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Hong Kong Exchanges and Clearing Limited and The Stock Exchange of Hong Kong Limited 
take no responsibility for the contents of this announcement, make no representation as to 
its accuracy or completeness and expressly disclaim any liability whatsoever for any loss 
howsoever arising from or in reliance upon the whole or any part of the contents of this 
announcement.
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山東黃金礦業股份有限公司

(a joint stock company incorporated in the People’s Republic of China with limited liability)

(Stock Code: 1787)

DISCLOSEABLE AND CONNECTED TRANSACTION
ACQUISITION OF 100% EQUITY INTEREST IN

THE TARGET COMPANY
AND ESTIMATED NEW DAILY CONNECTED TRANSACTIONS 

OF THE COMPANY AFTER THE ACQUISITION 
OF THE EQUITY INTEREST OF THE TARGET COMPANY

Independent Financial Adviser to the Independent Board Committee and 
the Independent Shareholders

(A) ACQUISITION OF THE TARGET COMPANY

INTRODUCTION

On 21 June 2019 (after trading hours), the Company entered into the Sale and 
Purchase Agreement with SDG Group Co., pursuant to which SDG Group Co. 
conditionally agreed to sell, and the Company conditionally agreed to purchase the 
100% equity interest in the Target Company at a consideration of RMB2,272,319,100. 
Upon Completion, the Target Company will be wholly-owned by the Company and 
the financial information of the Target Group will be consolidated into the financial 
statements of the Group.
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(B) ESTIMATED NEW DAILY CONNECTED TRANSACTIONS OF THE 
COMPANY AFTER THE ACQUISITION OF THE EQUITY INTEREST OF 
THE TARGET COMPANY

Reference is made to the Company’s annual report dated 25 April 2019 in relation to 
the Procurement and Sale Framework Agreement under the Connected Transactions 
section.

Upon Completion, the Target Group will become a member of the Group. As such, 
the Target Group's transaction with SDG Group Co. and/or its associates will become 
connected transactions of the Group. In contemplation for the Completion and the 
transactions contemplated thereunder, the Company has proposed new annual caps 
for the year ending 31 December 2019 for procurement of supplies, products and 
services, which will be revised from RMB1,300 million to approximately RMB2,300 
million. 

HONG KONG LISTING RULES IMPLICATION

As the highest applicable percentage ratio in respect of the Acquisition exceeds 5% but less 
than 25%, as calculated under Rule 14.07 of the Hong Kong Listing Rules, the Acquisition 
constitutes a discloseable transaction for the Company under Chapter 14 of the Hong Kong 
Listing Rules.

The Target Company is a connected person of the Company by virtue of the fact that (i) 
SDG Group Co. is the controlling Shareholder of the Company, directly and indirectly 
holding approximately 47.06% of the issued share capital of the Company; and (ii) the 
Target Company is a wholly-owned subsidiary of SDG Group Co., and hence an associate 
of the Company. Accordingly, the Acquisition also constitutes a connected transaction 
for the Company under Chapter 14A of the Hong Kong Listing Rules and is subject to 
reporting, announcement and Independent Shareholders’ approval requirements.

As all the relevant percentage ratios (as defined under Rule 14.07 of the Hong Kong Listing 
Rules) for the Revised Annual Caps for Procurement and Sale Framework Agreement 
are more than 0.1% but all the percentage ratios are less than 5%, the Revised Annual 
Caps for Procurement and Sale Framework Agreement is subject to the reporting and 
announcement requirements but is exempt from the Independent Shareholders’ approval 
requirement under the Hong Kong Listing Rules. However, according to the Shanghai 
Listing Rules and the Articles of Association, the Revised Annual Caps for Procurement 
and Sale Framework Agreement has to be submitted to the EGM for consideration and the 
Independent Shareholders’ approval.

The Directors, Mr. Li Guohong, Mr. Wang Lijun and Ms. Wang Xiaoling, also hold senior 
management positions in SDG Group Co., are deemed to have material interests in the 
Acquisition and have abstained from voting on the resolutions in relation to the Sale and 
Purchase Agreement proposed to the Board. Save as disclosed above, none of the Directors 
attended the Board meeting has a material interest in the Acquisition.
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The Independent Board Committee, comprising all the independent non-executive 
Directors, namely Mr. Gao Yongtao, Mr. Lu Bin and Ms. Hui Wing, has been established 
to consider the terms of the Sale and Purchase Agreement and the transactions 
contemplated thereunder. The Independent Financial Adviser has been appointed to advise 
the Independent Board Committee and the Independent Shareholders in this regard.

None of the members of the Independent Board Committee has any interest or involvement 
in the transactions contemplated under the Sale and Purchase Agreement. The Independent 
Board Committee will form its view in respect of the terms of the Acquisition after 
obtaining and considering the advice from the Independent Financial Adviser.

GENERAL

The EGM will be convened for the Independent Shareholders to consider and, if thought 
fit, to approve among other things, (1) the Sale and Purchase Agreement and the 
transactions contemplated thereunder and (2) estimated new daily connected transactions of 
the Company after the acquisition of the equity interest of the Target Company. Pursuant to 
14A.36 of the Hong Kong Listing Rules, any Shareholder who has a material interest in the 
Sale and Purchase Agreement shall abstain from voting to approve the Sale and Purchase 
Agreement and the Acquisition at the EGM. As at the date of this announcement, SDG 
Group Co., being the controlling Shareholder, directly or indirectly holds approximately 
47.06% of the issued share capital of the Company and is also the sole shareholder of the 
Target Company, will be required to abstain from voting on the relevant resolutions at the 
EGM accordingly. Save for SDG Group Co. and its subsidiaries, including Shandong Gold 
Non-ferrous Metal Mine Group Co., Ltd., Shandong Gold Geological Mine Exploration 
Co., Ltd., Shandong Gold Group Qingdao Gold Co., Ltd., and SDG (Beijing) Industry 
Investment Co., Ltd., as at the date of this announcement, to the best knowledge of the 
Directors, no other Shareholder would be required to abstain from voting thereat as no 
other Shareholder has any interest in the Sale and Purchase Agreement.

A circular containing, among other things, (i) information on the Acquisition; (ii) 
estimated new daily connected transactions of the Company after the acquisition of the 
equity interest of the Target Company; (iii) the recommendation of the Independent Board 
Committee in respect of the Acquisition; (iv) the advice of the Independent Financial 
Adviser regarding the terms of the Acquisition; and (v) other information as required under 
the Hong Kong Listing Rules, shall be despatched to the Shareholders after the publication 
of this announcement, that is, on or before 15 July 2019.
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(A) THE SALE AND PURCHASE AGREEMENT

On 21 June 2019 (after trading hours), the Company and SDG Group Co. entered into 
the Sale and Purchase Agreement.

Date

21 June 2019 (after trading hours)

Parties

(1) the Company, as the purchaser

(2) SDG Group Co., as the seller

Acquisition of the entire equity interest in the Target Company

Pursuant to the Sale and Purchase Agreement, SDG Group Co. has conditionally agreed 
to sell, and the Company has conditionally agreed to purchase the 100% equity interest 
in the Target Company at a consideration of RMB2,272,319,100.

Consideration

The consideration for the Acquisition payable by the Company under the Sale and 
Purchase Agreement is RMB2,272,319,100. The Company shall pay the consideration to 
SDG Group Co. within ten days from the completion date by cash in a lump sum.

The consideration payable under the Sale and Purchase Agreement was determined 
between the parties by reference to the market value of the entire equity interest 
attributable to the shareholders of the Target Company of RMB2,272,319,100 as at 
the valuation reference date of 31 March 2019, based on the valuation report issued 
by Beijing Pan-China Assets Appraisal Co., Ltd., an independent valuer with assets 
appraisal qualifications for the securities business.
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Conditions precedent

Completion is subject to, inter alia, the following conditions precedent being satisfied or 
waived (if applicable):

1. the obtaining of the approval in relation to the Sale and Purchase Agreement by the 
Board and the EGM pursuant to the Shanghai Listing Rules and Hong Kong Listing 
Rules, and

2. the performing of all required procedures by SDG Group Co. in respect of the 
Sale and Purchase Agreement and relevant matters pursuant to laws, regulations, 
the articles of association of SDG Group Co. and the articles of association 
of the Target Company and the obtaining of the all necessary resolutions and 
authorisation.

Completion

SDG Group Co. irrevocably agrees to proceed with completion of the transfer of the 
equity interest of the Target Company within ten working days after the conditions 
precedents are fulfilled. Completion will take place upon the completion of the business 
registration procedures of the change of the entire equity interest in the Target Company 
under the name of the Company.

Upon Completion, the Target Company will become a subsidiary of the Company and 
the financial results of the Target Group will be consolidated into the Group’s financial 
statements.

Profit or Loss for the Transition Period

In the period from the valuation benchmark date (ie. 31 March 2019) to the date 
of Completion (the “Transition Period”), SDG Group Co. shall be entitled to any 
increase in the net assets due to the realization of profits, or liable for reduction of the 
net assets due to operating losses. The parties agreed to conduct a supplementary audit 
on the Target Company’s equity interests for the Transition Period as at the date of 
Completion as the audit benchmark date, to determine the specific amount of profit or 
loss for the Transition Period that SDG Group Co. shall be entitled to or liable for. In 
order to determine which party shall make payment to the other party, it is agreed that 
the calculation will be based on the difference between (1) the audited book value of 
net assets as at the date of Completion and (2) the audited book value of net assets as 
at the valuation benchmark date (ie. 31 March 2019). If there is a positive balance, the 
Company shall pay SDG Group Co. the balance; if there is a negative balance, SDG 
Group Co. shall pay the Company for the balance. Such payment shall be settled within 
ten working days after the completion of the supplementary audit.
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Financial Position of the Target Company

According to the “Tian Yuan Quan Shen Zi No. [2019]001010” standard unqualified 
audit report prepared in accordance with China Accounting Standard for Business 
Enterprises issued by Beijing Tianyuanquan Certified Public Accountants (Special 
General Partnership) (“Beijing Tianyuanquan”), a company qualified to engage 
business relating to securities and futures, the main financial indicators for the latest 
year/period of the Target Company are consolidated as follows:

Unit: RMB’0000

Items
31 March 2019/

the first quarter of 2019
31 December 2018/

the year of 2018

Total assets 944,778.10 899,410.80
Total liabilities 742,040.54 695,634.95
Ownership interests 202,737.56 203,775.85
Ownership interests attributable to 

shareholders of parent company 200,862.55 201,770.64
Revenue 358,411.10 1,198,610.53
Total profit 178.80 21,983.88
Net profit –1,038.29 14,855.42
Net profit attributable to shareholders of 

parent company –908.09 14,836.27

 Unit: RMB’0000

For the year ended
31 December
2018 2017

audited audited

Net profit before tax 21,983.88 10,586.19
Net profit after tax 14,855.42 6,092.65

The original acquisition cost of the Target Group was approximately RMB2,631.5 
million (representing the paid-in registered capital of the Target Group by SDG Group 
Co.).
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Valuation

Beijing Pan-China Assets Appraisal Co., Ltd., (the “Valuer”) an independent valuer with 
assets appraisal qualifications for the securities business, carried out valuation on the 
market value of the entire equity interest attributable to the shareholders of the Target 
Company as at 31 March 2019, and issued a valuation report. According to the valuation 
report, the valuer adopted asset-based approach and income approach for the valuation, 
and concluded that the adoption of the asset-based approach is more appropriate.

As at 31 March 2019, the book value of total assets attributable to parent company 
of the Target Company amounted to RMB6,853,818,000, and the book value of 
liabilities amounted to RMB5,065,061,700. The book value of net assets amounted to 
RMB1,788,756,300; the total assets after valuation amounted to RMB7,337,380,800 
and the liabilities amounted to RMB5,065,061,700. The net assets amounted to 
RMB2,272,319,100. The appreciation in the valuation of net assets amounted to 
RMB483,562,800, and the appreciation rate was 27.03%.

The specific valuation results are summarized in the following table:

Unit: RMB’0000

No. Items
Carrying 
amount Appraised value

Increase/
Decrease in 

value
Appreciation 

rate
A B C=B-A D=C/Ax100%

1 Current assets 491,300.55 491,373.13 72.58 0.01%

2 Non-current assets 194,081.25 242,364.95 48,283.70 24.88%

3 Of which:  Long-term equity 
investment

149,394.76 196,754.59 47,359.83 31.70%

4 Other non-current 
financial assets

36,890.20 36,890.20 – –

5 Investment properties 3,559.97 4,338.86 778.89 21.88%
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No. Items
Carrying 
amount Appraised value

Increase/
Decrease in 

value
Appreciation 

rate
A B C=B-A D=C/Ax100%

6 Fixed assets 65.59 164.54 98.95 150.86%

7 Intangible assets – – – –

8 Long-term deferred 
expenses

352.29 398.32 46.03 13.07%

9 Deferred income tax 
assets

3,818.44 3,818.44 – –

10 Other non-current assets – – – –

11 Total assets 685,381.80 733,738.08 48,356.28 7.06%

12 Current liabilities 494,948.17 494,948.17 – –

13 Non-current liabilities 11,558.00 11,558.00 – –

14 Total liabilities 506,506.17 506,506.17 – –

15 Net assets (owner’s equity) 178,875.63 227,231.91 48,356.28 27.03%

The procedures for appointing a Valuer by the companies involved in this connected 
transaction is in compliance with relevant requirements of laws and regulations. The 
appointed Valuer has assets appraisal qualifications for the securities business, is 
competent in providing valuation services and satisfies the independence requirements. 
The valuation assumptions and valuation conclusion set forth in the valuation report are 
reasonable. According to the relevant provisions of state-owned assets supervision, the 
above asset valuation report has legally fulfilled the filing procedures in respect of state-
owned assets in accordance with the relevant laws and regulations.
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INFORMATION ON THE PARTIES

The Company

The Company is an integrated gold company listed on the SSE and the Hong Kong Stock 
Exchange since 2003 and 2018, respectively and engaged in gold exploration, mining, 
processing, smelting and sales. It is one of the largest gold producers listed in the PRC and/or 
Hong Kong that operates in the PRC, controlling and operating more than 10 gold mines with 
operation primarily located in Shandong province. The Company has gradually expanded its 
business into the Inner Mongolia autonomous region, Gansu province and Fujian province and 
abroad, acquired a 50% interest in the Veladero Mine in San Juan province of Argentina in 
June 2017.

SDG Group Co. 

SDG Group Co. was established by its promoters with approval from the Shandong Economic 
System Reform Committee (山東省經濟體制改革委員會) and the People’s Government of 
Shandong Province (山東省人民政府) in January 2000. As of the date of this announcement, 
SDG Group Co. directly and indirectly holds approximately 47.06% of the Company’s 
total issued share capital. As the Company’s controlling Shareholder, SDG Group Co. was 
established in July 1996. SDG Group engages in gold mining related operations, including 
geological exploration and mining of gold, gold processing, gold smelting and technical 
services, and production and sales of specialized equipment and supplies and construction 
materials for gold mines. The gold resources of SDG Group are mainly located in the PRC.

Target Group

The Target Company was established in the PRC in 14 November 2012 with a registered 
capital of RMB1.5 billion and is a wholly-owned subsidiary of SDG Group Co. It is 
principally engaged in gold leasing, asset management, sales and repurchase of precious 
metals (including gold, gold bars and gold ornaments). Since its establishment, the Target 
Company has been extensively exploring the features of the gold and the characteristics of the 
industry, proactively expanding channels for capital formation, enriching the financial sector, 
innovating business models, continuously promoting transformation and upgrade of the gold 
industry, extending the industry chain and improving capital operation, thereby garnering 
industry recognition and asserting regional influence.

The Target Company holds 20,979,020 (representing approximately 0.95% of the total 
issued Shares) Shares (which are still in lock-up period up to and including 16 October 
2019). To prevent cross-shareholding loop caused by the Acquisition, the Target Company 
has entered into a agreement with SDG Group Co. to transfer all the said Shares held by it 
to SDG Group Co. gratis. As at the date of this announcement, the transfer procedures for 
the abovementioned transfer of shares are subject to the confirmation of the Shanghai Stock 
Exchange. The Target Company undertakes that, upon obtaining the said confirmation, it will 
proactively cooperate with the registration of the transfer of shares. The Acquisition does not 
include the said Shares.
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The Target Company has the following subsidiaries:

1. SDG Futures Co., Ltd. (“SDG Futures”)

SDG Futures was incorporated in the PRC in 24 November 1992 with a registered capital 
of RMB600,000,000. SDG Futures is a wholly-owned subsidiary of the Target Company, 
principally engaged in business including financial futures brokerage, asset management 
and information consulting. Based on the audit by Beijing Tianyuanquan pursuant to the 
China Accounting Standard for Business Enterprises, SDG Futures had total assets of 
RMB1,785,007,900 and net assets of RMB689,219,800 as at 31 March 2019.

2. SDG (Shanghai) Precious Metals Investment Co., Ltd. (“SDG Precious Metals”)

SDG Precious Metals was incorporated in the PRC in 21 February 2013 with a registered 
capital of RMB300,000,000. SDG Precious Metals is a wholly-owned subsidiary of 
the Target Company, principally engaged in business of sale of precious metals. Based 
on the audit by Beijing Tianyuanquan pursuant to the China Accounting Standard for 
Business Enterprises, SDG Precious Metals had total assets of RMB2,081,519,500 and 
net assets of RMB438,236,100 as at 31 March 2019.

3. Jinchuang Gold (Shanghai) Co., Ltd. (“Jinchuang Gold”)

Jinchuang Gold was incorporated in the PRC in 13 September 2010 with a registered 
capital of RMB30,000,000. Jinchuang Gold is a wholly-owned subsidiary of the Target 
Company, principally engaged in gold brokerage and information consultancy at 
Shanghai Gold Exchange. Based on the audit by Beijing Tianyuanquan pursuant to the 
China Accounting Standard for Business Enterprises, Jinchuang Gold had total assets of 
RMB58,462,700 and net assets of RMB49,331,300 as at 31 March 2019.

4. SDG International Capital Management Co., Ltd. (“SDG International”)

SDG International was incorporated in the PRC in 17 July 2014 with a registered capital 
of RMB1,000,000,000. SDG International is a wholly-owned subsidiary of the Target 
Company, principally engaged in gold trading and information consultancy on the 
international board at Shanghai Gold Exchange, and it is a member of the international 
board for Shanghai Gold Exchange. Based on the audit by Beijing Tianyuanquan 
pursuant to the China Accounting Standard for Business Enterprises, SDG International 
had total assets of RMB10,786,800 and net assets of RMB10,782,400 at the end of 2018.

5. SDG Jinkong (Shenzhen) Gold Investment Co., Ltd. (“Jinkong Shenzhen”)

Jinkong Shenzhen was incorporated in the PRC in 13 May 2014 with a registered capital 
of RMB70,000,000. Jinkong Shenzhen is owned as to 70% by the Target Company and 
as to 30% by Shenzhen Junpeng Jewelry Co., Ltd.* (深圳市俊鵬珠寶首飾有限公司), 
and is principally engaged in the development of “Shandong Gold” brand franchise, 
research and development of precious metal products, sales and precious metal supply 
chain finance. Based on the audit by Beijing Tianyuanquan pursuant to the China 
Accounting Standard for Business Enterprises, Jinkong Shenzhen had total assets of 
RMB162,097,900 and net assets of RMB62,500,400 as at 31 March 2019.
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6. Shanghai Shengju Asset Operation and Management Co., Ltd. (“Shanghai Shengju”)

Shanghai Shengju was incorporated in the PRC in 14 July 2009 with a registered 
capital of RMB121,000,000. Shanghai Shengju is a wholly-owned subsidiary of 
the Target Company, principally engaged in providing house leasing and property 
management service for the Target Company and its subsidiaries. Based on the audit 
by Beijing Tianyuanquan pursuant to the China Accounting Standard for Business 
Enterprises, Shanghai Shengju had total assets of RMB147,428,400 and net assets of 
RMB139,828,300 as at 31 March 2019.

7. SDG (Shanghai) Capital Management Co., Ltd. (“SDG (Shanghai) Capital”)

SDG (Shanghai) Capital was incorporated in the PRC in 13 July 2018 with a registered 
capital of RMB100,000,000. SDG (Shanghai) Capital is a wholly-owned subsidiary of 
the Target Company. It is a new company set up by the Target Company for its business 
development needs and has not yet carried out actual business.

8. SDG (Shanghai) Investment and Management Ltd. (“SDG (Shanghai) Investment”)

SDG (Shanghai) Investment was incorporated in the PRC in 23 July 2018 with a 
registered capital of RMB100,000,000. SDG (Shanghai) Capital is a wholly-owned 
subsidiary of the Target Company. It is a new company set up by the Target Company 
for its business development needs and has not yet carried out actual business.

REASONS FOR AND BENEFITS OF THE ACQUISITION

(1) Achieving the extension of the gold industry chain, promoting the integration of 
industry and finance, and accelerating the realization of the Company’s strategic 
development goals

The acquisition of the financial assets and gold produc ts sales platform under SDG 
Group Co. that are closely related to the gold industry by the Company, is beneficial to 
the Company in completing the business extension of the gold industry chain, promoting 
the integration of industry and finance, playing a coordinating effect, enhancing the 
influence of the Company’s market brand, and will accelerate the realization of the 
Company’s strategic development goals.

(2) Reducing horizontal competition

The Target Company and the Company operate a convergence business of gold sales. 
The acquisition of 100% equity interest in the Target Company from the SDG Group 
Co. is beneficial to the Company to further reduce the horizontal competition with 
the SDG Group Co., regulate corporate governance, and is in line with the regulatory 
requirements.

(3) Enhancing the asset scale and profitability of the Company

Upon Completion, the Company will hold 100% of the equity interest in the Target 
Company and the Target Company will be included in the consolidated financial 
statements of the Company. This transaction will expand the operation scale of the 
Company, and also enhance the asset scale and profitability of the Company.
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(B) ESTIMATED NEW DAILY CONNECTED TRANSACTIONS OF THE COMPANY 
AFTER THE ACQUISITION OF THE EQUITY INTEREST OF THE TARGET 
COMPANY

Reference is made to the Company’s annual report dated 25 April 2019 in relation to 
the Procurement and Sale Framework Agreement under the Connected Transactions 
section. The Company has entered into a framework agreement for procurement and 
sale of supplies, products and services with SDG Group Co. (the “Procurement and 
Sale Framework Agreement”), pursuant to which, our Group may from time to time 
purchase from and sell to SDG Group Co. and/or its associates various types of supplies, 
products and services.

Upon Completion, the Target Group will become a member of the Group. As such, 
the Target Group’s transaction with SDG Group Co. and/or its associates will become 
connected transactions of the Group.

In contemplation for Completion and the transactions contemplated thereunder, the 
Company proposed the amendments of the existing annual caps (the “Original Annual 
Caps”) for the year 2019 ending 31 December 2019 (the “Revised Annual Caps”):

Original Annual Caps

Annual Caps 
(RMB million) 
For the year 

ending 31 December
2019 2020

Procurement of electricity from SDG Electricity 
Company 450.0 500.0

Procurement of construction services 
for our PRC gold mines 140.0 140.0

Procurement of processing services 
from smelteries of SDG Group 10.0 10.0

Procurement of gold (mainly including 
gold concentrate and doré) 650.0 650.0

Others (including training fees, 
property management fees, etc.) 50.0 50.0  

Total Procurement of Supplies, Products and Services 1,300.0 1,350.0  
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Annual Caps 
(RMB million) 
For the year 

ending 31 December
2019 2020

Provision of Processing Services by SDG Smelting Co. 5.0 5.0
Sale of gold (mainly including standard gold bullion) 725.0 775.0
Sale of other metals (including silver, lead and zinc) 60.0 60.0
Others (including utilities charge, 

outsourcing fees and disposal charge, etc.) 10.0 10.0  

Total Sale of Supplies, Products and Services 800.0 850.0  

Revised Annual Caps

Annual Caps 
(RMB million) 

For the year ending 
31 December 2019

Procurement of electricity from SDG Electricity Company 450.0
Procurement of construction services for our PRC gold mines 140.0
Procurement of processing services from smelteries of SDG Group 10.0
Procurement of gold (mainly including gold concentrate and doré) 1,630.0
Others (including training fees, property management fees, etc.) 70.0 

Total Procurement of Supplies, Products and Services 2,300.0 

Annual Caps 
(RMB million) 

For the year ending 
31 December 2019

Provision of Processing Services by SDG Smelting Co. 5.0
Sale of gold (mainly including standard gold bullion) 725.0
Sale of other metals (including silver, lead and zinc) 60.0
Others (including utilities charge, outsourcing fees and disposal 

charge, etc.) 10.0 

Total Sale of Supplies, Products and Services 800.0 
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Historical Figures

The historical amounts of (i) relevant procurements by the Group from SDG Group Co. 
and/or its associates for the supplies, products and services and (ii) the relevant sales 
from the Group to SDG Group Co. and/or its associates for the supplies, products and 
services are as follows.

Historical figures (RMB million) 
For the year ended 31 December

2016 2017 2018

Procurement of electricity 
from SDG Electricity Company 368.86 367.94 386.78

Procurement of construction services 
for our PRC gold mines 125.87 103.94 114.46

Procurement of processing services 
from smelteries of SDG Group 6.90 3.16 4.77

Procurement of gold (mainly 
including gold concentrate and doré) 283.25 48.6 220.62

Others (including training fees, 
property management fees, etc.) 11.62 29.57 38.46   

Total Procurement of Supplies, 
Products and Services 796.5 553.21 765.10   

Historical figures (RMB million) 
For the year ended 31 December

2016 2017 2018

Provision of Processing Services 
by SDG Smelting Co. 0.01 0.74 0.76

Sale of gold (mainly including 
standard gold bullion) 692.91 136.19 114.60

Sale of other metals (including silver, 
lead and zinc) 59.38 23.01 0.39

Others (including utilities charge, 
outsourcing fees and disposal charge, etc.) 1.65 4.43 6.10   

Total Sale of Supplies, Products and Services 753.95 164.37 121.85   
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Basis for increase of the Revised Annual Caps

Procurement of gold (mainly including gold concentrate and doré)

The Revised Annual Caps have taken into account (1) the historical transaction amounts 
between the Target Group on the one part and the Group, SDG Group Co. and/or its 
associates on the other part, which are RMB900.34 million, RMB1,578.80 million, 
RMB1,365.21million and RMB468.35 million respectively for the three years ending 
31 December 2016, 2017, 2018 and for the five months from January to May 2019; (2) 
the projected procurement of gold by the Target Group from SDG Group Co. and/or its 
associates upon Completion is RMB916.78 million for the seven months from June to 
December 2019; (3) market conditions and gold prices based on gold exchange market 
price.

Others (including training fees, property management fees, etc.)

The Revised Annual Caps under this category has increased from RMB50 million to 
RMB70 million as the Company mainly took into account in particular of a service fee 
payable to SDG (Beijing) Industry Investment Co., Ltd. (山東黃金（北京）產業投資有
限公司 ).

Reasons for the amendment to the Revised Annual Caps

The estimated new daily connected transactions of the Company after the Acquisition 
of the equity interest of the Target Company are all necessary for the Company’s day-
to-day production operation, and for the purpose to ensure the continuous and effective 
production operation of the Company. The Company has selected the related parties 
based on our knowledge on their operation management, creditability and performance 
ability and the geographical convenience, which would reduce the procurement and 
sales cost and broaden the financing channels. The connected transactions will not have 
any adverse impact on the ability of the Company in operating as a going concern, its 
profitability or independence, nor will they result in any reliance of the Company on its 
related parties.

OPINION FROM THE BOARD

The Directors (excluding the independent non-executive Directors, being members of the 
Independent Board Committee, who will express their views after taking into consideration 
the advice of the Independent Financial Adviser) are of the view that the terms of the Sale and 
Purchase Agreement are fair and reasonable, the transactions contemplated under the Sale and 
Purchase Agreement are on normal commercial terms and are in the interests of the Company 
and the Shareholders as a whole.
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The Directors (including the independent non-executive Directors) are of the view that the 
Revised Annual Caps were determined after arm’s length negotiation, and the transactions 
contemplated thereunder are on normal commercial terms, fair and reasonable and in 
the interests of the Company and its Shareholders as a whole. The Procurement and Sale 
Framework Agreement are and will be conducted in the ordinary and usual course of business 
of the Company. The Procurement and Sale Framework Agreement will continue to be agreed 
on an arm’s length basis with terms that are fair and reasonable to the Company. The Directors 
confirm that the transaction amounts under the Procurement and Sales Framework Agreement 
for the period from 1 January 2019 to the date of this announcement comply with the relevant 
Original Annual Caps.

The Directors, Mr. Li Guohong, Mr. Wang Lijun and Ms. Wang Xiaoling, also hold senior 
management positions in SDG Group Co., they have therefore abstained from voting on the 
relevant Board resolutions approving each of the Revised Annual Caps under the Procurement 
and Sale Framework Agreement of and the transactions contemplated thereunder. Save 
as disclosed above, none of the other Directors has material interests in the transactions 
contemplated under the Revised Annual Caps.

HONG KONG LISTING RULES IMPLICATION

As the highest applicable percentage ratios in respect of the Acquisition exceeds 5% but less 
than 25%, as calculated under Rule 14.07 of the Hong Kong Listing Rules, the Acquisition 
constitutes a discloseable transaction for the Company under Chapter 14 of the Hong Kong 
Listing Rules.

The Target Company is a connected person of the Company by virtue of the fact that (i) 
SDG Group Co. is the controlling Shareholder of the Company, directly and indirectly 
holding approximately 47.06% of the issued share capital of the Company; and (ii) the Target 
Company is a wholly-owned subsidiary of SDG Group Co., and hence an associate of the 
Company. Accordingly, the Acquisition also constitutes a connected transaction for the 
Company under Chapter 14A of the Hong Kong Listing Rules and is subject to reporting, 
announcement and Independent Shareholders’ approval requirements.

As all the relevant percentage ratios (as defined under Rule 14.07 of the Hong Kong Listing 
Rules) for the Revised Annual Caps for the Procurement and Sale Framework Agreement are 
more than 0.1% but all the percentage ratios are less than 5%, the Revised Annual Caps for 
Procurement and Sale Framework Agreement is subject to the reporting and announcement 
requirements but is exempt from the independent shareholders’ approval requirement under 
the Hong Kong Listing Rules. However, according to the Shanghai Listing Rules and the 
Articles of Association, the Revised Annual Caps for Procurement and Sale Framework 
Agreement has to be submitted to the EGM for consideration and approval. 

The Directors, Mr. Li Guohong, Mr. Wang Lijun and Ms. Wang Xiaoling, also hold senior 
management positions in SDG Group Co., are deemed to have material interests in the 
Acquisition and have abstained from voting on the resolutions in relation to the Sale and 
Purchase Agreement proposed to the Board. Save as disclosed above, none of the Directors 
attended the Board meeting has a material interest in the Acquisition.
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The Independent Board Committee, comprising all the independent non-executive Directors, 
namely Mr. Gao Yongtao, Mr. Lu Bin and Ms. Hui Wing, has been established to consider 
the terms of the Sale and Purchase Agreement and the transactions contemplated thereunder. 
The Independent Financial Adviser has been appointed to advise the Independent Board 
Committee and the Independent Shareholders in this regard.

None of the members of the Independent Board Committee has any interest or involvement 
in the transactions contemplated under the Sale and Purchase Agreement. The Independent 
Board Committee will form its view in respect of the terms of the Acquisition after obtaining 
and considering the advice from the Independent Financial Adviser.

GENERAL

The EGM will be convened for the Independent Shareholders to consider and, if thought fit, 
to approve among other things (1) the Sale and Purchase Agreement and the transactions 
contemplated thereunder and (2) estimated new daily connected transactions of the Company 
after the acquisition of the equity interest of the Target Company. Pursuant to 14A.36 of 
the Hong Kong Listing Rules, any Shareholder who has a material interest in the Sale and 
Purchase Agreement shall abstain from voting to approve the Sale and Purchase Agreement 
and the Acquisition at the EGM. As at the date of this announcement, SDG Group Co., being 
the controlling Shareholder, directly or indirectly holds approximately 47.06% of the issued 
share capital of the Company and is also the sole shareholder of the Target Company, will be 
required to abstain from voting on the relevant resolutions at the EGM accordingly. Save for 
SDG Group Co. and its subsidiaries, including Shandong Gold Non-ferrous Metal Mine Group 
Co., Ltd., Shandong Gold Geological Mine Exploration Co., Ltd., Shandong Gold Group 
Qingdao Gold Co., Ltd., and SDG (Beijing) Industry Investment Co., Ltd., as at the date of 
this announcement, to the best knowledge of the Directors, no other Shareholder would be 
required to abstain from voting thereat as no other Shareholder has any interest in the Sale and 
Purchase Agreement.

A circular containing, among other things, (i) information on the Acquisition; (ii) estimated 
new daily connected transactions of the Company after the acquisition of the equity interest of 
the Target Company; (iii) the recommendation of the Independent Board Committee in respect 
of the Acquisition; (iv) the advice of the Independent Financial Adviser regarding the terms 
of the Acquisition; and (v) other information as required under the Hong Kong Listing Rules, 
shall be despatched to the Shareholders after the publication of this announcement, that is, on 
or before 15 July 2019.
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DEFINITIONS

The following terms have the following meanings in this announcement unless the context 
otherwise requires:

“Acquisition” the acquisition of the 100% equity interest in the Target 
Company by the Company from SDG Group Co. under the 
Sale and Purchase Agreement;

“Articles of Association” the articles of association of the Company;

“Board” the board of Directors;

“Company” Shandong Gold Mining Co., Ltd. (山東黃金礦業股份有限
公司), a joint stock company incorporated in the PRC under 
the laws of the People’s Republic of China with limited 
liability on 31 January 2000;

“Completion” completion of the Acquisition in accordance with the terms 
and conditions of the Sale and Purchase Agreement;

“connected person(s)” has the meaning ascribed thereto under the Hong Kong 
Listing Rules;

“connected transaction” has the meaning ascribed thereto under the Hong Kong 
Listing Rules;

“Director(s)” the director(s) of our Company;

“EGM” the extraordinary general meeting to be convened and held 
by the Company to consider and, if thought fit, approve 
the Sale and Purchase Agreement and the transactions 
contemplated thereunder;

“Group” the Company and its subsidiaries;

“Hong Kong” the Hong Kong Special Administrative Region of the PRC;

“Hong Kong Listing Rules” the Rules Governing the Listing of Securities on The Stock 
Exchange of Hong Kong Limited, as amended, supplemented 
or otherwise modified from time to time;

“Hong Kong Stock Exchange” The Stock Exchange of Hong Kong Limited;

“Independent Board 
Committee”

an independent committee of the Board comprising all 
its independent non-executive Directors, established for 
the purpose of advising the Independent Shareholders, 
on the terms of the Sale and Purchase Agreement and the 
transactions contemplated thereunder;
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“Independent Financial 
Adviser”

China Tonghai Capital Limited, a licensed corporation under 
the SFO licensed to conduct type 1 (dealing in securities) and 
type 6 (advising on corporate finance) regulated activities 
under the SFO, being the independent financial adviser 
appointed for the purposes of advising the Independent 
Board Committee and the Independent Shareholders in 
respect of the Acquisition and the transactions contemplated 
thereunder;

“Independent Shareholders” Shareholders who are independent of and have no interest in 
the transactions contemplated under the Sale and Purchase 
Agreement;

“PRC” or “China” The People’s Republic of China, for the purpose of this 
announcement, excluding Hong Kong, Macau and Taiwan;

“RMB” Renminbi, the lawful currency of the PRC;

“Sale and Purchase 
Agreement”

the sale and purchase agreement dated 21 June 2019 entered 
into between SDG Group Co. and the Company in relation to 
the Acquisition;

“SDG Group” SDG Group Co. and all of its subsidiaries;

“SDG Group Co.” Shandong Gold Group Co., Ltd. (山東黃金集團有限公司), 
a limited liability company incorporated in the PRC on 16 
July 1996, the controlling Shareholder of our Company, and 
was held as to approximately 70% by Shandong SASAC, as 
to approximately 20% by Shandong Guohui Investment Co., 
Ltd. (山東國惠投資有限公司) and as to approximately 10% 
by Shandong Social Security Fund Committee (山東省社會
保障基金理事會);

“SFO” the Securities and Futures Ordinance (Chapter 571 of 
the Laws of Hong Kong) as amended, modif ied and 
supplemented from time to time;

“Shanghai Listing Rules” the Rules Governing the Listing of Stocks on the Shanghai 
S t o c k  E x c h a n g e  (上海證券交易所股票上市規則 )  a s 
amended, supplemented or otherwise modified from time to 
time;

“Shanghai Stock Exchange” 
or “SSE”

Shanghai Stock Exchange (上海證券交易所);

“Share(s)” shares in the share capital of our Company, with a nominal 
value of RMB1.00 each, comprising our A Shares and our H 
Shares;
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“Shareholders” holder(s) of our Share(s);

“Target Company” SD Gold Capital Management Co., Ltd. (山金金控資本管理
有限公司), a limited liability company incorporated in the 
PRC on 14 November 2012 and a wholly-owned subsidiary 
of SDG Group Co.;

“Target Group” the Target Company and its subsidiaries;

“%” per cent.

By order of the Board
Shandong Gold Mining Co., Ltd.

Li Guohong
Chairman

Jinan, the PRC, 21 June 2019

As at the date of this announcement, the executive Directors are Mr. Wang Peiyue, Mr. Li Tao 
and Mr. Tang Qi; the non-executive Directors are Mr. Li Guohong, Mr. Wang Lijun and Ms. 
Wang Xiaoling; and the independent non-executive Directors are Mr. Gao Yongtao, Mr. Lu 
Bin and Ms. Hui Wing.

* for identification only
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