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THIS CIRCULAR IS IMPORTANT AND REQUIRES YOUR IMMEDIATE ATTENTION
T A BT R

If you are in any doubt as to any aspect of this
circular, you should consult your licensed
securities dealer, bank manager, solicitor,
professional accountant or other professional
adviser.

If you have sold or transferred all your shares in
CHINA HEALTH GROUP INC., you should at
once hand this circular to the purchaser or
transferee or to the bank, licensed securities
dealer or other agent through whom the sale or
transfer was effected for onward transmission to
the purchaser or transferee.

Hong Kong Exchanges and Clearing Limited and
The Stock Exchange of Hong Kong Limited take
no responsibility for the contents of this circular,
make no representation as to its accuracy or
completeness and expressly disclaim any liability
whatsoever for any loss howsoever arising from
or in reliance upon the whole or any part of the
contents of this circular.
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THIS CIRCULAR IS IMPORTANT AND REQUIRES YOUR IMMEDIATE ATTENTION
TR R BT R

A letter from the Independent Board Committee
including its recommendation to the Independent
Shareholders is set out on pages 19 to 20 of this
circular, and a letter from the Independent
Financial Adviser containing its advice to the
Independent Board Committee and the
Independent Shareholders on the terms of the
Service Agreement and the transactions
contemplated thereunder is set out on pages 21
to 32 of this circular.

A notice convening the EGM of China Health
Group Inc. to be held at Building Al Hai Tong Shi
Dai Business Center, No. 11 of West Third Ring
North Road, Hai Dian District, Beijing, China, on
15, Aug, 2017 at 10:00 a.m. is set out on pages 38
to 40 of this circular. A form of proxy for use at
the EGM is enclosed with this circular. Whether or
not you intend to attend the EGM in person, you
are requested to complete the accompanying
form of proxy in accordance with the instructions
printed thereon and return the same to the share
registrar of China Health Group Inc, Tricor
Standard Limited, at Level 22, Hopewell Centre,
183 Queen' s Road East, Hong Kong, as soon as
possible but in any event not less than 48 hours
before the time appointed for holding of the
EGM or any adjournment thereof. Completion
and return of the proxy form shall not preclude
you from attending and voting in person at the
EGM or any adjournment thereof should you so
desire.

31 July, 2017
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CHARACTERISTICS OF GEM
ERBOXEFTARAFARBNKEE

GEM has been positioned as a market designed
to accommodate companies to which a higher
investment risk may be attached than other
companies listed on the Stock Exchange.
Prospective investors should be aware of the
potential risks of investing in such companies
and should make the decision to invest only
after due and careful consideration. The greater
risk profile and other characteristics of GEM
mean that it is a market more suited to
professional and other

sophisticated investors.

Given the emerging nature of companies listed
on GEM, there is a risk that securities traded on
GEM may be more susceptible to high market
volatility than securities traded on the Main
Board and no assurance is given that there will
be a liquid market in the securities traded on
GEM.
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DEFINITIONS |
B

In this circular, unless the context otherwise requires, the following expressions have the

following meanings:

REBEFR, BXBFETES, TARREUTHS:

"Annual Cap”
[EfE ER]

“associate(s)”
L IN|

“Board"
[EEE]

“Chairman”

[E3:1

“Company”
[#28))

“Completion”

[5ent)

“Completion Date”
[serBHA]

“Connected Customer”
(BT |

"Connected Customer Shareholder”
[REEFRRE |

“Connected Customer Subsidiaries”
[REES R T

“connected person(s)”
[BEAL]

T
[54RERE 2 )

“Controlling Shareholder”
[fzmRiER |

“CRO"
[E=aiviav, |

“Director(s)”
[H55)

“Effective Date”
[E=s{=ti]

“EGM”
[RERIAR]

* For identification purpose only

* fEf RS

the maximum aggregate annual value for the transaction under Service Agreement

AR Wl L SR 13 5 2 B O A B

has the meaning ascribed to it under the GEM Listing Rules

BAVER b AP T2

the board of Directors

AEAFNPE

the chairman of the Board

R

China Health Group Inc. (formerly known as Venturepharm Laboratories Limited. a company ncorporated in the
Cayman Islands with limited liability and the Shares of which are listed on GEM with stock code: 8225)

FEBHEN (RSP ARAT, RESRRIER 2 ARAG], KRBT L,
firflak: 8225) »

the completion of the Services in accordance with the terms and conditions of the Service Agreement

R WA o ) 0 A0 TR B o R ;

the date of Completion

SERE F 4

Venturepharma Group (China) Corp. (82 BEEEHL ( i) T2 A1), a company incorporated in the British
Virgin Island with limited liability and the Connected Customer Shareholder is a significant shareholder

WA (PR AT, FIEGHR R 2 AR ] ELR TR ARTERYE

Mr. William Xia Guo, who is a [significant shareholder] of the Connected Customer and a Substantial Shareholder of the
Company

pany
T S s R R T A A A ] R

the Connected Customer s subsidiaries within the PRC

(3B A 1 AR B 4 ]

has the same meaning ascribed to this term under the GEM Listing Rules

LA TR A BATR T L A

the continuing connected transaction referred to in this circular

Al B4R R T S 5

has the same meaning ascribed to this term under the GEM Listing Rules

AL bR R AT T2 Tk

contracted research organisation

FRER MR

the directors of the Company, including the independent non-executive directorsand eacha “Director”

AATIRE, CERERTRSREME 8

the date of the Independent Shareholders " approval of the Service Agreement

5o AR Wk 2 B

The extraordinary general meeting of the Company to be convened for, among other matters, approving the Service
Agreement, the Continuing Connected Transaction and the related proposed annual caps for the period from the Effective
Date to 31 December 2018

s T AL TSRS, P RO AR E S/ UF A S T Z R B #
S 5 R R AR R R
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DEFINITIONS
B&

“GEM"

[ 81345 |

“GEM Listing Rules”

[ BllsER_ErsARAY |

“Group” or "CHG" or “China Health Group®
[A%M] = [CHG) = [-FEIMEmHEN)

-HKS.
[HKS]

“Hong Kong’
(&)

“Independent Board Committee”

[(BUWRERR)

“Independent Financial Adviser"

[EsrEfRARER ]

“Independent Shareholders
(IR ]

“Latest Practicable Date”
[SEmpaTTBHA
“percentage ratiols)
I=pers2d

“PMS
[fEThiRERs

"PRC”
(i)

RME"
[TAER#]
“Services"
[BE#5]
“Service Agreement”
[ARF5 e

[BRISHRELS )
“Service Provider”
0

[E:iopxati Gl

* For identification purpose only

* A

the Growth Enterprise Market of the Stock Exchange
B B IR

the Rules Governing the Listing of Securities on Growth Enterprise Market of the Stock Exchange

FRB G L BATERA RSB S EAR

the Company and its subsidiaries
LG P

Hong Kong dollars, the lawful currency of Hong Kong
b, TERERN

the Hong Kong Special Administrative Region of the PRC
P ERF S RITEIE

the independent committee of the Board, comprising all the independent non-executive Directors, namely
M. Shou Yuan W, Dr. Bin Hui Ni and Mr. Mark Gavin Lotter, established to advise the Independent
Shareholders in respect of the terms of the Service Agreement and the transactions contemplated thereunder
HA BRI TS, BIRETTRS, RS Mark Gavin Lotter S5 #1 2 137 #UHZ
B, S7eam MR R FRERTT2 2 5 M e A R AR SR o

TC Capital International Limited, a corporation licensed to carry out type 1 (dealing in securities) and type 6
{advising on corporate finance) regulated activity under the SFO, which has been appointed as the
independent financial adviser to advise the Independent Board Committee and Independent Shareholders in
respect of the terms of the Service Agreement and the transactions contemplated thereunder and the Annual

Cap
IME$E%ﬁmﬁﬁ,mﬂﬁﬁﬂMﬁﬁWﬂﬁﬁﬁwﬂﬁﬁﬁ%)&%ﬁﬂﬂﬁﬁmﬁﬁ
ﬁﬁﬁ)%%ﬁﬁﬁﬁZﬁﬂﬁm.ﬁé&%ﬁjﬁﬁﬁm,ﬁmﬁmﬁz&ﬁ&ﬁﬁﬁﬁﬁﬁ
2B LR FR LR R iR R & R R ke

Shareholders excluding Mr. William Xia Guo and his associates

e, AEAEYREEERIERA L

27 July,2017, being the latest practicable date prior to the printing of this circular for ascertaining cerfain
information contained herein

@ b EH, EAGEE (4 DN REE SR T DR B MR AT T EL M

has the same meaning ascribed it under the GEM Listing Rules, as applicable to a transaction

B R T2 R, B TR

post market service

fe i A

The People” s Republic of China, which for the purpose of this circular, excludes Hong Kong, the Macau
Special Administrative Regjon of the People” s Republic of China and Taiwan

g A\RIGHR, SAMETT S, AUEFE. APMSHITBIRLGH

Renminbi, the lawful currency of the PRC

ARHE, dEEEE

services including post launch market research, medical sciences service and medical market service

B b AT, WO B R A i

the agreement dated 28 July 2016 entered into between the Company and the Connected Customer. pursuant
to which the Company agreed to provide Services through the Service Provider to the Connected Customer

Subsidiaries

A AR ERAMA T E A LA T A A2 R, A2 ol R ROSE R 5T
T 8 A 2 R TR

entity(ies) being member of the Group which provides the Services

A L e R AR B ) B

the Securities and Futures Ordinance (Chapter 571 of the Laws of Hong Kong)

CEERSERE  (EEEE 51 )




DEFINITIONS
B®

“Share(s)’ share(s) of HK$0.1 each of the Company

[Baf53 ] A wlfE A E A 0.1 HETTR (Y

“Shareholder(s)” the shareholder(s) of the Company

MR AR TIH

“Stock Exchange” The Stock Exchange of Hong Kong Limited

[Ef3ERT ) FikE o BATARA S

“subsidiary(ies) has the meaning ascribed to it in the GEM Listing Rules
[N Afiie ETRRIFTR T 2 B

“Substantial Shareholder” has the same meaning ascribed to it under the GEM Listing Rules; and
[E2:3:c3) Al ETRRIATR T2 e, X

"%’ per cent

[%]) HA

In this circular, amounts in RMB are translated into HK$ on the
basis of RMB1.00 = HK$1.18. The conversion rate is for
illustration purpose only and should not be taken as a
representation that RMB could actually be converted into HK$ at
such rate or at all.

* For identification purpose only
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LETTER FROM THE BOARD
EEEERN

Executive Directors

Mr. William Xia GUO (Chairman)

=
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Non-executive Director:
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Independent Non-executive Directors

Mr. Shou Yuan WU
Dr. Bin Hui NI
Mr. Mark Gavin Lotter

* For identification purpose only
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LETTER FROM THE BOARD
EHEGEHS

Registered office:

Scotia Centre
4th Floor, PO. Box 2804 George Town, Grand
Cayman Cayman Island

Head office:

Haitong Commercial Center No.1l, North
West 3rd Ring Road Haidian District, Beijing
China, 100089

Principal place of business and head office
in Hong Kong:

Unit B, 19/F.
Times Media Centre
133 Wanchai Road, Wanchai Hong Kong

Dear Sir or Madam

1.INTRODUCTION

Reference is made to the announcement of the
Company dated 28 July 2016 in relation to, among
other things, on 28 July 2016, the Company and
Connected Customer entered into the Service
Agreement, pursuant to which the Company
agreed to provide Services through the Service
Provider to the Connected Customer Subsidiaries.

The purpose of this circular is to provide you with
(1) further details of the Service Agreement, the
Continuing Connected Transaction and the
related proposed annual caps; (2) a letter of
recommendation from the Independent Board
Committee to the Independent Shareholders in
respect of the Service Agreement, the Continuing
Connected Transaction and the related proposed
annual caps; (3) a letter from the independent
financial adviser to the Independent Board Committee
in respect of the Service Agreement, the Continuing
Connected Transaction and the related proposed
annual caps; and (4) notice of convening the EGM.

The Board considers that the Service Agreement
will have a rather significant impact over the
performance of the Group in terms of revenue
and profit. The Board wishes to emphasise that
implementation of the Service Agreement and
Continuing Connected Transaction and the related
proposed annual caps are subject to approval by
the Independent Shareholders at the EGM.
Shareholders and potential investors should be
aware that the aforesaid proposed transactions
may or may not be proceeded with and are advised
to exercise caution when dealing in the Shares.
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LETTER FROM THE BOARD
EEEEN

THE SERVICE AGREEMENT

On 28 July 2016, the Company and Connected
Customer entered into the Service Agreement,
pursuant to which the Company agreed to
provide Services through the Service Provider to
the Connected Customer Subsidiaries.

The Service Agreement shall only become
effective after approval of the same has been
obtained at the EGM. Details of the principal
terms of the Service Agreement and its proposed
Annual Cap amount are set out below:

Parties:
(a)the Company; and

(b) Venturepharma Group (China) Corp. EoblE
=88 (PE ) BRATE).

Services to be provided

Pursuant to the Service Agreement, the
Company agreed to provide Services through
the Service Provider to the Connected Customer
Subsidiaries.

Term

From the Effective Date up to and inclusive on 31
December 2018.

Payment Terms

Fees actually incurred during the month shall be
settled in the following month.

The proposed annual cap for each of the two
years ending 31 December 2018 under the
Service Agreement (after tax) is set out below:

PR ik
W E—NEEA T AH, AR TR E

ARE Wk, BRI A R AR IR R AL
7 Y R 4 mER AR

LR R IR R B K & _E S HEHERR T RE
A PRI R SRR R R
B aEEmsInT

HER
(a) AvE]; K
(b) BeRERR (b)) ARAT.

MR BEH RS -

HOR R s, A w1 L RO MR FHR A 7 10 Bl
i 77 B A FIHR AL AR -

AR :

AeKAEE - /\F+-A=1+—Hl.

SRR
% H BB EE A i s AR T A SO

BE—F - /\E+ A = B E R
Wi P e B (%) T

For Aug. to Dec.2017 For the year ended 31 December 2018
—Z—t&E/N\AET-AKH BE—Z/\F+-A=+—HILFE
RMB RMB
ARMT ARMETT
Proposed annual cap amount
62,515,736 129.779.458
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LETTER FROM THE BOARD
EHERN

Basis for the Proposed Annual Cap Amount
under the Service Agreement

The proposed Annual Cap amount for the each of
the years ending 31 December 2018 for the Service
Agreement was determined with reference to the
following factors:

(a) The Connected Customer has provided the
Company with the actual sales quantities of the
selected 25 service products in 2015:

(b) The Connected Customer has provided the
Company with the actual sales quantities of these
25 products in 2015, which show the annual
growth rate of around 11% in 2015. To date, the
Connected Customer has provided the Company
with the actual sales quantities of these 25
products in 2016, which show roughly the same as
those in 2015.

() On such basis, both parties have agreed that,
the estimated sales c1uantities of these 25 products
in 2017 & 2018 would be roughly the same as the
actual sales quantities of 2016.

(d) The Connected Customer has provided the
latest hospital sales price (average bid price) of
these 25 products in mainland China.

(e) Both parties have agreed that the service fee
rate charged by the Company to the Connected
Customer will be no lower than that charged by the
Company to the independent third parties, ie.
427% of the hospital sales price (average bid
price). Assume the average bid price of these
products remains relevant stable during the period
of 2016-2018.

(f) Both parties have agreed that, the service fee of
PMS provided by the Company to the Connected
Customer would be equal to (=) sales quantity of
these 25 products by the Connected Customer
during the service period * hospital sales price of
each product * service fee rate.

The Company has prepared to start the service
since 2017 at the time when we applied for the CCT
to the Stock Exchange.

From Aug. to Dec 2017CCT monetary cap
Expected sales quantity of these 25 products in
Aug. to Dec. 2017 * Hospital sales price of each
product * Service fee rate (42.7%) / (1+ 6% VAT
rate) = RMB 62,515,736

2018 CCT monetary cap = Expected sales quantity
of these 25 products in 2018 * Hospital sales price
of each product * Service fee rate (42.7%) / (1+ 6%
VAT rate) = RMB129,779,458.

07
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LETTER FROM THE BOARD
EHERMF

According to current four third parties service
agreements already signed, the Customers have
provided the sales quantity estimation of relevant
products to our Company. Our Company has also
made relevant studies on the market and the
relevant  products, also considering the
development of the market, and made relevant
calculations.

2017 CCT Percentage Cap

Our Company has made review on the service
revenue from third party customers in 2017. Based
on the current four third parties service
agreements already signed, the Customers have
provided the sales quantity estimation of relevant
products to our Company. The Company has also
made relevant studies on the market and relevant
products, also considering the development of the
market, and made relevant calculations.

Therefore, the latest third party service revenue in
2017 will be around RMB 77million. The 2017 CCT
monetary cap is around RMB62,515,736, which
accounts for 44.8% of the total revenue in 2017.
Out of cautious consideration, the 2017 CCT
percentage cap is set at 45%.

2018 CCT Percentage Cap

Our Company has made further review on the
service revenue from third party customers in
2018. Based on the current four third parties
service agreements already signed, the Customers
have provided the sales quantity estimation of
relevant products to our Company. Our Company
has also made relevant studies on the market and
relevant  product, also  considering the
development of the market, and made relevant
calculations.

Therefore, the latest third party service revenue in
2018 will be around RMB 243 million. The 2018
CCT monetary cap is around RMB129,779,458,
which accounts for 38.5% of the total revenue in
2016. Out of cautious consideration, the 2018 CCT
percentage cap is set at 39%.

(1) the projected number of specific products to be
launched by the Connected Customer Subsidiaries
for each of the financial year commencing the
Effective Date;

(2) the market price of the products for which the
Connected Customer Subsidiaries has acquired
through tender; and

(3) The margin charged by the Group for similar
services to an independent third party.
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LETTER FROM THE BOARD
EHGEH

The proposed annual cap for 2017 and 2018 shall
not exceed 45% and 39% for each of these [two]
years' revenue of the Group respectively. The
Company would like be reiterate that aforesaid
caps are solely projection for the purpose of
compliance with the relevant Listing Rules in
respect of the CCT but not forecasts or
commitment of whatever nature by the Company.

China Health Group has reached Service Agreement
with Venturepharma Group (China) Corp.

[The pharmaceutical marketing of China is
undergoing a rapid change to utilize the manner of
medical science/ medical marketing and
intelligence internet promotion in lieu of traditional
relationship marketing.]

The Company has entered the strong professional
relationship in scientific clinical research areas with
lots of big hospitals, clinical centers and senior
medical experts, and built advanced therapeutic
technology in various theraputic areas including
nervus centralis and allergic response, etc.
Venturepharma Group (China) Corp. is a leading
innovation-driven big Pharmaceutival group in
China, owning the patents of various new
medicines in the market.

Supplemental Agreement

Venturepharm Group (China) Corp., being the
connected person of China Health Group,
considering the relavent listing requirement on
China Health Group, had reached the
understanding and signed a complementary
agreement with the Company.

1. CCT must in compliance with the relevant
regulation of the Stock Exchange. In order to
prevent the reliance, both parties had agreed to set
the CCT annual percentage cap; the year of 2017
not exceeding 45% of the total revenue of the
Company, the year of 2018 not exceeding 39% of
the Company.

2. In view of the fluctuations that may occur in the
service transactions between CHG and the
independent third parties customers, both parties
had agreed to make bilateral transaction
adjustment on monthly basis.

Under such situation, the transaction scale and amount
between CHG and Venturepharma is controllable.
CHG would make great efforts to expand and carry
out service transactions for independent third
parties per signed agreements, while the
transaction size with Connected Customer would
take the realized service revenue from third parties
customers as benchmark and make adjustment
accordingly. Control goal is very clear.
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LETTER FROM THE BOARD
EHEEHF

The services provided by CHG is primarily controllable
function services based on hospital units. They are
targeﬁn? various different products, des(iigni different
sizes of monthly small projects, and to be carried
out in large number of hospitals in full or in part.
Both parties, based on the benchmark of the actual
service result of CHG with the third party customer,
through the adjustment of a) the number of
service product b.) the number of hospitals c.) the
activities quantities in hospitals, adjust and reduce
the senvices sze adjustment
and independent auditor” s supervision, ensuring
and continuously reducing the transaction with the
Connected Customer. The control measure is feasible.

CHG wiill set up relevant control measures in the daily
operation (please refer to the details in Q283 control
measure), through monthly effective management
adjustment, monitored by finance dept, operation
dept., and management, verified by independent
auditors, signed and approved by independent
directors.

Through above control procedures and measures,
with the participation and supervision of independent
auditors and independent directors, through the
mutual understanding reached between the
Company and the Connected Customer, pursuant
to the service characteristic of services fragmentization,
projects composition and dividable size, the Company
is able to control and abide by the amount and
percentage annual cap in the operation.

Pricing Standard for the Individual Transactions

Under the Service Agreement, the price of the
services shall be determined according to the
following factors:

(1) the most recent charges charged by the Group for
the same business to an independent third party.

The service fee is charged by CHG to the
Connected Customer on a certain percentage rate
of the hospital sales price of the service products.
Hence, in order to control the total revenue scale,
the adjustment would be primarily by controlling
the service product numbers. When service revenue
would exceed the expected level, CHG would
reduce the service product numbers, so as to
restraining the total service revenue of CCT and the
CCT percentage ratio.

The services for each service product would been
arranged and planned by hospital numbers; for
each hospital, the services could be further divided
to activities. We provide the services to Connected
Customer based on products, hospitals and activities.
The comprehensive average service charge is 42.7%
on the hospital sales price; however, to each individual
product, the rate could be slightly different. Thatis
also why we charge a little different to each service
product to the third party customers.
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LETTER FROM THE BOARD
EHERN

It is primarily controlling the service revenue by adjusting
the service product numbers; simultaneously
adjusting the hospital numbers to carry out the
service and hospital activities.

At the beginning of each service period, the
operation dept. will confirm with the Connected
Customer to design, plan and carry out a series of
activities and small projects, including meetings &
seminars, patient and doctor contact, history
information collection, research and analysis, etc.
Each small activity could normally been completed
within the same month.

CHG would provide the service to the Connected
Customer and settle with the Connected Customer
at the month end. If the service is stopped in the
current month, no service fee would be charged
from the Connected Customer. Services provision
brings about the service income for the period. No
service, no revenue. When the service product
numbers, hospital numbers, and the hospital
activity numbers are stopped or reduced, the
service fee on the relevant product will also be
stopped or reduced proportionately.

After CHG reduces such services for obeying the
annual percentage cap, as the services to the third
parties would continue, the annual percentage cap
would reduce after subsequent one or a few
months. In the meantime, the Company would still
review and prepare the monthly statistical report
for the current month and rolling forecast for the
next three months on monthly basis. When it is
certain that the carrying out of CCT in next month
or next period would not exceed the CCT
percentage cap, the same report would be verified
and signed by the independent auditor, and then
the management would submit the reports to
independent director for approval. With the NED
approval, the operation dept. would contact the
Connected Customer and provide written notice in
advance, and resume the service since the next
month after receiving confirmation from the
Connected Customer.

MEASURE OF INTERNAL CONTROL

The Company proposes the Annual Cap
(percentage) to total annual revenue for each year
of two years ended with 31 December 2018 as
follows:

The Group will take a series of internal control
standards in the daily operation, to monitor and
ensure that Service Agreement revenue would not
exceed the Annual Cap (percentage). Annual Cap
(percentage) would be 45% for the year of 2017;
Annual Cap (percentage) would be 39% for the
year of 2018.
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LETTER FROM THE BOARD
EHEEERN

(1) The finance department and the operation
department of the Company and the management
team of the Service Provider will monthly review
the settlement amount of the Service Agreement,
and are responsible for counting, supervising and
managing implementation of CCT cap percentage
for transactions;

(2) The service provision under the Service Agreement
will be conducted under the framework of the
annual cap (percentage) for such transactions.
When the Service Provider stipulates the service
plan in accordance with the Service Agreement,
the scale and details must be determined in
accordance with the annual cap (percentage) as
above proposed; and

(3) The finance department of the Company will
conducts random supervision and evaluation on
whether service provision of the transactions under
the Service Agreement comply with annual cap
(percentage) requirements of the Service Provider.
Particulary, at the year end, the finance
department will expect, calculate, testify and
confirm that the transactions under the Service
Agreement will not exceed the proposed annual
cap (percentage), and supervised and confirmed
by independent non-executive directors.

The Annual Cap (percentage) will be adopted in
addition to the Annual Cap (monetary amount),
and the Company will observe both caps for the
CCT to be followed.

The Company will monitor the abidiance and
implementation of the proposed Annual Cap
(percentage) on an annual basis.

In summary, considering that the Service
Agreement and the agreement of the Company
with the third parties are of expected value up to
date, the Company decides to take the following
manners to ensure the avoidance of over reliance
possibilities:

i) The Company expects that the PMS business
would be carried out in large scale since [1st
quarter of 2017]. Both the business to
independent third parties and to the Connected
Customer will witness significant growth at the
same time, and hence, would not form the reliance
on Connected Customer.

i) In case the service to independent third parties
could not reach the expected amount, the
Company will reduce the service scale of the
Service Agreement accordingly. In any case, the
Company will ensure that the Annual Cap
(percentage) of Service Agreement will not be
exceeded.
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LETTER FROM THE BOARD
EHFRN

The Company will adopt the above measures, to
ensure the Service Agreement to be carried out
within reasonable range, so as to control and
remove the possibility of over reliance to the
Connected Customer.

We believe that the carrying out of the continuing
connected transaction will be in the best interest of
the Company and in line with the best interest of
the minority shareholders.

To ensure conformity with the pricing policies of
the Service Agreement from time to time, the
Group intends to adopt a series of internal control
policies on its daily operation. Such internal control
policies will be conducted and supervised by the
finance department and the operation department
and independent non-executive Directors:

(1) the finance department and the operation
department of the Company and the management
team of the Service Provider have reviewed the
reasonableness and fairness of the terms of the
Service Agreement (the pricing term in particular),
and are responsible for counting, supervising and
managing implementation of cap amount for
transactions;

(2) Management policies for transactions under
the Service Agreement will be conducted under
the principle for determining the prices for such
transactions. When the Service Provider enters into
contracts in accordance with the Service
Agreement, the price must be determined in
accordance with the pricing standards as agreed in
the Service Agreement; and

(3) the finance department of the Company
conducts random supervision and evaluation on
whether procedure conducts to the transactions of
under the Service Agreement comply with internal
control requirements of the Service Provider.

Out of the regulation requirement of medicine
distribution, the medicine distribution (storage,
sales and transportation) is in full stage under
monitory and traceable. Our operation
department would obtain the medicine
distribution flowchart from each pharmaceutical
dealer and organisation (i.e. the goods delivery and
receipt data, in very detail to the product and sales
terminals). Usually, it was able to collect the
complete distribution flow of last month by mid of
next month. In normal situation, our finance
department would prepare the Monthly
Settlement Report based on this statistics and
relevant agreements. In most cases, the Company
would settle the Service Charge with the customer
on the monthly basis. Our finance department
would verify with the customer and collect service
charge from the customer accordingly.
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LETTER FROM THE BOARD
EEERN

The operation department of our Company would
also keep sufficient contact and communication with
the Connected Customer, based on the statistics sales
data result, considering the estimation of the sales
tendency, and cooperate to produce the rolling forecast
on the product sales result of next three months

ic report). On this basis, our operation department
would discuss with the Connected Customer and
determine the carrying out plan of the Service projects.
The Connected Customer could use this forecast to
arrange relevant manufacturing plan; our finance
department could use this to complete the rolling
forecast of the future service fee income.

On such basis, the finance department of the Company
will prepare the CCT annual percentage cap of this
month and the forecast of the next three months.
(This CCT percentage current month actual result
and next three months forecast, would be verified
by the independent auditor at each month. With
their verifying signature, the report would be submitted
to the independent director for approval.

When monthly report observes that the actual or
forecasted CCT percentage may be close to or exceed
the set percentage annual cap, the finance department
would immediately report to the management.
The management of the Company together with
the operation department would start to prepare
the CCT service adjustment report, to adjust and
reduce the service products number, hospital number,
and activities to be carried out in these hospitals, and
submit to the independent director for approval.
With the approval, the operation department will
start to prepare the adjustment of the service, and
contact with the connected person at the same time.
The Company will notify the connected person in written
notice in advance per complementary agreement
reached by both parties, and would normally start
to cut the service from next month after notification.

The control measures that the Company has taken
to ensure the compliance to the monetary cap and
percentage cap include:

1) Actively accelerate the business negotiations with
new third party customers. Recently new third party
austomers that our Company are in contactand negotiation
include: Jiangsu Suzhong, Bishengyuan, etc.

2) Actively and frankly communicate with the
Connected Customer, to receive the understanding
and support from the Connected Customer, in case
that the monetary cap or the percentage cap is
possibly being exceeded, the Company will give up
certain part of service projects. The Connected
Customer will arrange other third party service
supplier to provide the service, and will not pursue
the possible responsibility of the Company.
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LETTER FROM THE BOARD
EHEEN

The Company has also set the control mechanism
to ensure the compliance with the monetary cap
and percentage cap, which majorly include:

1) The business department and financial
department of the Company will make statistics of
the operation and achieved hospital sales quantity
on monthly basis, and produce the settlement
report for third party customer service revenue and
the Connected Customer service revenue, and
prepare the dynamic report on the CCT monetary
cap and percentage cap;

2) The business department of our Company will
keep active and effective communication with the
Connected Customer and third party Customer,
and provide on monthly basis with the next three
month rolling forecast on the operation estimation
and hospital sales quantity of the service projects.
On such basis, financial department will complete
the rolling forecasts on the third party customer
service revenue and the Connected Customer
service revenue for the next three months.

3) In case that it is observed that the CCT monetary
cap or percentage cap is likely to be exceeded,
financial department will report to the chief
operation officer and management team in time,
and provide the feasible plan to reduce the CCT
Service together with the business department.
After the approval of chief operation officer and
management team, the Company will notify the
Connected Customer in written notice to give up
relevant service projects, and the Connected
Customer will arrange third party service supplier
to carry out them.

The Directors are of the view that the above
internal control measures can ensure that the
transaction under the Service Agreement will be
conducted on normal commercial terms and not
prejudicial to the interests of the Company and the
Shareholders.

REASONS FOR AND BENEFITS OF THE
CONTINUING CONNECTED TRANSACTION
UNDER THE SERVICE AGREEMENT

The Group possesses relevant capability to provide
the Services. The Services provided by Service
Provider is necessary to Connected Customer
Subsidiaries and the cooperation between the
Group and Connected Customer Subsidiaries will
be favourable for the Group to further expand its
recognition in the field and enhance its operation
in terms of technical knowhow and will provide
stability in terms of revenue to the Group.
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LETTER FROM THE BOARD
EHEGRN

The terms of the Service Agreement were
determined after arm’ s length negotiations
between the Company and the Connected
Customer. The Directors (including the
independent non-executive Directors) consider
that the terms of the Service Agreement are on
normal commercial terms and in the ordinary and
usual course of business of the Group, fair and
reasonable and in the interests of the Company
and the Shareholders as a whole.

Further, as Mr. William Xia Guo is deemed to have a
material interest in the Service Agreement, he did
not participate in the Board’ s deliberations on the
same (including the fairness and reasonableness of
the Service Agreement) and had abstained from
voting on the resolution approving the Service
Agreement.

INFORMATION OF CONNECTED CUSTOMER,
CONNECTED CUSTOMER SHAREHOLDER AND
THE GROUP

The Connected Customer Subsidiaries is principally
engaged in the production and sales of
pharmaceutical products. The aforesaid products
are sold only in the PRC and are either under
prescription or over the counter.

As at the date of this circular, Connected Customer
Shareholder is an executive Director and chairman
of the Company, and is also a Substantial
Shareholder, holding approximately 68% interest
of the entire issued share capital of the Group
directly and indirectly. The Group is principally
engaged in the provision of fully integrated
medical services including clinical research
services, post launch market research, medical
sciences service, medical market service, and
academic promotion services, hospital
management services.

The Company will provide co-marketing services
for Venturepharma Group (China) Corp, in
responsible for providing various services for the
new products already launched in the market,
including medical marketing, medical sciences,
doctor/patient educations, etc. Such services are
composed of large numbers of small activities,
which are targeting various different product,
designing different size of small projects to be
completed normally within a month, and to be
carried out in various number of hospitals in full or
in part.

16

M 2 T A2
ﬁ:{u‘:o %i(@ ﬁ',‘
Wi TR R
— R mEPE] AL,

&k
JRER (8 2 R 4 o

T R 2 ) S A o Y 2 EE LS
o ,é%%ﬁfﬂ%ﬁ‘-lllﬁﬂk%%%, £ )7 HE i

o~

BRES

I AREIPL>

o \J; ] =l Tl |
oA T St
pu =,

ST
Pt

-
el



LETTER FROM THE BOARD
GRS

IMPLICATION OF THE SERVICE AGREEMENT
UNDER THE GEM LISTING RULES

As at the date of this circular, the Connected
Customer Shareholder is a [significant shareholder]
of the Connected Customer and the Connected
Customer  Shareholder  beneficially ~ owns
approximately 68% interest in the entire issued
share capital of the Company and is a Substantial
Shareholder of the Company.  Accordingly,
Connected Customer is a connected person of the
Company and the transaction contemplated under
the Service Agreement constitutes a continuing
connected transaction of the Company under the
GEM Listing Rules.

As the highest applicable percentage ratio for the
Service Agreement is more than 25%, the provision
of services under the Service Agreement is subject
to the reporting, announcement, annual review
and Independent Shareholders’ approval
requirement pursuant to Chapter 20 of the GEM
Listing Rules. The Company will seek the
Independent Shareholders’ approval for the
Service Agreement, the Continuing Connected
Transaction, and the related proposed annual caps
for the period from the Effective Date to 31
December 2018 at the EGM.

The Connected Customer Shareholder and his
associates are required to abstain from voting in
respect of the resolution(s) approving the Service
Agreement and the transactions contemplated
thereunder at the EGM. Save for the aforesaid and
to the best knowledge, information and belief of
the Company, as at the Latest Practicable Date, no
other Shareholder has a material interest in the
Service Agreement and therefore no other
Shareholder is required to abstain from voting on
the proposed resolution(s) approving the Service
Agreement and the transactions contemplated
thereunder at the EGM.

EGM

A notice of convening the EGM to be held at
Building Al Hai Tong Shi Dai Business Center, No
11 of West Third Ring North Road, Hai Dian
District, Beijing, China, at 10:00 am. on 15, Aug,
2017 is set out on pages 38 to 40 of this circular.
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LETTER FROM THE BOARD
EHEGEMS

A form of proxy for use at the EGM is also enclosed
with this circular. Whether or not you intend to
attend the EGM in person, you are requested to
complete the accompanying form of proxy in
accordance with the instructions printed thereon
and return the same to the share registrar of China
Health Group Inc,, Tricor Standard Limited, at Level
22, Hopewell Centre, 183 Queen’ s Road East,
Hong Kong, as soon as possible but in any event
not less than 48 hours before the time appointed
for holding of the EGM or any adjournment
thereof. Completion and return of the form of
proxy shall not preclude you from attending and
voting in person if you so wish.

RECOMMENDATIONS

Your attention is drawn to (i) the letter from the
Independent Board Committee set out on page 19
to 20 of this circular; and (ii) the letter from the
Independent Financial Adviser to the Independent
Board Committee and Independent Shareholders
in connection with the Service Agreement and the
principal factors and reasons considered by them
in arriving such advice set out on pages 21 to 32 of
this circular

The Board (including the independent
non-executive Directors whose views have been
set out in this circular after being advised by the
Independent Financial Adviser) is of the view that
the Service Agreement are on normal commercial
terms and are fair and reasonable and in the
interests of the Company and the Shareholders as
a whole. Accordingly, the Board recommends the
Independent Shareholders to vote in favour of the
resolutions to be proposed at the EGM to approve
the Service Agreement and the transactions
contemplated thereunder.

FURTHER INFORMATION

Your attention is drawn to the additional
information set out in the appendix to this circular.

Yours faithfully,
For and on behalf of the Board
China Health Group Inc.
William Xia GUO

Chairman

Hong Kong, 31 July, 2017
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LETTER FROM THE INDEPENDENT BOARD COMMITTEE
By #EEZRERN

The following is the text of the letter of recommendations,
prepared for the purpose of incorporation in the
circular, from the Independent Board Committee
to the Independent Shareholders regarding the
terms of the Service Agreement and the
transactions contemplated thereunder.
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CHINA HEALTH GROUP INC.

(Carrying on business in Hong Kong as vEoREEN" )
(M [ EeBEER | ZRBEEBEEER)

(Formerly known as_ “Venturepharm Laboratories Limited” )
(57 [BLFIREFFRALAT )
(Incorporated in the Cayman [slands with limited liability)
(ﬂﬁ?.@#‘é}‘fﬁ?ﬁiz &R 4 A)

(Stock Code: 8225)
(R 1R3%: 8225)

31 July, 2017

Dear Sir or Madam,

We refer to the circular of the Company to the
Shareholders dated 31 July, 2017 (the “Circular” ),
in which this letter forms part. Unless the context
requires otherwise, capitalised terms used in this
letter will have the same meanings as defined in the
Circular unless the context otherwise requires.

We have been appointed by the Board as the
Independent Board Committee to advise the
Independent Shareholders on whether the terms of
the Service Agreement and the transactions
contemplated thereunder are fair and reasonable
<o far as the Independent Shareholders are
concerned and in the interests of the Group and
the Shareholders as a whole.
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LETTER FROM THE INDEPENDENT BOARD COMMITTEE

B EEZRERNS
We wish to draw your attention to the letter of 55 i [l FEEiiRA#E S0 EnEZ T
advice from the Independent Financial Adviser as 11 %5 [ [7] 5= i 6 IR A AEER B4R I18HZ
set out on pages 21 to 32 of the Circular and the i 4i&xpi{F.
letter from the Board as set out on pages 4 to 18 of
the Circular.
Having considered the terms of the Service g e IR F T 2 2. AR T Z AR A 28 AL
Agreement, the situation of the Company, the AR R 22 2 R R P LA R H R R B
factors and reasons considered by the Independent it~ S, AL o o P R 2 IR
Financial Adviser and its opinion as stated in its HIF T2 85 ik —RmEmaal i, B
letter of advice, we consider that the terms of the /P& P A B e T BRI 25 o
Service Agreement and the transactions
contemplated thereunder are being carried out on
normal commercial terms, the terms of which are
fair and reasonable so far as the Independent
Shareholders are concerned and the transactions
are in the interests of the Group and the
Shareholders as a whole.
Accordingly, we recommend the Independent  [A[Ji, B T R AR A R A S
Shareholders to vote in favour of the ordinary o€ FiR RIS, L3 o R o e B
resolutions proposed to approve the Service JH FEREITZR S
Agreement and the transactions contemplated
thereunder. )
1A'
Flf T R &
Yours faithfully, %
For and on behalf of W EEERE
The Independent Board Committee of v [ R A
China Health Group Inc.
Mr. Shou Yuan Wu Dr. Bin Hui Ni Mr. Mark Gavin Lotter
Independent Independent Independent

non-executive Director

RETHL
M AT S

non-executive Director

AL
BSr AERAT S

non-executive Director

Mark Gavin Lotter564E
AT



LETTER FROM THE INDEPENDENT FINANCIAL ADVISER
B B R R

The following is the full text of a letter of advice from
TC Capital Intemnational Limited, the independent
financial adviser to the Independent Shareholders,
which has been prepared for the purpose of
incorporation in this circular; setting out its advice to
the Independent Shareholders in respect of the terms
of the Service Agreement and the transactions
contemplated thereunder and the Annual Cap.

° TC CAPITAL

Dear Sirs,

CONTINUING CONNECTED TRANSACTION

INTRODUCTION

We refer to our appointment as the independent
financial adviser to advise the Independent Board
Committee and the Independent Shareholders in
respect of the Services and the Annual Cap, details
of which are set out in the letter from the Board (the
“Letter from the Board” ) in the circular of China
Health GroupInc. (the  “ " )tothe Shareholders
dated on 31 July, 2017 (the “Circular” ), of which
this letter forms part. Capitalised terms used in this
letter have the same meanings as those defined in the
Circular unless the context otherwise requires.

As stated in the Letter from the Board, as at the Latest
Practicable Date, the Connected Customer Shareholder
was a significant shareholder of the Connected Customer
and the Connected Customer Shareholder beneficially
owned approximately 68% interest of the entire
issued share capital of the and is a substantial
shareholder. Accordingly, the Connected Customer
is a connected person of the Company and the
transaction contemplated under the Service Agreement
constitutes a continuing connected transaction of
the Company under the GEM Listing Rules.

As the highest applicable percentage ratio for the
Service Agreement is more than 25%, the provision
of services under the Service Agreement is subject
to the reporting, announcement, annual review and
Independent Shareholders’ approval requirement
pursuant to Chapter 20 of the GEM Listing Rules.
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LETTER FROM THE INDEPENDENT FINANCIAL ADVISER

J88 31 s B A
We have been appointed by the Company toadvise (i) &5 UM T () B MR sk R B B L
the Board Committee and the Independent RS e Ayl
Shareholders as to whether or not the terms of the  fi SEF it F HPEA T » S <7 T = A T e
Service Agreement and the Annual Cap are on T A B AN R R A A T
normal commercial terms, in the ordinary and 86 RE R R E R, K G A ~r R R M
usual course of business of the Company, fair and LiEg ﬁiﬂﬁ-}%&ﬁjﬁ_}:ﬁﬁ?&ﬁ:@ﬁ H, RNREE
reasonable  insofar as the Independent  EXmI{TH M, A g\ ] s AT AT T E
Shareholders are concerned and in the interests of BT RAGREF %, AT EEAE S g O T A%
the Company and the Shareholders as a whole;and BB 2 7 AR -
(ii) whether the Independent Shareholders should
vote in favour of the Services and the Annual Cap.
As at the Latest Practicable Date, we did not have
any relationships or interests with the Company or
any other parties that could reasonably be
regarded as relevant to the independence of us.
BASIS OF OPINION HE R
In putting forth our recommendation, we have € e g | E R, BF R (A aE)
considered, amongst other things, (i) the Service  : (i) B i e H HH A o i - W
Agreement and the Supplemental Agreement dated2l [FMHiZcHE ( THITEER ) 5 G BT
November 2016 (the Agreement” ), (ii) §;$~ﬁ$+gﬁﬁf~.¢ﬁﬁﬁﬁﬁ(f
the annual report of the Company for the year —mFaEER ) NHE_F —RET"A=
ended 31 December 2015 (the 2015 Annual  +— HIFEFRFER ( [—R—ANEER) )
Report’ ) and for the year ended 31 December % (iii)3 R il ) EL AL kL. T 2F I CAEE A
2016 (the “2016 Annual Report’ ); and (iii) other w1 % 45 T LA R A TAHEmEE. &
information as set out in the Circular. We have also R 3.
relied on all relevant information, opinions and facts
supplied and representations made to us by the
Directors and the management of the Company.
We have assumed that all such information, opinions, 5L i m i R & 1) Bt
facts and representations, which have been provided A EEE. HhL HE R (HEHKAES
to us by the Directors or the management of the ) AR T TH AR R . BA Al E
Company, for which they are fully responsible, are A Z’i%ﬁ@i{ﬁﬁ{%{}tz%ﬁ o 7 dESE R RO E T, 1T
true, accurate and complete in all respects. The B ip 4Rl iy RE R 2 Bl R IW(EITE KR
Company has also confirmed to us that no material facts A R A o
have been omitted from the information supplied
and we have no reason to suspect that any material
information has been withheld by the Company or
is misleading.
We consider that we have sufficient information to S P X AR L WL g A & R AE TR
reach an informed view and to provide a reasonable | ﬁ%%&%ﬁ%ﬁf’%ﬁ&{#%ﬂ%ﬁﬁ R, B
basis for our recommendation. We have not, however, I M £/ ) i T e e fR it 2 R 1T
camed anarwir\deperdemvaiﬁcaﬁonofmeinformation . I EEEAT. HEM B e T R
provided by the Directors and the management of 7/ j\&ﬁ% AR AT XK. 3. 5, BRI
the Company, nor have we conducted any independent AR AT R T R 5L T .
investigation into the business, affairs, operations,
financial position or future prospects of each of the
Company, the Group, the Connected Customer and
the Connected Customer Subsidiaries.
PRINCIPAL FACTORS AND REASONS TEZREENEE

In formulating our opinion in respect of the
Services and the Annual Cap, we have taken into

account the following principal factors and reasons:
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LETTER FROM THE INDEPENDENT FINANCIAL ADVISER
BB L A R R A

1. Background information of the parties to the
Service Agreement

As stated in the Letter from the Board, the Group is
principally engaged in the provision of fully integrated
medical services including clinical research services,
post launch market research, medical sciences service,
medical market service and academic promotion
services, hospital management services.

As stated in the Letter from the Board, the Connected
Customer Subsidiaries is principally engaged in the
production and sales of pharmaceutical products.
The products are sold only in the PRC and are
either under prescription or over the counter.

As stated in the Service Agreement, the Services include
the post launch market research service, the medical
sciences service and the medical market service (i.e.
PMS). The management of the Company advised
that, according to Zfa E{EERARS =N
) (Guiding principles on post launch market
research on pharmaceutical products (draft)*)
issued by EIRARERSEEERERERHERO
(Center for Drug Reevaluation) in 2009, it is proposed
that all drugs should conduct post launch market
research after launch. Moreover, the management of
the Company advised that the Connected Customer
intends to improve market accessibility, brand loyalty
and corporate credibility through the medical
sciences service and the medical market service.

2.The Services

Background of the Service Agreement and the
Supplemental Agreement

On 28 July 2016, the Company and the Connected
Customer entered into the Service Agreement, pursuant
to which the Company agreed to provide Services
through the Service Provider to the Connected Customer
Subsidiaries. On 21 November 2016, the Company and
the Connected Customer entered into the Supplemental
Agreement, pursuant to which both parties had
agreed to (i) set the percentage of the services fee
under the Service Agreement to the total revenue
of the Company (the "CCT Annual Cap" )
at not exceeding 45% for 2017 and not exceeding 39%
for 2018 to prevent the reliance on the Connected
Customer Subsidiaries; and (i) make bilateral
transaction adjustment on monthly basis to avoid the
fluctuations that may occur in the service transactions
between the Connected Customer Subsidiaries and the
independent third parties customers.

Principal terms of the Service Agreement and the
Supplemental Agreement

The principal terms of the Service Agreement and the
Supplemental Agreement have been set out in the
Letter from the Board and are summarized below.
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LETTER FROM THE INDEPENDENT FINANCIAL ADVISER

T 7 A R B
Date 28 July 2016 H —E—NELHZ+/A\H
Parties (i) the Company; and HEVi () Baal; B
(i) Venturepharma Group (China)
Corp. (BLEEERA (FE ) AR (i) A4 REERR (FE) AR
a)). A
Subject matter ~ The Company agreed to provide @5 0 ) [F] RO B 3 LR 5 7 1
the Services through the Service I3 7 I > E SRR
Provider to the Connected
Customer Subsidiaries.
Term From the Effective Date up to i EAMHBEREE —F—/\FA+
and inclusive on 31 December —RA=+—H%&it,
2018.
Pricing standard: EEEE .
Under the Service Agreement, the price of the — FRHRIRF sk, RH: IR JHIKER EL AR o] 55 3 ]
Services shall be determined according to the most 7 855 — 7 HR A B A O 2 R A
recent charges charged by the Group for the same
business to independent third parties.
It has been agreed between the Company and the 3/ 7] 5/ 7[R, SRALAS B E T R 2w
Connected Customer that the applicable price for  HRF# 2 jifi Ji] E’fﬁ,\ﬁﬁélﬂﬂﬂ:ﬂﬁ%#ﬁf@%‘ii% =%
the provision of the Services to the Connected [l i 7 [ 51~ B AR R AR 7 5 =
Customer Subsidiaries shall be in line with but not [ it 7 9 -
less than the price for the provision of the same
services to independent third party customers of
the Group from time to time.
To prevent the reliance on the Connected Customer a0 R B T B R A ) B ) B 5 [
Subsidiaries, the Company and the Connected & 54 H 5 by “F L H S5 E R R A A R
Customer had agreed to set the CCT Annual Percentage  45% (&%) 139% ( —E-\E) o B
Cap at not exceeding 45% for 2017 and not exceeding 774 [#35 /5 i i 2+ 7] B B HEPNRE L S
39% for 2018. In view of the fluctuations that may 1| AEA B B, /3 mlBaf s ik PR
occur in the service transactions between Connected {1 H #1558 Fy i #4
Customer Subsidiaries and the independent third
parties customers, the Company and the Connected
Customer had further agreed to make bilateral
transaction adjustment on monthly basis.
The management of the Company advised that the {12 7] TG AR, B TR R W PR
Company will follow the above pricing standard for [ #E{E Eid @28, Bl ﬁi FR% ) (B AR ZR K
the Service stated in the Services Agreement, i.e. (i) {1t 472 W 5 7 17 780 o7 565 — )7 B 1A Il 5 P B
the price of the Services shall be determined  H9#EHifiEE; M (ii FRAEAS i 7 B IR 2 = RO R
according to the most recent charges charged by 2 1 fil {Eifs 52 A~ e (A4 7 5 = T A
the Group for the same business to independent [ il #% ff i (i — Sl AT F2 BEA A k!
third parties; and (i) the applicable price for the [FEIRHEHEME-

provision of the Services to the Connected
Customer Subsidiaries shall be in line with but not
less than the price for the provision of the same
services to independent third party customers of
the Group from time to time.
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LETTER FROM THE INDEPENDENT FINANCIAL ADVISER
T80 7 S T R A R A

As advised by the management of the Company,
for the period from 1 January 2015 to the Latest
Practicable Date, the Company entered four contracts
(the “Four Contracts” ) with four third parties for
the provision of the Services with the same costing
method as the Service Agreement, i.e. the Company is
responsible for all the costs in providing the Services.
We have obtained and reviewed the Four Contracts
and noted that (i) the fee of the Four Contracts is at
a fixed amount per product which is determined
based on a certain percentage of the hospital sales
price (bidding price) of the respective product (the

"Four Contracts Margin” ); and (ii) the pricing of
the Services, which is also based on a certain
pgrcenta%e of the hospital sales price (bidding
price) of the respective product (the "Margin” ), is
not lower than the Four Contracts Margin.

Internal control policies on the pricing standard under
the Service Agreement

As stated in the Letter from the Board, management
policies for transactions under the Service Agreement
will be conducted under the principle for determining
the prices for such transactions. When the Service
Provider enters into contracts in accordance with
the Service Agreement, the price must be determined
in accordance with the pricing standards as agreed
in the Service Agreement.

We have obtained the connected transaction guidelines
of the Company which stipulate the procedures to
be complied with then conducting connected
transactions (the “Guidelines” ) and reviewed the
pricing standard under the Service Agreement. We
noted that before entering into a transaction with
connected par‘(}/, the operation department will
cooperate with finance department to (i) check the
terms and prices of similar transaction entered by
the Company with independent third parties; and
(ii) if no similar transaction has been entered with
independent third party, research on the market for
the term and prices of similar transaction. The
operation department will summarise the results
and report the results to the finance department
for review and the management of the Company
for final approval. When the price of transactions
with connected parties is lower than the price of
similar transactions with independent third parties,
the Company will suspend the transaction with
connected parties and the operation department
will negotiate new terms with connected parties to
ensure the price of transactions with connected
parties will be no more favourable than the price of
similar transactions with independent third parties.
The finance department will conduct random
check on the execution of the agreements with
connected parties to ensure the agreements are
conducted in accordance with the requirements
stipulated in the Guidelines. Moreover, the auditors
of the Company and the independent
non-executive Directors should conduct an annual
review of the terms for the Services under the
Services Agreement.
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LETTER FROM THE INDEPENDENT FINANCIAL ADVISER
38 A BB R

Taking into account the internal control measures
on the pricing standard under the Service
Agreement as stated above, in particular, the
comparison of terms and prices before entering
into a transaction with connected parties and the
approval by the management, on-going
monitoring of the prices and terms by the
operation department and finance department
and annual review of the terms for the Services
under the Services Agreement by the auditors of
the Company and the independent non-executive
Directors, we concur with the Directors’ view that
the internal control policies on the pricing standard
under the Services Agreement are sufficient in
place to ensure the pricing standard under the
Service Agreement will be conducted on normal
commercial terms, fair and reasonable and in the
interest of the Company and the Shareholders as a
whole.

Given that (i) the management of the Company
advised that the Company will follow the pricing
standard for the Service stated in the Services
Agreement; (ii) the pricing of the Services is not
more favourable than the pricing with third parties
as indicated by the Margin not lower than the Four
Contracts Margin; and {iii) internal control policies
will ensure the pricing of the Services is not more
favourable than the pricing with third parties, we
are of the view that the above pricing standard are
fair and reasonable so far as the Independent
Shareholders are concerned as the service fee
received from the Connected Customer
Subsidiaries shall not be lower than the fee
received from any independent third party for
same type of the Service at the time.

3. Reasons for and benefits of the continuing
connected transaction under the Service
Agreement

As stated in the Letter from the Board, the Group
possesses relevant capability to provide the
Services. The Services provided by the Service
Provider is necessary to the Connected Customer
Subsidiaries and the cooperation between the
Group and the Connected Customer Subsidiaries
will be favourable for the Group to further expand
its recognition in the field and enhance its
operation in terms of technical knowhow and will
provide stability in terms of revenue to the Group.
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LETTER FROM THE INDEPENDENT FINANCIAL ADVISER

B ST B R R R R
Below is certain financial information of the Group LA F &84 M 14 TA#&EE, figge &
as extracted from the 2015 Annual Report and the  F4FH F —F— 7 FEFEH
2016 Annual Report:
For the year ended For the year ended For the year ended
ME_Z—-AF+-H #HEZFT-AF+-H #BEFNF+_H
31 December 2016 31 December 2015 31 December 2014
~+—HIEEH =+—H IR =t—HibEF
RMB’ 000(audited) RMB’ 000(audited) RMB’ 000(audited)
ARFETIC (8BHFH) AT (8BFE) AR®T T (8#EL)
Revenue A
-Contracted clinical - BRI ARG T IR %

research services 12,279 12,275 5579

-Post marketing research - BT R AR B o N

and gcadcmic promotion S0 AR 5473 5420

SErvices

-Other medical services - HA B _— o -

20,241 20,497 5,956

Cost of services IRE A (3.357) (4.980) (1.415)

Other income A - — 1517
Aﬁ]?i:g&rilci’:scxpcnscs frdee A s BT R A (14219 (8055) (12:737)
Impairment losses {EPE Sh IR i

on work-in progress (3.166) (1,640}
Profit/(loss) from operations MEEHAN - (ER) — - (8.319)
As shown in the above table, revenue of the Group ﬁnii}%ﬁﬁ-ﬁ, BEMEAREE - F—E| =
increased from approximately RMBS5,956,000 for ] = [ 11 4F & {147 A [2%55,956,000 T84 i %
the year ended 31 December 2014 to approximately Eﬂz E-F-AFT A=t HIEFENOAR
RMB20,497,000 for the year ended 31 December ’;,"%520 49 7, (}007{: REE—E—NRET+-A=1
2015 and maintained at approximately RMB20,241,000 R AR R ) A R#20,241,0007C. SEH
for the year ended 31 December 2016. The EiiiH %\‘“IT E+ H = —H LRI
increase in revenue of the Group for the year 232t B G & EI%T&H&%‘J:W%M}}JXE}}
ended 31 December 2015 was mainly due to the 57 M 203 B IR .
Group expanded its services into post marketing
research and academic promotion services.
The Group recorded a profit from operations of  #%E & ~FH 4|~ H ——HILHF, HEMY
approximately RMB172,000 for the year ended 31 540 A FHE172,0000C, MEZE —E—JUF
December 2015 as compared with a loss from | —H — [-—H [FE FH S E BHEA A B
operations of approximately RMB8,319,000 forthe  8319,0007C. % & —/AF+ _H=+—HI
year ended 31 December 2014. The Group further 4 | £ 4EEfE— A S35 TR 49 A FE#E2 885,000
recorded a profit from operations of approximately  jT. —&E—/NEFEENFELEHR - F—H4E
RMB2,885,000 for the year ended 31 December 4= A [EH43, 166,000 C HITEES Ml , JER %
2016. The increase in profit from operations in 1 {F B3 Y 5405 S5 1 205 4 fl A H Je R i st
2016 was mainly due to impairment losses on ARG HI4HE,  THZLE S IR & A EFHF
work-in-progress of approximately RMB3,166,000 % .

in 2015 as the total contract costs for certain new
drugs under development exceeded the total
contract values previously estimated did not incur
for the year ended 31 December 2016.
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LETTER FROM THE INDEPENDENT FINANCIAL ADVISER

VA e
As stated in the 2016 Annual Report, the Group has 7l % —/NEFEH Tk, BEMOAE T TH
managed to establish a new drug technology  JKREI#F%E. & #Ik WEFSTIR . SRR, i
development and value-added services business & ARG 7¢ A fhrHfE BER (_ETiERER—
model for whole value chains such as preclinical — 4) 254 E(8 Gl ) Fr S 51 BH B B (R 26 7%
studies, Contracted Clinical Research Service — fiixt. HEATIEMELH, A RIJIRERY
Regulatory Affair Services and post marketing %% P2 {IEfE 42 Y B, EEREEEED
research and academic promotion services, partsof Tl AT Sy R A HE R R, JEIR
services under PMS. As advised by the T iRFEthsk, SAEMIEHEIE ETERE
management of the Company, the Company aims  F 75 {% A R S 7 B A RIE B AR s i A K
to provide the full scope of services under PMS in B, A, BEFARESENER, ok
the long-term. We concur with the Directors’  view T5AE ﬁ{g}%]—ﬂﬁ'& Hig g ardsTy, e
the entering into the Service Agreement is in line N T B R A R R A
with its business strategy and by entering into the
Service Agreement, the Group can further develop
its technical knowhow in PMS and take advantages
of the steady revenue flow from the Connected
Customer Subsidiaries. Therefore we concur with the
Directors' view that the entering into of the Service
Agreement is in the ordinary and usual course of
the business of the Company and is in the interests
of the Company and the Shareholders as a whole.
4. Annual Cap and basis of determination of the 4. R FREEEEERE
Annual Cap
A summary of the Annual Cap are set out in the  FFEiRF|ER FRAMHE.
table below.
2017 2018
g AR L AN S
For the period from 1 August to 31 December For the year ending 31 December
AR --HE A=+ -1 #E = A=+—HEEE
(RMB) (RMB)

( AIR%IT) ( AR®T)

The Services 62,515,736 129,779,458

A B

As stated in the Letter from the Board, the
proposed Annual Cap is determined with reference
to (i) the projected number of the selected 25
service products to be launched by the Connected
Customer Subsidiaries for each of the financial year
commencing the Effective Date; (i) the hospital
sales price of these products; and (iii) the margin
charged by the Group for same services to
independent third parties.

The Annual Cap for 2017 and 2018 shall not exceed
45% and 39% for each of the two years' revenue
of the Group respectively.

In assessing the fairness and reasonableness of the
proposed Annual Cap, we have discussed with the
management of the Company about the
underlying calculation.
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The projected number of products under the
Service Agreement

The management of the Company advised that
both parties to the Service Agreement agree that
the Service Agreement will cover 25 types of
products (the “Products” ) of the Connected
Customer Subsidiaries. But the actual number of
the Products under the Services depends on the
market conditions and the resources of the Group
at the time of the Services to be provided. To allow
flexibility, the Annual Cap is determined based on
the total expected sales quantities of all 25 types of
the Products and represents the maximum
transaction amounts with the Connected Customer
Subsidiaries for the Services.

The management of the Company expects that the
sales quantities of the Connected Customer
Subsidiaries for each of the two years ending 31
December 2018 will remain the same as the sales
quantities for the year ended 31 December 2016
which is determined with reference to the sales
quantities of the Connected Customer Subsidiaries
for the three years ended 31 December 2016. As
stated in the Letter from the Board, based on the
sales quantities of the Connected Customer
Subsidiaries for the Products for the three years
onded 31 December 2016 provided by the
Connected Customer, sales quantities of the
Connected Customer Subsidiaries for the Products
for the year ended 31 December 2015 increased by
around 10% as compared with sales quantities for
the year ended 31 December 2014 and the sales
quantities for the year ended 31 December 2016
remained approximately the same as compared
with the sales quantities for the year ended 31
December 2015.

The proposed cap for the year ending 31
December 2017 represented cap of the Services for
the five months from 1 August 2017 to 31
December 2017. The representatives of the
Company advised that, based on the actual sales
quantities in 2016, the sales quantities of the
Connected Customer Subsidiaries for the five
months from 1 August 2016 to 31 December 2016
accounted for approximately 48.6% of the total
sales quantities in 2016. Thus the Company uses
48.6% in determining the cap for the period from 1
August 2017 to 31 December 2017.
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We have obtained and reviewed the sales report
provided Venturepharma Group (China) Corp for
the three years ended 31 December 2016 and for
the period from 1 January 2017 to 31 May 2017.
From the sales report, we noted that the total sales
quantities of the Products for the year ended 31
December 2015 increased by approximately 11.2%
as compared with the total sales quantities for the
year ended 31 December 2014, while the total sales
quantities of the Products for the year ended 31
December 2016 increased by approximately 0.2%
as compared with the total sales quantities for the
year ended 31 December 2015. We also noted that
the total sales quantities of the Products for the
first five months of 2017 increased by
approximately 5.9% as compared to the total sales
quantities of the Products for the first five months
of 2016. We consider that, for prudence sake, it is
fair and reasonable to set the sales quantities of the
Connected Customer Subsidiaries for each of the
two years ending 31 December 2018 equal to the
sales quantities of the Connected Customer
Subsidiaries for the year ended 31 December 2016
in determining the Annual Cap.

Pricing of the Services and the hospital sales
price of the product

As discussed in “Principal terms of the Service
Agreement and the Supplemental Agreement”
above, the pricing of the Services offering to the
Connected Customer Subsidiaries is not more
favourable than the pricing with third parties as
indicated by the Margin not lower than the margin
of the Four Contracts. Save as the Four Contracts,
the Company entered one contract with a third
party for the provision of the Services with different
costing method. In this contract, the Company is
not responsible for all the costs in providing the
Services while some of the costs are directly paid by
the customer. The management of the Company
advised that the Company did not make reference
to this contract in determining the pricing of the
Services for setting the proposed Annual Cap as
the settlement manner and the scope of the cost of
this contract are different from those of the Service
Agreement. We consider that it is fair and
reasonable to use the highest percentage among
the Four Contracts in determining the Annual Cap
as (i) the settlement manner and the scope of the
cost of the Four Contracts is similar to that of the
Services; and (ii) it has been agreed between the
Company and the Connected Customer that the
applicable price for the provision of the Services to
the Connected Customer Subsidiaries shall in line
with but not less than the price for the provision of
the same services to independent third party
customers of the Group from time to time.
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The management of the Company advised that
each of the Products is sold in various provinces in
PRC and the Connected Customer Subsidiaries bid
different prices in different provinces for each of 25
types of the products. In determining the hospital
sales price of a product for setting the proposed
Annual Cap, the management o? the Company
used the average of hospital sales price in the
provinces where the product sold. We have
obtained and reviewed the calculation sheet of the
hospital sales price of the Products and randomly
selected and checked the price of 7 products in
each 5 provinces to the prices published on the
website of EGERIFEETE  (centralised
purchasing platform for drugs®) of the
corresponding provinces with no discrepancy
noted. As advised by the management of the
Company, the Company should also use the
average of hospital sales price in the provinces
where the product sold in determining the service
fee in the Four Contracts. Therefore, we consider
that it is fair and reasonable to use the average of
hospital sales price in the provinces where the
product sold in determining the Annual Cap.

In light of the above, we are of the view that the
proposed Annual Cap for the Services for the
period from 1 August 2017 to 31 December 2017
and the year ending 31 December 2018 are
determined based on reasonable estimation and
after due and careful consideration and they are
fair and reasonable so far as the Company and the
Independent  Shareholders ~ are  concerned.
However, as the proposed Annual Cap relate to
future events and are based upon assumptions that
may or may not remain valid for the period from 1
August 2017 to 31 December 2017 and the year
ending 31 December 2018, we express no opinion
as to how closely the actual service income
pursuant to the Service Agreement shall
correspond to the proposed Annual Cap.

RECOMMENDATION

Having considered the principal factors and
reasons as discussed above, we are of the view that
terms of the Service Agreement and the
Supplemental Agreement and the Annual Cap are
on normal commercial terms, in the ordinary and
usual course of business of the Company, fair and
reasonable insofar as the Independent
Shareholders are concerned and in the interests of
the Company and the Shareholders as a whole.
Accordingly,” we would recommend (i) the
Independent Board Committee to advise the
Independent Shareholders and (ii) the Independent
Shareholders, to vote in favour of the ordinary
resolutions in this regard.
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LETTER FROM THE INDEPENDENT FINANCIAL ADVISER

31 July, 2017

T ~r B R R R A
It B
Yours faithfully, 5
For and on behalf of K EABEERAT
TC Capital International Limited B
Edward Wu L-3'q
Chairman 4

~F—tHELA=t—H

Note: Mr: Edward Wu has been a responsible officer of it : S H _—FF 1 FE B 2yt R IF
Type 6 (advising on corporate finance) regulated PIE T 868 (RHEEMBITIEILER) SHETTZ AT
sctivities under the SFO since 2005 He has AH. #EBRIERAMTE LA BTS2 £
participated in and completed various advisory IR 3 57 -

transactions in respect of connected transactions of

listed companies in Hong Kong.

* For identification purpose only * SR
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APPENDIX--GENERAL INFORMATION

By o --— A EOR
1. RESPONSIBILITY STATEMENT 1 REEH
This circular, for which the Directors collectively and A s 5 A 2660 _E i HI 2 Bl e i pt A M A
individually accept full responsibility, includes  A=E]Z¥EHl, i arEsdkE] AR B &S 25 EH T
particulars given in compliance with the GEM /e /EH— VIS FAH%, Wbl <5 Al
Listing Rules for the purpose of giving information K HE(E . A bR FTil 2 B RHME T E 407 18
with regard to the Company. The Directors, having  #fE528  H Sl et fer . LA i f 48
made all reasonable enquiries, confirm that, to the  EJEILALSE T LABA I o8 2 (4] P 25 A 18 1
best of their knowledge and belief, the information 7 T,

contained in this circular is accurate and complete
in all material respects and is not misleading or
deceptive and there are no other matters the
omission of which would make any statement
herein or this circular misleading.

2.DIRECTOR’ SINTERESTS AND SHORT POSITIONS
IN THE SECURITIES OF THE COMPANY AND ITS
ASSOCIATED CORPORATIONS

As at the Latest Practicable Date, the interests or
short positions of the Directors and the chief
executive of the Company in the shares, underlying
shares and debentures of the Company or any of its
associated corporations (within the meaning of
Part XV of the SFO) which were required: (a) to be
notified to the Company and the Stock Exchange
pursuant to Divisions 7 and 8 of Part XV of the SFO
(including interests and short positions which they
were taken or deemed to have under such
provisions of the SFO), or (b) pursuant to section
352 of the SFO, to be entered in the register as
referred to therein, or (c) pursuant to Rules 5.46 to
5.67 of the GEM Listing Rules, to be notified to the
Company and the Stock Exchange were as follows:
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Long positions

55 =1

Number of shares in

Number of shares in which which interested under Total Approximate
interested(other than under physically settled equity number percentage of
Name Type of interests Capacity equity derivatives) derivatives(Note 4) of shares interest(%)
ok # Him 51 4 e fﬁ%'!ﬁfﬁﬂu ﬂ!_#ﬁ'{??}fw’i TR T {7 e 1 Ay
(AR LRERSD) fitde LS4l 14t (%)
Z AW (Note 4)
William Xia GUO Personal Beneficial owner 81,975,941 10,008,000 991,983,941 9.26
William Xia Guo A HERAA
William Xia GUO Corporate Interests of a controlled 338,848,873 - 338,848,873 34.13
William Xia Guo 2] Corporation (Note 1)
S D
William Xia GUO C orpur.:u. Interests of a controlled 149,432,583 - 149,432,583 15.05
William Xia Guo AN Corporation (’NPILT 2)
Ty S Y TE2)
William Xia GUO Curpnr.nc lnurcx(s of a controlled 91,915.181 91,91, 181 9.26
William Xia Guo yagiil “orporation (Note 3)
o) P 4 (BT 3)
Maria Xuemei SONG Personal Beneficial owner 636,500 1.220.000 1,856,500 0.19
KT A Tl A
Mr. Michael SU Personal Beneficial owner 220,000 220,000 0.02
23403 fldA T HEA A
Shou \ uan Wu Personal Beneficial owner 100,000 100,000 0.01
Rile T fEHA WA
Mark Gavin Lotter Personal Bcncﬁun] owner 100,000 100,000
Mark Gavin Lotter HA T2 A L 0.01
Bin Hui NI Personal Beneficial owner - 100,000 100.000
{5 el BA LT TN ‘ oo
Nate 1: Winsland Agents Limited is 100% directly held by Mr. William Xia GUO. BEEET: Winsland Agents Limitedi {1506 24 I 527 1009848

Note 2:  The controlled corporation, Venturepharm Holdings Inc., is 47.63 % directly
held by Mr. William Xia GUQ and 49.00 % held by Mr. William Xia GUO

through Winsland Agents Limited, his wholly and beneficially owned company

incorporated in British Virgin Islands.

Note 3:  The controlled corporation. Bright Excel Assets Limited, is 100 % beneficially
owned by Ventrepharm Holdings Inc.

Note 4: Various interesis of the Directors pursuant to physically setled equiry

derivatives are through share oprions granted.

3. PERSONS WHO HAVE AN INTEREST OR
SHORT POSITION WHICH IS DISCLOSEABLE
UNDER DIVISIONS 2 AND 3 OF PART XV OF THE
SFO AND SUBSTANTIAL SHAREHOLDERS

As at the Latest Practicable Date, so far as it was
known by or otherwise notified to any Directors or
the chief executive of the Company, the particulars
of the corporations or persons (other than a
Director or the chief executive of the Company)
which/who had 5% or more interests in the Shares
and the underlying Shares as recorded in the
register kept under section 336 of the SFO were as
follows:

BfiE2:

LV enturepharm Holdings Inc. 175 [ AT 635 %
o BB IBE S 4 Winsland Agents Limited ( 72588 € 4 REESHT
'f: Gt 2 T HELT ) $51749% AR

13- M8 Bright Excel Assets Limited 111 Ventarepharm Holdings Ine. 1006

LAy Fal

T B AR A T 2 1 I LT B2 IR 28 K it 2 T )

FEHL 2 R
% % iﬁiﬁﬂ a

AT H I, AL AU R T
HISE LA AT SOTRER R A AL
AN RIS TR AN IR
s A JE R B 1 S B B 45 336
{17 2 B e M T 5908k LA _EHERS -
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Approximate
percentage of
Nsiine Capacity Number of shares L _il!“;-t“--“.‘-‘"‘
255 B4 4y 8 B AT A L
Winsland Agents Limited (Note 1) Beneficial owner 338, 848, 873 34.13%
Venturepharm Holdings Inc. (Note 2) Beneficial owner 149, 432, 583 15.05%
Venturepharm Holdings Inc. (Note 3) Interests of controlled corporation 91,915, 181 9.26%
Bright Excel Assets Limited (Note 3) Beneficial owner 91, 915, 181 9.26%
William Xia GLO (Notes 1, 2, 3,4) Beneficial owner and interests of 672,111, 818 67.7%
Controlled corporations
Winsland Agents Limited ( Pffi51) A A 338, 848, 873 34.13%
Venturepharm Holdings Ine. ([ff {4:2) A A 149, 432, 583 15.05%
Venturepharm Holdings Ine. (Fff 71:3) 1 R 2 91,915, 181 9.26%
Bright Excel Assets Limited ( fff i3 ) Wi A 91, 915, 181 9.26%
William Xia Guo ([ 751, 2, 3/4) WHBAARSEHEMEELS 672,111,818 67.7%
Note 1: Winsland Agents Limited is 100% directly held by Mr. William Xia GUO. The Fifed: Winsland Agents Limited B8 76 4 FITEFF 1 100068010, MR CLA5 314
shares includes 77,500,000 shares granted under the 2014 Convertible 20145 7] ﬂfﬁﬂ"tﬁﬁr‘;ﬁ R {977.500,0008L 8 (7. (ERIFEACH —F—
Nores. Noteholder has converted all Convertible Notes to ordinary share AT A = H A £ AT B AR R 577,500,000 88 TG .

of 77.500,000 shares on 31 December 2016. There will be no Convertible
Nortes of the Company held by the Noteholder after the Conversion.

Note 2:  Venturepharm Holdings Inc. is 47.63% direcily held by Mr. William Xia
GUO and 49% held by Mr. William Xia GUO through Winsland Agents
Limired. Iis wholly and bencficially owned company incerporated in the
British Virgin Islands.

Note 3: The controlled corporation. Bright Excel Assets Limited, is 100 %
beneficially owned by Venturepharm Holdings Inc

Noted: Apart from shares held through Venturephann Holdings Inc.. and
Winsland Agents Limited the interest of 10,974,000shares which are
gramted 10 hini under the Share Oprion Scheme are beneficially owned by
Mr. William Xia GUO.

Save as disclosed above, as at the Latest Practicable
Date, so far as it was known by or otherwise
notified to the Directors or the chief executive of
the Company, no other corporations or persons
(other than a Director or the chief executive of the
Company) had any interest or short position in the
Shares and the underlying Shares as recorded in
the register required to be kept under section 336
of the SFO.

4. DIRECTORS" SERVICE CONTRACTS

As at the Latest Practicable Date, none of the
Directors has entered into any service contract or
management agreement, proposed or otherwise
with any member of the Group (excluding
contracts expiring or terminable by the employer
within one year without payment of compensation
other than statutory compensation).
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BHiE2: Venturepharm Hokdings Inc, 25U 1 SEEL '[' PrEtF Az o3t i, LIE
IR S Winshand Agents Limited (17 ZOMSME Lo S 018€ o7,
HPEE G R R ETT) 15 9% B0

B3, & ;’Brl'!f?.z‘.m.ﬁquhl Excel Assets Limited[f] Venturepharm Holdings Inc. 100%
egir Sl
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5. COMPETING BUSINESS INTEREST OF DIRECTORS

As at the Latest Practicable Date, none of the
Directors or Controlling Shareholder or any of their
respective associates has any interest in business
which competes with or may compete with the
business of the Group or has any other conflict of
interests which any person has or may have with
the Group.

6. LITIGATION

As at the Latest Practicable Date, no member of the
Group was engaged in any litigation or arbitration
of material importance and no litigation,
arbitration or claim of material importance was
known to the Directors to be pending or
threatened against any member of the Group.

7. INTERESTS IN CONTRACTS AND ASSETS

As at the Latest Practicable Date, save for Mr.
William Xiao GUO' s interest in the Service
Agreement, no contract or arrangement of
significance in relation to the Group' s business to
which the Company or any of its subsidiaries was a
party and in which any of the Directors had a
material interest, whether directly or indirectly,
subsisted as at the Latest Practicable Date.

Save for Mr. William Xiao GUO' s interest in the
Service Agreement, none of the Directors nor
expert referred to in paragraph 9 below has any
direct or indirect interests in [any assets which had
been acquired or disposed of by or leased to, or
which are proposed to be acquired or disposed of
by or leased to, the Company or any of its
subsidiaries during the period since 31 December
2015, the date to which the latest published
audited financial statements of the Group were
made up, up to and including the Latest Practicable
Date.

8. MISCELLANEOUS

(a) The registered office of the Company is located
at Scotia Centre, 4th Floor, PO. Box 2804, George
Town, Grand Cayman, Cayman Island.

(b) The head office and principal place of business
of the Company is Unit B, 19/F Times Media
Centre, 133 Wanchai Road,Wanchai, Hong Kong.

(c) The branch share registrar and transfer office in
Hong Kong of the Company is Tricor Standard
Limited, at Level 22, Hopewell Centre, 183
Queen’ s Road East, Hong Kong.
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(a) A%/ F]EHHEE pE bk (7 Scotia Centre, 4th
Floor, P.O. Box 2804, George Town, Grand Cayman,
Cayman Island.
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9. EXPERT AND CONSENT

The following is the qualification of the expert who
has given opinion or advice contained in this
circular:

Name
TC Capital International Limited
Qualification

a corporation licensed to carry out type 1 (dealing
in securities) and type 6 (advising on corporate
finance) regulated activity under the SFO

As at the Latest Practicable Date, each of the above
named experts has given and has not withdrawn its
written consent to the issue of this circular with the
inclusion of its letter and references to its name in
the form and context in which it appears.

As at the Latest Practicable Date, each of the above
named experts did not have any shareholding in
any member of the Group or tge right (whether
legally enforceable or not) to subscribe for or to
nominate persons to subscribe for securities in any
member of the Group, or any interests, directly or
indirectly, in any assets which have been, since 31
December 2015, being the date to which ‘the latest
published audited financial statements of the
Group were made up, acquired, disposed of or
leased to any member of the Group, or were
proposed to be acquired, disposed of or leased to
any member of the Group.

10.MATERIAL ADVERSE CHANGE

As at the Latest Practicable Date, the Directors are
not aware of any material adverse change in the
financial or trading position of the Group as at 10,
the date to which the latest published audited
financial statements of the Group were made up.

11. DOCUMENTS AVAILABLE FOR INSPECTION

Copies of the following documents are available for
inspection at the registered office of the Company
in Hong Kong at Unit B, 19/F, Times Media Centre,
133 Wanchai Road, Wanchai, Hong Kong during
normal business hours on any business day from
the date of this circular up to and inclusive of not
less than 14 days:
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NOTICE OF EGM
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T 5

China Health Group

CHINA HEALTH GROUP INC.
tEBREAETRA D

(Carrying on business in Hong Kong as “B4BEER" )
(WU [BeBEEE | 2BEEBEEED)
(Formerly known as “Venturepharm Laboratories Limited” )
(Fi#E [ BEFAIREEFRL T /)
(Incorporated in the Cayman /slands with limited liability)
(REEBEEETHA T ZHEALF)
(Stock Code: 8225)
(R X3k 8225)

NOTICE OF EGM
BRAFHIA GBS

NOTICE IS HEREBY GIVEN that an extraordinary
general meeting of the shareholders of China
Health Group Inc. (the “Company” ) will be held
at Building AIl, Hai Tong Shi Dai Business Center,
No. 11 of West Third Ring North Road, Hai Dian
District, Beijing, China at 10:00 a.m. on 15, Aug,
2017 for the purpose of considering and, if thought
fit, passing the following resolutions:

ORDINARY RESOLUTIONS
1. “THAT:
a. the Service Agreement (as defined in the

circular to the shareholders of the Company
dated 28 July 2016 be and is hereby approved;
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NOTICE OF EGM
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b. the proposed annual caps, both monetary cap
and percentage cap, in relation to the
transactions contemplated under the Service
Agreement for the period from the date of the
extraordinary general meeting and ending 31
December 2018 be and are hereby approved;
and

c. any one Director be and is hereby authorised
to do all such acts or things, as he/she may in
his/her absolute discretion consider necessary or
desirable, to give implement and effect to the
Service Agreement and the transactions
contemplated thereunder”

By order of the Board

China Health Group Inc.

William Xia GUO
Chairman

Hong Kong, on 31 July, 2017

Registered office:

Scotia Centre
4th Floor, PO. Box 2804 George Town, Grand
Cayman Cayman Island

Principal place of business and head office
in Hong Kong:

Unit B, 19/F.
Times Media Centre
133 Wanchai Road, Wanchai Hong Kong
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Notes:

1. Any shareholder of the Company entitled to attend and vote
at the meeting convened by the above notice is entitled to
appoint one or more proxies to attend and vote on his, her or its
behalf in accordance with the Articles of Association of the

Company. A proxy needs not be a shareholder of the Company.

2. Where there are joint registered holders of any share of the
Company, any one of such joint holders may vote, either

rsonally or by proxy, in respect of such share as if he/she were
solely entitled thereto, but if more than one of such joint holders
are present at the Meeting personally or by proxy, that one of
the said persons so present whose name stands first on the
register in respect of such share shall alone be entitled to vote in
respect thereof.

3. To be valid, a form of proxy and, if such form is signed by a
person under a power of attorney or other authority on behalf of
the appointer, a notarially certified copy of such power of
attorney or authority must be deposited with the Company’ s
Registrar, Tricor Standard Limited, at Level 22, Hopewell Centre,
183 Queen' s Road East, Hong Kong, not less than 48 hours
before the time appointed for the holding of the meeting or at
any adjournment thereof.

4. Shareholders of the Company or their proxies shall produce
documents of their proof of identity when attending the
meeting.

5. The transfer books and register of members of the Company
will be closed from 8 Aug 2017 to 14 Aug 2017, both days
inclusive, for the purpose of determining Shareholders’

entitlements to attend and vote at the EGM. In order to qualify
for the right to attend and vote at the meeting, all transfers,
accompanied by the relevant share certificates, must be lodged
with the Company’ s Hong Kong share registrar at Tricor
Standard Limited, at Level 22, Hopewell Centre, 183 Queen’ s
Road East, Hong Kong not later than 4:30 p.m. on 7 Aug 2017.

6. A circular containing, inter alia, details of the proposed general
mandate to issue and repurchase shares of the Company
information of the retiring Directors who are proposed to be
re-elected at the EGM, and the proposed adoption of the new
share option scheme of the Company, will be dispatched to the
shareholders of the Company.

As at the date hereof the Board comprises two executive
directors, being Mr William Xia GUO and Dr. Maria Xuemei
SONG' one non-executive director;, being Mr. Michael SU; and
three independent non-executive directors, being Mr. Shou
Yuan WU, and Mr. Mark Gavin Lotter and Dr: Bin Hui NI

This circular for which the directors of the Company (the

“Directors” ) collectively and individually accept responsibility,
includes particulars given in compliance with the Rules
Governing the Listing of securities of the Growth Enterprise
Market of the Stock Exchange for the puipose of giving
information with regard to the Company. The Directors, ving
made all reasonable enquiries, conform that, to the best of their
knowledge and belief: (1) the information contained in this
circular is accurate and complete in all material respect and not
misleadiing; (2) there are no other matters the omission of which
would make any statement in all material respects and not
misleading; and);.?) all opinions expressed in this circular have
been arrived at after due and careful consideration and are
founded on bases and assumptions that are fair and reasonable.

This circular will remain on the GEM website with the domain
name of wwwhkgem.com on the ‘latest Compary
Announcements” page for at least 7 days from the date of its
posting and on the Company” s website at www.chginet.
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