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TERMINATION OF DISCLOSEABLE TRANSACTIONS
	On 3 May 2011, China United Gene, an indirect wholly-owned subsidiary of the Company and each of the Distributors entered into the Termination Agreement and mutually agreed to terminate the Franchise Agreement dated 14 July 2009 with effect from 3 May 2011.
Upon termination, all rights and obligations of the parties under the Franchise Agreements shall cease and the parties shall have no claim against the others except for antecedent breach.

The Directors consider that termination of the transactions contemplated under the Franchise Agreements shall have no material adverse impact on the operation or the financial position of the Group.

This announcement is made pursuant to Rule 14.36 of the Listing Rules.




Reference is made to the announcement (the “Announcement”) of the Company dated 14 July 2009 in relation to, among others, the Franchise Agreements and the Loans. Capitalised terms used herein shall have the same meanings as those defined in the Announcement unless the context otherwise requires.

FRANCHISE AGREEMENTS
As disclosed in the Announcement, China United Gene, an indirect wholly-owned subsidiary of the Company and each of the Distributors entered into the Franchise Agreement pursuant to which, among others, China United Gene agreed to (i) appoint each of the Distributors as its distributor of retail gene testing services in the PRC for a term of 5 years (subject to renewal); and (ii) advance the Loan to each of the Distributors for the sole purpose of soliciting business opportunities and advertising activities in connection with the Franchise Agreements and for such marketing promotion activities as permitted by China United Gene. The Loans under the Franchise Agreements constituted discloseable transactions of the Company under Chapter 14 of the Listing Rules. In addition, as the Fourth Loan exceeded 8% of the assets ratio as defined under the Listing Rules, details of the Fourth Loan were also disclosed pursuant to Rule 13.13 and 13.15 of the Listing Rules.
Each of the Distributors had undertaken to China United Gene to meet the respective Specified Amount by distribution of gene testing services in the PRC. In the event that the sales generated by any Distributor in any one year is equal to or in excess of the respective Specified Amount relevant to that Distributor, China United Gene agreed to waive the repayment of 20% of the Loan (the “Annual Repayment”) by the relevant Distributor, which would otherwise have to be repaid to China United Gene in accordance with the terms of the Franchise Agreement. For the first contract year commencing from August 2009 and ending in June 2010, no Distributor failed to meet the relevant Specified Amount. Accordingly, the Annual Repayment by each relevant Distributor was waived.
Further details of the Franchise Agreements and the Loans are set out in the Announcement.

TERMINATION AGREEMENT
Reasons for the Termination Agreement

The Group is principally engaged in the distribution of pharmaceutical products, gene testing services and bio-industrial products. 

Since March 2010, the Group has begun to segment its market geographically and establish marketing and distribution channels which are under its direct supervision and management, so as to manage the distribution channels more effectively and to achieve higher profit margin. Accordingly on 3 May 2011, China United Gene and each of the Distributors entered into the termination agreement (the “Termination Agreements”, each the “Termination Agreement”) and mutually agreed to terminate the Franchise Agreement with effect from 3 May 2011.
Each of the Distributors is an Independent Third Party.

The Termination Agreement

Pursuant to the Termination Agreement, among others, China United Gene agreed to waive the respective Annual Repayment for the contract year of July 2010 to June 2011 proportionately, based on the percentage of sales generated by each Distributor for the period of July 2010 to March 2011 to its relevant Specified Amount. A total amount of HK$1,762,283 has been waived accordingly. The remaining balance of the Loans in the sum of HK$33,437,717 shall be repayable by the Distributors to China United Gene within 30 days after the date of the Termination Agreement. 
Upon termination, all rights and obligations of the parties under the Franchise Agreements shall cease and the parties shall have no claim against the others except for antecedent breach.

The Directors consider that termination of the transactions contemplated under the Franchise Agreements shall have no material adverse impact on the operation or the financial position of the Group.

This announcement is made pursuant to Rule 14.36 of the Listing Rules.

	
	By Order of the Board

United Gene High-Tech GroupLimited

Qin Yilong 

Chairman


Hong Kong, 3 May 2011
As at the date of this announcement, the Board comprises two executive Directors, namely Mr. Qin Yilong (the Chairman) and Mr. Jiang Jian; one non-executive Director, namely, Ms. Jiang Nian; 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 websites: www.unitedgenegroup.com and www.irasia.com/listco/hk/unitedgene.
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