are unlikely to be collected and is
recognised on the difference between the estimated future
cash flow expected to receive discounted at the original

effective interest rate and its carrying value.

Useful lives of property, plant and equipment

In applying the accounting policy on property, plant and
equipment with respect to depreciation, management
estimates the useful lives of various categories of property,
plant and equipment. This estimate is based on the historical
experience of the actual useful lives of property, plant and
machinery of similar nature and functions. The estimated
useful lives reflect the management’s estimate of the period
that the Group intends to derive future economic benefits

from the use of the Group’s property, plant and equipment.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

SIGNIFICANT ACCOUNTING
JUDGEMENTS AND ESTIMATES (Continued)

Impairment of mining and exploration assets

The carrying value of mining and exploration assets is
reviewed for impairment when events or changes in
circumstances indicate that the carrying value may not
be recoverable in accordance with the accounting policy
as disclosed in note 3 to the financial statements. The
recoverable amount of these assets, or where appropriate,
the cash-generating unit to which they belong, is the
higher of its fair value less costs to sell and value in use.
In determining the value in use, estimation is made on the
expected future cash flows generated by these assets which
are discounted at a suitable discount rate to their present

value.

Mine resources and reserves

Mining rights and mining development assets are amortised
over the estimated useful lives of the mines in accordance
with the production plans of the entities concerned and the
mineral resources and reserves of the mines using the units

of production method.

The process of estimating the quantities of the Group’s gold
reserve and resources is inherently imprecise and represent
only approximate amounts because of the subjective
judgments involved in developing such information based
on available geological, geophysical, engineering and
economic data. These estimates may change substantially
as additional data from ongoing development activities
and production performance becomes available and as
economic conditions impacting mineral prices and costs

change.
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SIGNIFICANT ACCOUNTING
JUDGEMENTS AND ESTIMATES (Continued)

Valuation of convertible bonds

The directors use their judgement in selecting an appropriate
valuation technique for the Group’s convertible bonds which
are not quoted in an active market. Valuation techniques
commonly used by market practitioners are applied.
The fair value of the liability and equity components of
the convertible bonds are estimated by an independent
professional valuer based on their techniques. The fair value
of these components varies with different variables of certain
subjective assumptions. Any change in these variables so
adopted may materially affect the estimation of the fair value

of these components.

SEGMENT INFORMATION

Information is reported internally to the board of directors
of the Company (the “Board”), being the chief operating
decision maker, for the purposes of resource allocation and
assessment of segment performance focuses on the types

of goods delivered or services provided.

This is also the basis upon which the Group is organised
and specifically focuses on the Group’s operating divisions.
No operating segments identified by the Board have been
aggregated in arriving at the reporting segments of the

Group.

The directors primarily use a measure of profit after tax
to assess the performance of the operating segments.
However, the directors also receive information about the

segments’ revenue and assets on a monthly basis.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

SEGMENT INFORMATION (Continued)

The Group has identified the following reportable segments:

()  Exploration of gold mine which principally engages in
the operation of exploration, mining, processing and

sale of gold concentrate and related products.;

(i)  Corporation which principally engages in investment

holding.

Each of these operating segments is managed separately
as each of the product and service line requires different
resources as well as marketing approaches. All inter-

segment transfers are carried out at arm’s length prices.
Segment results do not include finance costs. Segment

assets and liabilities are allocated based on the operations

of the segments.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
kB S 5 A W R

5. SEGMENT INFORMATION (continued) 5. 7 EER (&)
Segment information by operating segments is presented as RIEEDHE D 2 D HBERZHAT
follows:
Year ended 31 March 2018 BE-_Z—\S=A=+—HLEFE
Gold Mining Corporate  Elimination Total
=40 b1 Efc) et
HK$’000 HK$’000 HK$’000 HK’000
FE T FExT FExT FET
Segment revenue: 7B A

Turnover for external REIPRFE 2=

customers 215,446 - - 215,446
Gross profit E A 97,701 - - 97,701
Other income and HEa A REY  FEE
(expenses), net 4,060 (269,308) 282,647 17,399
Operating expenses KEER (16,311) (39,160) - (55,471)
Segment results D EBELE 85,450 (308,468) 282,647 59,629
Finance costs A& B AR (8,261) (5,251) - (13,512)
Profit/(loss) before tax BrR&L AR A, (EE) 77,189 (813,719) 282,647 46,117
Income tax expense Fris®if > (12,169) 221 - (11,948)
Net profit (loss) for the year® € i ) (E518 ) &8 65,020 (313,498) 282,647 34,169
Segment assets DEEE 783,098 365,063 (335,711) 812,450
Segment liabilities nEBEE (694,718) (458,872) 657,703 (495,887)
Capital expenditure EENGR 89,770 23 = 89,793
Depreciation and e R
amortization 29,615 10 - 29,625
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

R B R I RE
SEGMENT INFORMATION (Continuea) 5. 7 EER (&)
Year ended 31 March 2017 BE-Z—+tHE=A=1+—HLEE
Gold Mining Corporate Elimination Total
=% 1oES ¥ 85 @z
HK$'000 HK$'000 HK$'000 HK’000
FHET FHxT FHT FHET
Segment revenue: pals
Turnover for external REMBRRE Z W=
customers 131,658 - - 131,658
Gross profit EH 70,469 = = 70,469
Other income and B ARBY  FEE
expenses, net 15,836 - - 15,836
Operating expenses KEBH (21,678) (36,478) = (58,156)
Segment results DEEE 64,627 (36,478) = 28,149
Finance costs & AR AR (15,775) (2,752) - (18,527)
Profit/(loss) before tax BR& AR A, (EE) 48,852 (39,230) = 9,622
Income tax expense Frisfimx (8,032) = = (8,032)
Net profit (loss) for the year & €& F| (E518) F 58 40,820 (39,230) = 1,590
Segment assets NEEE 703,156 1,782,011 (1,775,053) 710,114
Segment liabilities DEEE 685,073 270,099 (320,412) 634,760
Capital expenditure EARMAX 28,609 - - 28,609
Depreciation and e R
amortization 24,192 ® - 24,197
R4 P IR AT PR A7)
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

Aok 0 B 25 A M

5. SEGMENT INFORMATION (continuea) 5. oH&ER (&)
Geographical segments 3 35 5 ZP
The Group’s operations are located in Hong Kong and other REBEZEBUNREARF RIS -
parts of the PRC whereas the principal markets for the MAREEMZEEZMSEP R EEAMm
Group’s products are mainly located in other parts of the H[& o
PRC.
Segment information by geographical segments is presented Wi D EHE D 2 D BER 2T
as follows:
2018 2017
—E-NF —E—+tF
HK$’000 HK$’000
FTERT FHET
Segment revenue by REFFEME D 29 W
location of customers
PRC, excluding Hong Kong, FE(TEEEE-
Macau and Taiwan RPN B 215,446 131,658
215,446 131,658
Non-current assets RBEE
PRC, excluding Hong Kong, TE(TEEEE-
Macau and Taiwan WP N B 746,434 567,720
Hong Kong BE 41 28
746,475 567,748

Included in revenues are revenues of approximately HK$215

million (2017: HK$131 million) which arose from sales

to the Group’s largest customer. There is one customer

contributed 10% or more to the Group’s revenues for 2018

(2017: one).
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

22/ %
R B R I RE
REVENUE 6. W&
Revenue represents the net value of goods sold, net of trade Kb hEER 2 FE(ENRE ST
discounts and returns and various types of government M RERTRAESE ZBAMMNE (103
surcharges where applicable, and the value of services B))REHERBE ZEE:
rendered:
2018 2017
—E-NE —E—F
HK$’000 HK$’000
THER FET
Revenue W =
Sale of goods HEEm 215,446 131,658
215,446 131,658
R 4 4 AT L8 )
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7. OTHER INCOME AND EXPENSE, NET

7. EWARBX  FH#

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
kB S 5 A W R

2018 2017
—E-N\F —E—+F
HK$’000 HK$’000
TERT FHET
Gain on waiver of bond interest  #A % &5 F B ) B 873 -
Gain on waiver of bank BMERTERAE KR
loan interests - 6,441
Gain on waiver of long term HERAERN SRR
loan interests 796 8,555
Bank interests income HRITH B WA 3 7
Overprovision of expenses 7 SZ B RE R 3,574 1,012
Government grant 5 %8 B 476 279
Exchange gain PE 5 U 2= 19,151 -
Gain on waiver of PR EZH A MR
former director’s remuneration 517 -
Loss on disposal of property, HEWE BERRENEISE
plant and equipment (27) -
Loss on extinguish the financial ~ F#BEROREHHEEREEN
liability through share E5 18
subscription (6,837) -
Impairment loss on receivables FE W IR BB B 1B (1,074) =
Others Hh (53) (458)
17,399 15,836
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
Ao B B 25 o M

FINANCE COSTS il & B A

2018 2017
—E-N\F —E—+F
HK$’000 HK$’000
TERT FHET
Interest on bank borrowing RITIEEF A - 71
Interest on bonds BEHF B 1,294 520
Interest on convertible bond AT EST A 2,184 =
Interest on short term loans HEERF L 1,747 2,233
Interest on long term loans REBERFE 8,261 15,703
Others HAh 26 -
Finance costs A& A AR 13,512 18,527
There is no capitalisation of borrowing cost during the year HE_Z—-N\GRZZ2—+tF=HA=1+—

ended 31 March 2018 and 2017. REEEHEENMEERERA-
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PROFIT BEFORE TAX

The Group’s profit before tax is arrived at after charging the

following:

B Bt A1 2 Al

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
kB S 5 A W R

AEBZBEHRADEN DEHR TR RE

51| B -

2018 2017
—E-NF —E—+tF
HK$’000 HK$’000
FTERT FHET
Cost of inventories sold BEEFERA 117,745 61,189
Auditors’ remuneration** % B 6D B & 1,664 1,000
Amortisation of mining rights RUEEEEEE#H
related assets 2,267 830
Amortisation of prepaid land T8 5 1 3 FH & FRE # 4
lease premium 1,189 -
Depreciation* weE" 26,169 23,367
Operating lease rentals in respect BT REF 2 KEHE
of land and buildings e 851 276
Staff costs including directors’ EIRXK (BEEEFH) :
emoluments:
Salaries, wages, allowances and ¥& - T&  FBREWF
benefits in kind 17,025 9,835
Retirement benefits scheme RIKAE I ET B K
contributions 1,072 290
Staff costs BIRAK 18,097 10,125

* HK$324,000 (2017: HK$11,448,000) are included in
administrative expenses and HK$25,845,000 (2017:
HK$11,919,000) are included in cost of sales.

o HK$664,000 was incurred for the audit of the subsidiaries.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

PN 20y
R B R I RE
10. INCOME TAX EXPENSE 10. FRSEBIBEX
2018 2017
—Z-N\F —E—tF
HK$’000 HK$’'000
FTHExT FET
Current tax - overseas B HA B 18 — 8 Sb
Provision for the year REE R 12,169 8,032
Deferred tax — Hong Kong EEHRE-&#
Credited to profit & loss (Note 34) zt A3825 (HfsE34) (221) =
Income tax expense PSR X 11,948 8,032
No provision for Hong Kong profits tax has been made as HREBEZE_FT-—N\EFER=ZE—+tF=H
the Group did not generate any assessable profits arising =+ —ALFEVETEEBEETMER
in Hong Kong during the years ended 31 March 2018 and FRF A E@MY EREBFEHIEL
2017. B
Under the Law of the PRC on Enterprise Income Tax (the RIBFBREMERIE ([DEMBHIE])
“EIT Law”) and Implementation Regulation of the EIT Law, REEMEBRIEZERGHN  PEHBA
the tax rate of the PRC subsidiaries is 25%. Al 2 & B25% °
R 4 4 AT L8 )
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
kB S 5 A W R

10. INCOME TAX EXPENSE (Continued) 10. FREHBEA < (&)

Pursuant to the Notice of the Ministry of Finance, B4 B(P
BRMEERFREAEENRARABRAINAFEEREGH
BB EEENBA (P (2011) 585%) (transliterated
as General Administration of Customs and the State
Administration of Taxation on the Issues of Preferential
Taxation Policies for Further Implementing the Western
Development Strategy (Cai Shui 2011 No. 58)*), from
1 January 2011 to 31 December 2020, the enterprises
in the western region, which engaged in encouraged
industries as indicated in the 78 3BHh (@ & E) 48 E % B &
(transliterated as Catalogue of Encouraged Industries of
Western Region*) and EXEAEAEEE B 8 (20115 4)
({E1E) (transliterated as Catalogue of Industrial Structure
Adjustment Guidance (2011 Revised)") (X #E X E %
20134 52157 ) (transliterated as National Development
and Reform Commission Order 2013 No. 21%) and which
derive 70% of their operating income from the encouraged

industries could apply for a tax incentive.

After getting in-charge tax bureau’s approval, those
enterprises could enjoy a reduced EIT rate of 15% from the
statutory EIT rate of 25%.

The company’s operating subsidiary Taizhou Mining has
been granted a reduced EIT rate of 15% from year 2015 to
2020.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
Ao B B 25 o M

10. INCOME TAX EXPENSE (continued) 10. T B (&)
The reconciliation between the income tax expense and FrisfiA B EAMRETE 2R T
accounting profit at applicable tax rates: ME RN
2018 2017
—E-NF —T—+tF
HK$’000 HK$’000
FERT FHET
Profit before tax B 75 Al g A 46,117 9,622
Tax at the applicable tax rate in ~ Z & B @AM R E 21\
Hong Kong 7,609 1,688
Tax effect of non-deductible TAIMB RS 2 MG &
expenses 8,974 855
Tax effect of non-taxable income HBEZEHR WA 2 FHE £ (4,049) =
Effect of different tax rates of EHMADERREEEL 2
subsidiaries operating in other MEBARTRME 2 &
jurisdictions (586) (784)
Tax effect of tax losses not AERTEEBEBRZ NG E
recognised - 6,373
Income tax expense EikEREER 11,948 8,032
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

Aok 0 B 25 A M

11. DIRECTORS’ REMUNERATION AND FIVE

HIGHEST PAID EMPLOYEES

(a) Directors

Details of the remuneration of directors of the Company

are as follows:

(@ E=

MNEEFMREERSFES

ARREFZHMFBAOT :

Salaries, Retirement
allowances benefit
and benefits scheme
Fees in kind contributions Total
Fe MR RIREF
bk BEYA & B a5t
HK$’000 HK$’000 HK$’000 HK$’000
FHET FHET FET FTET
For the year ended BE-Z—N\F
31 March 2018 =A=+—H
LLFE
Executive directors: HTES:
Feng Jun (i) 5 (i) 404 1,596 9 2,009
Jiang Zhiyong (iv) BEB(v) - 2,143 - 2,143
Li Dahong FR% 1,786 900 18 2,704
Ma Xiaona (ii) 5 Rz 97 (i) 1,918 - 7 1,925
Wang Hong Yin (vi) 7R & (Vi) 115 - 3 118
4,223 4,639 37 8,899
Independent non- BYKBITES:
executive directors:
Orr Joseph Wai Shing (iii) 17 {& # (iii) - 585 - 585
Jiang Quanming =28 248 500 - 748
Guo Wei B 248 500 - 748
Lam Albert Man Sum (v) #REE (V) 101 - - 101
597 1,585 - 2,182
4,820 6,224 37 11,081
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
Ao B B 25 o M

11. DIRECTORS’ REMUNERATION AND FIVE MNESFHREEESHFES

HIGHEST PAID EMPLOYEES (continued) (%)
(a) Directors (Continued) (@ BEE(#&)
Salaries, Retirement
allowances benefit
and benefits scheme
Fees in kind  contributions Total
e 2R RIKEF
e EWMH & FrEIH R A&t
HK$ 000 HK$’000 HK$’000 HK$’000
FAT FAT FAT FAT
For the year ended 31 EHBZE=-ZT—t#&
March 2017 =A=+—H
ILFEE
Executive directors: HITES:
Feng Jun (i) HE() - 1,500 19 1,519
Jiang Zhiyong (iv) B E(v) = 300 = 300
Li Dahong TRE = 1,500 19 1,519
- 3,300 38 3,338
Non-executive EHITES:
directors:
Ma Xiaona (ii) 55 BB (ii) 160 - - 160
160 - - 160
Independent non- BYKHITES:
executive directors:
Orr Joseph Wai Shing (iii) 17 {8 & (iii) 160 - = 160
Jiang Quanming =2 160 - - 160
Guo Wei 2[3Z 148 - - 148
468 - - 468
628 3,300 38 3,966
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Tt T ) UREH



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
kB S 5 A W R

11. DIRECTORS’ REMUNERATION AND FIVE
HIGHEST PAID EMPLOYEES (Continued)

(a) Directors (Continued)

(i)

(ii

(ii)

(iv)

GRAND T G GOLD HOLDINGS LIMITED
ANNUAL REPORT 2017/2018

Mr. Feng Jun was appointed as executive director on 24

February 2016, and retired on 11 September 2017.

Ms. Ma Xiaona was appointed as a non-executive
director on 13 September 2017, and re-designated as

executive director on 13 September 2017.
Mr. Orr Joseph Wai Shing was appointed as independent

non-executive director on 22 December 2008, and

retired on 11 September 2017.

Mr. Jiang Zhiyong was appointed as executive director

on 24 February 2016, and resigned on 27 October 2017.

Mr. Lam Albert Man Sum was appointed as non-

executive director on 8 December 2017.

Mr. Wang Hongyin was appointed as executive director

on 18 December 2017.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
Ao B B 25 o M

11. DIRECTORS’ REMUNERATION AND FIVE MNESFHREEESHFES

HIGHEST PAID EMPLOYEES (continued) (%)
(b) Five highest paid employees b) EEESHES
The five highest paid individuals for the year included RAFEE AEARFALTEBERA
five (2017: three) directors whose remuneration are TE—LFZR)ES BEZMH
included above. There is no emolument of (2017: two) CEFREX -TERAERSFE
individual shown in the five highest paid employees: BR2IEANS (ZE—+tF: W
%)
2018 2017
ZE-N\F —ET—+tF
HK$’000 HK$’000
FER FHET
Salaries, allowances and Fe EMREMH =
benefits in kind = 469
Retirement benefits scheme RIKAE B ET &I K
contributions - 9
- 478
The number of the non-director highest paid individuals MENTFTHEECHFESESHA
whose emoluments fell within the following band is as T2 AT
follows:
2018 2017
—E-N\F —E—+F
HK$’000 HK$’000
TERT FHET
Nil to HK$1,000,000 = 21,000,000/ 7T - 2
HK$1,000,001 - HK$1,500,000 1,000,001 T2
1,500,000/% 7T = -
1o ey



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

Aok 0 B 25 A M

11. DIRECTORS’ REMUNERATION AND FIVE

HIGHEST PAID EMPLOYEES (Continued)

(b) Five highest paid employees (Continued)
During the year, no remunerations were paid by
the Group to the directors or the five highest paid
individuals as an inducement to join or upon joining
the Group or as compensation for loss of office. No
directors of the Company waived or agreed to waive

any remunerations during the year.

12. DIVIDEND

No dividend has been paid or proposed by the Company for
the years ended 31 March 2018 and 2017.

13. EARNINGS/(LOSS) PER SHARE

The calculation of the basic and diluted earnings/(loss) per
share attributable to the equity holders of the Company is

based on the following:

Basic

MNEEFMREIERRESFES

(%)

(b)

TEREHER (&)
AEERFRALENME TFTERNL
TEEEHFAL ERAMBAREEK
A0 BE AN 5% 1B 7 22 Y s 1 D B4R
BE-ARBESRFANMENENXA
EHELAME -

12. RE

B=E
SHis

B N\ERE—tFE=ZA=+—
FE AR F L EIRMS TR S -

13.8REBR, (FH#A)

ZIN/N

AIESHEAREEBREAREER

A (B8R DRATER REEHE

2

2018 2017
ZE-N\F —T—+tF
Profit/(loss) attributable to the RAGIERTTA ARG
equity holders of the Company wH (EE)
(HK$°000) (FX%7T) 15,290 (9,779)
Weighted average number of EEITERR 2 I T8
ordinary shares in issue (F4z)
(in thousands) 20,899,358 13,448,488
Basic earnings/(loss) per share BREARRF, (EE)
(HK cents) @:: 31D 0.07 (0.07)
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

13. EARNINGS/(LOSS) PER SHARE (Continued)

Diluted

Diluted earnings/(loss) per share is calculated by adjusting
the weighted average number of ordinary shares outstanding
to assume exercise/conversion of all dilutive potential
ordinary shares. The Company has 2 categories of dilutive
potential ordinary shares: share options (Note 27(ii)) and

convertible bond (Note 25) (2017: 1 category share option).

For the share options, a calculation is done to determine
the number of shares that could have been acquired at
fair value (determined as the average market price of the
Company’s shares during the year) based on the monetary
value of the subscription rights attached to the outstanding
share options. The number of shares calculated above
is compared with the number of shares that would have
been issued assuming the exercise of the share options.
Hence, the share options have a dilutive effect only when
the average market price of ordinary shares during the year

exceeds the exercise price of the share options.

For the convertible bonds, they are assumed to have been
converted into ordinary shares, and the profit attributable to
the equity holders of the Company is adjusted to eliminate

the interest expenses of the convertible bonds.
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At BERERENFREARFHMES
ERRBRETEER SR EEME-
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
kB S 5 A W R

13. EARNINGS/(LOSS) PER SHARE (Continued) 13.8RER,(&EE) »)
Diluted (Continued) #E(E)
The computation of diluted earnings per share for the year BRARABREZITEEBBFEAT
ended 31 March 2018 did not assume the exercise of the B EUHAERE_ZT-—NF=A=+—
Company'’s outstanding share options since the Company’s BIEFEZBRESERANTEREEART
the exercise price of the share options exceeds the average M ARITEEREEITE

market price.

The computation of diluted earnings per share for the years HEBE—_ZT - \F=ZA=1+—HLFE
ended 31 March 2018 did not assume the conversion of ZEREBERENYERRITRRESESE
convertible bonds because the conversion will have an anti- B REAAEHERBEARBETE-

dilutive effect.

The computation of diluted earnings/(loss) per share for the HRARRBROEEERD T ETE -
year ended 31 March 2017 did not assume the exercise WsrEsEE—_T—+tF=A=+—HLHF
of the Company’s outstanding share options since the BEZEREBERT(FE) TEREAD
Company'’s shares were suspended in listing and there is no R ARITEEREEITE -

market price for the shares.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
Ao B B 25 o M

14. PROPERTY, PLANT AND EQUIPMENT

14. 9% BERRXE

31 March 2018 —E2-N\F=ZA=+-—H
Furniture,
fixtures
Mine Plant and and office Motor Construction
properties machinery  equipment vehicles Sub-Total in progress Total
BER HA 2ER
BENE B WARE RE it ERIE o
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
Fi#T TR THT TR T T FHL
Cost or valuation BASHEE
At 31 March 2016 RZE-~"§=R=+-H 700,077 12,692 156 1,533 714,458 - 714,458
Additions NE 24,208 246 34 - 24,483 2,117 27,200
Disposals LE - - - - - - -
Currency realignment EHRE (42,222) (760) Y] 91) (43,080) (83) (43,163)
At 31 March 2017 RZZ-tE=R=1-H 682,058 12,178 183 1,442 695,861 2,634 698,495
Additions NE 87,085 361 23 1,236 88,705 51,890 140,595
Disposals HE - (208) - (356) (564) S (564)
Transfer to plant and machinery EHZHERESR - 3,493 - S 3,493 (3,499) =
Currency realignment BEHRE 78,041 1,500 12 193 79,746 2,759 82,505
At 31 March 2018 RZE-NF=R=1-H 847,184 17,324 218 2,515 867,241 53,790 921,031
Accumulated depreciation ~ BiHTE
At 31 March 2016 RZE-~E=f=1-H 161,883 9,253 138 802 172,076 - 172,076
Charge for the year KEETH 22,006 1,205 12 144 23,367 S 23,367
Currency realignment EHAZ (10,264) (585) (7) (52) (10,908) - (10,908)
As 31 March 2017 R-Z-t¥=A=+-H 173,625 9,873 143 894 184,535 - 184,535
Charge for the year KEETH 24,763 1,303 17 86 26,169 - 26,169
Written back for disposal REERED - (106) - (172) (278) S (278)
Currency realignment ERAE 19,999 1,129 12 92 21,232 - 21,232
As 31 March 2018 R-E-N\E=ZB=1-AH 218,387 12,199 172 900 231,658 - 231,658
Carrying amount: REE:
At 31 March 2018 R-E-N\E=ZB=1-H 628,797 5,125 46 1,615 635,583 53,790 689,373
At 31 March 2017 RZE-+F=A=+-H 508,433 2,305 40 548 511,326 2,634 513,960
165 R 1 A e B2 )
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

kB S 5 A W R

15. MINING RIGHTS RELATED ASSETS

15. RIBEREAEEE

HK$'000
FHET
Cost 2%
At 31 March 2016 R-E—-XR"E=HA=+—H 63,651
AddItIOﬂS //J\\E 1,409
Exchange realignment bE 3 8 B (3,815)
At 31 March 2017 R-E—+tH&E=A=+—H 61,245
Additions INE 1,088
Exchange realignment bE 5 FE B 6,663
At 31 March 2018 RZE—NF=ZA=+—H 68,996
Accumulated amortisation Rit#s -
At 31 March 2016 RZEBE—RF=ZA=+—H 8,271
Provision during the year FEBE 830
Exchange realignment ME 3, o B (516)
At 31 March 2017 RZE—+F=ZA=+—H 8,585
Provision during the year FEEE 2,267
Exchange realignment ME X 3 B 1,042
At 31 March 2018 R=-ZE-NF=A=+—H 11,894
Carrying amounts REE
At 31 March 2018 RZE-—NF=ZA=+—H 57,102
At 31 March 2017 RZE—EF=H=+—8H 52,660

GRAND T G GOLD HOLDINGS LIMITED
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

15. MINING RIGHTS RELATED ASSETS

(Continued)
Mining rights related assets represent the cost of exploration

permits and mining rights permits.

As at 31 March 2018, the Group’s exploration permit with
no. of T611200805020066667 was expired on 21 January
2017 and up to the date of this report, the Group was still in
the process of the application of renewal of the exploration
permit. The directors were of the opinion that the Group
would be successful in the renewal for the exploration
permit. However, the relevant government authorities had
the discretion of approving the renewal or not. The directors
are not in a position to quantify or estimate the impact thus

incurred.

The mining right permit with certificate No.
C6100002014084120135479 will be expired on 18 August
2018.

The mining right permit with certificate
No.C6100002010124120103609, which covers an area
of 0.04 square kilometers, is still in extension application.
The directors were of the opinion that the Group would
be successful in the renewal for the mining right permit.
However, the relevant government authorities had the
discretion of approving the renewal or not. The directors
are not in a position to quantify or estimate the impact thus

incurred.
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15. RBEEBEE (#)

RIZFEE R B E S FABRAT 1] 38 MORTBAERT
AJREZ AR

RZZE—NEZA=Z+—R0 AEERR
AT611200805020066667 H #h 1% #F 7] &
PR E—+F—F-t+—BEM ME
EAREAS AEBNERBEEZHY
RAAE -BEERA AEBBEXNEE
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MRERFIFECR_E—NFENA TN
B W e
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
Aok 0 B 25 A M

16. PREPAID LAND LEASE PREMIUM 16. AT HEEER
HK$’000
FAT
Cost 2%
At 31 March 2016 R-EB-RE=ZA=+—H 1,199
Exchange realignment ME W B (71)
At 31 March 2017 R=-ZE—tF=A=+—H 1,128
Exchange realignment PE 3 8 B 121
At 31 March 2018 R-ZE—-—NE=ZA=+—H 1,249
Accumulated amortisation HEtEeH -
At 31 March 2016 RZZE-RF=A=+—H -
Provision during the year FEEE S
Exchange realignment ME W R -
At 31 March 2017 R-ZE—+F=A=+—H -
Provision during the year FEREE 1,189
Exchange realignment ME W B 60
At 31 March 2018 R=ZE-NF=ZA=+—H 1,249
Carrying amounts BREE
At 31 March 2018 RZE-NF=ZA=+—H -
At 31 March 2017 R_ZE—+tF=A=+—H 1,128
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
Ao B B 25 o M

17.INTERESTS IN SUBSIDIARIES 17. B A =

Company AT
2018 2017
—2-N\F —E—tf
HK$’000 HK$’000
FH& T FAT
Unlisted shares, at cost IELEMRR G, IR E - -
Amounts due from subsidiaries A ENETE @] 116,071 354,179
116,071 354,179

Notes: izt -

(@) Particulars of the Company’s subsidiaries are as follows:

(i)

(b)  The amounts due from subsidiaries are unsecured, interest

(a)

Particulars of the Company’s subsidiaries as at 31 March

2018 are follows:

Company name

Place and date of
incorporation/
establishment

Issued and fully
paid up capital/
registered capital

ARBMBRRZHBET

() RZBE-—NF=ZRA=+—BEKRFIHK
BRARZFHBWAT:

Percentage of equity
interest attributable

to the Company

Principal
activities and
place of operations

B3 BERARBERE AR TS
DNRER Rk A HMER REBDL TEXBREEDH
Direct % Indirect %
BEHE% % %
SSC Mandarin Mining British Virgin Islands 1 ordinary share of 100 - Investment holding
Investment Limited 2 October 2007 US$1 each in Hong Kong
XEHHBERE EBRUES 1RERIET EERREER
BRAR “ET+FTAZH 2 EBR
T G Mining Asia Limited Hong Kong 2,000,000 ordinary - 100 Investment holding
ESBETMERRA 9 November 2005 shares of in Hong Kong
) HK$1 each EREBREER
—TTRE+—-ANA 2,000,000
SRIBTZ
SSC Sino Gold Mining PRC Registered and - 90 Investment holding
Investment Company 5 February 2004 paid-up capital of in the PRC
Limited i US$7,000,000 EHEREER
XEDE (ER)BERE —TTME_AEA 7,000,000% 7T
BERERAF AMEARR
HRBRA
Tongguan Taizhou Mining PRC Registered and = 72 Exploration, mining and
Company Limited 29 June 2004 paid-up capital mineral processing
ERBAMNEE i RMB10,000,000 BB REREDMNT
BEREAEAT ZZTMFERAZTAR  AR#10,000,0007T
AMEARR
HEBRA

free and have no fixed terms of repayment.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
kB S 5 A W R

18. INVENTORIES 18. 7 &
2018 2017
—F-N\F —B—+F
HK$’000 HK$’000
FTHExT F&T
Raw material R R 151 145
Work in progress 8 m = -
Finished goods BIK o 19,473 73,596
19,624 73,741

The carrying amount of inventories that were carried at lower
of cost or net realisable value amounted to approximately
HK$19,624,000 (2017: HK$73,741,000).

The cost of inventories recognised as expense and included
in ‘cost of sales’ amounted to HK$117,745,000 (2017:
HK$61,189,000).

The Group’s inventories were pledged as collateral with its
financier according to the terms and conditions as mutually
agreed between the PRC subsidiary-Taizhou Mining and
the financier. As at 31 March 2018, HK$19,473,000 (2017:
HK$73,596,000) of the inventories were pledged and were in

the custodian of the financier.
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19.

20.

DEPOSITS, PREPAYMENTS AND OTHER
RECEIVABLES
An analysis of deposits, prepayments and other receivables

are as follows:

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

Ao B B 25 o M

10. 8  ANREREEWRRE

Be ENREREMEREKIE S TH
T

2018 2017
—g-N\%F —F—+t%
HK$’000 HK$’000
TERT FHET

Prepayment for the intended ore ERRERBEORRR
refinery B RIEA - 48,033
Deposits A 9,640 8,285
Prepayments TETFRIB 1,568 2,440
Other receivables H b pE U BR 18 12,766 3,740
23,974 62,498

The fair values of deposits, prepayments and other

receivables approximate their carrying amounts.

During the year, HK$1,074,000 was recognised as

impairment loss on other receivables (2017: Nil).

CASH AND BANK BALANCES

As at 31 March 2018, approximately HK$2,774,000 (2017:
HK$785,000) of the Group’s cash and bank balances were
subject to exchange control restrictions imposed by the

Government of the PRC.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
kB S 5 A W R

21. TRADE AND OTHER PAYABLES . ENEZRRREMEMSIKRE
2018 2017
—B-N\F —B—+F
HK$’000 HK$’ 000
FET FET
Trade payables JERTE 5 R 8,039 3,381
Accrual EEtE R 7,277 11,894
Deposits received B & 3,442 3,107
Other payables Hoth JE T FRIB 49,264 69,040
Salary and benefits payable g REF 34,150 46,505
102,172 133,927

As of the end of the reporting period, the ageing analysis

of trade creditors based on the demand note date, is as

BEREIR ENEZRFZEFEX

E0H2TINEKREKD

follows:
2018 2017
—E-N\E —E—+F
HK$’000 HK$’000
FExT THET
0-30 days 0&30H 1,641 -
31-60 days 31260H 573 -
61-90 days 61290H 4,886 -
Over 90 days 90H KA E 939 3,381
8,039 3,381
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
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22. BORROWINGS 22. 8 &
Group
rEH
2018 2017
—E-N\F —E—tF
HK$’000 HK$’000
FET FET
Short-term loans RHEE X 3,876 23,371
Long-term loans EHER 291,926 412,889
295,802 436,260
The Group’s interest-bearing loans N [E/B(E & K
were repayable as follows: FFEERMT:
Amount due within one year WAREBABET
included in current liabilities R—FR 'JHHZ 3,876 23,371
Amount due after one year R—FEEH 2R 291,926 412,889
295,802 436,260
The short-term loan is unsecured and the interest rate is 5% RHERAREER SRR (ZF
(2017: 5%) per annum. —+tF:5%)
The long term loan of HK$37,070,000 is secured by the 37,070,000 T2 RAEFBEAEE 2 &
inventory of the Group’s operating subsidiary Taizhou Mining ERBARIKMNER 2 FEEET - F X
with the interest rate at zero. The interest rate of other long RE-AMERAERZAERSNEIO
term loan is 5% to 30% (2017: nil to 5%). ZE—tF TER) -
The above borrowings are carried at amortised cost FTHEERBHEKAAR FEEEZER
and the carrying amounts of interest-bearing borrowings AEEEAFERS
approximate to their fair value.
R 4 4 AT L8 )
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

kB S 5 A W R

23. BONDS
On 30 April 2008, the Company issued convertible bonds
with an aggregate principal amount of HK$806,400,000 (the
“Convertible Bonds”) with maturity date of 30 April 2013
for partial settlement of the consideration for the acquisition
of SSC Mandarin Mining Investment Limited and its
subsidiaries. As the Convertible Bonds were matured on 30
April 2013 and its conversion period expired, the Convertible

Bonds became bonds payable on demand.

The bonds recognised in the consolidated statement of

financial position is calculated as follows:

23. 15%

R-ZZETZNFOA=1TH AQFEHT
7N & 48 #8806,400,00078 7T 2 A] R (E 5
(kR ES]) (R-T—=FENA=1
BEIH)  NAENKBXERRREEKRER
RARIREMBLRRZEDHLE AR A
BREFNR _ZT-—=FTUA=THIHK
HLW‘HH):/% HRESFEERARE

WG BRRR TR 2 IR RESF

2018 2017

—E-N\EF —E—+tF

HK$’000 HK$’000

FH T FE T

At 1 April RMWA—H 19,687 19,167
Interest expense B 1,294 520
Redemption of bond BREH (2,034) -
Waiver of bond interest HNREHF B (873) =
At 31 March H=H=+—8 18,074 19,687

The fair value of the bonds at 31 March 2018 amounted
to HK$18,074,000. As at 31 March 2018, the outstanding
principal amount of the bonds was HK$13,850,240, which

was repayable on demand.
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25.

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

.PROMISSORY NOTES

The Group and the Company
The promissory notes of the Company for the years ended
31 March 2018 and 2017 are as follows:

Ao B B 25 o M

24. Z AR
AEBRAAT
HE_Z—\GR-_E—+tF=A=+—
AIEFEAQRALERAT

2018 2017

—E-N\EF —E—tF

HK$’000 HK$'000

THER FHET

Promissory notes AH R 12,500 12,500

As at 31 March 2018 and 2017, the promissory notes were
not yet repaid.

As at 31 March 2018 and 2017, the promissory notes were
not yet repaid. There was also a legal dispute in regard
of the promissory note. Details please refer to note 35
Litigation.

CONVERTIBLE BONDS

On 10 April 2017, the Company entered into agreements
with creditors for the implementation of the Debt
Capitalisation.

Pursuant to the CB Subscription Agreement signed on
10 April 2017, the Company conditionally agreed to issue
and J. Thomson Asset Investment Limited(‘the Subscriber
conditionally agreed to subscribe for the Convertible Bonds
in the principal amount of HK$30,095,357. The subscription
monies payable by the J. Thomson Asset Investment Limited
for the Convertible Bonds will be settled by way of set off
against the Debt due to the J. Thomson Asset Investment
Limited.

On 17 July 2017, the Company issue convertible bond with
a principal amount of HK$30,095,357 to the J. Thomson
Asset Investment Limited and its connected person to
discharge its debt liabilities.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

kB S 5 A W R

25. CONVERTIBLE BONDS (continuead)

The terms of the Convertible Bonds have been negotiated

on an arm'’s length basis and the principal terms of which

are summarised below:

Issuer:

Principal amount:

Maturity date:

Interest Rate:

Transferability:

GRAND T G GOLD HOLDINGS LIMITED

ANNUAL REPORT 2017/2018

the Company

HK$30,095,357.00

five years from the date of issue
of the Convertible Bonds. Unless
previously redeemed, converted
or cancelled as provided in the
agreement pursuant to which
the Convertible Bonds are to be
issued, the Company shall redeem
the outstanding principal amount
of the Convertible Bonds on the
maturity date.

The Convertible Bonds will carry
interest at a rate of 4% per annum,
payable in arrears quarterly on 31
March, 30 June, 30 September
and 31 December in each year.

None of the Convertible Bonds
shall be transferable to any of the
connected person of the Company.
Subject to all applicable laws and
regulations, the Convertible Bonds
may be transferable to any other
person.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
Ao B B 25 o M

25. CONVERTIBLE BONDS (continuea) 25. A RE S (&)
Conversion rights: Holders of the Convertible Bonds R A ARBRESFFEABERA

will have the right to convert
the Convertible Bonds, on
whole or in part (in multiples of
HK$150,000), of the principal
amount of the Convertible Bonds
into the Conversion Shares at the
Conversion Price for the period
commencing from the date of the
issue of the Convertible Bonds up
to the close of business on the day
falling 14 days prior to the above-
mentioned maturity date, such
that:

()  the conversion right shall only
be exercisable so long as the
aggregate shareholdings of
the holders of the Convertible
Bonds, their associates (as
defined in the GEM Listing
Rules) and parties acting in
concert (as defined in the
Codes on Takeovers and
Mergers of the Securities
and Futures Commission)
with them, immediately after
such exercise will not exceed
29.99% of the then issued
share capital of the Company;
and

(i)  the conversion rights shall
only be exercised so long
as the public float of at least
25% of the issued share
capital of the Company can
be maintained.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

kB S 5 A W R

25. CONVERTIBLE BONDS (continuead)

Conversion Price
and adjustment:

GRAND T G GOLD HOLDINGS LIMITED

ANNUAL REPORT 2017/2018

HK$0.02 per Conversion Share,
which is subject to adjustment for

dilutive events, including:

(@)

an issue of Shares or
convertible securities at a
price which is less than the

Conversion Price;

subdivision, consolidation or
reclassification of Shares;
capital distribution to
Shareholders;

an issue of Shares by way
of rights, or issue or grant
to all or substantially all
Shareholders to subscribe
for or purchase any Shares
at a price less than 90% of
the then current market price
per Share on the last trading
day preceding the date of the
announcement of the terms of
such issue or grant;

issue of any securities (other
than Shares or options and
any securities convertible or
exchangeable into the Shares,
warrants or other rights to
subscribe or purchase Shares)
to all or substantially all
Shareholders;
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

Conversion Price
and adjustment:
(Continued)

Ranking of the
Convertible Bonds:

25. CONVERTIBLE BONDS (continuead)

() an issue of any Shares or
issue or grant of options,
warrants or other rights to
subscribe or purchase Shares
or securities convertible or
exchangeable into Shares at
a price less than 90% of the
then current market price per
Share on the last trading day
preceding the date of the
announcement of the terms of
such issue or grant; and

(9 the Company or (at the
direction or request of or
pursuant to any arrangements
with the Company) any other
person or entity shall issue
any securities which by their
terms of issue carry rights of
conversion into, or exchange
or subscription for, Shares at
a price less than 90% of the
then current market price per
Shares on the last trading
day preceding the date of the
announcement of the terms of
such issue or grant.

The Convertible Bonds
constitute a direct, unconditional,
unsubordinated and unsecured
obligation of the Company, ranking
pari passu and rateably without
preference among themselves, and
with other direct, unconditional,
unsubordinated and unsecured
obligations of the Company.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

kB S 5 A W R

25. CONVERTIBLE BONDS (continuead)

Ranking of the
Conversion Shares:

Voting:

The Conversion Shares, when
allotted and issued, will be duly
authorised and will be validly
issued, credited as fully-paid and
unencumbered and free and clear
of any security interests, claims
(including pre-emptive rights), liens
or encumbrances and will be freely
transferable and shall rank pari
passu in all respects with all other
Shares then in issue.

The Convertible Bonds do not
confer any voting rights at any
meetings of the Company.

The convertible bonds consist of a liability component,

representing the 5-year 4% straight debt and an equity

component, representing the convertible option of HK$0.02

per share. At the issuance of the bonds, the liability

component and the equity component were recognised at

fair value, determined based on the valuations performed by

an independent professional valuer, Great China Appraisal

Limited, using the Effective Interest method with the

following assumptions:

— Valuation Date

— Credit Rating

— Effective Interest Rate

— Time to Maturity(year)

— Risk-free Rate(HKD)

GRAND T G GOLD HOLDINGS LIMITED

ANNUAL REPORT 2017/2018

17 July 2017

CCC

21.5838%

5.0000

1.726%
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

25. CONVERTIBLE BONDS (continuead)

An increase or decrease of 3% of the effective interest rate

will lead to a decrease or increase of HK$1,724,000 of the

fair value of the debt component.

The liability component and equity component of the

convertible bonds recognised at initial recognition as at 17

July 2017 are as follows:

Ao B B 25 o M

25. A R B (#)

B AR ISR 3% EBES LD 2
NER, s 01,724,000 7T ©

AR EF BB D MR
—tFELAT LRSS HRIARERDT

HK$’'000
TET

Fair value of convertible bonds issued BT
Less: Liability component o=
Equity component 1 71 50

WESHAFE 30,095

15,073
15,022

The liability component are amortised on a straight line
basis over the term of contract, and Interest expenses of
HK$2,184,000 has been recognised in the consolidated

statement of profit or loss for the year ended 31 March 2018

(2017: Nil)

The liability component of the bonds is stated at fair value.

The equity component is presented in equity as “convertible

bonds reserve”.

No Transaction costs were incurred in relation to the

issuance of the bonds.
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25. CONVERTIBLE BONDS (continuead)

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
kB S 5 A W R

25. A R EZH (#)

The movement of the liability and equity components of the A EABERERIBINANEE 2 &
convertible bonds for the year is set out below: BHE T -
Liability Equity
component component Total
BEED EmE S @Et
HK$’000 HK$’000 HK$’000
FAT FET FHET
Issuance of new bonds BITHES 15,073 15,022 30,095
Deferred tax liability upon AR B ESER
recognition of equity component  E05 E 4 2 IR IE T 1A
of convertible bonds afE - (2,479) (2,479)
Effective interest expenses ERFEAEZ 2,184 S 2,184
Payment of interests BT (251) - (251)
Transfer to interest payable EBRERERIAFE
on demand (596) - (596)
As at 31 March 2018 —T—-)\F
Eﬂ =+—H 16,410 12,543 28,953

During the year ended 31 March 2018, none of the bonds

were redeemed, converted or purchased and cancelled.

Section 69 (d) of HKAS 1 Presentation of Financial
Statements required a liability to be classified as a current
liability if the entity does not have the unconditional right
at the reporting date to defer settlement for at least twelve
months after the reporting period. Since the company
breached a condition of its agreement with the convertible
bond holders by the end of the reporting date, the financial
liability of the convertible bonds becomes payable on
demand and was classified as current liabilities as at 31
March 2018.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

PN 203
fr 0 B R M RE
26. SHARE CAPITAL 26. I &
2018 2017
—E-N\F —E—tF
Number of Number of
shares Amount shares Amount
A& R KX in &g £ 8
HK$’000 HK$’'000
TERT FTiET
Authorised: ET
At 1 April RMA—H 30,000,000,000 120,000 30,000,000,000 120,000
Increase of authorised capital 12 0% E AR 10,000,000,000 40,000 = =
At 31 March R=A=1t—8H 40,000,000,000 160,000 30,000,000,000 120,000
Issued and fully paid: BEIRAR:
At 1 April RIMB—H 13,448,488,271 53,794 13,448,488,271 53,794
Open offer NHBE 6,724,244,135 26,897 - -
Subscription of share for REHERERRERD
extinguish the financial liability 2,279,000,000 9,116 - -
At 31 March R=RA=+—H 22,451,732,406 89,807 13,448,488,271 53,794

On 8 May 2017, the company alloted and issued

6,724,244,135 offer shares pursuant to the open offer,

details of which were set out in the company’s prospectus

dated 31 March 2017.

On 17 July 2017, the company alloted and issued

2,279,000,000 subscription shares pursuant to the

subscriptions agreements, details of which were disclosed

in the circular of the company dated 21 June 2017 and the

next day disclosure return of the company dated 17 July

2017.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
kB S 5 A W R

27.EMPLOYEE BENEFITS

(i)

GRAND T G GOLD HOLDINGS LIMITED
ANNUAL REPORT 2017/2018

Defined contribution retirement plan

The Group has arranged for its Hong Kong employees
to join the Mandatory Provident Fund Scheme (the
“MPF Scheme”), a defined contribution scheme
managed by an independent trustee. Under the
MPF Scheme, each of the Group and its Hong Kong
employees makes monthly contributions to the scheme
at 5% of the employees’ earnings as defined under the
Mandatory Provident Fund Ordinance. Both the Group’s
and the employees’ contributions are subject to a cap
of HK$1,500 per month and thereafter contributions
are voluntary. The assets of the MPF Scheme are held
separately from those of the Group in an independently-
administered fund. The Group’s contributions vest fully
with the employees when contributed into the MPF

Scheme.

Pursuant to the regulations in the PRC, the employees
in the PRC are required to join the pension fund (&
ZRBESE) which is a defined contribution scheme
operated by the local government for the benefit of
retired employees. The Group is required to make
monthly contributions to the scheme at a specified rate
of the employee payroll to fund the retirement benefits

of the employees.
Save as disclosed above, the Group has no other

obligations to make payments in respect of retirement

benefits of the employees.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

27. EMPLOYEE BENEFITS (Continued)

(ii)

Share option scheme

At an extraordinary general meeting of the shareholders
of the Company held on 4 March 2009, the Company
adopted a share option scheme (the “Share Option
Scheme”). The Share Option Scheme shall remain in
force for a period of ten years commencing on that
date, subject to early termination by the Company in

general meeting.

To enable the Company to motivate more persons to
make contribution to the Group and recruit additional
talents to serve the Group in attaining the long term
objectives of the Company, the Share Option Scheme
has been adopted with a broader categories of
eligible participants, including full time and part time
employee, consultant, adviser, agent, contractor,
customer, supplier and shareholder of the Group (the
“Participants”). Under the terms of the Share Option
Scheme, the directors of the Company may determine
the grant of any options to the Participants to subscribe

for ordinary shares in the capital of the Company.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
kB S 5 A W R

27. EMPLOYEE BENEFITS (Continued)

(ii)

GRAND T G GOLD HOLDINGS LIMITED
ANNUAL REPORT 2017/2018

Share option scheme (Continued)

The overall limit on the number of shares which may
be issued upon exercise of all options to be granted
and yet to be exercised under the Share Option
Scheme and other share option schemes must not,
in aggregate, exceed 30% of shares of the Company
in issue from time to time. The total number of shares
issued and which may fall to be issued upon exercise
of the options granted under the Share Option Scheme
and any other share option schemes of the Company,
including both exercised and outstanding options, to
each Participant in any twelve month period must not
exceed 1% of the then total issued share capital of the
Company (the “Individual Limit”). Any further grant
of options in excess of the Individual Limit must be
subject to shareholders’ approval in general meeting of
the Company with such Participant and his associates
(as defined in the GEM Listing Rules) abstaining from

voting.

An option may be exercised in accordance with the
terms of the Share Option Scheme at any time from
the date of grant of the option to the date of expiry of
the option as determined and notified by the directors
of the Company to each grantee but may not be
exercised after the expiry of ten years from the date of
grant. The subscription price of the shares in respect
of any particular option granted under the Share Option
Scheme shall be such price as the board of directors of
the Company, in its absolute discretion, shall determine
and notify the Participant, save that such price must
be at least the higher of (i) the closing price of the
Company’s shares as stated in the Stock Exchange’s
daily quotation sheet on the date grant; (i) the average
closing price of the Company’s shares as stated in the
Stock Exchange’s daily quotation sheets for the five
business days immediately preceding the date of grant;

and (iii) the nominal value of the Company’s shares.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

27. EMPLOYEE BENEFITS (Continued)

(ii)

Share option scheme (Continued)

As the company conducted an open offer during the
year ended 31 March 2018, adjustments are required
to be made to the exercise prices and the number
of the Shares falling to be issued upon exercise of
the outstanding Share Options in accordance with
the terms and conditions of the share option scheme
of the Company adopted on 4 March 2009 (the
Rule 23.03(13) of the GEM

Listing Rules and the supplementary guidance (the

“Share Option Scheme”),

“Supplementary Guidance”) dated 5 September 2005
regarding the adjustments to share options issued by
the Stock Exchange. The adjustments to the exercise
prices of and the number of Shares falling to be issued
upon exercise of the outstanding Share Options are
as follows and became effective from Monday, 8 May
2017, being the date on which the fullypaid Offer

Shares are allotted and issued:

Immediately prior to the

adjustments as a result of the

Date of grant

R A

Ao B B 25 o M

27. EE®A (&)
(ii) ﬁﬁ%%%(@)
HRAATRBE-_E—N\F=5
E+*E¢¢ﬁLﬂ’ﬁ¥E’ﬂf

completion of the Open Offer
ERARRETHARA

Number of

Shares to be

issued upon full

exercise of the

Exercise price

ARARIRZTTNF=AMBERMZ
AR 8 ([BRER &) 2 &%

N A& - GEM 1 #5 8] 523.03(13) 1§
UEBMXAR-_ETRFNLARAR
BREAER M HmAES ([HRE
511) - BARITEMEARE 2 1T 8 KA
RITHEEREEITER S TEITIR
DEE AT ATHE o i RIT LB AR
ZATHEE R R AT BB AR A M 1T (R B
BFEITZRHEEB CAENAT I
RZZ—tF&RANB (EH—) (A
BERRBEERNHERZEREITHE)
RBAER

Immediately after the
adjustments as a result of the
completion of the Open Offer

FRAMBRETHARE
Number of
Shares to be
issued upon full

exercise of the  Exercise price

Share Options per Share  Share Options per Share
BHTR BYTHE
BRER BRER
BFBTZ BRERH HFBTZ sRERH
RHEE fTEE RHEE TEE
HK$
BT
19 November 2009 —ZEEAFt-ATAA 54,600,000 0.15 71,869,980 0.114
187 S Sl



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

kB S 5 A W R

27. EMPLOYEE BENEFITS (continuea)
(ii) Share option scheme (Continued)
There was no grant of share options for the year ended
31 March 2018 (2017: Nil).

4,080,530 share options were lapsed or cancelled in
the year ended 31 March 2018 (2017: 151,700,000

share).

As at 31 March 2018, the number of shares in respect
of which options had been granted and remained
outstanding under the Share Option Scheme was
67.789.450 (2017: 54,600,000), representing 0.30%
(2017: 0.41%) of the total number of shares of the

Company in issue at that date.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

#o G B B R M
28. RESERVES 28. & 1&
(a) Group (a) &=&EE
The amounts of the Group’s reserves and the AEBREBSHEUMRAEE B
movements therein for the current and prior years are FREZEHFBDNEBEZEE ﬁE
presented in the consolidated statement of changes in =EBRANZT -
equity on page 98.
(b) Company (b) &AHE
Equity Retained
component  Share Option profits/
Share of convertible Scheme (Accumulated
premium bonds Reserve losses) Total
TRRESZ BRE KRN/
R EE ) FEREE  (RFHER) &t
HK$'000 HK$'000 HK$' 000 HK$'000 HK$'000
THET TET TET TET THT
At 31 March 2016 and ~ RZZ—ARF
1 April 2016 ZA=+-8k
—E-RF
MA—H 1,690,765 5,036 26,703 (1,535,462) 187,042
Loss for the year FEBR - = = (36,416) (36,416)
At 31 March 2017 RZE—tF
=B=+—H 1,690,765 5,036 26,703 (1,671,878) 150,626
Issuance of shares ERREEEITRG
upon open offer 104,766 - - - 104,766
Issuance of shares for ~ B HELRARE
extinguish the BIIRM
financial liability 42,416 - - - 42,416
Issuance of convertible TR E%
bonds = 15,022 - - 15,022
Deferred tax liability upon [ A] #2 % & %
convertible bond EEBELHERR - (2,479) - - (2,479)
Loss for the year EEER - - - (320,349) (320,349)
As 31 March 2018 RZE—-N\E=HA
=+-8 1,837,047 17,579 26,703  (1,892,227) (9,998)
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28. RESERVES (continuea)
(b) Company (Continued)
Under section 34 of the Companies Law (Revised) of
the Cayman Islands, the share premium is available for
distribution to shareholders subject to the provisions
of the articles of association of the Company and no
distribution may be paid to shareholders out of the
share premium unless, immediately following the date
on which distribution or dividend is proposed to be
paid, the Company shall be able to pay its debts as

they fall due in the ordinary course of business.

29. COMMITMENTS
Operating lease commitments
The Group leases certain of its land and buildings under
operating lease arrangements. Leases for properties are
negotiated for terms ranging between one to three years

with fixed monthly rentals.

Future minimum lease payments of the Group under non-

cancellable operating leases are as follows:

28. & (&)
b) AT (4)

REBEHESEHE QA (EELT)EM
I EHARARABSRMA B
T BROEETHETRE: AL
AEREREEED RSEERE > B
HR AT B R BRED 2 BIH
&7 + 75 & LAF A BR 19 3 (8 14 AR B8 4E
SR o

29. & IE
EEAERE
AEBRECERERHERALET i
RIZF MR EHNEBCEBENT—
E=F HAEBETAMR-

AEER A REHKEEHE T Z RRKIE
MEMRET:

Group
rEM
2018 2017
—EB-N\F —T—tF
HK$’000 HK$’000
THER FHET
Within one year —F R 842 34
In the second to fifth year, FEERF (RIEEEMW
inclusive F) 140 -
983 34
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

30. FINANCIAL RISK MANAGEMENT

The Group’s major financial assets and liabilities include
bank balances and cash, bonds, promissory notes, interest
bearing borrowings, trade and other receivables, trade and
other payables as well as, long term loans. Details of these
financial instruments are disclosed in the respective notes.
The risks associated with these financial instruments and the
policies on how to mitigate these risks are set out below.
The management manages and monitors these exposures
to ensure appropriate measures are implemented on a timely

and effective manner.

(@) Foreign exchange risk
The Group’s monetary assets and transactions are
principally denominated in HK$, Renminbi (“RMB”).
Foreign exchange risk arises from future commercial
transactions and recognised assets and liabilities
denominated in a currency that is not the functional
currency of the relevant group entity. The Group
adopted a conservative treasury policy with most of the
bank deposits being kept in HK$ or RMB, or in the local
currencies of the operating subsidiaries to minimise

exposure to foreign exchange risk.

The Group has certain investments and operations
in the PRC, whose net assets are exposed to foreign
currency translation risk. Currency exposure arising
from the net assets of the Group’s operations in the
PRC is managed primarily through operating liabilities
denominated in RMB.

To date, the Group has not entered into any hedging
transactions in an effort to reduce the Group’s foreign
currency exchange risks. However, the management
continues to monitor the foreign exchange exposure
regularly and will consider hedging significant foreign

currency exposure should the need arise.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
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30. FINANCIAL RISK MANAGEMENT (Continued)

(a)

(b)

GRAND T G GOLD HOLDINGS LIMITED
ANNUAL REPORT 2017/2018

Foreign exchange risk (Continued)

A reasonably possible increase of 5% in exchange
rates between RMB and HK$ respectively, with all
other variables held constant, will lead to an increase
of HK$971,000 of the group’s profit before tax (2017: a
decrease of HK$1,388,000).

Interest rate risk

The Group’s exposure to interest rate risk arises
primarily from its borrowings and bank deposits.
Borrowings and bank deposits at variable rates expose
the Group to cash flow interest rate risk. Borrowings at
fixed rates expose the Group to fair value interest rate

risk.

The Group currently does not have any interest rate
hedging policy. The management monitor the Group’s
exposure on ongoing basis and will consider hedging

interest rate risk should the need arise.

At 31 March 2018, it is estimated that a general
increase/decrease of 100 basis points (2017: 100 basis
points) in interest rates, with all other variables held
constant, would increase/decrease the Group’s profit
before tax and accumulated losses by approximately

HK$2,958,000 (2017: HK$1,731,000).

The sensitivity analysis above has been determined
assuming that the change in interest rates had occurred
at the reporting date and had been applied to the
Group’s exposure to interest rate risk for financial
instruments in existence at that date. A 100 basis
points (2017: 100 basis points) increase or decrease
in interest rates represents management’s assessment
of a reasonably possible change in interest rates. The

analysis is performed on the same basis for 2017.
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(a)

(b)

SNERER ()
AR B T 2 [ XA B 3R B5%
Z/—\EE@@J TP A E A B R

‘‘‘‘‘‘ L AN E 2 bR B AT & 1
jJu971 00T (ZFE—LF /D
1,388,000 % JT) °
A = @B
FEBEZNERBEIESRABER
RITFFFBMNEREERRITFER

[

FAEEEBRIRSREF EEAR - E
EMEEEFAESEEERAFENE
e

7 5 8] 3R B 3 A A ] M) =R B
ERERBERASE CRER L

REFBEREZEL DN EEE -

RZZE-—NF=ZA=+—H &t
R R IR N, R A 10018 & 2
(ZE—EF:100EEZ) mMAE
Hi S8R TE AEeSshEd
2 BR B A A R RET BB R
2 #92,958,000/8 0 (=T — £ F
1,731,000 70) °
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

30. FINANCIAL RISK MANAGEMENT (Continued)

()

(d)

Commodity price risk

The Group’s exposure to commodity price risk relates
principally to the market price fluctuations in gold and
other by-product commodities, which can affect the
Group’s results of operations.

For the year ended 31 March 2018, it is estimated that
an increase/decrease of RMB10/gram of gold price
will lead to an increase/decrease of sales of around
HK$3,505,000.

The Group has not used any commodity derivative
contracts to hedge its exposure to commodity price
risk. The Group manages its exposure through constant
monitoring and will consider hedging significant
commodity price exposure should the need arise.

Credit risk
The extent of the Group’s credit exposure is
represented by the aggregate balance of cash in
bank, trade and other receivables and deposits.
Cash transactions are limited to high-credit— quality
institutions.

In respect of trade and other receivables, credit
evaluations are performed on all customers requiring
credit over a certain amount. These receivables are due
within 0-60 days from the date of billing. Debtors with
balances that are more than 6 months are requested
to settle all outstanding balances before any further
credit is granted. Normally, the Group does not obtain
collateral from customers.

At the reporting date, the Group did not have any
concentration of credit risk as no trade and other
receivables were due from the Group’s largest
customer and the five largest customers respectively.

Further quantitative disclosures in respect of the
Group’s exposure to credit risk arising from trade and
other receivables and prepayments are set out in note
19.
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(c)

(d)
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REMBIESREMTERE mA
AR ETERAEEZKERE
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3,505,0007% 7T °
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

kB S 5 A W R

30. FINANCIAL RISK MANAGEMENT (Continued)

(e) Liquidity risk

For the management of the Group’s liquidity risk, the
Group monitors and maintains a sufficient level of cash
and cash equivalents to finance the Group’s operations
and mitigate the effects of fluctuation in cash flows.
Management reviews and monitors the Group’s working

capital requirements regularly.

The following table sets out the remaining contractual
maturities of the Group’s non-derivative financial
liabilities at the reporting date, which are based on
contractual undiscounted cash flows (including interest
payments computed using contractual rates or, if
floating, based on the prevailing rates at the reporting

date) and the earliest date the Group can be required to

30. AR ERE (&)

(e) E®RBRMR

REBAKEZESRBRAR K&
BERMMERARKFZRAERAS
HFEER MBENAKEZEBHRTE

ERERERERD2TE-EEE
TR EERASEZEEESS

TRANANKRESITEERABNEK
SHHRZHBANHE  HRESH
AFBREASRE (BERRBEOM =

% (MEFEA X ) REHRE B AT

ZHMEFAEZHEFRA) ARG E

KAKENRZ ZF BHFE

7

pay:
2018 2017
ZE-)\F Z3E
Total Total
contractual ~ Within one contractual  Within one
Carrying undiscounted ~ yearoron  After one Carrying undiscounted ~ year or on After one
amount  cash flow demand year amount  cash flow demand year
CEES alA
fRRERE  -Fhd fRReRE  —FRF
REE A% EEX #B-% HfE g E2X  BB-F
Trade and other payable BN EZHEHR
EfEREE 102172 102172 102,172 - 18897 133927 133927 -
Interest-bearing borrowings # £15 & 3,876 3,876 3,876 - 23,371 23371 23,371 =
Promissory notes RLEE 12,500 12,500 12,500 - 12,500 12,500 12,500 -
Bonds % 18,074 18,074 18,074 - 19,687 19,687 19,687 -
Long-term loans RHEN 291926 291,926 - 201,92 4128890 412,889 - 2,889
Convertible bonds I ARER 16,410 35,262 35,262 - - - - -
444,958 463,810 171,884 291,926 602,374 602,374 189,485 412,889
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

30. FINANCIAL RISK MANAGEMENT (Continued)

(f)

(9)

Capital risk management

The primary objective of the Group’s capital
management is to safeguard the Group’s ability to
continue as a going concern in order to support its
business and maximise shareholders’ value. To maintain
or adjust the capital structure, the Group may adjust
the payment of dividends, issue new shares, sell assets

as well as issue new debts or redeem existing debts.

The Group manages its capital structure and make
adjustments to it, in light of cost and risk associated

with the capital and changes in economic conditions.

Fair value estimation

There is three-level fair value hierarchy as defined
in HKFRS 13, Fair value measurement. The level
into which a fair value measurement is classified
is determined with reference to the observability
and significance of the inputs used in the valuation

technique as follows:

e Level 1 valuations: Fair value measured using only
Level 1 inputs i.e. unadjusted quoted prices in
active markets for identical assets or liabilities at

the measurement date

o Level 2 valuations: Fair value measured using Level
2 inputs i.e. observable inputs which fail to meet
Level 1, and not using significant unobservable
inputs. Unobservable inputs are inputs for which

market data are not available.

e level 3 valuations: Fair value measured using

significant unobservable inputs
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30. FINANCIAL RISK MANAGEMENT (Continued)

(9)

GRAND T G GOLD HOLDINGS LIMITED
ANNUAL REPORT 2017/2018

Fair value estimation (Continueqd)
Fair value of the Group’s financial assets and financial
liabilities that are not measured at fair value on a

recurring basis.

30. AR ERE (&)

(9) AFEM (&)
WIEREFMEELEARNTEFEZ R
SEeREERGRABZIATE.

Fair value

at initial
recognition Level 1 Level 2 Level 3

NRERE
ZDVE F-8 -t =R
HK$°000 HK$’000 HK$’000 HK$’000
TET TET TR TEx

Convertible Bonds-debt

component a R — BB 15,073 - - 15,073

During the years ended 31 March 2018, there were no
transfers between level 1 and level 2, or transfers into
or out of level 3. The Group’s policy is to recognise
transfers between levels of fair value hierarchy as at the

end of the reporting period in which they occur.
Valuation techniques and inputs used in Level 3 fair

value measurements of the convertible bonds-debt

component please refer to note 25.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

31. RELATED PARTY TRANSACTIONS

Besides the directors listed in the note-directors’

remuneration, the Group also identifies below related

parties:

Name Relationship

Ma Qianzhou General manager and director of
Taizhou Mining

Zhao Yuebing Director of Taizhou Mining

In addition to those disclosed elsewhere in the financial
statements, the following transactions were carried out with

related parties:

(@) Key management compensation
Key management includes directors (executive and
non-executive), members of the Executive Committee,
the Company Secretary. The compensation paid or
payable to key management for employee services is

shown below:

Ao B B 25 o M

N.BEEALIRS

BREEFHIMEMI 2 EFI ARE TR
AT SR EAL:

£l g B &

SEM AL S S5
RES

i 15k AMNBEE=

BRAMEHRREMBOMBEEIN AL
BEEEBATETATRS:

(@ FEEBEASMS
TEERABBRERITESTRIFNT
EE HTZEEXKERARAWME:
HEBRBMENKENEZEEEA
EzMeRINMT :

2018 2017
—E-N\EF —E—tF
HK$’000 HK$’000
FExT FAT

Salaries and other short-term FekEMEH
employee benefits EERT 13,059 6,720
Other long-term benefits H i RHEF 37 78
Total @t 13,096 6,798
R 1 A e B2 )
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31. RELATED PARTY TRANSACTIONS

(Continued)

(b) Loans from related parties

B1.BEEALTRE (&)

(b) BAEALTER

2018 2017

—E-N\EF —E—+tF

HK$’000 HK$’000

FTERT FHET

At 1 April K™ A—H 162,635 217,848

Currency realignment PE i 3R & 17,722 (10,925)

Additions during the year F AN 6,147 =

Loan repaid/transferred BE HEEEX (1,000) (49,606)
Interest accrued after R AR & HY

deduction of waiver e A 8 - 5,318

Interest paid B B (293) =

At 31 March R=A=+—H 185,211 162,635

The above loans for the year ended 31 March 2018 are

from Ms. Zhao Yuebing, Mr. Ma Qianzhou.

GRAND T G GOLD HOLDINGS LIMITED
ANNUAL REPORT 2017/2018
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

Pz N\ 2.3
#o G B B R M
31. RELATED PARTY TRANSACTIONS S1.EEALTRS (#)
(Continued)
(b) Loans from related parties (Continued) (b) BBEALER (&)
The loans from related parties have the following terms AEATEROERRGEERAT
and conditions:
FTEER At beginning
Name of key management AE&RE #H At end of year of year Interest rate
FR F9 Fl =
HK$’000 HK$’000
FAET FET
2018 —ZT-N\EF
Zhao Yuebing B Bk 84,770 73,760 5%
Ma Qianzhou BEM 100,441 87,582 5%
2017 —ZT—+tF
Zhao Yuebing B 3k 73,760 107,280 5%
Ma Qianzhou BEM 87,582 89,831 5%
Dragon g = 19,494 5%
Midway N 1,293 1,243 5%
(c) Amounts due to related parties (c) EFEEALRE
2018 2017
—E-N\F —E—+F
HK$’000 HK$’000
FExT FHET
Zhao Yuebing i R Ak 1,875 1,692
Ma Qianzhou BEM 14,389 8,858
The above amounts are interest free, unsecured and FiHEAG S EEEWHNERE
repayable on demand. They are included in trade and BE HRENEZESIERLEMEN
other payables. BETA ABR ©

A PR TAT A 7]
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Aok 0 B 25 A M

32. SUMMARY OF FINANCIAL ASSETS AND

NR.EZEHEITNEMEERTH

FINANCIAL LIABILITIES BY CATEGORY EEHME
2018 2017
—E-N\F —FT—tF
HK$’000 HK$’000
THExT FHET
Financial Assets ERMEE
Other receivable H b fE YL AR 18 12,766 3,740
Cash and cash equivalent BeRELFEIER 22,377 6,127
35,143 9,867
Financial Liabilities - cMmas-
amortised cost # 85 B AR
Trade and other payables ERE SRR KR
E M pE{TER IR 98,730 130,820
Promissory note A ER 12,500 12,500
Bonds (EE 18,074 19,687
Convertible bonds MR ES 16,410 =
Interest-bearing borrowings FTEER 3,876 23,371
Long-term payable REFFEMEER 291,926 412,889
441,516 599,267

GRAND T G GOLD HOLDINGS LIMITED

ANNUAL REPORT 2017/2018
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THE COMPANY

33. STATEMENT OF FINANCIAL POSITION OF

33. & 2 A B %5k i &=

2018 2017
—E-N\E —E—+F
Notes HK$’000 HK$’000
HiaF FHE T FAT
Non-current Assets IRBEE
Interest in subsidiaries NN 17 116,071 354,179
116,071 354,179
Current Assets RBEE
Other receivables H {th jE Ug BR 18 9,223 525
Cash and cash equivalent BeRE&ZEIER 19,574 =
28,797 525
Current Liabilities RBasE
Other payables H b fETBR R 15,817 66,481
Promissory notes A E 12,500 12,500
Bonds 67 18,074 19,687
Convertible bonds Al R (E & 16,410 =
Interest-bearing borrowing MEEE - 16,111
62,801 114,779
NET CURRENT LIABILITIES REBEEFE (34,004) (114,254)
Total assets less current liabilities EEZERABEE 82,067 239,935
Non-current Liabilities el I R=Ri
Long-term payable REIETERR - 35,505
Deferred tax liabilities BEEHIEAE 2,258 =
2,258 35,505
NET ASSETS FEE 79,809 204,420
Capital and Reserves B R EE
Share capital [ 89,807 53,794
Reserves s 28(b) (9,998) 150,626
Total equity ERBE 79,809 204,420
On behalf of the board of directors REESS
Li Dahong Ma Xiaona
Director Director
EY NN =93¢
E EZ
VAP 2]
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kB S 5 A W R

34. DEFERRED TAX LIABILITIES

The balance comprise temporary difference attributable to:

4. EEBIREE
BB IR TR 2 HE R

2018 2017

—E-N\EF —E—tF

HK$’000 HK$’000

FHET FHET

Convertible Bonds Al R (E & 2,258 =

Movement: B E -
As 1 April 2016 and RZE—RFOA—B K

As 31 March 2017 R_ZE—tF=A=+—8H - -

Charged to profit and loss NE Rl

(note 10) (M$5E10) (221) -

Charged to directly to equity BERERP R 2,479 =

As 31 March 2018 R-ZE—NF=A=+—H 2,258 -

At the end of the reporting period, the Group has no unused

tax losses (2016: nil) available for offset against future

profits.

Temporary differences of HK$1,908,000 (2017 -

HK$202,000) have arisen as a result of the translation of

the financial statements of the group’s subsidiary in China.

However, a deferred tax liability has not been recognised

as the liability will only crystallise in the event of disposal

of the subsidiary, and no such disposal is expected in the

foreseeable future.

GRAND T G GOLD HOLDINGS LIMITED
ANNUAL REPORT 2017/2018
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

35. LITIGATION OF THE COMPANY

36.

As at 31 March 2018, the Company is involved in one
litigation case under High Court Action no. HCA397/2011.
The action was commenced in 2011 and was not active
until J. Thomson Asset Investment Limited join in as one
of the parties to the proceedings in 2018. In this action,
the Plaintiff is Charm Master Enterprises Limited, the first
defendant is the Company and the second defendant is the

J. Thomson Asset Investment Limited.

The Plaintiff claims redemption of the promissory note in
the sum of HK$12,500,000. The 2nd Defendant claims that
it is the beneficial owner of the promissory note and claim

payment of the promissory note.

Such amount of HK$12,500,000 was already reflected at
the Company’s consolidated financial statement of position
as at 31 March 2018. The Company’s position is that if the
redemption capacity in relation to the promissory note is
not dealt with, then the position of the Company would be
jeopardized if payment is made to either one party while the

other is perusing.

APPROVAL OF FINANCIAL STATEMENTS

The financial statements were approved by the board of

directors and authorised for issue on 27 June 2018.
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R-_F—N\F=A=+—RA ADAE
B-RFDRE BEEARFBERLA

HCA397/2011 - Z A N —F — —
FHIMmHER  BEEJ. Thomson Asset
Investment Limitedi® —Z & — \F K &
HPRf 22 ANERBEF - RZFD
i 3 A &Charm Master Enterprises
Limited " 85— ERARF - £ _WERJ.

Thomson Asset Investment Limited °

JREF A ESKE O 48 %8 /512,500,000 7T 2
EARB - F_WEEBER/ALRRZ
BEalEA AL ERRALZENK -

712,500,000 TER AR RN =T — N\
FZA=Z+—BHBZEAEMBRARAR
B RARIRRG - MR A B E R
BB EEAR  BEmER—F RS —
FEEFAZENBERT  AABMMR

BB E-

HEMERE
BHEBRROCRA—_E—NFEA-++HE
BEHERFER -
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FIVE-YEAR FINANCIAL SUMMARY

T4 B 55 Wk 22
For the year ended 31 March
BE=RA=1-HLEE
2014 2015 2016 2017 2018
“E-mE  —EF-Rf  ZE-AF —EFtFf CZB-NF
HK$'000 HK$'000 HK$'000 HK$'000 HK$’000
THT THT FHT FHT TR
RESULTS £
Revenue Wz - 105,820 112,374 131,658 215,446
(Loss)/profit before tax BRBLAT (B8) /R F (41,079) 24,673 22,520 9,622 46,117
Income tax expenses FIBHEY - (236) (2,294) (8,032) (11,948)
(Loss)/profit for the year FE (BR) / &F (41,079) 24,437 20,226 1,590 34,169
Attributable to: DA & 77 FEL -
Equity holders of the Company KAAEREFBA (32,688) 14,384 11,114 (9,779) 15,290
Non-controlling interests FERER (8,391) 10,053 9,112 11,369 18,879
(41,079) 24,437 20,226 1,590 34,169
ASSETS AND LIABILITIES EERAEE
At 31 March
R=ZB=+-H
2014 2015 2016 2017 2018
—E-mF CZT-1F ZT-RE e Sl of 3 —E-N\f
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TEL TEL FEL FEL TER
Total assets BEE 761,899 763,538 788,901 710,114 812,450
Total liabilities BaE (711,780) (688,908) (701,864) (634,760) (495,887)
Total equity B 50,119 74,630 87,037 75,354 316,563
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