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DISCLOSEABLE TRANSACTION
ACQUISITION OF EQUITY INTERESTS IN A PRC COMPANY
	The Board is pleased to announce that on 9 July 2010, the Purchaser, an indirect wholly-owned subsidiary of the Company, entered into the Share Transfer Agreement with the Vendors pursuant to which the Purchaser agreed to buy and the Vendors agreed to sell a total of 70% equity interests in the Target Company at a consideration of RMB 15.12 million (equivalent to approximately HK$ 17.49 million) which will be satisfied by internal resources of the Group. Completion will take place on 12 July 2010. Upon Completion, the Target Company will become an indirect 70% owned subsidiary of the Company.
As the relevant percentage ratios for the Acquisition calculated pursuant to Rule 14.07 of the Listing Rules is more than 5% but less than 25%, the Acquisition constitutes a discloseable transaction of the Company under Chapter 14 of the Listing Rules.


The Share Transfer Agreement
1. Date
9 July 2010.
2. Parties

Purchaser
:
China United Gene Health Limited, an indirect wholly-owned subsidiary of the Company.
Vendors
:
(i) Sonac Holdings Limited, a company principally engaged in  investment holding.
(ii) CNL Partners Holding BV, a company principally engaged in investment holding.
To the best of the Directors’ knowledge, information and belief having made all reasonable enquiry, as at the date of this announcement, each of Sonac and CNL and their respective ultimate beneficial owners are Independent Third Parties.
3.
Subject Matter of the Acquisition

Pursuant to the Share Transfer Agreement, the Purchaser will acquire in aggregate 70% equity interests in the Target Company, of which (i) 50% from Sonac (being the entire interests Sonac currently holds in the Target Company) and (ii) 20% from CNL.
4.
Information of the Target Company

The Target Company is a company established by the Vendors in the PRC with limited liability and a registered capital of US$ 20 million (equivalent to HK$ 156 million). As at 22 June 2010, the assets of the Target Company (including land use rights and the Exclusive Agency Agreement but excluding other assets and debts) were valued at RMB 21.40 million (equivalent to approximately HK$ 24.76 million). Each of Sonac and CNL currently holds 50% equity interests of the Target Company. 
The Target Company is principally engaged in the business of wholesaling bone chips in the PRC.
According to the Target Company’s accounts prepared in accordance with PRC GAAP, the audited net profit before taxation of the Target Company for the five months period ended 31 May 2010 and year ended 31 December 2009 were RMB 4,340,023 (equivalent to approximately HK$ 5,021,407) and RMB 241,134 (equivalent to approximately HK$ 278,992) respectively. The audited net profit after taxation of the Target Company for the five months period ended 31 May 2010 and year ended 31 December 2009 was RMB 3,231,836 (equivalent to approximately HK$ 3,739,234) and RMB 143,122 (equivalent to approximately HK$ 165,592) respectively, and the Target Company had no revenue and expenditure for the year ended 31 December 2008.
5.
Consideration for the Acquisition
The Consideration for the Acquisition is RMB 15.12 million (equivalent to approximately HK$ 17.49 million) which is payable in cash by the Purchaser to the Vendors in the following manner:
(i)
RMB 1 million (or its equivalent amount denominated in any foreign currency agreed by the parties) is payable within 7 working days upon the execution of the Share Transfer Agreement;

(ii)
RMB 2 million (or its equivalent amount denominated in any foreign currency agreed by the parties) is payable within 7 working days upon the completion of all legal procedures for the transfer of the 70% equity interests in the Target Company ;
(iii)
RMB 1 million (or its equivalent amount denominated in any foreign currency agreed by the parties) is payable within 7 working days after the joining of the Expert Team and the signing of employment contracts between the members of the Expert Team and the Target Company;
(iv)
RMB 1 million (or its equivalent amount denominated in any foreign currency agreed by the parties) is payable within 7 working days after the Supplier has obtained the permit for exporting bone fat to the PRC;
(v)
RMB 1.6 million (or its equivalent amount denominated in any foreign currency agreed by the parties) is payable upon the completion of the audited accounts of the Target Company for the financial year ending 31 December 2010, provided that the Target Company is not subject to any claims or debts or liabilities arising out of any litigation and/or arbitration prior to the date of Completion; and 
(vi)
the remaining sum of RMB 8.52 million shall be withheld by the Purchaser and be applied as CNL’s further capital investment into the Target Company as specified below. 

The Consideration is determined after arm’s length negotiations between the Purchaser and the Vendors with reference to the fair value of the assets (including land use rights and the Exclusive Agency Agreement but excluding other assets and debts) of the Target Company of RMB 21.40 million (equivalent to approximately HK$ 24.76 million) as at 22 June 2010, the net book value of fixed assets at RMB 245,447 (equivalent to approximately HK$ 283,982) of the Target Company as at 31 May 2010, and taking into account the business prospects of development of hydrolyzed gelatin by the Target Company as a whole. The Consideration represents approximately 70% of the above fair value of the assets of the Target Company. The Consideration was agreed between the Purchaser and the Vendors on the basis of the audit report of the Target Company as at 31 May 2010 prepared by the Accountant and the valuation report prepared by the Valuer. 
According to the Valuer, the valuation of the land use rights of the Target Company is made on the basis of sales comparable approach by making reference to comparables sales evidence as available in the relevant market whilst the Exclusive Agency Agreement is valued on the basis of its financial net present value with reference to the financial forecast of the Target Company for a term of approximately 15 years as part of a going concern business of the Target Company. As the valuation of the Exclusive Agency Agreement made by the Valuer is made on the basis of discounted cash flows, it constitutes a profit forecast under Rule 14.61 of the Listing Rules. The information relating to the Profit Forecast required under Rules 14.60A and 14.62 of the Listing Rules is set out below in the section headed “Information on the Profit Forecast” of this announcement.
6.
Further Capital Investments
The Purchaser and CNL agree that after Completion the net assets value of the Target Company will be increased to RMB 50 million (equivalent to HK$ 57.85 million) with the addition of capital injection in the sum of RMB 28.40 million (equivalent to approximately HK$ 32.86 million), which will be contributed by the Purchaser and CNL as to RMB 19.88 million (equivalent to approximately HK$ 23 million) and RMB 8.52 million (equivalent to approximately HK$ 9.86 million) respectively.  The Purchaser and CNL would inject their respective further capital investments into the Target Company within 7 working days upon the completion of all legal procedures for the transfer of the 70% equity interests in the Target Company.
The further capital investments would be used for construction of the production plant of the Target Company and as general working capital for the business development of hydrolyzed gelatin, bone fat and other related products by the Target Company.
The aggregate sum of the Consideration and the further capital investments into the Target Company is RMB 35 million (equivalent to approximately HK$40.50 million, which will be satisfied by internal resources of the Group. 

7.
Completion
Completion will take place on 12 July 2010. Upon Completion, Sonac will cease to hold any equity interests in the Target Company. The Target Company will then be owned and its interests be shared as to 70% by the Purchaser and 30% by CNL. 
CNL warrants that, upon Completion, it will procure the Expert Team to utilize its hydrolyzed gelatin and bone fat refining technology to conduct projects relating to the development, establishment and production of hydrolyzed gelatin and bone fat refining. CNL further warrants that the above technology utilized will not infringe any legal rights of any third parties.
If Completion does not take place for any reasons not attributable to the Purchaser, the Purchaser is entitled to terminate the Share Transfer Agreement and the Vendors shall fully refund the entire sum paid by the Purchaser under the Share Transfer Agreement within 7 working days.

8.
Guarantee

Pursuant to the Share Transfer Agreement, the Vendors warrant that, within 7 working days upon the execution of the Share Transfer Agreement, they will procure a third party guarantor to provide a separate guarantee in favour of the Purchaser to guarantee against any liabilities of the Target Company arising from any litigation, arbitration, debts, indemnity and/or administration prior to the date of Completion.

RISKS RELATING TO THE ACQUISITION
The Directors would like to draw the attention of the Shareholders to the following risk factors in connection with the Acquisition:
(i) The Exclusive Agency Agreement for a term of 15 years

The Exclusive Agency Agreement is valid for a term of 5 years from 1 January 2010 and will be automatically extended for another 10 years provided that no objection is raised by either party before its expiry. Therefore, it may not be unreasonable to anticipate that the relevant factors, representations, assumptions and information as indicated in the Profit Forecast may vary and/or change during the remaining period of the term of 15 years. Moreover, there may be a risk that the Supplier may not renew the Exclusive Agency Agreement after the initial term of 5 years.

(ii) Trade and Technology Competition

The business of distribution of health care products is operated in a competitive market and the intense competition faced by the Group may result in a decline in the market share and lower profit margins. In addition, there is no assurance that the technology or material currently employed in the business operation will not be replaced by new technologies, material or methods.

(iii) Laws and regulations

The business is subject to governmental regulations, policies and controls.  There is no assurance that the relevant government authorities will not change such laws and regulations or impose additional or more stringent laws or regulations, or otherwise undesirable to the future distribution of health care products business.

REASONS FOR AND BENEFITS OF THE ACQUISITION

The Company is an investment holding company and its subsidiaries are principally engaged in distribution of gene testing services and pharmaceutical products. The Purchaser is an indirect wholly-owned subsidiary of the Company and its principal activity is distribution of gene-testing services. 

It has been the Company’s long term goal to maximize the value of its shareholders. In view of the intense market competition for the Group’s existing business particularly for the distribution of pharmaceutical products, the Company has been exploring opportunities to expand the Groups’ business and enhance its earnings. In this regard, the Directors consider that the Acquisition represents an opportunity for the Group to expand its investment portfolio into development, manufacture and distribution of bone chips, bone fat, hydrolyzed gelatin and related products as raw materials of health care products. 
The Board considers that the Acquisition and the Share Transfer Agreement are made on normal commercial terms and the terms thereof are fair and reasonable and are in the interests of the Company and the shareholders of the Company as a whole. 
Information on the Profit Forecast

For the purpose of complying with Rules 14.60A and 14.62 of the Listing Rules, the principal assumptions upon which the Profit Forecast is based are as follows:
1. the Target Company has free and uninterrupted rights to use the Exclusive Agency Agreement as part of its going concern business for the whole of the unexpired term as licenced and any premiums / administrative costs payable have already been fully paid; 

2. all the required permit(s), license(s), certificate(s), consent(s), or other legislative or administrative authority from any local, provincial, or national government or private entity or organisation have been or can readily be obtained or renewed on which the valuation contained in the Valuer’s report is based; 

3. the relevant Enterprise Legal Person Business Licences and/or business registration documents (including Tax Registration Certificate) are able to renew after their expiration from time to time till the end of the remaining validity period of the Exclusive Agency Agreement; 
4. the relevant permit granted to the Supplier for the import and sale of bone chips are able to register continuously till the end of the Exclusive Agency Agreement, and no early termination by the Supplier or the PRC relevant authorities is assumed in the valuation conducted by the Valuer;

5. there will not be material changes in the government policies or political, legal (including legislation or regulations or rules), fiscal (including interest rate and exchange rate), market or economic conditions, and the bases or rates of taxation in the PRC, where the Exclusive Agency Agreement operated as part of a going concern business of the Target Company; and
6. the Target Company shall implement the business plan that presented in accordance with the terms and conditions of the Exclusive Agency Agreement, and no variations of the terms and conditions are assumed.
The Financial Advisers have reviewed the principal assumptions upon which the Profit Forecast is based, and have confirmed that the Profit Forecast has been made after due care and enquiry by the Board.

The Reporting Accountants have also reviewed the calculations of the discounted cash flows forecast on which the valuation is based.

EXPERTS AND CONSENTS
The qualifications of experts who have given their opinion and advice in this announcement are as follows:

	Name
	Qualification

	LCH (Asia-Pacific) Surveyors Limited

	Professional surveyor


	Wallbanck Brothers Securities 

  (Hong Kong) Limited 
	A corporation licensed to carry on Type 4 (advising on securities), Type 6 (advising on corporate finance) and Type 9 (asset management) regulated activities under the SFO


	Anda Certified Public Accountants
	Certified public accountants


As at the date of this announcement, none of the Valuer, Financial Advisers and Reporting Accountants have any shareholding, directly or indirectly, in the Company or any member of the Group or 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.
To the best of the Directors’ knowledge, information and belief having made all reasonable enquiry, as at the date of this announcement, each of the Valuer, Financial Advisers and Reporting Accountants are Independent Third Parties.

The valuation report made by the Valuer was dated 5 July 2010.

Each of the Valuer, Financial Advisers and Reporting Accountants have given and have not withdrawn their written consent to the publication of this announcement with the inclusion of their opinion and advice and all references to the name in the form and context in which it is included.

GENERAL

As the relevant percentage ratios for the Acquisition calculated pursuant to Rule 14.07 of the Listing Rules is more than 5% but less than 25%, the Acquisition constitutes a discloseable transaction of the Company under Chapter 14 of the Listing Rules.

DEFINITIONS

In this announcement, unless the context otherwise requires, the following expressions have the following meanings:
	“Accountant”
	上海明宇大亞會計師事務所有限公司 (Shanghai Mingyu-Daya Certified Public Accountants Co. Ltd.), an independent firm of certified public accountants


	“Acquisition”
	the acquisition by the Purchaser of a total of 70% of the equity interests in the Target Company from the Vendors subject to the terms and conditions of the Share Transfer Agreement



	“associates”

	has the meaning as ascribed to it under the Listing Rules



	“Board”

	the board of Directors

	“CNL”
	CNL Partners Holding BV, a company incorporated in Holland and an Independent Third Party



	“Company”
	United Gene High-Tech Group Limited (Stock Code : 399), a company incorporated in the Cayman Islands with limited liability, the issued shares of which are listed on the Main Board of the Stock Exchange


	“Completion”
	completion of the Acquisition, which is scheduled on 12 July 2010 under the Share Transfer Agreement



	“Consideration”

	the consideration of RMB 15.12 million for the Acquisition



	“Directors”
	the directors of the Company



	“Exclusive Agency

Agreement”

	the exclusive agency agreement dated 1 January 2010 entered into between the Supplier and the Target Company, pursuant to which the Supplier appoints the Target Company as its exclusive distributor in relation to the sale of bone chips and bone fat in the PRC



	“Expert Team”

	a term of experts including A. H. Grobben, a Holland expert of hydrolyzed gelatin and bone fat refining technology


	“Financial Advisers”
	Wallbanck Brothers Securities (Hong Kong) Limited, a licensed corporation to carry on Type 4 (advising on securities), Type 6 (advising on corporate finance) and Type 9 (asset management) regulated activities under the SFO, being the financial advisers appointed to advise on the Profit Forecast

	“Group”
	the Company and its subsidiaries



	“HK$”
	Hong Kong dollars, the lawful currency of Hong Kong 



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


	“Independent Third Parties”
 or “Independent Third Party”

	a person(s) or company(ies) who/which is/are independent of the directors, chief executive and substantial shareholders of the Company and any of its subsidiaries and their respective associates


	“Listing Rules”
	the Rules Governing the Listing of Securities on the Stock Exchange


	“PRC”

	the People’s Republic of China, and for the purpose of this announcement, excluding Hong Kong, Macau and Taiwan


	“PRC GAAP”

	the Generally Accepted Accounting Principles of the

PRC


	“Profit Forecast”
	the valuation of the Exclusive Agency Agreement conducted by the Valuer which is regarded as a profit forecast under Rule 14.61 of the Listing Rules


	“Purchaser”
	China United Gene Health Limited, a company incorporated in Hong Kong and is an indirect wholly-owned subsidiary of the Company



	“Reporting Accountants”
	Anda Certified Public Accountants, independent certified public accountants and the reporting accountants of the Company in relation to the Profit Forecast


	“RMB”
	Renminbi, the lawful currency of the PRC



	“SFO”
	Securities and Futures Ordinance, Chapter 571 of the Laws of Hong Kong


	“Share Transfer Agreement”

	the share transfer agreement dated 9 July 2010 (as supplemented by a supplemental agreement of 9 July 2010) entered into between the Purchaser and the Vendors in relation to the Acquisition


	“Sonac”
	Sonac Holdings Limited, a company incorporated in Hong Kong with limited liability and an Independent Third Party



	“Stock Exchange”
	The Stock Exchange of Hong Kong Limited



	“Supplier”
	Sonac Vuren BV, a company incorporated in Holland and the supplier which appoints the Target Company as its exclusive distributor under the Exclusive Agency Agreement



	“Target Company”
	中荷（平湖）生物技術有限公司 (CNL (Pinghu) Biotech Co. Ltd.), a company established in the PRC with limited liability and is currently owned as to 50% and 50% by Sonac and CNL respectively



	“US$”
	US dollars, the lawful currency of the United States of America 


	“Valuer”


	LCH (Asia-Pacific) Surveyors Limited, an independent firm of professional surveyors


	“Vendors”

	Sonac and CNL and the “Vendor” shall mean any of them



	“%”
	percentage




	By Order of the Board

United Gene High-Tech Group Limited
Qin Yilong
Chairman
Hong Kong, [15] April 


Hong Kong, 9 July 2010
As at date of this announcement, the Board comprises three executive Directors, namely Mr. Qin Yilong (the Chairman), Mr. Shen Xiaodong and Mr. Jiang Jian; and three independent non-executive Directors, namely Dr. Zhang Huiming, Ms. Chen Weijun and Ms. Jiang Di. 

Please also refer to the published version of this announcement on the Company’s website: www.unitedgenegroup.com and www.irasia.com/listco/hk/unitedgene. 

In this announcement, amounts denominated in RMB have been translated into HK$ at the rate of RMB 1.00 = HK$1.157 and amounts denominated in US$ have been translated into HK$ at the rate of US$1.00 = HK$ 7.80. No representation is made that any amounts in HK$ or RMB or US$ have been or could have been or can be converted at the above rates or at any other rates or at all.
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