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CORPORATE PROFILE
R BN

Bay Area Gold Group Limited (ER =SS B AR A F]) (the
“Company”) was incorporated on 14 January 2004 as an
exempted company with limited liability under the Companies
Law of the Cayman Islands. On 12 December 2017, the
Company has been deregistered in the Cayman Islands and
continued in Bermuda as an exempted company with limited
liability under the laws of Bermuda.

The shares (the “Shares”) of the Company have been listed on
the main board (the “Main Board”) of The Stock Exchange of
Hong Kong Limited (the “Stock Exchange”) since 12 October
2004 (Stock code: 1194).

The Company and its subsidiaries (collectively the “Group”)
are principally engaged in mining and processing of gold ores
and sale of gold products in the People’s Republic of China
(the "PRC"), trading of metals and minerals in the PRC, and
provision of financial services business in Hong Kong and
the PRC, including asset management, securities brokerage,
financing and advisory services.

The Group is a non state-owned Chinese gold mining company
in the PRC with a particular focus on the central and western
regions of the PRC. The Group currently owns five operating
gold mines located in the central, western and northern regions
of the PRC, namely Jinxing Mine and Luanling Mine in Henan
Province, Mojiang Mine and Hengyi Mine in Yunnan Province,
and Yongfeng Mine in Inner Mongolia, with total gold resources
of approximately 7.1 million ounces. The Group produced 77
Koz and 65 Koz of gold for the years ended 31 December 2020
and 2019 respectively.
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JINXING GOLD MINE IN HENAN

Jinxing Mine is currently our largest mine in terms of total
gold resources and 2019 production. Jinxing Mine is located
in Luanchuan County, Henan Province. It is approximately
6 km from the regional town of Baitu and approximately
110 km southwest of Luoyang City, Henan Province. It is an
underground mine and consists of two areas, namely Jinxing
area and Xiepojing area. It has Australasian Code for Reporting
of Exploration Results, Mineral Resources and Ore Reserves
("JORC code”) and its equivalent gold resources of 74.4 tonnes
(2,391 Koz) with average grade of 4.6g/t.

Jinxing Mine is located at the junction between the southern
margin of the Qinling complex structural zone and the
Xinhuaxia Taihang uplift zone. Jinxing Mine is a polymetallic
mine. The majority of the mineralisation is contained within
fresh rock due to the limited weathering profile in the region.
Two categories of mineralisation are identified, namely pyrite
bearing that contains silver, lead and copper in addition to the
gold mineralisation, and lead/gold bearing that is composed of
lead and gold mineralisation with minor silver. Mineralisation
occurs within quartz veins which are located within fracture
zones to form stock work style deposits. Ten vein groups have
been identified within the mining area.

LUANLING GOLD MINE IN HENAN

Luanling Mine is located in Luanchuan County, Henan Province.
It is approximately 40 km from Jinxing Mine. It is composed of
Northern underground mining site and Southern open-pit and
underground mining site and is contained within a single mining
license with an area of 9 km?. Luanling Mine has JORC code
gold resources of 59.0 tonnes (1,897 Koz) with average grade
of 3.2g/t.

Luanling Mine consists of two mining areas with mineralisation
of different characteristics, namely the Northern mining area
and the Southern mining area. Aggregate mining area of
approximately 9km? is under the mining license.
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CORPORATE PROFILE
R BN

Luanling Mine is located at the junction between the southern
margin of the Qinling complex structural zone and the Xinhuaxia
Taihang uplift zone. There are mineralised zones are defined
in two mining areas. The major gold zones include nine veins.
The mineralised material is dominated by pyrite, secondarily
marcasite, with small amount of galena and altaite (lead
minerals). The major gangue minerals include quartz, albite,
sericite and chlorite. The gold minerals include electrum, with a
little calaverite and petzite.

MOJIANG GOLD MINE IN YUNNAN

Mojiang Mine is located in Mojiang County, Pu’er City, Yunnan
Province, approximately 300 km southwest of the provincial
capital-Kunming of Yunnan Province. Mojiang Mine is located
in the famous Ailaoshan Fold Belt of the San Jiang Metamorphic
Fold System implying favourable geology attributes. It has JORC
code gold resources of 13.7 tonnes (441 Koz) with average
grade of 1.4g/t.

Mojiang Mine holds one mining license covering an area of
approximately 7.2 km?.

Apart from gold deposit, there is also rich deposit of nickel
metal in Mojiang Mine. The nickel ore bodies occur parallel to
the gold ore bodies and belong to a typical hydrothermal type
that are mainly sulfides.

HENGYI GOLD MINE IN YUNNAN

Hengyi Mine is located in Zhenyuan County, Yunnan Province.
It is approximately 380 km southwest from Kunming. Hengyi
Mine is located between the Mojiang-Jinping Fold Belt and the
Ailaoshan Fold Belt of the San Jiang Metamorphic Fold System.
It has JORC code gold resources of 51.0 tonnes (1,641 Koz)
with average grade of 2.7g/t.

Hengyi Mine consists of two mining areas, namely Bianfushan
mining area and Shangzhai mining area. Total area under the
mining licences is approximately 9.1 km?2. It also holds four
exploration licences in adjacent areas with aggregate area of
approximately 36.7 km2.
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YONGFENG GOLD MINE IN INNER MONGOLIA

The Yongfeng Mine is located in Honghuagou, Inner Mongolia.
It currently holds mining licenses covering a total mining
area of 1.9 km2. The mine is an underground mine located in
Honghuagou mineralisation belt of Inner Mongolia that has
relatively high gold grade. It has gold resources of 16.1 tonnes
(519 koz) with average grade of 9.5g/t.

Seven mineralized veins were identified in Yongfeng Mine. The
mineralised veins have similar characteristics with an average
width between 1 and 1.5 metres and occur as gold bearing
quartz veins.
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CHAIRMAN'S STATEMENT
ETERES

Dear Shareholders,

On behalf of the Board, | am delighted to present the annual
report of the Group for the year ended 31 December 2020 to
our shareholders.

During the year under review, the global outbreak of COVID-19
pandemic has led to challenges and changes in the global
economic environment. Due to the factors such as easing policy
of currencies in different countries, weak US dollar, low interest
rate and expected inflation, the gold price continued upward
trend in 2019 and made a record high in August 2020. Though
the significant downward trend of gold price in the fourth
quarter, it recorded a rise of approximately 25% throughout the
year.

During 2020, the Group continued with its efforts on
exploration, organic expansion as well as cost control in a safe
and an environmentally friendly manner. Despite the Group’s
mines experienced a temporary suspension of production during
the outbreak of COVID-19 pandemic, the total gold production
of the Group increased by 18% in 2020 as compared to that
last year. With the stricter environmental regulations and
controls in China, we remain dedicated to the philosophy of
operating in a safe and environmentally friendly manner.

Gold mining business is the main business of the Group and the
trend of the gold price is in line with the Group’s profitability.
Along with the research and development and the use of the
vaccines, the general market expects the economic recovery in
2021 with a rebound from the low. In addition to the potential
positive impact to the gold price benefited from the economic
recovery, other factors such as the currency policy of different
countries, geopolitical factor, interest rate, inflation and risk-free
sentiment, also make the influence towards the trend of gold
price. In general, we are of view that gold is still the important
risk-free asset and optimistic to the investment value in gold and
gold price in a long term.
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The Group will continue to improve the production procedures
and technology advancement to achieve cost efficiency.
We are aware that the enhancement of risks and liability
management and improvement in cost control are important
to the sustainable development of the Group in the evolving
environment.

2020 was a stormy year and | would like to use this opportunity
to give my heartfelt thanks to my fellow board members for
their leadership, to my management team for their teamwork
and to our stakeholders for their continued support throughout
the year.

Mr. Yi Shuhao
Chairman

Hong Kong, 30 March 2021
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FINANCIAL HIGHLIGHTS

MBERE

KEY FINANCIAL HIGHLIGHT FEHKHE

FY 2020 FY 2019
Financial Data Summary —E-F —Z—/. Movement %
HREERE BIEE R EE #1 %
Gold production output =oEE (THA)

(thousand ounces) 77 65 18%
Revenue (HK$' 000) Wz (F387T) 1,453,472 1,040,044 40%
Gross profit (HK$' 000) EH (FET) 250,980 171,343 46%
Net loss (HK$’ 000) FEE (TET) (2,907,475) (631,332) 361%
Total assets (HK$' 000) wEE (F57T) 10,087,325 12,156,016 -17%
Total debts* (HK$' 000) WEFE* (FET) 3,514,277 3,513,680 0%
Cash and bank balances* & MIRTTHE 8

(HK$' 000) (F%&T) 166,255 174,759 -5%
Net debts* (HK$' 000) FEE* (FAT) 3,348,022 3,338,921 0%
Total equity (HK$’ 000) s (T8 4,401,415 7,031,284 -37%
*Notes: *BFE

—  Total debts are bank and other borrowings and convertible - BEBEABRITREMERRTHRRE
bonds. * o

RE MRTHEBEBRAS RIBITHERA
REERER -

— Cash and bank balances include cash and bank balances and =
pledged deposits.

FERRBERRR D MRTTHESRIAN
EHEMER

— Net debts are total debts less cash and bank balances and =
pledged deposits.

BAY AREA GOLD GROUP LIMITED
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MANAGEMENT DISCUSSION AND ANALYSIS

GOLD MARKET OUTLOOK

The COVID-2019 has profound impacts on the global economy
as well as gold market throughout 2020. The coronavirus
pandemic weaken the consumer demand of gold during 2020,
culminating in a 14% decline in annual demand to 3,759.6
tonnes, the first sub-4,000 tonnes year since 2009 according to
the research of the World Gold Council. It puts the seal on an
11-year low for annual 2020 gold demand.

On the other hand, sustained strong inflows into gold-backed
Exchange Traded Funds (“gold ETFs”) over the first nine months
of 2020 were fuelled largely by the continually outbreak and
spreading of the coronavirus pandemic and decisive fiscal and
monetary policy responses from global authorities. Gold ETFs
holdings grew by 877.1 tonnes during 2020, reaching record
year-end holdings of 3,751.5 tonnes.

Gold jewellery demand’s resulting in a full-year total of 1,411.6
tonnes, 34% lower than in 2019. It dropped to its lowest
annual level on record, decimated by the combination of the
global pandemic with its resultant market lockdowns and
record high gold prices at a time of economic slowdown. The
technology sector saw gold usage decline 7% to 301.9 tonnes
in 2020, but seeing marginal year-on-year growth to 84 tonnes
in the year end of 2020. Central bank buying slowed sharply in
2020, particularly in the second half of the year. Annual central
bank purchases came to 272.9 tonnes of which 86% was
added in the first half of 2020. Although the consumer demand
of jewellery and technology is kept pessimistically affecting by
the global pandemic, the investment demand through gold ETFs
remains strong.
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MANAGEMENT DISCUSSION AND ANALYSIS
EEENWR DN

Total annual gold supply of 4,633 tones was 4% lower year-
on-year, the largest annual fall since 2013. The drop was largely
explained by coronavirus-related disruptions to mine production.
Gold mine production totalled 3,400.8 tonnes in 2020,
representing 4% lower than 2019. With expectation that the
interruptions to mine production from the pandemic to diminish
further in 2021, the mine is forecast to increase output as the
transition to underground operations progresses.

The gold price reached a historical high of US$2,067.15 per oz
during 2020. While the gold price subsequently consolidated
below its intra-year high, it remained comfortably above
US$1,850 per oz for most in the third and fourth quarter,
finishing the year at US$1,887.60 per oz. Gold's price
performance in the second half of 2020 seemed to be linked
more to physical investment demand, either in the form of gold
ETFs or bar and coins rather than through the more speculative
futures market.

Along with the research and development and the use of the
vaccines, the general market expects the economic recovery in
2021 with a rebound from the low. In addition to the potential
positive impact to the gold price benefited from the economic
recovery, there are other factors such as the currency policy of
different countries, geopolitical factor, interest rate, inflation and
risk-free sentiment, also make the influence towards the trend
of gold price. In general, we are of the view that gold is still the
important risk-free asset and optimistic to the investment value
in gold and gold price in a long term.

BAY AREA GOLD GROUP LIMITED
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MANAGEMENT DISCUSSION AND ANALYSIS

BUSINESS REVIEW

Gold Mining Business

At the same time, the Group continued focusing in mine

development and reserve converting exploration during the
year. Total gold production was 2.4 tonnes (77 Koz) during the

year, a 18% increase as compared to that in 2019.

(1)

Henan Jinxing Gold Mine

Henan Jinxing Mine is located approximately 6 km from
the regional town of Baitu and approximately 110 km
southwest of Luoyang City, Henan Province. It is the
largest mine in terms of gold resources of the Group. It is
an underground mine and consists of two areas, namely
Jinxing area and Xiepojing area. The Group acquired
Jinxing Mine in 2010. Ten vein groups have been identified
within the mining area, with similar orientation, size and
shape. The variation of overall continuity of the thickness
and grade of the vein is also relatively consistent, which
suggested good potential for further resources expansion.
Jinxing Mine has received the environmental approval and
safety approval for its new tailings yard and has started
the construction work. It has JORC code and its equivalent
gold resources of 74.4 tonnes (2,391 Koz) with average
grade of 4.6g/t. Gold production in 2020 was 0.5 tonnes
(15 Koz), a decrease of 12% compared to that of 2019.

During the year of 2020, Jinxing Gold Mine has exploited
Xingxingyin No. 1 Shaft for 494 metres, Houmusi No.2
Shaft for 560 metres and carried out shaft installation
for 669 metres. In addition, Jinxing Gold Mine has also
carried out the pit exploration and drivage for 480 metres,
geophysical survey of 51 points, and 1:10000 geological
survey for 17 sg. km; 1:2000 topographic mapping for 22
sq. km and 10 E grade control survey points during the
year. Furthermore, Jinxing Gold Mine has also carried out
the drilling construction for 13,800 metres.
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MANAGEMENT DISCUSSION AND ANALYSIS
EEENmR D

(i1)

Henan Luanling Gold Mine

Luanling Mine is located in Luanchuan County, Henan
Province, 40 km away from Jinxing Mine. It is composed
of Northern underground mining site and Southern
open-pit and underground mining site and is contained
within a single mining licence with an area of 9 km?. The
Group acquired the mine in 2010 and realised full scale
production in 2012. It has JORC code gold resources of
59.0 tonnes (1,897 Koz) with average grade of 3.2g/
t. Gold production in 2020 was 1.1 tonnes (36 Koz), an
increase of 80% compared to that of 2019.

During 2020, Luanling Mine has constructed the green
mine, including mining environmental restoration and
land reclamation, completion of pads in the mine area,
open slag pile left over from history, rack-cleaning of
the Zhutoupo open mine pit, site formation, terrace
renovation, masonry mortar and masonry retaining walls,
building of concrete drainage ditches, soil covering, grass
seeds sowing and plantation. In addition, under the
requirements of green mine construction, signboards,
clipboards, dashboards and word paints of different
industrial areas, factories, mines were added in mine
areas to demonstrate the slogans of our corporate
culture. Furthermore, ecological renovation was carried
out according to the requirement of the government
of Luoyang City. Pits of 625, 735, 810, 838, 307, 301
and 308 have completed the land restoration works for
temporary slag slopes. During the year, Luanling Gold Mine
has renovated different industrial areas according to the
requirements of national standards regarding the industrial
areas, including planning and design, solidification and
repair after separation of industrial use and dormitory,
added more signs, dashboards and slogans of promotion
of environment and occupational health, plantation and
flowering to create a better working environment. By
the above-mentioned works, Luanling Gold Mine has
passed the approval of green mine of Henan Province in
September 2020 and nominated in the Provincial Green
Mine List and included in the demonstration zone of
provincial gold mine for green development.

BAY AREA GOLD GROUP LIMITED
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(i)

MANAGEMENT DISCUSSION AND ANALYSIS

During the year, Luanling Gold Mine has carried out the
digging, it completed the re-exploration and drilling for
704.58 metres on the basis of drilling of 2019, further
clarified the resource storage of mine area and set up
the cornerstone for future production. Save for the
abovementioned, Luanling Gold Mine has conducted
safety rectification for secondary mining areas. By
expansion of tunnels, addition of steel supports, resetting
of pipelines and cables and optimization of a series of
six major systems, the production systems of secondary
mining areas were significantly improved. At last, Luanling
Gold Mine has added the information platform according
to the requirements of the management office of Henan
Province. The addition of production information platform
is mainly for prioritizing the safety management and
investigation and governance of hidden dangers to
enhance the safety management level of personnel on
time in terms of safety management and governance.

Yunnan Mojiang Gold Mine

Mojiang Mine, is located in Mojiang County, Pu'er
City, Yunnan Province, which is approximately 300
km southwest of the provincial capital — Kunming of
Yunnan Province. It lies on the famous Mojiang-Jinping
and Ailaoshan Fold Belt, implying favourable geology
attributions. It has JORC code gold resources of 13.7
tonnes (441 Koz) with average grade of 1.4 g/t. Gold
production in 2020 was 0.4 tonnes (17 Koz), a 29%
decrease compared to that of 2019.

(iir)
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MANAGEMENT DISCUSSION AND ANALYSIS
EEENmR D

(iv)

During 2020, the construction of Mojiang Mine includes
renovation of gold room and warehouse and construction
of workshops. In addition, Mojiang Mine focused on
Line 90-96 surface oxide mineral resources and sulfide
mineral for middle-to-deep areas, and commenced the
production for exploration in mapping out areas in Line
56 mine, together with 7 holes designed by the Gold
Force in 1982, total drilling footage of 1,812.07 metres,
only two of which has discovered with minerals: minerals
were discovered in 190 meters of hole length of 96ZK1
hole with 6.0 metres thick and average grade of 3.27 g/
t. The estimated metal volume was 58.86 kg and 53ZK1
hole was 1.5 metres with average grade of 5.72 g/t. The
estimated metal volume was 8.58 kg. The remaining five
holes has only dug into the mineral layer in Devonian
period with grade of below 1.0 g/t, the exploration for
storage addition was immaterial.

Yunnan Hengyi Gold Mine

Hengyi Mine is located in Zhenyuan County, Yunnan
Province. It is approximately 380 km southwest from
Kunming. It holds two mining licenses, namely Shangzhai
and Bianfushan.

Hengyi Mine is located between the Mojiang-Jinping
Fold Belt and the Ailaoshan Fold Belt of the San Jiang
Metamorphic Fold System. The San Jiang Metamorphic
System is situated on the southwest margin of the Yangzi
Platform and the northeast margin of the Simao Block
between the Honghe and Amojiang Faults.

Since the Group’s acquisition of Hengyi Mine in 2012, the
Group has been working on ramping up its production
capacity. Heap leaching has been practised for several
years at the mine. It has JORC code gold resources of 51.0
tonnes (1,641 Koz) with an average grade of 2.7 g/t. Gold
production in 2020 was 279 kg (9 Koz), a 136% increase
compared to that of 2019.

BAY AREA GOLD GROUP LIMITED
Annual Report 2020
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MANAGEMENT DISCUSSION AND ANALYSIS

Inner Mongolia Yongtfeng Gold Mine

Yongfeng Mine is an underground mine which was
acquired by the Group in 2009. Yongfeng Mine consists
of two mining areas, namely Lianhuashan mining area
and Honghuagou mining area, which are further divided
into seven sub-mining areas. Yongfeng Mine is located
in the middle segment of the northern margin of the
North China Plate, adjacent to the Inner Mongolia Fold
Belt in the North. Seven mineralised veins were identified.
The mineralised veins have similar characteristics with an
average width between 1 and 1.5 metre and occur as
gold-bearing quartz veins. It has resources of 16.1 tonnes
(519 koz) with an average grade of 9.5 g/t. The output
of Yongfeng Mine in 2020 was 2 kg (0.06 Koz), a 75%
decrease compared to that of 2019.

Trading of metals and minerals

The Group is involved in trading of metals and minerals in
PRC and the revenue of this segment was approximately
HK$419,309,000 (2019: HK$289,723,000).

Financial Services Business

During the year under review, the Group has maintained one

investment fund under its management in the PRC.

(v)
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MANAGEMENT DISCUSSION AND ANALYSIS
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GOLD RESOURCES/RESERVES

At the end of year 2020, the Group had total resources of
214.2 tonnes which is compliant with the JORC code and/or
its equivalent. Measured and indicated resources (inclusive of
proven and probable reserves) were 78.8 tonnes and inferred
resources were 135.4 tonnes. The measured and indicated
resources (inclusive of proven and probable reserves) and
inferred resources of each mine of the Group are detailed in the
table below. The gold grade ranged from 1.4 g to 9.5 g per ton
of resources.

BESERE RE

RZTZTFFR - AEBIRIORCIEE
%/ SHELEREE 21428 o KA
HEHERE (RESEARREE) B
78 8MA R T &R E135.40 - AEEF
EERMRAEZEHERE (REEER
BEEHER) UREEEREFINTE

BEMUNTRERSHE147TE9.557 ©

Updated mineral resources table @ BHEEERKO
Au Metal (t) Au Metal (Koz)
SE8 () S8 (T&7)
Measured + Measured +
Indicated? Inferred Total Indicated?® Inferred Total
B+ 12H@ bid- ) Bt FH+EFQ bid - aF
Jinxing Mine SEETR 349 395 74.4 1,121 1,270 2,391
Luanling Mine BEPE 15.0 44.0 59.0 482 1,415 1,897
Mojiang Mine BT4H 10.2 35 13.7 328 13 441
Hengyi Mine E%EH 13.7 373 51.0 442 1,199 1,641
Yongfeng Mine KEEHE 5.0 11.1 16.1 162 357 519
Total &t 78.8 1354 214.2 2,535 4,354 6,889

(1) All mines’ resources and reserves are JORC code compliant and/
or its equivalent.

(2)  Measured and indicated resources are inclusive of proven and
probable gold reserves.

BAY AREA GOLD GROUP LIMITED
Annual Report 2020
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ANNUAL REVIEW - EXPLORATION AND

MANAGEMENT DISCUSSION AND ANALYSIS

INFRASTRUCTURE DEVELOPMENT

The Group continued its exploration work in its mines, and in
total has completed trenching of approximately 24,690m and
diamond drilling of approximately 1,812m.

Jinxing Mine £ Bl &2

7)

2)

Exploration activities &/ &)%)

i) Exploration area and size

HREIRBEEDRE

i) Exploration project
HRIRE

i) No. of drillholes
EFRILEA

i) Average size of drillholes

ERRATHAN

EEENWR DT

FELE-BRREZRE

AEBREBILFSERSHRIE &£
TR IR E 424,600k » #EIF T2

241,812K ©

Jinxing (5km?)
eREGFHAE)

Trenches (9,479m)
IR (9,479K)

2 drilling spots of each of
10 mine mouths
£10fE50 - HERO
2{ETIEA

Trenching of 2.2*2m,;
Wig2.2% 2K

Development/construction activities #& ez %/~ iEi%ZE)

i) Area

B

ii) Infrastructure construction
AR ReER

Jinxing
o

Development of main tunnel and
engineering cut works of mine mouths
No. 18,28,19,3 Xingshuya,Moshigou,
Houmusi, Qiaogou, Xiaobeigou
tunnels, etc.

1841 ~ 2831+ 1941 331 - A -
ERE BEF BE MLES
BT BRARM AR TE

Xiepojing (0.05km?)
MEHF(0.05FARE)

Trenches (4,566m)
1R (4,566K)

2 drilling spots of each of
2 mine mouths
H2{ERA -
FENA2ETER

Trenching of 2.2*2m
ni82.2* 2K

Xiepojing
AR

Development of the main tunnel and
engineering cut works of Xiepojing,
extension of slope mine

MEHEBRA - R IIRR
FHHER

BEECEEARL T
—E-BEEH
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MANAGEMENT DISCUSSION AND ANALYSIS

EEENWR DN

Luanling Mine B £1&

1) Exploration activities &/ &)%)

i) Exploration area and size
HRESREEER

i) Exploration project
HRIRE

i) No. of drillholes

ERRAHE

iv)  Average size of drillholes

ERRIL TN

South Area (2.7km?)
BE Q7 FARE)

Trenches (4,594m)
IR (4,594K)

3 drilling points of each of
5 mine mouths
H#5{ERA - BERAIELER

Trenching of 2.2*2m
N1i82.2% 2K

2)  Development/construction activities % %/& - iEi% T2

i) Area

&

ii) Infrastructure construction
EMReER

BAY AREA GOLD GROUP LIMITED
Annual Report 2020

South Area
BE

Development of main tunnel and
engineering cut works of tunnel
No.301, 305, 306, 307 and 308

30151 ~ 30557 ~ 30631 3074 K
308 EBFA MR T2

North Area (6.3km?)
It (63FFRE)

Trenches (6,051m)
1R (6,051K)

4 drilling spots of each of
5 mine mouths
H5(ERA - BERA4ETER

Trenching of 2.2*2m
Ni82.2% 2K

North Area
ItE

Development of main tunnel and
engineering cut works of Dongpo
No.100, Huichungou No.200, 201, 202
and 115

RIR1004T  EHEA2005 -

20141~ 2025 R 115 £ BFARED
-



Mojiang Mine &I £
1) Exploration activities &/ &)%)

i) Exploration area and size

HREARBEEDRE

i) Exploration project

BiRTI2

i) No. of drillholes
ERRILER

i) Average size of drillholes

ERAILFEA)

v)  Average depth of drillholes
ERRATIRE

MANAGEMENT DISCUSSION AND ANALYSIS

Open Cut (0.4km?)
BRRE (04FFRE)

Diamond drilling (1,812m)
&% (1,812K)

7 drillholes
T{EEA

Diameter of 75mm

EHEEZX

259m
259K

2)  Development/construction activities fE ez 2/& ~ i B

i) Area

B[S
BE

ii) Infrastructure construction
EWRSR RS

Open Cut
BRRE

Construction of a three mining
stope to separate the stripping and
mining area, and 3 other heap
leaching plants

HEIERS 5
/\E/ \41@1%/7\1?31

2 RIREE - SRR

EEEN®R DN

Underground

N RE

No. 2 and No. 1 bulkhead wall for
mining junkyard, phase two mine
mouth mining and rehabilitation
project, middle tunnelling working
1783, 1820, 1890
2RRIFHLIHEBTR
“HRFORKREEIRE 1783
1820 + 1890 BB IRZ

BEEESKEEBARAA 19
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MANAGEMENT DISCUSSION AND ANALYSIS
EEENWR DN

EXPLORATION, DEVELOPMENT AND MINING
PRODUCTION EXPENDITURES

During the year, the Group had capital expenditures of HK$169
million for exploration, development and mining production
and had entered into certain significant contracts with certain
independent contractors for provision of exploration and
infrastructure development of the Group. Details of the relevant
exploration and infrastructure development work are set in
above section headed “ANNUAL REVIEW — EXPLORATION AND
INFRASTRUCTURE DEVELOPMENT". Details of the Group’s
capital commitments are set out in note 35 to the consolidated
financial statements.

During the year, the Group incurred direct and production costs
of HK$1,202 million which included raw materials of HK$482
million, amortisation and depreciation of HK$230 million,
wages and subcontractors’ fees of HK$391 million, resources
compensation fees and taxes of HK$53 million and other
miscellaneous mining and processing costs of HK$46 million.

MERGERS AND ACQUISITIONS AND DISPOSAL

On 23 January 2020, the Company and Shenzhen ZSY
Asset Management Co., Ltd. entered into a share purchase
agreement pursuant to which the Company has agreed to sell
and Shenzhen ZSY Asset Management Co., Ltd. has agreed
to purchase 100% of the issued shares of Hong Kong Bay
Securities Limited and Hong Kong Bay Asset Management
Limited at the consideration equivalent to the NAV plus the
Premium in cash, subject to a maximum amount of HK$23.1
million.

BAY AREA GOLD GROUP LIMITED
Annual Report 2020
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MANAGEMENT DISCUSSION AND ANALYSIS

After completion of the share purchase agreement, the
Company will cease to have any interest in Hong Kong Bay
Securities Limited and Hong Kong Bay Asset Management
Limited which will cease to be subsidiaries of the Company and
their financial results and position will not be consolidated into
the financial statements of the Company.

Since the conditions in share purchase agreement have not
been fully satisfied on or before the day falling 12 months after
the date of the share purchase agreement i.e. 22 January 2021
("Long Stop Date”), the Company and the Purchaser entered
into a letter of confirmation extending the Long Stop Date to 22
January 2022 on 22 January 2021.

Details of the above disposal are set out in the Company’s
announcements dated 23 January 2020, 14 February 2020 and
22 January 2021. As at the date of this Report, the said disposal
has not completed.

On 24 February 2021, Shanghai Junzhou Trading Co., Ltd.
(“Shanghai Junzhou”) has entered into the Capital Injection
Agreement (“CIA") with Kong Chun Hong Kong Limited
("Kong Chun”), Zhuhai Munsun Asset Management Co., Ltd.
("Zhuhai Munsun”) and Luanchuan County Luanling Gold
Mine Co., Ltd., (“Luanling Gold Mine"”) pursuant to which
Shanghai Junzhou has conditionally agreed to make the Capital
Injection of RMB240,000,000 (equivalent to approximately
HK$288,048,000) into Luanling Gold Mine.

Following the Capital Injection, the total registered capital of
Luanling Gold Mine will be increased from RMB102,050,000
to RMB342,050,000. Shanghai Junzhou and the Company
(through Kong Chun and Zhuhai Munsun) will hold the equity
interest in Luanling Gold Mine in such proportion as to be
further determined among all abovementioned parties based
on a valuation on the equity interest of Luanling Gold Mine to
be conducted by an independent valuer and to be agreed by all
abovementioned parties. Luanling Gold Mine will remain as an
indirect non-wholly owned subsidiary of the Company following
the Capital Injection.
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MANAGEMENT DISCUSSION AND ANALYSIS
EEENWR DN

A Special General Meeting (“SGM") will be convened and
held by the Company for the Shareholders to consider and
approve, among other matters, the CIA and the transactions
contemplated thereunder. A circular containing, among other
things, (i) further details of the CIA and the transactions
contemplated thereunder; (ii) other information as required by
the Listing Rules; and (iii) a notice convening the SGM and the
proxy form in respect of the SGM, is expected to be despatched
to the Shareholders on or before 30 April 2021. Detail of the
above disposal is set out in the Company’s announcement dated
24 February 2021.

Save as disclosed above, there was no other significant major
merger, acquisition or disposal by the Group during the
reporting period and up to the date of this Annual Report.

FINANCIAL REVIEW
Revenue and Results

During the year, the Group recorded loss from operations of
HK$2,567 million as compared with loss from operations of
HK$291 million last year. The increase in loss from operation
are mainly due to a one-off loss on goodwill impairment of
approximately HK$7 million (2019: HK$274 million), a one-off
loss on mining rights impairment of approximately HK$1,335
million (2019: HK$nil), a one-off loss on fixed assets impairment
of approximately HK$934 million (2019: HK$nil), a one-off
loss on deposits paid for gold mining rights impairment of
approximately HK$146 million (2019: HK$nil), a one-off loss on
trade, loans and other receivables impairment of approximately
HK$169 million (2019: HK$nil), a one-off loss on deposits paid
for acquisition of fixed assets impairment of approximately
HK$63 million (2019: HK$nil) and write-off of fixed assets
of approximately HK$31 million (2019: HK$nil). However,
the increase in loss from operation is partly offset by the
decrease in administrative expenses and the increase in gross
profit mentioned in the following paragraph in this section.
Accordingly, the Group’s loss after tax increased to HK$2,907
million during the year as compared to HK$631 million in the
last year.

BAY AREA GOLD GROUP LIMITED
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MANAGEMENT DISCUSSION AND ANALYSIS

During the year, the Group’s revenue increased by 40% to
HK$ 1,453 million (2019: HK$1,040 million). The increase in
revenue is mainly arisen from the increase in gold price, increase
in trading of metals and minerals and the increase in the Group’s
gold production during the year. The gross profit margin of the
Group increased to 17% during the year (2019: 16%) which is
attributable to the increase in gold price. However, the increase
in gross profit margin is eroded by the increase of revenue in
trading of metals and minerals which has a lower gross profit
margin than other operating segments, and the increase in the
Group's production costs per unit. In addition, increased mining
depth and complicated geologic structure in the mining site
currently under production pushed production cost higher.

The Group's total comprehensive expenses increased by 273%
to HK$2,630 million during the year as compared to HK$705
million last year. The increase in total comprehensive expenses is
mainly attributable to the increase in loss after tax as mentioned
above. However, the increase in total comprehensive expenses
is eroded by an exchange gain (arisen from depreciation of
exchange rate of RMB against HK$) on translation of financial
statements of PRC subsidiaries and associate of HK$259 million
during the year (2019: exchange loss of HK$92 million).

Details of the segment information of the Group’s revenue and
results from its gold mining business, trading of metals and
minerals and financial services business are set out in note 5 in
the consolidated financial statements.

During the year, the loss per share of the Company was
HK$9.79 (2019: HK$2.16 (restated)). The loss per share last
year has been adjusted to reflect the impact on the Capital
Reorganisation (details are set out in note 28(b) in the financial
statement) of the Company which was effective on 10 August
2020.
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MANAGEMENT DISCUSSION AND ANALYSIS
EEENWR DN

Other Income and Other Gains

The Group’s other income increased by 100% to HK$6 million
during the year as compared to HK$3 million last year. The
increase in other income is mainly due to the Group recorded
a waiver of other payables HK$2 million (2019: HK$nil) and
government subsidies HK$1 million (2019: HK$nil) during the
year.

During the year, the Group's other gains decreased from HK$2
million in the last year to HK$0.7 million during the year. The
decrease is mainly attributable to the decrease in exchange gain
to HK$1 million (2019: HK$2 million).

Selling and Distribution Costs

During the year, the Group’s selling and distribution costs
increased to HK$21 million (2019: HK$11 million). The increase
is mainly attributable to the increase in the Group’s revenue.

Administrative Expenses

During the year, the Group’s administrative expenses were
HK$119 million (2019: HK$183 million), representing a decrease
by 35% as compared with last year.

Finance Costs

During the year, the Group's finance costs were HK$337 million
(2019: HK$366 million), representing a decrease by 8% as
compared to last year. The decrease in finance costs is mainly
due to a one-off loss on the 2021 Convertible Bonds Restructure
of HK$79 million recorded by the Group during last year, but,
no relevant loss incurred during the current year. However,
this is partly offset by the increase in total interest expenses on
financial liabilities to HK$368 million (2019: HK$356 million) and
the decrease in non-cash fair value gain on derivative financial
instruments relating to the convertible bonds from HK$67 million
in the last year to HK$29 million during the year.
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MANAGEMENT DISCUSSION AND ANALYSIS

Deferred Tax Liabilities

As at 31 December 2020, deferred tax liabilities amounted to
HK$591 million (2019: HK$559 million), which represented mainly
the estimated tax effect of the temporary differences arising from
acquisitions of gold mines by the Group in previous years and
were calculated at PRC income tax rate of 25% on the increase
in fair value of mining rights. The deferred tax liability balance is
subsequently reversed and credited to the consolidated statement
of profit or loss as a result of tax effect of the amortisation of the
mining rights. Such liabilities are accounted for in accordance
with the accounting principle and therefore no cash payment
is required. Details are set out in note 27(a) in the consolidated
financial statements.

Liquidity and Financial Resources

At 31 December 2020, the Group's cash and bank balances
(including pledged deposits) and net current liabilities were
HK$166 million (2019: HK$175 million) and HK$2,435 million
(2019: HK$2,527 million) respectively. The decrease in the
Group’s net current liabilities is mainly attributable to the
decrease in bank and other borrowings under current liabilities
of HK$787 million at 31 December 2020 which was arisen
from a reclassification of bank and other borrowings under
current liabilities at 31 December 2019 to non-current liabilities
at 31 December 2020. However, this is partly offset by the
reclassification of convertible bonds of HK$317 million from
non-current liabilities to current liabilities at 31 December
2020 (details are set out in note 25 in the financial statement).
The Group’s net assets decreased to HK$4,401 million (2019:
HK$7,031 million).
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MANAGEMENT DISCUSSION AND ANALYSIS
EEENWR DN

The Group has met its needs of working capital and capital
expenditure mainly through cash generated from operations,
bank and other borrowings and equity financing. As at 31
December 2020, the Group's bank and other borrowings
were repayable within one to three years and its fixed rate
borrowings over total borrowings was 92%. There is no
significant seasonality of the borrowings demand of the Group.
Further details of the Group’s bank and other borrowings are
set out in note 24 to the consolidated financial statements.
The Company's directors are of the opinion that the Group
will be able to finance its future working capital and financial
requirements as further detailed in note 2 in the consolidated
financial statements.

The Group’s cash and bank balances and bank and other
borrowings are mainly denominated in Hong Kong Dollars and
Renminbi.

CAPITAL STRUCTURE

At 31 December 2020, the total number of issued ordinary
shares of the Company was 297,094,903 shares, each of
HK$0.001 (the “Shares”). During the year, the Company has
completed the reset of conversion price of the convertible
bonds, refreshment of general mandate, and also the capital
reorganisation as well as the change in board lot size. Further
details are set out in the section headed “Share Capital” in the
report of the directors in this annual report and note 28(b) in
the consolidated financial statements respectively.

The Group from time to time reviews and manages its
capital structure to maintain a balance between the higher
shareholders’ returns that might be possible with higher levels
of borrowings and the advantages and security afforded by a
sound capital position, and makes adjustments to the capital
structure in light of changes in economic conditions. There were
no changes in the Group's approach to capital management
during the year.
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MANAGEMENT DISCUSSION AND ANALYSIS

At 31 December 2020, the Group’s gearing ratio increased to
43% (2019: 32%). The Group monitors capital using a gearing
ratio, which is calculated as the net debts divided by total equity
plus net debts. The Group’s net debts include bank and other
borrowings and convertible bonds, less cash and bank balances
and pledged deposits. The Group's total equity comprises total
share capital and reserves of the Group.

PLEDGE OF ASSETS

Details of pledge of assets of the Group are set out in note 30
to the consolidated financial statements.

CONTINGENT LIABILITIES

The Group has been served two claims commenced by two
different independent parties. These claims are in relation to
normal commercial activities of the Group. No material provision
was made against these claims because the directors, having
obtained legal advice, believe that the Group has meritorious
defence against the plaintiffs of such claims. For details of
the litigation which the Group is involved, please refer to the
paragraph headed “LITIGATIONS” below.

Save as the above, the Group did not have other material
contingent liabilities as at 31 December 2020.

FOREIGN CURRENCY EXPOSURE

The Group’s principal assets and liabilities are located in the PRC
and are denominated in RMB which is the functional currency
of the Group's subsidiaries in the PRC. The Group did not enter
into any forward foreign exchange contracts to manage its
foreign currency risk during the year as the directors considered
that the Group's exposure to exchange rate risk could be
managed. Details of the foreign exchange risks of the Group
during the year are set out in note 34(e) to the consolidated
financial statements.
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MANAGEMENT DISCUSSION AND ANALYSIS
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BUSINESS RISK

The Group is exposed to price risks arising from the market price
fluctuations on gold products. To protect the Group from the
impact of price fluctuations in gold products, the management
closely monitors gold product price exposure and will consider
to use derivative contracts should the need arises. The Group
did not enter into any forward equity securities contracts to
manage its equity securities price risk. The Group mitigates its
price risk by performing detailed analysis of investments and
dedicated professionals are assigned to oversee and monitor the
performance of investments. Details are set out in note 34(d) in
the consolidated financial statements.

SIGNIFICANT INVESTMENTS

At 31 December 2020, the Group had investments in equity
instruments at fair value through other comprehensive income
of HK$329 million, representing 3% of the Group's total assets,
which include mainly investment in an unlisted company in the
PRC of HK$317 million and investment in a private equity fund
in the PRC of HK$12 million.

Save as disclosed above, the Group did not have any other
investments at 31 December 2020.

LITIGATIONS

At the end of the reporting period, there are the following
litigations pending against the Group:

(@) Writ issued by Chance Talent Management
Limited against the Company in Hong Kong

On 18 May 2020, the Company received a Writ of
Summons issued by Chance Talent Management Limited
(“Chance Talent”) claiming for, inter alia, a sum of
HK$247,337,000 and its corresponding interest.
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MANAGEMENT DISCUSSION AND ANALYSIS

Major allegations raised by Chance Talent against the
Group as set out in the Statement of Claim (included in
writ of summons) are as follows:—

1. it is alleged that the Company entered into a loan
agreement with Tai Ning Investment Holdings
Limited (“Tai Ning"”), a substantial shareholder
of the Company. Pursuant to the purported loan
agreement, Tai Ning agreed to make available to the
Company a loan of up to HK$248,000,000 (“the
Intercompany Loan").

2. itis alleged that Tai Ning and Chance Talent entered
into a note subscription agreement dated 8 March
2016 ("Note Subscription Agreement”) whereby
Chance Talent subscribed for notes issued by Tai
Ning for a consideration of HK$248,000,000.
Additionally, the Intercompany Loan was allegedly
assigned to the Chance Talent. The Group was not a
party to the above arrangements.

3. itis alleged that Chance Talent caused the remittance
of a sum of HK$247,337,000 as the drawdown of
the Intercompany Loan.

On 13 August 2020, the Company filed its Defence to
Chance Talent's claim. The Company’s defence argues
that, inter alia:—

1. the Intercompany Loan was never drawn down and
that the sum received from Chance Talent were
consideration of a share subscription agreement
between the Company and Tai Ning (the “Tai
Ning Share Subscription Agreement”) dated
29 January 2016 whereby Tai Ning agreed to
subscribe for the Group’s shares at a consideration
of HK$248,000,000. Shares were issued to Tai
Ning after receipt of said consideration. On 23
March 2016, the Company issued and allotted
1,078,260,869 shares to Tai Ning.
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MANAGEMENT DISCUSSION AND ANALYSIS
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(b)

2. The share subscriptions of Tai Ning were well
documented at the time. The Company published
an Announcement on 29 January 2016, held an
Extraordinary General Meeting on 12 March 2016,
published an Announcement on 30 March 2016
and made relevant disclosure in the 2016 Annual
Report concerning the signing, the terms and the
completion of the Tai Ning Share Subscription
Agreement.

3. In contrast, there was no contemporaneous
corporate record in support of the alleged
Intercompany Loan.

On 15 December 2020, Chance Talent filed an Amended
Statement of Claim which substantively amended its
original claim. Chance Talent alleges that, inter alia,
although the Company is not a party to the Note
Subscription Agreement, it has knowingly received the
funds from Chance Talent dishonestly assisted Tai Ning in
breaching its fiduciary owed by Tai Ning to Chance Talent.

On 23 February 2021, the Company filed its Amended
Defence denying all allegations advanced by Chance Talent
in the Amended Statement of Claim and maintaining its
original defence as set out above.

As at the date of this report, the case is still ongoing.

Writ issued by Ms. Yan Nan against the
Company in Hong Kong

On 11 May 2020, the Company received a Writ of
Summons indorsed with a Statement of Claim issued by
Ms. Yan Nan (“Ms. Yan”) against the Company. Ms. Yan
claims for immediate repayment of bond with a principal
of HK$5,000,000 (the “Bond”) and outstanding interest.
This bond was included in other borrowings of the Group
at 31 December 2020 (note 24). Ms. Yan alleges that an
event of default was triggered on the purported basis that
the Company was unable to repay its debts.
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MANAGEMENT DISCUSSION AND ANALYSIS

On 17 August 2020, the Company filed its Defence.

Ms. Yan has yet to file its Reply to the Company’s Defence.
As at the date of this report, the case is still ongoing.

The directors of the Company have obtained legal opinion
regarding these two legal cases and considered that
the Group has meritorious defence and will continue to
contest the proceedings in court. Accordingly no provisions
for these litigations is considered necessary to be made in
the consolidated financial statements.

EMPLOYEES

As at 31 December 2020, the Group employed approximately
750 (2019: 710) employees in the PRC and Hong Kong. All
employees are remunerated according to their performance,
experience and prevailing industry practices. Both on-the-job
and professional training are provided. The Group provides
retirement benefits in the form of Mandatory Provident Fund
Scheme under the Hong Kong Mandatory Provident Fund
Scheme Ordinance to its employees in Hong Kong. The Group
provides defined contribution retirement benefit schemes
organised by the relevant local government authorities in the
PRC to its employees in the PRC.

PRODUCTION SAFETY AND ENVIRONMENTAL
PROTECTION

We operate in a responsible manner to ensure the health
and safety of employees of our Group. We are committed to
meeting applicable legal requirements and where possible seek
to implement leading industry standards in our operations.
We have established a dedicated safety and environment
enhancement team that is responsible for the occupational
health and safety of our mines and operations.
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MANAGEMENT DISCUSSION AND ANALYSIS
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We are subject to various PRC laws and regulations with respect
to the prevention and treatment of occupational diseases, the
prevention of worksite accidents and the handling of industrial
injuries. Production safety permits have been obtained for our
mines.

We have adopted a comprehensive set of internal occupational
health and safety policies for our mines. We conduct staff
training, review internal safety procedures, carry out regular
on-site safety inspections and continuously monitor the
implementation of safety policies. Protective equipment and
clothing are regularly provided to our mine personnel, and we
reqgularly check proper usage of such equipment. In addition,
each of our mines has been equipped with a real-time visual
monitoring system to monitor mine operation and safety.
We have also set up an inspection and detection system in
the explosive warehouses in each of our mines to provide
comprehensive protection to the usage and security of daily
explosives.

We require our third-party contractors to possess requisite
production safety licences and relevant qualifications for the
work they contract from us and to undertake appropriate safety
measures.

We have been in compliance with all relevant PRC laws and
regulations regarding occupational health and safety in all
material respects. We have not had any material accident
involving death or personal injury at any of the mines operated
by us.

In accordance with Rule 13.91 of the Rules Governing the
Listing of Securities on the Hong Kong Stock Exchange (the
“Listing Rules”), the Company will publish an Environmental,
Social and Governance ("ESG"”) Report within three months
after the publication of this annual report in compliance with
the provisions set out in the ESG Reporting Guide in Appendix
27 to the Listing Rules.
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MANAGEMENT DISCUSSION AND ANALYSIS

RELATIONSHIP WITH GOVERNMENT AND
AWARDS

The Group has been maintaining good relationships with the
local governments where the mines are located.

In July 2012, the Group signed the cooperation framework
agreement on mineral resources exploration and development
with the local government of Yunnan Province. According to
the agreement, with the local government'’s strong support and
assistance on exploration development and consolidation of
gold resources, the Group will have the priority rights to access
to the gold mining assets in the region. Moreover, the local
government will provide support on infrastructure, including
power, water and logistics.

In 2011, the Group also signed the similar framework
agreement with local government of Henan Province. According
to the agreement, the local government will provide full support
in terms of the Group's consolidation of precious metal resource
sector in the region. The Group is also subject to the subsidy
policy tailored for foreign investment as well as the favourable
policy for land acquisition and other approvals.

In November 2019, Luanling Mine was awarded the third place
of "Jinding Cup” Quiz Game of Implementing Safety Production
Ordinance of Luanchuan County in Henan Province issued by
Safety Production Committee of Luanchuan County.
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MANAGEMENT DISCUSSION AND ANALYSIS
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Luanling Mine has engaged Huixuli Technology Company to
develop an information platform of safety management for
Luanling Mine, of which all employees (including construction
teams) are equipped with a personal user account, which
significantly enhanced the safety operation skills and overall
safety level of all employees by installing the information
platform. The information platform was approved by experts
organized by Luanchuan Security Production Superintend
Management Bureau in August 2020. In September, Luanling
Mine has successfully passed the approval of provincial green
mine of Henan Province, and categorized as the Countywide
Green Mine Development Model Zone by Luanchuan County.
After the safety integration of the secondary mining area in
November, it has successfully passed the approval organized by
Luoyang Security Production Superintend Management Bureau
and renewed the safe production license of the secondary
mining area. During the year, resource storage volume of
production and exploration in Luanling Mine has passed the
expert assessment organized by the Natural Resource Bureau
of Henan Province. The filing of resource storage has been filed
in the Provincial Office, to provide protection to the newly-
registered mining license in 2021.

CORPORATE STRATEGY AND CORPORATE
PROSPECT

The Group focuses on its principal business, gold mining. As
such, the Group's objective is to maintain its stable development
in respect of mine exploration and reserve increase by means
of strict implementation of existing mines exploration planning.
More effort will be put on optimizing the construction of
the major exploration projects and on the cost control in an
environmentally friendly manner. Being one of the largest
privately owned, China-based gold mining companies, the
Group commits business strategy as to: (i) continue to expand
production capacity at our existing mines, (ii) speed up
construction work of the capacity expansion and improve the
exploration efficiency, and (iii) continue to conduct further
exploration projects in order to increase resources and upgrade
reserves. As always, the Group will remain vigilant on costs and
adopt a prudent approach in its growth strategies.
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MANAGEMENT DISCUSSION AND ANALYSIS

RELATIONSHIP WITH SUPPLIERS, CUSTOMERS
AND OTHER STAKEHOLDERS

The Group understands that the success of the Group's
business depends on the support from its key stakeholders,
including employees, customers, suppliers, banks, regulators
and shareholders. The Group will continue to ensure effective
communication and maintain good relationships with each of its
key stakeholders.

The details of the Group’s major customers, the credit terms
granted to them and credit risk exposure are set out in the
section headed “Major Customers and Suppliers” in the “Report
of the Directors” and notes 19 and 34(a) in the consolidated
financial statements.
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CORPORATE GOVERNANCE PRACTICES

The Board has committed to maintain high standards of
corporate governance and procedures to ensure integrity,
transparency and quality of disclosure in order to promote the
ongoing development of the best long term interest of the
Company and enhance value for all the shareholders.

The Company complied with all the code provisions set out in
the Corporate Governance Code contained in Appendix 14
to the Rules Governing the Listing of Securities on the Stock
Exchange (the “Listing Rules”) throughout the year ended 31
December 2020 except for certain deviations as specified with
considered reason for such deviations as explained below.

DIRECTORS’ SECURITIES TRANSACTIONS

The Company has adopted the Model Code for Securities
Transactions by Directors of Listed Issuers (the “Model Code”)
as set out in Appendix 10 to the Listing Rules as its code of
conduct regarding Directors’ securities transactions.

The Company has made specific enquiry of all directors
("Directors”) of any non-compliance with the Model Code
during the financial year ended 31 December 2020, and they
have all confirmed their full compliance with the required
standard as set out in the Model Code.

BAY AREA GOLD GROUP LIMITED
Annual Report 2020

REERER

EEE HBNERRKFNRARER
SELERF  UBRHEFEMNTE
- BRENER  BREEFEER
ARAMEREENE R SERERE
FHEE -

BRTIX@mEzE TERAREAEZ BT
RN BE_F-_TF+_A=1+—H
IFE  ARAREETHIMAES LT
AT EFRR L) M8k T mAE M bR
EVASTRIM 2 EB<P RIS -

ESETESRRS
ARBIERALTRAM SR+ FEN L
MBETAEFETEFRXZNRESTRI
(IMEEFRI D ERAREESETES
o pac Sas

ARAFERSRES (EE)) REE-
ToEF+- A=+ ALMBEEY
TR EFEETANT AR S
W MEE2RERR  REC2EM
SPEAEST PR A SR o



CORPORATE GOVERNANCE REPORT

THE BOARD

The overall management of the Company’s business is vested
in the Board. The major responsibilities of the Board include
formulation of strategic plans, adoption of corporate strategies,
assessment of investment projects, monitoring and controlling
the Group's operating and financial performance, assessment
and management of risk to which the Group is exposed. The
management of the Group are responsible for the execution of
the Board’s decisions and day-to-day operation of the Group.

COMPOSITION

The composition of the Board during the year and up to date
of this report consists of nine directors, with five Executive
Directors, namely Mr. Yi Shuhao (Chairman and Chief Executive
Officer), Mr. Chen Sheng (Vice-Chairman), Mr. Zhang Lirui
(Vice-Chairman), Mr. Huang Zhiwei and Mr. Wang Baozhi, one
Non-Executive Director, namely, Mr. Hsu Jing-Sheng, and three
Independent Non-Executive Directors, namely, Ms. Wong Chi
Yan, Professor Xiao Rong Ge and Professor Zhang Tianyu.

There are no financial, business, family or other material
relationships among members of the Board.

Under provision A.2.1 of the Code, the roles of the Chairman
and the Chief Executive Officer should be separated and should
not be performed by the same individual.

Mr. Yi Shuhao, is currently the Chairman of the Board and the
Chief Executive Officer of the Company. The Board considers
that vesting both of the roles of Chairman and Chief Executive
Officer in Mr. Yi is beneficial to the business prospects and
management of the Group as Mr. Yi has in-depth experience
in business management and development and can lead the
Group to have continuous growth in the future. The Company
had considered the governance issue of balance of power and
authority on the board and believed that the structure of the
Company (including strong independent elements in the board
and delegation of authorities to management) was sufficient to
address this potential issue.
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The Company has appointed a sufficient number of
Independent Non-Executive Directors with suitable professional
qualifications, such as expertise in accounting and financial
management, in accordance with the requirements of the
Listing Rules. They actively bring their valuable experience to
the Board for promoting the best interests of the Company and
its shareholders. The Company has received from each of the
Independent Non-Executive Directors an annual confirmation of
his independence pursuant to Rule 3.13 of the Listing Rules and
the Company considers all of the Independent Non-Executive
Directors to be independent.

As permitted under the bye-laws of the Company (the “Bye-
laws"”), the Company has arranged Directors’ and Officers’
Liability Insurance for which Members of the Board and officers
of the Company do not have to bear any excess.

The term of office of the Directors (including Independent Non-
Executive Directors) is 3 years. In accordance with the Bye-laws,
at each annual general meeting of the Company, one third of
the Directors for the time being or, if their number is not 3 or
a multiple of 3, the number nearest to, but not less than, one-
third, shall retire from office by rotation provided that every
Directors shall be subject to retirement by rotation at least once
every three years.
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Attendance records of the Directors at Board Meeting, Executive
Committee Meeting, Audit Committee Meeting and General
Meetings held in 2020 are as below:

Number of meetings attended/held

bE/BNEERE
Executive Audit
Board Committee Committee General
meetings meetings meetings meetings
T BH
Name of Directors ESft? -] zEEER zEEER RxAg
Executive Directors; #hnES:
Mr. Yi Shuhao PERE 6/6 - - 22
Mr. Chen Sheng [y /6 - S 0
M. Zhang Liru b 56 - = 0N
Mr. Wang Baozhi TRFEE 56 - = 0N
Mr. Huang Zhiwel (appointed on 20 January 2020) ETELE(RZTTE-A-tHEER) 6/6 - - 0
Non-Executive Director; FUAES:
M. Hsu Jing-Sheng SHEBLE /6 = = n
Independent Non-Executive Directors; BUFHnES:
Professor Xiao Rong Ge HRBAR /6 = 3 0
Ms. Wong Chi Yan Gty 566 S n 0
Professor. Zhang Tianyu FARAK 506 = 3 0
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The minutes of Board meetings are prepared by the company
secretary of the Company. The draft minutes are circulated to all
members of the Board for their comments and the final version
of the minutes is sent to all members of the Board for their
records within a reasonable time after the meeting. The minutes
are also open for inspection by all members of the Board at the
Company's registered office.

DIRECTORS’ CONTINUOUS PROFESSIONAL
DEVELOPMENT

All Directors are encouraged to participate in continuous
professional development to develop and refresh their
knowledge and skills. The Company has arranged in-house
trainings for Directors in the form of seminar and provision of
training materials. A summary of training received by Directors
during 2020 according to the records provided by the Directors
is as follows:

Name of Directors BEEnR
Executive Directors HITES
Mr. Yi Shuhao ZEE A
Mr. Chen Sheng BRES ST
Mr. Wang Baozhi TRESE
Mr. Zhang Lirui SR e 4
Mr. Huang Zhiwei BEEEE
Non-Executive Director FHITES
Mr. Hsu Jing-Sheng PR R
Independent Non-Executive Directors B3I FHTESE
Ms. Wong Chi Yan BERLL
Professor Xiao Rong Ge EEJE 63
Professor Zhang Tianyu oK R

BAY AREA GOLD GROUP LIMITED
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BOARD COMMITTEES
Audit committee

The Company has established an audit committee (the “Audit
Committee”) under the Board. The Audit Committee currently
comprises three Independent Non-Executive Directors, namely,
Ms. Wong Chi Yan, Professor Zhang Tianyu and Professor Xiao
Rong Ge. Ms. Wong Chi Yan is the Chairman of the Audit
Committee. The Audit Committee has formulated its term of
reference in accordance with the requirements of the Listing
Rules.

The Audit Committee’s duties are mainly to review the
Company’s financial reports, make recommendations on the
appointment, removal and remuneration of independent
auditors and approve audit and audit related services, and
supervise the Company's internal financial reporting procedures
and management policies.

At least two meetings of the Audit Committee will be convened
annually to review the accounting policies, risk management,
internal control and the relevant financial and accounting issues,
so as to ensure fairness and accuracy of the Company'’s financial
statements and other relevant information. The minutes of the
Audit Committee meetings are prepared by the secretary of the
meeting. The draft minutes are circulated to the Committee
Members for comments and the final version of the minutes
is sent to the Committee Members for their records within a
reasonable time after the meeting. The minutes are also open
for inspection by the Committee Members at the Company’s
registered office.

During the year ended 31 December 2020, three Audit
Committee meetings were held and the attendance of each
member is set out in the section headed “Composition” of this
report. The work performed by the Audit Committee included
to review and recommend for the Board’s approval the interim
and final financial results and reports, as well as report on
internal control and the report of the Audit Committee.
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Remuneration committee

The Company has established a remuneration committee (the
“Remuneration Committee”). The Remuneration Committee
currently consists of two Independent Non-Executive Directors,
Professor Zhang Tianyu and Ms. Wong Chi Yan, and one
Executive Director, Mr. Yi Shuhao. Professor Zhang Tianyu is the
Chairman of the Remuneration Committee. The Company has
formulated written terms of reference for the Remuneration
Committee in accordance with the requirements of the Listing
Rules.

The Remuneration Committee is responsible for ensuring formal
and transparent procedures for developing remuneration policies
and in overseeing and evaluating remuneration packages of the
Directors. Its duties include making recommendations to the
Board on the remuneration packages of individual executive
Directors and senior management. It takes into consideration
factors such as salaries and compensation packages paid by
comparable companies, time commitment and responsibilities
of Directors. It also takes into account whether the emoluments
offered are appropriate to the duties and performance of the
respective individuals concerned and whether such emoluments
are competitive and sufficiently attractive to retain such
individuals.

During the year ended 31 December 2020, no Remuneration
Committee meeting was held. The Remuneration Committee
also dealt with matters by way of circulation during 2020.
In 2020 and up to the date of this report, the work of
Remuneration Committee included to review the remuneration
policies and make recommendation to the Board on the
remuneration packages regarding renewal of service contracts
of two Executive Directors and an Independent Non-Executive
Director, appointment of a new Executive Director as well as
annual review on remuneration policy and structure for directors
and senior management of the Company.

Competitive remuneration packages are structured to be
commensurate with individual responsibilities, qualification,
experience and performance.

BAY AREA GOLD GROUP LIMITED
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The remuneration of a Director is determined with reference
to his duties and responsibilities with the Company and the
prevailing market situation. Details of the emoluments of
Directors during the year ended 31 December 2020 are set out
in note 9 to the consolidated financial statements of this annual
report. The emoluments paid to senior management during
the year ended 31 December 2020 were within the following
bands:
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Nomination Committee

The Company has established a nomination committee (the
“Nomination Committee”) under the Board. Members of the
Nomination Committee currently consists of two Independent
Non-Executive Directors, Ms. Wong Chi Yan and Professor
Zhang Tianyu, and one Executive Director, Mr. Yi Shuhao who is
the Chairman of the Nomination Committee.
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The Nomination Committee is mainly responsible for the
following:

®  reviewing the structure, size and composition (including
the skills, knowledge and experience) of the Board and
making recommendations on proposed changes to the
Board to complement the Company's corporate strategy;

*  identifying individuals suitably qualified to become Board
members and selecting or making recommendations to
the Board on the selection of individuals nominated for
directorships;

e assessing the independence of independent non-executive
directors;

e making recommendations to the Board on the appointment
or reappointment of Directors and succession planning for
Directors, in particular the chairman and the chief executive;

e reqgularly review the time required from a director to
perform his responsibilities; and

e  to review the Board Diversity Policy, as appropriate, and
review the measurable objectives that the Board has
set for implementing the Board Diversity Policy, and the
progress on achieving the objectives.

BAY AREA GOLD GROUP LIMITED
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Board Diversity Policy

The Board has adopted a board diversity policy aims to set out
the approach to achieve diversity on the Board to ensure that
the Board has the balance of skills, experience and diversity
of perspectives, including but not limited to gender, age,
cultural and educational background, professional experience,
knowledge and skills. In identifying suitable candidates, the
Nomination Committee will consider candidates with the
objective criteria with due regard of the benefits of diversity on
the Board.

During the year ended 31 December 2020, no Nomination
Committee meeting was held. The Nomination Committee also
dealt with matters by way of circulation during 2020. In 2020
and up to the date of this report, the Nomination Committee’s
work included to make recommendation to the Board on
appointment of an Executive Director and also renewal of
service contracts of two Executive Directors and an Independent
Non-Executive Director of the Company, rotation of directors
for 2020 Annual General Meeting, access the independence
of Independent Non-Executive Directors, and also reviewed the
structure, composition and diversity of the Board.

DNRERBESE

EEZLEER
EXeCEREMN " EESTSLLBER -
EEREINESTSL TILMBIETEE
NERESZAGITRT  £RES
BEmEBREARE - 21 (BRRERR®)
MRl - Fie ERBEER - E%’ﬂ‘?
B MELERE - RBREEEVEA

ALMvA%Eﬁ%ALWEﬁ’EM
EBGEHERITBRETENEZ TN
HEs o

REBEE-ZE-_TFT-_A=1+—HIF
B UEAFRRERRZRZESSH  BEZ
BER2 25 EAGKMXH IR
BEH RIZTTFARBELRAHRE
HE  IRRZEBEEERBRITCIERERM

REARA—RBRTEZTUARRETTM
NMTESEM—UBIIFRTEEZE
W EER_T_EFRRBFREL
WERE - TRBUIFATESE 2B
- ARBREAEEGZRE  EARNZ
T2 EERMEESRHEREE -

bl
]
il
Ik
A A
[l &
A
# )

=
g

435



46

CORPORATE GOVERNANCE REPORT

[NAERBESE

Nomination Policy

The Board should have a balance of skills, knowledge,
experience and diversity of perspectives appropriate to the
requirements of the Company’s business. To ensure changes
to the Board composition can be managed without undue
disruption, the Company has formal, considered and transparent
procedure for selection, appointment and re-appointment
of Directors, as well as plans in place for orderly succession
(if considered necessary), including periodical review of such
plans. The appointment of a new Director (to be an additional
Director or fill a casual vacancy as and when it arises) or any re-
appointment of Directors is a matter for decision by the Board
upon the recommendation of the proposed candidate by the
Nomination Committee.

The criteria to be applied in considering whether a candidate is
qualified shall be his or her ability to devote sufficient time and
attention to the affairs of the Company and contribute to the
diversity of the Board.

If the candidate is proposed to be appointed as an independent
non-executive director, his or her independence shall be
assessed in accordance with, among other things, the factors
as set out in Rule 3.13 of the Listing Rules, subject to any
amendments as may be made by the Stock Exchange from
time to time. Where applicable, the totality of the candidate’s
education, qualifications and experience shall also be evaluated
to consider whether he or she has the appropriate professional
qualifications or accounting or related financial management
expertise for filling the office of an independent non-executive
director with such qualifications or expertise as required under
Rule 3.10(2) of the Listing Rules.
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Executive Committee

The Executive Committee was established on 30 March 2017
and comprises all Executive Directors of the Company. Mr.
Yi Shuhao is the Chairman of the Executive Committee. The
Executive Committee is vested with all the general powers of
management and control of the activities in the ordinary course
of business of the Group as are vested in the Board, save for
those matters which are reserved for the Board’s decision and
approval pursuant to the written terms of reference of the
Executive Committee. The Executive Committee will meet as
and when necessary to discuss the operating affairs of the
Group and may also deal with matters by way of circulation.

The Executive Committee is mainly responsible for undertaking
and supervising the day-to-day management and is empowered:

(i)  to formulate and implement policies for the business
activities and administration of the Group and to
make such amendments thereto from time to time as
the Executive Committee may think fit and to make
exceptions to the policies as the circumstances arise while
implementing such polices; and

(i)  to plan and decide on strategies to be adopted by the
Group on business activities.
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Corporate Governance Committee

The Group has established a corporate governance committee
(the “"Corporate Governance Committee”). The Corporate
Governance Committee currently consists of two Executive
Directors, Mr. Yi Shuhao and Mr. Wang Baozhi. Mr. Yi Shuhao
is the Chairman of the Corporate Governance Committee.

The Corporate Governance Committee is responsible for the
following:

e developing and reviewing the Company’s policies
and practices on corporate governance and making
recommendations to the Board;

e reviewing and monitoring the training and continuous
professional development of Directors and senior
management;

* reviewing and monitoring the Company’s policies and
practices on compliance with applicable legal and
regulatory requirements;

e developing, reviewing and monitoring the code of conduct
applicable to employees and Directors; and

e reviewing the Company’s compliance with the code and
disclosure in this Corporate Governance Report.

During the year ended 31 December 2020, no Corporate
Governance Committee meeting was held while Corporate
Governance Committee dealt with matters by way of circulation.
In 2020 and up to the date of this report, the Corporate
Governance Committee’s work included to review the policies
and practices of the Company in compliance with applicable
legal and regulatory requirements.
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DIRECTORS’ RESPONSIBILITY FOR THE
FINANCIAL STATEMENTS

The Directors acknowledge their responsibilities for the
preparation of the financial statements of the Company and
ensure that they are prepared in accordance with statutory
requirements and applicable accounting standards. The Directors
also ensure the timely publication of such financial statements.

The statement of the external auditors of the Company, CCTH
CPA Limited, with regard to their reporting responsibilities on
the Company’s financial statements is set out in the Auditor’s
Report on pages 76 to 84.

AUDITORS' REMUNERATION

The remuneration paid/payable to the Company’s external
auditors (including any entity under common control, ownership
or management with the external auditors or any entity that
a reasonable and informed third party having knowledge of
all relevant information would reasonably conclude as part of
the audit firm nationally or internationally) during the year is as
follows:

EZ RS
BT

Audit services
Non-audit services

RISKS MANAGEMENT AND INTERNAL
CONTROL

The Board has overall responsibilities to maintain a sound
and effective risk management and internal control systems
of the Group to safeguard the shareholders’ investment and
the Company’s assets. The Group has established guidelines
and procedures for the approval and control of expenditure.
Operating expenditures and capital expenditures are subject
to the overall budget control and approval process prior to the
commitment.
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The Company has established an internal audit function. The
Board has, through the Audit Committee of the Company,
conducted the annual review of the effectiveness of the
Company'’s internal controls and risk management system
for the year ended 31 December 2020. The review covered
all material controls including financial, operational and
compliance controls and risk management functions. There
were no significant control failings, weaknesses or significant
areas of concern identified during the year which might affect
shareholders.

The Group handles and disseminates inside information with
due care. Staff is required to comply with and maintain the strict
confidentiality of the information. Only personnel at appropriate
level can get reach of price sensitive and inside information.

COMPANY SECRETARY

The Company Secretary, Mr. SHIU Chi Tak Titus, is responsible
for facilitating the Board process, as well as communications
among Board members, with shareholders and the
management. Mr. Shiu’s biography is set out in the “Biographical
Details of the Directors and the Senior Management” section
on page 59. During the year, Mr. Shiu took not less than 15
hours of relevant professional training to update his skills and
knowledge.

COMMUNICATION WITH SHAREHOLDERS

The Company’s annual general meeting and special general
meetings provide the principal channels of communication with
its shareholders which provide opportunities for shareholders to
share views with the Board.

Code Provision A.6.7 stipulates that independent non-executive
directors and other non-executive directors should attend
general meetings and develop a balanced understanding of the
views of shareholders.

BAY AREA GOLD GROUP LIMITED
Annual Report 2020

ARBIRENBEZBEE -EFSEL
RRRZBEZEEG  BHARFHE
—ECERE+_RA=+—RHILFEAP
ERREBRERERGIRBETTFE
M.:T BRI REMEEENEIES

- BREMBER  BHEEERERE
Z?D/USZH REBEE - NFRALTERE
AREHRRBREENERNEEX
AR SSIAREAMITEIE -

AEEBEEENEHNEEN - BT
HEBREYT RAEBER 2 REY - @
BRI A B A A
BRAEER -

REMWE
NAWEMESTELEAEMBESTSR
B LREFEREERRLREEEZHE
HER - BEAEZESHNEERES
LERERBRERE] RNFEAR  ARER
AP E NS REERE - UE
FTELRRE K AN o

BRRNBE

RARMBREBEFREG RRRFAI ARG
*I{/\/\HQ\.%/'%LE’]IE%%}E ﬁ%%%
REBREFSEIRERNKS -

SRR A6 7TIRMTE » B IFAITES
REMIEATEFTBHFBRRAE - A
HERRNERBAENTHE -



CORPORATE GOVERNANCE REPORT

Due to other business engagements, a Non-Executive Director of
the Company could not attend the Annual General Meeting of
the Company held on 19 June 2020. However, at the respective
general meetings of the Company, there were Executive
Directors and other Independent Non-Executive Directors of the
Company present to enable the Board to develop a balanced
understand of the views of the Shareholders.

SHAREHOLDERS' RIGHTS

Convening special general meeting and putting
forward proposals at Shareholders’ meetings

Under the Company's Bye-laws, the Board, on the requisition of
shareholders of the Company holding not less than one-tenth
of the paid up capital of the Company by sending a written
notice to the Board or the Company Secretary at the Company's
principal place of business in Hong Kong, shall convene a special
general meeting to address specific issues specified in such
requisition of the Company within 21 days from the date of
deposit of written notice. The same requirement and procedure
also apply to any proposal to be tabled at shareholders’
meetings for adoption.

ENQUIRIES TO THE BOARD

Enquiries may be put to the Board through the Company’s
Principal Place of Business in Hong Kong at Units 5&6, 17/F,
Convention Plaza Office Tower, 1 Harbour Road, Wan Chai,
Hong Kong (website: www.bayareagold.com.cn).

CONSTITUTIONAL DOCUMENTS

During the year ended 31 December 2020, a consolidated
version of Memorandum of Continuance and Bye-Laws had
been available on the website of the Stock Exchange and of the
Company subsequent to the change of company name on 30
September 2019.
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DIRECTORS
Executive Directors

Mr. Yi Shuhao (5#’%), aged 34, was appointed as an
Executive Director, the Chairman of the Board, the Chairman of
Executive Committee and a member of Corporate Governance
Committee of the Company on 5 September 2018. Mr. Yi
was subsequently appointed as an authorized representative,
a member of Remuneration Committee and the Chairman of
Nomination Committee of the Company on 24 October 2018.
Mr. Yi was also re-designated from a member of Corporate
Governance Committee to the Chairman of Corporate
Governance Committee of the Company. Mr. Yi was appointed
as the Chief Executive Officer of the Company on 13 December
2018. He has received a bachelor’s degree in laws from Henan
Institute of Science and Technology. He also holds the Legal
Professional Qualification Certificate and Lawyer License of the
People’s Republic of China.

He has nine years of legal consulting and commercial
experience. Mr. Yi previously served as a lawyer at Beijing
Yingke (Shenzhen) Law Firm. He also previously worked as a
lawyer in Guangdong Guanghe (Zhuhai) Law Firm and served as
a product director at Digital China Macao Commercial Offshore
Limited. Mr. Yi is a nephew of the substantial shareholders of
the Company, Mr. Liu Shiwei and shareholder Ms. Guan Yuyan,
the ultimate beneficial owner of Grace Silver Limited. Save as
disclosed above, Mr. Yi has no relationship with any Directors,
members of the senior management or substantial shareholder
(as defined in the Listing Rules) or controlling shareholders (as
defined in the Listing Rules) of the Company.
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Mr. Chen Sheng (FR$), aged 48, was appointed as an
Executive Director and a member of the Executive Committee
of the Company on 6 September 2017. Mr. Chen has been
appointed as the Chief Executive Officer of the Company on
24 January 2018. Mr. Chen subsequently resigned as the Chief
Executive Officer of the Company and was redesignated as Vice-
Chairman of the Board of the Company on 13 December 2018.
Mr. Chen graduated from China European International Business
School with a master’s degree in business administration (EMBA).

He has over 20 years’ experience in government and state-
owned corporate governance and extensive economic financial
and investment experience. Mr. Chen served as a researcher in
the research centre of the State-owned Assets Supervision and
Administration Commission of the State Council of Shanghai
Municipal Government. He worked as the deputy general
secretary in the Asia Research Centre of Shanghai Jiaotong
University, the deputy general manager in the Asia Pacific
International Commodity Exchange Centre of China Railway
and the president of Shanghai Rongfa Enterprise Development
Limited.

Mr. Zhang Lirui (3RFI$}#), aged 48, was appointed as an
Executive Director of the Company on 10 July 2015. Mr. Zhang
is currently a member of Executive Committee of the Company.
Mr. Zhang was subsequently redesignated as vice-chairman
of the Board of the Company on 13 December 2018. He
graduated from Shenzhen University and Huazhong University
of Science & Technology and holds a bachelor’s degree in
international finance and postgraduate in economics.

Mr. Zhang has more than 29 years of experiences in the business
sectors of market capital and securities. During the years from
1992 to 2008, Mr. Zhang worked successively in the market
capital, credit and organization departments and sub-branches
of the Shenzhen Branch of the Industrial and Commercial
Bank of China Limited. He was a director of Munsun Assets
Management Ltd. from August 2012 to December 2013 and
a director of Munsun Asset Management (Asia) Limited from
October 2012 to May 2014.
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Mr. Wang Baozhi (£fR7%), aged 53, was appointed as an
Executive Director and a member of each of the Executive
Committee and Corporate Governance Committee of the
Company on 21 August 2017. Mr. Wang obtained a bachelor’s
degree in agriculture education from Yuxi Agriculture College
and a master’s degree in Economics from Jiangxi University of
Finance and Economics (formerly Jiangxi Finance and Economics
College). He is currently a member of the Chinese Institute of
Certified Public Accountants.

He has over 23 years of experience in finance. Mr. Wang has
been the managing director of south china business headquarter
of Zhongrong International Trust Company Limited (“Zhongrong
International”) since April 2009. Before joining Zhongrong
International, he has previously worked as the project manager
of Shenzhen Baifuda Finance Company Limited, the financial
controller of Shenzhen Chengnong Siliao Company Limited,
the financial controller of Shenzhen Hongji (Group) Logistic
Company Limited, the chief financial officer of Shenzhen
Nanyou (Holdings) Limited and an auditor of Shenzhen Minfu
audit firm.

Mr. Huang Zhiwei (E&1&), aged 45, was appointed as an
Executive Director and a member of the Executive Committee
of the Company on 20 January 2020. Mr. Huang graduated
from the Renmin University of China with a bachelor’s degree in
human resources management, and obtained a master’s degree
in business administration (BiIMBA) from Peking University and
a master’s degree in business administration (EMBA) from
Tsinghua University.

Mr. Huang is currently a Joint Chief Executive of Henggin Life
Insurance Co., Ltd. (“Henggin Life”). Prior to joining Henggin
Life, he had worked in China Life Insurance Company Limited
("China life"”) and served in various positions, including
serving as a cadre in the cadre office of the human resources
department, secretary to the committee of the office league,
member of the party committee and deputy general manager
of Huzhou branch in Zhejiang Province, and the deputy head
of the legal team of reorganization under the share conversion
and listing office of China Life, and served as the heads of
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market development department, human resources department
(organization office of the party committee) and business
management department of China Life, he was also the head
of the Shenzhen branch of China Life. Mr. Huang subsequently
served as a Deputy Chief Executive in Shenzhen Bolin Holding
Limited. He has over 21 years of extensive experiences in
insurance business operations, human resources management,
market development and investment management.

Non-Executive Director

Mr. Hsu Jing-Sheng (FF#8), aged 50, was appointed as a
Non-Executive Director of the Company on 2 July 2019. Mr. Hsu
is an Attorney at Law in Taiwan and Mainland China, he is also
a Registered Foreign Lawyer in Hong Kong. Mr. Hsu graduated
from Soochow University with a Bachelor of Laws in 1995. He
obtained a degree of Master of Laws from the National Chung
Cheng University in 1999 and received a degree of Executive
Master of Business Administration (EMBA) from Tsinghua
University in 2010. In 2020, Mr. Hsu received Juris Doctor of
Laws from Beijing Tsinghua University.

He has been a senior consultant at Beijing Zhong Yin Law Firm
since 2009 and a partner at Zhong Yin Law Firm (Taiwan) since
2014. Mr. Hsu is now a Group General Counsel at Perfect
Group Holdings Limited. He is also currently an executive
director and co-CEO at Greentech Technology International
Limited (Stock Code: 00195), a company listed on the main
board of Stock Exchange in Hong Kong. Mr. Hsu has wide
and extensive areas of practice in his legal profession including
securities, finance, banking, insurance, funds, restructuring,
merger and acquisition, corporate legal risk management and
sino-foreign arbitration.

Independent Non-Executive Directors

Ms. Wong Chi Yan (E&2), aged 39, was appointed as an
Independent Non-Executive Director, the Chairman of the Audit
Committee and a member of Remuneration Committee and
Nomination Committee of the Company on 1 March 2019.
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Ms. Wong holds a Bachelor of Business Administration degree
in Accounting awarded by Hong Kong Baptist University and
a Master of Laws in International Corporate and Financial Law
awarded by The University of Wolverhampton, the United
Kingdom. She is an associate member of the Hong Kong
Institute of Certified Public Accountants, and an associate
member of the Hong Kong Institute of Chartered Secretaries
and the Institute of Chartered Secretaries and Administrators.
Ms. Wong has extensive experiences in auditing, accounting
and financing as well as merger and acquisition.

Ms. Wong is currently an independent non-executive director
of each of Success Dragon International Holdings Limited
(stock code: 1182) and Asia Television Holdings Limited (stock
code: 707), companies listed on the Main Board of the Stock
Exchange, as well as Quantong Holdings Limited (formerly
known as “Pak Wing Group (Holdings) Limited”) (stock code:
8316), a company listed on the GEM of the Stock Exchange.
Ms. Wong is also the company secretary and authorised
representative of China Properties Investment Holdings Limited
(stock code: 736), a company listed on the Main Board of the
Stock Exchange.

Ms. Wong was an executive director, company secretary and
authorised representative of Elegance Optical International
Holdings Limited (stock code: 907) from February 2017 to
October 2018, a company listed on the Main Board of the Stock
Exchange. She was also an executive director of Century Group
International Holdings Limited (Formerly known as “Cherish
Holdings Limited”) (stock code: 2113) from October 2017 to
June 2018, a company listed on the Main Board of the Stock
Exchange. Ms. Wong was also an independent non-executive
director of Huiyin Holdings Group Limited (stock code: 1178)
from October 2017 to June 2020, a company listed on the
Main Board of the Stock Exchange. She has also resigned as the
company secretary of Goldway Education Group Limited (stock
code: 8160) in May 2019, a company listed on the GEM of the
Stock Exchange. Ms. Wong has also resigned as the company
secretary and authorised representative of Flyke International
Holdings Ltd. (stock code: 1998) in December 2020, a company
listed on the Main Board of the Stock Exchange.
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Professor Xiao Rong Ge (H %), aged 71, was appointed
as an Independent Non-Executive Director and a member of
the Audit Committee of the Company on 21 January 2010.
Professor Xiao obtained his PhD in Professional Geology from
the China University of Geosciences (Beijing). He is currently
a professor of Professional Geology and mentor to doctoral
students at the China University of Geosciences (Beijing).

Professor Xiao has long been conducting research work in the
fields of geology, mineral exploration and economic evaluation.
He participated in the fieldwork of geological inspection
of metal minerals by an integrated exploration team of the
geological exploration company of the Ministry of Metallurgical
Industry of China, mainly at the regions of Langshan mountain
Bayan Obo, Manzhouli and Daxinganling of Inner Mongolia,
PRC. He also took part in the geological research work of
the Three-River Area of Yunnan and the system research of
mesocenozoic geological minerals and sylvite and copper
minerals in Yunnan. As a post-doctoral researcher at the
Institute of Geochemistry Chinese Academy of Sciences, he
engaged in geological geochemistry research, focusing research
on the formation of meso-cenozoic sandstone-type copper
minerals. He is currently engaged in the research studies on
various types of minerals involving non-ferrous metals, precious
metals, ferrous metals, non-metals and energy minerals, and
has in-depth studies on the rules for the formation of metal
ore deposits and mine exploration and has accomplished a
series of research achievements. Academic publications in the
recent decade include: Geochemistry of rock mineral deposits
(Geological Publishing House), Boron ore deposits in Liaodong
(Geological Publishing House), Gold mine formation rules
and mineralization forecast in the deep parts of Xiaoginling
(Geological Publishing House), Phosphate ore deposits in China
(Geological Publishing House), Molybdenum ore formation
theory (Geological Publishing House) and Crystalline graphite
ore deposits in northern China (Science Press). Professor Xiao
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had engaged in the projects of the National Science Foundation
of China, basic technical research projects of the Department of
Technology, Ministry of Land and Resources, national geological
inspection projects, open laboratory projects on geochemistry of
the Chinese Academy of Sciences and related provincial projects
of the Department of Land and Resources and various mining
enterprises projects, and was awarded a Third Class Award of
Technological Progress by the Ministry of Geology and Mineral
Resources, a First Class Award and a Second Class Award
of Technological Achievement by the Ministry of Land and
Resources. Professor Xiao had engaged in consultant services
for mining investment, valuation for financing, mining rights
valuation and technical inspection, and had conducted valuation
of mining resources for various mining enterprises.

Professor Zhang Tianyu (5RH ), aged 46, was appointed
as an Independent Non-Executive Director and a member of
each of the Audit Committee, Remuneration Committee and
Nomination Committee of the Company on 21 August 2017.
Professor Zhang was re-designated as the Chairman of the
Remuneration Committee of the Company on 31 August 2017.
Professor Zhang obtained a bachelor’s degree in Accounting
from Nankai University, a master’'s degree in Accounting from
Shanghai University of Finance and Economics and a Doctor of
Philosophy in Accounting from The Hong Kong University of
Science and Technology.

He has over 13 years of experience in accounting. Professor
Zhang is a professor in School of Accountancy and the director
of the Center for Institutions and Governance in The Chinese
University of Hong Kong (“Chinese University”). His research
focuses on political institutions and governance in China
emerging market. He is now sitting on the editorial board
of The Accounting Review and Contemporary Accounting
Research. Before joining the Chinese University, he worked for
City University of Hong Kong in 2011. Professor Zhang also
served as an independent director of Netac Technology Co Ltd
from February 2011 to February 2017. The aforesaid company is
listed on the Shenzhen Stock Exchange.
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BIOGRAPHICAL DETAILS OF THE DIRECTORS AND THE SENIOR MANAGEMENT

Senior Management

Mr. Shiu Chi Tak Titus (B8&%8), age 39, was appointed as the
company secretary and process agent of the Company on 19
October 2020.

Mr. Shiu holds a Master of Science Degree in Marketing
Management from The Hong Kong Polytechnic University and
a Master of Corporate Governance degree from The Open
University of Hong Kong. Mr. Shiu is an associate member of the
Hong Kong Institute of Chartered Secretaries and the Institute
of Chartered Secretaries and Administrators in the United
Kingdom. Mr. Shiu previously served as an executive director of
Union Asia Enterprise Holdings Limited (Stock Code: 8173) for
the period from November 2015 to November 2019, a company
listed on the GEM of the Stock Exchange. He possesses practical
experiences in corporate finance projects for listed companies
in Hong Kong including corporate advisories, mergers and
acquisitions and fund raising activities.
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The Directors hereby submitting the annual report and the
audited financial statements for the year ended 31 December
2020.

CHANGE OF COMPANY NAME

A special resolution regarding the change of company name
was duly passed by the Shareholders at the special general
meeting. The name of the Company was changed from Munsun
Capital Group Limited to Bay Area Gold Group Limited with
effect from 30 September 2019.

PRINCIPAL ACTIVITIES AND BUSINESS REVIEW

The Company is an investment holding company. The principal
activities of its principal subsidiaries are set forth in note 31
to the consolidated financial statements. The discussion and
analysis as required by schedule 5 to the Hong Kong Companies
Ordinance are set out on pages 9 to 35. This discussion forms
part of the report of the directors.

RESULTS AND DIVIDEND

The results of the Group for the year ended 31 December 2020
are set out in the consolidated statement of profit or loss and
consolidated statement of other comprehensive income on
pages 85 and 86.

The Directors do not recommend the payment of any dividend
for the year ended 31 December 2020.

DIVIDEND POLICY

In determining whether to propose a dividend and the relevant
dividend pay-out ratio, the board of directors of the Company
shall take into considerations, inter alia, the Group's earnings
performance,financial position, expected working capital
requirements, investment requirements, future expansion plan
and general economic condition as well as other external factors
that may have an impact on the business of the Company.
The payment of dividend is also subject to any restrictions and
requirements under the Bermuda law, the Company's Bye-laws
and the Rules Governing the Listing of Securities on The Stock
Exchange of Hong Kong Limited. There can be no assurance
that a dividend will be proposed or declared in any given year.
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FIVE YEARS FINANCIAL SUMMARY

A summary of the results and the assets and liabilities of the
Group for the last five financial years is set out in page 277.

RESERVES

Details of movement in the reserves of the Group and the
Company during the year are set out in the consolidated
statement of change in equity on pages 89 and 90 and note 28
to the consolidated financial statements respectively.

FIXED ASSETS

Particulars of the movements in fixed assets of the Group during
the financial year are set forth in note 14 to the consolidated
financial statements.

BORROWINGS

Particulars of bank and other borrowings of the Group as at
31 December 2020 are set out in note 24 to the consolidated
financial statements.

CONVERTIBLE BONDS

During the year, the Company has completed the reset and
adjustment of the Convertible Price of the Convertible Bonds.
Also, some bondholders have converted their bonds into
6,175,088 new ordinary shares of the Company. Particulars of
convertible bonds of the Company as at 31 December 2020 are
set out in note 25 to the consolidated financial statements.
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SHARE CAPITAL

As at 31 December 2020, the total number of issued ordinary
shares of the Company was 297,094,903 at par value of
HK$0.001 each. During the year, the Company has completed
the reset of conversion price of the convertible bonds, capital
reorganization and change in board lot size, as well as the
adjustment to conversion price of the convertible bonds. Details
of the above transactions are set out in the following sections
headed “Reset of Conversion Price of the HK$1,028,000,000
7.25% Convertible Bonds Due 2018" and “Capital
Reorganisation and Change in Board Lot Size” and note 28(b) in
the consolidated financial statements. Some convertible bonds
of the Company were exercised during the year.
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Reset of Conversion Price of the
HK$1,028,000,000 7.25% Convertible Bonds Due
2018

Reference is made to (i) the circular (the “Circular”) of the
Company dated 9 August 2019 in relation to, among other
things, the proposed amendment of Terms and Conditions
and Trust Deed of the Bonds; and (ii) the announcement of the
Company dated 27 August 2019 in relation to the poll results
of the special general meeting and the effectiveness of the new
proposal in relation to the Bonds.

As disclosed in the Circular and in accordance with condition
6(E) of the Amended Terms and Conditions of the Bonds, if,
on any Reset Reference Date, the Volume Weighted Average
Price of the Shares for each Trading Day during the period of
20 consecutive Trading Days immediately prior to the Reset
Reference Date is less than the prevailing Conversion Price
on the last day of such period, the Conversion Price shall be
adjusted on the business day immediately following the last day
of such period in accordance with the following formula and
shall be rounded down, if necessary, to 4 decimal places:

Adjusted Conversion Price = Average Market Price

The aforesaid reset, that as the Average Market Price (being
HK$0.0443 per Share) prior to 31 March 2020 is less than the
prevailing Conversion Price (being HK$0.088 per Share) and the
reset floor price (being HK$0.071 per Share), the Conversion
Price has been adjusted to HK$0.071 per Share, being the
Benchmark Price, with effect from 31 March 2020. Details
are set out in the announcements of the Company dated 9
August 2019 and 27 August 2019 as well as the circular of the
Company dated 9 August 2019.

REPORT OF THE DIRECTORS
EEERE

H]—E\— 7 )-\ﬂz J
1,028,000,00078 07.25E Al #2 i%
BE 2B IRE

ZRMO)AARBHAEZZT-NFNAN
EZLMUL@D’W@EE%%ZM
ARG AREERE 2 EZEBR] - &
(IVARRIBBHA-T-—NFNAZ+E
HZRE  ARBERREIARERE
RRERRBABRSF 2 TREZFBER

FANE K PR B - ARIBESFEIERT IR

K fgett 2 F 6(E) BRI - M MEAIERT
2ERH ROREKET2E R HAE
BE20EAR S ABMEIARR S H MR
ENEFHEENZPEZR AR

THRRE  BERERRETIAN - R
ERZPERE-BRZERAE TNUA

B WA NER(WSE) Z4E B

RRRBRE =M E

FHER AR BT F=A=+—
H Az FHmE (BIEAR0.0443 % 7T) 1K
RIRITIRNE (BN &A%0.088787T) REE]
TRRIE (B1EP%0.0717%87T) » BURARR(ER
VERBEGA0.07178 7T » BNEEER -
E:%_Zﬁ—ﬁ—+—at$& =2
EHRAQFABBHAEZTE-—NAFNAN

BRk-_ZE—NFENAZ thEIZ’MtLA
EARBABME-ZTE—NFNANLBZ
LKA ©

bl
]
il
Ik
A A
[l &
A
# )

=
g

63



64

REPORT OF THE DIRECTORS
EEERE

Capital Reorganisation and Change in Board Lot
Size

On 29 June 2020, the Board proposed to implement the Capital
Reorganisation which comprises the following: (i) the Share
Consolidation on the basis of every twenty (20) issued and
unissued Existing Shares of par value HK$0.001 each into one (1)
Consolidated Share of par value HK$0.02 each; (ii) the Capital
Reduction by way of a reduction of the issued share capital of
the Company through a cancellation of the paid-up capital of
the Company to the extent of HK$0.019 on each of the issued
Consolidated Shares so that the nominal value of each issued
Consolidated Share will be reduced from HK$0.02 to HK$0.001;
and (iii) the Share Subdivision of each authorised but unissued
Consolidated Share of HK$0.02 (including those arising from
the Capital Reduction) into twenty (20) Adjusted Shares of
HK$0.001 each.

Further, the Existing Shares are traded on the Stock Exchange
in the board lot size of 10,000 Existing Shares. Subject to the
Capital Reorganisation becoming effective, it is proposed that
the board lot size for trading in the Shares shall be changed
from 10,000 Existing Shares to 4,000 Adjusted Shares.

The aforesaid proposals were approved by the shareholders of
the Company at the Company’s special general meeting held on
6 August 2020. Details are set out in the announcements of the
Company dated 29 June 2020, 21 July 2020, 6 August 2020
and 10 August 2020 as well as the circular of the Company
dated 21 July 2020. The Capital Reorganisation and Change in
Board Lot Size as well as the Adjustment to Conversion Price
of the Convertible Bonds has become effective on 10 August
2020.
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CONNECTED TRANSACTIONS

There was no non-exempted connected transaction entered into
by the Company during the year. The related party transactions
as disclosed in notes 36(a) to the consolidated financial
statements are fully exempted connected transactions under
Chapter 14A of the Listing Rules.

DIRECTORS

The Directors during the year and up to the date of this report
were:

Executive Directors:

Mr. Yi Shuhao (Chairman and Chief Executive Officer)
Mr. Chen Sheng (Vice-Chairman)
Mr. Zhang Lirui (Vice-Chairman)
Mr. Yu Yong (resigned as Executive Director and
Deputy Chief Executive Officer on 20 January 2020)
Mr. Wang Baozhi
Mr. Huang Zhiwei
(appointed on 20 January 2020)

Non-Executive Director:

Mr. Hsu Jing-Sheng

Independent Non-Executive Directors:

Professor Xiao Rong Ge
Professor Zhang Tianyu
Ms. Wong Chi Yan
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The service contract of Mr. Wang Baozhi as an Executive
Director was signed on 21 August 2020 for a term of three
years. The service contract for Mr. Chen Sheng as an Executive
Director was signed on 6 September 2020 for a term of three
years. The service contract of Mr. Zhang Lirui as an Executive
Director was signed on 10 July 2018 for a term of three years.
The service contract of Mr. Yi Shuhao as an Executive Director
was signed on 5 September 2018 for a term of three years. The
service contract of Mr. Huang Zhiwei as an Executive Director
was signed on 20 January 2020 for a term of three years.

The service contract of Mr. Hsu Jing-Sheng as a Non-Executive
Director was signed on 2 July 2019 for a term of three years.

The service contract of Professor Zhang Tianyu as an
Independent Non-executive Director was signed on 21 August
2020 for a term of three years. The service contract of Professor
Xiao Rong Ge as an Independent Non-executive Director
was renewed for a term of three years commencing from 21
January 2019.The service contract of Ms. Wong Chi Yan as an
Independent Non-Executive Director was signed on 1 March
2019 for a term of three years.

There is no specific clause in all the service contracts providing
for the amount of compensation in case of early termination.
Each Director was subject to retirement by rotation and
re-election at the Company’s annual general meetings in
accordance with the Bye-laws. Pursuant to Bye-law 84(1), Mr.
Zhang Lirui, Mr. Wang Baozhi and Professor Xiao Rong Ge
shall retire at the forthcoming annual general meeting of the
Company and shall be eligible for re-election.

Other than as disclosed above, no Director has a service contract
which is not determinable by the Group within one year without
payment of compensation (other than statutory compensation).

During the year, no consideration was provided to or receivable
by third party for making available the service of director or in
any other capacity while director.

The Company has received from each of its Independent
Non-Executive Directors an annual confirmation of his/her
independence pursuant to Rule 3.13 of the Listing Rules.
The Company considers all of its Independent Non-Executive
Directors independent.
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DIRECTORS’ AND CHIEF EXECUTIVES' INTEREST
IN SHARES

As at 31 December 2020, the interests of the Directors and chief
executives in the shares, underlying shares or debentures of the
Company and its associated corporations (within the meaning of
Part XV of the Securities and Futures Ordinance (“SFO")), which
were notified to the Company and the Stock Exchange pursuant
to Divisions 7 and 8 of Part XV of the SFO (including interests
and/or short positions which they are taken or deemed to have
under such provisions of the SFO) or which were required,
pursuant to section 352 of the SFO, to be entered in the register
referred to therein, or which were required, pursuant to the
Model Code to be notified to the Company and the Stock
Exchange are as follows:
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Save as disclosed above, as at 31 December 2020, none of
the Directors nor chief executive of the Company nor their
associates, had any interest in long position or short position in
the shares, underlying shares or debentures of the Company or
its associated corporations which they are taken or deemed to
have under such provision of the SFO, or which were required,
pursuant to section 352 of the SFO, to be entered in the register
referred to therein, or which required, pursuant to the Model
Code to be notified to the Company and the Stock Exchange.

SHARE OPTIONS SCHEME

The Company has one share option scheme: the 2014 Share
Option Scheme.

The 2014 Share Option Scheme was adopted by a resolution
passed by the Company’s shareholders on 30 May 2014. The
2014 Share Option Scheme provides that the Board may specify
the eligible participants to whom the options shall be granted.
The eligible participants include directors, employees, suppliers,
customers, consultants, agents and advisers of the Company
and its subsidiaries and any person who, in the sole discretion
of the Board, has contributed or may contribute to the Group in
recognition of their contribution to the Group. The Board shall
determine the exercise price of option in accordance with the
terms of the 2014 Share Option Scheme, which cannot in any
event fall below the price stipulated in the Listing Rules. The
maximum number of the ordinary shares of the Company which
may be issued upon exercise of all options to be granted under
the 2014 Share Option Scheme and any other schemes of the
Company must not in aggregate exceed 10% (i.e. 435,127,903
shares) of the ordinary shares of the Company in issue as at
the date when the 2014 Share Option Scheme is approved and
adopted. The 2014 Share Option Scheme was effective on 4
June 2014 and will remain valid and effective for a period of 10
years from that date.
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The existing scheme mandate limit in respect of the granting of
options to subscribe for shares under the 2014 Share Option
Scheme was refreshed and renewed at the an extraordinary
general meeting of the Company held on 19 September 2016.
The maximum number of the ordinary shares of the Company
upon exercise of all options to be granted under the 2014
Share Option Scheme and any other schemes of the Company
must not in aggregate exceed 10% (ie. 1,385,769,378 shares)
of the ordinary shares of the Company in issue as at 19
September 2016 being the date of approval of the refreshment
of the existing scheme mandate limit. On 12 October 2016,
1,385,769,378 options have keen granted under the 2014
Share option Scheme.

Since the exercise period of the outstanding share options
granted under 2014 share option scheme had expired on 11
October 2019, the relevant share options therefore lapsed
automatically on the same date.
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The share options granted are recognised in the consolidated
financial statements. The information on measurement of
the fair value of share options is set out in note 33 to the
consolidated financial statements.

ARRANGEMENTS TO PURCHASE SHARES OR
DEBENTURES

At no time during the financial year was the Company or any
of its subsidiaries a party to any arrangements to enable the
Directors to acquire benefits by means of the acquisition of
Shares in, or debentures of, the Company or any other body
corporate.

DIRECTORS' INTERESTS IN CONTRACTS OF
SIGNIFICANCE

Other than as disclosed in note 36 to the consolidated financial
statements, no transactions, arrangements or contracts of
significance to which the Company or any of its subsidiaries was
a party and in which a Director had a material interest, whether
directly or indirectly, subsisted at the end of the year or at any
time during the financial year.

PERMITTED INDEMNITY PROVISION

The Bye-laws of the Company provides that every Director or
other officer of the Company shall be entitled to be indemnified
out of the assets and profits of the Company from and against
all actions, costs, losses, damages and expenses which he/she
may sustain or incur in by reason of the execution of the duties
of his/he office or otherwise in relation thereto. In addition, the
Company has maintained appropriate directors and officers
liability insurance in respect of relevant legal actions against the
Directors.
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SUBSTANTIAL SHAREHOLDERS

As at 31 December 2020, as far as known to the Directors, the
following persons (other than the Directors or chief executives of
the Company) who had 5% or more interests or short position
in the shares or underlying shares in respect of equity derivatives
of the Company that would fall to be disclosed to the Company
under the provisions of Divisions 2 and 3 of Part XV of the SFO
which were recorded in the register required to be kept by the
Company pursuant to section 336 of the SFO were as follows:

LONG POSITION IN THE SHARES AND
UNDERLYING SHARES OF THE COMPANY

Name of Shareholders Capacity

BRERE®E 230)

1. Liu Shiwei Beneficial and spouse interest
ML (Note(a)

B KB (i)

2. Guan Yuyan Corporate and spouse interest
BEHE (Note (b))

EB R BB (i EE(D))

3. Grace Silver Limited Beneficial interest (Note (c))
hBARAT BEniE E( FiEE(c))

4, China Home Corporate interest (Note (d))
Hong Kong L|m|ted EE R (FiaE(d))
EFE(BB)ERA

5. Beijing Easyhome Corporate interest (Note (d))
Investment Holding EERER (FiEEd)

Group Co.,, Ltd.*
itﬁ'EW‘Z%}xéT 2

SEARLD
6. Wang Linpeng Corporate and spouse interest
SEMAR _(Note(e)
LB MBS (ML)
7. Koo Yuen Kim Beneficial and corporate interest
HEE *(\Note (f)
BaSorE#Es ()
8. BFAM Partners Corporate interest (Note (9))
(Cayman) Limited EEER (3 ()
9. Fuchs Benjamin Aaron Beneficial and corporate

interest (Note (h))
Ea koEBEER (MEED)

d The English name is for identification purpose only
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Notes:

Mr. Liu Shiwei holds 18,273,859 Shares by virtue of his personal
interest. Ms. Guan Yuyan, being Mr. Liu’s spouse, has interest
of 65,251,940 Shares in the Company via her wholly-owned
controlled corporation namely Grace Silver Limited. Accordingly,
Mr. Liu is also taken to be interested in 65,251,940 Shares via his
spouse.

Ms. Guan Yuyan has deemed interest in 65,251,940 Shares via
her wholly-owned controlled corporation namely Grace Silver
Limited. Mr. Liu Shiwei being the spouse of Ms. Guan has interest
of 18,273,859 Shares in the Company. Accordingly, Ms. Guan is
also taken to be interested in 18,273,859 Shares via her spouse.

Grace Silver Limited is wholly and beneficially owned by Ms.
Guan Yuyan.

China Home Hong Kong Limited is wholly-owned by Beijing
Easyhome Investment Holding Group Co., Ltd. ("Beijing
Easyhome”). China Home Hong Kong Limited is directly holding
32,153,054 Shares and Beijing Easyhome Investment Holding
Group Co., Ltd. is deemed to hold 32,153,054 Share through its
controlled interests in China Home Hong Kong Limited.

Beijing Easyhome is wholly-owned by Mr. Wang Linpeng and his
spouse. Accordingly, Mr. Wang and his spouse are deemed to
have interest in 32,153,054 shares via Beijing Easyhome.

Mr. Koo Yuen Kim holds 29,762,947 Shares by virtue of his
personal interest and 804,339 Shares through his wholly-owned
controlled corporation namely Golden Eagle (Asia) Investment
Limited.

BFAM Partners (Cayman) Limited is wholly-owned by Mr. Fuchs
Benjamin Aaron.

Mr. Fuchs Benjamin Aaron has deemed interest in 157,282,111
Shares via his wholly-owned controlled corporation namely BFAM
Partners (Cayman) Limited.

These Shares may be allotted and issued upon exercise of the
conversion rights attaching to the convertible bonds issued by the
Company.
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Saved as disclosed above in this section, as at 31 December
2020, the Company has not been notified of any other persons
(other than the Directors or chief executive of the Company)
who had any interest or short position in the shares or
underlying shares of the Company as recorded in the register
required to be kept under Section 336 of the SFO.

MODEL CODE FOR SECURITIES TRANSACTIONS
BY DIRECTORS

The Company has adopted the Model Code as set out in
Appendix 10 to the Listing Rules as its code of conduct
regarding Directors’ securities transactions.

The Company has made specific enquiry of all Directors of any
noncompliance with the Model Code during the financial year
ended 31 December 2020, and they have all confirmed their full
compliance with the required standard as set out in the Model
Code.

CORPORATE GOVERNANCE

Please refer to the Corporate Governance Report on pages 36
to 51 for details.

COMPETING BUSINESS INTERESTS OF
DIRECTORS

None of the Directors and their respective associates had any
interest in a business which competes or may compete with the
business of the Group.

PURCHASE, REDEMPTION OR SALE OF LISTED
SECURITIES

During the year, neither the Company nor any of its subsidiaries
purchased, redeemed or sold any of the Company’s listed
securities.

PRE-EMPTIVE RIGHTS

There are no provisions for pre-emptive rights under the
Company’s bye-laws or the laws of Bermuda, being the
jurisdiction in which the Company was continued.
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MAJOR CUSTOMERS AND SUPPLIERS

The percentages of purchases and sales for the year attributable
to the Group’s major suppliers and customers are as follows:

Purchases

—  the largest supplier 49%
—  five largest suppliers totally 74%

Sales

- the largest customer 18%
- five largest customers totally 62%

None of the Directors, their associates or any shareholder (which
to the knowledge of the directors owns more than 5% of the
Company'’s share capital) had an interest in the major suppliers
or customers noted above. During the year and up to the date
of this report, the Group maintained good relationship with its
major customers and suppliers.

SUFFICIENCY OF PUBLIC FLOAT

The Company has maintained a sufficient public float
throughout the year.

COMMITMENTS

Details of commitments of the Group are set out in note 35 to
the financial statements.

EVENTS AFTER THE REPORTING PERIOD

Details of the Group's events after the reporting period are set
out in note 40 to the financial statements.

BAY AREA GOLD GROUP LIMITED
Annual Report 2020

FERXFRMER
AEBTEHEREEFHAFTFHEENR
HEZBDEENT :

PREE

-  &AHER49%

- IhARHERAHTI%

- RARF18%
— RAREFAEH62%

MEES - WEZHEAREMRER (B
EEMABEEARARAS% A L) R E
AEBHEEHKECTEAERD - NF
AMBEAFREY  AEEEATS
BEF RH AR RIRE

RANARISRE
RAFTREERN—ERFETHRRER
= o

ZRi

AR 2 AR B R M35

REHRSEE

BRAASERBERRBEEZEFHFR
NS MAMIFE40 ©



AUDITOR

The consolidated financial statements for the year ended 31
December 2020 have been audited by CCTH CPA Limited
("CCTH"), who were appointed to fill the casual vacancy
left following the resignation of the former auditors, Messrs.
Ascenda Cachet CPA Limited. CCTH, who will retire and, being
eligible, offer themselves for re-appointment at the forthcoming
Annual General Meeting. A resolution for the re-appointment
of CCTH as auditor of the Company is to be proposed at the
forthcoming Annual General Meeting.

On behalf of the Board
Mr. Yi Shuhao
Chairman

Hong Kong, 30 March 2021
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INDEPENDENT AUDITOR'S REPORT
BYRBEMBES

CCTH CPA LIMITED
RIEXEEEMERAE

To the shareholders of Bay Area Gold Group Limited

(incorporated in the Cayman Islands and continued in Bermuda
with limited liability)

OPINION

We have audited the consolidated financial statements of Bay
Area Gold Group Limited (the “Company”) and its subsidiaries
(collectively referred to as the “Group”) set out on pages 85 to
276, which comprise the consolidated statement of financial
position as at 31 December 2020, and the consolidated
statement of profit or loss, consolidated statement of other
comprehensive income, consolidated statement of changes in
equity and consolidated statement of cash flows 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 December 2020, 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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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 2 to the consolidated financial
statements, that the Group incurred the losses amounted to
approximately HK$2,907,475,000 and HK$631,332,000 for
the years ended 31 December 2020 and 2019 respectively, and
the net current liabilities of approximately HK$2,434,847,000
as at 31 December 2020. These conditions indicate that a
material uncertainty exists that may cast significant doubt on
the Group’s ability to continue as a going concern. In light
of all the measures and arrangements detailed in note 2 to
the consolidated financial statements, the directors are of the
opinion that the Group will be able to finance its future working
capital and financial requirements. 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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(a)

Impairment assessment on mining rights and mining
structures relating to the gold mining operations

As at 31 December 2020, the carrying amounts of the
Group's mining rights and mining structures relating to
the gold mining operations amounted to approximately
HK$4,551 million and HK$4,275 million respectively,
details of which are disclosed in notes 13 and 14(a) to the
consolidated financial statements respectively.

In addition, the Group also had mining structures under
construction with the carrying amount of approximately
HK$68 million as at 31 December 2020 included in the
Group's fixed assets (note 14(a)).

With reference to the financial performance and
unfavourable market condition noted for the gold mining
operations, management of the Group considered that
indication of impairment of certain mining rights and
mining structures of the Group existed as at 31 December
2020. Accordingly, the management assessed the
impairment of the mining rights and mining structures
(including those under construction) by comparing the
recoverable amount of cash-generating unit of the gold
mining operation with their carrying amounts at the end
of the reporting period. The recoverable amount was
determined with reference to the value in use of the
cash-generating unit, a suitable discount rate, growth
rates and expected changes in selling prices and direct
costs in order to calculate the value in use.

Based on the impairment assessments, the management
concluded an impairment loss amounted to approximately
HK$1,335 million and HK$934 million to be recognised on
the Group’s mining rights and the mining structures under
construction respectively for the year ended 31 December
2020.
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(b)

INDEPENDENT AUDITOR'S REPORT

We identified the impairment assessment of mining
rights and mining structures relating to the gold mining
operation as a key audit matter due to the significant
judgements and estimations are required by the
management in assessing the impairment of mining
rights and mining structures and the significance of their
carrying amounts recognised in the consolidated financial
statements.

How our audit addressed the key audit matter

Our procedures in relation to evaluating the impairment
assessment on mining rights and mining structures relating
to the gold mining operations included:

o Understanding the key controls relating to the
impairment assessment process used by the
management including the value in use calculation;

o Evaluating the reasonableness of the input data of
the cash flow forecast by comparing the historical
financial forecast against the actual performance of
the cash-generating unit;

o Evaluating the reasonableness of the assumptions
made by the management in determining the value
in use of the mining rights and mining structures
relating to the gold mining operations, including
suitable discount rate, growth rates and expected
changes in selling prices and direct costs; and

o Evaluating management assessment on the potential
impact on the value in use calculations by the
reasonably possible changes on growth rates and
discount rate.

Impairment assessment of goodwill

As disclosed in note 13 to the consolidated financial
statements, the carrying amount of goodwill of the Group
is HK$Nil at 31 December 2020 and impairment loss on
goodwill amounted to HK$7,225,000 was recognised in
the Group's profit or loss in respect of the year ended 31
December 2020.
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Determining the amount of impairment for goodwill
requires an estimation of the recoverable amount,
which is the value in use of the cash-generating units
to which goodwill has been allocated. The value in use
is determined based on the cash flow projections for
the cash generating units and requires the estimation
of key assumptions, including expected growth rate in
revenue and timing of future expenditures and selection
of discount rates in order to calculate the present value.
Impairment of goodwill is calculated by comparing the
recoverable amount of cash-generating units to which
the goodwill is allocated and the carrying value of the
cash-generating units at the end of the reporting period.

We identified the impairment assessment of goodwill
as a key audit matter due to the amount of goodwill
and judgements and estimations in the preparation of
cash flows projections and the adoption of various key
assumptions.

How our audit addressed the key audit matter

Our procedures in relation to evaluating the management’s
impairment assessment of goodwill included:

o Understanding the management’s process relating
to the preparation of the cash flow projections and
impairment assessment;

o Evaluating the reasonableness of the cash flow
projections by comparing the historical financial
projections, where appropriate, against actual
performance;

e Analysing the reasonableness of the assumptions
made by the management in determining the value
in use of the cash-generating units to which the
goodwill is allocated, including expected growth rate
in revenue and timing of future expenditures and
selection of discount rates; and

o Performing sensitivity analysis on the assumptions
made by the management in determining the value
in use of the cash-generating units to which the
goodwill is allocated, including expected growth rate
in revenue and timing of future expenditures and
selection of discount rates.
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OTHER INFORMATION

The directors of the Company are responsible for the other
information. The other information comprises the information
included in the annual report, but does not include the
consolidated financial statements and our auditor’s report
thereon.

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.

RESPONSIBILITIES OF DIRECTORS AND THOSE
CHARGED WITH GOVERNANCE FOR THE
CONSOLIDATED FINANCIAL STATEMENTS

The directors of the Company 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 disclosure requirements of 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.
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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.

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
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 Identify 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.

BAY AREA GOLD GROUP LIMITED
Annual Report 2020
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INDEPENDENT AUDITOR'S REPORT

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.

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.

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.
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INDEPENDENT AUDITOR'S REPORT
BUREMBES

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, actions taken to eliminate threats or safeguards
applied.

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.

CCTH CPA LIMITED
Certified Public Accountants
Hong Kong

30 March 2021

Lee Chi Hang

Practising certificate number: P01957
Unit 1510-1517, 15/F., Tower 2,
Kowloon Commerce Centre,

No. 51 Kwai Cheong Road,

Kwai Chung, New Territories, Hong Kong
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Revenue
Cost of sales

Gross profit

Other income and gains

Administrative expenses

Selling and distribution costs

Impairment loss on goodwill

Impairment loss on mining rights

Impairment loss on fixed assets

Impairment loss on deposits paid
for gold mining rights

Impairment loss on trade, loans and
other receivables

Impairment loss on deposits paid for
acquisition of fixed assets

Write-off of fixed assets

Loss from operations
Finance costs
Share of profit of an associate

Loss before tax
Income tax (expense)/credit

Loss for the year attributable to
owners of the Company

Loss per share
Basic

Diluted

L6
HERR

E7

H AU A R Mz
1TERE M

SHE R SHAA
AEREERE

REERERR

Bl E & E R (AR 1R
L TRERIEIE AT 1
mERERR
FEMERK - B R A
UK IR &5 18
SRR Bl B AT
BERERE

(Bl E & 2= M 5

REmE
RIMERAN

D —REE R R

BRBLAT RSB
Ffeit (Fx),/ %

ERATRHEEA
BiEFERR

BREE
BN

The notes on pages 93 to 276 form part of these consolidated

financial statements.

CONSOLIDATED STATEMENT OF PROFIT OR LOSS

mEEER

For the year ended 31 December 2020

F—A=Z+—HALFE

(Expressed in Hong Kong dollars SA& TSR )

2020 2019
—ECEHF —E-NF
Notes HK$’000 HK$'000
BaE FET FET
5(a) 1,453,472 1,040,044
(1,202,492) (868,701)
250,980 171,343
6 7,062 5,234
(119,346) (183,162)
(20,861) (10,537)
13(c) (7,225) (273,893)
13(a) (1,334,671) -
14(a)(iv) (933,770) -
15 (146,469) -
19 (169,227) =
(62,948) -
(30,728) -
(2,567,203) (291,015)
7(a) (336,720) (366,355)
2,011 1,944
7 (2,901,912) (655,426)
8 (5,563) 24,094
(2,907,475) (631,332)
HKS$ HKS
BT BT
(restated)
(#&&E5)
12
(9.79) (2.16)
N/A N/A
T A TiEH
F93FF276 B ZHEB AL A VIR

RZ—HBD °
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CONSOLIDATED STATEMENT OF OTHER COMPREHENSIVE INCOME

GEeEHMtEEmRER

For the year ended 31 December 2020
BEZ-_ZF+-_A=+—HIFE
(Expressed in Hong Kong dollars LA7& L3I~

Loss for the year

Other comprehensive
income/(expense) for the year
Item that may be reclassified
subsequently to profit or loss:
Exchange differences on translation
of foreign operations

Item that will not be reclassified

to profit or loss:

Fair value gain on investments in
equity instruments at fair value
through other comprehensive
income (“FVTOCI"), net of tax

Total comprehensive expense
for the year attributable to
owners of the Company

The notes on pages 93 to 276 form part of these consolidated

financial statements.

BAY AREA GOLD GROUP LIMITED
Annual Report 2020
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2020 2019
—EEF —E—NEF
HK$’000 HK$’'000
F#ET FET
FEEER (2,907,475) (631,332)
FEHEMZEKE (BX)
HEEEH 7IEE
B 2EH -
MEGINEREEZ
P& Z=%E 258,648 (91,648)
BTEEFHHEE
B ZEH -
HBEM
BAFEY R
([FBEM 2R
BATESE] 2
AR T BIEE 2
NEERZ - BEZ 18,370 18,267
277,018 (73,381)
RAREEANEBLEEE
EHBAXAE
(2,630,457) (704,713)

F93FF276 B ZMEB AL E VKR
RZ—EH o



CONSOLIDATED STATEMENT OF FINANCIAL POSITION
wra IR OR &

As at 31 December 2020
R-_ZE-_FF+-_A=+—H

(Expressed in Hong Kong dollars SA TSI 7R )

2020 2019
—EEHF —E-NEF
Notes HK$’000 HK$'000
BRE FETT FET
Non-current assets FREEE
Intangible assets B EE 13 4,551,032 5,860,716
Fixed assets EE&E 14(a) 4,387,667 5,032,015
Right-of-use assets FRAEEE 14(b) 35,266 39,731
Deposits paid for gold mining MBI X
rights and exploration rights RERERRE 15 - 142,088
Investment in an associate NI g = 16 15,067 12,241
Investments in equity instruments FHREM 2 E W AR
at fair value through other NEYIER Z RS
comprehensive income TAKE 17 329,183 293,964
Trade, loans and other FEUBRIR ~ B &
receivables, deposits H fth FEURIE -
and prepayments Ze RIEFFIE 19 - 111,880
Pledged deposits [REEwGYER N 21 - 44,752
Deposits paid for acquisition of M IEEEEE
fixed assets iz 55,971 87,853
Other deposits Hipiz e 1,056 1,006
Total non-current assets FRBEEHRTE 9,375,242 11,626,246
Current assets RBEE
Inventories 753} 18 231,753 137,688
Trade, loans and other FEUERR ~ BRI
receivables, deposits HAbfEWRIE
and prepayments e RFERFHKIEA 19 267,210 259,720
Financial assets at fair value FHiREEEATE
through profit or loss R & REE 20 43,949 -
Pledged deposits [REEwGYEE 21 77,207 61,534
Client trust bank balances BEFEER1TE 22 2,916 2,355
Cash and bank balances R MIRTTE R 22 89,048 68,473
Total current assets REEEHTE 712,083 529,770
Current liabilities REBEE
Trade and other payables JETRR TR
H At &< 5R0R 23 1,491,895 945,586
Contract liabilities aRBE 23 46,950 38,698
Bank and other borrowings RITREHMER 24 1,276,968 2,063,686
Derivative financial instruments PTESRT A 25 26,612 =
Convertible bonds AT AR E S 25 289,982 -
Lease liabilities HEBE 26 1,556 4,166
Tax payable JERTARIR 12,967 4,654
Total current liabilities REBEERAE 3,146,930 3,056,790

The notes on pages 93 to 276 form part of these consolidated 93X FE 276 8 2 Mt B AL A MR
financial statements. RZ—EBD o
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CONSOLIDATED STATEMENT OF FINANCIAL POSITION

e PR R &

As at 31 December 2020
RN_T_TF+-_A=+—H

(Expressed in Hong Kong dollars A& T3~

2020 2019
—ECEF —E-hF
Notes HK$’000 HK$’000
M5 F#ET FET
Net current liabilities REBAEFE (2,434,847) (2,527,020)
Total assets less current liabilities BREERRBERE 6,940,395 9,099,226
Non-current liabilities kREBEE
Bank and other borrowings RITREHMER 24 1,947,327 1,177,603
Derivative financial instruments PTESmMT A 25 = 55,802
Convertible bonds AR ES 25 = 272,391
Lease liabilities HEaE 26 813 3,570
Deferred tax liabilities FERIEEE 27(a) 590,840 558,576
Total non-current liabilities ERBAEHEE 2,538,980 2,067,942
NET ASSETS EEZEE 4,401,415 7,031,284
CAPITAL AND RESERVES B R i
Share capital N 28(b) 297 5,936
Reserves & 4,401,118 7,025,348
EQUITY ATTRIBUTABLE TO RAREEAENL
OWNERS OF THE COMPANY = 4,401,415 7,031,284

The consolidated financial statements on pages 85 to 276 were
approved and authorised for issue by the board of directors on
30 March 2021 and are signed on its behalf by:

REFEN _T_—F=A=+B%k
PRI B H 85276 A MR A B
= UHTINEERARERE

Mr. Yi Shuhao Mr. Zhang Lirui
ZRERE RIS K E
Chairman and Chief Executive Officer Executive Director
FIEFTHAEZ HITEE

F93EFE276 B 2B AL A IR
RZ—EBD o

The notes on pages 93 to 276 form part of these consolidated
financial statements.
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At January 2020 H-%-3%-A-A
Loss for the year R
Other comprehensie income EREf2ENE

forthe year

Totel comprehensive incomellexpense) ~ ERAEAE /(B ) 258
forthe year

Capttal reorganisation (note 28] En3 ()

Shares ssued upon conversion ERTHRERK
of convertile bonds B

Transferred o statutory resenves EATIERE

Utlisation of statutory reseves BRTRRE
Appropriaton ofstatutory reserves— BFEEEE

At 31 December 2020 WoB-EETZAZT-R

CONSOLIDATED STATEMENT OF CHANGES IN EQUITY
REEREER

For the year ended 31 December 2020

I

A=+

BIEFE

(Expressed in Hong Kong dollars SA& TSR )

The notes on pages 93 to 276 form part of these consolidated

financial statements.

fvrod
reserve
iyl Accum-
Share Share  Contributed  Statutory ~ 2AUE Capital ~ Exchange lated Total
capital premium surplus reserves BAVE resrve reserve losses equity
Re  BOEE  EEBR  iERE GIRRE 0 KARE  ENRRE  &EE  RRER
S0 HKSO00  HKSOR0  KKSOO0  HKSOOD  HKSODD  HKSOMD KSR HKSOOD
7A1 7&1 7 74 7A1 7&1 781 74 7A1
(note 28 (note 28 (note 28 (note 28 (note 28 (note 28 (note 28
(b) (@0 (G0 () ) (d) vi) (0 i) (0 i)
(Kzk28(0)) (W (Rhs  (WEs  (WEs  (Kds (K
(o) (0 (i) (0fvi) (o) (qi)
5,936 973 7185719 159,442 41675 - (315510)  (1.403180) 7,031,284
- - - - - - - (90741 (2907475)
- - - - 18370 - 258,648 - 1,018
- - - - 18370 - 258648 (2907475 (263045)
(5,645) - 5,645 - - - - - -
6 582 - - - - - - 588
- - - 5191 - - - (5191) -
- - - (8.841) - - - 8841 -
- - - 6,716 - - - (6,716) -
97 740315 1,862,839 162,508 66,045 - (116802  (4313727) 4401415
FIBEF276 AZWHB ARG A KR
RZ—8bD o
EEE25EB8EFRALA
—_E_ZEFEFR
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CONSOLIDATED STATEMENT OF CHANGES IN EQUITY

For the year ended 31 December 2020
BE-Z-ZF+-A=1+—HILtFE
(Expressed in Hong Kong dollars A 7T )

At 1 January 2019

Loss for the year
Other comprehensive income/(expense)
forthe year

Total comorehensive incomeexpense)
forthe year

Capital reorganisation (note 28)
Shares ssued upon conversion

of convertible bonds
Lapse of share options
Appropriation of safety production fund
Utlisaton of safety production fund
Appropriation of statutory reserves

At 31 December 2019

The notes on pages 93 to 276 form part of these consolidated

R-%-15-B-R

FRER
FRERRTNE /()

FREANE /()8

En3 ()
BATARERE
Himgh

BlREx
AReiERe
BAR2EERS
BifiteaE

WoE3-AETZAz1-R

financial statements.

BAY AREA GOLD GROUP LIMITED

Annual Report 2020

AToCl
fesene
gt Accumu-
Share Share Contributed Statutory 2EhE Capital Bichange lated Total
capitl premium surplus Tesenves BLTE Teserve fesene losses equty
RE BORE  EMER  fREE NBBE  ANRE  BHERR 0 ZER  EREE
S0 KO0 A0 S0 MO0 #SOm HSOm MO0 #SOm
Fér . Fér 7AT Fér Fir Fér Fér Fér
(note 28 note 28 (note 28 (note 28 note 28 (note 28 (note 28
(o) d0) o) (@) (o) () (o)
(F2800) (s (s (Wi (s (s (s
(olo) o) (o) (o) (o) (i)
58369 728663 721933 15120 29408 3038 (283862 (194031) 774828
- - - - - - - 3133 63133
- - - - 18,267 - (91,648) - (73.381)
- - - 18,267 - (91,649 631,332) (T04713)
(577,855) - 57785 - - - - - -
9 11,070 - - - - - - 11,169
- - - - - (30348 - 30,388 -
- - - 5044 - - - (5,044) -
- - - (1,355) - - - 135 -
- - 448 - - - (4.482) -
5936 739733 7857194 159,442 47675 - (375510 (1403,186) 7,031,284
FI93EF276 B 2 MFB AL E MR

RLZ—BED ©



Operating activities
Loss before tax
Adjustments for:

Amortisation of intangible assets

Depreciation of fixed assets

Depreciation of right-of-use assets

Finance costs

Interest income

Impairment of goodwill

Impairment loss on mining rights

Impairment loss on trade, loans and
other receivables

Impairment loss on deposits paid for
gold mining rights

Impairment loss on fixed assets

Impairment loss on deposits paid for
acquisition of fixed assets

Loss on disposal of fixed assets

Write-off of fixed assets

Gain on termination of lease

Share of profit of an associate

Changes in working capital:
(Increase)/decrease in inventories
(Increase)/decrease in trade, loans

and other receivables, deposits
and prepayments

(Increase)/decrease in client trust
bank balances
Increase in trade and other payables

Cash generated from operations

Income tax paid
PRC income tax paid

Net cash flows generated from
operating activities

CONSOLIDATED STATEMENT OF CASH FLOWS

KeEs
AR
HE

B EEMH
BEEENE
EREEENE
AR
FEHA
BERE
REERERR

JRUERS - B R
NG IR BB R
FERRERANRE

REREE

BlE EERERR
SRR Bl & AT
RERMEBRE
HEETEBEZER
Bl & B
IR =6

G NGl
2EELE

& (Em),/ B
FEURERAR

ERMAMREKR -

BE RBNTR
($&m),/ mb
RPERERITHAR
($1),/ B>
ANE V)
TR

KERBEL RS

ENFAEH
ENFEMER

REETHELEL
RERFE

The notes on pages 93 to 276 form part of these consolidated

financial statements.

Notes

et

7,13
7, 14(a)
14(b)
7(a)
6
13

FmERERER

For the year ended 31 December 2020
BE-Z-_ZF+_A=+—HLFE
(Expressed in Hong Kong dollars SA& TSR )

2020 2019
—EBCEF “E-NF
HK$’000 HK$*000
FET FET
(2,901,912) (655,426)
120,357 96,843
129,188 89,967
4,072 9,043
336,720 366,355
(1,165) (1,343)
7,225 273,893
1,334,671 =
169,227 10,423
146,469 =
933,770 =
62,948 =
429 126
30,728 =
(55) (509)
(2,011) (1,944)
(79,010) 56,333
(45,618) 40,583
(561) 592
199,148 108,705
444,620 393,641
444,620 393,641
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RLZ—BED ©

B
]
il
Ik
A A
[l &
A
# )

=
g



92

CONSOLIDATED STATEMENT OF CASH FLOWS

GERERER

For the year ended 31 December 2020

HE-Z-2E+-A=+-RALEE

(Expressed in Hong Kong dollars LA TSI 7R )

Investing activities

Payment for purchase of fixed assets

Proceeds from disposal of fixed assets

Payment for purchase of financial assets
at fair value through profit or loss

Decrease in other non-current deposits

Deposits from disposal of subsidiaries
received by the Group

Increase in deposits paid for fixed assets

Decrease/(increase) in restricted deposits

Interest received

Net cash flows used in
investing activities

Financing activities
Payment for the 2021 Convertible
Bonds Restructure
Net proceeds from new bank and
other borrowings
Repayment of bank and other borrowings
Decrease/(increase) in pledged deposits
Finance costs paid
Repayment of lease liabilities

Net cash flows used in
from financing activities

Net decrease in cash
and cash equivalents
Cash and cash equivalents
at 1 January
Effect of foreign exchange rate changes

Cash and cash equivalents
at 31 December

The notes on pages 93 to 276 form part of these consolidated

financial statements.
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Notes

et

REEH
BEETEENK 14(a)
& BIE EEMS TR
BEEBRERATE

DR EREENK
HiIERER SR
AEEALENBAR

WEREY I &
REFEEX M 2ZE

Yl
RBRHEDRD

(4 m)

E A E

REZBAZ
RERFEE

MEEH

—Z - —FuBRES

BAMK 39(b)
FERITREMER

FTiSsURF 8 39(b)
BERITREMER 39(b)
BEBERRL/ (L)

[RANEUE % 39(b)
BEHEas 39(b)

MEEEHAZ
RERFE

RERREEEN
WY R
R—B-BZHER
REEEY
ExEH oo

Rt=ZA=+-H2
BEeRBSEEY 22

2020 2019
== A
HK$’000 HK$'000
FRT THT
(173,166) (194,181)
3,232 S
(42,672) S
= 9,430
132,963 S
(26,829) (1,645)
4,787 (4,846)
1,165 1,343
(100,520) (189,899)
- (2,077)
373,872 438,851
(532,005) (447,243)
34,599 (5,645)
(203,290) (195,076)
(3,390) (8,526)
(330,214) (219,716)
13,886 (15,974)
31,287 47,999
9,362 (738)
54,535 31,287

FI3EFE276 A 2 WX BALGE B
RZ2—Em o



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

RE U BRRME

(Expressed in Hong Kong dollars unless otherwise indicated LABTTIIR @ Br S HFTIEIN)

GENERAL INFORMATION

Bay Area Gold Group Limited (the “Company”) was
incorporated in the Cayman Islands and continued in
Bermuda with limited liability. The address of its registered
office and principal place of business are disclosed in the
corporate information section of the annual report. The
Company and its subsidiaries (collectively the “Group”)
are principally engaged in mining and processing of gold
ores and sale of gold products in The People’s Republic of
China (the "PRC"), trading of metals and minerals in the
PRC, and provision of financial services business in Hong
Kong and the PRC, including asset management, securities
brokerage, financing and advisory services.

BASIS OF PREPARATION OF
CONSOLIDATED FINANCIAL STATEMENTS

The consolidated financial statements have been prepared
in accordance with all applicable Hong Kong Financial
Reporting Standards (“HKFRSs"”), which collective term
includes all applicable individual Hong Kong Financial
Reporting Standards, Hong Kong Accounting Standards
("HKASs") and Interpretations issued by the Hong Kong
Institute of Certified Public Accountants (“HKICPA")
and accounting principles generally accepted in Hong
Kong. For the purpose of preparation of the consolidated
financial statements, information is considered material
if such information is reasonably expected to influence
decisions made by primary users. The consolidated
financial statements also include applicable disclosures
required by the Rules Governing the Listing of Securities
on The Stock Exchange of Hong Kong Limited (the “Stock
Exchange”) (the “Listing Rules”) and the Hong Kong
Companies Ordinance.
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IR - B BEFHE)

BASIS OF PREPARATION OF
CONSOLIDATED FINANCIAL STATEMENTS

(continued)

The HKICPA has issued the Amendments to References
to the Conceptual Framework in HKFRS Standards and
certain amendments to HKFRSs, which are mandatorily
effective for the current year. Note 3 to the consolidated
financial statements provide information on any significant
changes in accounting policies resulting from the initial
application of these developments to the extent that
they are relevant to the Group for the current and prior
accounting years reflected in the consolidated financial
statements.

In preparing the consolidated financial statements,
the directors of the Company have considered the
future liquidity of the Group. The Group incurred losses
attributable to owners of the Company of approximately
HK$2,907,475,000 and HK$631,332,000 for the years
ended 31 December 2020 and 2019 respectively, and
the Group had net current liabilities of approximately
HK$2,434,847,000 as at 31 December 2020. These
conditions indicate the existence of a material uncertainty
which may cast a significant doubt on the Group’s ability
to continue as a going concern. Nevertheless, the directors
of the Company are of the opinion that the Group will
be able to finance its future working capital and financial
requirements given that:

(i)  The directors of the Company are considering various
alternatives, including but not limited to disposal of
equity interest of group entities engaging in mining
operations or pledges of the Group’s mining rights
and/or mining structures, to obtain additional funds
to support the Group’s working capital needs.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

RE U BRRME

(Expressed in Hong Kong dollars unless otherwise indicated LABTTIIR @ Br S HFTIEIN)

BASIS OF PREPARATION OF
CONSOLIDATED FINANCIAL STATEMENTS

(continued)

(ii)

(iii)

A substantial shareholder of the Company, Mr. Liu
Shiwei, has agreed to provide continuing financial
support as necessary to enable the Group to meet its
liabilities as and when they fall due in the foreseeable
future.

Based on the past records, the directors of the
Company are confident that substantially all of
the Group's borrowings, including bank and other
borrowings and convertible bonds, that are due for
repayments within twelve months after 31 December
2020, will be renewed upon maturity with the
existing terms and conditions and no repayments
of these borrowings will be demanded by the
contracting parties within twelve months ending
31 December 2021. With reference to the Group's
cash flows forecast prepared by the management
for the twelve months ending 31 December 2021,
the directors believe that the Group will be able to
generate adequate cash flows from its continuing
operations and to obtain sufficient fundings to meet
the debts of the Group as and when they fall due in
the foreseeable future.

Accordingly, the directors of the Company are of the
opinion that it is appropriate for the preparation of the

consolidated financial statements for the year ended
31 December 2020 on a going concern basis. The

consolidated financial statements have not reflected any

effects of adjustments if the Group was unable to continue
to operate as a going concern.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
R IS AR MY RE

(Expressed in Hong Kong dollars unless otherwise indicated LA THIR * B BB FTHEIN)

96

APPLICATION OF AMENDMENTS TO
HONG KONG FINANCIAL REPORTING
STANDARDS (“HKFRSs")

Amendments to HKFRSs that are
mandatorily effective for the current year

In the current year, the Group has applied the Amendments
to References to the Conceptual Framework in HKFRS
Standards and the following amendments to HKFRSs
issued by HKICPA for the first time which are mandatorily
effective for the annual period beginning on or after 1
January 2020 for the preparation of the consolidated
financial statements:
Amendments to HKAS 1 Definition of Material
and HKAS 8

Amendments to HKFRS 3 Definition of a Business

Amendments to HKFRS 9,  Interest Rate Benchmark
HKAS 39 and HKFRS 7 Reform

Except as described below, the application of the
Amendments to References to the Conceptual Framework
in HKFRS Standards and the amendments to HKFRSs in
the current year had no material impact on the Group's
financial positions and performance for the current and
prior years and/or on the disclosures set out in these
consolidated financial statements.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

RE U BRRME

(Expressed in Hong Kong dollars unless otherwise indicated LABTTIIR @ Br S HFTIEIN)

APPLICATION OF AMENDMENTS TO
HONG KONG FINANCIAL REPORTING
STANDARDS (“HKFRSS") (continued)

Impacts on application of Amendments to
HKFRS 3 Definition of a Business

The Group has applied the amendments for the first time
in the current year. The amendments clarify that while
business usually have outputs, outputs are not required
for an integrated set of activities and assets to qualify as
a business. To be considered a business, an acquired set
of activities and assets must include, at a minimum, an
input and a substantive process that together significantly
contribute to the ability to create outputs.

The amendments remove the assessment of whether
market participants are capable of replacing any missing
inputs or processes and continuing to produce outputs.
The amendments also introduce additional guidance that
helps to determine whether a substantive process has
been acquired.

In addition, the amendments introduce an optional
concentration test that permits a simplified assessment
of whether an acquired set of activities and assets is
not a business. Under the optional concentration test,
the acquired set of activities and assets is not a business
if substantially all of the fair value of the gross assets
acquired is concentrated in a single identifiable asset or
group of similar assets. The gross assets under assessment
exclude cash and cash equivalents, deferred tax assets,
and goodwill resulting from the effects of deferred
tax liabilities. The election on whether to apply the
optional concentration test is available on transaction-by-
transaction basis.

The amendments had no impact on the consolidated
financial statements of the Group but may impact future
periods should the Group make any acquisition.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e MR RRME

(Expressed in Hong Kong dollars unless otherwise indicated LA THIR * B BB FTHEIN)

3. APPLICATION OF AMENDMENTS TO
HONG KONG FINANCIAL REPORTING
STANDARDS (“HKFRSs") (continued)

New and amendments to HKFRSs issued but

not yet effective

The Group has not early applied the following new and
amendments to HKFRSs that have been issued but are not

yet effective:

HKFRS 17

Amendment to HKFRS 16

Amendments to HKFRS 3
Amendments to HKFRS 9,

HKAS 39, HKFRS 7,
HKFRS 4 and HKFRS 16

Amendments to HKFRS 10
and HKAS 28

Amendments to HKAS 1
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

RE U BRRME

(Expressed in Hong Kong dollars unless otherwise indicated LABTTIIR @ Br S HFTIEIN)

APPLICATION OF AMENDMENTS TO
HONG KONG FINANCIAL REPORTING
STANDARDS (“HKFRSs") (continued)

New and amendments to HKFRSs issued but
not yet effective (continued)

Amendments to HKAS 16 Property, Plant and
Equipment — Proceeds
before Intended Use?

Amendments to HKAS 37 Onerous Contracts — Cost of
Fulfilling a Contract?

Amendments to HKFRSs Annual Improvements to

HKFRSs 2018-2020?

L Effective for annual periods beginning on or after 1 January

2023.

Z Effective for annual periods beginning on or after 1 January
2022.

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

be determined.

. Effective for annual periods beginning on or after 1 June
2020.

. Effective for annual periods beginning on or after 1 January
2021.

The directors of the Company anticipate that the
application of all other new and amendments to HKFRSs,
which are not yet effective, will have no material impact
on the consolidated financial statements in the foreseeable
future.
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SIGNIFICANT ACCOUNTING POLICIES

The consolidated financial statements have been prepared
on the historical cost basis, except for certain financial
instruments that are measured at fair values at the end
of each reporting period, as explained in the accounting
policies set out below.

Historical cost is generally based on the fair value of the
consideration given in exchange for goods and services.

Fair value is the price that would be received to sell an
asset or paid to transfer a liability in an orderly transaction
between market participants at the measurement date,
regardless of whether that price is directly observable or
estimated using another valuation technique. In estimating
the fair value of an asset or a liability, the Group takes into
account the characteristics of the asset or liability if market
participants would take those characteristics into account
when pricing the asset or liability at the measurement date.
Fair value for measurement and/or disclosure purposes in
these consolidated financial statements is determined on
such a basis, except for share-based payment transactions
that are within the scope of HKFRS 2 “Share-based
Payment”, leasing transactions that are accounted for in
accordance with HKFRS 16, and measurements that have
some similarities to fair value but are not fair value, such
as net realisable value in HKAS 2 “Inventories” or value in
use in HKAS 36 “Impairment of Assets”.

For financial instruments which are transacted at fair value
and a valuation technique that unobservable inputs is
to be used to measure fair value in subsequent periods,
the valuation technique is calibrated so that at initial
recognition the results of the valuation technique equals
the transaction price.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

RE U BRRME

(Expressed in Hong Kong dollars unless otherwise indicated LABTTIIR @ Br S HFTIEIN)

SIGNIFICANT ACCOUNTING POLICIES

(continued)

In addition, for financial reporting purposes, fair value
measurements are categorised into Level 1, 2 or 3 based
on the degree to which the inputs to the fair value
measurements are observable and the significance of the
inputs to the fair value measurement in its entirety, which
are described as follows:

o Level 1 inputs are quoted prices (unadjusted) in
active markets for identical assets or liabilities that
the entity can access at the measurement date;

o Level 2 inputs are inputs, other than quoted prices
included within Level 1, that are observable for the
asset or liability, either directly or indirectly; and

e Level 3 inputs are unobservable inputs for the asset
or liability.

The principal accounting policies are set out below.

Basis of consolidation

The consolidated financial statements incorporate
the financial statements of the Company and entities
controlled by the Company and its subsidiaries. Control is
achieved when the Company:

o has power over the investee;

° is exposed, or has rights, to variable returns from its
involvement with the investee; and

o has the ability to use its power to affect its returns.

The Group reassesses whether or not it controls an
investee if facts and circumstances indicate that there are
changes to one or more of the three elements of control
listed above.
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SIGNIFICANT ACCOUNTING POLICIES

(continued)
Basis of consolidation (continued)

Consolidation of a subsidiary begins when the Group
obtains control over the subsidiary and ceases when the
Group loses control of the subsidiary. Specifically, income
and expenses of a subsidiary acquired or disposed of
during the year are included in the consolidated statement
of profit or loss and other comprehensive income from
the date the Group gains control until the date when the
Group ceases to control the subsidiary.

Profit or loss and each item of other comprehensive
income are attributed to the owners of the Company
and to the non-controlling interests. Total comprehensive
income of subsidiaries is attributed to the owners of the
Company and to the non-controlling interests even if this
results in the non-controlling interests having a deficit
balance.

When necessary, adjustments are made to the financial
statements of subsidiaries to bring their accounting
policies into line with the Group's accounting policies.

All intragroup assets and liabilities, equity, income,
expenses and cash flows relating to transactions
between members of the Group are eliminated in full on
consolidation.

Non-controlling interests in subsidiaries are presented
separately from the Group’s equity therein, which
represent present ownership interests entitling their
holders to a proportionate share of net assets of the
relevant subsidiaries upon liquidation.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

RE U BRRME

(Expressed in Hong Kong dollars unless otherwise indicated LABTTIIR @ Br S HFTIEIN)

SIGNIFICANT ACCOUNTING POLICIES

(continued)
Basis of consolidation (continued)

Optional concentration test

Effective from 1 January 2020, the Group can elect to
apply an optional concentration test, on a transaction-
by-transaction basis, that permits a simplified assessment
of whether an acquired set of activities and assets is not a
business. The concentration test is met if substantially all of
the fair value of the gross assets acquired is concentrated
in a single identifiable asset or group of similar identifiable
assets. The gross assets under assessment exclude cash
and cash equivalents, deferred tax assets, and goodwill
resulting from the effects of deferred tax liabilities. If
the concentration test is met, the set of activities and
assets is determined not to be a business and no further
assessment is needed.

Asset acquisitions

When the Group acquires a group of assets and liabilities
that do not constitute a business, the Group identifies
and recognises the individual identifiable assets acquired
and liabilities assumed by allocating the purchase price
first to financial assets/financial liabilities at the respective
fair values, the remaining balance of the purchase price is
then allocated to the other identifiable assets and liabilities
on the basis of their relative fair values at the date of
purchase. Such a transaction does not give rise to goodwill
or bargain purchase gain.

Business combinations

Acquisitions of businesses are accounted for using the
acquisition method. The consideration transferred in a
business combination is measured at fair value, which is
calculated as the sum of the acquisition-date fair values
of the assets transferred by the Group, liabilities incurred
by the Group to the former owners of the acquiree and
the equity interests issued by the Group in exchange
for control of the acquiree. Acquisition-related costs are
generally recognised in profit or loss as incurred.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e MR RRME

(Expressed in Hong Kong dollars unless otherwise indicated LA THIR * B BB FTHEIN)

4. SIGNIFICANT ACCOUNTING POLICIES

(continued)
Basis of consolidation (continued)

Business combinations (continued)

Except for certain recognition exemptions, the identifiable
assets acquired and liabilities assumed must meet the
definitions of an asset and a liability in the Framework for
the Preparation and Presentation of Financial Statements
(replaced by the Conceptual Framework for Financial
Reporting issued in October 2010).

At the acquisition date, the identifiable assets acquired
and the liabilities assumed are recognised at their fair
value, except that:

. deferred tax assets or liabilities, and assets or
liabilities related to employee benefit arrangements
are recognised and measured in accordance with
HKAS 12 “Income Taxes” and HKAS 19 “Employee
Benefits” respectively;

o liabilities or equity instruments related to share-based
payment arrangements of the acquiree or
share-based payment arrangements of the Group
entered into to replace share-based payment
arrangements of the acquiree are measured in
accordance with HKFRS 2 “Share-based Payment”
at the acquisition date (see the accounting policy
below);

o assets (or disposal groups) that are classified as held
for sale in accordance with HKFRS 5 “Non-current
Assets Held for Sale and Discontinued Operations”
are measured in accordance with that standard; and
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

RE U BRRME

(Expressed in Hong Kong dollars unless otherwise indicated LABTTIIR @ Br S HFTIEIN)

SIGNIFICANT ACCOUNTING POLICIES

(continued)
Basis of consolidation (continued)

Business combinations (continued)

o lease liabilities are recognised and measured at the
present value of the remaining lease payments (as
defined in HKFRS 16) as if the acquired leases were
new leases at the acquisition date, except for leases
for which (a) the lease term ends within 12 months
of the acquisition date; or (b) the underlying asset
is of low value. Right-of-use assets are recognised
and measured at the same amount as the relevant
lease liabilities, adjusted to reflect favourable or
unfavourable terms of the lease when compared
with market terms.

Goodwill is measured as the excess of the sum of
the consideration transferred, the amount of any
non-controlling interests in the acquiree, and the fair value
of the acquirer’s previously held equity interest in the
acquiree (if any) over the net amount of the identifiable
assets acquired and the liabilities assumed as at acquisition
date. If, after re-assessment, the net amount of the
identifiable assets acquired and liabilities assumed exceeds
the sum of the consideration transferred, the amount
of any non-controlling interests in the acquiree and the
fair value of the acquirer’s previously held interest in the
acquire (if any), the excess is recognised immediately in
profit or loss as a bargain purchase gain.

Non-controlling interests that are present ownership
interests and entitle their holders to a proportionate share
of the relevant subsidiary’s net assets in the event of
liquidation are initially measured at the non-controlling
interests’ proportionate share of the recognised
amounts of the acquiree’s identifiable net assets or at
fair value. The choice of measurement basis is made
on a transaction-by-transaction basis. Other types of
non-controlling interests are measured at their fair value.
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SIGNIFICANT ACCOUNTING POLICIES

(continued)
Basis of consolidation (continued)

Goodwill

Goodwill arising on an acquisition of a business is
carried at cost as established at the date of acquisition
of the business (see the accounting policy above) less
accumulated impairment losses, if any.

For the purposes of impairment testing, goodwill is
allocated to each of the Group’s cash-generating units
("CGUs") (or groups of CGUs) that are expected to benefit
from the synergies of the combination, which represent
the lowest level at which the goodwill is monitored for
internal management purposes and not larger than an
operating segment.

A cash-generating unit (“CGU") (or groups of CGUs) to
which goodwill has been allocated is tested for impairment
annually or more frequently when there is an indication
that the unit may be impaired. For goodwill arising on an
acquisition in a reporting period, the CGU (or groups of
CGUs) to which goodwill has been allocated is tested for
impairment before the end of that reporting period. If the
recoverable amount is less than its carrying amount, the
impairment loss is allocated first to reduce the carrying
amount of any goodwill and then to the other assets on a
pro-rata basis based on the carrying amount of each asset
in the unit (or groups of CGUs).

On disposal of the relevant CGU or any of the CGU within
the group of CGUs, the attributable amount of goodwill
is included in the determination of the amount of profit or
loss on disposal. When the Group disposes of an operation
within the CGU (or a CGU within a group of CGUs),
the amount of goodwill disposed of is measured on the
basis of the relative values of the operation (or the CGU)
disposed of and the portion of the CGU (or the group of
CGUs) retained.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

RE U BRRME

(Expressed in Hong Kong dollars unless otherwise indicated LABTTIIR @ Br S HFTIEIN)

SIGNIFICANT ACCOUNTING POLICIES

(continued)
Intangible assets (other than goodwill)

Intangible assets acquired separately are measured on
initial recognition at cost. The cost of intangible assets
acquired in a business combination is the fair value at the
date of acquisition. The useful lives of intangible assets are
assessed to be either finite or indefinite. Intangible assets
with finite lives are subsequently amortised over the useful
economic life and assessed for impairment whenever there
is an indication that the intangible asset may be impaired.
The amortisation period and the amortisation method for
an intangible asset with a finite useful life are reviewed at
least at each financial year end.

Intangible assets with indefinite useful lives are tested for
impairment annually either individually or at the cash-
generating unit level. Such intangible assets are not
amortised. The useful life of an intangible asset with an
indefinite life is reviewed annually to determine whether
the indefinite life assessment continues to be supportable.
If not, the change in the useful life assessment from
indefinite to finite is accounted for on a prospective basis.

(i) Mining rights

Mining rights with finite useful lives are carried
at cost less accumulated amortisation and any
accumulated impairment loss. The mining rights
are amortised over the estimated useful lives of the
mines, in accordance with the production plans of
the mines concerned, by using the unit of production
method based on the actual production volume over
the estimated total proven and probable reserves of
the gold mines.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e MR RRME

(Expressed in Hong Kong dollars unless otherwise indicated LA THIR * B BB FTHEIN)

4. SIGNIFICANT ACCOUNTING POLICIES

(continued)

Intangible assets (other than goodwill)
(continued)

(ii)

Exploration rights and assets

Exploration rights and assets are stated at cost less
any impairment losses. Exploration rights and assets
include the cost of acquiring exploration rights and
exploration and evaluation costs, which include
the costs of topographical and geological surveys,
exploratory drilling, sampling and trenching and
activities in relation to commercial and technical
feasibility studies.

Exploration and evaluation costs also include
expenditure incurred to secure further mineralisation
in existing ore bodies as well as in new areas of
interest. Expenditure incurred prior to accruing legal
rights to explore an area is written off as incurred.

When it can be reasonably ascertained that an
exploration property is capable of commercial
production, exploration and evaluation costs
capitalised are transferred to either mining structures
or mining rights and are depreciated/ amortised by
the unit of production method based on the proved
and probable mineral reserves. Costs incurred for
exploration which can be directly attributable to the
development of mining structures are transferred to
mining structures when the exploration reaches the
stage of commercial production. All other costs will
be transferred to mining rights. Exploration rights
and assets are written off to profit or loss if the
exploration property is abandoned.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

RE U BRRME

(Expressed in Hong Kong dollars unless otherwise indicated LABTTIIR @ Br S HFTIEIN)

SIGNIFICANT ACCOUNTING POLICIES

(continued)

Intangible assets (other than goodwill)
(continued)

(i)~ Trading right
The trading right at the Hong Kong Stock Exchange
Limited is recognised as intangible assets in the
consolidated statement of financial position. It
has indefinite useful life and is tested annually for
impairment. The trading right is carried at cost less
accumulated impairment losses, if any.

Fixed assets

Fixed assets, other than construction in progress, are
stated in the consolidated statement of financial position
at cost less any accumulated amortisation and depreciation
and any accumulated impairment losses.

Expenditure incurred after items of property, plant and
equipment have been put into operation, such as repairs
and maintenance, is normally charged to the consolidated
statement of profit or loss in the period in which it is
incurred. In situations where the recognition criteria
are satisfied, the expenditure for a major inspection
is capitalised in the carrying amount of the asset as a
replacement. Where significant parts of the fixed assets are
required to be replaced at intervals, the Group recognises
such parts as individual assets with specific useful lives and
depreciates them accordingly.

When a lease includes both land and building elements,
the Group assesses the classification of each element as
a finance or an operating lease separately based on the
assessment as to whether substantially all the risks and
rewards incidental to ownership of each element have
been transferred to the Group, unless it is clear that both
elements are operating leases in which case the entire
lease is classified as an operating lease.
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SIGNIFICANT ACCOUNTING POLICIES

(continued)
Fixed assets (continued)

Specifically, the minimum lease payments (including any
lump sum upfront payments) are allocated between
the land and the building elements in proportion to the
relative fair values of the leasehold interests in the land
element and building element of the lease at the inception
of the lease.

To the extent the allocation of the lease payments can be
made reliably, interest in leasehold land that is accounted
for as an operating lease is presented as interests in
leasehold land held for own use under operating leases
and included in fixed assets in the consolidated statement
of financial position and is amortised over the lease term
on a straight-line basis.

The cost of self-constructed items of fixed assets includes
the cost of materials, direct labour, the initial estimate,
where relevant, of the cost of dismantling and removing
the items and restoring the site on which they are located,
and an appropriate proportion of production overheads
and borrowings costs.

Gains or losses arising from the retirement or disposal of
an item of fixed assets 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.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

RE U BRRME

(Expressed in Hong Kong dollars unless otherwise indicated LABTTIIR @ Br S HFTIEIN)

SIGNIFICANT ACCOUNTING POLICIES

(continued)
Fixed assets (continued)

Depreciation is calculated to write off the cost of items
of fixed assets, other than mining structures, less their
estimated residual value, if any, using the straight line
method over their estimated useful lives as follows:

- 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.

- Machinery and equipment 5-10 years
- Motor vehicles 4 - 8 years
- Office equipment, fixtures 3 -5 years

and fittings

Depreciation of mining structures is provided to write off
the cost of the mining structures. The mining structures
are depreciated over the estimated useful lives of the
mines, in accordance with the production plans of the
mines concerned, by using the unit of production method
based on the actual production volume over the estimated
total proven and probable reserves of the gold mines.

Where parts of an item of fixed assets 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.

FESTEE (&B)

BElE&EE (&)

FERETIIERAEAR (RIK
BEDSN) 2 B A AERNE
SRR MEIA R R
() $E

— fURHEELH BT RIZAE
EREmFH AR RIER
FIR 2 BEERAYTE - Bl
X B B ET R Z 504 o

— MR 5-104
— AE 4 -84
- PAE 3-54

B

REM

BEERE

RIEEEYITE SR EAMBER
EREYMAA - RIZIEREESH
HERE - REBEY N ZES
MfEET AT A FRIZ SR 2 fh5H 4R
HEMIBREREERESEHA
HEBLDREITINE -

HEEEE 2 #B2REB A NRAGE
RER - ZBEB ZKARIZAIER
EDEESH AL EBAHENE -
BEZAMERFREFHRER (W0
B)AEEFEERH -

i3
[3a]
i
1B
A
|l
A4
# ol

7
5

1M



112

SIGNIFICANT ACCOUNTING POLICIES

(continued)
Fixed assets (continued)

Construction in progress represents buildings, mining
structures and plant and equipment in the course of
construction for production or for its own use purposes.
Construction in progress is stated at cost less any identified
impairment loss. Cost comprises construction expenditure
and capitalised borrowing costs on related borrowed
fund during the period of construction and other direct
costs attributable to such projects, if the amount of
capital expenditures and the time involved to complete
the construction are significant. Construction in progress
is reclassified to the appropriate category of fixed assets
when completed and ready for its intended use.

No depreciation is provided in respect of construction in
progress until it is substantially complete and ready for its
intended use.

Leases

Definition of a lease

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

For contracts entered into or modified or arising from
business combinations on or after the date of initial
application, the Group assesses whether a contract is or
contains a lease based on the definition under HKFRS
16 at inception, modification date or acquisition date, as
appropriate. Such contract will not be reassessed unless
the terms and conditions of the contract are subsequently
changed.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

RE U BRRME

(Expressed in Hong Kong dollars unless otherwise indicated LABTTIIR @ Br S HFTIEIN)

SIGNIFICANT ACCOUNTING POLICIES

(continued)
Leases (continued)

The Group as a lessee

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

Short-term leases and leases of low-value assets

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

(continued)
Leases (continued)

The Group as a lessee (continued)
Right-of-use assets
The cost of right-of-use asset includes:

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

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

o any initial direct costs incurred by the Group; and

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

Right-of-use assets are measured at cost, less any
accumulated depreciation and impairment losses, and
adjusted for any remeasurement of lease liabilities.

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

The Group presents right-of-use assets as a separate line
item on the consolidated statement of financial position.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

RE U BRRME

(Expressed in Hong Kong dollars unless otherwise indicated LABTTIIR @ Br S HFTIEIN)

SIGNIFICANT ACCOUNTING POLICIES

(continued)
Leases (continued)

The Group as a lessee (continued)

Lease liabilities

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

The lease payments include:

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

e variable lease payments that depend on an index or
a rate, initially measured using the index or rate as at
the commencement date;

o amounts expected to be payable by the Group under
residual value guarantees;

e the exercise price of a purchase option if the Group
is reasonably certain to exercise the option; and

J payments of penalties for terminating a lease, if the
lease term reflects the Group exercising an option to
terminate the lease.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
R IS AR MY RE

(Expressed in Hong Kong dollars unless otherwise indicated LABTTIIR @ Br S HFTIEIN)

4. SIGNIFICANT ACCOUNTING POLICIES 4., FESFEE @)
(continued)
Leases (continued) HE®
The Group as a lessee (continued) TEEELFANA (B)
Lease liabilities (continued) HEEE (&)
After the commencement date, lease liabilities are adjusted KB EEE  HEEEREFE
by interest accretion and lease payments. BREEENRIEL AL
The Group remeasures lease liabilities (and makes a ETIERT  REEEHFGEMN
corresponding adjustment to the related right-of-use EaBE(REHBEREEEED
assets) whenever: HBEFAE)
e the lease term has changed or there is a change in o HEHEHNBERITRIER

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

o the lease payments change due to changes in market o
rental rates following a market rent review in which
cases the related lease liability is remeasured by
discounting the revised lease payments using the
initial discount rate.
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The Group presents lease liabilities as a separate line item AEEHHEREEREBEAR
on the consolidated statement of financial position. REPBARREKFRZET -
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

RE U BRRME

(Expressed in Hong Kong dollars unless otherwise indicated LABTTIIR @ Br S HFTIEIN)

SIGNIFICANT ACCOUNTING POLICIES

(continued)
Leases (continued)

The Group as a lessee (continued)

Lease modifications

The Group accounts for a lease modification as a separate
lease if:

o the modification increases the scope of the lease
by adding the right to use one or more underlying
assets; and

e the consideration for the leases increases by an
amount commensurate with the stand-alone price
for the increase in scope and any appropriate
adjustments to that stand-alone price to reflect the
circumstances of the particular contract.

For a lease modification that is not accounted for as a
separate lease, the Group remeasures the lease liability
based on the lease term of the modified lease by
discounting the revised lease payments using a revised
discount rate at the effective date of the modification.

The Group accounts for the remeasurement of lease
liabilities by making corresponding adjustments to the
relevant right-of-use asset. When the modified contract
contains a lease component and one or more additional
lease or non-lease components, the Group allocates
the consideration in the modified contract to each lease
component on the basis of the relative stand-alone price
of the lease component and the aggregate stand-alone
price of the non-lease components.
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SIGNIFICANT ACCOUNTING POLICIES

(continued)

Impairment on fixed assets, right-of-use
assets and intangible assets (other than
goodwill)

At the end of the reporting period, the Group reviews the
carrying amounts of its fixed assets, right-of-use assets
and intangible assets to determine whether there is any
indication that those assets have suffered an impairment
loss. If any such indication exists, the recoverable amount
of the relevant asset is estimated in order to determine the
extent of the impairment loss (if any).

The recoverable amount of fixed assets, right-of-use assets
and intangible assets are estimated individually. When it
is not possible to estimate the recoverable amount of an
asset individually, the Group estimates the recoverable
amount of the CGU to which the asset belongs.

In testing a cash-generating unit for impairment, corporate
assets are allocated to the relevant cash-generating unit
when a reasonable and consistent basis of allocation
can be established, or otherwise they are allocated to
the smallest group of cash generating units for which
a reasonable and consistent allocation basis can be
established. The recoverable amount is determined for the
cash-generating unit or group of cash-generating units to
which the corporate asset belongs, and is compared with
the carrying amount of the relevant cash-generating unit
or group of cash-generating units.

In addition, the Group assesses whether there is indication
that corporate assets may be impaired. If such indication
exists, corporate assets are also allocated to individual
CGUs, when a reasonable and consistent basis of
allocation can be identified, or otherwise they are allocated
to the smallest group of CGUs for which a reasonable and
consistent allocation basis can be identified.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

RE U BRRME

(Expressed in Hong Kong dollars unless otherwise indicated LABTTIIR @ Br S HFTIEIN)

SIGNIFICANT ACCOUNTING POLICIES

(continued)

Impairment on fixed assets, right-of-use
assets and intangible assets (other than
goodwill) (continued)

Recoverable amount is the higher of fair value less costs
of disposal and value in use. In assessing value in use,
the estimated future cash flows are discounted to their
present value using a pre-tax discount rate that reflects
current market assessments of the time value of money
and the risks specific to the asset (or a CGU) for which the
estimates of future cash flows have not been adjusted.

If the recoverable amount of an asset (or a CGU) is
estimated to be less than its carrying amount, the
carrying amount of the asset (or a CGU) is reduced to
its recoverable amount. For corporate assets or portion
of corporate assets which cannot be allocated on a
reasonable and consistent basis to a cash-generating unit,
the Group compares the carrying amount of a group of
CGUs, including the carrying amounts of the corporate
assets or portion of corporate assets allocated to that
group of CGUs, with the recoverable amount of the group
of CGUs. In allocating the impairment loss, the impairment
loss is allocated first to reduce the carrying amount of any
goodwill (if applicable) and then to the other assets on a
pro-rata basis based on the carrying amount of each asset
in the unit. The carrying amount of an asset is not reduced
below the highest of its fair value less costs of disposal (if
measurable), its value in use (if determinable) and zero.
The amount of the impairment loss that would otherwise
have been allocated to the asset is allocated pro rata to
the other assets of the unit or the group of CGUs. An
impairment loss is recognised immediately in profit or loss.

Where an impairment loss subsequently reverses, the
carrying amount of the asset (or the CGU or a group
of CGUs) 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 (or a CGU or a group of CGUs) in
prior years. A reversal of an impairment loss is recognised
immediately in profit or loss.
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SIGNIFICANT ACCOUNTING POLICIES

(continued)
Financial instruments

Financial assets and financial liabilities are recognised
when a group entity becomes a party to the contractual
provisions of the instrument. All reqular way purchases or
sales of financial assets are recognised and derecognised
on a trade date basis. Regular way purchases or sales are
purchases or sales of financial assets that require delivery
of assets within the time frame established by regulation
or convention in the market place.

Financial assets and financial liabilities are initially
measured at fair value except for trade receivables arising
from contracts with customers which are initially measured
in accordance with HKFRS 15. Transaction costs that are
directly attributable to the acquisition or issue of financial
assets and financial liabilities (other than financial assets
or financial liabilities at fair value through profit or loss
("FVTPL")) 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 FVTPL are recognised immediately in profit or loss.

The effective interest method is a method of calculating
the amortised cost of a financial asset or financial liability
and of allocating interest income and interest expense
over the relevant period. The effective interest rate is the
rate that exactly discounts estimated future cash receipts
and payments (including all fees and points paid or
received that form an integral part of the effective interest
rate, transaction costs and other premiums or discounts)
through the expected life of the financial asset or financial
liability, or, where appropriate, a shorter period, to the net
carrying amount on initial recognition.

Interest/dividend income which are derived from the
Group'’s ordinary course of business are presented as other
income.
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(Expressed in Hong Kong dollars unless otherwise indicated A TTSIR + B 5B FTHEIN)

SIGNIFICANT ACCOUNTING POLICIES

(continued)
Financial assets

Classification and subsequent measurement of financial
assets

Financial assets that meet the following conditions are
subsequently measured at amortised cost:

. the financial asset is held within a business model
whose objective is to collect contractual cash flows;
and

o the contractual terms give rise on specified dates to
cash flows that are solely payments of principal and
interest on the principal amount outstanding.

Financial assets that meet the following conditions are
subsequently measured at fair value through other
comprehensive income (“FVTOCI"):

. the financial asset is held within a business model
whose objective is achieved by both selling and
collecting contractual cash flows; and

o the contractual terms give rise on specified dates to
cash flows that are solely payments of principal and
interest on the principal amount outstanding.

All other financial assets are subsequently measured at
FVTPL, except that at the date of initial application of
HKFRS 9/initial recognition of a financial asset, the Group
may irrevocably elect to present subsequent changes in
fair value of an equity investment in other comprehensive
income if that equity investment is neither held for trading
nor contingent consideration recognised by an acquirer
in a business combination to which HKFRS 3 “Business
Combinations” applies.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e MR RRME

(Expressed in Hong Kong dollars unless otherwise indicated LA THIR * B BB FTHEIN)

4. SIGNIFICANT ACCOUNTING POLICIES

(continued)
Financial assets (continued)

Classification and subsequent measurement of financial
assets (continued)
A financial asset is held for trading if:

J it has been acquired principally for the purpose of
selling in the near term; or

o on initial recognition it is a part of a portfolio of
identified financial instruments that the Group
manages together and has a recent actual pattern of
short-term profit-taking; or

o it is a derivative that is not designated and effective
as a hedging instrument.

In addition, the Group may irrevocably designate a
financial asset that are required to be measured at the
amortised cost or FVTOCI as measured at FVTPL if doing
so eliminates or significantly reduces an accounting
mismatch.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

RE U BRRME

(Expressed in Hong Kong dollars unless otherwise indicated LABTTIIR @ Br S HFTIEIN)

SIGNIFICANT ACCOUNTING POLICIES

(continued)
Financial assets (continued)

Amortised cost and interest income

Interest income is recognised using the effective interest
method for financial assets measured subsequently
at amortised cost and debt instruments/receivables
subsequently measured at FVTOCI. For financial
instruments other than purchased or originated
credit-impaired financial assets, interest income is
calculated by applying the effective interest rate to
the gross carrying amount of a financial asset, except
for financial assets that have subsequently become
credit-impaired (see below). For financial assets that have
subsequently become credit-impaired, interest income
is recognised by applying the effective interest rate to
the amortised cost of the financial asset from the next
reporting period. If the credit risk on the credit-impaired
financial instrument improves so that the financial asset is
no longer credit-impaired, interest income is recognised
by applying the effective interest rate to the gross carrying
amount of the financial asset from the beginning of the
reporting period following the determination that the
asset is no longer credit impaired.

Equity instruments designated as at FVTOC/

Investments in equity instruments at FVTOCI are
subsequently measured at fair value with gains and losses
arising from changes in fair value recognised in other
comprehensive income and accumulated in the investment
revaluation reserve; and are not subject to impairment
assessment. The cumulative gain or loss will not be
reclassified to profit or loss on disposal of the equity
investments, and will be transferred to accumulated losses.

Dividends from these investments in equity instruments
are recognised in profit or loss when the Group's right to
receive the dividends is established, unless the dividends
clearly represent a recovery of part of the cost of the
investment. Dividends are included in the other income
line item in profit or loss.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

(Expressed in Hong Kong dollars unless otherwise indicated SA/& T3]
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SIGNIFICANT ACCOUNTING POLICIES

(continued)
Financial assets (continued)

Impairment of financial assets

The Group performs impairment assessment under
expected credit loss (“ECL") model on financial assets
(including trade, loans and other receivables, deposits,
pledged deposits, client trust bank balances and cash
and bank balances) which are subject to impairment
under HKFRS 9. The amount of ECL is updated at each
reporting date to reflect changes in credit risk since initial
recognition.

Lifetime ECL represents the ECL that will result from
all possible default events over the expected life of the
relevant instrument. In contrast, 12-month ECL (“12m
ECL") represents the portion of lifetime ECL that is
expected to result from default events that are possible
within 12 months after the reporting date. Assessment
are done based on the Group's historical credit loss
experience, adjusted for factors that are specific to the
debtors, general economic conditions and an assessment
of both the current conditions at the reporting date as
well as the forecast of future conditions.

The Group always recognises lifetime ECL for trade
receivables. The ECL on these assets are assessed
collectively using a provision matrix with appropriate
groupings.

For all other instruments, the Group measures the loss
allowance equal to 12m ECL, unless when there has been
a significant increase in credit risk since initial recognition,
the Group recognises lifetime ECL. The assessment of
whether lifetime ECL should be recognised is based on
significant increases in the likelihood or risk of a default
occurring since initial recognition.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
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(Expressed in Hong Kong dollars unless otherwise indicated A TTSIR + B 5B FTHEIN)
SIGNIFICANT ACCOUNTING POLICIES FESFHBER ()

(continued)
Financial assets (continued)

Significant increase in credit risk

In assessing whether the credit risk has increased
significantly since initial recognition, the Group compares
the risk of a default occurring on the financial instrument
as at the reporting date with the risk of a default
occurring on the financial instrument as at the date of
initial recognition. In making this assessment, the Group
considers both quantitative and qualitative information
that is reasonable and supportable, including historical
experience and forward-looking information that is
available without undue cost or effort.

In particular, the following information is taken into
account when assessing whether credit risk has increased
significantly:

J an actual or expected significant deterioration in the
financial instrument’s external (if available) or internal
credit rating;

o significant deterioration in external market indicators
of credit risk, e.g. a significant increase in the credit
spread, the credit default swap prices for the debtor;

o existing or forecast adverse changes in business,
financial or economic conditions that are expected to
cause a significant decrease in the debtor’s ability to
meet its debt obligations;

o an actual or expected significant deterioration in the
operating results of the debtor;

o an actual or expected significant adverse change
in the regulatory or economic environment of the
debtor that results in a significant decrease in the
debtor’s ability to meet its debt obligations.

TREE (8)

1= B A IEE 0
REHEEERR B 1118 TR AR Z
BAIRIE NG - REBLLBNRE
AHemMTAEEEN 2 REMRE
KRR AN EM T ARLE
R - RIELLFHER - A%
BEZEBAREA R TEREMER
B BRATERIETEESK
AT ARG 2 BIEIEER -

LER  RAEEERRESTEXR
TR IR 2 ET AT IIER :

e SRMITAZHINE (IE)HA
HEEIR s ER K IEEE
Bz

e FERBRZINBTHHERE
BEEE (MEBAZEREEE
REEZEQORPERAER
)

s TEHIBHEKAMRHERR
EZRENARIE TR %% - 8
R AN 2 IR A TR
Mg

s BEBAZERERGEERATEY
BREEE

o EMAPTEMEE - LFENH
RIRBZERIFEHEATH
2F)  BREBAmEEER
BEZREN KR T -

ZEEESKEEARAF
—E-THFEER

125



126

SIGNIFICANT ACCOUNTING POLICIES

(continued)
Financial assets (continued)

Significant increase in credit risk (continued)

Irrespective of the outcome of the above assessment,
the Group presumes that the credit risk has increased
significantly since initial recognition when contractual
payments are more than 30 days past due, unless the
Group has reasonable and supportable information that
demonstrates otherwise.

The Group regularly monitors the effectiveness of
the criteria used to identify whether there has been a
significant increase in credit risk and revises them as
appropriate to ensure that the criteria are capable of
identifying significant increase in credit risk before the
amount becomes past due.

Detfinition of default

For internal credit risk management, the Group considers
an event of default occurs when information developed
internally or obtained from external sources indicates that
the debtor is unlikely to pay its creditors, including the
Group, in full (without taking into account any collaterals
held by the Group).

Irrespective of the above, the Group considers that default
has occurred when a financial asset is more than 90 days
past due unless the Group has reasonable and supportable
information to demonstrate that a more lagging default
criterion is more appropriate.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

RE U BRRME

(Expressed in Hong Kong dollars unless otherwise indicated LABTTIIR @ Br S HFTIEIN)

SIGNIFICANT ACCOUNTING POLICIES

(continued)
Financial assets (continued)

Credlt-impaired financial assets

A financial asset is credit-impaired when one or more
events that have a detrimental impact on the estimated
future cash flows of that financial asset have occurred.
Evidence that a financial asset is credit-impaired includes
observable data about the following events:

(@ significant financial difficulty of the issuer or the
borrower;

(b) a breach of contract, such as a default event;

(¢ the lender(s) of the borrower, for economic or
contractual reasons relating to the borrower’s
financial difficulty, having granted to the borrower a
concession(s) that the lender(s) would not otherwise
consider;

(d) it is becoming probable that the borrower will enter
bankruptcy or other financial reorganisation; or

(e) the disappearance of an active market for that
financial asset because of financial difficulties.

Write-off policy

The Group writes off a financial asset when there is
information indicating that the counterparty is in severe
financial difficulty and there is no realistic prospect of
recovery, for example, when the counterparty has been
placed under liquidation or has entered into bankruptcy
proceedings, or in the case of trade receivables, when the
amounts are over three years past due, whichever occurs
sooner. Financial assets written off may still be subject
to enforcement activities under the Group's recovery
procedures, taking into account legal advice where
appropriate. A write-off constitutes a derecognition event.
Any subsequent recoveries are recognised in profit or loss.
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SIGNIFICANT ACCOUNTING POLICIES

(continued)
Financial assets (continued)

Measurement and recognition of ECL

The measurement of ECL is a function of the probability
of default, loss given default (i.e. the magnitude of the
loss if there is a default) and the exposure at default.
The assessment of the probability of default and loss
given default is based on historical data adjusted by
forward-looking information. Estimation of ECL reflects
an unbiased and probability-weighted amount that is
determined with the respective risks of default occurring
as the weights.

Generally, the ECL is the difference between all contractual
cash flows that are due to the Group in accordance with
the contract and the cash flows that the Group expects
to receive, discounted at the effective interest rate
determined at initial recognition.

Lifetime ECL are considered on a collective basis taking
into consideration past due information and relevant credit
information such as forward looking macroeconomic
information.

For collective assessment, the Group takes into
consideration the following characteristics when
formulating the grouping:

. Past-due status;

o Nature, size and industry of debtors; and

J External credit ratings where available.

The grouping is regularly reviewed by management to
ensure the constituents of each group continue to share
similar credit risk characteristics.
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(Expressed in Hong Kong dollars unless otherwise indicated A TTSIR + B 5B FTHEIN)

SIGNIFICANT ACCOUNTING POLICIES

(continued)
Financial assets (continued)

Measurement and recognition of ECL (continued)

Interest income is calculated based on the gross carrying
amount of the financial asset unless the financial asset is
credit impaired, in which case interest income is calculated
based on amortised cost of the financial asset.

The Group recognises an impairment gain or loss in
profit or loss for all financial instruments by adjusting
their carrying amount, with the exception where the
corresponding adjustment is recognised through a loss
allowance account. For investments in debt instruments
that are measured at FVTOCI, the loss allowance
is recognised in other comprehensive income and
accumulated in the FVTOCI reserve without reducing the
carrying amount of these debt instruments/receivables.
Such amount represents the changes in the FVTOCI
reserve in relation to accumulated loss allowance.

Derecognition of financial assets

The Group derecognises a financial asset only when the
contractual rights to the cash flows from the asset expire,
or when it transfers the financial asset and substantially all
the risks and rewards of ownership of the asset to another
entity.

On derecognition of a financial asset measured at
amortised cost, the difference between the asset'’s carrying
amount and the sum of the consideration received and
receivable is recognised in profit and loss.

On derecognition of an investment in equity instrument
which the Group has elected on initial recognition to
measure at FVTOCI, the cumulative gain or loss previously
accumulated in the investment revaluation reserve is
not reclassified to profit or loss, but is transferred to
accumulated losses.
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SIGNIFICANT ACCOUNTING POLICIES

(continued)
Financial liabilities and equity

Classification as debt or equity

Debt and equity instruments are classified as either
financial liabilities or as equity in accordance with the
substance of the contractual arrangements and the
definitions of a financial liability and an equity instrument.

Equity instruments

An equity instrument is any contract that evidences a
residual interest in the assets of an entity after deducting
all of its liabilities. Equity instruments issued by the
Company are recognised at the proceeds received, net of
direct issue costs.

Perpetual instruments, which include no contractual
obligation for the Group to deliver cash or other financial
assets or the Group has the sole discretion to defer
payment of distribution and redemption of principal
amount indefinitely are classified as equity instruments.

Repurchase of the Company’s own equity instruments is
recognised and deducted directly in equity. No gain or loss
is recognised in profit or loss on the purchase, sale, issue
or cancellation of the Company’s own equity instruments.

Financial liabilities

All financial liabilities are subsequently measured at
amortised cost using the effective interest method or at
FVTPL.

Financial liabilities including trade and other payables, lease
liabilities and bank and other borrowings are subsequently
measured at amortised cost, using the effective interest
method.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

RE U BRRME

(Expressed in Hong Kong dollars unless otherwise indicated LABTTIIR @ Br S HFTIEIN)

SIGNIFICANT ACCOUNTING POLICIES

(continued)

Financial liabilities and equity (continued)

Derecognition of financial liabilities

The Group derecognises financial liabilities when, and only

when, the Group's obligations are discharged, cancelled or

have expired. The difference between the carrying amount

of the financial liability derecognised and the consideration

paid and payable is recognised in profit or loss.

Convertible bonds

()

Convertible bonds that contain an equity component
Convertible bonds 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 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 bonds is measured as 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. Any excess
of proceeds over the amount initially recognised as
the liabilities component is recognised as the equity
component. Transaction costs that relate to the issue
of a convertible 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

e MR RRME

(Expressed in Hong Kong dollars unless otherwise indicated LABTTIIR @ Br S HFTIEIN)

4,

SIGNIFICANT ACCOUNTING POLICIES

(continued)

Convertible bonds (continued)

()

(i)

Convertible bonds 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 convertible bond
equity reserve until either the convertible bond is
converted or redeemed.

If the bond is converted, the convertible bond equity
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 share issued. If the bond is
redeemed, the relevant convertible bond equity
reserve is released directly to accumulated losses.

Other convertible bonds
Convertible bonds which do not contain an equity
component are accounted for as follows:

At initial recognition, the derivative component of
the convertible bonds is measured at fair value and
presented as part of derivative financial instruments.
Any excess of proceeds over the amount initially
recognised as the derivative component is recognised
as the liability component. Transaction costs that
relate to the issue of the convertible bonds are
allocated to the liability and derivative components
in proportion to the allocation of proceeds. The
portion of the transaction costs relating to the
liability component is recognised initially as part of
the liability. The portion relating to the derivative
component is recognised immediately in profit or
loss.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

RE U BRRME

(Expressed in Hong Kong dollars unless otherwise indicated LABTTIIR @ Br S HFTIEIN)

SIGNIFICANT ACCOUNTING POLICIES

(continued)

Convertible bonds (continued)

(ii)

Other convertible bonds (continued)

The derivative component is subsequently
remeasured. 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.

If the bond is converted, the carrying amounts of the
derivative and liability components are transferred
to share capital and share premium as consideration
for the shares issued. If the bond is redeemed,
any difference between the amount paid and the
carrying amounts of both components is recognised
in profit or loss.

Derivative financial instruments

Derivative financial instruments are initially recognised

at fair value on the date of grant and are subsequently

remeasured at fair value at the end of each reporting

period. The gain or loss on remeasurement to the fair

value of derivative financial instruments is recognised

immediately in profit or loss.
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SIGNIFICANT ACCOUNTING POLICIES

(continued)
Investment in associate

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

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

?v-'?/—\,\ﬁﬁﬁi'%llﬁ‘ﬁ

(Expressed in Hong Kong dollars unless otherwise indicated A TTSIR + B 5B FTHEIN)

SIGNIFICANT ACCOUNTING POLICIES

(continued)
Investment in associate (continued)

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

The Group assesses whether there is an objective evidence
that the interest in an associate may be impaired. When
any objective evidence exists, the entire carrying amount
of the investment (including goodwill) is tested for
impairment in accordance with HKAS 36 as a single asset
by comparing its recoverable amount (higher of value in
use and fair value less costs of disposal) with its carrying
amount. Any impairment loss recognised is not allocated
to any asset, including goodwill, that forms part of the
carrying amount of the investment. Any reversal of that
impairment loss is recognised in accordance with HKAS
36 to the extent that the recoverable amount of the
investment subsequently increases.

When a group entity transacts with an associate of the
Group, profits and losses resulting from the transactions
with the associate are recognised in the Group's
consolidated financial statements only to the extent of
interests in the associate that are not related to the Group.
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SIGNIFICANT ACCOUNTING POLICIES

(continued)
Inventories

Inventories are carried at the lower of cost and net
realisable value.

Cost is calculated using the weighted average cost formula
and, in the case of work in progress and finished goods,
comprises all costs of purchase, costs of conversion and
other costs incurred in bringing 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 the
sale.

When inventories are sold, the carrying amount of those
inventories is recognised as an expense in the period in
which the related revenue is recognised. The amount of
any writedown of inventories to net realisable value and all
losses of inventories are recognised as an expense in the
period the writedown or loss occurs. The amount of any
reversal of any writedown of inventories is recognised as
a reduction in the amount of inventories recognised as an
expense in the period in which the reversal occurs.

Cash and cash equivalents

Cash and cash equivalents comprise cash at bank and
on hand, demand deposits with banks, and short-term,
highly liquid investments that are readily convertible into
known amounts of cash and which are subject to an
insignificant risk of changes in value, having been within
three months of maturity at acquisition. Bank overdrafts
that are repayable on demand and form an integral part
of the Group's cash management are also included as a
component of cash and cash equivalents for the purpose
of the consolidated statement of cash flows.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

RE U BRRME

(Expressed in Hong Kong dollars unless otherwise indicated LABTTIIR @ Br S HFTIEIN)

SIGNIFICANT ACCOUNTING POLICIES

(continued)

Employee benefits

()

(ii)

Short-term employee benefits and contributions to
defined contribution retirement plans

Salaries, annual bonuses, paid annual leave,
contributions to defined contribution retirement
plans and the cost of non-monetary benefits are
accrued in the year in which the associated services
are rendered by employees. Where payment or
settlement is deferred and the effect would be
material, these amounts are stated at their present
values.

Share-based payments

The fair value of share options granted to
employees is recognised as an employee cost with a
corresponding increase in share option reserve within
equity. The fair value is measured at grant date
using the Black-Scholes Option Pricing 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
profit or loss for the year under review, unless the
original employee expenses qualify for recognition
as an asset, with a corresponding adjustment to the
share option reserve. On vesting date, the amount
recognised as an expense is adjusted to reflect the
actual number of share options that vest (with
a corresponding adjustment to the share option
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 share option reserve until either
the option is exercised (when it is transferred to the
share premium account) or the option expires (when
it is released directly to accumulated losses).
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SIGNIFICANT ACCOUNTING POLICIES

(continued)
Employee benefits (continued)

(i) Termination benefits
Termination benefits are recognised at the earlier of
when the Group can no longer withdraw the offer of
those benefits and when it recognises restructuring
costs involving the payment of termination benefits.

Income tax

Income tax expense represents the sum of the tax currently
payable and deferred tax.

The tax currently payable is based on taxable profit for
the year. Taxable profit differs from profit/loss before
taxation because of income or expense that are taxable
or deductible in other years and items that are never
taxable or deductible. The Group’s liability for current tax
is calculated using tax rates that have been enacted or
substantively enacted by the end of the reporting period.

Deferred tax is recognised on temporary differences
between the carrying amounts of assets and liabilities
in the consolidated financial statements and the
corresponding tax bases used in the computation of
taxable profit. Deferred tax liabilities are generally
recognised for all taxable temporary differences. Deferred
tax assets are generally recognised for all deductible
temporary differences to the extent that it is probable
that taxable profits will be available against which those
deductible temporary differences can be utilised. Such
deferred tax assets and liabilities are not recognised if the
temporary difference arises from the initial recognition
(other than in a business combination) of assets and
liabilities in a transaction that affects neither the taxable
profit nor the accounting profit. In addition, deferred tax
liabilities are not recognised if the temporary difference
arises from the initial recognition of goodwill.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

RE U BRRME

(Expressed in Hong Kong dollars unless otherwise indicated LABTTIIR @ Br S HFTIEIN)

SIGNIFICANT ACCOUNTING POLICIES

(continued)
Income tax (continued)

Deferred tax liabilities are recognised for taxable temporary
differences associated with investments in a subsidiary and
associates, except where the Group is able to control the
reversal of the temporary difference and it is probable that
the temporary difference will not reverse in the foreseeable
future. Deferred tax assets arising from deductible
temporary differences associated with such investments
and interests are only recognised to the extent that it is
probable that there will be sufficient taxable profits against
which to utilise the benefits of the temporary differences
and they are expected to reverse in the foreseeable future.

The carrying amount of deferred tax assets is reviewed
at the end of each reporting period and reduced to the
extent that it is no longer probable that sufficient taxable
profits will be available to allow all or part of the asset to
be recovered.

Deferred tax assets and liabilities are measured at the tax
rates that are expected to apply in the period in which the
liability is settled or the asset is realised, based on tax rate
(and tax laws) that have been enacted or substantively
enacted by the end of the reporting period.

The measurement of deferred tax liabilities and assets
reflects the tax consequences that would follow from the
manner in which the Group expects, at the end of the
reporting period, to recover or settle the carrying amount
of its assets and liabilities.
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SIGNIFICANT ACCOUNTING POLICIES

(continued)
Income tax (continued)

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

Deferred tax assets and liabilities are offset when there
is a legally enforceable right to set off current tax assets
against current tax liabilities and when they relate to
income taxes levied to the same taxable entity by the same
taxation authority.

Current and deferred tax are recognised in profit or loss,
except when they relate to items that are recognised in
other comprehensive income or directly in equity, in which
case, the current and deferred tax are also recognised
in other comprehensive income or directly in equity
respectively. Where current tax or deferred tax arises from
the initial accounting for a business combination, the
tax effect is included in the accounting for the business
combination.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

(Expressed in Hong Kong dollars unless otherwise indicated S/ 7T~

SIGNIFICANT ACCOUNTING POLICIES

(continued)
Provisions

Provisions are recognised for liabilities of uncertain timing
or amount when the Group or the Company has a 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 of
economic benefits 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 of
economic benefits is remote.

Provisions for the Group’s obligations for land
rehabilitation are based on estimates of required
expenditure at the mines in accordance with the PRC
rules and regulations. The Group estimates its liabilities for
final rehabilitation and mine closure based upon detailed
calculations of the amount and timing of the future cash
expenditure to perform the required work. Spending
estimates are escalated for inflation, then discounted at
a discount rate that reflects current market assessments
of the time value of money and the risks specific to the
liability such that the amount of provision reflects the
present value of the expenditures expected to be required
to settle the obligation.
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SIGNIFICANT ACCOUNTING POLICIES

(continued)
Revenue recognition

Revenue from contracts with customers

The Group recognises revenue when (or as) a performance
obligation is satisfied, i.e. when “control” of the goods or
services underlying the particular performance obligation
is transferred to the customer.

A performance obligation represents a good or service (or
a bundle of goods or services) that is distinct or a series of
distinct goods or services that are substantially the same.

Control is transferred over time and revenue is recognised
over time by reference to the progress towards complete
satisfaction of the relevant performance obligation if one
of the following criteria is met:

o the customer simultaneously receives and consumes
the benefits provided by the Group’s performance as
the Group performs;

o the Group's performance creates or enhances an
asset that the customer controls as the Group
performs; or

o the Group's performance does not create an asset
with an alternative use to the Group and the Group
has an enforceable right to payment for performance
completed to date.

Otherwise, revenue is recognised at a point in time when
the customer obtains control of the distinct good or
service.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

RE U BRRME

(Expressed in Hong Kong dollars unless otherwise indicated LABTTIIR @ Br S HFTIEIN)

SIGNIFICANT ACCOUNTING POLICIES

(continued)
Revenue recognition (continued)

Revenue from contracts with customers (continued)

Sale of gold products and other by-products, trading of
metals and minerals

Revenue from the sale of gold products and other
by-products, and trading of metals and minerals is
recognised at the point in time when control of the asset
is transferred to the customer, generally on delivery of the
gold products, metals and minerals.

Services rendered

Revenue for services rendered mainly includes the
revenue arising from the provision of management and
performance services, securities brokerage and commission
and financing and advisory services, which are recognised
over time when services are rendered.

Other income

Interest income is recognised on an accrual basis using
the effective interest method by applying the rate that
exactly discounts the estimated future cash receipts over
the expected life of the financial instrument or a shorter
period, when appropriate, to the net carrying amount of
the financial asset.

Dividend income is recognised when the shareholders’
right to receive payment has been established, it is
probable that the economic benefits associated with the
dividend will flow to the Group and the amount of the
dividend can be measured reliably.
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SIGNIFICANT ACCOUNTING POLICIES

(continued)
Contract assets and liabilities

A contract asset represents the Group's right to
consideration in exchange for goods or services that
the Group has transferred to a customer that is not yet
unconditional. It is assessed for impairment in accordance
with HKFRS 9. In contrast, a receivable represents the
Group’s unconditional right to consideration, i.e. only
the passage of time is required before payment of that
consideration is due.

A contract liability represents the Group’s obligation to
transfer goods or services to a customer for which the
Group has received a consideration (or an amount of
consideration that is due) from the customer.

A contract asset and a contract liability relating to the
same contract are accounted for and presented on a net
basis.

Translation of foreign currencies

In preparing the financial statements of each individual
group entity, transactions in currencies other than the
functional currency of that entity (foreign currencies)
are recognised at the rates of exchanges prevailing
on the dates of the transactions. At the end of each
reporting period, monetary items denominated in foreign
currencies are retranslated at the rates prevailing at that
date. Non-monetary items carried at fair value that are
denominated in foreign currencies are retranslated at
the rates prevailing at 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 retranslation of monetary
items, are recognised in profit or loss in the period in
which they arise.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

RE U BRRME

(Expressed in Hong Kong dollars unless otherwise indicated LABTTIIR @ Br S HFTIEIN)

SIGNIFICANT ACCOUNTING POLICIES

(continued)
Translation of foreign currencies (continued)

For the purposes of presenting the consolidated financial
statements, the assets and liabilities of the Group's
operations are translated into the presentation currency
of the Group (i.e. HK$) using exchange rate prevailing at
the end of each reporting period. Income and expenses
items are translated at the average exchange rates for the
period, unless exchange rates fluctuate significantly during
the period, in which case, the exchange rates prevailing at
the dates of transactions are used. Exchange differences
arising, if any, are recognised in other comprehensive
income and accumulated in equity under the heading of
translation reserve.

On the disposal of a foreign operation (that is, a disposal
of the Group's entire interest in a foreign operation, or
a disposal involving loss of control over a subsidiary that
includes a foreign operation, or a partial disposal of an
interest in or an associate that includes a foreign operation
of which the retained interest becomes a financial asset),
all of the exchange differences accumulated in equity in
respect of that operation attributable to the owners of the
Company are reclassified to profit or loss.

In addition, in relation to a partial disposal of a subsidiary
that does not result in the Group losing control over
the subsidiary, the proportionate share of accumulated
exchange differences are re-attributed to non-controlling
interests and are not recognised in profit or loss. For all
other partial disposals (i.e. partial disposals of associates
that do not result in the Group losing significant
influence), the proportionate share of the accumulated
exchange differences is reclassified to profit or loss.
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SIGNIFICANT ACCOUNTING POLICIES

(continued)
Borrowing costs

Borrowing costs are expensed in profit or loss in the period
in which they are incurred, except to the extent that
they are capitalised as being directly attributable to the
acquisition, construction or production of an asset which
necessarily takes a substantial period of time to get ready
for its intended use or sale.

The capitalisation of borrowing costs as part of the cost of
a qualifying asset commences 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 in progress. Capitalisation of
borrowing costs is suspended or ceases when substantially
all the activities necessary to prepare the qualifying asset
for its intended use or sale are interrupted or complete.

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

(iii) 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

(Expressed in Hong Kong dollars unless otherwise indicated S/ 7T1|7R -

SIGNIFICANT ACCOUNTING POLICIES

(continued)

Related parties (continued)

(b) An entity is related to the Group if any of the
following conditions applies:

(i

(iif)

(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

mEe

(Expressed in Hong Kong dollars unless otherwise indicated SA/& T3]
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SIGNIFICANT ACCOUNTING POLICIES

(continued)
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 @ 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 parent of the
Group.

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.

Segment reporting

Operating segments, and the amounts of each segment
item reported in the consolidated financial statements, are
identified from the financial information and are reported
to the Company’s directors, i.e., the chief operating
decision-maker, 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.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

RE U BRRME

(Expressed in Hong Kong dollars unless otherwise indicated LABTTIIR @ Br S HFTIEIN)

SIGNIFICANT ACCOUNTING POLICIES

(continued)
Government grants

Government grants are recognised at their fair value
where there is reasonable assurance that the grant will be
received and all attaching conditions will be complied with.
When the grant relates to an expense item, it is recognised
as income on a systematic basis over the periods that the
costs, which it is intended to compensate, are expensed.

Where the grant relates to an asset, the fair value is
credited to a deferred income account and is released
to the consolidated statement of profit or loss over the
expected useful life of the relevant asset by equal annual
instalments or deducted from the carrying amount of the
asset and released to the consolidated statement of profit
or loss by way of a reduced depreciation charge.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

(Expressed in Hong Kong dollars unless otherwise indicated LA

5.

CREE E kS

BILIIR

RSB PRSI

REVENUE AND SEGMENT INFORMATION

(a) Revenue

Revenue represents (i) sales value of gold products and
other by-products to customers (net of value added

tax, returns and discounts) under the Gold Mining
Operation (as defined below); (ii) sales value of metals
and minerals sold to customers (net of value added tax,
returns and discounts) under the Trading of Metals and
Minerals (as defined below); and (iii) management and
performance fees, securities commission and brokerage
fee and interest income recognised under the Financial
Services Operation (as defined below). The revenue for

the year is analysed as follows:

Revenue from contracts with
customers arising from
Gold Mining Operation

Sale of

— Gold products

— Other by-products

Revenue from contracts with

customers arising from Trading

of Metals and Minerals
—Sale of metals and minerals

Revenue from contracts with
customers arising from

Financial Services Operation

— Income from management
services and brokerage
services rendered

Total revenue from contracts
with customers

Timing of revenue recognition
At point in time
Over time
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
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(Expressed in Hong Kong dollars unless otherwise indicated LA L3R + B S A FTIEIN)

5. REVENUE AND SEGMENT INFORMATION 5. Wz@mKkoRER (#)
(continued)
(@) Revenue (continued) (a) W= (@)
Performance obligation JBRIZTE
Information about the Group's performance FAREBREAEBENERE
obligations is summarised below: Mgy

Sales of gold products and other by-products
The performance obligation is satisfied upon delivery
of goods.

Sales of metals and minerals
The performance obligation is satisfied upon delivery
of goods.

Management services
The performance obligation is satisfied upon services
are rendered.

Brokerage services
The performance obligation is satisfied upon services
are rendered.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
R IS AR MY RE

(Expressed in Hong Kong dollars unless otherwise indicated JA/&7T5!

5.

IR - B BEFHE)

REVENUE AND SEGMENT INFORMATION

(continued)

(b) Segment Information

For management purposes, the Group is organised
into business units based on their products and
services and has three reportable operating segments
as follows:

(i) mining and processing of gold ores and sales of
gold products and other by-products (the “Gold
Mining Operation”);

(i) purchase and sales of metals and minerals (the
“Trading of Metals and Minerals”); and

(i) provision of financial services including asset
management, securities brokerage, financing
and advisory services (the “Financial Services
Operation”).

Management monitors the results of the Group's
operating segments separately for the purpose of
making decisions about resources allocation and
performance assessment. Segment performance is
evaluated based on reportable segment profit or
loss, which is a measure of adjusted profit or loss
before tax. The adjusted profit or loss before tax is
measured consistently with the Group'’s profit or loss
before tax except that interest income and finance
costs are excluded from such measurement.

All assets are allocated to reporting operating
segments.

Segment liabilities exclude bank and other
borrowings, convertible bonds and their related
derivative financial instruments and other unallocated
corporate liabilities as these liabilities are managed
on a group basis.

More than 90% of the Group’s revenue was derived
from activities in the PRC and its principal assets
were located in the PRC during the reporting period.
Accordingly, no analysis by geographical information
is provided.
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5.

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

REVENUE AND SEGMENT INFORMATION

(continued)

(b) Segment Information (continued)

The following is an analysis of the Group's revenue
and results by reportable segments:

Segment revenue
- External saes
- Inter-segment sales

Segment (loss)/profit

Recondiliation:
Interest income
Finance costs

Loss before tax

Other segment information
Capital expenditure
Depreciation and amortisation
Impairment loss on goodwil
Impairment loss on mining rights
Impairment loss on fixed assets
Impairment loss on deposits

paid for gold mining rights
Impairment loss on trad,

Ioans and other receivables
Impairment oss on deposts paid
for acquiston of fited assets

White-off of fired assets

Share of profit of an associate
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(b) 2
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1033063 419309 1100 - 4B TS 8983 8,048 (3359 1,040,044
(2,403.497) 46 (163,26) (2,566,357) 5612 188 (29798 (290414)
1165 1383
(336,720) (366,355)
(2.901912) (655,426)
173,166 - - - 173166 185420 = = = 185,420
53575 - 8 - 13617 195454 - 39 - 195,853
= - 1205 - 1205 S - 1383 S 173893
133467 - - - 136N S S S S S
933,170 - - - B - - - - -
146,469 - - - 146469 - - - - -
26407 - 18280 = 169,227 S - - - -
62,948 - - - 62,948 - - - - -
078 - - - 0728 - - -
- - 201 - 201 = s 1,944 = 1,944

EEE25EB8EFRALA
=B

—EFFER
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
R IS AR MY RE

(Expressed in Hong Kong dollars unless otherwise indicated LA THIR * B BB FTHEIN)

5. REVENUE AND SEGMENT INFORMATION 5.

(continued)

(b) DEEE (B

(b) Segment Information (continued)

The following is an analysis of the Group's assets and AEERARED IS HHE
liabilities by reportable segments: ERBENSTIT
At 31 December 2020 31 December 2019
R-B-RFT-A=t-A R-F-NETA=t-A
Gold  Tradingof  Financial Gold  Trading of Financial
Mining ~ Metals and Services Mining ~ Metals and Services
Operation Minerals  Operation Total  Operation Minerals ~ Operation Total
LIRS EBR &R SRR £BR Ead
X% BEER  BEER Eh % BEER  BBER a5t
HKS'000  HKS'000  HKS'000  HKS'000 HKS 000 HKS 000 HKS 000 HKS 000

FEL FEL Fiér 7T T TET TET TAT

Segmentassetsand ~ HHEEREEAH

total assets 9,722,562 - 364,763 10,087,325 11,672,411 - 483605 12,156,016
Segment liabilities PHEE 2,102,060 - 42962 2,145,022 1,460,001 - 95,249 1,555,250
Reconciiation: AR
Coporateandother ~ AAREMANEESRE

unallocated liabilities 3,540,888 3,569,482
Total liabilities EEh 5,685,910 5,124,732
Revenues from customers contributing 10% or more REERMAEEHEWZR10%

SN 2R ZIEIT

of the total revenue of the Group are as follows:

154

2020 2019
—ECEF —NF

HK$’000 HK$'000

FET FHET

Customer A - Note (i) EPH — M) 254,713 109,798
Customer B - Note (ii) BFEZ — MiaEi) 223,804 161,780
Customer C — Note (ii) EPA — K 206,921 106,359
Customer D — Note (iii) BET — Kk N/A (NER ) * 217,798
Customer E — Note (iv) BEI — aEv) N/A (B ) * 129,115

BAY AREA GOLD GROUP LIMITED
Annual Report 2020




NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
wrE B IS AR MY aE

(Expressed in Hong Kong dollars unless otherwise indicated S TTHI7R + Br BB FTHEIN)

5. REVENUE AND SEGMENT INFORMATION

(continued)

(b) Segment Information (continued)

* The transactions with these respective customers did
not contribute 10% or more of total revenue of the
Group for the year ended 31 December 2020.

Notes:
(i) Revenue from Trading of Metals and Minerals for the

years ended 31 December 2020 and 2019.

(i) Revenue from Gold Mining Operation for the years
ended 31 December 2020 and 2019.

(i) Revenue from Gold Mining Operation and Trading of
Metals and Minerals for the year ended 31 December
2019.

(iv)  Revenue from Gold Mining Operation for the year
ended 31 December 2019.

5. WEkDIB

(b) 7B

GEX

(ii)

(iii)

(iv)

=g A€
B8 E)

BE_Z-ZF+_A=1
—HLLEFE  BREEFE
PETZ R B U EIEAKHE
HUES 2 10% KA F o

BE_T_ZEFR-_TAN
F+-A=1T—RILFER
BEBRBEEER S W -

BE_Z_ZFR-_FTAN
$+_H_+ HIEFER
B &\RARER 2 e -

BE_ZT-NF+-A=T1
—BLFERAEERRE
BRhEBRBEES 2K

3z
Z5 o
o

BE_T-NAF+-A=T1
—BIEFERESRARE
2 ek

EE%EIH R 2 &
= ZFE
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
R IS AR MY RE

(Expressed in Hong Kong dollars unless otherwise indicated LA THIR * B BB FTHEIN)

6.

OTHER INCOME AND GAINS

Other income

Bank interest income
Government subsidies
Recovery of bad debts
Waiver of other payables
Sundry income

Other gains
Exchange gain, net

Gain on termination of lease
Loss on disposal of fixed assets

Other income and gains

BAY AREA GOLD GROUP LIMITED
Annual Report 2020

HABA

RITHEHA
B BN

U Bl R

Fh e B AL R
FEEMA

Hito iz
BEE 58 o s % ER

RIEE AR
HEREEEERIR

HoAth W A B Wz

6.

H A R H U 58

2020 2019
g5 —T-nF
HK$°000 HK$'000
FET FETT
1,165 1,343

909 S

229 S

1,890 =
2,162 1,948
6,355 3,291
1,081 1,560

5 509
(429) (126)

707 1,943

7,062 5,234




NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

LOSS BEFORE TAX

Loss before tax is arrived at after charging/(crediting) the

following items:

(a)

(b)

Finance costs:

Interest on bank and
other borrowings

Interest on convertible
bonds (note 25)

Total interest expenses on financial
liabilities
Less: Interest capitalised into
construction in progress
(note 14(a)(iii))

Interest on lease liabilities
Fair value gain on derivative
financial instruments (note 25)

Loss on the 2021 Convertible Bonds

Restructure (note 25(i))

Staff costs (including directors’
remuneration)
Salaries, wages and other benefits

Contributions to retirement
benefit schemes

(a)

(b)

B RN
RITK
HERZF 8
EE e
(MI7E25)

TRBEZNE
GEEGE
B RERTIEA

BRNEZFE
(B EE14(a)Gii))

HEBERNE

RE U BRRME

(Expressed in Hong Kong dollars unless otherwise indicated LABTTIIR @ Br S HFTIEIN)

BREL AR 18
BEABEENR GtA) TH%
I8 :

ITEERITAERFE

Weas (f1FE25)
- —Fa
EHEAEE
(PftEE25())

EERA
(BREEEMS)

e I8K
HEH

RIRRERFTEIfER

2020 2019
—EB-EF —ZE-hEF
HKS$’000 HK$’000
FET FET
321,673 323,408
46,127 32,468
367,800 355,876
(2,210) (2,193)
365,590 353,683
220 1,502
(29,090) (67,478)
- 78,648
336,720 366,355
63,957 70,280
2,909 8,840
66,866 79,120
BEE2EEERLAA
—_E_ZEFEFR
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(Expressed in Hong Kong dollars unless otherwise indicated JA/&7T5!

LOSS BEFORE TAX (continued)

Loss before tax is arrived at after charging/(crediting) the

following items: (continued)

() Otheritems
Cost of inventories sold under the

Gold Mining Operation (note below)

Cost of inventories sold under the
Trading of Metals and Minerals

Total cost of sales
Amortisation of intangible
assets (note 13)
Depreciation and amortisation
of fixed assets (note 14(a))
Depreciation of right-of-use assets
(note 14(b))
Auditor’s remuneration
— audit service
— non-audit service

Lease payments for short term leases

Note:

Cost of inventories sold under the Gold Mining Operation
includes HK$276,350,000 (2019: HK$212,919,000) relating
to staff costs, depreciation and amortisation expenses, which
amounts are also included in the respective total amounts
disclosed separately above for each of these types of expenses.

BAY AREA GOLD GROUP LIMITED
Annual Report 2020

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
R IS AR MY RE

IR - B BEFHE)

(c)

7. BRFBIEE (&)

BRBAIBEEMGR,(GTA) T3%

15 (&)
2020 2019
—BCEF —E-NEF
HK$’000 HK$'000
FAET FET
HiER
PEFEREB2E
(R FCHEE) 783,609 584,220
CEBRBEEESZ
BEHEFEKRA 418,883 284,481
HEK AR 1,202,492 868,701
EmREEEH
(F5E13) 120,357 96,843
ElE & EE R
(Ff5E14(a)) 129,188 89,967
FRELENE
(BfEE14(b)) 4,072 9,043
ZEE B S
— B TR 2,900 2,780
— IEERTRH 590 560
MEHE 2 HERK 9,680 5,790
BiFE -

PrENEHEMY - 3

A o

25T

CERAREBZEHETERAR
$£276,350,0008 C (=& — hLF :
212,919,000%7t) * JhEBEREMA -

stAL

X B ERAXMBYRE SBREESER



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
wrE B IS AR MY aE

(Expressed in Hong Kong dollars unless otherwise indicated LABTTIIR @ Br S HFTIEIN)

8. INCOME TAX (EXPENSE)/CREDIT 8. FifEHi (k) #E&
(@) Tax in the consolidated statement of profit or loss (a) MEBTZRAIRAZHEL:
represents:
2020 2019
T_TF —E-NF
HK$’000 HK$'000
FET FET
Current tax ANEATRIE
— PRC Enterprise Income Tax — B ERRER (8,462) —
(Under)/over-provision in prior years {EF#E (12 ), FR%EE
— PRC Enterprise Income Tax — R ERRER (613) 12,656
(9,075) 12,656
Deferred tax credit (note 27(a)) EEFIEE R (F3E27()) 3,512 11,438
Total income tax (expense)/credit  FriSHi (Fs), KR 2% (5,563) 24,094
(b)  The income tax expense/(credit) can be reconciled (b) BREY (ER) il 4R
to loss before tax per the consolidated statement of /\Té! S 25 N ERRR B A S 1B Y BR
profit or loss as follows: LU
2020 2019
=_2F —ET-NF
HKS$’000 HK$’000
FET FET
Loss before tax BR7% A ES1E (2,901,912) (655,426)
Notional tax on loss before tax, IR PRERBERS R AR
calculated at the rates applicable ZERAREGNE
to the tax jurisdiction concerned BRAGAIE B 2 B&R A (712,005) (119,989)
Tax effect of non-deductible TRAHOB S B2 TRIBR 2
expenses 752,113 110,058
Tax effect of non-taxable income FEMERTBUMA 2 IR 2 (34,655) (1,021)
Profit attributable to an associate ~ —fEE§ & A B FE(H i 5 (503) (486)
Under/(over)-provision in prior years {EF#BETE /(HB%8) 613 (12,656)
5,563 (24,094)
The share of tax attributable to associate amounting DIEEE LR EBERIEBER
to HK$670,000 (2019: HK$648,000) is included in 670,000/ T (ZE—N5F :
share of profit of an associate in the consolidated 648 ,000%7T) Est ARG 18
statement of profit or loss. R DG —EEE R Ela A
W o
BEESEEARA D
TE_ZEHEER 153
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e MR RRME

(Expressed in Hong Kong dollars unless otherwise indicated LA THIR * B BB FTHEIN)

8.

INCOME TAX (EXPENSE)/CREDIT (continued)

()

(d)

(e)

The provision for PRC Enterprise Income Tax is
calculated on the assessable profit of the Group's
subsidiaries incorporated in the PRC at 25% (2019:
25%).

No provision for Hong Kong profits tax has been
made for the years ended 31 December 2020 and
2019 as the Group did not have any assessable profit
for both years subject to Hong Kong profits tax.

Pursuant to the rules and regulations of Bermuda,
the Cayman Islands and the British Virgin Islands (the
“BVI"), the Group is exempted from any income tax
in Bermuda, the Cayman Islands and the BVI.

BAY AREA GOLD GROUP LIMITED
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8. FiB#H (BAxX) & (@)

(0)

(d)

(e)

PR EMBREEREER
EEMAFREEMALZHBA
Bl RS FIIE25% 1 &
(ZE—NF : 25%) °

HARAEEREE T -F
RZT—-—NF+=ZHA=+—H
LIEFE R BRI BEBRNE S
FFI 2 FEERTE A - il o
HEBNEHELEE -

REERE HSHENEE
BREES ([RBRZES])
ZRRANE RG] - NEBEBEH
MEMBERE FREMRBRE
BB SIS -



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

RE U BRRME

(Expressed in Hong Kong dollars unless otherwise indicated LABTTIIR @ Br S HFTIEIN)

DIRECTORS’' AND CHIEF EXECUTIVE'S 9. EERTHRARME
EMOLUMENTS
Directors’ and chief executive’'s emoluments disclosed EERTHBEMESBE LTR
pursuant to the Listing Rules, Section 383(1) (a), (b), (c) B~ FERBEHIZE383(1)(a) »
and (f) of the Hong Kong Companies Ordinance and Part (b))~ (o RMOIERA R (FEESH
2 of the Companies (Disclosure of Information about HER) ROIFE2ZHELLNT ¢
Benefits of Directors) Regulation, is as follows:
For the year ended 31 December 2020 BHE-ZT-_FTHF+-_A=+—A8H1t
FE
Salaries,
allowances  Retirement
and benefits scheme
Directors’ in kind contributions
fees & 2H RINGHE Total
EEHe  RENAE it @t
Notes HKS$'000 HK$'000 HKS’ 000 HKS$'000
Mzt FEr FET FiEr FET
Executive directors HITES
Mr. Yi Shuhao HNERE (@ — 500 18 518
Mr. Chen Sheng BB E (b) = 500 18 518
Mr. Zhang Lirui RIS LA © — 500 18 518
Mr. Yu Yong RBEE (d) - 51 2 53
Mr. Wang Baozhi TRELE — 500 18 518
Mr. Huang Zhiwei BEEREE (h) - 474 17 491
Non-executive director FHTES
Mr. Hsu Jing-Sheng TEBEE ) 240 = = 240
Independent BUFHTES
non-executive directors
Professor Xiao Rong Ge EESEE 67 240 — — 240
Professor Zhang Tianyu RERAR 240 — = 240
Ms. Wong Chi Yan BEBL (9) 240 — — 240
Total b 960 2,525 91 3,576
SEELEBEAERA T
ZTE-ZEFER
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
R IS AR MY RE

(Expressed in Hong Kong dollars unless otherwise indicated LA THIR * B BB FTHEIN)

9. DIRECTORS’ AND CHIEF EXECUTIVE'S 9. EERTHARME &)
EMOLUMENTS (continued)
For the year ended 31 December 2019 HE_ZTZ-NF+A=+—8H1t
FE
Salaries,

allowances Retirement

and benefits scheme
Directors’ inkind  contributions
fees  F& B RIREHE Total
EZHE REDAR it @it
Notes HK$ 000 HK$000 HK$ 000 HK$'000
MisE FAET FET FAET FET
Executive directors HTES
Mr. Yi Shuhao HRELE (@ — 500 18 518
Mr. Chen Sheng BT (b) = 500 18 518
Mr. Zhang Lirui KA A& (@ — 500 18 518
Mr. Yu Yong RBRE (d) = 1,000 18 1,018
Mr. Wang Baozhi TRELE = 500 18 518
Non-executive director FHTES
Mr. Hsu Jing-Sheng FEBLE () 119 — — 119
Independent BUKHTES
non-executive directors
Mr. Wu Tai Cheung WARLE (f) 40 — — 40
Professor Xiao Rong Ge EESE 63 240 — — 240
Professor Zhang Tianyu RARYK 240 — — 240
Ms. Wong Chi Yan FEELL (9 200 — — 200
Total &t 839 3,000 90 3,929

BAY AREA GOLD GROUP LIMITED
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

ﬁ‘\JﬁP‘ﬁ%&BﬁH

(Expressed in Hong Kong dollars unless otherwise indicated A TTSIR + B 5B FTHEIN)

DIRECTORS’ AND CHIEF EXECUTIVE'S
EMOLUMENTS (continued)

Notes:

(a)

(b)

(0

(e)

)

(9)

(h)

Mr. Yi Shuhao was appointed as the executive director and
the chairman of the Company on 5 September 2018 and
the chief executive officer on 13 December 2018.

Mr. Chen Sheng was appointed as the executive director
and the chief executive officer of the Company on 6
September 2017 and 24 January 2018 respectively. He
resigned as the chief executive officer and redesigned as
vice-chairman of the Company on 13 December 2018.

Mr. Zhang Lirui re-designed as the vice-chairman of the
Company on 13 December 2018.

Mr. Yu Yong resigned as the executive director of the
Company on 20 January 2020.

Mr. Hsu Jing-Sheng was appointed as the non-executive
director of the Company on 2 July 2019.

Mr. Wu Tai Cheung resigned as the independent non-
executive director of the Company on 1 March 2019.

Ms. Wong Chi Yan was appointed as the independent

non-executive director of the Company on 1 March 2019.

Mr. Huang Zhiwei was appointed as the executive director
of the Company on 20 January 2020.

During the years ended 31 December 2020 and 2019,
no emoluments were paid or payable to the Company’s

directors or chief executive or any of the five highest paid

individuals set out in note 10 to the consolidated financial

statements as an inducement to join or upon joining the

Company or as compensation for loss of office. There
was no arrangement under which any directors or chief

executive waived or agreed to waive any emoluments

during both years.

EERITHRARME (7)

BEE

(@ BHEXER-_Z—NFHLAR
BEZEARATRTESERE
FBIR=—_ZE—N\F+=-A+=H
BRI ATTHEAE -

(b) BREEEADBIR —+tFhA
NER-ZT— A¢ B—+mA
EZITAERRRNITEERITR
B FER_E—N\F+=_A+
ZHBEEARRITHRABE R ER
FARENERF -

© FKMHPEER-_ZE-NF+_A
T=REREA/ERREERE -

d R-Z_FTF-—F_1+H KRB
REBRERNDBNTES °

() FEBEENR_T-—NFLtA-
HEZERRARFNITES -

fH WMREEERZZT—NEF=ZA—
HBHEARRBIBLIFNITES -

(9 BEBLXLIR-_ZBE-NF=A—
HEZERAR Tﬁi#%ﬂﬁ%
=o

(h BEBEBEER-_F_FTF—-—HF—
THEZERRARRITES -

BE_ZTZTFL-_T-NF+=
A=+—BI%E " $A B (7]
EERITRARTEE UM BHRRM
HI0FE 2 A REME AL
AR E A E R INAR L
Ak INA R Rl 2 B ek 1 S B
BwE RMEFEAYLERENE
FRITBBRBELR B RETM
ez 5k -

ZEEESKEEARAF
—E-THFEER
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e MR RRME

(Expressed in Hong Kong dollars unless otherwise indicated 2Aj

A

AR - RBBFTESN)

10. FIVE HIGHEST PAID EMPLOYEES

The five highest paid employees for the year included
none (2019: one) director, details of whose remuneration
are set out in note 9 above. Details of the remuneration
for the year of the remaining five (2019: four) highest paid
employees who are neither a director nor chief executive

of the Company are as follows:

Salaries, allowances and benefits
in kind

Retirement scheme contributions

Hd ORBER
B
RO B

The number of non-director and non-chief executive

highest paid employees whose remuneration fell within

the following band is as follows:

HK$0 to HK$1,000,000
HK$1,000,001 to HK$1,500,000

HK$1,500,001 to HK$2,000,000

11. DIVIDEND

T ILE 1,000,000 7T

1,000,001 BTTE
1,500,000/ 7T
1,500,001/ 8T E
2,000,000/ 7T

The directors of the Company do not recommend the

payment of any dividend for the years ended 31 December

2020 and 2019.

BAY AREA GOLD GROUP LIMITED
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10. AR SHMEES

11.

FRARANEEHERERETERIEE
E(ZE-NF: —REF) - HE
THBHN EXMFI - HTHSA
(ZZ—h&F : OR) WHFARARE
ERTHRBRENREMNEEE AT

EBS BT -
2020 2019

—g-%5 —TAF
HK$°000 HK$’000

FET FETT

3,080 2,573

84 71

3,164 2,644

e THBEAMTBES T
BITRAZNESHMEESHE N
T

Number of employees

BEAE

2020 2019
E—BF T NF

9=

RABEFIEZHNBE_T_F
FR-F-NF+_A=1T—HL
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

RE U BRRME

(Expressed in Hong Kong dollars unless otherwise indicated LABTTIIR @ Br S HFTIEIN)

12. LOSS PER SHARE

(a)

(b)

Basic loss per share

The calculation of basic loss per share is based on
the loss attributable to owners of the Company of
HK$2,907,475,000 (2019: HK$631,332,000) and on
the weighted average of approximately 297,083,000
(2019: 292,745,000) ordinary shares in issue during
the year.

The weighted average of approximately 292,745,000
ordinary shares used for the calculation of the basic
loss per share for the year ended 31 December 2019
has been adjusted to take into account the effect of
the share consolidation of twenty ordinary shares of
the Company into one new share implemented by
the Group with effect from 10 August 2020. The
comparative basic loss per share for the year ended
31 December 2019 has been restated accordingly.

Diluted loss per share

The calculation of diluted loss per share does not
assume the exercise of the Company’s outstanding
share options or conversion of outstanding
convertible bonds which had anti-dilutive effect and
would result in a reduction in loss per share for the
years ended 31 December 2020 and 2019.

No diluted loss per share is presented as there were
no potential ordinary shares in issue for 2020 and
2019 except for the share options granted.

12. SREE

(a)

(b)

BREXEE

BREABEBIDREAR
REABABRBMLEEBEEN A
2,907,475,0008 L (=ZF —
FLEE : 631,332,000 7T) A
RRFEREBITE @R 2 N
T8 #5297,083,0000% (=
T— N4 : 292,745,0000%) 5t

sy
= o
e

AREtEEE—_T—hF+=
A=+T—BHLFEERERE
EH#9292,745,000 0% & 3@ A%
B INFE BT TR - DA
—E-EFENATHRETT
NS TRARARIERBAE
B A — TR GO B D& BHEY
YE -BE-_ZT—hF+=A
=+ —RIEFEEREREIE
LEREB TR IR ES -

BREEEE

FrEEREEEER - WER
BARNREARITERNEIREE
FT{E BRI & R B R A AT 3R AR
EH (5 A REEREY &
BRHE—_Z_TFR-_F—
AWFET_A=+—RALFEZ
FREERD)

HRZE_TFR_T—NF
BrE R B AREIND BB T
BIELBEK B2 3K
BEEEE -

EEZLEBERAQA
—E_ZEER
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
R IS AR MY RE

(Expressed in Hong Kong dollars unless otherwise indicated LABTTIIR @ Br S HFTIEIN)

13. INTANGIBLE ASSETS 13. EVEE
Exploration
Mining rights and Trading
rights assets right Goodwill Total
RRE REEREE RG% [ ait

HK$'000 HKS'000 HKS 000 HKS 000 HKS 000
& AT AT AT AT
(note a) (note a) (note b) (note ¢)

(Wita) (Wita) (Witb) (Hitc)

Cost 7S
At 1 January 2019 RZF-nF-A-H 7127931 43,050 500 281,118 7,452,599
Exchange adjustments % (62,508) (767) - - (63,275)
At 31 December 2019 RZE-NFT-R=1-H
and 1 January 2020 k=%2-%4-H-H 7,065,423 42,283 500 281,118 7,389,324
Exchange adjustments ERBE 212,467 2,608 = = 215,075
At 31 December 2020 R-E-FE+-A=1-H 7,271,890 44,891 500 281,118 7,604,399
Accumulated amortisation  E3t## R H/E
and impairment
At1 January 2019 W-2-nE-A-H 1,172,995 — — — 117299
Amortisation charge EngistE (7))
for the year (note 7(c)) 96,843 = S = 96,843
Impairment loss recognised R EEE
for the year = = = 273,893 273,893
Exchange adjustments AR (15,123) = = — (15,123)
At 31 December 2019 RZE-NFT-R=1-H
and 1 January 2020 k=2-%4-HA-H 1,254,715 = = 273,893 1,528,608
Amortisation charge for FREEETR (H370)
the year (note 7(¢) 120,357 — — — 120,357
Impairment loss recognised AR HERE
for the year 1,291,086 43,585 — 7,225 1,341,896
Exchange adjustments B 61,200 1,306 = = 62,506
At 31 December 2020 RZZ-ZF+-A=1-H 2,727,358 44,891 — 281,118 3,053,367
Carrying amounts REE
At 31 December 2020 RZE-ZF+-A=1-AH 4,550,532 — 500 — 4,551,032
At 31 December 2019 RZE-NFTZR=1-H 5,810,708 42,283 500 7,25 5,860,716
186 BAY AREA GOLD GROUP LIMITED
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

(Expressed in Hong Kong dollars unless otherwise indicated S/ 7T~

13. INTANGIBLE ASSETS (continued)

(a)

(i)

(iii)

At 31 December 2020, the Group’s mining rights
with the carrying amount of HK$3,102,669,000
(2019: HK$5,592,814,000) were pledged as
security for bank and other borrowings facilities
granted to the Group (note 30).

The directors of the Company conducted
assessments of the recoverable amounts of the
mining rights and exploration rights and assets
with reference to the valuations conducted
by an independent firm of professional
valuers with recognised qualifications and
experiences, using the income-based approach
methodology. Based on the assessments, in
the opinion of the directors of the Company,
the estimated recoverable amounts of the
mining rights and exploration rights and
assets were approximate or lower than their
respective carrying amounts and therefore, an
impairment loss amounted to approximately
HK$1,334,671,000 was recognised for the
year ended 31 December 2020 (2019: nil). To
reduce the carrying amounts of certain mining
rights and exploration rights and assets to
their estimated recoverable amounts, which
are determined on discounted cash flow basis.
There were a number of assumptions and
estimates involved in the preparation of cash
flow projections for the period covered by
the valuations. Key assumptions include the
expected growth rate in revenues and timing
of future capital expenditures and selection
of discount rates. The growth rate is based
on management'’s plan on launch of products
and expected growth in the CGU of the Gold
Mining Operation. Growth rates of gold price
ranging from 3% to 10% (2019: 3% to
10%) and tax rate of 25% (2019: 25%) have
been applied to the cash flow projections.
The discount rate applied to the cash flow
projections is 10% (2019: 8%),).

The amortisation charges of mining rights are
included in cost of sales in the consolidated
statement of profit or loss.

(a)

(i)

(iii)

RE U BRRME

B SHHE)

- /\\\ﬁ/ﬁ?li&%\

%_2_2¢+ A=
+—H AEEHLE
Eﬁi%s 102,669,000
BT (ZE— N F
5,592,814,000/87T) 2
FEECRERERASE
l%ﬁZﬁﬁ&ﬁ@E
FIEE (FisE30) ©

AN ESRIEEAR
AEERKEHRNBELE
FHERBERAKRAR
MEBEZHESHE
BEGEEREEZT
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B AARESER
AREERERERE
EZMEraREEL
ZRHEREZTBEZER
HE At 8#Z2=F
—EF+=-A=+—8H
IEFEERREEEL
1,334,671,000 7T (=
T-NF:F) BAE
TREE R RBEL R
EEMNEEEREEM
Rl El & %E(ﬁzﬁﬁiﬁiﬁ
imui% ) EZJHEH
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mETEAESEKER
R AhE - BRERERE
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13. INTANGIBLE ASSETS (continued)

(b) It represents trading right on securities brokerage on

the Stock Exchange.

(©)  Impairment test for goodwill

Goodwill arose from the acquisition of the following

subsidiaries:

Subsidiaries

o) PN

Shenzhen Munsun Asset
Management Company Limited
(“Shenzhen Munsun”™)

(see note (i) below)
AR EEERARAT]
(DFINZERR D)

(R T3CHEEG))

Hongkong Bay Securities Limited
(formerly known as Munsun
Securities Limited) (“Munsun
Securities”) (see note (ii) below)
BEEFARAT
(AR BLHBRAR)
(E-3>%:-3))

(R CHEEG)

Hongkong Bay Asset Management
Limited (formerly known as
Munsun Asset Management (Asia)
Limited) (“Munsun Asset”)

(see note (ii) below)
BEEEETEEARAR
(AR EETTE (SEM)
BRAR)) (TEEREE])
(R 3eBEGi))
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
R IS AR MY RE

(Expressed in Hong Kong dollars unless otherwise indicated LABTTIIR @ Br S HFTIEIN)

13. BREEE (&)

It IRHRFE B 2 PR 78 A8 4T

(b)
RIS R HHE -
(0 mEERER

EWEE TP B A R E LR
£ .

=

Carrying amount of goodwill

Business operations

on acquisition

E 305 WEEENBEREE
2020 2019
—EB-EF —T-NF
HK$°000 HK$’000
FET TET
Asset management and — 7,225
advisory service
BEEIE NEARE
Securities and brokerage — —
services
B R4 IR
Asset management and — —
advisory service
BEEIE NEARE
— 7,225




NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

RE U BRRME

(Expressed in Hong Kong dollars unless otherwise indicated LABTTIIR @ Br S HFTIEIN)

13. INTANGIBLE ASSETS (continued)

(@

(continued)

Impairment loss recognized on goodwill attributable

to:

— Shenzhen Munsun (note i)
— Munsun Asset (note ii)
— Munsun Securities (note ii)

The recoverable amount of Shenzhen Munsun
has been determined based on value-in-use
calculation using cash flow projections based
on financial budgets approved by management
covering a period of five years. Based on
management’s recent financial forecast for
Shenzhen Munsun, Shenzhen Munsun will
not be profitable in the foreseeable future,
accordingly, impairment loss amounted to
HK$7,225,000 on the goodwill attributable to
Shenzhen Munsun was recognised for the year
ended 31 December 2020.

For the year ended 31 December 2019, there
were a number of assumptions and estimates
involved in the preparation of cash flow
projections for the period covered by the
approved budget. Key assumptions include
the expected growth rate in revenues and
timing of future capital expenditures and
selection of discount rates. The growth rate
is based on management’s plan on launch of
products and expected growth in the CGU of
the Financial Services Operation. Growth rates
ranging from 22% to 63% have been applied
to the cash flow projections. The discount rate
applied to the cash flow projections is 14%.
No impairment on the goodwill related to
Shenzhen Munsun was recognised in the year
ended 31 December 2019.

— RN (M EED)
— BB E (MI:Tii)
— BB (MTETii)

13. BREEE (&)

(o (&)
UTEFEGEEREERE
B8

2020 2019
—EIEF —EF-NF
HK$'000 HK$’ 000
FET FET
7,225 -

- 233,123

- 40,770

7,225 273,893

RN ZE B8 1) A] Uk [B] & 5B
KRB REEIRE
BB A FE Y
BREEZREREE
o REBEEEEHRY
BB YT BB RS TR
YN EE R A ] B A5 R
BEAA Bt BEC
E-TF+HA=4+—
BIFEREEERE
R (EE18 7,225,000
BT ©

BHE-ZT—NLF+=A
=+—HLEEFE  ERF
BEHETEE E AR
IR RETERE S K
AEBZIRGHE  FZ
REBIEEEBNTELS
BERRKEARFZH
B FE) M R BRIR R A
B oHMERENEEE
BHERMFTEUA RS
RIRTSEBRREESE
BAMNTEHER - Re
REEAIEEAE R X
H22%%E63% ° &R
ERAEANEEREA
14% - HE2 —ZT—hF
+—A=+—HIEE
I B R BRI R A

AR ERE -
EEZLEBERAQA
—E_ZEER
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e MR RRME

(Expressed in Hong Kong dollars unless otherwise indicated LA L3R + 5

13.

AFtE5M)

INTANGIBLE ASSETS (continued)

(@

(continued)

(ii)

On 6 June 2019, Munsun Securities and
Munsun Asset entered into subscription
agreements with an independent third party
(the "Subscriber”) in relation to the subscription
by the Subscriber and allotment and issue by
Munsun Securities and Munsun Asset of up
to 290,440,000 and 40,000,000 new shares,
respectively (representing up to 80% of total
number of issued shares as enlarged by the
subscription) at the total consideration of
HK$80 million in cash.

On 21 June 2019, Munsun Asset and Munsun
Securities allotted 1,111,111 and 8,067,777
ordinary shares respectively to the Subscriber at
a total consideration of HK$10 million.

Since the conditions precedent as stipulated
in the subscription agreements for the
subscription of the remaining new shares in
each of Munsun Asset and Munsun Securities
by the Subscriber have not been satisfied, the
subscription of these remaining new shares
was not completed. As at 31 December 2019,
9.99% of the issued shares in each of Munsun
Asset and Munsun Securities were held by the
Subscriber.

Details of the subscription are set out in the
Company’s announcements dated 6 June 2019,
17 July 2019, 21 August 2019, 5 September
2019 and 6 December 2019.

BAY AREA GOLD GROUP LIMITED
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

RE U BRRME

(Expressed in Hong Kong dollars unless otherwise indicated LABTTIIR @ Br S HFTIEIN)

13. INTANGIBLE ASSETS (continued)

() (continued)

(ii)

(continued)

For the purpose of preparation of the Group's
consolidated financial statements for the six
months ended 30 June 2019, management
carried out an impairment assessment of the
goodwill attributable to the acquisition of
Munsun Asset and Munsun Securities based on
the expected loss on the issue of new shares
(hence the deemed disposal of subsidiaries
by the Company) as if the share subscriptions
under the subscription agreements had been
completed on 30 June 2019, by reference
to the business valuations of Munsun Asset
and Munsun Securities carried out by an
independent firm of professional valuers.
Based on the goodwill assessment, impairment
loss amounted to HK$233,123,000 and
HK$40,770,000 was fully recognized on the
goodwill attributable to Munsun Asset and
Munsun Securities which was charged to the
profit or loss of the Group in respect of the
six months ended 30 June 2019. The business
valuations are prepared based on the cash flow
forecasts of the relevant entities for the first
five years with the following key assumptions
adopted:

Discount rate BhIE &

Tax rate R

Expected growth rate per ~ FEHRFULA
annum in revenue 185 R

13. BREEE (&)
(0 (&)

i

(ii)

RREAKRERE T
—NEXRA=ZFTRHIER
i A eiR e B |EK -
EIREENEITHAR (B
ARREFELERER
m) EANREIEE - 2
RBUBEXMGEMTE

EREENERIEFN
BEME RREER

BERERFBHFEMLD
BUEITRERE - B
REHRBZETHRMNRA
BER=-ZE—NF~A
=tTHEK EREE
FF{E - A%233,123,000
77T % 40,770,000 7T
RREEIE S BERE
BEREREERER
BENEE  REKE
HE2—_Z—-—NLF A=
T HIEAREAREZEN
b o BEMEBENIRES
HBERBEATHESRE
BARE  EREHEAMN
TEER/RK

Munsun Asset Munsun Securities

EREE BHEE S

13% 1%

16.5% 16.5%

2.34% for subsequent 2.34% for subsequent
periods periods

12 B /2.34% 1% BHAH /52.34%
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]
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
R IS AR MY RE

(Expressed in Hong Kong dollars unless otherwise indicated LA THIR * B BB FTHEIN)

14. FIXED ASSETS AND RIGHT-OF-USE ASSETS 14. BIEEERFEREEE

172

(@) Fixed assets (@ BExTEE
Office
equipment,
Buildings furiture
heldfor ~ Machinery and fixtures
own use and Motor HOE Mining  Construction
BEEER  equipment vehices  H&E-HE  stuctures  in progress Total
JEEY  BERRE FE  RERRE  FEEE kIR &5t
HS000 H$'000 HKS 000 H$'000 H$'000 HS'000 H$'000
7T 7EL 2 7T 7EL 7ET FAL
(hotes a}fj) &
(alii)
(Walink
(i)
Cost B
At 1 January 2019 R=E-NE-F-A 14,662 62,152 25,660 11,931 4,610,679 937,570 5,662,654
Exchange adjustmens EiAE (261) (1,108) () (190) (82,167) (16728) (100876)
Additions 22 - 5482 1523 384 3,35 174,676 185,420
Disposals iH& - - (579) (134 = = (1)
Interest capitalied EAERIE = = = = = 2193 2193
Transfer from construction BRorRIRE
In progress = = = = 160,471 (160.471) =
At 31 December 2019 and RIE-NE
1 January 2020 tZRA=+-8k
“5-%E-F-A 14,401 66,526 26,182 11,991 4,692,338 937,240 5,748,678
Bxchange adjustmens i 888 4047 1334 668 288277 57,869 353,083
Additions % 1,131 1,076 133 2,065 5,269 156,892 173,166
Disposzls it = (1853) (5,966) 1) = = (7.830)
Wiite-off s - - - - (37,264) = (37,264)
Interest capftalised ERLHE = = = = = 2210 20
Transfer from construction inprogress ~ EBEERTE = = = = 124,145 (124,145) -
At 31 December 2020 2 gl o 16,420 75,79 2,83 14713 5,072,765 1,030,066 6,232,043

BAY AREA GOLD GROUP LIMITED

Annual Report 2020



(continued)

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
wrE B IS AR MY aE

(Expressed in Hong Kong dollars unless otherwise indicated LABTTIIR @ Br S HFTIEIN)

(a)  Fixed assets (continued)

Accumulated depreciation and
impairment
At 1 January 2019
Exchange adjustments
Charge for the year (note 7c)

Eliminated on disposals

At 31 December 2019 and
1 January 2020

Exchange adjustments
Charge for the year (note 7c)
Eiiminated on disposals
Eliminated on write-off

Impairment
At 31 Decernber 2020

Carrying amounts
At 31 December 2020

At 31 December 2019

HEREE

= SES R
B
R0
e

R-E-NE
+ZA=+-RR
Z5IRF-R-A

R

iR (i)
HEHE

HE

R-Z-FF+-R=1-H

Rk
RZBZFE+ZR=1-B

RZB-NETZA=1-R

14. FIXED ASSETS AND RIGHT-OF-USE ASSETS

14. BIEEERERAEEE (&)
() EEE (&)
Office
equipment,
Buildings furiture
heldfor ~ Machinery and fixtures
0Wn use and Motor HAE Mining  Construction
KERER  equipment vehides  HfiHE  stuctwres inprogress Total
JREN BERRR fE  RERRE  KEEEM KRIE a3t
H$ 000 HS 000 HKS 000 H§ 000 HS 000 HKS 000 H§ 000
7T FEL 3 7ET TEL 3 FAr
(hotes (a/i) &
aliiy
(WahR
(i)
9,555 29,062 19,755 9,203 571,846 - 639,421
(184) (564) (319 (154) (10917) - (12,138
1,580 5,157 1,505 129 80,433 - 89,967
- - (478) (109) - - (587)
10,951 33,655 20,463 10232 641,362 - 716,663
m 2213 1,045 599 0,947 27,933 75,460
1,575 5984 34 1308 119,947 - 129,188
- (1,386) @m) (10) - - (4,169)
- - - - (6,536) - (6,536)
- - - - - 933,770 933,710
13,249 40,466 19,109 12129 197,720 91,703 1,844,376
3 35,330 31 2,58 4,275,045 68,363 4,387,667
3450 3871 519 1,759 4,050,976 937,40 5032015

BEECEEARL T
—E-FEEHR
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e MR RRME

(Expressed in Hong Kong dollars unless otherwise indicated SA/E TSR * Br 5 A

A

FTFESM)

14. FIXED ASSETS AND RIGHT-OF-USE ASSETS

(continued)

(a) Fixed assets (continued)

)

(ii)

(iii)

(iv)

As at 31 December 2020, the Group's fixed
assets with a total carrying amount of
HK$751,139,000 (2019: HK$721,534,000)
were pledged as security for bank and other
borrowings facilities granted to the Group (note
30).

The construction in progress at 31 December
2020 and 2019 primarily relates to the
additional production premises, mining
structures and facilities
subsidiaries in the PRC.

held by certain

During the year, interest on bank and other
borrowings capitalised in above construction
in progress was HK$2,210,000 (2019:
HK$2,193,000). The borrowing costs have
been capitalised at a rate of 9% (2019: 9%)
per annum on the specific borrowings used for
financing the construction in progress (note

7(a)).

During the year ended 31 December 2020,
impairment of construction-in-progress
of approximately HK$933,770,000 was
recognized as the directors of the group
considers the Group will not have sufficient
resource in future to put into these
construction-in-progress to make it become
fixed assets and so these construction-in-
progress are expected no value-in-use in the
foreseeable future.

BAY AREA GOLD GROUP LIMITED
Annual Report 2020

14. EIEEERGERAEEE ®)

(a)

BEEE (&)

(i)

(ii)

(iii)

(iv)

RZTEZTF+=—A=
+—B AEBEE®R
E#%5751,139,000
BT (ZZT—h&F
721,534,000 7T) 2 &
TEECRAREHEAE
EEERZETREME
FEE (H7E30) -

RZEZFEFRF—
hWE+=-_A=+—82
FERIRFZEFREE
THB AR ZFIGEE
MWE - REBEY RE
MEER o

FARA - RELEETR
NEAREHIRTT R EAM
ERFE 2,210,000
BLT(ZE—NF -

2,193,000/87T) - EX
BRATIS R R
TEMNEBREFIZFF
L% (ZT—hF
9%) BEAME (FFE7(@a)) ©

S —EE+_A
—+—E¢¢f*%ﬁ
EﬁEﬂL\ELI$EE/WTEZ,j

933,770,000/ 7T * J5HA
SEHEERAAEER
‘I ETEEERRAZ
REERIR  SHE
REIEEE Bt - 1
HZEEEIRNAR
7% SR A PR (EE ©



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

RE U BRRME

(Expressed in Hong Kong dollars unless otherwise indicated LABTTIIR @ Br S HFTIEIN)

(continued)

(b)  Right-of-use assets

As at 31 December 2020
Carrying amounts

REE

As at 31 December 2019

14. FIXED ASSETS AND RIGHT-OF-USE ASSETS

R-Z-BF+ZA=1-H

RZZ-NF+ZA=1-H

Carrying amounts REE

For the year ended BE-E-BF+-R
31 December 2020 =tT-HLEE

Depreciation charge SARE

For the year ended BE-Z-NF+=A
31 December 2019 =t—HLEE

Depreciation charge AARE

Expenses related to short-term leases and other
leases with lease terms end within 12 months
of the date of commencement of leases

Total cash outflow for leases
Additions to right-of-use assets
Termination of a lease agreement

14. BIEEERGERAEEE ®)

() (EREEE

RER B 1208A
HEHNEREHEER

Rl E X

BERSRHEE
REEREEE
HEHSEL

Leasehold Leased

land properties Total
HELTH HEME @t
HK$ 000 HK$000 HK$'000
FET FET FET
29,754 5,512 35,266
33,072 6,659 39,731
874 3,198 4,072
432 8,611 9,043
2020 2019
b S 22 “E-NEF
HK$’000 HK$’000
FET FEIT
9,680 5,790
2020 2019
“ECEF —T-NF
HK$’000 HK$’000
FET FET
3,390 (8,526)
2,051 9,780
4,194 (19,517)

EEESEEARAD T

—_E_ZEFEFR
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e MR RRME

(Expressed in Hong Kong dollars unless otherwise indicated LA THIR * B BB FTHEIN)

14. FIXED ASSETS AND RIGHT-OF-USE ASSETS

(continued)

(b)

Right-of-use assets (continued)

For both years, the Group leases various land and
properties for its operations. Lease contracts are
entered into for fixed term of 3 months to 16 years,
but may have extension and termination options.
Lease terms are negotiated on an individual basis
and contain a wide range of different terms and
conditions. In determining the lease term and
assessing the length of the non-cancellable period,
the Group applies the definition of a contract and
determines the period for which the contract is
enforceable.

In addition, the Group owns several industrial
buildings where its manufacturing facilities are
primarily located and office buildings. The Group
is the registered owner of these property interests,
including the underlying leasehold land. Lump sum
payments were made upfront to acquire these
property interests. The leasehold land components
of these owned properties are presented separately
only if the payments made can be allocated reliably.

BAY AREA GOLD GROUP LIMITED
Annual Report 2020
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(b)

EREEE (8)
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

RE U BRRME

(Expressed in Hong Kong dollars unless otherwise indicated LABTTIIR @ Br S HFTIEIN)

15. DEPOSITS PAID FOR GOLD MINING RIGHTS

AND EXPLORATION RIGHTS

At 1 January m—H—H
Exchange adjustments DEE 3, 5 B
Impairment loss recognized for the year ~ FRERREEE
At 31 December W+—HA=+—H

During the prior years, the Group entered into agreements
with certain third parties for the proposed acquisition of
mining and exploration rights for gold mine in Henan
and Yunnan, the PRC for the aggregate consideration as
at the year ended 31 December 2019 of approximately
HK$156,073,000 of which deposits for the acquisition
had been paid by the Group up to 31 December 2019.
The transactions have not been completed. The directors
of the Company are of the view that completion of the
acquisitions is highly uncertain and recoverability of the
deposits paid for the acquisitions cannot be assured with
reasonable certainty, accordingly, impairment loss was fully
recognized on the deposits paid totalled HK$146,469,000
(2019: Nil) for the current year under review.

15. i< R BRUERE B IR IERE A 4

7

2020 2019

—g-8f —T-nf
HK$’000 HK$'000

FETT FETT

142,088 144,666
4,381 (2,578)

(146,469) -

- 142,088

RBEFE  AEEEETE=H
BUREBE=_ZT-—NEF+=ZA=+
—HIEFEHEKEL156,073,000
BB WEAN BT ERER
ZEeBRBERRBEE Y HE B
E2E-NF+ZA=+—H ' H
WEEEMNZSEHAEBMEN -
REBIARTHIERZS - XRFIE
ERBWEET THEAREE
FEUCEE BT 1R © 8 & UK | O 4 0K
BBERE Bt - RABBEFER
e EERBAEEBEEAGH
146,469,000 T (ZE—NF :
) o

=<

EEZLEBERAQA
—E_ZEER
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
R IS AR MY RE

(Expressed in Hong Kong dollars unless otherwise indicated LA THIR * B BB FTHEIN)

16. INVESTMENT IN AN ASSOCIATE 16. REFE QAR ZRE
2020 2019
—BCFF —ZE-NF
HK$’000 HK$’000
FET FET

Cost of investment in an unlisted —fEFE L& QTR
associate B A 7,586 7,586

Share of post-acquisition profits and SMEEMBREBIRE 2
other comprehensive income, W EE B FI R A fb R a
net of dividend received 2HEKBA 7,481 4,655

15,067 12,241
At 31 December 2020 and 2019, particulars of the R_B_FFER_F-NF+_-A
associate are as follows: =t—H BERRZEREN
B
Proportion of ownership
interest
BEREDLA
Place of Group's
incorporation/ Fully paid-up effective Held by a
Name of associate operations registered capital interest  subsidiary  Principal activities
Ral Ay FEE  h-ENE
BENTEB ES- ks EHREMER BRER NABE TEEH
% %

Shenzhen Baotengsheng Fund The PRC RMB 10,000,000 245 245  Asset management
Management Company Limited & AE#10,000,0007T and advisory service
("Shenzhen Baotengsheng Fund")* BEEEREARS

ATREEEEERERAA]

(IRIImRERES])*
# The English name is for identification purpose only. E R ZBEMHER 2

BAY AREA GOLD GROUP LIMITED
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
wrE B IS AR MY aE

(Expressed in Hong Kong dollars unless otherwise indicated LABTTIIR @ Br S HFTIEIN)

16. INVESTMENT IN AN ASSOCIATE (continued) 16. REIE QR ZIRE (4)
The following table illustrates the summarised financial TRETHE QAN EER ]
information of the associate: B
2020 2019
—E-EF —E-NF
HK$’000 HK$’000
FET FET
Non-current assets FEMBEE 2,833 2,454
Current assets MBNEE 59,595 48,331
Current liabilities nEAE (931) (822)
Net assets BEFE 61,497 49,963
Revenue Weas 11,604 11,195
Profit for the year FEaH 8,208 7,935
Other comprehensive income Hib 2wl S S
Total comprehensive income 2 ERRERE 8,208 7,935
Dividend received from the associate [ /NI ¢ — —
Proportion of the Group'’s ownership NEEHEB LG 24.5% 24.5%
Group's share of net assets of the RNEE G E
associate and the carrying amount of NRIZEEFER
the investment KERBE 15,067 12,241

BEELEEERAD A
—E-TELH
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17. INVESTMENTS IN EQUITY INSTRUMENTS

AT FAIR VALUE THROUGH OTHER

COMPREHENSIVE INCOME

Investments in equity instruments
at FVTOCI

Fair Value
Investment in unlisted equity in the PRC
Investment in a private entity fund

Movements during the year are
as follows:

At 1 January

Gain on change in fair value
recognised in FVTOCI reserve

Exchange adjustments

ERHMEEWREE
DHEFIRZ BRA
IARE

DFE

KRB 3F EHBERE

RILAERES 2E

FRBBMT

#“—B—A

B2 A
AT AT
R AT E
BEUs

B 4 5%

At 31 December 2020, the Group's investments in equity
instruments at FVTOCI with the carrying amount of
approximately HK$329,183,000 (2019: HK$293,964,000)
was pledged as security for the Group's bank and other

borrowings (note 30).

BAY AREA GOLD GROUP LIMITED
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
R IS AR MY RE

(Expressed in Hong Kong dollars unless otherwise indicated LA THIR * B BB FTHEIN)

17. ERHMEEWSR D FE

SRz RATARE
2020 2019
—F-BF —TNF
HK$’000 HK$°000
TET T
317,142 282,623
12,041 11,341
329,183 293,964
293,964 280,616
18,370 18,267
16,849 (4,919)
329,183 293,964

W_ZE-ZTFE+-_F=+—H &
EEREEX 5329,183,000/8 7T
(ZZ— L% : 293,964,000/ L)
MEAEMEEmKEEAFENR
ZRATARECDERAAEER
TR EME AR (MHEE30) ©



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
wrE B IS AR MY aE

(Expressed in Hong Kong dollars unless otherwise indicated LABTTIIR @ Br S HFTIEIN)

18. 78
AR RERN T FERIE

18. INVENTORIES

Inventories in the consolidated statement of financial

position comprise:

2020 2019
—E-FF —E-NF
HK$’000 HK$’000
FET FET
Raw materials REM R 12,133 12,661
Work-in-progress & 195,173 113,514
Finished goods B 24,447 11,513
231,753 137,688
19. TRADE, LOANS AND OTHER RECEIVABLES,  19. FEWARR - ER R H AU
DEPOSITS AND PREPAYMENTS MIE - RERFANIE
2020 2019
—EB-EF —E-NEF
Notes HK$’000 HK$000
BiaE FET FET
Trade and loans receivables FEMBR TR R B 3K (@) to (¢) 163,095 155,835
@%()
Other receivables HAh e IR 169,708 119,598
Trade, loans and other JEWERRR « ER M EAM
receivables, gross amount FEN RIB A RE 332,803 275,433
Less: Impairment losses B BERZREEE
recognised (174,289) -
Trade, loans and other JEURERFR « B K H At
receivables, net B U FIE F R 158,514 275,433
Deposits and prepayments e RFERFIE 108,696 96,167
267,210 371,600
Analysed for reporting as: HImEDITA -
Non-current portion JEBNHEAER > = 111,880
Current portion ENERER 5> 267,210 259,720
267,210 371,600

BEECEEARL T
—E-FEEHR
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e MR RRME

(Expressed in Hong Kong dollars unless otherwise indicated LA THIR * B BB FTHEIN)

19. TRADE, LOANS AND OTHER RECEIVABLES,
DEPOSITS AND PREPAYMENTS (continued)

As at 31 December 2020 and 2019, all of the trade, loans
and other receivables, deposits and prepayments are
expected to be recovered or recognised as expenses within
one year, except for the non-current portion.

Movements on impairment losses recognised:

At 1 January m—H—H
Impairment losses recognised on AT B IBEER ZREEE
— Trade and loans receivables — YRR R E K
Gold Mining Operation SERARER
Financial Services Operation TR ARTEETS
— Other receivables — Hth U RIA
Gold Mining Operation BIEFRRER
Financial Services Operation T EARTS TS
At 31 December W+=—A=+—A~

The directors of the Company are of the view that the
recoverability of the other receivables cannot be assured
with reasonable certainty, accordingly, impairment loss of
totalled approximately HK$54,304,000 was recognized
(2019: Nil) for the current year under review.

BAY AREA GOLD GROUP LIMITED
Annual Report 2020

19.

FELI&EE* EXRREMEK
FIE - Bzﬁ&iéﬁ RIE (1)

R-B-_ZBFER-_F-NF+=-A
=t+—B  \AERKER  BERk
H i fEUGRIR ~ e MIAN FRIAY
BHIR — F AN T A URE s R AR
30 MEFEBNERER BRI ©

BHERREEE &)

2020 2019
—ECEF —E-NF
HK$’000 HK$'000
FET FET

1,205 =
118,780 S

25,992 S
28,312 =

174,289 S

174,289 S

ARRREZRSEMEUYFRIARE
BREEBEEERRE Bt - ©
ERDBEFERRBEESEREH

#]54,304,0008 0 (Z&— 1% :
z)e



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
wrE B IS AR MY aE

(Expressed in Hong Kong dollars unless otherwise indicated S TTHI7R + Br BB FTHEIN)

19. TRADE, LOANS AND OTHER RECEIVABLES, 19. EWRERFX - BRI R EHAEL

DEPOSITS AND PREPAYMENTS (continued) MIE - RERFEMNRIE @)
(@) Trade and loans receivables (a) EWERFIKRER
2020 2019
— —E-NF
Notes HK$’000 HK$000
it FETT FET
Trade receivables SBAREL T Z
under the Gold Mining FEW R SR 4R R
Operation, gross amount 43,864 35,754
Less: impairment losses B ERZBIEEBRE
recognised (1,205) -
(b) 42,659 35,754
Trade and loans receivables ©RIRFEES T2
under the Financial FEUBR R M B 3K
Services Operation 119,231 120,081
Less: impairment losses B EERBEERE
recognised (118,780) -
(© 451 120,081
Trade and loans KRR EFFEE
receivables, net 43,110 155,835
EEESEEAERLQA
—_E_ZEHFFR 183
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
R IS AR MY RE

(Expressed in Hong Kong dollars unless otherwise indicated LA THIR * B BB FTHEIN)

19. TRADE, LOANS AND OTHER RECEIVABLES,
DEPOSITS AND PREPAYMENTS (continued)

(b) Trade receivables under the Gold

Mining Operation

The aged analysis of the trade receivables under
the Gold Mining Operation (net of allowance for
doubtful debts) based on invoice date at end of the
reporting period is as follows:

Less than two months DR {E A
More than two months but A E A e
less than four months DR E A
More than four months but EBAAE A e
less than six months DRI EA
More than six months but BdNEAE
less than one year DR—F
More than one year iR —F

The Group generally requires the customers to make
payment on the date of delivery of products or
within 7 days after delivery of products. Credit term
within several months which is determined by per-
transaction basis with reference to the product is
granted to the customers with high credibility.

Impairment under HKFRS 9

An impairment analysis is performed at each
reporting date using a provision matrix to measure
expected credit losses ("ECL"). The provision rates
are based on days past due for groupings of various
customer segments with similar loss patterns (i.e.,
by geographical region, product type, customer type
and rating, and coverage by letters of credit or other
forms of credit insurance). The calculation reflects
the probability-weighted outcome, the time value of
money and reasonable and supportable information
that is available at the reporting date about past
events, current conditions and forecasts of future
economic conditions.

BAY AREA GOLD GROUP LIMITED
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w.@%ﬁﬁ~§ﬁ&§@@%
FE - BRERFENARE @)

(b) %ﬁ%%ﬁ?ﬁ%%?!ﬁﬂ&ﬂﬁ

3

RIWERR - SBFAREBT
FE YRR 5% (B2 fBR RER &)
BIBEHZERZERER SN
T

2020 2019
—g-8f -z hf
HK$°000 HK$'000
FET FiE7T
34,346 628

526 9,450

= 4,622

2,353 18,119
5,434 2,935
42,659 35,754

REBE—REKEPNEMR
MRIERIMNEREEAED
[k - BARRZEER - A
BREMRRZRER  BTH
BEREELERZER -

WRIEB B IR ERFE I
ZBiE

AEENSHE B HAEREE
FEREETTRE D T AT B TAH
EEER - BEEDENAS
BOEERRN (Al - &
miBA - BRERI MR - F
R EMEERRZ 2R
[RED) 2 ZE%E P 2 a4 5
BMRBET - AR ERKR
BEIERER - B 2B
BERRHE YRS 2 ERE
BEEM - BATORERREE
AR TRR 2 B R SEE Y -



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

RE U BRRME

(Expressed in Hong Kong dollars unless otherwise indicated LABTTIIR @ Br S HFTIEIN)

19. TRADE, LOANS AND OTHER RECEIVABLES,
DEPOSITS AND PREPAYMENTS (continued)

(b) Trade receivables under the Gold

(@)

Mining Operation (continued)

At the end of the reporting period, trade receivables
under the Gold Mining Operation that were neither
past due nor impaired relate to certain independent
customers for whom there was no recent history
of default. Receivables that were past due but not
impaired relate to certain independent customers
that have a good track record with the Group. Based
on past experience, management believed that no
impairment allowance was necessary in respect of
these balances as there had not been a significant
change in credit quality and the balances were still
considered fully recoverable. The Group did not hold
any collateral over these balances.

19. BWHERR - ER KR EMEW
M - RERFANAKIR @)

(b) EHREARZER T EUR

()

RIMEIR - BEARBHIRAR
B2 GRFAERER T RN
HEIDRARRCEZETE
VEFPER - BEMEY EIRE
Z RN FIREE TRALE B
FEBRIFZBIEFHRA -
RBBETER  BEEMRER
AR S AR ERYE
HREFEEERIEEANE
8 WRBLFEHA 2B
Bl o ANER B3 8 % T AR RS
BEMERR -

Trade and loans receivables under the () =RIRFEER T EUWER
Financial Services Operation MERER
2020 2019
—BCEF —T-NEF
HKS$’000 HK$'000
FET FET
Trade receivables from securities BHE EF MR
brokerage business:
— Cash clients (note (i) - &R (i) 44 =
- Hong Kong Securities Clearing — BBRREERRLA
Company Limited (“HKSCC"), net (TEB&ZE] (%F%)
(note (i) (Bi3EG)) 258 -
— Accounts receivable arising from — HitRGEEZ
other services (note (ii)) FEURER ZR (BRE (i) 149 S
451 -
Trade and loan receivables from other Hitb & mh RIS £ IR X
financial services business (note iii)) KB (BTaEGi) - 120,081
451 120,081
CEELEEAER A A
—_E_ZEFEFR
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
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(Expressed in Hong Kong dollars unless otherwise indicated LABTTIIR @ BR

19. TRADE,

SHAHESN)

LOANS AND OTHER RECEIVABLES,

DEPOSITS AND PREPAYMENTS (continued)

(c) Trade and loans receivables under the
Financial Services Operation (continued)

Notes:

(i

(i)

(iii)

The settlement terms of the receivables arising from
cash clients and HKSCC are one or two trade days
after the trade execution date. These receivables are
not past due at the end of the reporting period.

Accounts receivable arising from the other services
are receivable in accordance with the contract terms.

Aged analysis of receivables arising from securities
brokerage business is not presented as management
of the Company considered that the aged analysis
does not give additional value in view of the nature
of this business.

The aged analysis of these trade and loans
receivables (net of allowance for doubtful debts)
from other financial services business under the
Financial Services Operation based on the age of
these receivables since the effective dates of the
relevant contracts at end of the reporting period is as
follows:

=
7

W\

Less than one year

More than one year

BAY AREA GOLD GROUP LIMITED
Annual Report 2020

19. EWERR -
%E - BERANRK

ERKEAib R

NIE (48)

(0) %@%W%ﬁ?@%ﬁ
AREF (&)

e

@)

(ii)

(iii)

ReTFPRBEBGHEELZ
R FIR 2 BRI RR HH
TR —MEXZA -
% RYGIAN REH R

HA0 IR 2 RUAR K AT IR A
HIFRRULER

REFELEB 2 ME
HRAARERER AR
DT ERRHEIMEE -
I & 2 5B S AL EE
MR TR AR B D AT ©

RBERRBIBEEBEAGHD
A3 A R F IR A

FRECH SRURTSES T A M
CRRBER ZZERK
EREER (ENHREE
1) BRER DT AT -
2020 2019
== —hE
HK$’000 HKS$’000
FET TET
- 3,723
- 116,358
- 120,081




NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

(Expressed in Hong Kong dollars unless otherwise indicated S/ 7T1|7R -

19. TRADE, LOANS AND OTHER RECEIVABLES,
DEPOSITS AND PREPAYMENTS (continued)

(c) Trade and loans receivables under the
Financial Services Operation (continued)

(ii)

Impairment under HKFRS 9

The Group applies general approach to
measuring ECL for the trade and loan
receivables from other financial services
business as these business contained a
significant financing component. ECLs are
recognised in two stages. For credit exposures
which there has not been a significant increase
in credit risk since initial recognition, ECLs
are provided for credit losses that result from
default events that are possible within the
next 12-months (a 12-month ECL). For those
credit exposures which there has been a
significant increase in credit risk since initial
recognition, a loss allowance is required for
credit losses expected over the remaining life of
the exposure, irrespective of the timing of the
default (a lifetime ECL).

At each reporting date, the Group assesses
whether the credit risk on a financial instrument
has increased significantly since initial
recognition. When making the assessment, the
Group compares the risk of a default occurring
on the financial instrument as at the reporting
date with the risk of a default occurring on
the financial instrument as at the date of
initial recognition and considers reasonable
and supportable information that is available
without undue cost or effort, including
historical and forward-looking information.

19. EWERR -

RE U BRRME

bR AT
ER Rk AW
IR Hnﬁ&iﬁﬁ RIH (8)

(c) %ﬁﬁﬂﬁﬁ%%"?ﬁ?ﬂ&“

(ii)

KZEJI)\ (&)
BAMBIwELERFE IR
ZRE

AEEBRABT —RAE
RABEEBEBRSTEKX
FEMEMS RS E
BRWBEZRRER - 18
HEEEE S mERE
HEITHER - HRBEBE R
TR B I AR E L N
ZERR  BHEEE
BRI RER AR 1218 A
N(12@EAREHEERS
1B) BEMENSMHTIR
BiE - HRBERER
@ﬁﬁgﬁm%ﬁﬁﬂ
% BEEEEEBERR

TEERR ISR F HART IR
BEE TwEOSEH
PR A (2 HATEHA(E
EER) -

REREBH  AEH
RFHEEBEAERE S
BTEMEERRER
BELNE - KBRS
EIHJ?QEQIE?‘EEZ’J
Z}—LM/\%_/AﬁEu/u

ﬁrﬁﬂlﬂ%EZL%’]ﬂ
REITHER - WEE
EEBABBIFNE
B BEESAE Y
ZRRAHE HmA 5
2B RRTEMEER o

BEELEEERAD A
—E-TELH
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e MR RRME

(Expressed in Hong Kong dollars unless otherwise indicated LA THIR * B BB FTHEIN)

19. TRADE, LOANS AND OTHER RECEIVABLES,
DEPOSITS AND PREPAYMENTS (continued)

(c) Trade and loans receivables under the
Financial Services Operation (continued)

At the end of the reporting period, trade and loans
receivables of HK$118,780,000 under the Financial
Services Operation of the Group that were past
due more than one year. Having considered the
financial position of the borrowers, management
of the Group is of the view that the recoverability
of these loans receivable is remote, accordingly,
impairment loss on the loans receivable amounted to
HK$118,780,000 was recognized in profit or loss for
the year (2019: Nil). Receivables that were past due
but not impaired included cash clients from securities
brokerage business of HK$451,000 (2019: HK$nil)
and management fee receivables from the asset
management funds managed by the Group of HK$nil
(2019: HK$4,478,000). The Group held the securities
of these cash clients of securities brokerage business
as collateral over their individual balance. The
management believed that no impairment allowance
was necessary in respect of these receivables.

20. FINANCIAL ASSETS AT FAIR VALUE
THROUGH PROFIT OR LOSS

19. BWRRR - ER R EALE
MH - BRERFENRE @)

(o) ERMRIEER T RUER

=+, =+ =
FREF (&)

RMERR - AEEBEBA
—F2ormRBER T EK
RN ERA118,780,000/%
T o RE BB RANB BN
o AEEEEBRBZS
ERER TR gelkE - A
gt FAREBZEFERER
B3R EEE118,780,000/%5
T(ZE—NF:T)-B@
HBARRE Z ERRIBRIEE
HFICLEB RERFERA
451,000 T (ZF—I5F :
THEIL)  RREXKEER
THEEEERES ZRKE
BERSEL(ZZE—hF:
4,478,000%7T) - NEERA
REBFCREB T 2RER
FPHIBHERKSE 2 B
AR - BEREHEHER
ZE BRI ELRERE -

20. FEBABBAVEIIRZE
BMEE

Unlisted fund investment at fair value BRFEYERMAR LT

HEeRE

The financial assets at fair value through profit or loss
represents investment in a fund which is managed by
a bank in the PRC. This investment fund provides the
unguaranteed expected floating returns and may be
realised in cash one day after instruction is given to the
bank.

BAY AREA GOLD GROUP LIMITED
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2020 2019
—ECEH —E-NF
HK$’000 HK$’000
FET FET
43,949 -

BRBERRATEINRZEREE
ERERTPE-—RKBITHEER
T - RIREESRHIFRERT
Bol¥R - W RN ARTTH B ERR

BEER -



21.

22.

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

PLEDGED DEPOSITS

RE U BRRME

(Expressed in Hong Kong dollars unless otherwise indicated LA TSR + Br 5B FATHEIN)

As at 31 December 2020, the Group's total deposits
amounted to HK$77,207,000 (2019: HK$106,286,000),
including non-current portion and current portion of
HK$nil (2019: HK$44,752,000) and HK$77,207,000
(2019: HK$61,534,000), placed with bank and financial
institutions were pledged as security for bank and other
borrowings facilities granted to the Group (note 30). The
interest rate of the pledged deposits is 2.5% per annum
(2019: ranged from 0.1% to 3.8% per annum) during the

year.

CASH AND BANK BALANCES AND CLIENT

TRUST BANK BALANCES

Cash at banks
Cash in hand

Cash and bank balances
Less: Restricted deposits in
the bank balances

Cash and cash equivalents
Client trust bank balances

Restricted deposits are as follows:

Deposits applied for payment of
land reclamation

Deposits applied for payment of
environmental governance

21. BEHEER

RZE_FTF+-_A=+—H" ' &
EEFHR4E%T77,207,0008 7T (=
ZT— N4 :106,286,000/87T) °
BIRERDIBD KRB LTHET
(ZZ— N4 : 44,752,000 7T)
577,207,000 (ZE—NF :
61,534,000 7T) ' ZEFREFRK
RIBITR S REE B RARKR
AEEEFRZBITREMEREE

(K13E30) - FRE /I FRZEF
KE25%(ZF—NF : N FEF

0.1%%E3.8%) °

n.ﬁﬁ&ﬁﬁmﬁ&%ﬁﬁ
1-.|— Ini=| ﬁ#
2020 2019
—ECEF —T—hF
HK$’000 HK$’000
F#ET FET
RITIE 88,975 67,974
Be 73 499
e RIRITAE 89,048 68,473
B IEERITHE AP A
ZERHIE ® (34,513) (37,186)
BeReEEY 54,535 31,287
B {ERITR 2,916 2,355
57,451 33,642
XEREHESMAT

2020 2019
S_BHE —ZT—hF
HK$’000 HK$’000
FET FAEIT

S T ihiE 2R
REE® 30,742 28,042

RS NREARE
IREE® 3,771 9,144
34,513 37,186

BEEESKEEBARAA

=B

—EFFER
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22. CASH AND BANK BALANCES AND CLIENT

TRUST BANK BALANCES (continued)

The Group maintains trust and segregated accounts with
authorised financial institutions to hold clients’ deposits
arising from securities brokerage business transactions.
The Group has classified the clients’ deposits as client
trust bank balances in the current assets and recognised
the corresponding payables to the respective clients in the
current liabilities, on the grounds that the Group is liable
for any misappropriation of the respective clients’ deposits
as stipulated under the Hong Kong Securities and Futures
Ordinance (“SFO"). The Group is not allowed to use the
clients’ monies to settle its own obligations under the SFO.
As such, these monies are not included in cash and cash
equivalents in the consolidated statement of cash flows.

The interest rates on cash at banks ranged from 0.001%
t0 0.35% (2019: 0.1% to 0.4%) per annum during the
year.

At the end of the reporting period, the pledged bank
deposits, and cash and bank balances of the Group
denominated in RMB amounted to HK$76,873,000
(2019: HK$49,712,000). The RMB is not freely convertible
into other currencies, however, under Mainland China’s
Foreign Exchange Control Regulations and Administration
of Settlement, Sale and Payment of Foreign Exchange
Regulations, the Group is permitted to exchange RMB
for other currencies through banks authorised to conduct
foreign exchange business.

BAY AREA GOLD GROUP LIMITED
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
R IS AR MY RE

(Expressed in Hong Kong dollars unless otherwise indicated LABTTIIR @ Br S HFTIEIN)

22. BERBRITHEBREFFER

RITHEER (®)

AEEERAMEBREERR
ERIFRS - LFRREFELER
RGPELEZEPFER - XEEA
BEBEZLMEGRD (TE5 LB
B&0))RE - ABREREP
FRELEE RHERAEED
BEPEFRDEREPERITA
g7 INRBEERD YRS
BETHRIERMNBETS ZHERER
Ko REBEEZLRBEGRE - ARE
TANBEFESENASELR -
At - ZEFRBIRAEB ZE5E
RERERATEHIIRES MR
TEEY

FRBOFARZAERNTEE
0.001%%0.35% (=B — L :
0.1%%0.4%) °

RBEBAR AEEUARKE RS
B EFRITERARIR S KR
1T#58 576,873,000 T (- —
N+ 49,712,000/87) - ARYE
TRAIBEHARAHMEY - A -
R IE P B A b B SN B 32 16101 2 4
[E - EERNEZSEHRT  ~5E
A BB EEITINEXEBRRITI
ARE R AHME -



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
wrE B IS AR MY aE

(Expressed in Hong Kong dollars unless otherwise indicated LABTTIIR @ Br S HFTIEIN)

23. TRADE AND OTHER PAYABLES, AND 23. BRI REMESRE

CONTRACT LIABILITIES kRERARE
2020 2019
—ECEH —E-NF
Note HKS$’000 HK$'000
BfsE FET FET
Trade payables FERTBR SR () 193,694 129,566
Accrued charges and EREAK
other payables H b B 5RIR 1,123,109 779,604
Deposits received on disposal BT EKI B A RINIZEE
of subsidiaries (d) 17,633 =
Deposits received on capital B EMRBARNES
injection of a subsidiary (e) 118,780 -
Receipts in advance TEUER K ) 38,679 36,416
1,491,895 945,586
Contract liabilities - receipts ERAE - BPTEWERR
in advance from customers (9) 46,950 38,698
(a) Trade payables FEASTBRFX
2020 2019
—EB-EF —E-NF
Notes HK$'000 HK$'000
BsE FET FET
Trade payables under SEREEBT
the Gold Mining Z FERTBRTR
Operation (b) 190,495 127,214
Trade payables under TRIRBEBL T2
the Financial FETARR
Services Operation () 3,199 2,352
193,694 129,566
SEELEEARA T
—E_ZEER



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

B I AR M EE

(Expressed in Hong Kong dollars unless otherwise indicated LA TFI7R

B SAAHE)

23. TRADE AND OTHER PAYABLES, AND

CONTRACT LIABILITIES (continued)

(b) Trade payables under the Gold Mining

Operation

The aged analysis of trade payables under the Gold
Mining Operation based on invoice date at the end

of the reporting period is as follows:

Less than three months DR =EA

More than three months
but less than one year
More than one year

Haim=1E A

BLR—F

HBiE—F

(c) Trade payables under the Financial

Services Operation

Trade payables under BHISULETS
securities brokerage business: FERTBRTK :
— Cash dlients (note (i)) —HerP (M)

- Margin clients (note (ii))

BAY AREA GOLD GROUP LIMITED
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— REEEP (KI&ED)

23. ENRRAREMESRE
RERA&E @)

(b) EWREARZER T RIIR

ET
TA

FERTRRFUIR IR 35 3 B B 2 FR iR
ST -

2020 2019
—E-BF “E-AF
HK$°000 HK$'000
FET T&T
36,446 12,793
48,813 18,074
105,236 96,347
190,495 127,214

(0 SRRBERTEMER

A
2020 2019
—E-EF —E-NEF
HKS$’000 HK$000
FET FET
2,678 2,352
521 -
3,199 2,352




NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

RE U BRRME

(Expressed in Hong Kong dollars unless otherwise indicated LABTTIIR @ Br S HFTIEIN)

23. TRADE AND OTHER PAYABLES, AND
CONTRACT LIABILITIES (continued)

(©)

(d)

Trade payables under the Financial
Services Operation (continued)

Notes:

(i)  The settlement terms of trade payables under
securities brokerage business are two days after
the trade date. Trade payables to cash clients
also include those payables which arose from
clients' cash deposits (client trust bank balances)
for securities brokerage transactions.

(i)  Payables to margin clients are repayable on
demand.

(i)  No aged analysis of trade payables to cash
clients and margin clients is presented as
management of the Group considers that the
aged analysis does not give additional value in
view of the nature of these trade payables.

Deposits received on disposal of
subsidiaries

In January 2020, the Group and a third party
entered into an agreement, under which the Group
has agreed to dispose of and the third party has
agreed to acquire 100% equity interests in certain
subsidiaries for an aggregate consideration amounted
to a maximum of HK$23,100,000, of which deposits
of approximately HK$17,633,000 were received
by the Group during the year. Completion of the
disposal of these subsidiaries has not taken place up
to the end of the reporting period and the date of
approval of these consolidated financial statements.

23. EAERRREMENRKIE -

FERA&E ®)
() SRURIEETS T EER

(d)

=+, ==
(B

Wi

() EFRLCEHZEMNE
RZERP/RZ AR
ME - BNBREEEPK
RTBRERBEFEL
RHMEPRSTFR (T
FIERERITHAER) 2 B

(i) ENFREPFEAIR

e
ERIEER -

(iy ERENREER KT
BREFRZIZEE - A
RASEEREERAR
DT EREEIME
B AT EZYZE
FERTER TR 2 BRER AT ©

S W H S B D RIRYIE
&

RZEZTEF—H  ~5E
H—2E=Fil L& &
I AEEERELHEMSE
—HFEREWEETHEA
AI100% Ik #E - BHKERK
%23,100,000/87C © EfF 4
17,633,000 8 THIZEER
FRNHAEEYER - BHERS
AR R SR E S ImER A
HHRARTEX HEZSWHE R
ET °

BEECEEARL T
—E-FEEHR
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
R IS AR MY RE

(Expressed in Hong Kong dollars unless otherwise indicated LA THIR * B BB FTHEIN)

23. TRADE AND OTHER PAYABLES, AND
CONTRACT LIABILITIES (continued)

(e)

()

(9)

Deposits received on capital injection of
a subsidiary

In February 2021, the Group and a third party
entered into an agreement, under which the third
party has agreed to make a capital injection of
RMB240,000,000 to a subsidiary of the Company.
Up to the end of the reporting period, capital
injection totalled RMB100,000,000 (equivalent to
approximately HK$118,780,000) was received by
the Group from the third party. Completion of the
capital injection has not taken place up to the end
of the reporting period and the date of approval of
these consolidated financial statements.

Receipts in advance

As at 31 December 2020 and 2019, the receipts
in advance represents mainly government grants
received in advance.

Contract liabilities

The contract liabilities amounted to approximately
HK$46,950,000 (2019: HK$38,698,000) are
expected to be recognised as revenue within the
next financial year.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

BAMBRENE
(Expressed in Hong Kong dollars unless otherwise indicated A TTSIR + B 5B FTHEIN)
24. BANK AND OTHER BORROWINGS 24. SRITREMER
As at 31 December 2020, the Group had bank and other RZZEZEF+—_A=+—H 'K
borrowings as follows: SEBEEUTRITREMER
2020 2019
ZECEHE —T-NF
Notes HKS$’000 HK$’000
M35 FET FET
Secured bank and other EEPRITR
borrowings HAEm (a) 1,598,906 1,594,393
Unsecured bank and A IRIRIT
other borrowings HEMER (b) 1,313,557 1,360,029
Loans from related parties BEBEBALTER 36(a)(v) 311,832 286,867
Total ®Et 3,224,295 3,241,289
Carrying amounts repayable: AEEFIRREE :
Within 1 year or on demand —FRHEER 1,276,968 2,063,686
After 1 year but within 2 years —F LA L BERFAA 1,230,345 580,603
After 2 years but within 5 years MFEA EBRFUARN 716,982 597,000
3,224,295 3,241,289
Less: Portion included in A FIARHEERS
current liabilities (1,276,968) (2,063,686)
Portion included in FIAFEENHBES S
non-current liabilities 1,947,327 1,177,603
BEEESEEARAT
TE_ZEHEER 195
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e MR RRME

(Expressed in Hong Kong dollars unless otherwise indicated LA THIR * B BB FTHEIN)

24. BANK AND OTHER BORROWINGS (continued)

(a)

(b)

(@

As at 31 December 2020 and 2019, the Group's
secured bank and other borrowings were secured
by the pledge of the Group's assets and share
charge of certain subsidiaries of the Group (note 30)
and guarantees given by certain subsidiaries of the
Company, certain executive directors and one ex-
executive director of the Company, spouses of directors,
and/or senior management staff of subsidiaries (notes
36(a)ii) to (iii)).

As at 31 December 2020, the Group’s unsecured
bank and other borrowings of HK$12 million
(2019: HK$93 million) were guaranteed by certain
subsidiaries and the Company, certain executive
directors of the Company and a senior management
staff of a subsidiary (note 36(a)(ii) and (iii)).

The range of effective interest rates on the Group’s
fixed rate and variable rate of the bank and other
borrowings are 3% to 24% (2019: 4% to 24%) and
8% 10 9% (2019: 8% to 9%) respectively.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
wrE B IS AR MY aE

(Expressed in Hong Kong dollars unless otherwise indicated LABTTIIR @ Br S HFTIEIN)

25. CONVERTIBLE BONDS 25. AR ES
2020
—E-BfF
Liability ~ Derivative
component component Total
BEHS FETEHS st

HK$ 000 HK$°000 HK$'000
FET FET FET

2021 Convertible Bond included in “EC-FUBRRESEE
— Current liabilities —REaE 289,982 26,612 316,594
— Non-current liabilities - ERBEE - - -
289,982 26,612 316,594
2019
—E-NEF
Liability Derivative
component  component Total
BERY TEIASS st
HK$'000 HK$ 000 HK$ 000
FET FET FET
2021 Convertible Bond included in ~ —Z = —F AR (ESHBIE
— Current liabilities - nREasE - - =
— Non-current liabilities —¥RBERE 272,391 55,802 328,193
272,391 55,802 328,193
BEELEEARA 197
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e MR RRME

(Expressed in Hong Kong dollars unless otherwise indicated IABTTEIR » Br BEFTHESN)

25. CONVERTIBLE BONDS (continued)

2018 Convertible Bonds
—E-N\FURRESF

At 1 January 2019

Interest expense charged to
consolidated statement
of profit or loss (note 7(a))

Interest paid

Fair value gain (note 7(a))

Extinguishment upon
completion of the 2021
Convertible Bonds
Restructure (note (i)

At 31 December 2019 and
31 December 2020

2021 Convertible Bonds
—E--FUBRRES

At 4 August 2019 (note (iii))
Conversion into shares
Interest expense charged
to consolidated statement
of profit or loss (note 7(a))
Fair value gain (note 7(a))

At 31 December 2019

Conversion into shares

Interest paid

Interest expense charged to
consolidated statement of
profit or loss (note 7(a))

Fair value gain (note 7(a))

At 31 December 2020

198 BAY AREA GOLD GROUP LIMITED
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RZE—N&—A—H
SPAZABERRZAEHRY
(Bz¥7(a))

BERF8
ANFEWE (E7@))
KT —FrRES
BHTER A

(Bt 3EG))

R-Z—hEF/\AMA (M)
SBBED

B AGRBRRRZ

FMB R (FE7(a))
DFENE (KE7E)
R-E-AF+-A=1t—H
bRVl e

ERNHE

Bt AEAERRIMERX
(FfzE7(a))

NFEWRE (MEE7@))
RZE-ZF+-F=+—H

25. ITERES (&)

Liability
component Derivatives Total
BEND fTEIR st
HK$’000 HK$’000 HKS$'000
FET FET FET
329,946 216 330,162
14,331 — 14,331
(32,361) — (32,361)
— (138) (138)
(311,916) (78) (311,994)
Liability
component Derivatives Total
BERD fT£IR st
HK$’000 HK$’000 HKS$'000
FET FET FET
261,892 126,673 388,565
(7,638) (3,531) (11,169)
18,137 - 18,137
- (67,340) (67,340)
272,391 55,802 328,193
(488) (100) (588)
(28,048) - (28,048)
46,127 - 46,127
- (29,090) (29,090)
289,982 26,612 316,594




NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
wrE B IS AR MY aE

(Expressed in Hong Kong dollars unless otherwise indicated LABTTIIR @ Br S HFTIEIN)

25. CONVERTIBLE BONDS (continued) 25. AIARES (&)
Notes: BEE -
(i) Loss on the 2021 () =B--FENEREFEHACER
Convertible Bonds
Restructure
Cash paid
Carrying for the Loss on the
amount 2021 Fair value 2021
of the 2018 Convertible of the 2021 Convertible
Convertible Bonds Convertible Bonds
Bonds Restructure Bonds Restructure
(Note (ii))
—E--F
“E-N\E TWEREF ZEF--F CEI-F
MERES BEAZEN TEREF TERESR
ZIRASH Be ZAVE E4CEE
(FfFEE (i)
HKS’000 HKS’ 000 HK$’000 HK$’000
FET FET FET FET
Liability components and BESBI R
derivatives component TTET AR 311,994 2,077 388,565 (78,648)
The loss on the 2021 Convertible Bonds Restructure —E - FuBRkESEHEE
amounted to HK$78,648,000 was included in finance 78,648,000 LAt ABEZE=—F— N
costs for the year ended 31 December 2019 (note 7(a)). F+-_A=+—HILFE 2K
K (BF5E7@)) °
(i) Cash paid for the 2021 (i) —E--—-ETRREFSHEZEAESE:
Convertible Bonds HKS$’000
Restructure: FET
Transaction costs R HKA 2,077
Total cash outflow included in FAGEBRERERZ
consolidated statement of BERheEn

cash flows 2,077
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e MR RRME

(Expressed in Hong Kong dollars unless otherwise indicated A TSR » Br 5

AFTESM)

25. CONVERTIBLE BONDS (continued)

(a)

At 1 January 2019, the Group had outstanding
convertible bonds issued by the Company in prior
years (“2018 Convertible Bonds”) with principal
amount of approximately HK$312 million. The
2018 Convertible Bonds which carried interest 8%
per annum and were unsecured, and entitled the
bondholders to convert the bond to shares of the
Company at revised conversion price of HK$1.236
per share. The 2018 Convertible Bonds were listed
on the Singapore Exchange Securities Trading
Limited.

During the year ended 31 December 2019,
the Company invited bondholders to consider
amendment to the existing terms and conditions of
the 2018 Convertible Bonds (the “2021 Convertible
Bonds Restructure”). The key amendments to the
existing terms and conditions of the 2018 Convertible
Bonds under the 2021 Convertible Bonds Restructure
include: (i) extension of the maturity of the Bonds
whereby the Company will redeem each Bond at its
outstanding principal amount together with accrued
and unpaid interest thereon on 30 September 2021;
(ii) reduction of the interest rate of the Bonds to
8.0% per annum which shall be payable (I) for the
period from and including 4 August 2019 to but
excluding 31 March 2020, in arrear on 31 March
2020; and (Il) thereafter semi-annually in arrear on
31 March and 30 September each year; (iii) reduction
in the conversion price to HK$0.088; (iv) addition of
the downward-only reset to the conversion price,
whereby on each of 31 March 2020, 30 September
2020 and 31 March 2021, if the volume weighted
average price during a period of 20 consecutive
trading days immediately prior to such date is less
than the conversion price prevailing on the last day
of such period, the conversion price shall be reset to
the average market price, subject to a minimum reset
price equal to HK$0.071 (subject to adjustments);
and (v) addition of the partial redemption right
(the "Put option”) which applies to all bondholders
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

(Expressed in Hong Kong dollars unless otherwise indicated S/ 7T~

25. CONVERTIBLE BONDS (continued)

(a)

(continued)

whereby the Company will, at the option of the
bondholder, redeem such bondholder’s bonds on
each of 31 March 2020, 30 September 2020, and
31 March 2021 at the principal amount which
represents not more than 7.5%, 7.5% and 15%,
respectively, of the then outstanding principal
amount of the Bonds held by such bondholder
(each a “Relevant Principal Amount”) together with
accrued but unpaid interest thereon, provided that
the redemption amount representing the Relevant
Principal Amount payable by the Company on each
put option date to each such bondholder must be
in an authorized denomination (i.e. HK$1,000,000
in nominal amount each of the bonds or integral
multiples thereof).

The 2021 Convertible Bonds Restructure was
approved by the bondholders at a bondholders’
meeting and by the shareholders at the Company’s
special general meeting on 1 August 2019 and
27 August 2019 respectively. Details of the 2021
Convertible Bonds Restructure are set out in the
Company’s circular dated 9 August 2019 and the
Company's announcements dated 10 July 2019, 1
August 2019 and 27 August 2019.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e MR RRME

(Expressed in Hong Kong dollars unless otherwise indicated A TSR » Br 5

AFTESM)

25. CONVERTIBLE BONDS (continued)

(a)

(continued)

The amendments to the terms and conditions of the
2018 Convertible Bonds under the 2021 Convertible
Bonds Restructure are considered to be substantial
modification of terms and conditions of the 2018
Convertible Bonds. Accordingly, the 2018 Convertible
Bonds have been accounted for as extinguishment and
the 2021 Convertible Bonds have been recognised
upon the completion of the 2021 Convertible Bonds
Restructure deemed on 4 August 2019. The Group
recognised a loss of the 2021 Convertible Bonds
Restructure of HK$78,648,000 for the prior year
ended 31 December 2019. The Group recognised the
liability component and derivatives component of the
2021 Convertible Bonds on 4 August 2019 which
were determined based on the valuations performed
by an independent firm of professional valuers with
recognised qualifications and experiences using
average market interest rate for bonds with similar
credit rating and industry and Binomial option
pricing model, respectively. The effective interest
rate of the liability component is 18% per annum.
The derivatives component of the 2021 Convertible
Bonds include the option of the bondholders
to convert the 2021 Convertible Bonds into the
Company's ordinary shares and the put option of the
bondholders to require the Company to redeem the
2021 Convertible Bonds.

During the year ended 31 December 2019,
convertible bonds with an aggregate principal
amount of HK$8,694,524 were converted into
98,801,411 new ordinary shares of the Company
of HK$0.001 each (note 28(b)(vii)). The 2021
Convertible Bonds were listed on the Singapore
Exchange Securities Trading Limited. At 31 December
2019, the outstanding principal amount of the
2021 Convertible Bonds was approximately HK$303
million.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

RE U BRRME

(Expressed in Hong Kong dollars unless otherwise indicated LABTTIIR @ Br S HFTIEIN)

25. CONVERTIBLE BONDS (continued)

(a)

(continued)

At 4 August 2019 and 31 December 2019, the
fair values of derivatives component of the 2021
Convertible Bonds were determined based on the
valuation performed by an independent firm of
professional valuers with recognised qualifications
and experiences using binomial option pricing model.
The derivatives of the 2021 Convertible Bonds
represent the option of the bondholders to convert
the 2021 Convertible Bonds into the Company’s
ordinary shares, and the put option. Fair value gain
on derivative financial instruments of the 2018 and
2021 Convertible Bonds totalled HK$67,478,000 was
recognised for the year ended 31 December 2019.
The following assumptions are used to calculate the
respective fair values of the derivatives component:

Share price (HK$) IRE (ET)
Conversion price (HK$) HigE (BT)
Expected remaining life of AR E S TEHARI R
the convertible bonds (years) FH(F)
Expected volatility (%) TEERREN(%)
Risk free rate (%) R (%)
Expected dividend yield (%) TR B2 (%)
Discount rate (%) ALIR K (%)

25. ITEERES (&)

(a)

(&)

RZZE-NFENANBR=F
—hWEFE+=-—A=+—H8 =%
——FAHMRESITETAR
DZAFEIBEEERATEER
KA B B B EMET
A-mEEEERNIELZ
HEEE —T-—FAR
BARITETAEGESHEAR
RR2E _T - —FaRE
FEBABRNFILER - KR
A BET-NFT=
A=+—BLHE =ZF—N
FER-ZZE-—FuBERESFZ
PTHESRT AN EWESR
67,478,000 8 TTLELHER © 7]
BRETVARGTESITETAS
DZRFE

At At

31 December 4 August

2019 2019

R=Z-N%F R_Z—NF

+=—A=+—H JAAIEH

0.049 0.068

0.088 0.088

1.75 2.16

82 83

1.75 1.67

0 0

16.53 16.45
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(Expressed in Hong Kong dollars unless otherwise indicated LA L3R + 5

AFtE5M)

25. CONVERTIBLE BONDS (continued)

(b)

During the year ended 31 December 2020, as the
arithmetic average of the volume weighted average
price of the shares for the last 20 consecutive
trading days immediately prior to the relevant reset
reference date of 31 March 2020 (being HK$0.0443
per Share) is less than the prevailing conversion price
(being HK$0.088 per Share) and the reset floor price
(being HK$0.071 per Share), the conversion price
has been adjusted to HK$0.071 per Share, being the
benchmark price, with effect from 31 March 2020.

The conversion price of the 2021 Convertible Bonds
was adjusted from HK$0.071 to HK$1.42 as a result
of the Share Consolidation with effect from 10
August 2020, details of which set out in note 28(b)(v).

During the year ended 31 December 2020,
convertible bonds with an aggregate principal
amount of HK$543,408 were converted into
6,175,088 new ordinary shares of the Company of
HK$0.001 each (note 28(b)). At 31 December 2020,
the outstanding principal amount of the convertible
bonds was approximately HK$303 million, which
entitled the holders thereof to convert the bonds
into 213,153,613 ordinary shares of the Company.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

(Expressed in Hong Kong dollars unless otherwise indicated S/ 7T~

25. CONVERTIBLE BONDS (continued)

(b)

(continued)

At 31 December 2020 and 31 December 2019, the
fair values of derivatives of the 2021 Convertible
Bonds were determined based on the valuation
performed by an independent firm of professional
valuers with recognised qualifications and
experiences using binomial option pricing model. The
derivatives of the 2021 Convertible Bonds represent
the option of the bondholders to convert the 2021
Convertible Bonds into the Company’s ordinary
shares and put options which the bondholders
are entitled to request the Company to redeem
certain amounts of the 2021 Convertible Bonds at
specified dates in accordance to the terms of the
2021 Convertible Bonds. Fair value gain on derivative
financial instruments of the 2021 Convertible
Bonds of HK$29,090,000 was recognised for the
current year. The following assumptions are used to
calculate the respective fair values of the derivatives
component:

RE U BRRME

BREAE j/TT?’?\)

25. AIRRES (&)

(b)

Share price (HK$) f&E (BT)
Conversion price (HK$) ERE (BT)
Expected remaining life of AR ERZ

the convertible bonds (years) TREAFIsR S B (5F)
Expected volatility (%) ?Eﬁﬁ?)f@)’ﬁ(%)
Risk free rate (%) 2B M) 2 (%)
Expected dividend yield (%) J’Eﬁﬁﬂﬁ (%)
Discount rate (%) BEER (%)

(%)

R-F_FTF+-_H=+—H
ERZF-—NF+A=1—
B —T-—Fa#RERFZ
TR R FELREEAAR
AEE MR B EEMAE
AR B REEEES
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e MR RRME

(Expressed in Hong Kong dollars unless otherwise indicated LA

26. LEASE LIABILITIES

Lease liabilities payable
Within one year
Within a period of more than one
year but not more than two years
Within a period of more than two
years but not more than five years

Less: Amount due for settlement within
12 months shown under current
liabilities

Amount due for settlement after 12
months shown under non-current
liabilities
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26. HE&GE

2020 2019
—ECEF —T-NF
HK$'000 HK$’000
FET FET
EHEAaRE
—FR 1,556 4,166
HiRR —F DA BB
TEBBEMRF 813 1,830
HABR BB (R
TEBRF - 1,740
2,369 7,736
B 1218 A R EIE
WRLBN SRR
Gl RRBAE) (1,556) (4,166)
1218 A& 2 HAE /8
#EENeRE (3E
ERBBE) 813 3,570




NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

RE U BRRME

(Expressed in Hong Kong dollars unless otherwise indicated LABTTIIR @ Br S HFTIEIN)

27. DEFERRED TAX 27. EEBIE
(a) Deferred tax liabilities recognised (a) ERRELENIEERE
The components of deferred tax liabilities recognised FARERE M BIRARERZ
in the consolidated statement of financial position BEEHRBEES S LEESHN
and the movements during the year are as follows: N
Depreciation
allowance in
excess of
related
depreciation
Intangible RERK
assets BEE Others Total
BYEE  WENSE Htt am
Note HK$' 000 HK$'000 HK$ 000 HK$'000
[liEz3 TATL TAT TET TATL
At 1 January 2019 RZZ-hE-A-A 509,833 53,345 17,049 580,227
Exchange adjustments B (8,969) (1,130) (114) (10,213)
(Credited)/charged RFaBRR
to consolidated (FA)/ 1k
statement of
profit or loss 8(a) (12,904) 19,874 (18,408) (11,438)
At31December2019  RZF-h%
and 1 January 2020 T-A=+-8AK
—T_TE-A-H 487,960 72,089 (1,473) 558,576
Exchange adjustments  [E 3% 29,802 5,754 20 35,776
(Credited)/charged WERBRR
to consolidated GtA)/ 1k
statement of
profit or loss 8(a) (9,736) 43,679 (37.455) (3,512)
At31December2020  RZZ=TF
+-R=1-H 508,026 121,522 (38,708) 590,840

BEELEEERAD A
—E-TELH
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27. DEFERRED TAX (continued)

(b) Deferred tax assets and liabilities not

recognised

As at 31 December 2020, temporary differences
relating to the undistributed profits of the Group’s
PRC subsidiaries of approximately HK$764 million
(2019: HK$1,598 million) and the related deferred
tax liabilities of approximately HK$76 million (2019:
HK$160 million) have not been recognised in these
consolidated financial statements. In the opinion
of the Company’s directors, the Group controls
the dividend policy of these subsidiaries and it has
been determined that it is not probable that these
subsidiaries will distribute profits in the foreseeable
future.

Save as disclosed above, at 31 December 2020, the
Group has not recognised deferred tax assets in
respect of cumulative tax losses in Hong Kong of
approximately HK$19 million (2019: HK$19 million)
as it is not probable that future taxable profits
against which the losses can be utilised will be
available in the relevant tax jurisdiction and entity.
The tax losses of the Group do not expire under
current tax legislation.

28. CAPITAL AND RESERVES

The reconciliation between the opening and closing
balances of each component of the Group’s consolidated
equity is set out in the consolidated statement of changes
in equity. Details of the changes in the Company’s
individual components of equity between the beginning
and the end of the reporting period are set out below:
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
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(Expressed in Hong Kong dollars unless otherwise indicated LA THIR * B BB FTHEIN)

27. RAEFRIE (&)

(b) REEDELERIREER
a8f&
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
wrE B IS AR MY aE

(Expressed in Hong Kong dollars unless otherwise indicated LABTTIIR @ Br S HFTIEIN)

28. CAPITAL AND RESERVES (continued) 28. BMAN il (&)

(a) The Company (@) &xAF
Share Share Contributed Capital Accumulated
capital premium surplus reserve losses Total
e RiteE BdEn EbiE ZithE 4
S 000 HKS 000 HKS 000 HKS 000 S 000 S 000
FAr &1 75r 7 AT 7L
(otelt) - (rotes(t) &0n)  hotel@0) (hote ()
(et (e
At 1 January 2020 H-%-%%-F-A 5,936 739733 1857,19 - (2,350475) 6,252,388
Changes in equity for 2020 “ECREVRERE.
Loss and total comprehensive
los for the year EEFERRTEELE - - - - (1.354,483) (1.354,483)
Capttal reorganisaton (note (5)) AREA (Wi bly) (5,649) - 5,645 - = =
Shares ssued upon conversion
of convertile bonds ERTRREREEAORA § 58 - - - 58
At31 December 2020 R-2-8%42A=1-8 9 70315 7,862,839 - (3,704959) 4,898,493
At 1 January 2019 H=%-15-R-A 583,69 728,663 7279339 30348 (1,800515) 6,821,521
Changes in equity for 2019 “2-NE7RERD:
Loss and total comprehensive
loss forthe year EEERRAMERLE S = = - (580,308) (580,308)
Captta reorganisaton (note (5)) AREA (Wi l) (577.855) = 577,855 - - -
Shares ssued upon conversion
of comerte bonds EHTARESRATHRG 9 11,070 = = = 11,169
Lapse ofshare options ERER = - - (30,34 30348 -
At 31 December 2019 HoB-ETZA=1-A 5936 139,733 7857194 - (2.350475) 6,252,388

The reserves of the Company, comprising share
premium, contributed surplus, capital reserve and
accumulated losses, amounted to approximately
HK$4,898,196,000 at 31 December 2020 (2019:
HK$6,246,452,000).

RZEZZFEF+ZA=+
—B  ARANREE(2E
Bh=E- - BRAAHK &
AEBRERABEBR)NA
4,898,196,000/8 T (ZF— 1
T 1 6,246,452,0007C) °

BEECEEARL T
—E-FEEHR
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e MR RRME

(Expressed in Hong Kong dollars unless otherwise indicated LABTTIIR @ Br S HFTIEIN)

28. CAPITAL AND RESERVES (continued)
(b) SHARE CAPITAL

Authorised:

Ordinary shares of HK$0.1 each

At 1 January 2019

Change of share par value arising
from 2019 Capital Reorganisation

Ordinary shares of HK$0.001 each
after 2019 Capital Reorganisation
Increased during the year ended

31 December 2019

Ordinary shares of HK$0.001 each
at 31 December 2019 and

1 January 2020

Share consolidation and change of
par value arising from 2020
Capital Reorganisation

At 31 December 2020

Issued and fully paid:
Ordinary shares of HK$0.1 each

at 1 January 2019

Change of share par value arising
from 2019 Capital Reorganisation

Ordinary shares of HK$0.001 each
after 2019 Capital Reorganisation
Ordinary shares of HK$0.001 each issued
upon conversion of convertible bonds

Ordinary shares of HK$0.001 each
at 31 December 2019 and

1 January 2020

Ordinary shares of HK$0.001 each issued
upon conversion of convertible bonds

Ordinary shares of HK$0.001 each after
Capital Reorganisation

Share consolidation and change of share
par value arising from 2020
Capital Reorganisation

Ordinary shares of HK$0.001 each
at 31 December 2020
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28. BRAK f#E (&)

(b) B
Number
of shares
RHEE
Notes ‘000 HKS$ 000
hiit H T
10,000,000 1,000,000
(i)
- (990,000)
10,000,000 10,000
(i
40,000,000 40,000
50,000,000 50,000
(vi)
(47,500,000) (47,500)
2,500,000 2,500
5,836,921 583,692
(i)
- (577,855)
5,836,921 5,837
(iii)
98,801 99
5,935,722 5,936
(iv)
6,176 6
5,941,898 5,942
(vi)
(5,644,803) (5,645)
297,095 297




NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
wrE B IS AR MY aE

(Expressed in Hong Kong dollars unless otherwise indicated LABTTIIR @ Br S HFTIEIN)

28. CAPITAL AND RESERVES (continued)
(b) SHARE CAPITAL (continued)

(i)

Pursuant to a special resolution passed
at the extraordinary meeting by the
Company’s shareholders on 27 February
2019, the Company has implemented the
capital reorganisation (the “2019 Capital
Reorganisation”) which comprises the
following:

(@) the issued share capital of the Company
was reduced through a cancellation of the
paid-up capital of the Company to the
extent of HK$0.099 on each of the issued
existing shares such that the nominal
value of each issued existing share was
reduced from HK$0.1 to HK$0.001;

(b) immediately following the capital
reduction taking effect, all the authorized
but unissued share capital of the
Company (which shall include the
authorised but unissued share capital
arising from the capital reduction) was
cancelled in its entirety and forthwith
upon such cancellation, the authorised
share capital of the Company was
increased to HK$10,000,000 by the
creation of such number of additional
new shares as shall be sufficient to
increase the authorised share capital of
the Company to HK$10,000,000 divided
into 10,000 million new shares; and

28. AKX i (&)
(b) B (&)

(i)

BEARRBRER-Z
—hWF-_A=-++HE
BREFRIAE LBRZ
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
R IS AR MY RE

(Expressed in Hong Kong dollars unless otherwise indicated LABTTIIR @ Br S HFTIEIN)

28. CAPITAL AND RESERVES (continued)
(b) SHARE CAPITAL (continued)

(i)

(ii)

(continued)

(©) the credit arising in the books of the
Company from the capital reduction
was credited to the contributed
surplus account of the Company. The
Capital Reorganisation was completed
on 28 February 2019 and a credit
of approximately HK$577,855,236
arisen from the capital reduction was
transferred from the share capital account
to the contributed surplus account of
the Company. Details of the above are
set out in the Company’s circular dated
4 February 2019 and the Company’s
announcements dated 18 January 2019,
27 February 2019 and 28 February 2019.

Pursuant to a ordinary resolution passed at
the special general meeting by the Company’s
shareholders on 27 August 2019, the Company
increased its authorised share capital from
HK$10,000,000 divided into 10,000,000,000
ordinary shares of HK$0.001 each to
HK$50,000,000 divided into 50,000,000,000
ordinary shares of HK$0.001 each by the
creation of 40,000,000,000 additional
authorised but unissued shares. Details are set
out in the Company'’s circular dated 9 August
2019 and the Company’s announcements
dated 10 July 2019 and 27 August 2019.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

RE U BRRME

(Expressed in Hong Kong dollars unless otherwise indicated LABTTIIR @ Br S HFTIEIN)

28. CAPITAL AND RESERVES (continued)
(b) SHARE CAPITAL (continued)

(iii)

(iv)

During the year ended 31 December 2019,
convertible bonds with an aggregate principal
amount of HK$8,694,524 were converted
into 98,801,411 new ordinary shares of the
Company of HK$0.001 each (note 25(e)).

During the year ended 31 December 2020,
convertible bonds with an aggregate principal
amount of HK$543,408 were converted
into 6,175,088 new ordinary shares of the
Company of HK$0.001 each (note 25(e)).

On 26 June 2019, the Group entered into the
placing agreement with the placing agents to
subscribe for a total of up to 1,167,380,000
placing shares at the placing price of HK$0.071
per placing share (the”Placing”). On 19 July
2019, the Group and the placing agents have
entered into a supplemental agreement to the
placing agreement to extend the long stop
date from 26 July 2019 to 9 August 2019.

On 9 August 2019, as certain conditions set
out in the placing agreement have not been
fulfilled on or before the long stop date, the
placing lapsed on 9 August 2019 and the
placing did not proceed. Details of the above
are set out in the Company’s announcements
dated 26 June 2019, 19 July 2019 and 9
August 2019.

28. AKX i (&)
(b) BRA (&)

(iii)

(iv)
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
R IS AR MY RE

(Expressed in Hong Kong dollars unless otherwise indicated LABTTIIR @ Br S HFTIEIN)

28. CAPITAL AND RESERVES (continued)
(b) SHARE CAPITAL (continued)

(vij  On 29 June 2020, the Company proposed

to implement the capital reorganisation (the
“Capital Reorganisation”) which comprised the

following:

(a)

(b)

()

the share consolidation on the basis of
every twenty (20) issued and unissued
existing shares of par value HK$0.001
each into one (1) Consolidated Share of
par value HK$0.02 each;

the capital reduction by way of a
reduction of the issued share capital of
the Company through a cancellation of
the paid-up capital of the Company to the
extent of HK$0.019 on each of the issued
Consolidated Shares so that the nominal
value of each issued Consolidated
Share will be reduced from HK$0.02 to
HK$0.001; and

the share subdivision of each authorised
but unissued Consolidated Share of
HK$0.02 (including those arising from
the Capital Reduction) into twenty (20)
adjusted shares of HK$0.001 each.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

RE U BRRME

(Expressed in Hong Kong dollars unless otherwise indicated LABTTIIR @ Br S HFTIEIN)

28. CAPITAL AND RESERVES (continued)
(b) SHARE CAPITAL (continued)

The proposed Capital Reorganisation was
approved in the special general meeting held
on 6 August 2020. The Capital Reorganisation
has become effective on 10 August 2020. The
number of issued ordinary shares was reduced
from 5,941,898,079 to 297,094,903 upon
the completion of the share consolidation.
The consolidated shares rank pari passu
in all respects with each other. A credit of
approximately HK$5,644,803 arisen from the
capital reduction was transferred from the
share capital account to the contributed surplus
account of the Company. Details of the above
are set out in the Company'’s circular dated 21
July 2020 and the Company's announcements
dated 29 June 2020, 14 July 2020, 21 July
2020, 6 August 2020 and 10 August 2020.

(c) Nature and purpose of reserves

()

(i1)

Contributed surplus

The contributed surplus represents the transfer
of the credit arising from the cancellation of
share premium of the Company (note 28(b)(i)).
The contributed surplus is distributable to the
shareholders of the Company.

Capital reserve

The capital reserve comprises the fair value of
the actual or estimated number of unexercised
share options granted to employees of the
Company recognised in accordance with the
accounting policy adopted for share-based
payments. Details of the share option schemes
of the Company are disclosed in note 33 to the
consolidated financial statements.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
R IS AR MY RE

(Expressed in Hong Kong dollars unless otherwise indicated LABTTIIR @ Br S HFTIEIN)

28. CAPITAL AND RESERVES (continued)

(c) Nature and purpose of reserves (continued)

(1)

(iv)

Exchange reserve

The exchange reserve comprises the exchange
differences arising from the translation of the
financial statements of the Group's operations
outside Hong Kong.

Statutory reserves

Statutory surplus reserves

The Group’s subsidiaries in the PRC are
required to transfer 10% of their net profit,
as determined in accordance with the PRC
accounting rules and regulations, to statutory
surplus reserve until the reserve balance reaches
50% of their registered capital. The transfer to
this reserve must be made before distribution
of a dividend to shareholders.

Statutory surplus reserve can be used to make
good previous years' losses, if any, and may
be converted into share capital by the issue of
new shares to shareholders in proportion to
their existing shareholdings or by increasing the
par value of the shares currently held by them,
provided that the balance after such issue is
not less than 25% of their registered capital.

Safety production fund

Pursuant to the relevant regulations in the PRC,
the Group's subsidiaries are required to transfer
safety production fund at fixed rates based
on a specific amount of volume of gold ores
excavated to a specific reserve account. The
fund is used for improvements of safety of the
mines and is not available for distribution to the
shareholders. Upon incurring qualifying safety
expenditure, an equivalent amount would be
transferred from safety production fund to
accumulated losses.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

RE U BRRME

(Expressed in Hong Kong dollars unless otherwise indicated LA TSR + Br 5B FATHEIN)

28. CAPITAL AND RESERVES (continued)
(c) Nature and purpose of reserves (continued)

(v)  Share premium

Under section 34 of the Companies Law
(Revised) of the Cayman Islands, the share
premium account is available for distribution
to shareholders subject to the provisions of the
Articles of Association of the Company which
was in effect before the change of domicile
becoming effective on 12 December 2017 and
no distribution may be paid to shareholders
out of the share premium account unless,
immediately following the date on which the
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.
Under the Companies Act 1981 of Bermuda,
the funds in the share premium account of the
Company may be distributed in the form of
fully paid bonus shares.

(vi)  FVTOCI reserve

The FVTOCI reserve comprises the cumulative
net change in the fair value of investments in
equity instruments at FVTOCI held at the end
of the reporting period.

(d) Distributability of reserves

At 31 December 2020, the aggregate amount of
reserves available for distribution to owners of the
Company was approximately HK$4,898,196,000
(2019: HK$6,246,452,000), which included the
balances of contributed surplus, share premium
and accumulated losses, provided that immediately
following the date on which the dividend is proposed
to be distributed, the Company will be in a position
to pay off its debts as they fall due in the ordinary
course of business.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
R IS AR MY RE

(Expressed in Hong Kong dollars unless otherwise indicated LABTTIIR @ Br S HFTIEIN)

28. CAPITAL AND RESERVES (continued) 28. BMAN & (&)

(e) Capital management (e) EXRER

The Group’s primary objectives when managing
capital are to safeguard the Group's ability to
continue as a going concern, so that it can continue
to provide returns for shareholders and benefits
for other stakeholders, by pricing products and
services commensurately with the level of risk and by
securing access to finance at a reasonable cost.

The Group monitors capital using a gearing ratio,
which is net debts divided by total equity plus net
debts. The Group’s net debts include bank and other
borrowings and convertible bonds, less cash and
bank balances and pledged deposits. The Group's
total equity comprises total issued share capital and
reserves of the Group. The gearing ratio at the end
of the reporting periods is as follows:

Total debts BIEMRTE

Less: Pledged deposits B BEEAIER
Cash and bank balances B e MIRITH SR

Net debts FEIE

Total equity AR

Total equity and net debts

Gearing ratio BERELE
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7,749,437 10,370,205

43% 32%




NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

RE U BRRME

(Expressed in Hong Kong dollars unless otherwise indicated LABTTIIR @ Br S HFTIEIN)

28. CAPITAL AND RESERVES (continued)

(e) Capital management (continued)

The Group actively and regularly reviews and
manages its capital structure to maintain a balance
between the higher returns to the owners of the
Company that might be possible with higher levels of
borrowings and the advantages and security afforded
by a sound capital position, and makes adjustments
to the capital structure in light of changes in
economic conditions. There were no changes in the
Group's approach to capital management during the
year.

In addition to share charge of certain subsidiaries,
details of which are set out in note 30, several
subsidiaries of the Group (the “Regulated
Subsidiaries”) are registered with Hong Kong
Securities and Futures Commission (“SFC") for the
business they operate in. The Regulated Subsidiaries
are subject to liquid capital requirements under Hong
Kong Securities and Futures (Financial Resources)
Rules (“SF(FR)R") adopted by the SFC. Under the
SF(FR)R, the Regulated Subsidiaries must maintain
their liquid capital (assets and liabilities adjusted as
determined by SF(FR)R) in excess of statutory floor
requirement or 5% of their total adjusted liabilities,
whichever is higher. The required information is filed
with the SFC on a regular basis and the Group has
complied with those requirements during the year.
Neither the Company nor any of its subsidiaries are
subject to externally imposed capital requirements
during the years ended 31 December 2020 and
2019.

28. AKX i (&)

(e) EXREE (&)

AEETEHEREN R EEE
AR RERBARBHEBA
BeEHAIEHRZ SEEK
FRERFRBESIRAAZES
ZEBENRZ 2 2 WG F -
AIE - FAAKEENERE
ZIEN B o

Br & KB R 7 A Bk 1D 3K 3
(FHBHENHMEE30) 9 » K&
EZRKMB AR ([ZREH B
AR REMKEEERS
BEARPEEHRERZES
(IEEg ) T - SREH
BARAETEESRMZE
BEELRPE (HBER) R
Al (BHEBHE (BBER)
BMAIDBBTIZRBESHTE -
BEESRBE (BRER)
RE LEEMBRREM
RERDES (KEHFRHBE
(MBER) BRAUBEZEFAE
BEIKGE)BHETTRA
TREECHABREEREIS%
(ABREERLE) - FTREER
BEHRFESRR » mMAS
ERFNBETERBEE - &
NEREEAKBARRER
ZECEFERIT-NEFTZ
A=+—BLFERERALET
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EEZLEBERAQA
—E_ZEER

203



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e MR RRME

(Expressed in Hong Kong dollars unless otherwise indicated LABTTIIR @ Br S HFTIEIN)

29. STATEMENT OF FINANCIAL POSITION OF

THE COMPANY

Non-current assets
Investments in subsidiaries
Deposit paid for acquisition

of fixed assets

Total non-current assets

Current assets
Amounts due
from subsidiaries
Other receivables, deposits
and prepayments
Cash and bank balances

Total current assets

Current liabilities
Amounts due to subsidiaries
Other payables
Bank and other borrowings
Derivative financial
instruments
Convertible bonds

Total current liabilities

Net current
(liabilities)/assets

Total assets less
current liabilities

BAY AREA GOLD GROUP LIMITED
Annual Report 2020

FRBEE
RITBARIZIRE
HUBREEE E

FrftieE

FERBEELE

RBEE
JRE Ys B 8 R B RIR

HipEWRIR ~ &
KA IR
e MRTTHER

hBEEMRRE

hRBRE
FEH B A B FIR
HAb R
RITREMBER
TEE®MTA
AR E SR

RBEEAE

nE (BfE) BEFE

REERRBAE

29. ARQB ZMBARRE

2020 2019
—g-8f —T-nf
HK$’000 HK$'000
FET FETT
5,764,304 7,116,375
— 3,162
5,764,304 7,119,537
1,341,498 1,294,602
1,510 756

25 342
1,343,033 1,295,700
835,362 853,521
174,964 110,534
154,002 134,679
26,612 —
289,982 —
1,480,922 1,098,734
(137,889) 196,966
5,626,415 7,316,503




NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

29. STATEMENT OF FINANCIAL POSITION OF

THE COMPANY (continued)

Non-current liabilities
Bank and other borrowings
Derivative financial instruments
Convertible bonds

Total non-current liabilities
NET ASSETS

CAPITAL AND RESERVES
Share capital
Reserves

EQUITY ATTRIBUTABLE TO
OWNERS OF THE COMPANY

The Company's statement of financial position was
approved and authorised for issue by the board of
directors on 30 March 2021 and is signed on its behalf by:

Mr. Yi Shuhao
SHERE

RE U BRRME

(Expressed in Hong Kong dollars unless otherwise indicated LABTTIIR @ Br S HFTIEIN)

FRBEE
RITREMER
TTHEemIE
AR EH

FRBEELE
BEEFE
MRAS K
[EEN
i

AATREEA
PES R

Chairman and Chief Executive Officer

FRERITEARE

29. KRB 2R REK (&)

2020 2019

—EEF —EF-NF

Notes HK$’000 HK$'000
Mo FETT FETT
727,922 735,922

- 55,802

- 272,391

727,922 1,064,115

4,898,493 6,252,388

28(b) 297 5,936
28(a) 4,898,196 6,246,452
4,898,493 6,252,388

ARAHGHRA RO EFER =
T = A=+ BRELHTER

HITHATALTRBEE

Mr. Zhang Lirui
RFISH £
Executive Director

BITEE

il
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i
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A
| HE
i

il

5
# ol

221



222

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e MR RRME

(Expressed in Hong Kong dollars unless otherwise indicated LA THIR * B BB FTHEIN)

30. PLEDGE OF ASSETS

As at 31 December 2020, the Group’s assets with the
following carrying amounts were pledged to secure bank
and other borrowings (note 24(a)):

Intangible assets — mining rights BILEE — BERE

Fixed assets BElE & E
Investment in equity instruments FREMEEWESIE
at FvTOC| RNHESERZ
AR T ARE
Pledged deposits EEMFR

Except as disclosed above, as at 31 December 2020, all
issued shares of two (2019: two) and 49% issued shares
of two (2019: two) subsidiaries of the Company were
subject to share charge as security pledged for the Group'’s
bank and other borrowings (note 24(a)).

BAY AREA GOLD GROUP LIMITED
Annual Report 2020

30. EEIEK

RZFZEF+-_A=+—H" &
SENATHREEZAED ARNER
RIT R H A SR (M E24(a)) -

2020 2019

—EEF —ZE-NEF

Notes HK$’000 HK$'000
BT FET FET
13(a) 3,102,669 5,592,814
14(a)(i) 751,139 721,534
17 329,183 293,964
21 77,207 106,286
4,260,198 6,714,598

BREXFIEEN R_T_TF
TZRA=1—H8  AREIMEHB
REN(ZE—NF: mE) ZRED
TR EMENEB AR (ZF—
NEF : ME) 249% 2 ETRME
REAREBRIT REMER (M EE
24(a)) Z AR AR



31. SUBSIDIARIES

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

RE U BRRME

(Expressed in Hong Kong dollars unless otherwise indicated LABTTIIR @ Br S HFTIEIN)

The following list contains only the particulars of the

principal subsidiaries of the Group at 31 December 2020
which, in the opinion of the directors, principally affected

the results or assets of the Group. To give details of other

subsidiaries would in the opinion of the directors, results
in particulars of excessive length. The class of shares of the

principal subsidiaries which were incorporated outside the
PRC held is ordinary unless otherwise stated.

Name of subsidiary

WRARER

China Precious Metal
Resources Co., Limited

PEREEERARAA

Able Supplement Limited

Decent Connection Overseas
Limited

Wah Heen Holdings Limited
B ENG

Sinowise Century Limited

Hongkong Bay Asset
Management Limited

BEEERERAT

Place of
incorporation/
operations
i/
mEny

BVI/Hong Kong
ABRUER /B

BVI/Hong Kong
RBRANB/BE

BVI/Hong Kong
RBRANE /R

BVI/Hong Kong
RBRANE /R

BVI/Hong Kong
RBRANE/BE

Hong Kong
3

Issued and

fully paid-up
share capital/
registered capital
BRTRAR
Bx/ifEs

US$2
VES

US$50,000
50,000% 7

US$50,000
50,000% 7

US§10,000
10,000%7

US$1
1%7

HK$ 15,000,000
15,000,007

31. B A

TRENHAEER T _FF+
“A=t-BZEBNBRRZE
o EERRRENBAREAE
B RESBEXEEN - EFR
A WREEMHB AR ZFER
BHRREBOD IR - BAAIHA
S - itz 0 BIR N A AL
ZEIBMBRARBMERNGSEE
B e

Proportion of ownership interest

Group's
effective
interest
448
BERER
%

100

100

100

100

100

100%

(2019: 90.01%)
(23N
90.01%)
(note (v))
GE)

RRERELA
Held Held
by the bya
Company subsidiary Principal
BERAF H-BHE activities
58 NAEE TEER
% %
100 — Investment
holding
REABR
- 100 Investment
holding
REBR
- 100 Investment
holding
RARR
- 100 Investment
holding
RABR
- 100 Investment
holding
RARR
100% —  Asset management and
(2019:90.01%) advisory service
(Z3-NnE: BEEERDARS
90.01%)
(note (v))
(B3kw)
EEE25EB8EFRALA
—_E_ZEFEFR
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Name of subsidiary

WEARAR

Hongkong Bay Securities Limited

BEEFARAA

Hongkong Reaking
Mining Industry Ltd.
BERSBEARAT

Hongkong T&R Mining
Investment Limited

BERRERRERRLA

Kong Chun Hong Kong
Limited
BREAERAT

Fast Trend Investment Limited

LRRERRAH

Chifeng Yongfeng Kuangye
Co., Ltd. (note (i)

FEXEREEREL
A ()

31. SUBSIDIARIES (continued)

Place of
incorporation/
operations
e,/
Eeny

Hong Kong
B

Hong Kong
B

Hong Kong
B

Hong Kong
B

Hong Kong
B

The PRC
P

BAY AREA GOLD GROUP LIMITED

Annual Report 2020

Issued and

fully paid-up/
registered capital
BRIRER/
iR

HK$100,140,000
100,140,000 7C

HK$50,000
50,0007

HK$10,000
10,0007

HK$1,000
1,007

HK$1
1T

RIMB40,820,000
AR#40,820,0007C

Group's
effective
interest
A5H
ENER

%

100%
(2019:90.01%)
(Z5-nE:
90.01%)
(note (v))
(Fzk)

100

100

100

100

100

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
R IS AR MY RE

(Expressed in Hong Kong dollars unless otherwise indicated LA THIR * B BB FTHEIN)

31. MIELE (#)

Proportion of ownership interest

UL L i
Held

by the
Company
HALE

kH

%

100%
(2019:90.01%)
(ZF-NE:
90.01%)
(note (v)
(FitzEW)

Held

bya
subsidiary
H-EHE
AakAE
%

100

100

100

100

100

Principal
activities

IERE

Securities brokerage

EHIL

Investment
holding
RERR

Investment
holding
RARR

Investment
holding
RESR

Investment
holding
RARR

Mining and
processing of gold
ores and sale

of gold products
SRFR  MIR
EEEMHE



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
wrE B IS AR MY aE

(Expressed in Hong Kong dollars unless otherwise indicated LABTTIIR @ Br S HFTIEIN)

31. SUBSIDIARIES (continued) 31. ftB AR (&)
Proportion of ownership interest
FRERRLA

Place of Issued and Group's Held Held

incorporation/ fully paid-up/ effective by the bya
operations registered capital interest Company subsidiary Principal
Name of subsidiary AL/ BRTRER/ .3 ) BRLE A-EKE activities
HELTER fend ifEx EREL L] ARER IERH

% % %

Luanchuan County The PRC RMB372,450,000 100 - 100 Mining and
Jinxing Mining Co., Ltd. hE ARH372,450,00070 processing of gold
(note (i) ores and sale

B G RBEARER of gold products
PRI (W) and purchase and sale

of metals and minerals
SBRR IR
FLEMBER
EENHEBREE

Luanchuan County The PRC RMB102,050,000 100 = 100 Mining and
Luanling Gold Mine e AR%102,050,0007 processing of gold
Co,, Ltd. (note (i) ores and sale

2| ERESRARAT of gold products
(PtzEG)) SBRR - MIR

EOEMEE

Mojiang County Mining The PRC RIMB102,050,000 100 - 100 Mining and
Co., Ltd. (note (i) HE AR 102,050,007 processing of gold

BIGREERAMLA ores and sale
(M) of gold products

SERF - MIR
EOEMEE

Pu'er Hengyi Mining Co,, Ltd ~ The PRC RMB734,379,379 100 - 100 Mining and
(note (i) kil ARH734379,3797 processing of gold

LERARXARAR ores and sale
ARl () of gold products

SBFR - IR
ROEMHE
EEEEEHE D A
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
R IS AR MY RE

(Expressed in Hong Kong dollars unless otherwise indicated JA/&7T5!

IR - B BEFHE)

31. SUBSIDIARIES (continued)

31. B AR (&)

Proportion of ownership interest

RRERELA
Place of Issued and Group's Held Held
incorporation/ fully paid-up/ effective by the bya
operations registered capital interest Company subsidiary Principal
Name of subsidiary iEL/ BRIRME/ A5E N - 1 activities
WEARER ey AfEx ERER 2] AR IEXH
% % %

Kai Yuan Financial Leasing The PRC RIMB150,000,000 100 - 100 Provision of financing
(Shenzhen) Co, Lid. (note ()) ~ E AR 150,000,000 senvices

ARRERE (R BRAR RHERE
(Bzk()

Shenzhen Munsun Asset The PRC RMB17,857,140 100 - 100 Asset management and
Management Company G ARE17857,140 advisory service
Limited (note (i) BEEERZARY

MITEREEERARAA
(Pak i)

Zhuhai Munsun Asset The PRC RMB5,000,000 100 = 100 Investment
Management o, Ltd. e ARE5,000,0007 holding
(note (i) RERR

HERRAEERERAR
(P i)

Notes: BRE -

() These subsidiaries established in the PRC are wholly )y RPEXIZHBEHBRATIEA

foreign-owned enterprises. INEBERE -

(i) These subsidiaries established in the PRC is limited liability (i) RAPERIZHBARAARE

company. (/NI

(i) The English names of all above PRC subsidiaries are for (i) A EZEBRHMBARZEH

identification purpose only. TEEHEHERN A -

(iv)  None of the subsidiaries had issued any debt securities at (iv) RWEHR - BEMBARET

the end of the reporting period. ERIEBES ©

(v)  As detailed in note 13(c)(ii), 9.99% equity interests in (v)  FARMFEE13() i)t R —

Hongkong Bay Asset Management Limited and Hongkong
Bay Securities Limited were held by non-controlling
interests as at 31 December 2019. The effects of the non-
controlling interests’ share of results and net assets of these
subsidiaries were insignificant. During the current year,
the Group acquired the 9.99% equity interests on these
subsidiaries for aggregate consideration of HK$10,00,000.
The effects of the acquisition of these additional equity
interests are insignificant and have not been separately
accounted for in the consolidated financial statements..

BAY AREA GOLD GROUP LIMITED
Annual Report 2020

NFE+ZA=+—8  BEEE
ERBERABREEESFFRA
719.99% B AR 7 B FE 1 A i
FE - FEREREEZSH
BRARIXERFEENTET
Ko RAFE  AEBUBERE
10,000,000 LW IBZEHBE R
A1#79.99% AR fE - W iEZ SN
BRENFETTEKR - B E
RERE I EHRER A E B o



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

RE U BRRME

(Expressed in Hong Kong dollars unless otherwise indicated LABTTIIR @ Br S HFTIEIN)

32. EMPLOYEE RETIREMENT BENEFITS

Pursuant to the relevant labour rules and regulations in
the PRC, the Group participates in defined contribution
retirement benefit schemes (the “Schemes”) organised
by the relevant local government authorities in the PRC
whereby the Group is required to make contributions to
the Schemes at a rate ranging from 16% to 20% (2019:
16% to 20%) of the eligible employees’ salaries. The
local government authorities are responsible for the entire
pension obligations payable to retired employees.

The Group also operates a Mandatory Provident Fund
Scheme (“the MPF Scheme”) under the Hong Kong
Mandatory Provident Fund Scheme Ordinance for
employees employed under the jurisdiction of the
Hong Kong Employment Ordinance. The MPF Scheme
is a defined contribution retirement plan administered
by independent trustees. Under the MPF Scheme, the
employer and its employees are each required to make
contributions to the plan at 5% of the employees’ relevant
income, subject to a cap of monthly relevant income of
HK$30,000. Contributions to the plan vest immediately.

The Group has no obligation for the payment of pension
benefits associated with those schemes beyond the annual
contributions described above.

The total costs charged to consolidated statement of profit
or loss of HK$2,909,000 (2019: HK$8,840,000) represent
contributions payable to these schemes by the Group for
the year.

32.

8 TRIKEF

BEPER 2B TR EBRL -
AEBELERFRANMLEREID K
T #8372 SE FEAR R AR R S 3kET
2l (T5r81]) Bt - N"EEER
FTEIEHMR - SHUAERESR
HFEZ16%E20% (—T—HF:
16%%E20%) 518 - 7T
BEMENKNEEREENRAKE -

AEBIRERERHMEARE
SED - BIRBERRBGHRET
ZRBRIRHIEATESEE (58
BEEtEl]) - BEEEE— A
BIUEFEAEE 2 EREFURING
gl - RBREEEE - BERERE
AL EE L IRE B AR A
Z5%tE 2K - ME AT EH
B A EBR 230,000/ 7T e
At 8- BF RS R o

B b BEHEZRN - REERER
SRR BRI SRR
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33. EQUITY-SETTLED SHARE-BASED

TRANSACTIONS

The Company has one share option scheme (the “2014
Share Option Scheme”). The 2014 Share Option Scheme
was adopted by a resolution passed by the Company’s
shareholders on 30 May 2014. The 2014 Share Option
Scheme provides that the board of the directors of
the Company (the “"Board”) may specify the eligible
participants to whom the options shall be granted.
The eligible participants include directors, employees,
suppliers, customers, consultants, agents and advisers of
the Company and its subsidiaries and any person who, in
the sole discretion of the Board, has contributed or may
contribute to the Group in recognition of their contribution
to the Group. The Board shall determine the exercise price
of option in accordance with the terms of the 2014 Share
Option Scheme, which cannot in any event fall below
the price stipulated in the Listing Rules. The maximum
number of the ordinary shares of the Company which
may be issued upon exercise of all options to be granted
under the 2014 Share Option Scheme and any other
schemes of the Company must not in aggregate exceed
10% (i.e. 435,127,903 shares) of the ordinary shares
of the Company in issue as at the date when the 2014
Share Option Scheme was approved and adopted. The
existing scheme mandate limit in respect of the granting
of options to subscribe for shares under the 2014 Share
Option Scheme was refreshed and renewed at the an
extraordinary general meeting of the Company held on 19
September 2016. The maximum number of the ordinary
shares of the Company upon exercise of all options to be
granted under the 2014 Share Option Scheme and any
other schemes of the Company must not in aggregate
exceed 10% (i.e. 1,385,769,378 shares) of the ordinary
shares of the Company in issue as at 19 September 2016
being the date of approval of the refreshment of the
existing scheme mandate limit. The 2014 Share Option
Scheme was effective on 4 June 2014 and will remain
valid and effective for a period of 10 years from that date.

BAY AREA GOLD GROUP LIMITED
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
R IS AR MY RE

(Expressed in Hong Kong dollars unless otherwise indicated LS TAIR » Bk BB FTIESN)

33. UREEECROERRS

RARB—EBERETE([ZZ—
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

RE U BRRME

(Expressed in Hong Kong dollars unless otherwise indicated LABTTIIR @ Br S HFTIEIN)

33. EQUITY-SETTLED SHARE-BASED

TRANSACTIONS (continued)

The exercise price of options under the 2014 Share Option
Scheme is at least the highest of:

(i)  the closing price of the Company’s shares as stated
in the Stock Exchange’s daily quotations sheets on
the date on which an offer of an option is made by
the Company to the grantee (which date must be a
business day);

(i) a price being the average of the closing prices of the
Company’s shares as stated in the Stock Exchange’s
daily quotations sheets for the five business days
immediately preceding the offer date; and

(i) the nominal value of the Company’s shares.

Notwithstanding any other provisions of the 2014 Share
Option Scheme, the maximum number of ordinary shares
of the Company which may be issued upon exercise of
all outstanding options granted and yet to be exercised
under the 2014 Share Option Scheme and any other share
option schemes of the Company shall not exceed 30%
of the total number of ordinary shares of the Company in
issue from time to time.

33. LUREGEEZROERRS
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
R IS AR MY RE

(Expressed in Hong Kong dollars unless otherwise indicated LABTTIIR @ Br S HFTIEIN)

33. EQUITY-SETTLED SHARE-BASED 33. UREEEZRHERRS
TRANSACTIONS (continued) €=))
Movements of the share options granted during the years HE_ZT-_ZTER-T-NF+=
ended 31 December 2020 and 2019 are as follows: A=+—HIFEREZERES
T
Number of
shares
issuable
under
Weighted options
average granted
exercise RESEH
price Exercise BT
TG price FETRMA
TEE TEE pa =
HKS$ HKS$ ‘000
BT BT Fi
Outstanding and RZZE—h&F—H—H
exercisable at mIARITIE SR AT T
1 January 2019 4.799 4.799 14,556
Lapsed during the year REARKRK 4.799 4.799 (14,556)
Outstanding and RZZE—h&F
exercisable at +=—A=+—HkK
31 December 2019 and T -TF
31 December 2020 +ZA=+—H
MIARTTEE R ATT{E -
230 BAY AREA GOLD GROUP LIMITED
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

RE U BRRME

(Expressed in Hong Kong dollars unless otherwise indicated LABTTIIR @ Br S HFTIEIN)

33. EQUITY-SETTLED SHARE-BASED
TRANSACTIONS (continued)

(i)

(ii)

(iii)

(0)

The share options outstanding at 1 January 2019
had an exercise price of HK$4.799 and a weighted
average remaining contractual life of 0.78 years.

The exercisable period of the share options under
2014 Share Option Scheme expired during the
year ended 31 December 2019. The 14,556,000
outstanding share options lapsed accordingly.

The share option reserve at 1 January 2019
amounted to HK$30,348,000 included in capital
reserve was transferred to accumulated losses
following the lapse of the share options during the
year ended 31 December 2019.

Fair value of share options and assumptions

33. URBEEEZRDERRS
(%)
i)y RZZE-—NF—A—BRERT
2 BARERITHEER4.799
BT - M RSBRENF
HiA50.784F

(i) —ZE—VTUFEERETEIETA
R TEREEREES
E-NE+-_A=+—HI%F
E @ © 14,556,000 i AR1T
{2 BEARAE T I K3

(iy REBZE=T-NF+-A=+
—BIEFE  FFAERHER
%6/530,348,000/8 TH — T —
NE—A—BERERZEBER
PR R IR A RTS8 o

(0 BREAFHERERR
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34. FINANCIAL RISK MANAGEMENT AND FAIR

VALUES OF FINANCIAL INSTRUMENTS

The Group’s major financial instruments include pledged
deposits, deposits paid for gold mining rights and
exploration rights, investments in equity instruments at
FVTOCI, deposits paid for acquisition of fixed assets, client
trust bank balances, cash and bank balances, trade, loans
and other receivables, trade and other payables, bank and
other borrowings, financial assets at fair value through
profit or loss, derivative financial instruments, lease
liabilities and convertible bonds. Details of the financial
instruments are disclosed in the respective notes. The risks
associated with these financial instruments include credit,
liquidity, interest rate and currency risks. The Group is also
exposed to price risk arising from any unexpected changes
in price of gold products. These risks are limited by the
Group'’s financial management policies described below.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

RE U BRRME

(Expressed in Hong Kong dollars unless otherwise indicated LABTTIIR @ Br S HFTIEIN)

34. FINANCIAL RISK MANAGEMENT AND FAIR
VALUES OF FINANCIAL INSTRUMENTS

(continued)
(a) Credit risk

The Group’s credit risk is primarily attributable to
deposits paid for gold mining rights, deposits paid
for acquisition of fixed assets, trade, loans and other
receivables, pledged deposits, client trust bank
balances and bank balances. Management has a
credit policy in place and the exposure to the credit
risk is monitored on an ongoing basis.

In respect of trade and loan receivables, credit
evaluations are performed on all customers requiring
credit over a certain amount. Credit terms are
granted to customers, depending on the credit
worthiness of individual customers. At 31 December
2020, there is certain concentration of credit risk as
Nil (2019: 1%) of the total trade debtors was due
from the Group’s five largest customers. The Group
did not hold any collateral over these balances.

In respect of other receivables, the credit quality of
the debtors is assessed by taking into account of
their financial position, relationship with the Group,
credit history and other factors. Management
regularly reviews the recoverability about these
receivables and follows up the amounts overdue,
if any. The directors are of the opinion that the
probability of default by counterparties is low.

The credit risk on liquid funds is limited because the
counterparties are banks with high credit ratings
assigned by appropriate credit-rating agencies.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e MR RRME

(Expressed in Hong Kong dollars unless otherwise indicated LA THIR * B BB FTHEIN)

34. FINANCIAL RISK MANAGEMENT AND FAIR
VALUES OF FINANCIAL INSTRUMENTS

(continued)
(@) Credit risk (continued)

Maximum exposure and year-end staging as at 31
December 2020

The table below shows the credit quality and the
maximum exposure to credit risk based on the
Group'’s credit policy, which is mainly based on past
due information unless other information is available

without undue cost or effort, and year-end staging BRI ER)) ElD 2 EEE =
classification as at 31 December 2020. RxmEERE - A RFERE
XK o
For the year ended 31 December 2020 BHE_T-_TF+_A=+—
HIEFE
12-month ECLs Lifetime ECLs
1288 2R
REEESR FEER
Simplified
Stage 1 Stage 2 Stage 3 approach
K& £ZRA KA fifeh
HKS'000 HKS 000 HKS'000 HKS'000 HKS'000
AT AT AT AT AT
Trade and loans receivables ~ FEMGHUERE 451 — - 42,659 3110
Financial assets included in -~ FEECAEREUE «
other receivables, deposits & REMFE£BEE
and prepayments
- Normal ~-I% 120,570 = = = 120,570
Pledged deposits EERER
- Not yet past due - WA 71,207 = = — 77,207
Client trust bank balances ~~ BF{ERERTER
- Not yet past due - RS 2916 = = = 2916
Cash and bank balances RERBTER
- Not yet past due - WA 89,048 = = — 89,048
290,192 - - 42,659 332,851
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
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(Expressed in Hong Kong dollars unless otherwise indicated LA L3R + B S A FTIEIN)

34. FINANCIAL RISK MANAGEMENT AND FAIR 34. cRIEREEREMIAZ

VALUES OF FINANCIAL INSTRUMENTS NEE®)
(continued)
(a) Credit risk (continued) (a) EERPRE (%)
Maximum exposure and year-end staging as at 31 R-BE-FF+-H=+—H
December 2020 (continued) R R FREE (8)
For the year ended 31 December 2019 HE-_ZT-NF+=A=+—
HIEFE
12-month ECLs Lifetime ECLs
1288 R
RAGERSR FEER
Simplified
Stage 1 Stage 2 Stage 3 approach

K& K& EEEL L[19:13
HKS 000 HKS 000 HKS 000 HKS 000 HKS'000
TET TET TET TR T

Trade and loans receivables  EAFUEREH 120,081 = = 35,754 155,835
Financial assets included i~ FEEAEMFE «
other receivables, deposits & RENFEZ£BEE

and prepayments

- Normal -8 124178 - - - 124178

Pledged deposits BERER

- Not yet past due - WA 106,286 - = = 106,286

Client trust bank balances ~~ BE{EFERTER

- Not yet past due - HABE 235 — — — 235

Cash and bank balances R RS

~MNotyetpast e G 63473 - - - 63473
21373 - - 35,754 4571127
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e MR RRME

(Expressed in Hong Kong dollars unless otherwise indicated LA THIR * B BB FTHEIN)

34. FINANCIAL RISK MANAGEMENT AND FAIR
VALUES OF FINANCIAL INSTRUMENTS

(continued)
(@) Credit risk (continued)

Maximum exposure and year-end staging as at 31
December 2020 (continued)

* The credit quality of the financial assets included
in other receivables, deposits and prepayments is
considered to be “normal” when they are not past
due and there is no information indicating that the
financial assets have a significant increase in credit
risk since initial recognition. Otherwise, the credit
quality of the financial assets is considered to be
“doubtful”.

(b) Liquidity risk

At 31 December 2020, the Group had net current
liabilities of approximately HK$2,434,847,000. To
manage liquidity risk, the Group regularly monitors
its current and expected liquidity requirements to
ensure that it maintains sufficient reserves of cash
and adequate committed lines of funding from
banks and financial institutions to meet its liquidity
requirements in the short and longer term. The
directors are of the opinion that the Group will
be able to finance its future working capital and
financial requirements on the grounds as detailed in
note 2.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
wrE B IS AR MY aE

(Expressed in Hong Kong dollars unless otherwise indicated LABTTIIR @ Br S HFTIEIN)

34. FINANCIAL RISK MANAGEMENT AND FAIR 34. cRIEREEREMIAZ

VALUES OF FINANCIAL INSTRUMENTS NEE®)
(continued)
(b) Liquidity risk (continued) (b) "BEEZRE (&)
The following table details the remaining contractual AEBRRERRZIFITES
maturities at the end of the reporting period of BEERTESREBEZHRT
the Group’s non-derivative financial liabilities and AR ERRE R TR R EF S -
derivative financial liabilities, which are based on WARTH AR RBeRE (B
contractual undiscounted cash flows (including RBIEFTHONEFEZMEX
interest payments computed using contractual rates - EE BRI - BIARS
or, if floating, based on interest rates prevailing at BIRIBIT 2 M EFTE 2 F B
the end of the reporting period). ) e
PN 19
ot a3 k3
Contractual undiscounted cash outflow Contractual undiscounted cash outflow
AHFFRRERH ATORARRERA
Morethan ~ More than Morethan  More than
Within 1year 2 years Within 1 year 2years
1year but but 1 year but but
oron  lessthan  less than oron  lessthan  less than
Carrying demand 2 years Syears  Camying demand 2 years 5 years

amount Totl  —FRE SR-F SRWE  amount Tl —FAR SR-F SREE
REE a5 EIRX BONRE EIREE  BER g8 EEX ESNRE ESREE
HKS'000  HKS'000  HKS'000  HKS'000  HKS'000  HKS'000  HKS'000  HKS'000  HKS'000  HKS'000
ér  FEr AT TAT  TEr  FET TET AT FET FET

Non-derivative financial liabiliies ~ %474 2 H& &

Trade and other payables ERERRABERZE 1316803 1316803 1316803 - — 9910 910 909170 - -
Bank and other borowings BRRERER 325 3369164 135730 1273326 T3BA8 3241289 3418400 2120487 14704 1150739
Lease abiles nEat 26 M0 16 766 — 136 818 440 2754 94
Convertbe bonds THkfES W9 6N 32680 - — M 3BS B9 374 -

4833449 5015279 3003079 1274092 738108 4430586 4691326 3062236 477407 1,151,683

Derivative financial liabilities fiEeRaE
Derivative financial instruments fTEERIE 26,612 - - - - 55,802 - - - -

BEESEEARD T
—E-BFER C
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e MR RRME

(Expressed in Hong Kong dollars unless otherwise indicated LA THIR * B BB FTHEIN)

34. FINANCIAL RISK MANAGEMENT AND FAIR
VALUES OF FINANCIAL INSTRUMENTS

(continued)
(c) Interest rate risk

The Group is exposed to cash flow interest rate risk in
relation to variable-rate bank and other borrowings
and bank balances and fair value interest rate risk in
relation to fixed-rate bank and other borrowings and
pledged deposits.

(i) Interest rate profile
The following table details the interest rate profile
of the Group's bank and other borrowings, bank
balances and pledged deposits at the end of the
reporting period:

Variable rate bank and ZENFIERIETT I

other borrowings HE R
Fixed rate bank and Bl TE MR ERIT R
other borrowings HA &0
Total borrowings ERmE
Fixed rate borrowings EEFEER
as a percentage of HERER
total borrowings ZBEDL

Variable rate bank balances ¥ #F|&R1T4E &4
Fixed rate pledged deposits &% B K #1753
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(1)
2020
—ECEFE
Effective
interest
rates
BIRAZE  HKS 000
% FET
8-9 254,358
3-24 2,969,937
3,224,295
92%
0.001-0.35 88,975
2.5 77,207

FIE =
TRFFNHEHRAK
SEBITREMEN
RITEBR M ERFR
ZHMRE

2019
—E-NEF
Effective
interest
rates
EEFE  HKS 000
% FET
8-9 282,166
4-24 2,959,123
3,241,289
9%

0.1-0.4 67,974
0.1-3.8 106,286



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

(Expressed in Hong Kong dollars unless otherwise indicated S/ 7T1|7R -

34. FINANCIAL RISK MANAGEMENT AND FAIR
VALUES OF FINANCIAL INSTRUMENTS

(continued)

(c) Interest rate risk (continued)

(ir)

Sensitivity analysis

All of the bank and other borrowings and
pledged deposits of the Group which are fixed
rate instruments are insensitive to any change
in interest rates. A change in interest rate at the
end of the reporting period would not affect
profit or loss.

At 31 December 2020, it is estimated that
a general increase/decrease of 100 basis
points in interest rates for variable rate bank
and other borrowings and bank balances,
with all other variables held constant, would
increase/decrease the Group's loss before tax
and its accumulated losses by approximately
HK$1,654,000 (2019: HK$2,142,000). Other
components of consolidated equity would not
change in response to the general increase/
decrease in interest rates.

The sensitivity analysis above has been
determined assuming that the change in
interest rates had occurred at the end of the
reporting period and had been applied to
the exposure to interest rate risk for variable
rate interest bearing financial instruments in
existence at that date. The 100 basis point
increase/decrease represents management'’s
assessment of a reasonably possible change in
interest rates over the period until the end of
the next annual reporting period. The analysis
is performed on the same basis for 2019.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
R IS AR MY RE

(Expressed in Hong Kong dollars unless otherwise indicated LA THIR * B BB FTHEIN)

34. FINANCIAL RISK MANAGEMENT AND FAIR
VALUES OF FINANCIAL INSTRUMENTS

(continued)

(d) Price risk

(i)

Gold product price risk

The Group is exposed to price risks arising from
the market price fluctuations on gold products.
To protect the Group from the impact of price
fluctuations in gold products, the management
closely monitors gold product price exposure
and will consider to use derivative contracts
should the need arises.

Changes in the fair value of derivative contracts
that economically hedge the price fluctuations
in gold products and for which no hedge
accounting is applied are recognised in the
consolidated statement of profit or loss.

The Group has not entered into any derivative
contracts for gold price during the years ended
31 December 2020 and 31 December 2019.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

(Expressed in Hong Kong dollars unless otherwise indicated S/ 7T1|7R -

34. FINANCIAL RISK MANAGEMENT AND FAIR
VALUES OF FINANCIAL INSTRUMENTS

(continued)

(d) Price risk (continued)

(ir)

Equity Price risk

The Group is exposed to equity securities
price risk from equity instruments held by the
Group which are classified in the consolidated
statement of financial position as investments
in equity instruments at FVTOCI and financial
assets at FVTPL. Price risk is the risk of changes
in fair value of financial instruments from
fluctuations, whether such a change in price
is caused by factors specific to the individual
instrument or factors affecting all instruments
traded in the markets. The Group did not enter
into any equity securities forward contracts to
manage this price risk. The Group mitigates
this price risk by performing detailed analysis
of investments and dedicated professionals
are assigned to oversee and monitor the
performance of investments. The management
considers the Group's equity price risk is low
as the Group have unlisted investments in
equity instruments at FVTOCI and financial
assets at FVTPL in relation to investments in an
unlisted entity in the PRC and in a private funds
which the carrying amounts of approximately
HK$317,142,000 (2019: HK$282,623,000) and
HK$12,041,000 (2019: HK$11,341,000) and
investment fund amounted to HK$43,949,000
(2019: Nil) respectively at 31 December 2020
(note 16 and 20).
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(Expressed in Hong Kong dollars unless otherwise indicated LABTTIIR @ BR

SHATIEN)

34. FINANCIAL RISK MANAGEMENT AND FAIR
VALUES OF FINANCIAL INSTRUMENTS

(continued)

(e) Currency risk

()

Exposure to currency risk

The following table details the Group’s
exposure at the end of the reporting period
to currency risk arising from the following
significant assets or liabilities denominated in a
currency other than the functional currency of
the entity to which they relate.

The management may consider to use forward
foreign exchange contracts to manage its
foreign currency risk arising from above
anticipated transactions denominated in foreign
currencies. During the year, the Group did
not enter into any forward foreign exchange
contracts to manage its foreign currency risk.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

RE U BRRME

(Expressed in Hong Kong dollars unless otherwise indicated LABTTIIR @ Br S HFTIEIN)

34. FINANCIAL RISK MANAGEMENT AND FAIR
VALUES OF FINANCIAL INSTRUMENTS

(continued)

(e) Currency risk (continued)

(i)

(i1)

Exposure to currency risk (continued)

Assets/(liabilities) BETIEZ
denominated in USD BE,/(Bf)

Cash and bank balances e NMIRTTHE

Pledged deposits [mEELER

Bank and other borrowings ~ $R{T R HMER

Total assets REE
Total liabilities Y=
Sensitivity analysis

The management considers that the pegged
rate between the Hong Kong dollar and the
United States dollar would not be materially
affected by any changes in movement in value
of the United States dollar against the Hong
Kong dollar. Therefore, no sensitivity analysis
has been prepared. The analysis is performed
on the same basis for 2019.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
R IS AR MY RE

(Expressed in Hong Kong dollars unless otherwise indicated LA THIR * B BB FTHEIN)

34. FINANCIAL RISK MANAGEMENT AND FAIR
VALUES OF FINANCIAL INSTRUMENTS

(continued)

(f) Fair value measurement

()

Financial assets and liabilities carried at fair
value

Fair value hierarchy

The following table presents the fair value of
the Group's financial instruments measured at
the end of the reporting period on a recurring
basis, categorised into the 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:

—  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.

- 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.

- Level 3 valuations: Fair value measured
using significant unobservable inputs.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
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(Expressed in Hong Kong dollars unless otherwise indicated LABTTIIR @ Br S HFTIEIN)

34. FINANCIAL RISK MANAGEMENT AND FAIR 34. cRIEREEREMIAZ

VALUES OF FINANCIAL INSTRUMENTS NEE®)
(continued)
(f) Fair value measurement (continued) () AFEEFEE)
(i) Financial assets and liabilities carried at fair () ERFEIKYZHE
value (continued) EREE(E)
2020 2019
“ECEF —T-NE
Level 2 Level 2
FRE F_RE
HKS$'000 HK$ 000
FET FET
Recurring fair value BEMNFETE
measurements
Assets/(Liabilities): BE /(B
Derivative financial instruments fTHESBIA (26,612) (55,802)
Investments in equity instruments BREMEERG
at FvTOC! BATHESER
pd 329,183 293,964
Financial assets at fair value ERBREATE
through profit or loss SRz e RERE 43,949 S

There were no transfers between instruments in BT _FFK_F
all levels during the years ended 31 December —NFE+=ZA=+—8
2020 and 20109. H&FE  TERFER

B2 Ry EmAETTER -

REEM RS HHE
EN/NSIE - WAL

An independent valuation company with
appropriate recognised professional qualifications

is engaged to value the derivative financial
instruments at each financial reporting period.
Appropriate valuation methods and assumptions
with reference to market conditions existing at
each financial reporting period to determine the
fair value of the derivative financial instruments
are adopted. The basis for determining the fair
value is disclosed in notes 17, 20 and 25.
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(Expressed in Hong Kong dollars unless otherwise indicated LA THIR * B BB FTHEIN)

34. FINANCIAL RISK MANAGEMENT AND FAIR
VALUES OF FINANCIAL INSTRUMENTS

(continued)

(f) Fair value measurement (continued)

(ir)

Fair value of financial assets and liabilities
carried at other than fair value

The carrying amounts of the Group's financial
instruments carried at amortised cost are not
materially different from their fair values as
at 31 December 2020 and 2019 except for
the convertible bonds. As at 31 December
2020, the fair value of the convertible bonds
amounted to approximately HK$325,337,000
(2019: HK$326,277,000) which is categorised
into Level 2 (2019: Level 2) fair value
measurements.

35. COMMITMENTS

As at 31 December 2020, the Group had commitments
which are contracted but not provided for in respect of

the acquisitions of gold mining and exploration rights
amounted to approximately HK$Nil (2019: HK$13,985,000)
and of fixed assets amounted to approximately
HK$93,806,000 (2019: HK$86,792,000). Investment in
unlisted equity investment funds of HK$35,646,000 (31
December 2019: HK$43,644,000).
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

RE U BRRME

(Expressed in Hong Kong dollars unless otherwise indicated LABTTIIR @ Br S HFTIEIN)

36. RELATED PARTY TRANSACTIONS

(a)

During the year, in additions to those disclosed
elsewhere in the consolidated financial statements.
the Group had the following related party
transactions:

)

Munsun Assets Management Ltd (“Munsun
Assets”) and Tai Ning Investment Holdings
Limited (“Tai Ning”) (collectively the “Joint
Lenders”) jointly granted a loan of HK$300
million (the “Joint Loan”) to the Group in
2016. The Joint Loan was charged at an
interest rate of 9% per annum, unsecured
and repayable in January 2019. Tai Ning is
wholly-owned by Mr. Liu Liyang (Mr. Liu) who
was appointed as the executive director and
the chairman of the Company on 13 October
2015 and 6 September 2017 respectively and
resigned as the chairman and the executive
director on 5 September 2018 and 24 October
2018 respectively. The Company’s executive
director, Mr. Zhang Lirui (“Mr. Zhang”), and
an ex-executive director of the Company Mr.
Li Xianghong ("Mr. Li"), (who was appointed
as the executive director of the Company
on 10 July 2015 and the chairman and the
chief executive director on 7 August 2015
and resigned all above posts on 31 August
2017), holds approximately 18.3% and 31.6%
respectively equity interest in Munsun Assets.
During the year ended 31 December 2018,
the Company entered into a loan novation
agreement and a supplemental loan novation
agreement (collectively the “Loan Novation
Agreements”) with the Joint Lenders and
incoming lenders (the “Incoming Lenders”).
Pursuant to the Loan Novation Agreements,
the Joint Loan together with accrued interest in

36. BEALRS

RERN  BREAMBHREEM
MAFIRBEEIN - NEBEST
THREATRS :

(a)

(i)

RZTE—RF  BERE
EERERAE ([EE
BE]) EREREER
BRAA([HRE]) (&
[P IR A ) B T
MASBERE—%300
BEBITHER (5
EER]) - BEERIR
FREI%E  BE
BHR - WERZZ—N
F—AEE TEHRD
hBEE(BlEE) (D
MR -—_ZE—RE+A+
—HERZZE—tFNA
NEEZEABARQFH
TEERETFEURD A
R=ZZE—NFHhLAAA
rFZE-NFE+A=+
EBEERERNITE
B)2EHEAR - ARFEH
TEFRMEG & (IR
S ) RARRRBIALIT
BEEFMBELE ([FE
N (R-ZE—HF+
A+REZFEAEARNF
WITEE RNZZE—1
FNALtHEZEIAE
ERBHITES - IR
—E—+FNA=1+—
HBHE Ll Fra BT -
DHBFEBEEREEN
18.3% 5.31.6% A% #E o
REBEZE-ZFT-N\F+=
A=+—HLFE &
A m) ELEE PR R
BB A ([ #EEBBRK
AN ERFE =
B EREEHE (5
BIEXREBEHZE] -
BEERESHE -

NAEIRAEERRAZ

& R

n
2 FF

al|

i

i
Ik
A
| HE
i

R

it

247



248

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e MR RRME

(Expressed in Hong Kong dollars unless otherwise indicated LA L3R + 5

AFtE5M)

36. RELATED PARTY TRANSACTIONS (continued)

(a)

(continued)

)

(continued)

an aggregate amount of approximately
HK$325 million owed by the Company to
the Joint Lenders was novated to each of the
Incoming Lenders which included an amount
of HK$11,274,000 to Tai Ning (“Tai Ning
Loan”), an amount of HK$53,018,000 to Mr.
Zhang (“Mr. Zhang Loan") and an amount of
HK$10,840,000 to Mr. Li (“Mr. Li Loan") and
an aggregate amount of HK$250,069,000
to other independent Incoming Lenders
(collectively, the “Loans”). The Loans were
charged at an interest rate of 9% per annum,
unsecured and repayable in January 2019
which were kept unchanged with these terms
of the Joint Loan. The Group recognised
interest on the Joint Loan of HK$nil (2018:
11,984,000), Tai Ning Loan of HK$nil (2018:
HK$274,000), Mr. Zhang Loan of HK$nil
(2018: HK$1,290,000) and Mr. Li Loan of
HK$nil (2018: HK$264,000) respectively in the
consolidated income statement during the year.
On 21 June 2018, the Company and certain
underwriters, including all Incoming Lenders,
entered into the Underwriter Agreements to
set-off the subscription price payable under the
Rights Issues by the Incoming Lenders against
the Loans. The Rights Issue and the Set-off has
completed on 27 September 2018 (further
details are set out in note 28(b)(iv)).
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

RE U BRRME

(Expressed in Hong Kong dollars unless otherwise indicated LABTTIIR @ Br S HFTIEIN)

36. RELATED PARTY TRANSACTIONS (continued)

(@) (continued)

(ii)

(iii)

During the year, Mr. Zhang Lirui (an executive
director of the Company) and Mr. Liu Liyang
(who was appointed as an executive director
of the Company on 13 October 2015 and
resigned on 24 October 2018) and their
spouses, Mr. Yi Shuhao (chairman and an
executive director of the Company) and certain
senior management staff of the subsidiaries of
the Group have provided certain joint personal
guarantees at Nil consideration, for bank
and other borrowings granted to the Group
amounted to an aggregate of approximately
HK$381 million at 31 December 2020 (2019:
HK$294 million) (note 24(a)&(b)).

During the year, Mr. Zhang Lirui has provided
personal guarantee at Nil consideration, for
bank and other borrowings facilities granted to
the Group amounted to HK$55 million at 31
December 2020 (2019: HK$49 million).
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e MR RRME

(Expressed in Hong Kong dollars unless otherwise indicated LS TAIR » Bk BB FTIESN)

36. RELATED PARTY TRANSACTIONS (continued)

(a)

(continued)

(iv)

On 21 June 2018, the Company entered into
an underwriting agreement (the “Underwriting
Agreement”) with certain underwriters for
the proposed rights issue of not less than
5,003,075,640 rights shares and not more
than 5,045,075,640 rights shares (the “Rights
Shares”) at the subscription price of HK$0.22
per rights share on the basis of 6 rights
shares for every 1 existing issued share of the
Company (the “Rights Issue”). The aggregate
subscription price for the Rights Issue will be
not less than approximately HK$1,101 million
and not more than approximately HK$1,110
million. Details of the Rights Issue are set out
in the Company’'s announcements between 21
June 2018 and 26 September 2018 and the
Company'’s circular dated 3 August 2018 and
the prospectus dated 4 September 2018.

Mr. Liu Liyang (“Mr. Liu”), the former executive
Director and the chairman of the Board,
through Tai Ning Investment Holdings Limited
and his personal interest, was interested in
21,482,343 Shares (representing approximately
2.58% of the issued share capital of the
Company as at 23 August 2018); Mr. Zhang
Lirui ("Mr. Zhang”), an executive Director, was
interested in 2,584,169 Shares (representing
approximately 0.31% of the issued share
capital of the Company as at 23 August 2018).
Under the listing rules, Mr. Liu and Mr. Zhang
are the connected persons of the Company
and they are required to abstain in favour
of from voting on the resolution in relation
to the approval of the Rights Issue and the
Underwriting Agreement. The Rights Issue and
the Increase Authorised Share Capital have
been approved by the shareholders of the
Company at the Company’s special general
meeting on 23 August 2018. The Rights Issue
transaction was completed on 26 September
2018.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

RE U BRRME

(Expressed in Hong Kong dollars unless otherwise indicated LABTTIIR @ Br S HFTIEIN)

36. RELATED PARTY TRANSACTIONS (continued)

(a) (continued)

(v)

In addition to the transactions detailed above,
the Group had the following transactions and
balances with related parties during the year
ended 31 December 2020 and 2019:

Related parties transactions:

1. Liu Shiwei
WAL

Interest expenses
of providing
financial assistance

RUIMBEER 2 MR

Shenzhen Rui Ying
Equity Investment
Fund Management
Co., Ltd.*

AIEBRERERES

EEERAT
Koo Yuen Kim

tEE

Shenzhen Rui
An Jian Investment
Fund Partnership
(Limited Company)*

£H
2. Grace Silver Limited Interest expenses
B BRAF of providing
financial assistance
REFBEEB 2 FE
=95t
Easyhome Interest expenses
Financial Holding of providing
Co., Ltd. * financial assistance
BARZE T REFBER S
ERBR AT -3

Interest expenses
of providing
financial assistance
REFBER 2 HE
M

Interest expenses
of providing
financial assistance
RHEMBER 2 FE
£H
Interest expenses
of providing
financial assistance

RUM AR 2 S

AMmELEREEE BR

ARER (BRAR)
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(a)

Notes

it
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
R IS AR MY RE

(Expressed in Hong Kong dollars unless otherwise indicated LA THIR * B BB FTHEIN)

36. RELATED PARTY TRANSACTIONS (continued) 36. FEANLRE ()

(@) (continued) (a) (#&)
(v)  (continued) v) (&)
Outstanding balances with related parties: A 5 1 RERER
2020 2019
—BoERFE T NF
Notes HK$’000 HK$’000
LiE=3 FET FHET
1. Liu Shiwei Other Borrowing?* (1) 7.210 10,190
ML H &3
Interest Payable (1) 904 229
FEFTFIE
2. Easyhome Financial Other Borrowing* (2) 104,526 82,116
Holding Hi g
Co., Ltd.* Interest Payable ) 1,771 10,388
BARZKXER FERI A
ZRAIR AR
3.  Shenzhen Rui Other Borrowing* (3) = 280
Ying Equity H &3
Investment Fund Interest Payable (3) 1 4
Management R FIE
Co., Ltd.*
R EEREREES
EEBRAA
4. Koo Yuen Kim Other Borrowing* (4) 100,000 100,000
Epika Hi g
Interest Payable (4) 15,325 7,804
FERIAE
5.  Shenzhen Rui An Other Borrowing* (5) 100,096 94,281
Jian Investment Fund ~ H i E k*
Partnership Interest Payable (5) 35,023 18,611
(Limited Company)*  JEfFI8
RYTMELRIEE
ESeRhE
(BRAR])
*  The English name is for identification purpose e B RTBERER 2
only. A
# Total loan from related parties is i REBEBEALTZER
HK$311,832,000 (2019: HK$286,867,000). #4458 4311,832,000
BLT(ZE—h&F:

286,867,000/ 7T) ©
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
wrE B IS AR MY aE

(Expressed in Hong Kong dollars unless otherwise indicated LABTTIIR @ Br S HFTIEIN)

36. RELATED PARTY TRANSACTIONS (continued)

(a)

(continued)

(v)

(conti

Notes:

(M

nued)

As at 31 December 2020 and 2019, Mr. Liu
Shiwei (“Mr. Liu SW") holds 18,273,859 (2019:
365,477,181) Shares by virtue of his personal
interest. Ms. Guan Yuyan, being Mr. Liu's
spouse, has interest of 65,251,940 (2019:
1,305,038,799) Shares in the Company via her
wholly-owned controlled corporation namely
Grace Silver Limited. Accordingly, Mr. Liu is
also taken to be interested in 65,251,940
(2019: 1,305,038,799) Shares via his spouse.
Accordingly, as at 31 December 2020 and
2019, Mr. Liu SW is deemed to be interested
in approximately 28.11% and 28.14%,
respectively of the issued share capital of the
Company.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
R IS AR MY RE

(Expressed in Hong Kong dollars unless otherwise indicated SA/&7T17R +

R A B FTIESM)

36. RELATED PARTY TRANSACTIONS (continued)

(@) (continued)

(v) (continued)

Notes: (continued)

(M

(continued)

On 1 March 2018, Mr. Liu SW granted loans
of HK$80 million to the Group. On 24 May
2018, Grace Silver Limited granted loans
of HK$329 million to the Group. The loan
from Mr. Liu SW (“Mr. Liu SW Loans"”) was
charged at interest rate of 7.5% per annum.
The loans from Grace Silver Limited (“Grace
Silver Loans”) were charged at interest rates of
12% and 15% per annum. These loans were
unsecured and have repayment terms ranged

from 3 months to 1 year.

Part of the Mr. Liu SW Loans of HK$40 million
and part of the Grace Silver Loans of HK$287
million were set off with the subscription price
payable by Mr. Liu SW and Grace Silver Limited
in Rights Issue, respectively in September
2018.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
wrE B IS AR MY aE

(Expressed in Hong Kong dollars unless otherwise indicated LABTTIIR @ Br S HFTIEIN)

36. RELATED PARTY TRANSACTIONS (continued)

(@) (continued)

(v)  (continued)

Notes: (continued)

(M

(continued)

On 7 December 2018, 19 December 2018,
24 September 2019, 30 September 2019
and 1 April 2020, Mr. Liu SW granted loans,
of HK$14 million in aggregate to the Group.
The loans, were charged at an interest rate
of 7.5% per annum, unsecured and has a
repayment term of 1 year to 2 years.

Settlements to Mr. Liu SW in HK$3.98 million,
HK$12.8 million and HK$30 million were
made during the year ended 31 December
2020, 2019 and 2018 respectively.

Settlements to Grace Silver Limited in HK$4
million and HK$38 million were made during
the year ended 31 December 2019 and 2018
respectively.

The above loans are fully exempted connected
transactions under Chapter 14A of the Listing
Rules.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e MR RRME

(Expressed in Hong Kong dollars unless otherwise indicated LABTTIIR @ BR

BB

36. RELATED PARTY TRANSACTIONS (continued)

(@) (continued)

(v) (continued)

Notes: (continued)

)

Easyhome Financial Holding Co., Ltd and
China Home Hong Kong Limited are wholly-
owned by Beijing Easyhome Investment
Holding Group Co., Ltd. China Home Hong
Kong Limited directly holds 32,153,054 (2019:
643,061,087) Shares of the issued share
capital of the Company. Beijing Easyhome
Investment Holding Group Co., Ltd. is deemed
to hold 32,153,054 (2019: 643,061,087)
Shares, representing 10.82% and 10.83% of
the issued share capital of the Company as at
31 December 2020 and 2019.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

36. RELATED PARTY TRANSACTIONS (continued)

(a)

(continued)

(v)

(continued)

Notes: (continued)

@)

(continued)

On 15 June 2018, Easyhome Financial Holding
Co., Ltd granted a loan of HK$ 228 million
to the Group. The loan was charged at an
interest rate of 10% per annum, unsecured
and has a repayment term of 1 year or payable
on demand. A settlement of HK$82 million
was made during the year ended 31 December
2020 (no settlements made in year ended 31
December 2019).

On 1 November 2020, Easyhome Financial
Holding Co., Ltd granted a loan of HK$105
million to the Group. The loan was charged at
an interest rate of 10% per annum, unsecured

and has a repayment term of 1 year.

The above loan is a fully exempted connected
transaction under Chapter 14A of the Listing
Rules.

)
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(@) (continued)

(v) (conti

Notes:

®3)

B SAME)

36. RELATED PARTY TRANSACTIONS (continued)

nued)

(continued)

Shenzhen Rui Ying Equity Investment
Fund Management Co., Ltd. is wholly and
beneficially owned by Grace Sliver Limited, a
substantial shareholder of the Company since
September 2018.

On 28 November 2019, Shenzhen Rui Ying
Equity Investment Fund Management Co.,
Ltd. granted a loan of HK$0.3 million to the
Group. The loan was charged at an interest
rate of 15% per annum, unsecured and has
a repayment term of 3 months. The loan
was fully settled during the year ended 31
December 2020.

The above loan is a fully exempted connected
transaction under Chapter 14A of the Listing

Rules.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
wrE B IS AR MY aE

(Expressed in Hong Kong dollars unless otherwise indicated LABTTIIR @ Br S HFTIEIN)

36. RELATED PARTY TRANSACTIONS (continued)

(a)

(continued)

(v)

(continued)

Notes: (continued)

)

Mr. Koo Yuen Kim holds 29,762,947 (2019:
595,258,945) Shares by virtue of his personal
interest and 804,339 (2019: 16,086,782)
Shares through his wholly owned corporation
Golden Eagle (Asia) Investment Limited. Mr.
Koo Yuen Kim is deemed to be interested
in 10.29% and 10.30% of the issued share
capital of the Company as at 31 December
2020 and 2019.

Mr. Koo Yuen Kim was one of underwriters of
the Rights Issue of the Company completed
on 26 September 2018. Upon the completion
of Rights Issue, Mr. Koo Yuen Kim became a

substantial shareholder of the Company.
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(Expressed in Hong Kong dollars unless otherwise indicated LA THIR * B BB FTHEIN)

36. RELATED PARTY TRANSACTIONS (continued)

(@) (continued)

(v) (continued)

Notes: (continued)

)

(©)

(continued)

On 1 March 2019, Mr. Koo Yuen Kim granted
loans of HK$100 million to the Group. The
loan was charged at an interest rate of 7.5%
per annum, unsecured and has a repayment

term of 1 year or payable on demand.

The above loan is a fully exempted connected
transaction under Chapter 14A of the Listing
Rules.

Shenzhen Rui An Jian Investment Fund
Partnership (Limited Partnership) is 50%
indirectly owned by Grace Sliver Limited, a

substantial shareholder of the Company.

On 22 February 2019, Shenzhen Rui An
Jian Investment Fund Partnership (Limited
Partnership) was novated a loan of HK$100
million in Principal, together with accrued
interest. The loan was charged at an interest
rate of 15% per annum, unsecured and has
a repayment term of approximately 1 year or

payable on demand.

The above loan is a fully exempted connected
transaction under Chapter 14A of the Listing
Rules.

BAY AREA GOLD GROUP LIMITED
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

RE U BRRME

(Expressed in Hong Kong dollars unless otherwise indicated LABTTIIR @ Br S HFTIEIN)

36. RELATED PARTY TRANSACTIONS (continued)

(b) Key management personnel
remuneration

Remuneration for key management personnel,
including amounts paid to the Company’s directors
and certain of the highest paid employees as
disclosed in notes 9 and 10 is as follows:

Short-term employee benefits HEEERF
Post-employment benefits BERAR A

37. ACCOUNTING ESTIMATES AND

JUDGEMENTS

The preparation of consolidated financial statements in
conformity with HKFRSs requires management to make
judgements, estimates and assumptions that affect the
application of policies and reported amounts of assets,
liabilities, income and expenses. The estimates and
associated assumptions are based on historical experience
and various other factors that are believed to be
reasonable under the circumstances, the results of which
form the basis of making the judgements about carrying
amounts of assets and liabilities that are not readily
apparent from other sources. Actual results may differ
from these estimates.

The estimates and underlying assumptions are reviewed
on an ongoing basis. Revisions to accounting estimates are
recognised in the period in which the estimate is revised
if the revision affects only that period, or in the period of
the revision and future periods if the revision affects both
current and future periods.
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(Expressed in Hong Kong dollars unless otherwise indicated JA/&7T5!

IR - B BEFHE)

37. ACCOUNTING ESTIMATES AND
JUDGEMENTS (continued)

The method, estimates and judgements that are used
in applying the Group’s accounting policies have a
significant impact on the Group's financial position and
operating results. Some of the accounting policies require
the Group apply estimates and judgements on matters
that are inherently uncertain. Certain critical accounting
judgements in applying the Group’s accounting policies
are described below.

(@) Mining rights and mining structures

Mining rights and mining structures are amortised
or depreciated over the estimated useful lives of the
mines, in accordance with the production plans of
the mines concerned, by using the unit of production
method based on the actual production volume over
the estimated total proven and probable reserves
of the ore mines. Proven reserves refer to the
economically mineable part of measured resources.
Probable reserves include economically mineable part
of indicated resources. The process of estimating
quantities of reserves is inherently uncertain and
complex. It requires significant judgements and
decisions 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. Reserve
estimates are based on current production forecasts,
prices and economic conditions. The directors exercise
their judgement in estimating the total proven and
probable reserves of the ore mines.

BAY AREA GOLD GROUP LIMITED
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

RE U BRRME

(Expressed in Hong Kong dollars unless otherwise indicated LABTTIIR @ Br S HFTIEIN)

37. ACCOUNTING ESTIMATES AND
JUDGEMENTS (continued)

(b)

(@

(d)

Renewal of mining rights

In the opinion of the directors of the Company, the
Group will be able to renew the mining rights with
the relevant authorities in the PRC continuously at
insignificant cost.

Depreciation and amortisation

Fixed assets, other than mining structures, are
depreciated on a straight-line basis over their
estimated useful lives, after taking into account
their estimated residual values. The Group reviews
annually the useful life of an asset and its residual
value, if any. Interests in leasehold land held for
own use under operating leases are amortised on a
straight-line basis over the shorter of the estimated
useful lives of the leased assets and the lease term.
Both the period and methods of amortisation are
reviewed annually. The depreciation and amortisation
expense for future periods is adjusted if there are
significant changes from previous estimates.

Valuation of inventories

Inventories are stated at the lower of cost and net
realisable value at the end of the reporting period.
Net realisable value is determined on the basis of
the estimated selling price less the estimated costs
necessary to make the sale. The directors estimate
the net realisable value for inventories based
primarily on the latest invoice prices and current
market conditions. In addition, the directors perform
an inventory review at each year end date and assess
the need for write down of inventories.
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37. ACCOUNTING ESTIMATES AND
JUDGEMENTS (continued)

(e) Impairments

In considering the impairment losses that may be
required for the Group’s intangible assets (including
goodwill), fixed assets, deposits paid for acquisition
of gold mining and exploration rights and fixed
assets, recoverable amounts of the assets need to be
determined. The recoverable amount is the greater
of the fair value less costs of disposal and the value
in use. It is difficult to precisely estimate fair value
less costs of disposal because quoted market prices
for these assets may not be readily available. In
determining the value in use, expected cash flows
generated by the asset are discounted to their
present value, which requires significant judgement
relating to items such as level of sales volume, selling
price and amount of operating costs. The Group
uses all readily available information in determining
an amount that is reasonable approximation of
recoverable amount, including estimates based
on reasonable and supportable assumptions and
projections of items such as sales volume, selling
price and amount of operating costs. Had different
parameters and discount rates been used to
determine the fair value or value in use of the these
assets, the Group's results of operations and financial
position could be materially different.

The Group determines whether goodwill is impaired
at least on an annual basis. This requires an
estimation of the value in use of the cash-generating
units to which the goodwill is allocated. Estimating
the value in use requires the Group to make an
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estimate of the expected future cash flows from the
cash-generating units and also to choose a suitable
discount rate in order to calculate the present
value of those cash flows. The carrying amount of
goodwill at 31 December 2020 was HK$nil (2019:
HK$7,225,000). Further details are disclosed in note

13(0).
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RE U BRRME

(Expressed in Hong Kong dollars unless otherwise indicated LABTTIIR @ Br S HFTIEIN)

37. ACCOUNTING ESTIMATES AND
JUDGEMENTS (continued)

(e) Impairments (continued)

()

An increase or decrease in the above impairment
losses would affect the operating results of the
Group in future years.

Loss allowance for trade, loans and
other receivables

The Group estimates the loss allowances for trade,
loans and other receivables by assessing the ECLs.
This requires the use of estimates and judgements.
ECLs are based on the Group’s historical credit loss
experience, adjusted for factors that are specific to
the debtors, and an assessment of both the current
and forecast general economic conditions at the
end of reporting period. Where the estimation is
different from the previous estimate, such difference
will affect the carrying amounts of these receivables
and thus the impairment loss in the period in which
such estimate is changed. The Group keeps assessing
the expected credit loss of trade, loans and other
receivables during their expected lives.

Impairment losses for bad and doubtful debts are
assessed and provided based on the directors’
regular review of ageing analysis and evaluation
of collectibility. A considerable level of judgement
is exercised by the directors when assessing the
credit worthiness and past collection history of each
individual customer.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
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(Expressed in Hong Kong dollars unless otherwise indicated LA THIR * B BB FTHEIN)

37. ACCOUNTING ESTIMATES AND
JUDGEMENTS (continued)

(9)

(h)

Fair value of derivative financial
instruments, financial assets at FVTOCI
and financial assets at FVTPL

The fair value of derivative financial instruments,
financial assets at FVTOCI and financial assets at
FVTPL that are not traded in active markets are
determined by using valuation techniques. Where
valuation techniques are used to determine fair
values, they are periodically reviewed. To the extent
practical, models use only observable data, however
areas such as credit risk, volatilities and correlations
require management to make estimates. Changes
in assumptions about these factors could affect
the fair values of derivative financial instruments
and financial assets at fair value through other
comprehensive income.

Income tax

Determining income tax provision involves
judgement on the future tax treatment of certain
transactions. The directors carefully evaluate tax
implications of transactions and tax provisions
are set up accordingly. The tax treatment of such
transactions is reconsidered periodically to take into
account all changes in tax legislations. Deferred tax
assets are recognised for unused tax losses and other
deductible temporary differences that it is probable
that future taxable profit will be available against
which the unused tax losses and other deductible
temporary differences can be utilised. The directors’
judgement is required to assess the probability of
future taxable profits, and the directors’ assessment
is constantly reviewed and additional deferred tax
assets are recognised if it becomes probable that
future taxable profits will allow the deferred tax
assets to be recovered.

BAY AREA GOLD GROUP LIMITED
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(Expressed in Hong Kong dollars unless otherwise indicated LABTTIIR @ Br S HFTIEIN)

37. ACCOUNTING ESTIMATES AND
JUDGEMENTS (continued)

(i)

()

(k)

Functional currency of the Company

The Company is carrying out its operating activities
and making management decisions in Hong Kong,
that is, raising finance in Hong Kong dollars and has
a significant degree of autonomy from its subsidiaries
in the PRC in the way its business is managed. In
the opinion of the directors of the Company, its
functional currency is Hong Kong dollars.

Environmental contingencies

During the year and up to the date of approval of
these consolidated financial statements, the Group
has not involved in any significant environmental
remediation at this initial stage of gold mining
activities and has complied with the existing
environmental legislation requirements. The PRC
government, however, may move further towards
more rigorous enforcement of applicable laws and
the adoption of more stringent environmental
standards. Under existing environmental legislation,
management believes that there are no probable
liabilities that will have a material adverse effect
on the financial position or operating results of the
Group for the current reporting period.

Stripping Costs in the Production Phase
of a Surface Mine

The Group is required to determine whether waste
removal costs (“stripping costs”) incurred during
the production phase of a property of a surface
mine provide improved access to a component of
an ore body that will be mined in a future period,
and whether the costs can be reliably measured.
The Group has to apply judgment when identifying
components of the mine over which stripping costs
are capitalised, estimate the average stripping ratio
for each component, and use judgment determining
the period over which the stripping activity assets is
amortised.

37. SaHEEH R HE (@)

(i) ADBzPEEE
ARRERBRFERLES
WHEHERRE  NWETE
B MBS HERERERT N
tREGERBARZEESE
BEXE - ARAEERR  H

() REIVEH

REARBEERFHE
RAER  AEETESERR
ABFIRRE BRI RS R AEFE
ARREHMREENERNART
EVIRIDEGIEK o AT - PEY
KU Rl BEE — P BAR AT T
R ZED - WERAE BERGE
ZIRIRIFLEE - RIBRITRIDA
> EEERETERLELS
HUARKERAHEHENIT S
AL L R EBEBRNNFF

BZR[E-

(k) FRRIELEEPEERAYRIBE

DN

AERE R ERHEE — EEREN
HER BB AR BB K
A(THBERA]) REESH
1P 5B 422 31 5 £ 2R 2 HA 8 P B Y
BERAEKED - URKERE
AR S25TE - RNEELRE
PR 1l 2R B 7 08 AN B R B
PSR AR SH AR AR BE 9D
fET SEERK A D 89 F 15 R
bb - 058 R B REE KBRS B

BEMEEIR -

EEZLEBERAQA
—E_ZEER

267



268

IR - B BEFHE)

38. LITIGATIONS

At the end of the reporting period, there are the following
litigations pending against the Group:

(@) Writ issued by Chance Talent
Management Limited against the
Company in Hong Kong

On 18 May 2020, the Company received a Writ of
Summons issued by Chance Talent Management
Limited (“Chance Talent") claiming for, inter alia,
a sum of HK$247,337,000 and its corresponding
interest.

Major allegations raised by Chance Talent against the
Group as set out in the Statement of Claim (included
in writ of summons) are as follows:—

it is alleged that the Company entered into
a loan agreement with Tai Ning Investment
Holdings Limited (“Tai Ning"”), a substantial
shareholder of the Company. Pursuant to the
purported loan agreement, Tai Ning agreed
to make available to the Company a loan of
up to HK$248,000,000 (“the Intercompany
Loan”).

it is alleged that Tai Ning and Chance Talent
entered into a note subscription agreement
dated 8 March 2016 (“Note Subscription
Agreement”) whereby Chance Talent
subscribed for notes issued by Tai Ning for a
consideration of HK$248,000,000. Additionally,
the Intercompany Loan was allegedly assigned
to the Chance Talent. The Group was not a
party to the above arrangements.

it is alleged that Chance Talent caused the
remittance of a sum of HK$247,337,000 as the
drawdown of the Intercompany Loan.
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(Expressed in Hong Kong dollars unless otherwise indicated LA TSR + Br 5B FATHEIN)

38. LITIGATIONS (continued)

(@) Writ issued by Chance Talent
Management Limited against the
Company in Hong Kong (continued)

On 13 August 2020, the Company filed its Defence
to Chance Talent's claim. The Company’s defence
argues that, inter alia:—

1. the Intercompany Loan was never drawn down
and that the sum received from Chance Talent
were consideration of a share subscription
agreement between the Company and Tai
Ning (the “Tai Ning Share Subscription
Agreement”) dated 29 January 2016 whereby
Tai Ning agreed to subscribe for the Group's
shares at a consideration of HK$248,000,000.
Shares were issued to Tai Ning after receipt
of said consideration. On 23 March 2016, the
Company issued and allotted 1,078,260,869
shares to Tai Ning.

2. The share subscriptions of Tai Ning were
well documented at the time. The Company
published an Announcement on 29 January
2016, held an Extraordinary General
Meeting on 12 March 2016, published an
Announcement on 30 March 2016 and made
relevant disclosure in the 2016 Annual Report
concerning the signing, the terms and the
completion of the Tai Ning Share Subscription
Agreement.

3. In contrast, there was no contemporaneous
corporate record in support of the alleged
Intercompany Loan.
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38. LITIGATIONS (continued)

(a)

(b)

Writ issued by Chance Talent
Management Limited against the
Company in Hong Kong (continued)

On 15 December 2020, Chance Talent filed an
Amended Statement of Claim which substantively
amended its original claim. Chance Talent alleges
that, inter alia, although the Company is not a
party to the Note Subscription Agreement, it has
knowingly received the funds from Chance Talent
dishonestly assisted Tai Ning in breaching its fiduciary
owed by Tai Ning to Chance Talent.

On 23 February 2021, the Company filed its
Amended Defence denying all allegations advanced
by Chance Talent in the Amended Statement of
Claim and maintaining its original defence as set out
above.

As at the date of this report, the case is still ongoing.

Writ issued by Ms. Yan Nan against the
Company in Hong Kong

On 11 May 2020, the Company received a Writ of
Summons indorsed with a Statement of Claim issued
by Ms. Yan Nan (“Ms. Yan") against the Company.
Ms. Yan claims for immediate repayment of bond
with a principal of HK$5,000,000 (the “"Bond”) and
outstanding interest. This bond was included in other
borrowings of the Group at 31 December 2020 (note
24). Ms. Yan alleges that an event of default was
triggered on the purported basis that the Company
was unable to repay its debts.

On 17 August 2020, the Company filed its Defence.

Ms. Yan has yet to file its Reply to the Company’s
Defence. As at the date of this report, the case is still
ongoing.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

RE U BRRME

(Expressed in Hong Kong dollars unless otherwise indicated LABTTIIR @ Br S HFTIEIN)

38. LITIGATIONS (continued)

The directors of the Company have obtained legal opinion
regarding these two legal cases and considered that
the Group has meritorious defence and will continue to
contest the proceedings in court. Accordingly no provisions
for these litigations is considered necessary to be made in
the consolidated financial statements.

39. NOTES TO THE CONSOLIDATED
STATEMENT OF CASH FLOWS

Changes in liabilities/(assets) arising from
financing activities

Bank and
other Convertible
borrowings bonds
BITR MER
&R &%
HK$'000 HKS'000
AT TEx
At 1 January 2020 W=E-TE-A—-H 3,241,289 328,193
Changes from financing REREREEY
cash flows
Net proceeds from new bank MERT R
and other borrowings BN HETE
et 373,872 -
Repayment of bank and EERITR
other borrowings EER (532,005) =
Repayment of lease labilities BEREARE = =
Decrease in pledged deposits BERERRD - -
Finance costs paid B REERAR (160,598) (28,048)

38. FFEA (4)

RAREREHEMRERMBERI
BxrEER  URBAEBRERD

BREkeBETEERELTAE - B

I AR RER AL &S ER
A ERAMEL R -

39. MEBERERMET

REMEED AN
(&%) 2

Other
Lease Accrued  financing
liabilities interests  activities”
HE JEf Hff Total
af Mg REER” &t
HK$'000  HKS$'000  HKS'000  HKS'000
TE7 TE7 TE7 TE7

7,736 201,658 314,664 4,093,540

= = = 373,872

- - - (532,005)
(3,390) - - (3,390)

- - 34,599 34,599
(14,644) = (203,290)

(318,731) (28,048)

(3.390) (14,644) 34,599 (330,214)
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e MR RRME

(Expressed in Hong Kong dollars unless otherwise indicated LA THIR * B BB FTHEIN)

39. NOTES TO THE CONSOLIDATED
STATEMENT OF CASH FLOWS (continued)

Changes in liabilities/(assets) arising from

30. MEBREFERMEE &)

REMETHEE

financing activities (continued) (BEE) &8 (®)
Bank and Other
other Convertible Lease Accrued  financing
borrowings bonds liabilities interests  activities”
BITR TaR HE JEft Hit Total
Hth & &% g Mg  REER” &t
HKS 000 HKS 000 HKS 000 HKS 000 HKS 000 HKS$ 000
FET A% FET FET FET FET
Fffect of foreign exchange ExZH 72
rate changes 141,139 - (109) 25,185 5,770 171,985
Interest expenses MEXHE 160,598* 46,127 220 161,075 - 368,020
Conversion of Convertible bonds BRI ES - (588) = = = (588)
Termination of lease liabilities RIEHEERE - - (4,139) - - (4,139)
Recognition of lease liabilities AHEEEE - - 2,051 - - 2,051
Fair value gain on derivative fTEemIA
finandial instruments AT E%NE = (29,090) = = = (29,090)
At 31 December 2020 RZT-TE
TZA=t+-H 3224295 316,59 2369 373274 355033 4,271,565

BAY AREA GOLD GROUP LIMITED
Annual Report 2020



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
RE U BRRME

(Expressed in Hong Kong dollars unless otherwise indicated S TTHI7R + Br BB FTHEIN)

39. NOTES TO THE CONSOLIDATED 39. REREREBRMTE (B
STATEMENT OF CASH FLOWS (continued)
Changes in liabilities/(assets) arising from REMETH ARG
financing activities (continued) (EE) 28 (@)
Bank and Other
other  Convertible Lease Accrued financing
borrowings bonds liabilities interests activities™
FITR AR ik FEf Hfty Total

R iz &% de  mEzEe AY
HKS$'000 HKS$ 000 HK$ 000 HK$ 000 HKS$ 000 HKS'000
FET  FET  TET  TET  FER  TET

At 31 December 2018 RIZ-N\F
+-A=+-H 3,249,191 330,162 - 87,866 318,431 3,985,650
Impacts of adopting HKFRS 16 SRAVE B 53R 8
F16MLTE - - 25,007 - - 25,007
At 1 January 2019 RIZ-NE
—-A-A 3,249,191 330,162 25,007 87,866 318,431 4,010,657
Changes from financing pERERER
cash flows
Net proceeds from new bank MERIT R
and other borrowings B R0
et 438,851 - - - - 438,851
Repayment of bank and ERBIR
other borrowings EER (447,243) = = = - (7283
Repayment of lease liabilities EBEHEAR - - (8,526) = = (8,526)
Increase in pledged deposits BEAETEMN - - - = (5,645) (5,645)
Payment for the 2021 T F
Convertible Bonds RESSHEMH
Restructure - (2,077) - - - (2,077)
Finance costs paid BB (48,765 (32,361) - (113,950) - (195,076)

(57,157) (34,438) (8,526)  (113,950) (5,645 (219,716)
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e MR RRME

(Expressed in Hong Kong dollars unless otherwise indicated LA THIR * B BB FTHEIN)

39. NOTES TO THE CONSOLIDATED
STATEMENT OF CASH FLOWS (continued)

Changes in liabilities/(assets) arising from

39. MERERERMT &)

REMETE2EE

financing activities (continued) (BEE) &8 (®)
Bank and Other
other  Convertible Lease Accrued financing
borrowings bonds liabilities interests activities™
BITR 3R HE fEft Afty Total
A& &5 A Mg REED” CH
HK$ 000 HK$ 000 HK$ 000 HK$ 000 HK$ 000 HK$ 000
AT T T T T TAT
Effect of foreign exchange ExEH, 72
rate changes (43,772) - - (2,639) 1878 (44,533)
Interest expenses HEZH 93,027* 32,468 1,502 230,381 = 357,378
Conversion of Convertible bonds &R AR ES = (11,169) = = - (11,169)
Termination of lease liabilities BIHREARE - = (20,027) = = (20,027)
Recognition of lease liabilities BRHEAR = = 9,780 = = 9,780
Loss on the 2021 Convertible i Sabc AP
Bonds Restructure REFERER - 78,648 - - - 78,648
Fair value gain on derivative fTEERIA
financial instruments NEKE - (67,478) - - - (67,478)
At 31 December 2019 RZE-NF
+-A=+-H 3,241,289 328,193 7,736 201,658 314,664 4,093,540
g Representing amortisation of financing transaction costs. o RRBER KA 2B o

o HMBERBRRKEBMELY
ZEE  BREEERER  #HK
MR AZRE MR 2 &
B HITRAR2EZM -

*%*  Other financing activities are financing assets arising from
financing activities, including cash flows and non-cash
changes in pledged deposits, Rights Issue and finance cost,
which is for illustration purpose only.

BAY AREA GOLD GROUP LIMITED
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

RE U BRRME

(Expressed in Hong Kong dollars unless otherwise indicated LABTTIIR @ Br S HFTIEIN)

40. EVENTS AFTER THE REPORTING PERIOD

The Group had the following significant events occurred
subsequent to the end of the reporting period and up
to the date of approval of these consolidated financial
statements:

(@ InJanuary 2020, the Group and a third party entered
into an agreement under which the third party has
agreed to acquire 100% equity interests in certain
subsidiaries of the Company, namely Hongkong
Bay Asset Management Limited and Hongkong Bay
Securities Limited for the aggregate consideration
amounting to a maximum of HK$23.1 million, of
which deposits of approximately HK$17,633,000
were received by the Group (note 23(a)).

Under the terms of the agreement, if the conditions
specified therein have not been satisfied on or before
the day falling 12 months after the date of the
agreement (“Long Stop Date”), or such later date as
the parties may agree, the agreement shall cease and
neither party shall have any obligations and liabilities
towards each other save for any antecedent claims.

On 22 January 2021, the Group and the Purchaser
entered into a letter of confirmation extending
the Long Stop Date to 22 January 2022 with all
other terms of the agreement remain unchanged.
Completion of the disposed of the subsidiaries has
not taken place up to date of approval of these
consolidated financial statements.

Details of the transactions are set out in the
Company’s published announcement dated 23
January 2020.

40. HEMRER

AEBRRERRRE KB EZFL
EUBHmRERBRETIEARS
I8 :

(a) M-ZE-_ZTF—H K&EEH
—RE=FRIM g B
ZEZHERENZS23.18
EATHRREWERARS
FHBLR (AIBEEEEE
ERAFRIRBEZLFERA
a) M2 PR/E - HPiReL
17,633,000 7T B3 78 &< [ L B
(FEE23(a)) °

U AT S )i EAE
®12fEA8 ([HREBLLAH])
2 B2 AR #0377 Al BE 17
TE 2 BIE B R AREX B ERT
RN - BREmESEL - B
RI AT RS R AR &
BREME - HEEROENER
BRO ©

RZFZ—F—HA=+=8H"
REEHEE FEITERE - 5
BEBRELAPERE T ——
F—A-+—-H WEZHhE
HM g Te - EEigE
ZEFEVBmEABE - W&
TR EMBAT -

ZERGNFBIHNRAARE
HEHEHA—SE_TEF—H =

+=ZHHRE -
EEZLEBERAQA
—E_ZEER

279



276

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e MR RRME

(Expressed in Hong Kong dollars unless otherwise indicated LA THIR * B BB FTHEIN)

40. EVENTS AFTER THE REPORTING PERIOD

(continued)

(b)

On 24 February 2021, an investor (the “Investor”)
has entered into the an agreement (“Capital
Injection Agreement”) with certain subsidiaries
of the Company, namely Kong Chun Hong Kong
Limited (“Kong Chun”), Zhuhai Munsun Asset
Management Co., Ltd (“Zhuhai Munsun) and
Luanchuan County Luanling Gold Mine Co., Ltd.
("Target Company”), pursuant to which the Investor
has conditionally agreed to make the capital injection
of RMB240,000,000 (equivalent to approximately
HK$288,048,000) to a subsidiary of the Company, of
which RMB100,000,000 was received by the Group
(note 23(e)).

A special general meeting (“SGM") is required to
be convened by the Company’s shareholders to
approve, among other matters, the Capital Injection
Agreement. Up to the date of approval of these
consolidated financial statements, the special general
meeting is yet to be commenced and completion
the of the capital injection to the subsidiary has not
taken place.

BAY AREA GOLD GROUP LIMITED
Annual Report 2020
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FIVE YEARS SUMMARY
hERE

(Expressed in Hong Kong dollars SAE TSR )

2016 2017 2018 2019 2020
“ENF Rt ZF0\F ZT-NF 0 CRCER
HK$ 000 HK$ 000 HKS'000  HKS'000  HKS'000
TAT TETL TAT TEL TR

ASSETS AND LIABILITIES EERER
Total assets BeE 13493195 13,591,807 12,683,081 12,156,016 10,087,325
Total liabilities BEE (6,252,106)  (6,381,927)  (4,958253)  (5124,732)  (5,685910)
Net assets EETE 7,241,089 7,209,380 7724828 7,031,284 4,401,415

Equity attributable to NGTE 2PN
the owners of the Company EfEES 7,241,089 7,209,880 7,724,828 7,031,284 4,401,415
2016 2017 2018 2019 2020
TN Rt E\§ ZE-hE ZBIER
HK$ 000 HK$ 000 HK$ 000 HK$ 000 HKS'000
TET TET AT FET FA%

RESULTS &

Revenue W 766,654 838,305 813,901 1,040,044 1,453,472
Loss before taxation BERER (407,139) (371,678) (456,005) (655,426) (2,901,912
Income tax (expense)/credit FieH (Bx)/#4 (12,012) (18,512) (10,330) 24,094 (5,563)
Loss for the year rEEER (419,151) (390,190) (466,335) (631,332)  (2,907,475)
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CORPORATE INFORMATION
QNAER

BOARD OF DIRECTORS
Executive Directors

Y| Shuhao (Chairman and Chief Executive Officer)
CHEN Sheng (Vice-Chairman)

ZHANG Lirui (Vice-Chairman)

YU Yong (resigned as Executive Director and

Deputy Chief Executive Officer on 20 January 2020)

WANG Baozhi
HUANG Zhiwei (appointed on 20 January 2020)

Non-Executive Director

HSU Jing-Sheng

Independent Non-Executive Directors

XIAO Rong Ge
ZHANG Tianyu
WONG Chi Yan

COMPANY SECRETARY

LEUNG Lai Seung (resigned on 19 October 2020)
SHIU Chi Tak Titus (@appointed on 19 October 2020)

AUTHORISED REPRESENTATIVES

YI Shuhao
LEUNG Lai Seung (resigned on 19 October 2020)
SHIU Chi Tak Titus (@ppointed on 19 October 2020)

EXECUTIVE COMMITTEE

Y| Shuhao (Chairman)
CHEN Sheng

ZHANG Lirui

WANG Baozhi
HUANG Zhiwei
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AUDIT COMMITTEE

WONG Chi Yan (Chairman)
XIAO Rong Ge
ZHANG Tianyu

REMUNERATION COMMITTEE

ZHANG Tianyu (Chairman)
Y| Shuhao
WONG Chi Yan

NOMINATION COMMITTEE

Y| Shuhao (Chairman)
ZHANG Tianyu
WONG Chi Yan

CORPORATE GOVERNANCE COMMITTEE

Y| Shuhao (Chairman)
WANG Baozhi

REGISTERED OFFICE

Clarendon House
2 Church Street
Hamilton HM11
Bermuda

PRINCIPAL PLACE OF BUSINESS IN HONG
KONG

Units 5&6, 17/F,

Convention Plaza Office Tower,
1 Harbour Road,

Wan Chai,

Hong Kong

CORPORATE INFORMATION
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Clarendon House
2 Church Street
Hamilton HM11
Bermuda
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CORPORATE INFORMATION
NAER

AUDITORS

CCTH CPA Limited
Certified Public Accountants

PRINCIPAL SHARE REGISTRAR AND TRANSFER
OFFICE

Conyers Corporate Services (Bermuda) Limited
Clarendon House

2 Church Street

Hamilton HM11

Bermuda

HONG KONG BRANCH SHARE REGISTRAR AND
TRANSFER OFFICE

Union Registrars Limited

Suites 3301-04

33/F., Two Chinachem Exchange Square
338 King's Road,

North Point, Hong Kong

PRINCIPAL BANKERS

In Hong Kong:
Bank of China (Hong Kong) Limited

In the PRC:
Ping An Bank
Bank of Communications

WEBSITE OF THE COMPANY

http://cpm.etnet.com.hk
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