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MAJOR AND CONNECTED TRANSACTIONS IN RELATION TO THE ACQUISITION OF ENTIRE EQUITY INTERESTS OF 
(1) FUDAN HEALTH (GUANGDONG) LTD.
AND

(2) FUDAN HEALTH INTERNATIONAL (HK) LIMITED

CONTINUING CONNECTED TRANSACTIONS
INTRODUCTION
The Board is pleased to announce that on 8 November 2010 (after trading hours), the Purchaser, an indirect wholly-owned subsidiary of the Company, and the Vendors, entered into the Acquisition Agreement, pursuant to which the Purchaser conditionally agreed to buy and the Vendors conditionally agreed to sell the Sale Shares, representing the entire equity interest in the Targets.
THE ACQUISITION AGREEMENT
Set out below are the principal terms of the Acquisition Agreement:
Date:

8 November 2010 (after trading hours)
Parties:
(1) Purchaser: Bestdone Limited, an indirect wholly-owned subsidiary of the Company

(2) Vendors: United Gene Health Group Limited and Fudan Health International Limited, both being indirectly wholly owned by Dr. Mao as at the date of this announcement

Assets to be acquired

Pursuant to the Acquisition Agreement, the Purchaser has conditionally agreed to buy and the Vendors have conditionally agreed to sell the Sale Shares, representing 100% equity interest in the Targets.
To the best of the Directors’ knowledge, information and belief having made reasonable enquiries, the Vendors, together with Bozhong and Fudan MCO, are principally engaged in the provision of gene testing products and services. 
Consideration
The Consideration shall be the aggregate of HK$78,000,000 and the total set-off amount of net liabilities value of Target B and Sale Loan as at the Completion Date and shall be satisfied according to the following schedule:

(1) HK$78,000,000 shall be settled by the Purchaser within 10 business days after the Completion Date by way of telegraphic transfer; and
(2) the total set-off amount of net liabilities value of Target B and the Sale Loan as at the Completion Date, which is subject to a maximum amount of HK$2,200,000, shall be confirmed by Vendor B within 7 business days after the Completion Date and shall be settled by the Purchaser within 10 business days after the Completion Date.
As at 30 June 2010, there was the Sale Loan of HK$1.55 million. Pursuant to the Acquisition Agreement, Vendor B will transfer the full entitlement of such Sale Loan as at the Completion Date without recourse to the Purchaser.  

Basis of the Consideration
The Consideration was agreed between the Purchaser and the Vendors after arm’s length negotiations and on normal commercial terms by reference to the preliminary assessed fair value of Target A (including the Exclusive Rights and right of use of UG Logo) as at 8 November 2010 and the net assets value of Target B based on its unaudited accounts as at 30 June 2010.
It is the present intention of the Directors that the consideration for the Acquisition will be satisfied by internal resources of the Group.

The total original acquisition cost of the Sale Shares by the Vendors was HK$10,008, that is, at the nominal value of such shares.
Conditions precedent of the Acquisition Agreement
Completion shall be subject to and conditional upon the fulfillment of the following conditions:

(i)   the Purchaser having completed satisfactory due diligence works on, including but not limited to, the assets, liabilities, operations and other affairs of the Targets;
(ii)   Vendors having obtained all the governmental and other regulatory approvals, consents and registration required for the Completion;
(iii)   the passing of the required resolutions by the Shareholders by way of a poll at the EGM, including but not limited to, (1) the Acquisition; and (2) the continuing connected transactions under the Continuing Supplies and the Distribution Arrangement;
(iv)   Vendor A shall provide to the Purchaser (in form and substances satisfactory to the Purchaser) the authorised documents for its permanent assignment to Target A and the Purchaser (and its associate companies) for the use of UG Logo in the PRC, Hong Kong and Macau; 
(v)   Vendor A shall provide to the Purchaser (in form and substances satisfactory to the Purchaser) its permanent assignment of the Exclusive Rights to Target A by Bozhong and Fudan MCO;
(vi)   The Securities and Futures Commission in Hong Kong or the Stock Exchange have no objections to the Group and/or the Purchaser in relation to the transactions arising from the Acquisition Agreement up to the Completion Date;
(vii)   Bozhong or its associate companies be entered into agreement(s) with China United to terminate the exclusive worldwide distributorship right granted to China United in respect of the Gene Testing, which would be effective upon the Completion; and
(viii) each member of the Vendors will use its best endeavor to warrant the satisfaction of the above conditions precedent, especially to timely provide the Purchaser, Stock Exchange and other relevant regulatory bodies with all the documents and information required under the Listing Rules and any other relevant laws, orders, regulations and guidelines.
Except the conditions in (iii) to (vii) which cannot be waived, the other conditions are waivable by the Purchaser. Condition (vii) has been fulfilled as at the date of this announcement.
If the aforementioned conditions are not fulfilled on or before noon of the last business day in February 2011 (i.e. 28 February 2011), the Acquisition Agreement shall lapse and no party to the Acquisition Agreement shall have any claim against or liability to the other party, save in respect of any antecedent breaches of the Acquisition Agreement.
Completion

Completion shall take place on or before 4:00 p.m. on the Completion Date. Upon Completion, the Targets will become indirect wholly owned subsidiaries of the Company.
OTHER AGREEMENTS RELEVANT TO THE ACQUISITION
Exclusive Agreements:

On 8 November 2010, Target A entered into each of the Exclusive Agreements with Bozhong and Fudan MCO, pursuant to which, inter alia, Bozhong and Fudan MCO had assigned to Target A the permanent Exclusive Rights respectively, and Fudan MCO had assigned to Target A the permanent Non-exclusive Right, at a nominal consideration.  
In addition, pursuant to the Exclusive Agreements, Bozhong and Fudan MCO will supply the Gene Testing to Target A and its associated companies at the price no less favorable than that being or will be offered to other distribution agents by Bozhong and Fudan MCO, whilst Bozhong will serve as a sub-distributor of Gene Testing in the PRC, Hong Kong and Macau for Target A and its associated companies at the same selling price as offered to the other sub-distributors of the Group. These Continuing Supplies and Distribution Arrangement will last for an initial period of 3 years commencing on the Completion Date, and subject to the Independent Shareholders’ approval, be renewable by Target A for a further period of 3 years at each maturity date (including the maturity dates of any renewed period) by Target A at a nominal consideration.  

Deed of gift:
With a view of strengthening the Group’s ongoing research and development capacity for the Gene Testing upon the Completion, on 8 November  2010, Vendor A entered into a deed of gift with Target B pursuant to which Vendor A shall deliver to Target B at nil consideration of the following information and documents in relation to Gene Testing:
(a)
the four product design schemes for Human Diseases Susceptibility Gene Tests (inclusive of Classic v2008 series, Happy Life III series, Gene Tests for Single Disease series and Happy Family series); and

(b) technology and management system standards for laboratory of Vendor A (inclusive of technology standards, quality control manual,  standard operation procedure (“SOP”) for management, SOP for experiments). 
INFORMATION ON THE TARGETS
According to the unaudited accounts of the Targets prepared in accordance with the Hong Kong Financial Reporting Standards, Target A and Target B had HK$8 of unaudited net assets and approximately HK$0.30 million of unaudited net liabilities respectively as at 30 June 2010. Further information of the Targets is set out as below:

Target A:
Target A had no turnover and did not generate any net profit or incurred any loss (either before or after taxation) for each of the two years ended 30 June 2010.

Pursuant to certain agreements between China United and United Gene Health, China United, as the existing grantee of the worldwide exclusive right of distribution of Gene Testing, has been sub-granting United Gene Health an exclusive right to distribute Gene Testing in Hong Kong and a non-exclusive right to distribute Gene Testing in the PRC. On 8 November 2010, China United and United Gene Health entered into a termination agreement for such sub-grants, which is conditional upon the Completion, and HK$40 million of the non-interest bearing deposit under the sub-grants will be repaid to United Gene Health by China United after the Completion. Such HK$40 million of repayment of non-interest bearing deposit to United Gene Health will become internal resources of the Group.
On 8 November 2010, Bozhong and China United entered into an agreement to terminate the grant of worldwide exclusive right of distribution of Gene Testing to China United by Bozhong, which is conditional upon the Completion.
Target A will own the Exclusive Rights and have the right of use of UG Logo which are assignable to other companies in the Group after the Completion. The preliminary assessed fair value of Target A (including the Exclusive Rights and right of use of UG Logo) as at 8 November 2010 was approximately HK$223 million.
Target B:

	
	
	From 17 September 2009 
(date of incorporation)

to 30 June 2010

(HK’000)

	
	
	

	Turnover


	
	-

	Loss before and after taxation


	
	314


As at the date of this announcement, Target B is operating a laboratory in Hong Kong which is capable of performing manufacturing, research and development of gene testing products and services.
REASONS FOR ENTERING INTO THE ACQUISITION AGREEMENT
The Company is an investment holding company and its subsidiaries are principally engaged in distribution of gene testing services and pharmaceutical products.
Through the acquisition of Target A, the Group would have acquired the exclusive distribution rights for the Gene Testing in the regions of the PRC, Hong Kong and Macau, the non-exclusive distribution right for Gene Testing in other regions as well as the right of use of the UG Logo on Gene Testing distributed by the Group in the PRC, Hong Kong and Macau. Moreover, as the purchase price of Gene Testing under the Exclusive Agreement is lower than that of the existing non-exclusive arrangement with China United, the Group would enjoy a higher profit margin in the business of gene testing distributions in the future whilst using the well-known UG Logo in the gene testing services.
The acquisition of Target B serves as an extension of research and development of gene testing products and services by the Group.
After taking into account the reasons for entering into the Acquisition Agreement as stated above, the Directors (excluding independent non-executive Directors whose views will be given after taking into account the advice of the independent financial adviser) consider that the terms of the Acquisition Agreement are negotiated with the Vendors in good faith and on arm’s length basis and the terms of the Acquisition Agreement including the Consideration, are fair and reasonable and in the interests of the Shareholders as a whole.

LISTING RULES IMPLICATIONS
As the applicable percentage ratios as set out in Rule 14.07 of the Listing Rules are more than 25% but less than 100%, the Acquisition constitutes a major transaction under the Listing Rules. Moreover, to the best of the Directors’ knowledge and information, Dr. Mao, a substantial shareholder of the Company, is the ultimate beneficial owner of the Vendors. As such, the Acquisition also constitutes a non-exempted connected transaction under Chapter 14A of the Listing Rules which is subject to the reporting, announcement and Independent Shareholders’ approval requirements. Accordingly, the Company will seek the Independent Shareholders’ approval at the EGM by way of poll for the transactions contemplated under the Acquisition Agreement.
CONTINUING CONNECTED TRANSACTIONS
Introduction
Pursuant to the Exclusive Agreements, Bozhong and Fudan MCO will supply the Gene Testing to Target A and its associated companies on normal commercial terms on an ongoing basis. In addition, Bozhong will serve as a sub-distributor of Gene Testing for Target A and its associated companies.
As Target A will become an indirect wholly owned subsidiary of the Company, both the Continuing Supplies and the Distribution Arrangement will constitute continuing connected transactions for the Company under Chapter 14A of the Listing Rules.
The Annual Caps
The Board proposed that the Annual Caps A and Annual Caps B for the period commencing from the Completion Date and ending 30 June 2011, the financial years of the Group ending 30 June 2012 and 2013, and the period commencing on 1 July 2013 and ending on the 3rd anniversary date after the Completion Date are as follows: 
	
	For the period commencing on the Completion Date and  ending 30 June 2011


	For the financial year ending 30 June 2012
	For the financial year ending 30 June 2013
	For the period commencing on 1 July 2013 and ending on the 3rd anniversary date after the Completion Date

	
	(HK’000)
	(HK’000)
	(HK’000)
	(HK’000)

	Annual Caps A

	73,000
	124,000
	124,000
	51,000

	Annual Caps B


	14,000
	24,000
	24,000
	10,000


The Annual Caps A and Annual Caps B are determined based on (i) the projected sales of Gene Testing; (ii) the expected growth of gene testing market in Hong Kong, Macau and the PRC; and (iii) the historical sales arising out of the Group from distribution of gene testing services. The Continuing Supplies and the Distribution Arrangement will become effective upon the approval of the relevant resolutions by Independent Shareholders at the EGM and the Completion.
The Continuing Supplies will ensure stable supplies of Gene Testing by Bozhong and Fudan MCO to the Group, whilst the Group in turn, through the Distribution Arrangement, expects to derive higher sales of Gene Testing by leveraging Bozhong’s regional connections to various customers.
The Directors (excluding independent non-executive Directors whose views will be given after taking into account the advice of the independent financial adviser) consider that the entering into the Exclusive Agreements is (i) in the ordinary and usual course of business of the Group; (ii) on normal commercial terms; and (iii) fair and reasonable so far as the Independent Shareholders are concerned, and in the interests of the Company and the Shareholders as a whole.
Listing Rules implications
As the applicable percentage ratios pursuant to Rule 14.07 of the Listing Rules is 25% or more and the Annual Caps A and Annual Caps B exceed HK$10 million, the Exclusive Agreements and the transactions contemplated thereunder constitute non-exempt continuing connected transactions for the Company under Chapter 14A of the Listing Rules and are subject to the reporting, annual review, announcement and Independent Shareholders’ approval requirements under the Listing Rules. Accordingly, the Company will seek the Independent Shareholders’ approval at the EGM by way of poll for the transactions contemplated under the Exclusive Agreements (including the Annual Caps A and Annual Caps B).
GENERAL

The EGM will be held by the Company to consider, and if thought fit, passing the resolutions to approve the (1) Acquisition Agreement and the transactions contemplated thereunder and (2) Exclusive Agreements and the transactions contemplated thereunder.  Dr. Mao and his associates shall abstain from voting in favour of the relevant ordinary resolutions at the EGM.

An Independent Board Committee comprising all independent non-executive Directors has been established to advise the Independent Shareholders in respect of terms of the Acquisition Agreement and the Exclusive Agreements. The Company has appointed Ample Capital Limited as the independent financial adviser to advise the Independent Board Committee and the Independent Shareholders in this regard.
A circular containing, among other matters, details of the Acquisition, the Continuing Supplies and the Distribution Arrangement, the letter of advice from the independent financial adviser to the Independent Board Committee and the Independent Shareholders, the recommendation of the Independent Board Committee to the Independent Shareholders together with the notice of EGM, is expected to be despatched to the Shareholders as soon as practicable and no later than 29 November 2010.
DEFINITIONS

In this announcement, the following words and expressions shall, unless the context otherwise requires, have the same meanings when used herein:
	“Acquisition”
	the acquisition of the Sale Shares by the Purchaser from the Vendors pursuant to the terms and conditions of the Acquisition Agreement



	“Acquisition Agreement”
	the conditional sale and purchase agreement entered into between the Purchaser and the Vendors dated 8 November 2010 in relation to the Acquisition



	“Annual Caps A”


	the maximum aggregate monetary value in respect of continuing connected transaction under the Continuing Supplies



	“Annual Caps B”


	the maximum aggregate monetary value in respect of the continuing connected transaction under the Distribution Arrangement



	“associates”
	has the meaning ascribed to in the Listing Rules



	“Board”
	the board of Directors



	“Bozhong”

	上海博仲生物技術有限公司 (for identification purpose,  Shanghai Bozhong Biotechnology Co. Ltd. ), a company incorporated in the PRC with limited liability and an indirect wholly owned subsidiary of Vendor A


	“BVI”


	the British Virgin Islands

	“China United”
	China United Gene Health Industry Limited, a company incorporated in Hong Kong with limited liability, is the existing grantee of the exclusive worldwide distributorship right of Gene Testing by Bozhong



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


	“Completion”
	completion of the sale and purchase of the Sale Shares pursuant to the terms of the Acquisition Agreement



	“Completion Date”
	the third business day after all the conditions precedent of the Acquisition Agreement have been fulfilled or waived


	“Consideration”
	the aggregate of HK$78,000,000 and set-off amount of net liabilities value of Target B and the Sale Loan as at the Completion Date, being the consideration for the Acquisition


	“Continuing Supplies”

	the ongoing supplies of Gene Testing by Bozhong and Fudan MCO pursuant to the terms and conditions under the Exclusive Agreements


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



	“Distribution Arrangement”


	the sub-distribution services performed by Bozhong for the Gene Testing in the PRC, Hong Kong and Macau


	“Dr. Mao”


	Dr. Mao Yumin, a substantial shareholder of the Company and the ultimate beneficial owner of the Vendors



	“EGM”
	an extraordinary general meeting of the Company to be convened for the purpose of, among other things, approving the Acquisition Agreement, the Exclusive Agreements and the transactions contemplated thereunder



	“Exclusive Agreements”

	the conditional exclusive agreements entered into between Target A and each of Bozhong and Fudan MCO dated 8 November 2010 in relation to the Exclusive Rights, the Non-exclusive Rights, the Continuing Supplies and the Distribution Arrangement, which would be effective upon the Completion


	“Exclusive Rights”


	the exclusive rights of distributing the Gene Testing provided by Bozhong and Fudan MCO in the PRC, Hong Kong and Macau under the Exclusive Agreements




	“Fudan MCO”


	Fudan Health International (MCO) Limited, a company incorporated in Macau with limited liability and a wholly owned subsidiary of Vendor B



	“Gene Testing”


	the diseases susceptibility gene testing services, and the gene consultancy services products


	“Group”
	the Company and its subsidiaries



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



	“Independent Board Committee”
	the independent committee of the Board comprising all the independent non-executive Directors, namely Dr. Zhang Huiming, Ms. Chen Weijun and Ms. Jiang Di, to advise the Independent Shareholders regarding the Acquisition, the Continuing Supplies and the Distribution Arrangement


	“Independent Shareholders”
	Shareholders other than Dr. Mao and his associates



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



	“Macau”


	the Macao Special Administrative Region of the PRC

	“Non-exclusive Rights”


	the non-exclusive rights of distributing the Gene Testing provided by Fudan MCO in the regions other than the PRC, Hong Kong and Macau under the Exclusive Agreements



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


	“Purchaser”
	Bestdone Limited, a company incorporated in the BVI with limited liability and is an indirect wholly owned subsidiary of the Company



	“Sale Loan”


	the outstanding amount of loan due from Target B to Vendor B



	“Sale Shares”
	the 1 share and 10,000 shares representing the entire 100% issued share capital of Target A and Target B respectively




	“Share(s)”
	ordinary share(s) of HK$0.01 each in the issued share capital of the Company



	“Shareholder(s)”
	holder(s) of the Shares



	“Stock Exchange”
	The Stock Exchange of Hong Kong Limited



	“subsidiaries”
	has the meaning ascribed to it under the Listing Rules



	“Target A”
	Fudan Health (Guangdong) Ltd., a company incorporated in the BVI with limited liability and a wholly owned subsidiary of Vendor A



	“Target B”
	Fudan Health International (HK) Limited, a company incorporated in Hong Kong with limited liability and a wholly owned subsidiary of Vendor B



	“Targets”
	Target A and Target B



	“United Gene Health”


	China United Gene Health Limited, a company incorporated in Hong Kong with limited liability and an indirect wholly owned subsidiary of the Company



	“UG Logo”

	certain logos granted by Vendor A to Target A for use in the business of Gene Testing in the PRC, Hong Kong and Macau


	“Vendor A”


	United Gene Health Group Limited, a company incorporated in the BVI with limited liability of which the entire equity interest is indirectly owned by Dr. Mao
 

	“Vendor B”
	Fudan Health International Limited, a company incorporated in the BVI with limited liability and a wholly owned subsidiary of Vendor A


	“Vendors”
	Vendor A and Vendor B



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



	“%”
	per cent.


	
	


By order of the Board

United Gene High-Tech Group Limited

Qin Yilong







Chairman
Hong Kong, 8 November 2010

As at the 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. 
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