















































































































































































































































APPENDIX I FINANCIAL INFORMATION OF THE GROUP

Six months ended 31 December

2009 2008
HK$’000 HK$’000
(Unaudited) (Audited)

Reconciliation of segment profit/(loss):
Total profit/(loss) of reportable segments 7,755 (2,632)
Corporate and others expenses (3,795) (16,473)

Unallocated income:

Other income 21 631,383
Gain on deconsolidation of the subsidiaries — 134,516
Consolidated profit for the period 3,981 746,794

The Group’s operations are principally located in Hong Kong and the PRC. An analysis of the Group’s revenue
by geographical location of customers, irrespective of the origin of the goods/services is as follows:

Revenue Total assets Capital expenditure
Six months ended As at Six months ended
31 December 31 December 30 June 31 December

2009 2008 2009 2009 2009 2008
HK$’000 HK$’000 HK$’000 HK$’000 HK$’000 HK$’000
(Unaudited) (Audited) (Unaudited) (Audited) (Unaudited) (Audited)
Hong Kong 6,348 20,438 117,559 128,709 72 25
The PRC 287,822 168,728 13,205 11,530 988 4
294,170 189,166 130,764 140,239 1,060 29

6. FINANCE COST

Six months ended 31 December

2009 2008

HK$’000 HK$’000

(Unaudited) (Audited)

Interest on bank loans 182 633

7. INCOME TAX EXPENSE

Six months ended 31 December

2009 2008
HK$’000 HKS$’000
(Unaudited) (Audited)

Current tax provision for the period
Hong Kong Profits Tax 466 684
Overseas 42 92
508 776

Hong Kong Profits Tax is provided at 16.5% (2008: 16.5%) based on the assessable profit for the period.

Tax charge on profits assessable elsewhere have been calculated at the rates of tax prevailing in the countries
in which the Group operates, based on existing legislation, interpretation and practices in respect thereof.
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8.

PROFIT FOR THE PERIOD

The Group’s profit for the period is stated after charging the following:

Six months ended 31 December

2009 2008

HK$’000 HK$°000

(Unaudited) (Audited)

Depreciation 179 1,024

Directors’ emoluments 658 656

Operating lease charges of land and buildings 954 241

Cost of inventories sold 194,262 166,506

Loss on written-off of property, plant and equipment - 108
Impairment on an amount due from a subsidiary

deconsolidated - 3,226

Staff costs including directors’ emoluments 3,258 1,876

DIVIDENDS

The Directors do not recommend the payment of an interim dividend for the six months ended 31 December

2009 (2008: HK$NIL).

10.

11.

EARNINGS PER SHARE
Basic earnings per share

The calculation of basic earnings per share attributable to equity holders of the Company is based on
the earnings for the period attributable to equity holders of the Company of approximately HK$3,957,000
(2008: (audited) approximately HK$746,775,000) and the weighted average number of ordinary shares of
6,082,254,031 (2008: 5,540,408,616) in issue during the period.

Diluted earnings per share

No diluted earnings per share is presented as the Company did not have any dilutive potential ordinary
shares during the six-months periods ended 31 December 2009 and 31 December 2008.

PROPERTY, PLANT AND EQUIPMENT

During the six months ended 31 December 2009, the Group acquired approximately HK$1,060,000 (2008:

(audited) approximately HK$29,000) for the additions to property, plant and equipment, which was mainly for the
business of provision of health care management services.

12.

PREPAYMENTS, DEPOSITS AND OTHER RECEIVABLES

31 December 2009 30 June 2009

HK$’000 HK$’000

(Unaudited) (Audited)

Deposit for entering the distributorship rights (note (a)) 40,000 40,000
Loans under the Franchise Agreements (note (b)) 44,000 -
84,000 40,000
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Notes:

(a)

(b)

On 2 May 2008, China United Gene Health Limited (“United Gene Health”), a subsidiary of the Group,
entered into an exclusive distribution agreement for a period of five years with China United Gene
Health Industry Limited (“China United”) to act as the exclusive distributor of gene testing services in
Hong Kong. On 12 August 2008, United Gene Health paid a non-interest bearing deposit of
HK$40,000,000 to China United as a guarantee that the annual turnover of United Gene Health would
meet the minimum annual sales figures (the “Sales Target”) set out in the exclusive distribution
agreement. Pursuant to a letter dated 16 March 2009, China United agreed to grant an additional
non-exclusive right to United Gene Health for the distribution of gene testing services in the PRC. On
7 September 2009, China United agreed the Sales Target for the year ended 30 June 2010 to be
maintained at the level of HK$60,000,000. For the six months ended 31 December 2009, United Gene
Health has realized the Sales Target.

On 14 July 2009, United Gene Health entered into five franchise agreements (collectively the “Franchise
Agreements” or individually the “Franchise Agreement”) with five independent distributors, namely
Fashion Fame Limited, Grace Noble Limited, Rising Rates International Limited, Noble Hat Limited
and Sky Cultures Limited (collectively the “Distributors”, or individually the “Distributor”) for the
period of five years. Under the Franchise Agreements, United Gene Health (i) appointed each
Distributor as its distributor for the gene testing services in the PRC; and (ii) advanced a non-interest
bearing loan to the five Distributors named above for HK$6,000,000, HK$8,000,000, HK$8,000,000,
HK$10,000,000 and HK$12,000,000 respectively (the “Loan”, collectively the “Loans”), which are
non-interest bearing, for the sole purpose of soliciting business and organizing marketing activities as
permitted by United Gene Health. An undertaking has been issued to United Gene Health by Fashion
Fame Limited, Grace Noble Limited, Rising Rates International Limited, Noble Hat Limited and Sky
Cultures Limited that the annual sales attributable to the distribution of gene testing services in the PRC
generated by them shall not be less than HK$24,000,000, HK$32,000,000, HK$32,000,000,
HK$40,000,000 and HK$48,000,000 respectively (the “Specified Amounts”, each as a “Specified
Amount”). In the event that the sales generated by the relevant Distributor in any one year is equals to
or in excess of the relevant Specified Amount, United Gene Health agrees to waive the repayment of
20% of the relevant Loan; otherwise, the relevant Distributor shall have to repay 20% of the relevant
Loan to United Gene Health within three business days after the review is made by United Gene Health,
pursuant to the relevant Franchise Agreement. In the event that the sales generated by the relevant
Distributor falls below the relevant Specified Amount for two consecutive years, United Gene Health
will have the right to terminate the relevant Franchise Agreement and to require the repayment of the
relevant Loan outstanding within three business days after giving the notice of termination to the
relevant Distributor. For the six months ended 31 December 2009, the Distributors have been generated
the Specified Amounts at a total amount approximately HK$90,303,000. The Group has made the
appropriate percentage of 20% of the Loans as the selling expenses recognised in the condensed
consolidated statement of comprehensive income for this period and as an accruals in the condensed
consolidated statement of financial position as at 31 December 2009.

13. INVENTORIES

31 December 2009 30 June 2009

HK$’000 HK$’000

(Unaudited) (Audited)

Finished goods 335 2,393
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14. TRADE RECEIVABLES

The Group’s trading terms with customers are mainly on credit. The credit terms generally range from 30 to
90 days. Each customer has a maximum credit limit. For new customers, payment in advance is normally required.
The Group seeks to maintain strict control over its outstanding receivables. Overdue balances are reviewed regularly
by senior management.

The aging analysis of trade receivables, based on the invoice date, and net of allowance, is as follows:

31 December 2009 30 June 2009

HK$’000 HK$’000

(Unaudited) (Audited)

30 days or less 6,019 2,724
31 to 60 days 1,789 921
61 to 180 days 1,605 562
Over 180 days 52 17
9,465 4,224

The carrying amounts of the Group’s trade receivables are denominated in the following currencies:

Renminbi (“RMB”) 7,042 4,224
Hong Kong Dollars 2,423 -
9,465 4,224

15. TRADE PAYABLES

The aging analysis of trade payables, based on the date of receipt of goods, is as follows:

31 December 2009 30 June 2009

HK$’000 HK$’000

(Unaudited) (Audited)

30 days or less 5,158 13,157
31 to 60 days 1,401 9,779
61 to 180 days 2,536 1,189
Over 180 days 1,591 768
10,686 24,893

The carrying amounts of the Group’s trade payables are denominated in the following currencies:

RMB 7,584 5,406
Hong Kong dollars 3,102 19,487
10,686 24,893

~1-46 -



APPENDIX I FINANCIAL INFORMATION OF THE GROUP

16. ACCRUALS AND OTHER PAYABLES

31 December 2009 30 June 2009

HK$’000 HK$’000

(Unaudited) (Audited)

Accruals and other payables 3,871 3,547
Due to directors of subsidiaries 1,946 1,946
Due to a non-controlling shareholder 840 922
6,657 6,415

The amounts due to directors of subsidiaries and a non-controlling shareholder are unsecured, non-interest
bearing and have no fixed repayment terms.

17. SHARE CAPITAL

31 December 2009 30 June 2009
HK$’000 HK$’000
(Unaudited) (Audited)
Authorized:
50,000,000,000 ordinary shares of HK$0.01 each (Note) 500,000 100,000
Issued and fully paid:
6,082,254,031 ordinary shares of HK$0.01 each 60,823 60,823

Note: The Company’s authorized share capital was increased from HK$100,000,000 to HK$500,000,000 by
creation of 40,000,000,000 new shares of HK$0.01 each, immediately upon approval by the
shareholders through the way of a special resolution in the annual general meeting held on 6 November
2009.

18. CONTINGENT LIABILITIES
The Directors were not aware of any significant contingent liabilities of the Group as at 31 December 2009.

19. LEASE COMMITMENTS

At 31 December 2009, the total future minimum lease payments under non-cancellable operating leases are
payable as follows:

31 December 30 June
2009 2009
HKS$’000 HKS$’000
(Unaudited) (Audited)
Future aggregate minimum lease payments under operating
leases in respect of land and buildings
— within one year 2,643 1,610
— In the second to fifth years inclusive 560 1,014
3,203 2,624

Operating lease payments represent rentals payable by the Group for certain of its offices and directors’
quarters. Leases are negotiated for an average term of 2 years and rentals are fixed over the lease terms and do not
include contingent rentals.
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20.

RELATED PARTY TRANSACTIONS

In addition to those related party transactions and balances disclosed elsewhere in the unaudited condensed

consolidated interim financial statements, the Group had the following transactions with its related parties during the
period:

21.

22.

Six months ended 31 December

2009 2008
HKS$’000 HKS$’000
(Unaudited) (Audited)
Management services income received from a holding
company 22 -

EVENTS AFTER THE REPORTING PERIOD
(a) Formation of Joint Venture Company

On 15 February 2010, the Group entered into a joint venture agreement with an independent third party
to jointly establish | ¥ ¥ &F fiFf {dt B 4 P JIR % 45 2 2> 7 (Shanghai Tushuguan HealthCare Company Limited) in
Shanghai (“SH HealthCare Joint Venture”) which is a limited liability company with a registered capital of
RMB22.5 million. The Group has committed to contribute a total of RMB4.5 million, representing 20%
interest in the SH HealthCare Joint Venture. The scope of proposed business of SH HealthCare Joint Venture
includes health care management service, health care consultancy, health care apparatus wholesale and
provision of ancillary services.

(b) Proposed Rights Issue

On 19 March 2010, the Company announced to its shareholders a proposed right issue on the basis of
one rights share for every existing share in issue, which would result in the issue of 6,082,254,031 new
ordinary shares with par value of HK$0.01 each, at the subscription price of HK$0.052 per rights share. Best
Champion Holdings Limited (“Best Champion”), the controlling shareholder of the Company, and Grand
Investment (Securities) Limited, both acting as underwriters, entered into an underwriting agreement with the
Company on even date to fully underwrite the proposed rights shares. The proposed rights issue, if completed,
will raise net funds of approximately HK$310.08 million, which is expected to be applied as to approximately
90% for future business development including but not limited to investing in the health care centers in
Guangzhou, Beijing, Shanghai and other cities in the PRC and investing in the business of health care and
pharmaceutical products such as oral insulin, etc and as to approximately 10% for general working capital
purposes of the Group.

The proposed rights issue is conditional on, among other matters, the approval by the independent
shareholders at the extraordinary general meeting (the “EGM”) to be expected held on 27 April 2010. Under
the Listing Rules, Best Champion, the substantial shareholders and their respective associates of the Company
shall abstain from voting in favour of the resolution(s) approving the proposed rights issue in the EGM.

Details of the proposed rights issue are set out in the Company’s announcement dated 19 March 2010.

APPROVAL OF UNAUDITED CONDENSED CONSOLIDATED INTERIM FINANCIAL
STATEMENTS

The unaudited condensed consolidated interim financial statements were approved and authorised for issue by

the board of Directors on 30 March 2010.
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4. STATEMENT OF INDEBTEDNESS

At the close of business on 28 February 2010, being the latest practicable date for the
purpose of this indebtedness statement prior to the printing of this circular, the Group did not
have any debt securities issued and outstanding or agreed to be issued, bank overdrafts, loans
or other similar indebtedness, liabilities under acceptances (other than normal trade bills),
acceptance credits, debentures, mortgages, charges, finance lease or hire purchase
commitments, guarantees or material contingent liabilities.

5. WORKING CAPITAL SUFFICIENCY

The Directors are of the opinion that, taking into account the Group’s internal resources
and the estimated net proceeds from the Rights Issue, the Group will have sufficient working
capital for its business requirements, that is for at least the next twelve months from the date

of this circular in the absence of unforeseen circumstances.

6. MATERIAL ADVERSE CHANGE

As at the Latest Practicable Date, the Directors confirm that there have been no material
adverse change in the financial or trading position of the Group subsequent to 30 June 2009,
being the date to which the latest published audited financial statements of the Group were

made up, and up to and including the Latest Practicable Date.

7. MANAGEMENT DISCUSSION AND ANALYSIS

For the year ended 30 June 2009

Group Results

Turnover of the Group for the year ended 30 June 2009 (this “Financial Year”)
amounted to approximately HK$374.4 million, representing a 18.11% increase from the
year ended 30 June 2008 (approximately HK$317 million). The increase was mainly
contributed by the distribution of gene testing services which commenced business in
May 2008 and contributed about HK$46.9 million to the Group’s turnover for this
Financial Year. Net profit attributable to the equity holders of the Company for this
Financial Year was approximately HK$745.2 million, compared to a loss of
approximately HK$68.6 million in the previous year. The profit was mainly due to the
recognition of the gain of approximately HK$631.4 million upon the release of a bank
loan and other liabilities pursuant to a scheme of arrangement (the “Scheme”) which
became effective on 18 July 2008 and the gain of approximately HK$134.5 million upon
the deconsolidation of the Group’s subsidiaries.
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Restructuring and General Offer

Following the great efforts contributed by Messrs. Lai Kar Yan Derek and Darach
E. Haughey, both of Deloitte Touche Tohmatsu (appointed by the Honourable Madam
Justice Kwan as joint and several provisional liquidators of the Company on 22
September 2004), Best Champion Holdings Limited (“Best Champion”) and the
respective advisors, the conditions imposed by the Listing Division of The Stock
Exchange of Hong Kong Limited (the “Stock Exchange”) for the resumption of trading
in the Company’s shares were successfully fulfilled on 9 July 2008. The appointments of
Ms. Choi Suk Ching as an executive director of the Company (the “Executive Director”)
and Dr. Leung Wai Cheung as an independent non-executive director of the Company (the
“Independent Non-Executive Director”), became effective from the same date. The
winding up petition against the Company was dismissed and the provisional liquidators
of the Company were discharged on 11 July 2008 pursuant to a court order dated 8 July
2008.

After the completion of the restructuring of the Company, trading of the shares of
the Company (the “Shares”) on the Stock Exchange was resumed on 18 July 2008.

After resumption of trading in the Shares and the exercise of put option by ADM
Galleus Fund Limited (“ADM”), Best Champion held 4,561,516,714 Shares, representing
approximately 75% of the Shares in issue. Best Champion was wholly owned by Merit
Faith International Limited (“Merit Faith”), which was in turn wholly owned by Start
Grand Holdings Limited (“Start Grand”), and Start Grand was wholly owned by Mr. Han
Xianfu.

On 16 September 2008, pursuant to a deed of settlement entered into by Richlong
Group Limited (“Richlong”), Merit Faith and Start Grand (the “Deed of Settlement”),
Merit Faith transferred the entire shares of Best Champion to Richlong for the final
settlement in full of an indebtedness in the amount of HK$133,550,684.93. Richlong was
owned as to approximately 33.33% by Access Lead Limited (“Access Lead”) and as to
approximately 66.67% by Glorious King Limited (“Glorious King”). Access Lead was
beneficially owned as to 55% by Mr. Tai Kai Hing, the then Executive Director, as to 25%
by Mr. Tai Kai Sun, and 20% by Ms. Tai Shun Hing, both siblings of Mr. Tai Kai Hing.
Glorious King was wholly and beneficially owned by Dr. Mao Yumin.

In accordance with Rule 26.1 of the Hong Kong Code on Takeovers and Mergers,
Richlong, which then held 4,561,516,714 Shares, representing approximately 75% of the
Shares in issue through Best Champion, was required to make an unconditional cash offer
to acquire all the issued Shares (other than those already owned by Richlong, its ultimate
beneficial owners and parties acting in concert with any of them) (the “Offer”). The price
for each Share under the Offer was HK$0.03. A circular in relation to the terms of the
Offer was issued by the Company and Richlong on 17 October 2008. The Offer
commenced on the same date and closed on 7 November 2008. Richlong received valid
acceptances of 425,563 Shares, representing approximately 0.007% of the issued Shares,
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which in aggregate became interested in 75.004% of the Shares. A placing agreement was
entered on 14 October 2008 (the “Placing Agreement”) between Richlong and Goldride
Securities Limited to procure purchasers to maintain the necessary 25% public float for
the Company. After the completion of the Placing Agreement, Richlong and its parties
acting in concert with any of them were interested in 4,561,682,277 Shares, representing
approximately 75% of the Shares in compliance with Rule 8.08 of the Rules Governing
the Listing of Securities on the Stock Exchange (the “Listing Rules”).

On 22 December 2008, Access Lead sold its entire shares in Richlong to Glorious
King which then indirectly held 75% of the Shares.

Upon the completion of the restructuring of the Company, the financial position of
the Group has been substantially improved as approximately HK$150 million (of which
HK$25 million was transferred to the scheme administrators of the scheme of
arrangement) has been raised through the share subscription by Best Champion and ADM,
the placing of the new shares with Partners Capital Securities Limited and all the
liabilities of the Company incurred on or before 27 June 2008, have been discharged
through the scheme of arrangement. The Group have used this funding mainly for the
working capital of distribution of gene testing services and establishment of a subsidiary
in the People’s Republic of China (the “PRC”) for the provision of health care
management services.

It is the intention of Best Champion, a substantial shareholder of the Company, that
the Group will continue with its existing principal activities, which include the
distribution of pharmaceutical products, health supplements in the PRC, as well as the
distribution of gene testing services.

Business Review

Distribution of Gene Testing Services

The Group has sought to diversify its business to high-end health related services.
Our subsidiary, China United Gene Health Limited (formerly known as Main Wealth
Limited) (“United Gene Health”), entered into an exclusive distribution agreement with
China United Gene Health Industry Limited (“China United”) on 2 May 2008, pursuant
to which United Gene Health has been granted the exclusive right to distribute the gene
testing services in Hong Kong. The sole provider of the gene testing services to China
United and the grantor of the exclusive worldwide distributorship right to China United
is | g 1 ff 4R W 45 #5 45 FR 22 ®) (Shanghai Bozhong Biotechnology Company Limited), a
company incorporated in the PRC, which is indirectly wholly-owned by Dr. Mao Yumin,
the substantial shareholder of the Company. On 12 August 2008, United Gene Health paid
a non-interest bearing deposit of HK$40 million to China United as a guarantee that the
annual turnover of United Gene Health would meet the minimum annual sales figures (the
“Sales Target”) set out in the exclusive distribution agreement. On 22 January 2009, a
letter was issued by China United which depicted that the Sales Target of
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HK$120,000,000 for the first term was adjusted to HK$60,000,000. Pursuant to a letter
dated 16 March 2009, China United agreed to grant an additional non-exclusive right to
United Gene Health for the distribution of gene testing services in the PRC. On 3
September 2009, United Gene Health and China United mutually agreed that the adjusted
Sales Target of HK$60,000,000 for the first term had been met. China United further
agreed to set the Sales Target as HK$60,000,000 for the forthcoming year.

On 20 August 2008, our subsidiary, Bestdone Limited (“Bestdone”) entered into an
exclusive distribution agreement with China United, pursuant to which Bestone was
granted the exclusive right to distribute the gene testing services in Asia Pacific region.
On 14 January 2009, as China United changed its sales strategy, Bestdone and China
United mutually agreed that the exclusive distribution agreement be terminated with
immediate effect and the HK$30 million non-interest bearing deposit, which was paid by
Bestdone to China United as a guarantee of annual sales targets on 3 September 2008, was
repaid to Bestdone on the same date.

On 14 July 2009, United Gene Health entered into five franchise agreements (the
“Franchise Agreement”) with five independent distributors namely Fashion Fame
Limited, Grace Noble Limited, Rising Rates International Limited, Noble Hat Limited
and Sky Cultures Limited (the “Distributor”) for the period of five years. According to the
Franchise Agreement, United Gene Health agrees to appoint each of the Distributor as its
distributor for the gene testing services in the PRC and to advance a sum to each of the
Distributor in the amounts of HKS$6,000,000, HK$8,000,000, HK$8,000,000,
HK$10,000,000 and HK$12,000,000 respectively (the “Loan”), which are non-interest
bearing, for the sole purpose of soliciting business opportunities and advertising activities
in connection with the Franchise Agreement and for such other marketing and promotion
activities as permitted by United Gene Health. Each of the Distributor has undertaken to
United Gene Health that the sales attributable to the distribution of gene testing services
in the PRC generated by Fashion Fame Limited, Grace Noble Limited, Rising Rates
International Limited, Noble Hat Limited and Sky Cultures Limited for each of the five
years shall not be less than the specified amounts of HK$24,000,000, HK$32,000,000,
HK$32,000,000, HK$40,000,000 and HKS$48,000,000 respectively (the “Specified
Amount”). In the event that the sales generated by the relevant Distributor in any one year
equals to or exceeds the relevant Specified Amount, United Gene Health agrees to waive
the repayment of 20% of the relevant Loan, otherwise that relevant Distributor shall repay
20% of the relevant Loan to United Gene Health within three business days after the
review made by United Gene Health on the sales generated by that relevant Distributor
during that year. In the event that the sales generated by the relevant Distributor falls
below the relevant Specified Amount for two consecutive years, United Gene Health has
the right to terminate the relevant Franchise Agreement and to require the repayment of
the Loan not yet waived within three business days after it giving the notice of

termination to the relevant Distributor.
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During this Financial Year, turnover of distribution of gene testing services was
approximately HK$46.9 million compared to approximately HK$6.5 million in the
corresponding year, an increase of 621.54% was mainly due to enlarged distribution
region. On the other hand, the gross profit margin decreased from approximately 16.80%
in 2008 to approximately 13.93% in this Financial Year due to providing more
competitive and favourable terms to the distributors in the PRC.

1] 5 45 F {7 B 3 47 R 2> 7] (Shandong Telier Pharmaceutical Company Limited) Co-

operative Joint Venture (the “CJV”) for sales of pharmaceutical products

During this Financial Year, sales of pharmaceutical products via the CJV was
approximately HK$323.9 million compared to approximately HK$282.6 million in the
corresponding year, representing an increase of 14.61%. On the other hand, the gross
profit margin improved from approximately 1.46% in 2008 to approximately 1.71% in
this Financial Year due to the increasing awareness of health care and increasing income

level of people in the PRC.

Desheng Anging

In order to focus on the Group’s efforts in the restructuring of the operation of
¥ s R 3% 4R B (%2 B ) U 2E 47 FR /A B (Shanghai Desheng Technology Group (Anging)
Pharmaceutical Company Limited) (“Desheng Anqing”), the Group suspended the
business operation of Desheng Anqing since 1 August 2008 and passed a special
resolution to wind up voluntarily the immediate holding company of Desheng Anqing,
Hong Kin Holdings Limited (“Hong Kin”), on 19 December 2008. In this Financial Year,
the turnover of Desheng Anqing was approximately HK$3.7 million and it incurred a
gross loss of approximately of HKS$0.5 million. The Group recorded a gain of
approximately HK$20.7 million upon deconsolidation of Hong Kin.

Outlook

Distribution of Gene Testing Services

The management believes that the distribution of gene testing services is a strong
and developing market due to the increasing awareness of health care for individuals and
their family members, along with the increasing national income in the PRC. With the
exclusive and non-exclusive distribution rights for distribution of gene testing services in
Hong Kong and the PRC respectively, and Franchise Agreement which set substantial
sales target for each of the forthcoming five years, the Group will continue to capture
more market shares and business partners by soliciting the existing distributors of gene

testing services, and achieve increasing profitability in the forthcoming years.

-1-53 -



APPENDIX I FINANCIAL INFORMATION OF THE GROUP

Provision of Health Care Management Services

On 23 June 2009, the Group established an indirect wholly-owned subsidiary,
B S (g ) R IR B A R ) (for  identification purpose, United Gene
HealthCare Limited, Shanghai), (“United Gene HealthCare”) in Shanghai, the PRC, being
a limited liability company with a registered capital of HK$20 million. The scope of
business of United Gene HealthCare includes health care management service, health care
consultancy, investment advisory, health care apparatus wholesale, commission agency,
and provision of ancilliary services.

United Gene HealthCare intends to establish the investments in the PRC through the
health care centers in Shanghai, Beijing and Guangzhou etc. The health care centers will
provide health care management services including gene testing and health care services,
health check services, rehabilitation services, psychology consultancy and therapy
services, infirmary and nutrition services, health fitness and exercise services, traditional
Chinese medicine and other ancillary services.

The CJV

On 18 September 2009, the CJV and Laolaishou Biotech Company Limited
(W ERFLAYRHH RN A (“Laolaishou”) mutually agreed, by commercial reason,
to enter into the termination agreement for the exclusive distribution agreement for the
products of Laolaishou in the PRC, with immediate effect. The termination of this
exclusive distribution agreement will not have any material financial impact on the
Group’s operations or financial position.

Financial Review
Liquidity and financial resources

As at 30 June 2009, the Group had bank and cash balances of approximately
HK$74.1 million (30 June 2008: approximately HK$1.7 million). The Loan of Franchise
Agreement totaling of HK$44 million had been paid from the internal resources of the
Group on 22 July 2009.

The ratio of current assets to current liabilities of the Group was 3.05 as at 30 June
2009 compared to 0.02 as at 30 June 2008. The Group’s gearing ratio as at 30 June 2009
was 4.34 (30 June 2008: 0.06) which is calculated based on the Group’s total assets of
approximately HK$140.2 million (30 June 2008: approximately HK$53.5 million) and the
Group’s total liabilities of approximately HK$32.3 million (30 June 2008: approximately
842.0 million). The Group’s liquidity position has been substantially improved as all the
liabilities of the Company incurred on or before 27 June 2008 were compromised and
discharged through the Scheme which became effective from 18 July 2008, and the
Company raised new capital through the share subscription by Best Champion and ADM,
and the placing of the new shares with Partners Capital Securities Limited, details of
which are set out in notes 25 and 29 to the consolidated financial statements respectively.
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Significant investment

As at 30 June 2009, the Company did not have any significant investment.
Charges on the Group’s assets

As at 30 June 2009, the Group did not have any charges on its assets.

As at 30 June 2008, bank loans of approximately HK$27.6 million were secured by
charges over the Group’s certain fixed assets and prepaid lease payments totaling
approximately HK$26.1 million.

Contingent liabilities

The directors of the Company (the “Directors”) are not aware of any significant
contingent liabilities of the Group as at 30 June 2009.

Commitments

Capital Commitments

The Group and the Company had no significant capital commitment as at 30 June
2009 (2008: nil).

Lease Commitments

At 30 June 2009, the total future minimum lease payments under non-cancellable

operating leases are payable as follows:

2009 2008
HK3$’000 HK$’000
Future aggregate minimum lease payments
under operating leases in respect of land
and buildings
— within one year 1,610 312
— in the second to fifth year inclusive 1,014 -
2,624 312

Operating lease payments represent rentals payable by the Group for certain of its
offices and director’s quarter. Leases are negotiated for an average term of 2 years and
rentals are fixed over the lease terms and do not include contingent rentals.
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Foreign Exchange Exposure

The monetary assets and liabilities and businesses of the Group are mainly carried
out and conducted in Hong Kong dollars, Renminbi and United States dollars. The Group
maintains a prudent strategy in its foreign exchange risk management, with the foreign
exchange risks being minimized through balancing the monetary assets versus monetary
liabilities, and foreign currency revenue versus foreign currency expenditure. The Group
did not use any financial instrument to hedge against foreign currency risk. The Group
would monitor its foreign currency exposure closely and consider hedging significant

foreign currency exposure should the need arise.

Number and Remuneration of Employees

As at 30 June 2009, the Group had approximately 184 (30 June 2008: approximately
171) full-time employees, most of which were working in the subsidiaries in the PRC. It
is the Group’s policy that remuneration of the employees is in line with market and
commensurable with the level of pay in the industry. Discretionary year-end bonuses are
payable to the employees based on individual performance. Other benefits to the
employees include medical insurance, retirement schemes, training programmes and

education subsidies.

Total staff costs including the directors’ remuneration for this Financial Year
amounted to approximately HK$5.04 million (2008: approximately HK$3 million).

For the six-months period ended 31 December 2009

Group Results

Turnover of the Group for the six months ended 31 December 2009 (the “Interim
Period”) amounted to approximately HK$294.2 million, representing approximately
55.50% increase from the six months ended 31 December 2008 (approximately HK$189.2
million). The increase in the turnover of approximately HK$105 million for the Interim
Period was mainly contributed by the distribution of the gene testing services that
commenced in the People’s Republic of China’s Region (“the PRC”) in May 2009. Total
comprehensive income attributable to the equity holders of the Company for the Interim
Period was approximately of HK$3.97 million, compared to that of approximately
HK$746.9 million in the corresponding period of the previous year. This was influenced
by the release of a bank loan and other liabilities which amounted to approximately
HK$631.4 million pursuant to a scheme of arrangement which became effective on 18
July 2008 (the “Scheme”) and by gain on deconsolidation of the subsidiaries which
amounted to approximately HK$134.5 million.
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Business Review

Distribution of Gene Testing Services

The Group continued to diversify within the region and expand the market share of
its gene testing services business. Its subsidiary, China United Gene Health Limited
(“United Gene Health”), entered into five franchise agreements (collectively the
“Franchise Agreements” or individually the “Franchise Agreement”) with five
independent distributors, namely Fashion Fame Limited, Grace Noble Limited, Rising
Rates International Limited, Noble Hat Limited and Sky Cultures Limited (collectively
the “Distributors” or individually the “Distributor”) for the period of five years on 14 July
2009. Under the Franchise Agreements, United Gene Health (i) appointed each
Distributor as its distributor for the gene testing services in the PRC; and (ii) advanced
a non-interest bearing loan to the five Distributors named above for HK$6,000,000,
HK$8,000,000, HK$8,000,000, HK$10,000,000 and HK$12,000,000 respectively (the
“Loan”, collectively the “Loans”), for the sole purpose of soliciting business and
organizing marketing activities as permitted by United Gene Health. An undertaking has
been issued to United Gene Health by Fashion Fame Limited, Grace Noble Limited,
Rising Rates International Limited, Noble Hat Limited and Sky Cultures Limited that the
annual sales attributable to the distribution of gene testing services in the PRC generated
by them shall not be less than HKS$24,000,000, HK$32,000,000, HK$32,000,000,
HK$40,000,000 and HK$48,000,000 respectively (the “Specified Amounts”, each as a
“Specified Amount”). In the event that the sales generated by the relevant Distributor in
any one year is equal to or in excess of the relevant Specified Amount, United Gene
Health agrees to waive the repayment of 20% of the relevant Loan; otherwise, the relevant
Distributor shall have to repay 20% of the relevant Loan to United Gene Health within
three business days after the review is made by United Gene Health, pursuant to the
relevant Franchise Agreement. In the event that the sales generated by the relevant
Distributor falls below the relevant Specified Amount for two consecutive years, United
Gene Health will have the right to terminate the relevant Franchise Agreement and to
require the repayment of the relevant Loan outstanding within three business days after

giving the notice of termination to the relevant Distributor.

During the Interim Period, turnover of distribution of gene testing services was
approximately HK$96.7 million (approximately HK$20.4 million in the prior period).
This substantial increase of approximately 374.02% was mainly due to the enlarged
distribution coverage in the PRC since May 2009 which contributed approximately
HK$90.3 million to the turnover during the Interim Period. However, the gross profit
margin decreased from approximately 16.80% in the prior period to approximately
12.25% in the Interim Period due to the introduction of more favourable incentives to the
distributors in the PRC.
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Co-operative Joint Venture 11| 3 15 F| §f & 4 7 R 2+ 7] (Shandong Telier Phermaceutical
Company Limited) (the “CJV”) for sales of pharmaceutical products

On 18 September 2009, CJV mutually agreed with Laolaishou Biotech Company
Limited 7w #3324 Y) Fl £ F R 2 7 (“Laolaishou”) that, for commercial reasons, to
enter into the termination agreement for the exclusive distribution agreement for the
products of Laolaishou in the PRC, with immediate effect. The termination of this
agreement will not have any material financial impact on the Group’s operations or
financial position.

During the Interim Period, sales of pharmaceutical products of the CJV was
approximately HK$197.5 million as compared to approximately HK$165 million in the
prior period, representing an increase of approximately 19.70%, whilst the gross profit

margin remained at approximately 1.65% in the Interim Period.

Financial Review

Liquidity and financial resources

As at 31 December 2009, the Group had bank and cash balances of approximately
HK$27 million (30 June 2009: approximately HK$74.1 million).

The ratio of current assets to current liabilities of the Group was 2.34 as at 31
December 2009 compared to 3.05 as at 30 June 2009. The Group’s gearing ratio as at 31
December 2009 was 0.14 (30 June 2009: 0.23) which is calculated based on the Group’s
total liabilities of approximately HK$18.8 million (30 June 2009: approximately HK$32.3
million) and the Group’s total assets of approximately HK$130.8 million (30 June 2009:
approximately HK$140.2 million).

Significant investment

The Group had no significant investment, nor has it made any material acquisition
or disposal of Group’s companies or associated corporations during the Interim Period (30
June 2009: nil).

The details of future plans for materials investments and their expected sources of
funding in the coming year is stated in the paragraph headed “Provision of Health Care
Management Services” of the section headed “FINANCIAL AND TRADING
PROSPECTS OF THE GROUP” in this Appendix.

Charges on the Group’s assets

As at 31 December 2009, the Group did not have any charges on its assets (30 June
2009: nil).
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Contingent liabilities

The directors of the Company (the “Directors”) are not aware of any significant
contingent liabilities of the Group as at 31 December 2009.

Lease Commitments

At 31 December 2009, the total future minimum lease payments under non-
cancellable operating leases are payable as follows:

31 December 30 June
2009 2009
HK$’000 HK$’000
(Unaudited) (Audited)
Future aggregate minimum lease payments
under operating leases in respect of
land and buildings
— within one year 2,643 1,610
— In the second to fifth years inclusive 560 1,014
3,203 2,624

Operating lease payments represent rentals payable by the Group for certain of its
offices and directors’ quarters. Leases are negotiated for an average term of 2 years and
rentals are fixed over the lease terms and do not include contingent rentals.

Foreign Exchange Exposure

The monetary assets and liabilities and businesses of the Group are mainly carried
out and conducted in Hong Kong dollars and Renminbi. The Group maintains a prudent
strategy in its foreign exchange risk management, with the foreign exchange risks being
minimized through balancing the monetary assets against monetary liabilities, and foreign
currency revenue against foreign currency expenditure. The Group did not use any
financial instrument to hedge against foreign currency risk. The Group will monitor its
foreign currency exposure closely and consider hedging foreign currency exposure where
available should the need arise.

Number and Remuneration of Employees

As at 31 December 2009, the Group had approximately 160 (30 June 2009:
approximately 184) full-time employees, most of whom were working in the subsidiaries
in the PRC. It is the Group’s policy that remuneration of the employees is in line with the
market and commensurable with the level of pay for similar responsibilities within the
industry. Discretionary year-end bonuses are payable to the employees based on
individual performance. Other benefits to the employees include medical insurance,
retirement schemes, training programmes and education subsidies.

Total staff costs including the directors’ remuneration for the Interim Period
amounted to approximately HK$3.3 million (2008: approximately HK$1.9 million).
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8. FINANCIAL AND TRADING PROSPECTS OF THE GROUP
Distribution of Gene Testing Services

The management believes that the distribution of gene testing services has a strong
potential due to increasing awareness of health care by individuals and their families, and
the increasing national income in the PRC. With the exclusive distribution rights in Hong
Kong and non-exclusive distribution rights in the PRC for the gene testing services,
together with the Franchise Agreements which set substantial sales target for each of the
forthcoming five years, the Group will be able to (i) retain the existing distributors and
attract other potential distributors of gene testing services; (ii) secure more competitive
pricing to capture a larger market share; and (iii) add more business partners in different
regions of the PRC, thus achieve increasing profitability in the forthcoming years.

Provision of Health Care Management Services

On 23 June 2009, the Group established an indirect wholly-owned subsidiary,
WA R (FW )R IR AR /A A (for identification purpose, United Gene
HealthCare Limited, Shanghai), ("United Gene HealthCare”) in Shanghai as a limited
liability company with a registered capital of HK$20 million, of which HK$4 million has
been injected as at 31 December 2009 which would be applied towards the start-up and
development costs for the business of the health care center. The scope of business of
United Gene HealthCare includes health care management service, health care
consultancy, health care apparatus wholesale and provision of ancillary services.

On 20 November 2009, United Gene HealthCare established in Guangzhou the first
health care centre to provide gene testing and health care services, health check services,
rehabilitation services, psychology consultancy and therapy services, infirmary and
nutrition services, health fitness and exercise services, traditional Chinese medical
services and other ancillary services. For the period ended 31 December 2009, United
Gene HealthCare had not yet generated any income because it was still in the
development and coordination stage of setting up the provision of health care
management services.

On 15 February 2010, United Gene HealthCare entered into a joint venture
agreement with an independent third party to jointly establish I ¥ i &F ff fil Je 4 23 JIR %5
A7 (Shanghai Tushuguan HealthCare Company Limited) in Shanghai (“SH
HealthCare Joint Venture”), which is a limited liability company with a registered capital
of RMB22.5 million. United Gene HealthCare has committed to contribute a total of
RMB4.5 million representing 20% interest in the SH HealthCare Joint Venture. The scope
of proposed business of SH HealthCare Joint Venture includes health care management
service, health care consultancy, health care apparatus wholesale and provision of
ancillary services.

United Gene HealthCare intends to set up strategically joint ventures in the PRC
with other health care centers in Guangzhou, Shanghai, Beijing and other regions. These
development will be funded by the proceeds from the proposed Rights Issue.
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Co-operative Joint Venture 11 5 15 7 §f & 4 7 R 2+ 7] (Shandong Telier Pharmaceutical
Company Limited), (the “CJV?”) for sales of pharmaceutical products

In October 2009, one member of the top management of the CJV fell seriously ill
and had to be admitted to hospital where he is still being treated. Since then the Group
has been looking for a suitable replacement. Turnover of the CJV has been affected and

it has dropped significantly.

In view of the subdued financial performance and management succession problem,
the Group has been discussing with the joint venture partner to try to restructure the
business of the CJV. The Board is of the view that the current situation of the CJV would
not have any material financial impact on the Group or its financial results.

-1-61 -



APPENDIX II UNAUDITED PRO FORMA STATEMENT OF ADJUSTED
CONSOLIDATED NET TANGIBLE ASSETS OF THE GROUP

UNAUDITED PRO FORMA ADJUSTED CONSOLIDATED NET TANGIBLE ASSETS

The following is an illustrative statement of unaudited pro forma adjusted consolidated
net tangible assets of the Group attributable to the equity owners of the Company which has
been prepared for the purpose of illustrating the effect of the Rights Issue as if it had been taken
place on 31 December 2009 which is based on the unaudited consolidated net tangible assets
of the Group as at 31 December 2009 and adjusted as follows:

Unaudited
consolidated
net
tangible
assets of
the Group Unaudited
attributable Unaudited  pro forma
to the consolidated adjusted
equity Unaudited net consolidated
owners of  Estimated  pro forma tangible net
the net adjusted assets per tangible
Company proceeds consolidated Share assets per
as at 31 from the net before  Share after
December Rights tangible Rights Rights
2009 Issue assets Issue Issue
HK$°000 HK$°000 HK$’000 HKS$ HK$
(Note a) (Note b) (Note ¢)
Based on the
Subscription Price of
HK$0.052 per Rights
Share 111,359 310,080 421,439 0.018 0.035

The Statement is prepared for illustrative purposes only and, because of its nature, it may
not give a true picture of the actual financial position of the Group after the completion of the
Rights Issue.

Notes:

(a)  The unaudited consolidated net tangible assets of the Group attributable to the equity owners of the
Company as at 31 December 2009 is extracted from the Condensed Consolidated Statement of Financial
Position as contained in the Interim Report 2010 of the Group.

(b)  The estimated net proceeds from the Rights Issue are based on the Subscription Price of HK$0.052 per
Share, after deduction of the underwriting commission and other related expenses payable by the
Company.

(c)  The unaudited pro forma adjusted consolidated net tangible assets per Share after Rights Issue is arrived
based on a total of 12,164,508,062 Shares, which represents 6,082,254,031 Shares in issue as at 31
December 2009 and adjusted for 6,082,254,031 Rights Shares expected to be issued immediately after
the completion of the Rights Issue.
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LE R FHA

ANDA CERTIFIED PUBLIC ACCOUNTANTS

k)

9 April 2010

The Board of Directors

United Gene High-Tech Group Limited
Rooms No. 1405-1406, Harbour Centre
No. 25 Harbour Road, Wanchai

Hong Kong

Dear Sirs,

We report on the unaudited pro forma adjusted consolidated net tangible assets (the
“Statement”) of United Gene High-Tech Group Limited (the “Company”) and its subsidiaries
(hereinafter collectively referred to as the “Group”), which has been prepared by the directors
of the Company, for illustrative purposes only, to provide information about how the Rights
Issue might have affected the consolidated net tangible assets of the Group as if the Rights
Issue had been taken place at 31 December 2009, for inclusion in Appendix II to the circular
of the Company dated 9 April 2010 (the “Circular”). The basis of preparation of the Statement
is set out on page II-1 to the Circular.

Respective responsibilities of directors of the Company and reporting accountants

It is the responsibility solely of the directors of the Company to prepare the Statement in
accordance with paragraph 29 of Chapter 4 of the Rules Governing the Listing of Securities on
The Stock Exchange of Hong Kong Limited (the “Listing Rules”) and with reference to
Accounting Guideline 7 “Preparation of Pro Forma Financial Information for Inclusion in
Investment Circulars” issued by the Hong Kong Institute of Certified Public Accountants (the
“HKICPA™).

It is our responsibility to form an opinion, as required by paragraph 29(7) of Chapter 4
of the Listing Rules, on the Statement and to report our opinion to you. We do not accept any
responsibility for any reports previously given by us on any financial information used in the
compilation of the Statement beyond that owed to those to whom those reports were addressed

by us at the dates of their issue.
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Basis of opinion

We conducted our engagement in accordance with Hong Kong Standard on Investment
Circular Reporting Engagements 300 “Accountants’ Reports on Pro Forma Financial
Information in Investment Circulars” issued by the HKICPA. Our work consisted primarily of
comparing the unadjusted financial information with source documents, considering the
evidence supporting the adjustments and discussing the Statement with the directors of the
Company. The engagement did not involve independent examination of any of the underlying

financial information.

We planned and performed our work so as to obtain the information and explanations we
considered necessary in order to provide us with sufficient evidence to give reasonable
assurance that the Statement has been properly compiled by the directors of the Company on
the basis stated, that such basis is consistent with the accounting policies of the Group and that
the adjustments are appropriate for the purpose of the Statement as disclosed pursuant to
paragraph 29(1) of Chapter 4 of the Listing Rules.

The Statement is for illustrative purpose only, based on the judgements and assumptions
of the directors of the Company, and, because of its hypothetical nature, does not provide any
assurance or indication that any event will take place in the future and may not be indicative
of the financial position of the Group as at 31 December 2009 or at any future date.

Opinion

In our opinion:

(a) the Statement has been properly compiled by the directors of the Company on the
basis stated;

(b) such basis is consistent with the accounting policies of the Group; and

(c) the adjustments are appropriate for the purposes of the Statement as disclosed
pursuant to paragraph 29(1) of Chapter 4 of the Listing Rules.

Yours faithfully,

ANDA Certified Public Accountants
Hong Kong
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APPENDIX IIT SUMMARY OF THE CONSTITUTION OF THE

COMPANY AND CAYMAN COMPANY LAW

Set out below is a summary of certain provisions of the Memorandum and Articles of

Association of the Company and of certain aspects of Cayman company law.

The Company was incorporated in the Cayman Islands as an exempted company with
limited liability on 24 May, 2000 under the Companies Law, Cap 22 (Law 3 of 1961, as
consolidated and revised) of the Cayman Islands (the “Companies Law”). The Memorandum

of Association (the “Memorandum”) and the Articles of Association (the “Articles”) comprise

its constitution.

1. MEMORANDUM OF ASSOCIATION

(a)

(b)

The Memorandum states, inter alia, that the liability of members of the Company is
limited to the amount, if any, for the time being unpaid on the Shares respectively
held by them and that the objects for which the Company is established are
unrestricted (including acting as an investment company), and that the Company
shall have and be capable of exercising all the functions of a natural person of full
capacity irrespective of any question of corporate benefit, as provided in section
27(2) of the Companies Law and in view of the fact that the Company is an
exempted company that the Company will not trade in the Cayman Islands with any
person, firm or corporation except in furtherance of the business of the Company
carried on outside the Cayman Islands.

The Company may by special resolution alter its Memorandum with respect to any
objects, powers or other matters specified therein.

2.  ARTICLES OF ASSOCIATION

The following is a summary of certain provisions of the Articles:

(a)

Directors

(i) Power to allot and issue shares and warrants

Subject to the provisions of the Companies Law and the Memorandum and
Articles and to any special rights conferred on the holders of any shares or class of
shares, any share may be issued with or have attached thereto such rights, or such
restrictions, whether with regard to dividend, voting, return of capital, or otherwise,
as the Company may by ordinary resolution determine (or, in the absence of any
such determination or so far as the same may not make specific provision, as the
board may determine). Subject to the Companies Law, the rules of any Designated
Stock Exchange (as defined in the Articles) and the Memorandum and Articles, and
to any special rights conferred on the holders of any shares or attaching to any class
of shares, shares may be issued on the terms that they may be, or at the option of
the Company or the holder are, liable to be redeemed on such terms and in such
manner, including out of capital, as the board may deem fit.
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The board may issue warrants conferring the right upon the holders thereof to
subscribe for any class of shares or securities in the capital of the Company on such
terms as it may from time to time determine.

Subject to the provisions of the Companies Law and the Articles, any direction
that may be given by the Company in general meeting and, where applicable, the
rules of any Designated Stock Exchange (as defined in the Articles) and without
prejudice to any special rights or restrictions for the time being attached to any
shares or any class of shares, all unissued shares in the Company (whether forming
part of the original or any increased capital) shall be at the disposal of the board,
which may offer, allot, grant options over or otherwise dispose of them to such
persons, at such times, for such consideration and on such terms and conditions as
it in its absolute discretion thinks fit, but so that no shares shall be issued at a
discount.

Neither the Company nor the board shall be obliged, when making or granting
any allotment of, offer of, option over or disposal of shares, to make, or make
available, any such allotment, offer, option or shares to members or others with
registered addresses in any particular territory or territories being a territory or
territories where, in the absence of a registration statement or other special
formalities, this would or might, in the opinion of the board, be unlawful or
impracticable. Members affected as a result of the foregoing sentence shall not be,

or be deemed to be, a separate class of members for any purpose whatsoever.

(ii) Power to dispose of the assets of the Company or any subsidiary

There are no specific provisions in the Articles relating to the disposal of the
assets of the Company or any of its subsidiaries. The Directors may, however,
exercise all powers and do all acts and things which may be exercised or done or
approved by the Company and which are not required by the Articles or the
Companies Law to be exercised or done by the Company in general meeting.

(iit) Compensation or payments for loss of office

Pursuant to the Articles, payments to any Director or past Director of any sum
by way of compensation for loss of office or as consideration for or in connection
with his retirement from office (not being a payment to which the Director is
contractually entitled) must be approved by the Company in general meeting.

(iv) Loans and provision of security for loans to Directors

There are provisions in the Articles prohibiting the making of loans to
Directors.
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(v) Disclosure of interests in contracts with the Company or any of its
subsidiaries

A Director may hold any other office or place of profit with the Company
(except that of the auditor of the Company) in conjunction with his office of Director
for such period and, subject to the Articles, upon such terms as the board may
determine, and may be paid such extra remuneration therefor (whether by way of
salary, commission, participation in profits or otherwise) in addition to any
remuneration provided for by or pursuant to any other Articles. A Director may be
or become a director or other officer of, or otherwise interested in, any company
promoted by the Company or any other company in which the Company may be
interested, and shall not be liable to account to the Company or the members for any
remuneration, profits or other benefits received by him as a director, officer or
member of, or from his interest in, such other company. Subject as otherwise
provided by the Articles, the board may also cause the voting power conferred by the
shares in any other company held or owned by the Company to be exercised in such
manner in all respects as it thinks fit, including the exercise thereof in favour of any
resolution appointing the Directors or any of them to be directors or officers of such
other company, or voting or providing for the payment of remuneration to the
directors or officers of such other company.

Subject to the Companies Law and the Articles, no Director or proposed or
intended Director shall be disqualified by his office from contracting with the
Company, either with regard to his tenure of any office or place of profit or as
vendor, purchaser or in any other manner whatsoever, nor shall any such contract or
any other contract or arrangement in which any Director is in any way interested be
liable to be avoided, nor shall any Director so contracting or being so interested be
liable to account to the Company or the members for any remuneration, profit or
other benefits realised by any such contract or arrangement by reason of such
Director holding that office or the fiduciary relationship thereby established. A
Director who to his knowledge is in any way, whether directly or indirectly,
interested in a contract or arrangement or proposed contract or arrangement with the
Company shall declare the nature of his interest at the meeting of the board at which
the question of entering into the contract or arrangement is first taken into
consideration, if he knows his interest then exists, or in any other case, at the first
meeting of the board after he knows that he is or has become so interested.

A Director shall not vote (nor be counted in the quorum) on any resolution of
the board approving any contract or arrangement or other proposal in which he or
any of his associates is materially interested, but this prohibition shall not apply to
any of the following matters, namely:

(aa) any contract or arrangement for giving to such Director or his associate(s)
any security or indemnity in respect of money lent by him or any of his
associates or obligations incurred or undertaken by him or any of his
associates at the request of or for the benefit of the Company or any of
its subsidiaries;
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(bb) any contract or arrangement for the giving of any security or indemnity
to a third party in respect of a debt or obligation of the Company or any
of its subsidiaries for which the Director or his associate(s) has
himself/themselves assumed responsibility in whole or in part whether
alone or jointly under a guarantee or indemnity or by the giving of
security;

(cc) any contract or arrangement concerning an offer of shares or debentures
or other securities of or by the Company or any other company which the
Company may promote or be interested in for subscription or purchase,
where the Director or his associate(s) is/are or is/are to be interested as
a participant in the underwriting or sub-underwriting of the offer;

(dd) any contract or arrangement in which the Director or his associate(s)
is/are interested in the same manner as other holders of shares or
debentures or other securities of the Company by virtue only of his/their
interest in shares or debentures or other securities of the Company;

(ee) any contract or arrangement concerning any other company in which the
Director or his associate(s) is/are interested only, whether directly or
indirectly, as an officer or executive or a shareholder or in which the
Director and any of his associates are not in aggregate beneficially
interested in 5 percent. or more of the issued shares or of the voting rights
of any class of shares of such company (or of any third company through
which his interest or that of any of his associates is derived); or

(ff) any proposal or arrangement concerning the adoption, modification or
operation of a share option scheme, a pension fund or retirement, death,
or disability benefits scheme or other arrangement which relates both to
Directors, his associates and employees of the Company or of any of its
subsidiaries and does not provide in respect of any Director, or his
associate(s), as such any privilege or advantage not accorded generally to
the class of persons to which such scheme or fund relates.

(vi) Remuneration

The ordinary remuneration of the Directors shall from time to time be
determined by the Company in general meeting, such sum (unless otherwise directed
by the resolution by which it is voted) to be divided amongst the Directors in such
proportions and in such manner as the board may agree or, failing agreement,
equally, except that any Director holding office for part only of the period in respect
of which the remuneration is payable shall only rank in such division in proportion
to the time during such period for which he held office. The Directors shall also be
entitled to be prepaid or repaid all travelling, hotel and incidental expenses
reasonably expected to be incurred or incurred by them in attending any board
meetings, committee meetings or general meetings or separate meetings of any class
of shares or of debentures of the Company or otherwise in connection with the
discharge of their duties as Directors.
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Any Director who, by request, goes or resides abroad for any purpose of the
Company or who performs services which in the opinion of the board go beyond the
ordinary duties of a Director may be paid such extra remuneration (whether by way
of salary, commission, participation in profits or otherwise) as the board may
determine and such extra remuneration shall be in addition to or in substitution for
any ordinary remuneration as a Director. An executive Director appointed to be a
managing director, joint managing director, deputy managing director or other
executive officer shall receive such remuneration (whether by way of salary,
commission or participation in profits or otherwise or by all or any of those modes)
and such other benefits (including pension and/or gratuity and/or other benefits on
retirement) and allowances as the board may from time to time decide. Such
remuneration may be either in addition to or in lieu of his remuneration as a

Director.

The board may establish or concur or join with other companies (being
subsidiary companies of the Company or companies with which it is associated in
business) in establishing and making contributions out of the Company’s monies to
any schemes or funds for providing pensions, sickness or compassionate allowances,
life assurance or other benefits for employees (which expression as used in this and
the following paragraph shall include any Director or ex-Director who may hold or
have held any executive office or any office of profit with the Company or any of
its subsidiaries) and ex-employees of the Company and their dependents or any class

or classes of such persons.

The board may pay, enter into agreements to pay or make grants of revocable
or irrevocable, and either subject or not subject to any terms or conditions, pensions
or other benefits to employees and ex-employees and their dependents, or to any of
such persons, including pensions or benefits additional to those, if any, to which
such employees or ex-employees or their dependents are or may become entitled
under any such scheme or fund as is mentioned in the previous paragraph. Any such
pension or benefit may, as the board considers desirable, be granted to an employee
either before and in anticipation of, or upon or at any time after, his actual
retirement.

(vii) Retirement, appointment and removal

Notwithstanding any other provisions in the Articles, at each annual general
meeting, one-third of the Directors for the time being (or if their number is not a
multiple of three, then the number nearest to but not greater than one-third) will
retire from office by rotation provided that every Director (including those
appointed for a specific term) shall be subject to retirement by rotation at least once
every three years. The Company at the general meeting at which a Director retires
may fill the vacated office. A retiring Director shall be eligible for re-election. The

Directors to retire by rotation shall include (so far as necessary to ascertain the
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number of directors to retire by rotation) any Directors who wishes to retire and not
to offer himself for re-election. Any further Directors so to retire shall be those of
the other Directors subject to retirement by rotation who have been longest in office
since their last re-election or appointment and so that as between persons who
became or were last re-elected Directors on the same day those to retire shall (unless
they otherwise agree among themselves) be determined by lot. There are no
provisions relating to retirement of Directors upon reaching any age limit.

The Directors shall have the power from time to time and at any time to appoint
any person as a Director either to fill a casual vacancy on the board or as an addition
to the existing board. Any Director appointed to fill a casual vacancy shall hold
office only until the next following general meeting of the Company and any
Director apponted as an additional Director shall hold office only until the next
following annual general meeting of the Company. Any Director so appointed shall
then be eligible for re-election at the meeting but shall not be taken into account in
determining the Directors or the number of Directors who are to retire by rotation
at such meeting. Neither a Director nor an alternate Director is required to hold any
shares in the Company by way of qualification.

A Director may be removed by an ordinary resolution of the Company before
the expiration of his period of office (but without prejudice to any claim which such
Director may have for damages for any breach of any contract between him and the
Company) and may by ordinary resolution appoint another in his place. Unless
otherwise determined by the Company in general meeting, the number of Directors
shall not be less than two. There is no maximum number of Directors.

The office or director shall be vacated:

(aa) if he resigns his office by notice in writing delivered to the Company at
the registered office of the Company for the time being or tendered at a
meeting of the board whereupon the board resolves to accept such
resignation;

(bb) becomes of unsound mind or dies;
(cc) if, without special leave, he is absent from meetings of the board (unless
an alternate director appointed by him attends) for six (6) consecutive

months, and the board resolves that his office is vacated;

(dd) if he becomes bankrupt or has a receiving order made against him or
suspends payment or compounds with his creditors;

(ee) if he is prohibited from being a director by law;

(ff) if he ceases to be a director by virtue of any provision of law or is
removed from office pursuant to the Articles.
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(b)

The board may from time to time appoint one or more of its body to be
managing director, joint managing director, or deputy managing director or to hold
any other employment or executive office with the Company for such period and
upon such terms as the board may determine and the board may revoke or terminate
any of such appointments. The board may delegate any of its powers, authorities and
discretions to committees consisting of such Director or Directors and other persons
as the board thinks fit, and it may from time to time revoke such delegation or
revoke the appointment of and discharge any such committees either wholly or in
part, and either as to persons or purposes, but every committee so formed shall, in
the exercise of the powers, authorities and discretions so delegated, conform to any

regulations that may from time to time be imposed upon it by the board.

(viii) Borrowing powers

The board may exercise all the powers of the Company to raise or borrow
money, to mortgage or charge all or any part of the undertaking, property and assets
(present and future) and uncalled capital of the Company and, subject to the
Companies Law, to issue debentures, bonds and other securities of the Company,
whether outright or as collateral security for any debt, liability or obligation of the
Company or of any third party.

Note: These provisions, in common with the Articles in general, can be varied with the sanction
of a special resolution of the Company.

(ix) Proceedings of the board

The board may meet for the despatch of business, adjourn and otherwise
regulate their meetings as they think fit. Questions arising at any meeting shall be
determined by a majority of votes. In the case of an equality of votes, the chairman
of the meeting shall have an additional or casting vote.

(x) Register of Directors and Officers

The Companies Law and the Articles provide that the Company is required to
maintain at its registered office a register of directors and officers which is not
available for inspection by the public. A copy of such register must be filed with the
Registrar of Companies in the Cayman Islands and any change must be notified to
the Registrar within thirty (30) days of any change in such directors or officers.

Alterations to constitutional documents

The Articles may be rescinded, altered or amended by the Company in general

meeting by special resolution. The Articles state that a special resolution shall be required

to alter the provisions of the Memorandum, to amend the Articles or to change the name

of the Company.
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(c) Alteration of capital

The Company may from time to time by ordinary resolution in accordance with the
relevant provisions of the Companies Law:

(i) increase its capital by such sum, to be divided into shares of such amounts as
the resolution shall prescribe;

(i) consolidate and divide all or any of its capital into shares of larger amount than
its existing shares;

(ii1) divide its shares into several classes and without prejudice to any special rights
previously conferred on the holders of existing shares attach thereto
respectively any preferential, deferred, qualified or special rights, privileges,
conditions or restrictions as the Company in general meeting or as the directors
may determine;

(iv) sub-divide its shares or any of them into shares of smaller amount than is fixed
by the Memorandum, subject nevertheless to the provisions of the Companies
Law, and so that the resolution whereby any share is sub-divided may
determine that, as between the holders of the shares resulting from such
sub-division, one or more of the shares may have any such preferred or other
special rights, over, or may have such deferred rights or be subject to any such
restrictions as compared with the others as the Company has power to attach
to unissued or new shares; or

(v) cancel any shares which, at the date of passing of the resolution, have not been
taken, or agreed to be taken, by any person, and diminish the amount of its
capital by the amount of the shares so cancelled.

The Company may from time to time by special resolution, subject to any
confirmation or consent required by the Companies Law, reduce its share capital or any
capital redemption reserve or other undistributable reserve in any manner permitted by
law.

(d) Variation of rights of existing shares or classes of shares

Subject to the Companies Law and without prejudice to the share rights provisions
in the Articles, all or any of the special rights attached to the shares or any class of shares
may, unless otherwise provided for by the terms of issue of that class, from time to time
(whether or not the Company is being wound up) be varied, modified or abrogated either
with the consent in writing of the holders of not less than three-fourths in nominal value
of the issued shares of that class or with the sanction of a special resolution passed at a

separate general meeting of the holders of the shares of that class. To every such separate
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general meeting the provisions of the Articles relating to general meetings will mutatis
mutandis apply, but so that the necessary quorum (other than at an adjourned meeting)
shall be two persons present in person or (in the case of a member being a corporation)
by its duly authorized representative or by proxy holding or representing not less than
one-third in nominal value of the issued shares of that class and at any adjourned meeting
of such holders, two holders present in person or (in the case of a member being a
corporation) its duly authorized representative or by proxy (whatever the number of
shares held by them) shall be a quorum. Every holder of shares of the class shall be

entitled to one vote for every such share held by him.

The special rights conferred upon the holders of any shares or class of shares shall
not, unless otherwise expressly provided in the rights attaching to the terms of issue of
such shares, be deemed to be varied by the creation or issue of further shares ranking pari
passu therewith.

(e) Special resolution — majority required

Pursuant to the Articles, a special resolution of the Company must be passed by a
majority of not less than three-fourths of the votes cast by such members as, being entitled
so to do, vote in person or, in the case of such members as are corporations, by their duly
authorised representatives or, where proxies are allowed, by proxy at a general meeting
of which notice has been duly given in accordance with the Articles.

A copy of any special resolution must be forwarded to the Registrar of Companies
in the Cayman Islands within fifteen (15) days of being passed.

An ordinary resolution is defined in the Articles to mean a resolution passed by a
simple majority of the votes of such members of the Company as, being entitled to do so,
vote in person or, in the case of corporations, by their duly authorised representatives or,
where proxies are allowed, by proxy at a general meeting of which notice has been duly

given in accordance with the Articles.

(f) Voeting rights

Subject to any special rights or restrictions as to voting for the time being attached
to any shares by or in accordance with the Articles, at any general meeting on a poll every
member present in person or by proxy or, in the case of a member being a corporation,
by its duly authorised representative shall have one vote for every fully paid share of
which he is the holder but so that no amount paid up or credited as paid up on a share in
advance of calls or installments is treated for the foregoing purposes as paid up on the
share. A resolution put to the vote of a meeting shall be decided by way of a poll. A
member entitled to more than one vote need not use all his votes or cast all the votes he

uses in the same way.
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If a clearing house (or its nominee), being a corporation, is a member of the
Company it may authorise such persons as it thinks fit to act as its representative(s) at any
meeting of the Company or at any meeting of any class of members of the Company
provided that the authorization shall specify the number and class of shares in respect of
which each such representative is so authorised. Each person so authorized shall be
entitled to exercise the same rights and powers as if such person was the registered holder
of the shares of the Company held by the clearing house (or its nominee).

All questions submitted to a meeting shall be decided by a simple majority of votes
except where a greater majority is required by the Articles or by the Companies Law. In
the case of an equality of votes, the chairman of such meeting shall be entitled to a second
or casting vote in addition to any other vote he may have. In case of any dispute as to the
admission or rejection of any vote, the chairman shall determine the same, and such
determination shall be final and conclusive.

(g) Requirements for annual general meetings

An annual general meeting of the Company must be held in each year, other than the
year of the Company’s incorporation (within a period of not more than fifteen (15)
months after the holding of the last preceding annual general meeting or a period of
eighteen (18) months from the date of incorporation, unless a longer period would not
infringe the rules of any Designated Stock Exchange (as defined in the Articles)) at such
time and place as may be determined by the board.

(h) Accounts and audit

The board shall cause true accounts to be kept of the sums of money received and
expended by the Company, and the matters in respect of which such receipt and
expenditure take place, and of the property, assets, credits and liabilities of the Company
and of all other matters required by the Companies Law or necessary to give a true and
fair view of the Company’s affairs and to explain its transactions.

The accounting records shall be kept at the registered office or at such other place
or places as the board decides and shall always be open to inspection by any Director. No
member (other than a Director) shall have any right to inspect any accounting record or
book or document of the Company except as conferred by law or authorised by the board
or the Company in general meeting.

A printed copy of the Directors’ report, accompanied by the balance sheet and profit
and loss account, including every document required by law to be annexed thereto, made
up to the end of the applicable financial year and containing a summary of the assets and
liabilities of the Company under convenient heads and a statement of income and
expenditure, together with a copy of the auditors’ report, shall be sent to each person

entitled thereto at least twenty-one (21) days before the date of the general meeting and
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laid before the Company at the annual general meeting held in accordance with the
Articles provided that the foregoing shall not require a copy of those documents to be sent
to any person whose address the Company is not aware or to more than one of the joint
holders of any shares or debentures.

Auditors shall be appointed and the terms and tenure of such appointment and their
duties at all times regulated in accordance with the provisions of the Articles. The
remuneration of the auditors shall be fixed by the Company in general meeting or in such
manner as the members may determine.

The financial statements of the Company shall be audited by the auditor in
accordance with generally accepted auditing standards. The auditor shall make a written
report thereon in accordance with generally accepted auditing standards and the report of
the auditor shall be submitted to the members in general meeting. The generally accepted
auditing standards referred to herein may be those of a country or jurisdiction other than
the Cayman Islands. If so, the financial statements and the report of the auditor should
disclose this fact and name such country or jurisdiction.

(i) Notices of meetings and business to be conducted thereat

An annual general meeting shall be called by notice of not less than twenty-one (21)
clear days and not less than twenty (20) clear business days and any extraordinary general
meeting at which it is proposed to pass a special resolution shall (save as set out in
sub-paragraph (e) above) be called by notice of at least twenty-one (21) clear days and
not less than ten (10) clear business days. All other extraordinary general meetings shall
be called by notice of at least fourteen (14) clear days and not less than ten (10) clear
business days but if permitted by the rules of the Designated Stock Exchange, it shall be
deemed to have been duly called if it is so agreed:

(i) in the case of a meeting called as an annual general meeting, by all members
of the Company entitled to attend and vote thereat; and

(i1) in the case of any other meeting, by a majority in number of the members
having a right to attend and vote at the meeting, being a majority together
holding not less than ninety-five per cent (95%) in nominal value of the issued
shares giving that right.

The notice must specify the time and place of the meeting and particulars of
resolutions to be considered at the meeting and, in case of special business, the general
nature of that business. The notice convening an annual general meeting shall specify the
meeting as such. In addition notice of every general meeting shall be given to all members
of the Company other than such as, under the provisions of the Articles or the terms of
issue of the shares they hold, are not entitled to receive such notices from the Company,
and also to all persons entitled to a share in consequence of the death or bankruptcy or
winding-up of a member and to each of the directors and the auditors for the time being
of the Company.
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All business shall be deemed special that is transacted at an extraordinary general
meeting and also all business shall be deemed special that is transacted at an annual
general meeting with the exception of the following:

(aa) the declaration and sanctioning of dividends;

(bb) the consideration and adoption of the accounts and balance sheet and the
reports of the directors and the auditors and other documents required to be
annexed to the balance sheet;

(cc) the election of directors whether by rotation or otherwise in place of those

retiring;

(dd) the appointment of auditors (where special notice of the intention for such
appointment is not required by the Companies Law) and other officers;

(ee) the fixing of the remuneration of the auditors, and the voting of remuneration

or extra remuneration to the Directors; and

(ff) the granting of any mandate or authority to the directors to offer, allot, grant
options over or otherwise dispose of the unissued shares of the Company
representing not more than twenty per cent (20%) in nominal value of its
existing issued share capital.

(j) Transfer of shares

All transfers of shares may be effected by an instrument of transfer in the usual or
common form or in such other form as the board may approve and which may be under
hand or, if the transferor or transferee is a clearing house or its nominee(s), by hand or
by machine imprinted signature or by such other manner of execution as the board may
approve from time to time. The instrument of transfer shall be executed by or on behalf
of the transferor and the transferee provided that the board may dispense with the
execution of the instrument of transfer by the transferee in any case in which it thinks fit,
in its discretion, to do so and the transferor shall be deemed to remain the holder of the
share until the name of the transferee is entered in the register of members in respect
thereof. The board may also resolve either generally or in any particular case, upon
request by either the transferor or the transferee, to accept mechanically executed
transfers.

The board in so far as permitted by any applicable law may, in its absolute
discretion, at any time and from time to time transfer any share upon the principal register
to any branch register or any share on any branch register to the principal register or any
other branch register.
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Unless the board otherwise agrees, no shares on the principal register shall be
transferred to any branch register nor may shares on any branch register be transferred to
the principal register or any other branch register. All transfers and other documents of
title shall be lodged for registration and registered, in the case of shares on a branch
register, at the relevant registration office and, in the case of shares on the principal
register, at the registered office in the Cayman Islands or such other place at which the

principal register is kept in accordance with the Companies Law.

The board may, in its absolute discretion, and without assigning any reason, refuse
to register a transfer of any share (not being a fully paid up share) to a person of whom
it does not approve or any share issued under any share incentive scheme for employees
upon which a restriction on transfer imposed thereby still subsists, and it may also refuse
to register any transfer of any share to more than four joint holders or any transfer of any

share (not being a fully paid up share) on which the Company has a lien.

The board may decline to recognise any instrument of transfer unless a fee of such
maximum sum as any Designated Stock Exchange (as defined in the Articles) may
determine to be payable or such lesser sum as the Directors may from time to time require
is paid to the Company in respect thereof, the instrument of transfer, if applicable, is
properly stamped, is in respect of only one class of share and is lodged at the relevant
registration office or registered office or such other place at which the principal register
is kept accompanied by the relevant share certificate(s) and such other evidence as the
board may reasonably require to show the right of the transferor to make the transfer (and
if the instrument of transfer is executed by some other person on his behalf, the authority

of that person so to do).

The registration of transfers of shares or of any class of shares may, after notice has
been given by advertisement in any newspapers or by any other means in accordance with
or permitted by the requirements of any Designated Stock Exchange (as defined in the
Articles) to that effect be suspected at such times and for such periods (not exceeding in
the whole thirty (30) days in any year) as the board may determine.

(k) Power for the Company to purchase its own shares

The Company is empowered by the Companies Law and the Articles to purchase its
own Shares subject to certain restrictions and the board may only exercise this power on
behalf of the Company subject to any applicable requirements imposed from time to time

by any Designated Stock Exchange (as defined in the Articles) and the Companies Law.
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(I) Power for any subsidiary of the Company to own shares in the Company and
financial assistance to purchase shares of the Company

There are no provisions in the Articles relating to ownership of shares in the
Company by a subsidiary.

Except as allowed by the Companies Law and subject further to compliance with the
rules and regulations of the Designated Stock Exchange (as defined in the Articles) and
any other regulatory authority, the Company shall not give financial assistance for the
purpose of or in connection with a purchase made or to be made by any person of any
shares in the Company.

(m) Dividends and other methods of distribution

Subject to the Companies Law, the Company in general meeting may declare
dividends in any currency to be paid to the members but no dividend shall be declared in
excess of the amount recommended by the board.

The Articles provide dividends may be declared and paid out of the profits of the
Company, realised or unrealised, or from any reserve set aside from profits which the
Directors determine is no longer needed. With the sanction of an ordinary resolution
dividends may also be declared and paid out of share premium account or any other fund
or account which can be authorised for this purpose in accordance with the Companies
Law.

Except in so far as the rights attaching to, or the terms of issue of, any share may
otherwise provide, (i) all dividends shall be declared and paid according to the amounts
paid up on the shares in respect whereof the dividend is paid but no amount paid up on
a share in advance of calls shall for this purpose be treated as paid up on the share and
(i1) all dividends shall be apportioned and paid pro rata according to the amount paid up
on the shares during any portion or portions of the period in respect of which the dividend
is paid. The Directors may deduct from any dividend or other monies payable to any
member or in respect of any shares all sums of money (if any) presently payable by him
to the Company on account of calls or otherwise.

Whenever the board or the Company in general meeting has resolved that a dividend
be paid or declared on the share capital of the Company, the board may further resolve
either (a) that such dividend be satisfied wholly or in part in the form of an allotment of
shares credited as fully paid up, provided that the shareholders entitled thereto will be
entitled to elect to receive such dividend (or part thereof) in cash in lieu of such allotment,
or (b) that shareholders entitled to such dividend will be entitled to elect to receive an
allotment of shares credited as fully paid up in lieu of the whole or such part of the
dividend as the board may think fit. The Company may also upon the recommendation of
the board by an ordinary resolution resolve in respect of any one particular dividend of
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the Company that it may be satisfied wholly in the form of an allotment of shares credited
as fully paid up without offering any right to shareholders to elect to receive such

dividend in cash in lieu of such allotment.

Any dividend, interest or other sum payable in cash to the holder of shares may be
paid by cheque or warrant sent through the post addressed to the holder at his registered
address, or in the case of joint holders, addressed to the holder whose name stands first
in the register of the Company in respect of the shares at his address as appearing in the
register or addressed to such person and at such addresses as the holder or joint holders
may in writing direct. Every such cheque or warrant shall, unless the holder or joint
holders otherwise direct, be made payable to the order of the holder or, in the case of joint
holders, to the order of the holder whose name stands first on the register in respect of
such shares, and shall be sent at his or their risk and payment of the cheque or warrant
by the bank on which it is drawn shall constitute a good discharge to the Company. Any
one of two or more joint holders may give effectual receipts for any dividends or other
moneys payable or property distributable in respect of the shares held by such joint
holders.

Whenever the board or the Company in general meeting has resolved that a dividend
be paid or declared the board may further resolve that such dividend be satisfied wholly
or in part by the distribution of specific assets of any kind.

All dividends or bonuses unclaimed for one year after having been declared may be
invested or otherwise made use of by the board for the benefit of the Company until
claimed and the Company shall not be constituted a trustee in respect thereof. All
dividends or bonuses unclaimed for six years after having been declared may be forfeited
by the board and shall revert to the Company.

No dividend or other monies payable by the Company on or in respect of any share
shall bear interest against the Company.

(n) Proxies

Any member of the Company entitled to attend and vote at a meeting of the
Company is entitled to appoint another person as his proxy to attend and vote instead of
him. A member who is the holder of two or more shares may appoint more than one proxy
to represent him and vote on his behalf at a general meeting of the Company or at a class
meeting. A proxy need not be a member of the Company and shall be entitled to exercise
the same powers on behalf of a member who is an individual and for whom he acts as
proxy as such member could exercise. In addition, a proxy or proxies representing either
a member who is an individual or a member which is a corporation shall be entitled to
exercise the same powers on behalf of the member which he or they represent as such

member could exercise. Votes may be given either personally or by proxy.

—II-15 -



APPENDIX IIT SUMMARY OF THE CONSTITUTION OF THE
COMPANY AND CAYMAN COMPANY LAW

(o) Call on shares and forfeiture of shares

Subject to the Articles and to the terms of allotment, the board may from time to
time make such calls upon the members in respect of any monies unpaid on the shares
held by them respectively (whether on account of the nominal value of the shares or by
way of premium). A call may be made payable either in one lump sum or by installments.
If the sum payable in respect of any call or instalment is not paid on or before the day
appointed for payment thereof, the person or persons from whom the sum is due shall pay
interest on the same at such rate not exceeding twenty per cent. (20%) per annum as the
board may agree to accept from the day appointed for the payment thereof to the time of
actual payment, but the board may waive payment of such interest wholly or in part. The
board may, if it thinks fit, receive from any member willing to advance the same, either
in money or money’s worth, all or any part of the monies uncalled and unpaid or
installments payable upon any shares held by him, and upon all or any of the monies so
advanced the Company may pay interest at such rate (if any) as the board may decide.

If a member fails to pay any call on the day appointed for payment thereof, the board
may serve not less than fourteen (14) clear days’ notice on him requiring payment of so
much of the call as is unpaid, together with any interest which may have accrued and
which may still accrue up to the date of actual payment and stating that, in the event of
non-payment at or before the time appointed, the shares in respect of which the call was
made will be liable to be forfeited.

If the requirements of any such notice are not complied with, any share in respect
of which the notice has been given may at any time thereafter, before the payment
required by the notice has been made, be forfeited by a resolution of the board to that
effect. Such forfeiture will include all dividends and bonuses declared in respect of the

forfeited share and not actually paid before the forfeiture.

A person whose shares have been forfeited shall cease to be a member in respect of
the forfeited shares but shall, notwithstanding, remain liable to pay to the Company all
monies which, at the date of forfeiture, were payable by him to the Company in respect
of the shares, together with (if the board shall in its discretion so require) interest thereon
from the date of forfeiture until the date of actual payment at such rate not exceeding
twenty per cent. (20%) per annum as the board determines.

(p) Inspection of register of members

Pursuant to the Articles, the register and branch register of members shall be open
to inspection for at least two (2) hours on every business day by members without charge,
or by any other person upon a maximum payment of HK$2.50 or such lesser sum
specified by the board, at the registered office or such other place at which the register
is kept in accordance with the Companies Law or, if appropriate, upon a maximum
payment of HK$1.00 or such lesser sum specified by the board, at the Registration Office
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(as defined in the Articles). The register of members, including any overseas or local or
other branch register of members may, after notice has been given by advertisement in
newspapers in accordance with the requirements of the Designated Stock Exchange (as
defined in the Articles) or by any electronic means in such manner as may be accepted
by the Designated Stock Exchange (as defined in the Articles) to that effect, be closed at
such times or for such periods not exceeding in the whole thirty (30) days in each year
as the board may determine and either generally or in respect of any class of shares.

(q) Quorum for meetings and separate class meetings

No business shall be transacted at any general meeting unless a quorum is present
when the meeting proceeds to business, but the absence of a quorum shall not preclude
the appointment of a chairman.

Save as otherwise provided by the Articles the quorum for a general meeting shall
be two members present in person (or, in the case of a member being a corporation, by
its duly authorised representative) or by proxy and entitled to vote. In respect of a
separate class meeting (other than an adjourned meeting) convened to sanction the
modification of class rights the necessary quorum shall be two persons holding or
representing by proxy not less than one-third in nominal value of the issued shares of that
class.

A corporation being a member shall be deemed for the purpose of the Articles to be
present in person if represented by its duly authorised representative being the person
appointed by resolution of the directors or other governing body of such corporation to
act as its representative at the relevant general meeting of the Company or at any relevant
general meeting of any class of members of the Company.

(r) Rights of the minorities in relation to fraud or oppression

There are no provisions in the Articles relating to rights of minority shareholders in
relation to fraud or oppression. However, certain remedies are available to shareholders
of the Company under Cayman law, as summarised in paragraph 3(f) of this Appendix.

(s) Procedures on liquidation

A resolution that the Company be wound up by the court or be wound up voluntarily

shall be a special resolution.

Subject to any special rights, privileges or restrictions as to the distribution of
available surplus assets on liquidation for the time being attached to any class or classes
of shares (i) if the Company shall be wound up and the assets available for distribution
amongst the members of the Company shall be more than sufficient to repay the whole

of the capital paid up at the commencement of the winding up, the excess shall be
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distributed pari passu amongst such members in proportion to the amount paid up on the
shares held by them respectively and (ii) if the Company shall be wound up and the assets
available for distribution amongst the members as such shall be insufficient to repay the
whole of the paid-up capital, such assets shall be distributed so that, as nearly as may be,
the losses shall be borne by the members in proportion to the capital paid up, or which
ought to have been paid up, at the commencement of the winding up on the shares held
by them respectively.

If the Company shall be wound up (whether the liquidation is voluntary or by the
court) the liquidator may, with the authority of a special resolution and any other sanction
required by the Companies Law divide among the members in specie or kind the whole
or any part of the assets of the Company whether the assets shall consist of property of
one kind or shall consist of properties of different kinds and the liquidator may, for such
purpose, set such value as he deems fair upon any one or more class or classes of property
to be divided as aforesaid and may determine how such division shall be carried out as
between the members or different classes of members. The liquidator may, with the like
authority, vest any part of the assets in trustees upon such trusts for the benefit of
members as the liquidator, with the like authority, shall think fit, but so that no
contributory shall be compelled to accept any shares or other property in respect of which
there is a liability.

(t) Untraceable members

Pursuant to the Articles, the Company may sell any of the shares of a member who
is untraceable if (i) all cheques or warrants in respect of dividends of the shares in
question (being not less than three in total number) for any sum payable in cash to the
holder of such shares have remained uncashed for a period of 12 years; (ii) upon the
expiry of the 12 year period, the Company has not during that time received any
indication of the existence of the member; and (iii) the Company has caused an
advertisement to be published in accordance with the rules of the Designated Stock
Exchange (as defined in the Articles) giving notice of its intention to sell such shares and
a period of three (3) months, or such shorter period as may be permitted by the Designated
Stock Exchange (as defined in the Articles), has elapsed since the date of such
advertisement and the Designated Stock Exchange (as defined in the Articles) has been
notified of such intention. The net proceeds of any such sale shall belong to the Company
and upon receipt by the Company of such net proceeds, it shall become indebted to the
former member of the Company for an amount equal to such net proceeds.

(u) Subscription rights reserve

The Articles provide that to the extent that it is not prohibited by and is in
compliance with the Companies Law, if warrants to subscribe for shares have been issued
by the Company and the Company does any act or engages in any transaction which
would result in the subscription price of such warrants being reduced below the par value
of a share, a subscription rights reserve shall be established and applied in paying up the
difference between the subscription price and the par value of a share on any exercise of
the warrants.
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3. CAYMAN COMPANY LAW

The Company is incorporated in the Cayman Islands subject to the Companies Law and,
therefore, operates subject to Cayman law. Set out below is a summary of certain provisions
of Cayman company law, although this does not purport to contain all applicable qualifications
and exceptions or to be a complete review of all matters of Cayman company law and taxation,
which may differ from equivalent provisions in jurisdictions with which interested parties may

be more familiar:

(a) Operations

As an exempted company, the Company’s operations must be conducted mainly
outside the Cayman Islands. The Company is required to file an annual return each year
with the Registrar of Companies of the Cayman Islands and pay a fee which is based on

the amount of its authorised share capital.

(b) Share capital

The Companies Law provides that where a company issues shares at a premium,
whether for cash or otherwise, a sum equal to the aggregate amount of the value of the
premiums on those shares shall be transferred to an account, to be called the “share
premium account”. At the option of a company, these provisions may not apply to
premiums on shares of that company allotted pursuant to any arrangement in
consideration of the acquisition or cancellation of shares in any other company and issued
at a premium. The Companies Law provides that the share premium account may be
applied by the company subject to the provisions, if any, of its memorandum and articles
of association in (a) paying distributions or dividends to members; (b) paying up unissued
shares of the company to be issued to members as fully paid bonus shares; (c) the
redemption and repurchase of shares (subject to the provisions of section 37 of the
Companies Law); (d) writing-off the preliminary expenses of the company; (e) writing-
off the expenses of, or the commission paid or discount allowed on, any issue of shares
or debentures of the company; and (f) providing for the premium payable on redemption

or purchase of any shares or debentures of the company.

No distribution or dividend may be paid to members out of the share premium
account unless immediately following the date on which the distribution or dividend is
proposed to be paid, the company will be able to pay its debts as they fall due in the

ordinary course business.

The Companies Law provides that, subject to confirmation by the Grand Court of the
Cayman Islands (the “Court”), a company limited by shares or a company limited by
guarantee and having a share capital may, if so authorised by its articles of association,
by special resolution reduce its share capital in any way.
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The Articles includes certain protections for holders of special classes of shares,
requiring their consent to be obtained before their rights may be varied. The consent of
the specified proportions of the holders of the issued shares of that class or the sanction
of a resolution passed at a separate meeting of the holders of those shares is required.

(c) Financial assistance to purchase shares of a company or its holding company

Subject to all applicable laws, the Company may give financial assistance to
Directors and employees of the Company, its subsidiaries, its holding company or any
subsidiary of such holding company in order that they may buy Shares in the Company
or shares in any subsidiary or holding company. Further, subject to all applicable laws, the
Company may give financial assistance to a trustee for the acquisition of Shares in the
Company or shares in any such subsidiary or holding company to be held for the benefit
of employees of the Company, its subsidiaries, any holding company of the Company or
any subsidiary of any such holding company (including salaried Directors).

There is no statutory restriction in the Cayman Islands on the provision of financial
assistance by a company to another person for the purchase of, or subscription for, its own
or its holding company’s shares. Accordingly, a company may provide financial
assistance if the directors of the company consider, in discharging their duties of care and
acting in good faith, for a proper purpose and in the interests of the company, that such
assistance can properly be given. Such assistance should be on an arm’s-length basis.

(d) Purchase of shares and warrants by a company and its subsidiaries

Subject to the provisions of the Companies Law, a company limited by shares or a
company limited by guarantee and having a share capital may, if so authorised by its
articles of association, issue shares which are to be redeemed or are liable to be redeemed
at the option of the company or a shareholder. In addition, such a company may, if
authorised to do so by its articles of association, purchase its own shares, including any
redeemable shares. However, if the articles of association do not authorise the manner or
purchase, a company cannot purchase any of its own shares unless the manner of purchase
has first been authorised by an ordinary resolution of the company. At no time may a
company redeem or purchase its shares unless they are fully paid. A company may not
redeem or purchase any of its shares if, as a result of the redemption or purchase, there
would no longer be any member of the company holding shares. A payment out of capital
by a company for the redemption or purchase of its own shares is not lawful unless
immediately following the date on which the payment is proposed to be made, the
company shall be able to pay its debts as they fall due in the ordinary course of business.

A company is not prohibited from purchasing and may purchase its own warrants
subject to and in accordance with the terms and conditions of the relevant warrant
instrument or certificate. There is no requirement under Cayman Islands law that a
company’s memorandum or articles of association contain a specific provision enabling
such purchases and the directors of a company may rely upon the general power contained
in its memorandum of association to buy and sell and deal in personal property of all
kinds.
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Under Cayman law, a subsidiary may hold shares in its holding company and, in

certain circumstances, may acquire such shares.

(e) Dividends and distributions

With the exception of section 34 of the Companies Law, there is no statutory
provisions relating to the payment of dividends. Based upon English case law, which is
regarded as persuasive in the Cayman Islands, dividends may be paid only out of profits.
In addition, section 34 of the Companies Law permits, subject to a solvency test and the
provisions, if any, of the company’s memorandum and articles of association, the
payment of dividends and distributions out of the share premium account (see paragraph
2(m) above for further details).

(f) Protection of minorities

The Cayman Islands courts ordinarily would be expected to follow English case law
precedents which permit a minority shareholder to commence a representative action
against or derivative actions in the name of the company to challenge (a) an act which is
ultra vires the company or illegal, (b) an act which constitutes a fraud against the minority
and the wrongdoers are themselves in control of the company, and (c) an irregularity in

the passing of a resolution which requires a qualified (or special) majority.

In the case of a company (not being a bank) having a share capital divided into
shares, the Court may, on the application of members holding not less than one-fifth of
the shares of the company in issue, appoint an inspector to examine into the affairs of the

company and to report thereon in such manner as the Court shall direct.

Any shareholder of a company may petition the Court which may make a winding
up order if the Court is of the opinion that it is just and equitable that the company should
be wound up or, as an alternative to a winding up order, (a) an order regulating the
conduct of the company’s affairs in the future, (b) an order requiring the company to
refrain from doing or continuing an act complained of by the shareholder petitioner or to
do an act which the shareholder petitioner has complained it has omitted to do, (c) an
order authorising civil proceedings to be brought in the name and on behalf of the
company by the shareholder petitioner on such terms as the Court may direct, or (d) an
order providing for the purchase of the shares of any shareholders of the company by
other shareholders or by the company itself and, in the case of a purchase by the company
itself, a reduction of the company’s capital accordingly.

Generally claims against a company by its shareholders must be based on the general
laws of contract or tort applicable in the Cayman Islands or their individual rights as
shareholders as established by the company’s memorandum and articles of association.
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(g) Management

The Companies Law contains no specific restrictions on the power of directors to
dispose of assets of a company. However, as a matter of general law, every officer of a
company, which includes a director, managing director and secretary, in exercising his
powers and discharging his duties must do so honestly and in good faith with a view to
the best interests of the company and exercise the care, diligence and skill that a
reasonably prudent person would exercise in comparable circumstances.

(h) Accounting and auditing requirements

A company shall cause proper books of account to be kept with respect to (i) all
sums of money received and expended by the company and the matters in respect of
which the receipt and expenditure takes place; (ii) all sales and purchases of goods by the
company; and (iii) the assets and liabilities of the company.

Proper books of account shall not be deemed to be kept if there are not kept such
books as are necessary to give a true and fair view of the state of the company’s affairs
and to explain its transactions.

(i) Exchange control

There are no exchange control regulations or currency restrictions in the Cayman
Islands.

(j) Taxation

Pursuant to section 6 of the Tax Concessions Law (1999 Revision) of the Cayman
Islands, the Company has obtained an undertaking from the Governor-in-Cabinet:

(1) that no law which is enacted in the Cayman Islands imposing any tax to be
levied on profits, income, gains or appreciation shall apply to the Company or
its operations; and

(2) that the aforesaid tax or any tax in the nature of estate duty or inheritance tax
shall not be payable on or in respect of the shares, debentures or other
obligations of the Company.

The undertaking for the Company is for a period of twenty years from 25 July, 2000.

The Cayman Islands currently levy no taxes on individuals or corporations based
upon profits, income, gains or appreciations and there is no taxation in the nature of
inheritance tax or estate duty. There are no other taxes likely to be material to the
Company levied by the Government of the Cayman Islands save certain stamp duties
which may be applicable, from time to time, on certain instruments executed in or brought
within the jurisdiction of the Cayman Islands. The Cayman Islands are not party to any
double tax treaties.
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(k) Stamp duty on transfers

No stamp duty is payable in the Cayman Islands on transfers of shares of Cayman

Islands companies except those which hold interests in land in the Cayman Islands.

(I) Loans to directors

There is no express provision in the Companies Law prohibiting the making of loans

by a company to any of its directors.

(m) Inspection of corporate records

Members of the Company will have no general right under the Companies Law to
inspect or obtain copies of the register of members or corporate records of the Company.

They will, however, have such rights as may be set out in the Company’s Articles.

An exempted company may, subject to the provisions of its articles of association,
maintain its principal register of members and any branch registers at such locations,
whether within or without the Cayman Islands, as the directors may, from time to time,
think fit. There is no requirement under the Companies Law for an exempted company to
make any returns of members to the Registrar of Companies of the Cayman Islands. The
names and addresses of the members are, accordingly, not a matter of public record and

are not available for public inspection.

(n) Winding up

A company may be wound up compulsorily by either an order of the Court or by a
special resolution of its members; voluntarily; or, under supervision of the Court. The
Court has authority to order winding up in a number of specified circumstances including
where it is, in the opinion of the Court, just and equitable to do so.

A company may be wound up voluntarily when the members so resolve in general
meeting by special resolution, or, in the case of a limited duration company, when the
period fixed for the duration of the company by its memorandum or articles expires, or
the event occurs on the occurrence of which the memorandum or articles provides that the
company is to be dissolved, or, the company does not commence business for a year from
its incorporation (or suspends its business for a year), or, the company is unable to pay
its debts. In the case of a voluntary winding up, such company is obliged to cease to carry
on its business from the time of passing the resolution for voluntary winding up or upon

the expiry of the period or the occurrence of the event referred to above.
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For the purpose of conducting the proceedings in winding up a company and
assisting the Court, there may be appointed one or more than one person to be called an
official liquidator or official liquidators; and the Court may appoint to such office such
qualified person or persons, either provisionally or otherwise, as it thinks fit, and if more
persons than one are appointed to such office, the Court shall declare whether any act
hereby required or authorised to be done by the official liquidator is to be done by all or
any one or more of such persons. The Court may also determine whether any and what
security is to be given by an official liquidator on his appointment; if no official liquidator
is appointed, or during any vacancy in such office, all the property of the company shall
be in the custody of the Court. A person shall be qualified to accept an appointment as
an official liquidator if he is duly qualified in terms of the Insolvency Practitioners
Regulations. A foreign practitioner may be appointed to act jointly with a qualified
insolvency practitioner.

In the case of a members’ voluntary winding up of a company, the company in
general meeting must appoint one or more liquidators for the purpose of winding up the
affairs of the company and distributing its assets. A declaration of solvency must be
signed by all the directors of a company being voluntarily wound up within twenty eight
(28) days of the commencement of the liquidation, failing which, its liquidator must apply

to Court for an order that the liquidation continue under the supervision of the Court.

Upon the appointment of a liquidator, the responsibility for the company’s affairs
rests entirely in his hands and no future executive action may be carried out without his
approval. A liquidator’s duties are to collect the assets of the company (including the
amount (if any) due from the contributories), settle the list of creditors and, subject to the
rights of preferred and secured creditors and to any subordination agreements or rights of
set-off or netting of claims, discharge the company’s liability to them (pari passu if
insufficient assets exist to discharge the liabilities in full) and to settle the list of
contributories (shareholders) and divide the surplus assets (if any) amongst them in

accordance with the rights attaching to the shares.

As soon as the affairs of the company are fully wound up, the liquidator must make
up an account of the winding up, showing how the winding up has been conducted and
the property of the company has been disposed of, and thereupon call a general meeting
of the company for the purposes of laying before it the account and giving an explanation
thereof. At least twenty one (21) days before the final general meeting shall be called by
Public Notice (as defined in the Companies Law) or otherwise as the Registrar of
Companies of the Cayman Islands may direct, the liquidator shall send a notice specifying
the time, place and object of the meeting to each contributory in any manner authorised
by the company’s articles of association and published in the Gazette in the Cayman

Islands.
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(o) Reconstructions

There are statutory provisions which facilitate reconstructions and amalgamations
approved by a majority in number representing seventy five per cent. (75%) in value of
shareholders or class of shareholders or creditors, as the case may be, as are present at a
meeting called for such purpose and thereafter sanctioned by the Court. Whilst a
dissenting shareholder would have the right to express to the Court his view that the
transaction for which approval is sought would not provide the shareholders with a fair
value for their shares, the Court is unlikely to disapprove the transaction on that ground
alone in the absence of evidence of fraud or bad faith on behalf of management.

(p) Compulsory acquisition

Where an offer is made by a company for the shares of another company and, within
four (4) months of the offer, the holders of not less than ninety per cent. (90%) of the
shares which are the subject of the offer accept, the offeror may at any time within two
(2) months after the expiration of the said four (4) months, by notice in the prescribed
manner require the dissenting shareholders to transfer their shares on the terms of the
offer. A dissenting shareholder may apply to the Court within one (1) month of the notice
objecting to the transfer. The burden is on the dissenting shareholder to show that the
Court should exercise its discretion, which it will be unlikely to do unless there is
evidence of fraud or bad faith or collusion as between the offeror and the holders of the
shares who have accepted the offer as a means of unfairly forcing out minority

shareholders.

(q) Indemnification

Cayman company law does not limit the extent to which a company’s articles of
association may provide for indemnification of officers and directors, except to the extent
any such provision may be held by the court to be contrary to public policy (e.g. for

purporting to provide indemnification against the consequences of committing a crime).

4. GENERAL

Any person wishing to have a detailed summary of Cayman company law or advice on
the differences between it and the laws of any jurisdiction with which he is more familiar is
recommended to seek independent legal advice. Conyers Dill & Pearman, the Company’s
special legal counsel on Cayman Islands law, have sent to the Company a letter of advice
summarising certain aspects of Cayman Islands company law. This letter, together with a copy
of the Companies Law, is available for inspection as referred to in the paragraph headed

“Documents available for inspection” in Appendix IV.
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1. RESPONSIBILITY STATEMENT

This circular includes particulars given in compliance with the Listing Rules for the
purpose of giving information with regard to the Group. The Directors jointly and severally
accept full responsibility for the accuracy of the information contained in this circular and
confirm, having made all reasonable enquiries that, to the best of their knowledge, opinions
expressed in this circular have been arrived at after due and careful consideration and there are
no other facts not contained in this circular the omission of which would make any statement

herein misleading.

2. SHARE CAPITAL

(a) Share Capital

The authorised and issued share capital of the Company as at the Latest Practicable
Date and immediately following the Rights Issue (assuming the Rights Issue becoming
unconditional and all Rights Shares are subscribed for by the Qualifying Shareholders)
were or will be as follows:

Authorised: HKS$

50,000,000,000 Shares 500,000,000.00

Issued and to be issued as fully paid:

6,082,254,031 Shares 60,822,540.31

6,082,254,031 Rights Shares to be issued pursuant 60,822,540.31
to the Rights Issue

12,164,508,062 121,645,080.62

No part of the share capital or any other securities of the Company is listed or dealt
in on any stock exchange other than the Stock Exchange and no application is being made
or is currently proposed or sought for the Shares, the Rights Shares or any other securities

of the Company to be listed or dealt in on any other stock exchanges.
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3.

DISCLOSURE OF INTERESTS

(a) Interests of Directors

As at the Latest Practicable Date, none of the Directors or chief executive of the
Company and/or any of their respective associates had any interest or short position in the
Shares, underlying Shares or debentures of the Company or any of its associated
corporations (within the meaning of Part XV of the SFO) (a) which were required to be
notified to the Company and the Stock Exchange pursuant to Divisions 7 and 8 of Part
XV of the SFO (including interests or short positions which they were taken or deemed
to have under such provisions of the SFO); or (b) which were required, pursuant to
Section 352 of the SFO, to be entered in the register referred to therein; or (c) which were
required, pursuant to Part XV of the SFO and the Model Code for Securities Transactions
by Directors of Listed Issuers as set out in Appendix 10 to the Listing Rules, to be notified
to the Company and the Stock Exchange.

(b) Persons who have interests or short positions in the Shares or underlying
Shares which is discloseable under Divisions 2 and 3 of Part XV of the SFO

Save as disclosed below, as at the Latest Practicable Date, no person (not being a
Director or chief executive of the Company) had, or were deemed or taken to have
interests or short positions in the Shares or underlying Shares which would fall to be
disclosed to the Company and the Stock Exchange under the provisions of Divisions 2 and
3 of Part XV of the SFO or, who were, directly or indirectly, interested in 10% or more
of the nominal value of any class of share capital carrying rights to vote in all
circumstances at general meetings of any other member of the Group or had any option
in respect of such capital.

Long positions in the Shares

Number of Percentage of
shares/ the issued
underlying share capital of
Name of shareholder Capacity shares held the Company
Dr. Mao Yumin Interest of a 3,500,006,154 57.54%
controlled
corporation
United Gene Holdings Interest of a 3,500,006,154 57.54%
Limited controlled
corporation
Best Champion Beneficial owner 3,500,006,154 57.54%

Holdings Limited
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4. DIRECTORS’ SERVICE CONTRACTS

The executive Directors, Mr. Qin Yilong, Mr. Shen Xiaodong and Mr. Jiang Jian, were
entered into service agreements with the Company, which will continue until being terminated
by either party by giving not less than two months’ prior notice in writing to the other party.
Under the terms of the service agreements, each of the above three executive Directors are
entitled to a director’s remuneration (including a director’s fee) of HK$30,000 per month and
a discretionary year end payment.

There is no service contract entered into between the Company and the independent
non-executive Directors, Dr. Zhang Huming, Dr. Zhu Lijun and Ms. Chen Weijun, and their
appointment is not appointed for a specific term. Their appointment is subject to retirement by
rotation at least once every three years in accordance with the provisions of the Articles of
Association. As at the date of appointment of their independent non-executive Directors, Dr.
Zhang Huming, Dr. Zhu Lijun and Ms. Chen Weijun, are entitled to receive an annual director’s
fee of HK$40,000, HK$40,000 and HK$60,000 respectively.

There has been no increase in the remuneration of any director of the Company in the six
months prior to the date of this circular.

Save as disclosed above, as at the Latest Practicable Date, none of the Directors had any
existing or proposed service contracts with the Company or any member of the Group
(excluding contracts expiring or determinable by the relevant member of the Group within one
year without payment of compensation other than statutory compensation).

5.  EXPERTS AND CONSENTS

The following is the qualification of the experts who have been named in this circular or
have given opinions, letters or advice contained in this circular:

Name Qualification
Ample Capital Limited A licensed corporation under the SFO to conduct
(“Ample”) type 4 (advising on securities), type 6 (advising on

corporate finance) and type 9 (asset management)
regulated activities

ANDA Certified Public Certified public accountants
Accountants (“ANDA”)

Conyers Dill and Pearman Legal advisers on Cayman law
(“Conyers”)
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Each of Ample, ANDA and Conyers has given and has not withdrawn its written consent
to the issue of this circular with the inclusion therein of its letter and/or references to its name,

in the form and context in which it appears.

As at the Latest Practicable Date, each of Ample, ANDA and Conyers was not beneficially
interested in the Shares or any member of the Group nor has any right, whether legally
enforceable or not, to subscribe for or to nominate persons to subscribe for securities in the
Company or any member of the Group. None of Ample, ANDA and Conyers had any interest,
either directly or indirectly, in any assets which had been acquired or disposed of by or leased
to the Company or any member of the Group since 30 June 2009, being the date to which the

latest published audited consolidated financial statements of the Group were made up.

6. LITIGATION

As at the Latest Practicable Date, neither the Company nor any of its subsidiaries was
engaged in any litigation or arbitration or claim which is in the opinion of the Directors of
material importance and no litigation or claim which is in the opinion of the Directors of

material importance to be pending or threatened by or against any member of the Group.

7. DIRECTORS’ INTERESTS IN COMPETING BUSINESS

To the best knowledge of the Directors, as at the Latest Practicable Date, so far as the
Directors are aware, none of the Directors or their respective associates had any interest in a
business which competes or is likely to compete either directly or indirectly with the business
of the Group which would be required to be disclosed under Rule 8.10 of the Listing Rules if
the Directors were controlling Shareholders.

8. DIRECTORS’ INTERESTS IN CONTRACTS

As at the Latest Practicable Date, the Directors confirm that there was no contract or
arrangement subsisting in which a Director was materially interested which was significant in

relation to the business of the Group.

9. DIRECTORS’ INTERESTS IN ASSETS

As at the Latest Practicable Date, none of the Directors had any interest, direct or indirect,
in any assets which had been, since 30 June 2009, being the latest published audited
consolidated financial statements of the Company were made up, acquired or disposed of by
or leased to any member of the Group, or are proposed to be acquired or disposed of by or

leased to any member of the Group.
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10. MATERIAL CONTRACTS

The following contracts, not being contracts entered into in the ordinary course of

business, have been entered into by members of the Group after the date falling two years prior

to the date of the Announcement and up to the Latest Practicable Date and are or may be

material:
(a)
(b)
(c)
11.

the Underwriting Agreement;

the joint venture agreement entered into between the indirect wholly-owned
subsidiary of the Company, B & %R (L i) fif B HIRE A R A 7 (United Gene
HealthCare Limited, Shanghai), and an independent third party, Mr. Xe Yi dated 15
February 2010 to jointly establish the limited liability company in Shanghai with a
total registered capital of RMB22.5 million, the Group has committed to contribute
a total of RMB4.5 million representing 20% interest in that joint venture company;
and

the subscription agreement entered into between the Company and ADM Galleus
Fund Limited (“ADM”) dated 9 April 2008, pursuant to which ADM has
conditionally agreed to subscribe for and the Company has agreed to issue and allot
the 1,153,846,154 new Shares (“ADM Subscription Shares™) at a subscription price
of HK$0.052 per ADM Subscription Share for a total consideration of HK$60
million and its side letter dated 25 April 2008 to ensure consistency between this
agreement and the option deed dated 25 April 2008.

CORPORATE INFORMATION AND PARTIES INVOLVED IN THE RIGHTS
ISSUE

Registered Office

Cricket Square, Hutchins Drive

P.O. Box 2681, Grand Cayman KY1-1111
Cayman Islands

Principal Place of Business in Hong Kong
Rooms No. 1405-1406, Harbour Centre

No. 25 Harbour Road

Wanchai

Hong Kong

Branch Share Registrar and Transfer Office in Hong Kong

Tricor Tengis Limited
26/F., Tesbury Centre
28 Queen’s Road East
Wanchai

Hong Kong
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Principal Banker

The Hongkong and Shanghai Banking Corporation Limited
1 Queen’s Road Central

Hong Kong

Auditors & Reporting Accountants
ANDA Certified Public Accountants
Unit D, 21st Floor, Max Share Centre
373 King’s Road, North Point

Hong Kong

Authorized Representatives

Mr. Shen Xiaodong

Rooms No. 1405-1406, Harbour Centre
No. 25 Harbour Road, Wanchai

Hong Kong

Ms. Cheung Sui Ping, Annie

Rooms No. 1405-1406, Harbour Centre
No. 25 Harbour Road, Wanchai

Hong Kong

Company Secretary
Ms. Cheung Sui Ping, Annie AHKICPA

Audit Committee

The Company has established an audit committee with written terms of reference for
the purpose of reviewing and providing supervision over the financial reporting process
and internal control procedures of the Group. The audit committee comprise all three
independent non-executive Directors and the primary duty of which are to review the
annual reports and accounts, half-year reports and give advice and comments thereon to
the Directors and to review and supervise the financial reporting process and internal
controls.

Company Web-site

http://www.unitedgenegroup.com

www.irasia.com/listco/hk/unitedgene
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12.

Financial adviser to the Company
Grand Vinco Capital Limited

Units 4909-4910

49/F., The Center

99 Queen’s Road Central

Hong Kong

Underwriters

Best Champion Holdings Limited

P. O. Box 957, Offshore Incorporations Centre
Road Town, Tortola

British Virgin Islands

Grand Investment (Securities) Limited
22/F, Entertainment Building

30 Queen’s Road Central

Hong Kong

Legal adviser to the Company
As to Hong Kong Law:

Winnie Mak, Chan & Yeung
8/F, Two Chinachem Plaza

68 Connaught Road Central
Hong Kong

As to Cayman Law:

Conyers Dill & Pearman

Cricket Square, Hutchins Drive

P.O. Box 2681, Grand Cayman KY1-1111
Cayman Islands

PROFILES OF DIRECTORS

Executive Directors

Mr. Qin Yilong, aged 45, graduated from Fudan University with a degree in law,
and worked as a senior engineer after graduation. He joined the Group on 15 April 2009
He has substantial experience in developing sales channels for the gene testing services
in the People’s Republic of China (the “PRC”) and in the Southeast Asia regions. Since
1999, He had been the director and vice president of & KA AR A (for
identification purpose, United Gene Technology Holdings Limited), which is controlled
by the substantial shareholder of the Company, Dr. Mao Yumin. He was re-designated to
a director and chief executive officer in December 2005 and continued to hold such
positions until his resignation in May 2008. In July 2006, as one of the co-founders, He
formed China United Gene Health Industry Limited (“China United”) in Hong Kong for
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the promotion and distribution of gene testing services in the PRC and in the Southeast
Asia regions. The gene testing services have been developed by United Gene Technology
Holdings Limited and its subsidiaries, and China United has been granted the exclusive
worldwide distribution rights of the gene testing services. In May 2008 and March 2009,
China United granted the exclusive and non-exclusive distribution rights of the gene
testing services to the indirect wholly-owned subsidiary of the Company, China United
Gene Health Limited, in Hong Kong and the PRC respectively. He disposed on his interest
in China United and resigned from his directorship therein in March 2009. The business
address of him is Rooms No. 1405-1406, Harbour Centre, No. 25 Harbour Road, Wanchai,
Hong Kong.

Mr. Shen Xiaodong, aged 42, graduated from % & [ifi & £ £ (East China Normal
University) with a Bachelor of Science and a Master of Philosophy. He joined the Group
on 19 November 2008. He has worked over 10 years as head of investment for several
investment and biological technology companies in the PRC. He has extensive experience
in financing, investment, project valuation and risk management in the PRC’s capital
market. The business address of him is Rooms No. 1405-1406, Harbour Centre, No. 25
Harbour Road, Wanchai, Hong Kong.

Mr. Jiang Jian, aged 50, graduated from i# 5§ & B3k £ B (Politics and Law College
of Hunan Province) with major in law. He joined the Group on 19 November 2008. He
has been involved in the judicial system in the PRC for over 20 years and ranked Police
Supervisor, Class I. He has since worked for 3 years in a state-owned enterprise, Xinyuan
Business Development Company Limited in Loudi City, acting as deputy general
manager. He is knowledgeable in the legal and political environment in the PRC. The
business address of him is Rooms No. 1405-1406, Harbour Centre, No. 25 Harbour Road,
Wanchai, Hong Kong.

Independent Non-executive Directors

Dr. Zhang Huiming, aged 54, graduated from Fudan University with a doctorate
degree in economics and has been a professor at Fudan University since 1996. He joined
the Group on 13 May 2009. He is now the dean of the Institute of Enterprise Study, and
was previously the dean of the Fudan-Pacific Institute of Finance at Fudan University. He
is a renowned expert in corporate strategic management in the PRC and has published
many articles in the areas of corporate theory and corporate strategic management. He has
acted as an independent non-executive director of each of Lianhua Supermarket Holdings
Co., Ltd, a company listed on the Stock Exchange, since June 2003 and Shanghai Mailing
Aquarius Co., Ltd., a company listed in the PRC, since January 2009. He also previously
acted as an independent non-executive director of each of Double Coin Holdings Ltd. and
Shanghai Jielong Group Industry Corporation Limited, companies listed in the Shanghai
Stock Exchange of the PRC, for the period from June 2005 to May 2008. The business
address of him is Rooms No. 1405-1406, Harbour Centre, No. 25 Harbour Road, Wanchai,
Hong Kong.
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13.

14.

Dr. Zhu Lijun, aged 48, graduated from Peking University with a doctorate degree
in laws. She joined the Group on 13 May 2009. She has over ten years of teaching
experience at the Chinese People’s Public Securities University and Beijing City
University in Chinese Laws. She has also worked for a major real estate enterprise in the
PRC for more than ten years, serving as head of legal division and assistant to the general
manager of such enterprise. The business address of her is Rooms No. 1405-1406,
Harbour Centre, No. 25 Harbour Road, Wanchai, Hong Kong.

Ms. Chen Weijin, aged 52, is currently the manager in the business department of
Shanghai Ruihe Certified Public Accountants Co., Ltd. She joined the Group on 6
November 2009. She had been the former finance supervisor of the companies indirectly
controlled by Dr. Mao Yumin, the substantial shareholder of the Company, from April
2001 to June 2003. She graduated from Chinese Communist Party Central Party College
and has been a registered accountant in the PRC since 2005. She has more than 30 years
of experience in accounting, finance and audit services. The business address of her is
Rooms No. 1405-1406, Harbour Centre, No. 25 Harbour Road, Wanchai, Hong Kong.

GENERAL

(a) As at the Latest Practicable Date, there was no agreement, arrangement or
understanding between the Underwriters and any other persons whereby the Shares
to be acquired under the Rights Issue will be transferred, charged or pledged to any
other persons.

(b) The English text of this circular shall prevail over the Chinese text.

EXPENSES

The expenses in connection with the Rights Issue, including the underwriting commission

and professional fees payable to lawyers, financial advisers and financial printers, etc., are
estimated to be not less than approximately HK$6.2 million. Such expenses will be payable by
the Company.

15.

DOCUMENTS AVAILABLE FOR INSPECTION

Copies of the following documents are available for inspection at the principal place of

business of the Company in Hong Kong at Rooms No. 1405-1406, Harbour Centre, 25 Harbour
Road, Wanchai, Hong Kong on any Business Day from the date of this circular up to and
including the date of the EGM, until the Latest Time for Acceptance:

(a) the memorandum and articles of association of the Company;
(b) the letter from the Board, the text of which is set out on pages 9 to 21 of this circular;

(c) the letter from the Independent Board Committee, the text of which is set out on
page 22 of this circular;

(d) the letter from the Independent Financial Adviser to the Independent Board
Committee and the Independent Shareholders, the text of which is set out on pages

23 to 36 of this circular;
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(e)

()

(2)

(h)

Q)

(k)

@)

the letter from ANDA in respect of the unaudited pro forma statement of adjusted
consolidated net tangible assets of the Group, the text of which is set out on pages
II-2 to II-3 of this circular;

the material contracts referred to in the section headed “Material contracts” in this
appendix;

the written consents of the experts referred to in the section headed “Experts and
consents” in this appendix;

the annual reports of the Company for the two years ended 30 June 2008 and 2009;

the interim report of the Company for the six months ended 31 December 2009;

the letter of advice from Conyers summarising certain aspects of Cayman company
law referred to in Appendix III to this circular;

service agreements between the Company and the executive Directors, respectively;
and

a copy of the Companies Laws of the Cayman Islands.
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UNITED GENE HIGH-TECH GROUP LIMITED
BEEENEEEER LT

(Incorporated in the Cayman Islands with limited liability)

(Stock Code: 399)

(Terms used in this notice have the same meanings as defined in the Circular (as defined
below).)

NOTICE IS HEREBY GIVEN that the extraordinary general meeting of United Gene
High-Tech Group Limited (Bf& 3R B EE AR A A) (the “Company”) will be held at
Rooms No. 1405-1406, Harbour Centre, 25 Harbour Road, Wanchai, Hong Kong on Tuesday,
27 April 2010, at 10:30 a.m. for the purpose of considering and, if thought fit, passing the
following resolution, with or without amendments, as ordinary resolution of the Company:

ORDINARY RESOLUTION

“THAT subject to and conditional upon (i) the Listing Committee of the Stock Exchange
granting or agreeing to grant (subject to allotment) and not having withdrawn or revoked listing
of and permission to deal in the Rights Shares (in their nil-paid and fully-paid forms); (ii) the
delivery to the Stock Exchange for authorisation and the registration with the Registrar of
Companies in Hong Kong respectively one copy of each of the Prospectus Documents duly
signed by two Directors (or by their agents duly authorised in writing) as having been approved
by resolution of the Directors (and all other documents required to be attached thereto) and
otherwise in compliance with the Listing Rules and the Companies Ordinance not later than the
Prospectus Posting Date; (iii) the posting of the Prospectus Documents to the Qualifying
Shareholders on or before the Prospectus Posting Date; (iv) compliance with and performance
of all the undertakings and obligations of the Company and the Underwriters under the terms
of the Underwriting Agreement (a copy of which has been produced to this meeting marked
“A” and signed by the chairman of this meeting for identification); (v) compliance with and
performance by Best Champion of all of its obligations and undertakings under the Irrevocable
Undertaking; and (vi) the Underwriting Agreement becoming unconditional and not being
terminated in accordance with the terms of that agreement:

(a) the issue by way of Rights Issue of 6,082,254,031 Rights Shares at a subscription
price of HK$0.052 per Rights Share to the Qualifying Shareholders on the basis of
one Rights Share for every existing Share payable in full upon subscription and
otherwise on the terms and conditions set out in the Circular be and is hereby
approved;

(b) the Directors be and are hereby unconditionally and specifically authorised to allot
and issue the Rights Shares pursuant to and in connection with the Rights Issue and
in particular, the Directors be and hereby authorised to make such exclusions or
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(c)

(d)

(e)

other arrangements in relation to Non-Qualifying Shareholders as they deem
necessary, desirable or expedient having regard to any restrictions or obligations
under the articles of association of the Company or the laws of, or the rules and
regulations of any recognised regulatory body or any stock exchange in, any

territory outside Hong Kong;

the arrangement that the Rights Shares not validly subscribed by the Qualifying
Shareholders are not available for subscription by the Qualifying Shareholders in
excess of their assured entitlements be and is hereby approved, confirmed and

ratified;

the Underwriting Agreement and the transactions contemplated thereunder
(including but not limited to the arrangements for taking up of the Underwritten
Shares, if any, by the Underwriters) be and are hereby approved, confirmed and

ratified; and

the Directors be and are hereby authorised to sign and execute such documents and
do all such acts and things in connection with or incidental to the Rights Issue or as
they consider necessary, desirable or expedient in connection with the
implementation of or giving effect to the Rights Issue, the Underwriting Agreement
and the transactions contemplated thereunder.”

By order of the Board
UNITED GENE HIGH-TECH GROUP LIMITED
Cheung Sui Ping Annie

Company Secretary

Hong Kong, 9 April 2010

Registered office:
Cricket Square

Hutchins Drive

P.O. Box 2681

Grand Cayman KY1-1111
Cayman Islands
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Notes:

€y

()

(3)

)

(&)

A member entitled to attend and vote at the extraordinary general meeting convened by the above notice is
entitled to appoint one or, if he is holder of more than one share, more than one proxy to attend and to vote
in his stead. A proxy need not be a member of the Company.

In order to be valid, a form of proxy, together with any power of attorney or other authority, if any, under which
it is signed, or a certified copy of such power or authority, must be deposited at the Company’s branch share
registrar and transfer office in Hong Kong, Tricor Tengis Limited, 26/F., Tesbury Centre, 28 Queen’s Road
East, Wanchai, Hong Kong, as soon as practicable but in any event not later than 48 hours before the time for
holding of the extraordinary general meeting or any adjournment thereof (as the case may be).

Completion and delivery of the form of proxy will not preclude members from attending and voting at the
extraordinary general meeting or any adjournment thereof (as the case may be) should they so wish and in such
event, the form of proxy will be deemed to be revoked.

Where there are joint holders of any shares, any one of such holders may vote at the extraordinary general
meeting either personally or by proxy in respect of such shares as if he/she was solely entitled thereto provided
that if more than one of such joint holders be present at the extraordinary general meeting whether personally
or by proxy, the person whose name stands first on the register of members of the Company in respect of such
shares shall be accepted to the exclusion of the votes of the other joint holders.

All resolutions proposed at the extraordinary general meeting will be voted by way of a poll by the Independent
Shareholders of the Company.
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