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
BT B R B

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
BT B4 R B

A letter from the Independent Board Committee
including its recommendation to the Independent
Shareholders is set out on pages 31 to 32 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
New Framework Service Agreement and the
transactions contemplated thereunder is set
out on pages 33 to 59 of this circular.

A notice convening the EGM of China Health
Group Inc. to be held at Building 17, Jianwai
SOHO, Chaoyang District, Beijing, China, on 12
July 2022 at 10:00 a.m. is set out on pages 66 to
68 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 54, 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.

24 June 2022
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CHARACTERISTICS OF GEM
EBH AR A MRA TIGEMM & &

GEM has been positioned as a market
designed to accommodate small and
mid-sized companies to which a higher
investment risk may be attached than other
companies listed on the 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.

Given that the companies listed on GEM are
generally small and mid-sized companies,
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
2R

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

following meanings:

REBER, BXEFEIEAN, TIwAREE U T 8%

2018 Service Agreement”

[ 22—\ s ok )

"Annual Caps”
MERE ER

“associate(s)”
N IN

“Board”

[ i)
“Chairman”
[

“Company”
/AT

“Connected Customer”
[ 7

“connected person(s)”
[

“Continuing Connected
Transaction” or “CCT”

“Controlling Shareholder”

[ B |

"Director(s)"
=&

“Effective Date”
MR H A |

"EGM"
(SRR B |

“Excluded Group”
[ERAHMEM |

"GEM”
[GEM |

The agreement dated November 20, 2018 entered into between the Company and
Venturepharma Group (China) Corp. (B EEE=A% ( ] ) BIR/AE), pursuant to which the
Company agreed to provide the Services to the connected persons

AnmsE R (TE) ARARIEETH#S /St AT AT, R,
AR w1 B\ LR A

The proposed annual caps for the transactions contemplated under the New Framework
Services Agreement for the three years ending December 31, 2024

BT AR B Wk B R E R U4+ A = — H =R R A 5 4R R

has the meaning ascribed to it under the GEM Listing Rules
HGEM_ETRIRI BTt 72 26

the board of Directors
RN EHG

the chairman of the Board

RGN

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

B B PREE R (HORE S 2 RHEESEATRA T, R SRS R  ARAT], HRE s frGEM_E
i, B e 8225)

Venturepharma Group (China) Corp. (B2£BBEZER (TE ) BRAT), a company
incorporated in the British Virgin Island with limited liability and the counterparty under the
2018 Service Agreement

weREEEg (PE) ARAE, —FESEAER R R EC ARRHEA R, 2 F /U
AR Tk T 2 O T

has the same meaning ascribed to this term under the GEM Listing Rules
HGEM_ETRLRI BTt 72 26

the continuing connected transaction referred to in this circular
R0 B TR R B A B

has the same meaning ascribed to this term under the GEM Listing Rules
HGEM LRI T T 2 2%

the directors of the Company, and each a “Director”

AR, AR AT R A [

the date of the Independent Shareholders’ approval of the New Framework Service
Agreement

TS SRR E SR AR5 st L3

An extraordinary general meeting of the Company to be convened to consider and approve
the New Framework Services Agreement and Annual Caps

LA e ST E SR A5 Wl B2 4F B2 _E BRI A BB 3K |

Companies controlled by Mr. Guo Xia include Wante Hainan, Wanquan Xiamen and
Wanquan Jiangsu

LIy (7S [ /AT 3 N ey ] N e U

GEM operated by the Stock Exchange
Wi 3E FiTGEM
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DEFINITIONS
2R

“GEM Listing Rules”
[GEM_ETTRIA]

"Group” or "CHG" or
“China Health Group”
(ALEE ) 8 [CHG B
[ e

"HK$"
[HK$ |

“Hong Kong”
(i

“Independent Board
Committee”
(TR

“Independent Financial
Adviser”
ST AR )

“Independent Shareholders”
(RS IROR )

“Latest Practicable Date”
B BB T HIH

“New Framework
Service Agreement”
UBITHE 2R a5 i |

"PMS"
M TG |

"PRC"
[

"RMB"
NG

“Services”
[ AR |

“Service Provider”
provides the Services
MR Es SRy )

“SFO”
MR MR

the Rules Governing the Listing of Securities on GEM

BrEI & 5 5 T IR A RIGEM s 7 _E TR

the Company and its subsidiaries
EN/ANSIPNEER ) A

Hong Kong dollars, the lawful currency of Hong Kong

B, Mtk aEl

the Hong Kong Special Administrative Region of the PRC
o B v AR 14 T I

the independent committee of the Board, comprising all the independent non-executive
Directors, namely Mr. QIU Rui, Dr. Bin Hui Ni and Mr. ZHEN Ling, established to advise the
Independent Shareholders in respect of the terms of the New Framework Service Agreement
and the transactions contemplated thereunder

M AR AT, BSset, AW IRt Esse R I SRR B E, SRR
HE SR AR5 W e AR s S LI M 4B A T 2 3 2 A 5 ol e o R AR AL 1

Rainbow Capital (HK) Limited, a corporation licensed to carry out type 1 (dealing in
securities) and type 6 (advising on corporate finance) regulated activities 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 New
Framework Service Agreement and the transactions contemplated thereunder and the
Annual Caps

A AAIRAT, RAERS KINERET RS I8 (B5c0) MBE (iR It )
SRS HVENR B Rk, RS IR, RURAE 2R R ot 2 M M I H B T2 58
Sy CARCAE 8 B IR m Sy S22 B MR T RO P ek

Shareholders excluding Mr. William Xia Guo and his associates
JBOR, AR e ML AL

21 June 2022, being the latest practicable date prior to the printing of this circular for
ascertaining certain information herein
TERTTHEARTA A, RAE R EETRHEE A TR AR BT H

The new framework service agreement entered into between the Company and Mr. Guo Xia
on May 11, 2022, pursuant to which the Company agreed to provide the Services to the
Excluded Group

ﬁ@gﬁ@?ﬁﬂ%iﬁéiiiiiﬂﬂ o HBGET RO BHE SR i, SRR A W R R BR O SR AR

post market service
G Ain7)e s

The People's Republic of China, which for the purpose of this circular, excludes Hong Kong,
the Macau Special Administrative Region of the People’s Republic of China and Taiwan
e N RALAIRY, AACERRT S, ARG, IR TR A

Renminbi, the lawful currency of the PRC

AR, e

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

R s LT Ao B RLRTAR S M B 2 A
entity(ies) being member of the Group which provides the Services

AR B R A A 1 B

the Securities and Futures Ordinance (Chapter 571 of the Laws of Hong Kong)
CGEZE MR (BREEFISE 571 %)
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DEFINITIONS
B=

“Share(s)”
[ By )

“Shareholder(s)"
[ BB

"Stock Exchange”
(I il |

"subsidiary(ies)"

(P Eg 2~ ] )

“Substantial Shareholder”

[ 2R

"Wante Hainan”
R

“Wanquan Jiangsu”
CE TR

“Wanquan Xiamen"
MR )

oy
[9% |

share(s) of HK$0.1 each of the Company
AN T RO EHE. LT B A7

the shareholder(s) of the Company
RO

The Stock Exchange of Hong Kong Limited
EBI G2 o A PR A T

has the meaning ascribed to it in the GEM Listing Rules
HGEM_ETTRR AT Y 2 #28

has the same meaning ascribed to it under the GEM Listing Rules
HGEM_ETTRR AT Y 2 #28

Wante Pharmaceutical (Hainan) Co., Ltd.
BREIEE () AIRA A

Wanquan Wante Pharmaceutical Jiangsu Co., Ltd.
e R AT A IR A

Wanguan Wante Pharmaceutical (Xiamen) Co., Ltd.
HAERE (M) ARATF

percent
Tt

03
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LETTER FROM THE BOARD
EHERN

Dear Sir or Madam

AR

(1) CONTINUING CONNECTED TRANSACTION
() FHERER 5
AND

&

(Il) NOTICE OF EXTRAORDINARY GENERAL MEETING
() BRI AGEE

1.INTRODUCTION

Reference is made to the announcement of the
Companydated 11 May 2022 in relation to,
among other things, on 11 May 2022, the
Company and Mr. Guo Xia entered into the New
Framework Service Agreement, pursuant to
which the Company agreed to provide Services
through the Service Provider to the Excluded
Groups controlled by him.

The purpose of this circular is to provide you with
(1) further details of the New Framework 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 New Framework 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
New Framework Service Agreement, the
Continuing Connected Transaction and the
related proposed annual caps; and (4) notice of
convening the EGM.

The Board considers that the New Framework
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 New
Framework 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
EHERN

THE NEW FRAMEWORK SERVICE AGREEMENT

On 11 May 2022, the Company and Mr. Guo Xia
entered into the New Framework Service
Agreement, pursuant to which the Company
agreed to provide Services through the Service
Provider to the Excluded Group, being
companies controlled by Mr. Guo Xia (other than
the Group).

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

Parties:

(a)the Company; and
(b)Mr. Guo Xia

For the avoidance of doubt, the Excluded Group
are not the contracting parties under the New
Framework Service Agreement. The Excluded
Group includes Wante Hainan, Wanquan
Xiamen, and Wanquan Jiangsu.

Services to be provided

Pursuant to the New Framework Services
Agreement, the Company agreed to provide
Services to the Excluded Group through the
Service Provider. The Services include post
market surveillance, medical sciences services
and medical market service (collectively the
PMS). The PMS are regular services the Company
provides to its customers in ordinary and usual
course of business, and the occasions/arrangement
of providing such services are subject to
customer demand.

Post market surveillance refers to pharmacovigilance
research which is the process of monitoring and
evaluating any adverse drug reaction or effects
of medical drugs after the drugs have been
launched, especially for focused population such
as child and pregnancy women.

BHEZR AR5 1tk

RTERTTAERA+—H, AnEBEEE g
RISCFTREZR R ek, UL, A W EOE
s 1 (4 5 1 B UM AR S I, HESMEE 2y
ESAEERI AT CREARER) o

% HE 2 P Tt el ZEL T BBE SRR 1)K & R AR 4L
HEAR T REAE R o T HE 2R AR %5 Tk vt Y 2 BN A
FR B FRE R RS T
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LETTER FROM THE BOARD
EHERN

Medical marketing service refers to marketing
related services with clinical expertise which
include from offline marketing such as
brochures, flyers and workshops, to online
marketing such as informative blog, website
content writing, E-newsletter and live-streaming
by doctors, etc.

Medical science service refers to medical study
and research services such as launching medical
conferences, clinical and experimental data
analysis which includes collecting, tracking,
verifying and organizing patient records and
other medical documents, examining patient
medical histories and spotting issues as well as
Developing expert witness testimony.

The Service Provider provides the above services,
namely post market surveillance, medical science
service and medical marketing service through
its relevant affiliated companies in the PRC and
shall provide periodic report which summarise
the works performed under each post market
surveillance service, medical marketing service
and medical science service during the reporting
period in accordance with the format requested
by the Excluded Group.

In order to facilitate the Service, the Excluded
Group agree to provide assistance to the
Company, including but not limited to (i)
assigning product managers to train the related
staff of the Company; (ii) providing full product
information and other related information; and
(iiiy any kind of assistance that the Excluded
Group considers appropriate.
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LETTER FROM THE BOARD
EHERN

After undertaking a specific project, the company
will invest 10-20 professionals to provide the
Services as detailed in the above. The first stage
of the Services includes data collection of the
relevant medical drugs by meeting with expert
and patient using that medical drug. The data
collected will be put into a big data software for
system analysis. Based on the analyzed data, the
Service Provider will issue clinical research reports,
data analysis reports and market promotion
summary reports to the Excluded Group. Before
providing the reports, the Service Provider will
ensures the authenticity, accuracy, and completeness
of the data, as well as the appropriateness of the
analysis method. The main purpose of the
reports provided is to enhance patients' and
doctors' awareness of medicines and to take
medicines accurately, and the Group will also use
these reports for the marketing, promotion and
sales of the medicines drugs.

Term

From the Effective Date up to and including 31
December 2024.

Payment Terms

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

The proposed Annual Cap for each of the three
years ending 31 December 2024 under the New
Framework Service Agreement is set out below:

FEAREER, ArlfsA 10208 HENE
feftt IR . IRE A SE — P B id i g
{5t ) R 2 ) 1 S5 5 A0 S 2 AT S A B 4 10 1 4L
15 o AR 2 B BB AR A\ R R S A 1T 2R
M. IR RE, IRB R B E s 17 HEER
AL B R BT ST S A i o R T 3 1
BERA A o AERE At 2 AT, IR R AL A
HEOR BRI LB MEREEATSEREME, LAA )
BT LB . Se ety i E L H 24 &
SEERE AR PSR, HEAE 2L, BROMEM
RIS L R B AR A T8 HERANSH 6

SRR
WAEZARERZ R WET+—H="+—H (

) o
SRR
R BT A B A T H S

RIEFHESL R Wk, B —F _UFE+ A
= HIE AR R R R

For the year ended 31 December 2022

For the year ended 31 December 2023

For the year ended 31 December 2024

RMB RMB RMB
BE_E_ "+ "HA=1t—HItFE BE_EFE_=F1+"HA=1+—HItFE BE_FNF+"A=1—HILFE
AEH#ETT ARHTT NG o
50,000,000 60,000,000 72,000,000
Basis for the Proposed Annual Cap Amount FHEER i EE FESER HRSE I

under the New Framework Service Agreement

(a) the historical information on the actual
transaction amount for services under the 2018
Service Agreement between the Company and
related parties, of which the actual revenue from
related party transactions in 2020 and 2021 was
RMB27,587,000 and RMB25,413,000 respectively;

(a) AN AL B TT s IR i TH T IR B B Ae
D&z ERER, Hp R T REN R
—AEE PR B 3 Sy 43 il e N R 27,587,000
Je M N B25,413,0007C ;
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(b) due to the recent overall economic slowdown,
the Company revised the expected demand and
sales forecast of related parties out of prudence.
With reference to the growth rate on the China
online healthcare inquiry & diagnosis market,
Chinese healthcare big data market and
real-world study (RWS) market as illustrated in
the Frost & Sullivan report, the expected growth
rate of the Services revenue would be no less
than 45% from 2020 to 2025. However, due to
the economic slowdown, the expected growth
rate on the overall Services revenue is revised to
be lowered to 40%;

(c) the Company's expected revenue increase
based on the increase in revenue from
independent customers;

(d) two new related parties under the Excluded
Group being, Wanquan Xiamen and Wanquan
Jiangsu, are added, and the transaction volume
with the two related parties is expected to be
RMB 10,000,000 respectively. Wanquan Xiamen
is mainly engaged in the research and
development, production and sales of antiviral
drugs, and Wanquan Jiangsu is mainly engaged
in the research and development, production
and sales of anti-dementia drugs. The market
demand for these two drugs are expected to be
relatively high. Wanquan Xiamen is expected to
sell 40,000 bottles in 2022. Based on the unit
price of RMB2,800, the sales amount of Wanquan
Xiamen on this drug can reach RMB112,000,000.
Based on industry norm, pharmaceutical
companies typically invest 10% of the sales on
PMS, and hence the estimated transaction
amount for the Services is RMB11,200,000.
Wanquan Jiangsu is expected to sell 350,000
bottles in 2022. Calculated at a unit price of
RMB299, the sales amount of Wanquan Jiangsu
on this drug can reach RMB104,650,000, and the
estimated transaction amount for the Services is
RMB10,465,000;

(b) il HIEERSKC ORS8NI E B
TRE T R TEI TR e TE . 2% i A
REYD R SRS UR /9 P B AR b BR A B
s v B e K R T 5 A B AT 5T
(RWS) TG R MBI B TR IS R 34
CRTRHRFR TR T HEMER45%. HiE, H
ARG, BRI N R TE IS B3R T
FH A 40%;

(o) TR 2 P AT A A A 2 A R

(d) BROMEEFIEM AR T EaEM. el
ik, THEFN 2K B T B3 B R B R N R EE
10,000,0007C #4F M EEAE F PR TR 8 1Y
FEE. A EMS e, BVl B EI R
YIRS AAEMEE. THEHE W ZEY 1
MG TR s SaeEMEs - F =
By EEAE . A E2800TCETE, WA IR
4% ey AR T N R 112,000,0007C . HRAEAT
BB, BEEEN RE S EE M 100 B
PMS, BRI 5 S8 N
11,200,0007C Hi4ILAK & — AFETHFEME 35
B . U EE209 RIS, B AT AR AE L BE Y 8
BEHE T N\ B 104,650,0007C, AR TEET S
Sy N IR 10,465,000 ;



LETTER FROM THE BOARD
EHERN

(e)The original related parties launched new
drugs to the market, which is expected to
increase the transaction volume. The aripiprazole
oral liquid antipsychotic drug produced by
Wante Hainan, its basic role is to treat
schizophrenia, as well as psychotic symptoms,
such as certain hallucinations or paranoid
thinking activities, etc. Affected by different
factors, there are different degrees of mental
illness in modern society. As a drug for the
treatment of schizophrenia, the Company noted
that their competing companies selling similar
drugs had generated revenue of over tens of
billions in 2021, as such the Company expects
the sales amount of Wante Hainan on this drug
can reach RMB500,000,000, and the estimated
transaction amount for the Services will reach
RMB50,000,000 in 2022;

(f) With reference to the growth rate on the
China online healthcare inquiry & diagnosis
market, Chinese healthcare big data market and
real-world study (RWS) market as illustrated in
the Frost & Sullivan report, the investment in
clinical research is expected to increase by 20%
annually;

(g) With reference to the fact that the proportion
of related party transactions in 2020 and 2021
was above 30%, and two new related parties
were added in 2022, the parties agreed to the
annual caps for continuing connected
transactions for the fiscal year 2022 to fiscal year
2024 shall not exceed 39% of the Company's
total revenue for the year with reference to the
previous caps.
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The Company does not consider there is material
reliance on the substantial shareholder Mr. Guo
Xia under the New Framework Service Agreement.
Mr. Guo Xia is the founder of the Group and a
controlling Shareholder. Apart from the Group,
he the chairman and actual controller of Wante
Hainan, Wanquan Xiamen and Wanquan Jiangsu.
As the Services involved the exchange of
sensitive information including specification of
the medical drugs, the provision of the Services
generally requires stable and reliable business
relationship  between the pharmaceutical
company and the provider of the Services to
control the cos confidentiality. As such, the
provision of Services generally involved prolonged
and close cooperation with the business partner
and such relationship is inter-dependent, and in
line with the market norm. In this regard, the
Group has been providing the Services to
associated companies of Mr. Guo Xia since 2016
and the business relationship has been stable
throughout the years. Given the inter-dependent
nature, it is also unlikely that the business
relationship with the Excluded Group will be
terminated or there be material adverse change
on the business relationship. Nevertheless, to
demonstrate there is no material reliance on the
connected parties, the Company intends to set
an annual cap of 39% from 2022 to 2024 for the
transactions under the New Framework
Agreement. The 39% cap represented less than
half of the Group's revenue, and was made with
reference to the previous cap, and the expected
income to be generated from independent third
party customers, with a view to ensure that the
Group will not have excessive reliance on the
controlling Shareholder.
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2022 Annual Cap

The Company has estimated on service revenue
to be received from independent third party
customers in 2022. The related parties have also
provided the Company with the estimated sales
volume of related products. The Company has
also conducted relevant research on the market
and products, and considered the development
of the market and made relevant calculations.
According to an industry report issued by Frost
and Sullivan, the China online healthcare inquiry
& diagnosis market, Chinese healthcare big data
market and real-world study (RWS) market,
being the PMS fields the Group principally
engaged in, are all expected to record
compound annual growth rate of no less than
45% from 2020 to 2025. Although the historical
Services revenue generated from the Connected
Customer for the year ended 31 December 2020
and 2021 were approximately RMB27.6 million
and RMB25.4 million respectively, the Services
revenue from the Excluded Group is expected to
be significantly higher. In particular, two new
related parties are newly added under the New
Framework Services Agreement (Wanquan
Xiamen and Wangquan Jiangsu), and each of
Wanquan Xiamen and Wangquan Jiangsu is
estimated to additionally contribute Services
revenue of RMB10,000,000 due to their launch of
flagship product. At the same time, the original
related party Wante Hainan, a subsidiary of the
Connected Customer also has new drugs on the
market, and the market demand for PMS is huge
based on the estimated growth rate as illustrated
from the Frost and Sullivan report. On the
prudent assumption that the Services revenue
from the original related party remain constant
at approximately RMB25.4 million for the year
ending 31 December 2022, and the Service
revenue to be generated from the two new
related party to be RMB10 million, the expected
Services revenue for the year ending 31
December 2022 is expected to be at least
RMB45.4 million.
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The Company has also estimated the expected
Services revenue from the Excluded Group as a
proportion of the estimated revenue generated
from independent third-party customer. Based
on the historical amount of revenue generated
from independent third-party customer in 2021
of approximately RMB58,188,000 and a prudent
estimated growth rate of PMS market of 40%
with reference to the estimated growth rate as
illustrated from the Frost and Sullivan report, the
independent  third-party customer service
revenue in 2022 is estimated to be approximately
RMB81,462,000. The Company considers such
revenue growth estimation to be accurate since
the Group had experience significant increase in
demand of Services from independent
third-party customer since the beginning of
2022. During the three months ended 31 March
2022, the Group recorded Services revenue of
RMB21,151,000 from independent third-party
customer, about the same as last year. As it is
estimated that the portion of Services revenue
from the Excluded Group shall not exceed 39% of
the total revenue of the Group, the estimated
Services revenue from the Excluded Group would
be no more than approximately RMB52,082,000.
Given the above estimations from both the
perspective of the Excluded Group and revenue
growth from independent third-party customer,
the Company has set the Annual Cap in 2022 to
be RMB50,000,000, which accounts for
approximately 38% of the total estimated
revenue in 2022.
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2023 CCT Percentage Cap

The Company has also estimated the expected
Services revenue from the Excluded Group as a
proportion of the estimated revenue generated
from independent third-party customer. The
related parties have also provided the Company
with the estimated sales volume of related
products. The Company has also conducted
relevant research on the market and products,
and considered the development of the market
and made relevant calculations. Based on the
estimated amount of revenue generated from
independent third-party customer in 2022 of
approximately RMB81,462,000 and the estimated
growth rate of 40% with reference to the
estimated growth rate as illustrated from the
Frost and Sullivan report, the independent
third-party customer service revenue in 2023 is
estimated to be approximately RMB114,047,000.
The Company considers such revenue growth
estimation to be accurate since the Group had
experience significant increase in demand of
Services from independent third-party customer
since the beginning of 2022. As it is estimated
that the portion of Services revenue from the
Excluded Group shall not exceed 39% of the total
revenue of the Group, the estimated Services
revenue from the Excluded Group would be no
more than approximately RMB72,915,000. On
the other hand, the Service revenue from
Excluded Group has also been estimated based
on the 20% growth on the Annual Cap of 2022,
which amounted to RMB50,000,000. Given the
above estimations from both the perspective of
the Excluded Group and revenue growth from
independent third-party customer, the Company
has set the Annual Cap in 2023 to be
RMB60,000,000, which accounts for approximately
34% of the total estimated revenue in 2023.
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2024 CCT Percentage Cap “E U EIR
The 2024 Annual Cap is estimated using the — & " PU4EEF FRR Al s B & — =5

same basis as the 2023 Annual Cap. Based on the
estimated amount of revenue generated from
independent third-party customer in 2023 of
approximately RMB114,047,000 and the estimated
growth rate of 40% with reference to the
estimated growth rate as illustrated from the
Frost and Sullivan report, the independent
third-party customer service revenue in 2024 is
estimated to be approximately RMB159,666,000.
As it is estimated that the portion of Services
revenue from the Excluded Group shall not
exceed 39% of the total revenue of the Group,
the estimated Services revenue from the
Excluded Group would be no more than
approximately RMB102,081,000. On the other
hand, the Service revenue from Excluded Group
has also been estimated based on the 20%
growth on the Annual Cap of 2023, which
amounted to RMB60,000,000. Given the above
estimations from both the perspective of the
Excluded Group and revenue growth from
independent third-party customer, the Company
has set the Annual Cap in 2024 to be
RMB72,000,000, which accounts for approximately
31% of the total estimated revenue in 2024.

Given that the Company's related party
transactions accounted for about 30% in 2020
and 2021, with the addition of new related
parties and extensive clinical research is expected
in the fields of anti-dementia and anti-virus, itis
expected to have a certain degree of increase in
demand of Services from related parties.
However, in order to avoid significant reliance on
related parties, the related party transaction limit
is controlled at below 39% with reference to the
cap set under the 2018 Service Agreement.

The proposed Annual Caps for 2022,2023 and
2024 shall not exceed 39% for each of these
three 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 GEM
Listing Rules in respect of the CCT but not
forecasts or commitment of whatever nature by
the Company.
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In 2018, the Company entered into the 2018
Service Agreement for the provision of Services
to the Connected Customer and its subsidiaries.
As the 2018 Service Agreement expired, the
Company has entered into the New Framework
Service Agreement with Mr. Guo Xia, instead of
the Connected Customer. The main reason for
this change of contracting parties is that the
Company wishes to provide the Services to other
companies controlled by Mr. Guo Xia, namely
Wanquan Jiangsu and Wanquan Xiamen, which
do not belong to the group of the Connected
Customer. The reason why Wanquan Jiangsu and
Wanquan Xiamen were not included in the 2018
Service Agreement was that the two companies
did not have much business in 2018. The Excluded
Groups refer to all affiliated companies other
than the Company controlled by Mr. Guo Xia.

Wanquan Jiangsu is mainly engaged in the research
and development, production and sales of drugs in
the field of anti-dementia. Xienka (rivastigmine
bitartrate tablets) developed by Wanquan Jiangsu
has been successfully launched in 2021, which will
bring good news to the majority of Alzheimer's
patients. The obvious advantage of Xienka over
other drugs for Alzheimer's disease is that
rivastigmine is the only drug in the form of skin
sustained-release patches among the drugs for the
treatment of Alzheimer's disease. It reduces the
inherent gastrointestinal adverse reactions of
cholinesterase inhibitors, and is suitable for those
who cannot tolerate it due to gastrointestinal
reactions. On the other hand, Alzheimer's disease is
a neurodegenerative disease, and patients may be
accompanied by other mental illnesses or behavioral
disorders, the patch is more suitable for such patients
with mental and behavioral symptoms who cannot
cooperate with oral administration. In addition,
rivastigmine tablets have lower drug interactions
and are safer for Alzheimer's patients who require
multiple drug treatments. Therefore, Wanquan
Jiangsu is expected to generate a large amount of
sales and thus requires a large amount of PMS. In
order to improve the understanding and use of the
drug by doctors, patients and their families as soon
as possible, extensive post-marketing clinical research
is required. Under the same conditions, Wanquan
Jiangsu is based on the principles of cost control
and confidentiality, Wanquan Jiangsu plans to entrust
this business to the Company. Mr. Guo Xia is the
chairman and actual controller of Wanquan Jiangsu.
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Wanquan Xiamen is mainly engaged in the research
and development, production and sales of drugs
in the field of anti-viral. The Miikexin developed
by Wanquan Xiamen will be launched in 2022.
The obvious advantage of Mikexin oral liquid as
compared to other drugs for the treatment of
COVID-19 is that oral liquid not only overcomes
the shortcomings of large tablets that cannot be
taken by critically ill patients, the elderly and children,
but also greatly improves the bioavailability of
poorly soluble ritonavir in the human body.
Therefore, Wanquan Xiamen is expected to generate a
large amount of sales and thus requires a large
amount of PMS. In order to allow the majority of
patients and doctors to better use the drug, extensive
post-marketing clinical research is required. Under
the same conditions, Wanquan Xiamen is based
on the principles of cost control and confidentiality,
Wanquan Xiamen plans to entrust this business to
the Company. Mr. Guo Xia is the chairman and
actual controller of Wanquan Xiamen.

Pharmaceutical marketing in China is changing
rapidly, using medical research/medical marketing
and smart internet promotion to replace traditional
relationship marketing.

The Services provided by CHG is primarily
controllable function services based on hospital
units. Depends on the type of products, the
Group designs different sizes of monthly small
projects to be carried out in large number of
hospitals in full or in part. Based on the volume
of Services provided by CHG to third party
customer, the parties to the New Framework
Service Agreement could adjust and reduce the
transaction amount of the Services through
adjusting a.) the number of product using the
Services; b.) the number of hospitals; c.) the
amount of activities in hospitals. Through monthly
control/adjustment, it is feasible to control the
transaction volume and amount of PMS with the
Excluded Group and to ensure that the annual
cap of 39% is not exceeded.

CHG will set up relevant control measures in the
daily operation (please refer to the details in number
2&3 of the control measure), through monthly
effective management adjustment, monitored by
finance department, operation department and
the management, signed and approved by
independent directors.
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Through above control procedures and measures,
with the participation and supervision of
independent directors, through the mutual
understanding reached between the Company
and the Excluded Group, 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 of the Annual Cap in operation.

Pricing Standard for the Individual Transactions

Under the New Framework Service Agreement,
the price of the Services shall be determined
according to the following factors:

(1)The most recent charge rates charged by the
Group to other independent third parties for
similar services.

The formula to calculate the Service fee is as
follow:

Expected sales quantity of products covered by
the Service * market bidding price of each
product * 42.7% (note)

Note: The Service fee rate offered to the Excluded Group,
which is pre-determined at 42.7%, is referenced to the
range of service fee rate offered by the Company to
independent customers which currently ranging from
approximately 14.04% to 42.7%. The basis to determine
the range of service fee rate to independent
customers which was determined after arm's length
negotiation between the Company and independent
customers, taking into a number of factors, mainly
including the indication of drugs and market
competition of similar drugs.

The pricing mechanism and the service fee
calculation formula for the Service is consistent
with that offer to independent customers. As the
service fee rate offered to the Excluded Group is
at the high end of the range of service fee rate to
independent customers, i.e. 42.7%, the Board
believed that the pre-determined service fee rate
under the New Framework Service Agreement is
within the range of and no less favourable than
those offered by the Company to the independent
customers.
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Since most of the drugs selling in the PRC are
sold to patients through hospitals and the
hospitals purchase drugs with reference to
market bidding price. The pharmaceutical
industry usually takes the market bidding price
as the benchmark for the pricing of the drugs.
The Director considered that the market bidding
prices could be referenced as the fair market
price of the drugs. It has been agreed that the
applicable charge rate for the provision of the
Services to the Excluded Groupshall be in line
with but not less than the charge rate for the
provision of the same services to independent
customers of the Group from time to time. Given
(i) the pricing mechanism and the service fee
calculation formula for the Service is consistent
with that offer to independent customers; (ii) the
market bidding price is a fair price as the
benchmark for the pricing of the relevant drugs;
and (iii) the applicable charge rate for the Service
is at the high end of the range of service fee rate
to independent customers, ie. 42.7%, the
Directors considered the pricing of the Service is
fair and reasonable.

(2) Revenue from Services is primarily controlled
by adjusting the service product numbers, and
simultaneously adjusting the hospital numbers
to carry out the service and hospital activities.

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

CHG would provide the service to the Excluded
Group and settle with the Excluded Group at the
month end. If the service is stopped in the
current month, no service fee would be charged
from the Excluded Group. 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.
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After CHG reduces the provision of Services to
the Excluded Group in order to comply with the
Annual Cap, as the Group will continue to
provide the services to third parties customer,
the annual percentage cap would reduce after
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 Annual Cap, the same report
would be verified and signed by the management,
and then the management would submit the
reports to independent director for approval.
With the independent non-executive director
approval, the operation department would
contact the Excluded Group and provide written
notice in advance, and resume the Service since
the next month after receiving confirmation
from the Excluded Group.

MEASURE OF INTERNAL CONTROL

The Company proposes the Annual Cap
(percentage) to total annual revenue for each of
the three years ending 31 December 2024 as
follows:

The Group will take a series of internal control
measures in daily operation, to monitor and
ensure that revenue generated under the New
Framework Service Agreement would not exceed
the Annual Cap (percentage). Annual Cap
(percentage) would be 39% for the year of 2022
to 2024.

(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
New Framework Service Agreement, and are
responsible for counting, supervising and
managing implementation of Annual Cap
percentage for transactions;
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(2) The transaction volume of Service provided
under the New Framework Service Agreement
will be limited by the Annual Cap (percentage).
When the Service Provider formulate the service
plan to be provided to the Excluded Group in
accordance with the New Framework Service
Agreement, the scale and details must be
determined in accordance with the terms of the
New Framework Service Agreement and the
Annual Cap (percentage); and

(3) The finance department of the Company will
randomly conduct supervision and evaluation on
whether Service provided under the New
Framework Service Agreement comply with
Annual Cap (percentage) requirements of the
Service Provider. Particularly, at the year end, the
finance department will estimate, calculate,
testify and confirm that the transactions under
the New Framework 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 ensure both caps for the
CCT will be complied.

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

In summary, considering that the New Framework
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 3st
quarter of 2022. 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 Excluded
Group.
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i) In case the service to independent third parties
could not reach the expected amount, the
Company will reduce the service scale of Services
under the New Framework Service Agreement. In
any case, the Company will ensure that the
Annual Cap (percentage) will not be exceeded.

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

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 New Framework 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
New Framework 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 New Framework 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 New Framework Service
Agreement, the price must be determined in
accordance with the pricing standards as agreed
in the New Framework 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 New Framework Service Agreement
comply with internal control requirements of the
Service Provider.
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Pursuant to the regulation requirement of
medicine distribution, the medicine distribution
(storage, sales and transportation) shall be under
monitory and traceable in every stage. Our
operation department would obtain the
medicine distribution flowchart from each
pharmaceutical dealer and organisation (i.e. the
goods delivery and receipt data, detailed to the
product and sales terminals). Usually, it was able
to collect the complete distribution flow of
previous 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.

The operation department of our Company
would also keep sufficient contact and
communication with the Excluded Group, 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 (dynamic
report). On this basis, our operation department
would discuss with the Excluded Group and
determine the carrying out plan of the Service
projects. The Excluded Group 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 revenue amount under
the New Framework Service Agreement and the
Annual Cap (percentage) of this month and the
forecast of the next three months. (This CCT
actual percentage of current month and the
forecast on the next three months would be
verified by the imanagement at each month.
With their verifying signature, the report would
be submitted to the independent director for
approval.
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When monthly report observes that the actual or
forecasted Annual Cap (percentage)may be close
to or exceed the set Annual Cap (percentage),
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.

2) Actively communicate with the Excluded
Group, to receive the understanding and support
from the Excluded Group, in case that the
monetary Annual Cap or the percentage Annual
Cap is possibly being exceeded, the Company
will give up certain part of Service projects. The
Excluded Group will arrange other third party
service supplier to provide the Service, and will
not pursue the possible responsibility of the
Company.

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 Excluded Group service
revenue, and prepare the dynamic report on the
CCT monetary cap and percentage cap;
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2)The business department of our Company will
keep active and effective communication with
the Excluded Group 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 Excluded Group 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 Excluded Group in
written notice to give up relevant service
projects, and Excluded Group 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 New Framework Service
Agreement will be conducted on normal
commercial terms and not prejudicial to the
interests of the Company and the Shareholders.
At the same time, according to the company's
past operations and future plans, the proportion
of related party transactions is maintained at an
appropriate proportion,and there will be no
dependence on the controlling Shareholder.
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REASONS FOR AND BENEFITS OF THE
CONTINUING CONNECTED TRANSACTION
UNDER THE NEW FRAMEWORK SERVICE
AGREEMENT

As the Excluded Group's business grows, the
Excluded Group's demand for post-market
clinical research, medical research and medical
market services provided by the Company will
increase, thereby contributing to the Company's
sales and profitability. As the relevant continuing
connected transactions are expected to
continue, the Company has entered into the New
Framework Service Agreement. The services
provided by the Service Provider are necessary
for the Excluded Group, the cooperation
between the Company and the Excluded Group
will help the Company to further expand its wide
recognition in this field and improve its
operation in terms of professional skills, which
will provide stability in the Company's revenue,
so the Company and Mr. Guo Xia (including the
Excluded Group) have entered into the New
Framework Service Agreement.

The terms of the New Framework Service
Agreement were determined after arm'’s length
negotiations between the Company and the
Excluded Group. The Directors (including the
independent non-executive Directors) consider
that the New Framework Service Agreement was
entered into in the ordinary and usual course of
business of the Group and is in the interests of
the Company and the Shareholders as a whole,
and that the terms of the New Framework
Service Agreement are on normal commercial
terms and are fair and reasonable.
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As Mr. Guo Xia is deemed to have a material
interest in the New Framework Service
Agreement, he did not participate in the Board's
deliberations on the same (including the fairness
and reasonableness of the New Framework
Service Agreement) and had abstained from
voting on the resolution approving the New
Framework Service Agreement. No transaction
were carried out between the Company and Mr.
Guo Xia, the Excluded Group, the Connected
Customer and all other associates of Mr. William
Xia Guo since 1 January 2022. The Company will
not conduct any transaction with Mr. Guo Xia,
the Excluded Group and the Connected
Customer and all other associates of Mr. William
Xia prior to the obtaining of Independent
Shareholders' approval of the New Framework
Service Agreement.

INFORMATION OF CONNECTED CUSTOMER,
CONNECTED CUSTOMER SHAREHOLDER AND
THE GROUP

As at the Latest Practicable Date, Mr. Guo Xia is
an executive Director and chairman of the
Company, and is also a controlling Shareholder
directly and indirectly holding approximately
72.69% of the entire issued share capital of the
Company. 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.

Details of the Excluded Groups are set out below:
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Wante Hainan is an enterprise mainly engaged in
pharmaceutical production and pharmaceutical
wholesale. Wanquan Xiamen is an enterprise
mainly engaged in the production of tablets,
hard capsules (including Class II psychotropic
drugs), and granules.Wanquan Jiangsu is an
enterprise mainly engaged in the production of
tablets, capsules, granules, powders, soft capsules,
small volume injections, freeze-dried powder
injections, gels, ointments, suppositories, creams
and active pharmaceutical ingredients.

IMPLICATION OF THE NEW FRAMEWORK SERVICE
AGREEMENT UNDER THE GEM LISTING RULES

As at the Latest Practicable Date, Mr. Guo Xia is a
controlling  Shareholder  beneficially owns
approximately 72.69% interest in the entire
issued share capital of the. Accordingly, Mr. Guo
Xia is a connected person of the Company and
the transaction contemplated under the New
Framework Service Agreement constitutes a
continuing connected transaction of the Company
under the GEM Listing Rules.

As the highest applicable percentage ratio for
the Annual Cap is more than 25%,the provision
of services under the New Framework 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 New Framework Service Agreement, the
Continuing Connected Transaction, and the
related proposed Annual Caps at the EGM.

Mr. Guo Xia and his associates are required to
abstain from voting in respect of the resolution(s)
approving the New Framework 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 New Framework Service
Agreement and therefore no other Shareholder
is required to abstain from voting on the
proposed resolution(s) approving the Service
New Framework Agreement and the transactions
contemplated thereunder at the EGM.

28

RE I R o T A B LR A A AL
H426. WP R EEAE R R
BT (58 R EE N BRI S A 2R
HyA3€. BVTHRe R ERLE AR, Bk
Bl CBERCES BOEl BUBSE. /NIRRT
WEC B ETR BEETN. WOR. AT FLET
JEORHEE R AR EE R A3

HRGEM LT R SE BT HE SR IR W 2 8

REEEEATHY, PR ER I BIRR,
Han B A w2 E AT IRA R 72.6990E 2 o
Wi, PRESEAERANFIRIBEAN L, BrER
s Tih e THC N BEEEA T HY 58 3 I I GEML_E T LI
T A R R RA S 5 o

TR AERE | IR B il 1 0 H o a25% , R
BEHHE SRS e b2 B IR B I ¥ GEM_E T 2
20FEPUEHY AR 0 AR RERE B MO 7 BOR
AU RIRUE R o A R AR BRI R & L
HIUHTHE LR 5 ol 45 465 B 18 5 2y M A B s
A B E R SR S B R A AL

FREL G LR S IR N JH A RS B R & Lt
THE T AEE 20 5 Tt e M HL TR T R AT 19 52 5 AR
AR . BR B S, wiA L FFTAL
PR M T, M EARE B T B, B A
B SR S HE RAR 25t 1 AT B K 2, AU
ARE L i B ST ZE A A ik TRt S A B 15 S AE SR
%@ﬁ@iﬂ@%ﬁ%%%%%&ﬁﬁ?%ﬁ
(R E



LETTER FROM THE BOARD
EHERN

EGM

A notice of convening the EGM to be held at
Building 17, Jianwai SOHO, Chaoyang District,
Beijing, China, at 10:00 a.m. on 12 July 2022 is set
out on pages 66 to 68 of this circular.

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 54, 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
31 to 32 of this circular; and (ii) the letter from
the Independent Financial Adviser to the
Independent Board Committee and Independent
Shareholders in connection with the New
Framework Service Agreement and the principal
factors and reasons considered by them in
arriving such advice set out on pages 33 to 59 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 New
Framework 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 New Framework
Service Agreement and the transactions
contemplated thereunder.
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LETTER FROM THE BOARD
EHERN

FURTHER INFORMATION HAibkl

Your attention is drawn to the additional  #EERE T FelE A AR R TR ZHINE KL,
information set out in the appendix to this

circular.
Yours faithfully, REHFEG
For and on behalf of the Board FEBEREEERAF
China Health Group Inc. HE
William Xia GUO FJE
Chairman
Hong Kong, 24 June 2022 T, BTN H A UH
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LETTER FROM THE INDEPENDENT BOARD COMMITTEE
By EEZRGEMNT

The following is the text of the letter of recommendations,
prepared for the purpose of incorporation in the dirculay
from the Independent Board Committee to the
Independent Shareholders regarding the terms of the
Service Agreement and the transactions contemplated
thereunder and the Annual Caps.

e

LU 25 v 5 4 75 A A P SRR B
LI 2 5 B v A 2
2 LU A i

CHINA HEALTH GROUP INC.
FEERSEAFTRAA

(Carrying on business in Hong Kong as “B&BE£E" )
(U [ BEeBEEE | 2BEEBLEED)
(Incorporated in the Cayman Islands with limited liability)
HREHEHESTMRELZHRLAE
(Stock Code: 08225)
(B 5%: 08225)

24 June 2022

CONTINUING CONNECTED TRANSACTION

Dear Sir or Madam,

We refer to the circular of the Company to
the Shareholders dated 24 June 2022 (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 New Framework Service Agreement and
the transactions contemplated thereunder are
fair and reasonable so 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
By EEZRGEMNT

We wish to draw your attention to the letter of
advice from the Independent Financial Adviser as
set out on pages 33 to 59 of the Circular and the
letter from the Board as set out on pages 04 to
30 of the Circular.

Having considered the opinion of the
Independent Financial Adviser as set out in its
letter of advise, we are of the view that the terms
of the New Framework Service Agreement and
the transactions contemplated thereunder on
normal commercial terms and are fair and
reasonable in so far as the Company and the
Independent Shareholders are concerned, and
the New Framework Service Agreement was
entered into in the usual and ordinary course of
business of the Group, and in the interests of the
Company and the Shareholders as a whole.

Accordingly, we recommend the Independent
Shareholders to vote in favour of the ordinary
resolutions proposed to approve the New
Framework Service Agreement and the
transactions contemplated thereunder.
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ours faithfully, Rk
For and on behalf of W E SRR
The Independent Board Committee of F ] B A [
China Health Group Inc.
Mr. Rui QIU Dr. Bin Hui Ni Mr. Ling ZHEN
Independent Independent Independent

non-executive Director

non-executive Director

non-executive Director
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LETTER FROM THE INDEPENDENT FINANCIAL ADVISER
B B R R

The following is the full text of a letter of advice
from Rainbow Capital (HK) Limited, the independent
financial adviser to the Independent Board
Committee and the Independent Shareholders,
which has been prepared for the purpose of
inclusion in this circular.

LUF 2 7 5 2 B Mg 7 R 1 i B T
[HITE T AT R 23 Rl 25 A AN 208 PR T 7 52
it

RAINBOW.

RAINBOW CAPITAL (HK) LIMITED

w8 & x &

Rainbow Capital (HK) Limited

24 June 2022

To the Independent Board Committee and the
Independent Shareholders

China Health Group Inc.
Building 17, Jianwai SOHO
Chaoyang District, Beijing
China

Dear Sir or Madam,

CONTINUING CONNECTED TRANSACTIONS:
NEW FRAMEWORK SERVICE AGREEMENT
INTRODUCTION

We refer to our appointment as the independent
financial adviser to the Independent Board
Committee and the Independent Shareholders in
respect of the New Framework Service Agreement
(including the Annual Caps) and the transactions
contemplated thereunder, details of which are set
out in the “Letter from the Board” (the “Letter
from the Board” ) contained in the circular issued
by the Company to the Shareholders dated 24
June 2022 (the “Circular” ), of which this letter
forms part. Unless the context otherwise requires,
capitalised terms used in this letter shall have the
same meanings as those defined in the Circular.
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LETTER FROM THE INDEPENDENT FINANCIAL ADVISER
B B R R

Reference is made to the announcements issued
by the Company dated 20 November 2018, 27
December 2018, 23 September 2019 and 29
November 2019 in relation to the 2018 Service
Agreement and the supplementary agreements.

Pursuant to the 2018 Service Agreement, the
Group provided the Services to the Connected
Customer, a company controlled by Mr. Guo Xia,
and its subsidiaries. The 2018 Service Agreement
expired on 31 December 2021. Since the Group
expects to continue to provide the Services to
other companies controlled by Mr. Guo Xia, on 11
May 2022, the Company entered into the New
Framework Service Agreement with Mr. Guo Xia,
pursuant to which the Group will provide the
Services to the Excluded Group controlled by
Mr. Guo Xia. The New Framework Service Agreement
will be effective from the date of the New
Framework Service Agreement to 31 December
2024 subject to the satisfaction of the conditions
therein.

As at the Latest Practicable Date, Mr. Guo Xia
holds approximately 72.69% of the total issued
share capital of the Company and therefore Mr.
Guo Xia is a controlling Shareholder. As such, Mr.
Guo Xia and his associates are connected persons
of the Company under Chapter 20 of the GEM
Listing Rules. Therefore, the transactions
contemplated under the New Framework Service
Agreement constitute a continuing connected
transaction of the Company under Chapter 20 of
the Listing Rules, and is subject to reporting,
announcement, annual review and Independent
Shareholders' approval requirements.

In view of Mr. Guo Xia's interests in the New
Framework Service Agreement, Mr. Guo Xia
and/or his associates are required to abstain and
shall abstain from voting on the ordinary
resolution to be proposed at the EGM to approve the
New Framework Service Agreement (including the
Annual Caps) and the transactions contemplated
thereunder.
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LETTER FROM THE INDEPENDENT FINANCIAL ADVISER
B B R R

The Independent Board Committee, comprising
all independent non-executive Directors, namely
Mr. Qiu Rui, Dr. Ni Bin Hui and Mr. Zhen Ling, has
been formed to advise the Independent Shareholders in
respect of the New Framework Service
Agreement (including the Annual Cap) and the
transactions contemplated thereunder. We, Rainbow
Capital, have been appointed as the Independent
Financial Adviser to advise the Independent Board
Committee and the Independent Shareholders in
this regard.

As at the Latest Practicable Date, we did not have
any relationships or interests with the Group and
Mr. Guo Xia that could reasonably be regarded as
relevant to our independence. In the past two
years, there was no engagement between the
Group or Mr. Guo Xia and us. Apart from normal
professional fees paid or payable to us in
connection with this appointment as the
Independent Financial Adviser, no arrangements
exist whereby we had received any fees or
benefits from the Group or any other party to the
New Framework Service Agreement. Accordingly,
we are qualified to give independent advice in
respect of the New Framework Service Agreement
(including the Annual Caps) and the transactions
contemplated thereunder.
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LETTER FROM THE INDEPENDENT FINANCIAL ADVISER
B B R R

BASIS OF OUR OPINION

In formulating our opinion and advice, we have
relied on (i) the information and facts contained
or referred to in the Circular; (ii) the information
supplied by the Group and its advisers; (iii) the
opinions expressed by and the representations of
the Directors and the management of the Group;
and (iv) our review of the relevant public
information. We have assumed that all the information
provided and representations and opinions
expressed to us or contained or referred to in the
Circular were true, accurate and complete in all
respects as at the date thereof and may be relied
upon. We have also assumed that all statements
contained and representations made or referred
to in the Circular are true at the time they were
made and continue to be true as at the Latest
Practicable Date and all such statements of belief,
opinions and intentions of the Directors and the
management of the Group and those as set out or
referred to in the Circular were reasonably made
after due and careful enquiry. We have no reason
to doubt the truth, accuracy and completeness of
the information and representations provided to
us by the Directors and the management of the
Group. We have also sought and received
confirmation from the Directors that no material
facts have been withheld or omitted from the
information provided and referred to in the
Circular and that all information or representations
provided to us by the Directors and the management
of the Group are true, accurate, complete and not
misleading in all respects at the time they were
made and continued to be so until the date of the
Circular.

We consider that we have reviewed sufficient
information currently available to reach an
informed view and to justify our reliance on the
accuracy of the information contained in the
Circular so as to provide a reasonable basis for
our recommendation. We have not, however,
carried out any independent verification of the
information provided, representations made or
opinion expressed by the Directors and the
management of the Group, nor have we conducted
any form of in-depth investigation into the
business, affairs, operations, financial position or
future prospects of the Group, or any of its
respective substantial shareholders, subsidiaries
or associates.
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LETTER FROM THE INDEPENDENT FINANCIAL ADVISER
B B R

PRINCIPAL FACTORS AND REASONS CONSIDERED

In arriving at our opinion and recommendation
on the terms of the New Framework Service
Agreement (including the Annual Caps), we have
taken into account the principal factors and
reasons set out below:

1. Background to and reasons for the New
Framework Service Agreement

(i) The Group

The Company is principally engaged in the
provision of comprehensive medical services,
including clinical research services, post-market
clinical research services, medical research
services, medical marketing services, and hospital
management services.

Set out below are certain financial information of
the Group for the years ended 31 December 2020
and 2021, and the three months ended 31 March
2021 and 2022 as extracted from the annual
report of the Company for the year ended 31
December 2021 (the “2021 Annual Report” )
and the first quarterly report for the three months
ended 31 March 2022 (the “2022 1st Quarterly
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Report” ), respectively.
For the three months ended  For the three months ended  For the year ended For the year ended
31 March 2022 31 March 2021 31 December 2021 31 December 2020
WEF O FEA ME_F—F=H BEE T4 [ e e S
= HIE=MEA == A +ZHA=+—H +ZHA=+—H
RMB'000 RMB'000 RMB'000 RMB'000
(unaudited) (unaudited) (audited) (audited
ARMTIE ARMFIE ARMFIE ARMFIT
CRENTT) CRZRT) (&HIh) (&)
Revenue
A 14,151 26,226 83,601 83,063
Profit from operations
THUE R 8,449 15,317 42,518 55,374
Gain on disposal of subsidiaries
JEE T A AR - - 18 15,585
Profit for the year/period
G SRR 7,289 13,183 36,325 60,650
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LETTER FROM THE INDEPENDENT FINANCIAL ADVISER
B B R

Revenue of the Group was relatively stable for the
years ended 31 December 2020 and 2021 at
approximately RMB83.1 million and RMB83.6 million
respectively. During the year ended 31 December
2020, the Group generated approximately 98.74% of
its revenue from the provision of post-marketing
research and academic extension services, and only a
minority part of revenue was generated from the
provision of contractual clinical research services and
the provision of contracted pharmaceutical development
services, both of which ceased to generate revenue
to the Group during the year ended 31 December
2021. However, profit for the year decreased from
approximately RMB60.7 million to approximately
RMB 36.3 million, which was mainly due to a gain on
disposal of subsidiaries of approximately RMB15.6
million in 2020 and the Group incurred expenses
relating to the proposed transfer from GEM to main
board of the Stock Exchange.

According the 2021 Annual Report, the Group made
significant progress in the research and development
of specific anti-COVID-19 medicine. Venturepharm,
an affiliated enterprise of the Group, is the only
company that owns both the raw materials and
manufacturing capacity of Ritonavir, which has an
inhibitory effect on the coronavirus, and Maikexin (&
AJRR) is the only Ritonavir oral liquid approved in the
PRC. As the epidemic is expected to coexist with
human beings for a long period of time, the Group is
expected to continue to benefit from this health
defense battle.

For the three months ended 31 March 2022, revenue
of the Group amounted to approximately RMB14.2
million, representing a decrease of approximately
46.0% as compared to the corresponding period in
the prior year. Due to the decrease in revenue, profit
for the period also decreased by approximately
447% from approximately RMB13.2 million to
approximately RMB7.3 million.
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LETTER FROM THE INDEPENDENT FINANCIAL ADVISER
B B R R

(i) Mr. Guo Xia and the Excluded Group

According to the Letter from the Board, the Excluded
Group includes Wante Hainan, Wanquan Xiamen and
Wanquan Jiangsu, all of which are engaged in the
business of pharmaceutical production and sales.
Wante Hainan is an enterprise mainly engaged in
pharmaceutical production and pharmaceutical
wholesale. Wanquan Xiamen is an enterprise mainly
engaged in the production of tablets, hard capsules
(including Class I psychotropic drugs), and granules.
Wanquan Jiangsu is an enterprise mainly engaged in
the production of tablets, capsules, granules,
powders, soft capsules, small volume injections,
freeze-dried powder injections, gels, ointments,
suppositories, creams and active pharmaceutical
ingredients.

Mr. Guo Xia is the chairman of each of the companies
in the Excluded Group. The main products of the
Excluded Group includes, among others, (i) Maikexin (
IEAJRR), the only Ritonavir oral liquid approved in the
PRC for treating COVID-19; (i) Xienka (E&EF), a
medicine for treating Alzheimer's disease; and (iii)
Yueting (I%=), a medicine that can reduce the death
rate of the smoking COVID-19 patients and prevent
depression and allergic reactions caused by
COVID-19.

(iii) Reasons for and benefits of entering into the New
Framework Service Agreement

According to the Guiding principles on post launch
market research on pharmaceutical products (draft)*
e FivRERREREERE (F39) (the "Guide” )
issued by China Food and Drug Administration (E23
BREDEESEIRES) in 2019, it is advised that all
drugs should conduct post launch market research
after launch. Hence, the Company and the Connected
Customer entered into the 2018 Service Agreement
pursuant to which the Company agreed to provide
the Services through the Service Provider in
compliance with the Guide. The Services included, but
not limited to (i) post market clinical research services;
(i) medical research services;, and (iii) the medical
market services (collectively the “PMS" ).
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LETTER FROM THE INDEPENDENT FINANCIAL ADVISER
B B R

PMS are regular services the Company provides to
its customers in its ordinary and usual course of
business, and the occasions/arrangements of
providing such services are subject to customer
demand. Post market clinical research services refers
to pharmacovigilance research, which is process of
monitoring and evaluating any adverse drug
reaction or effects of medical drugs after the drugs
have been launched, especially for focused
population such as child and pregnant women.
Medical market services refers to marketing related
services with clinical expertise which include from
offline marketing such as brochures, flyers and
workshops, to online marketing such as informative
blog, website content writing, e-newsletter and
live-streaming by doctors, etc. Medical science
services refers to medical study and research
services such as launching medical conferences,
clinical and experimental data analysis which
includes  collecting, tracking, verifying and
organizing patient records and other medical
documents, examining patient medical histories and
spotting issues as well as developing expert witness
testimony The types of products that are covered by
the Services includes the main products as
mentioned in the above and other medicines
treating allergy, central nervous system, addiction
and psychiatric disorders.

As the 2018 Service Agreement expired and it is
intended that the products of the Excluded Group
will also require the Services, the the Company
entered into the New Framework Service
Agreement with Mr. Guo Xia on 11 May 2022,
pursuant to which the Group will provide the
Services to the Excluded Groups controlled by Mr.
Guo Xia. The contracting party changed since the
Company wishes to provide the Services to other
companies controlled by Mr. Guo Xia, namely
Wanquan Jiangsu and Wanquan Xiamen, which do
not belong to the group of the Connected Customer
and those companies did not have much business in
2018 when the 2018 Service Agreement was
entered. As the Excluded Group's business grows,
the Excluded Group's demand for post-market
clinical research, medical research and medical
market services provided by the Company will
increase, thereby contributing to the Company's
sales and profitability. The Services provided by the
Service Provider are necessary for the Excluded
Group, the cooperation between the Company and
the Excluded Group will help the Company to
further expand its wide recognition in this field and
improve its operation in terms of professional skills,
which will provide stability in the Company's
revenue.
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LETTER FROM THE INDEPENDENT FINANCIAL ADVISER
B B R R

As stated in the sub-section headed “1. Background
to and reasons for the New Framework Service
Agreement — (i) The Group” , the Group generated all
its revenue from the provision of post-marketing
research and academic extension services for the year
ended 31 December 2021. As advised by the
management of the Group, for the years ended 31
December 2020 and 2021, revenue generated from
provision of PMS services to related parties customers
amounted to approximately RMB27.6 million and
RMB25.4 million, representing approximately 33.6%
and 304% of total PMS segment revenue for the
respective year. The provision of the Services to
related parties formed a significant part of the
revenue stream of the Group. Further, as the Services
will be the provided to the Excluded Group at a price
being the same or no less than those provides to
independent third parties, we concur with the
Directors that the entering into of the New
Framework Service Agreement will provide stable
revenue to the Group and is in the interest of the
Company and the Shareholders as a whole.

2. Principal terms of the New Framework Service
Agreement

The major terms of the New Framework Service
Agreement are set out as follows:

Date: 11 May 2022

Contracting The Company and Mr. Guo Xia (including the

Party: Excluded Group)
For the avoidance of doubt, the Excluded
Group are not the contracting parties under
the New Framework Service Agreement. The
Excluded Group includes Wante Hainan,
Wangquan Xiamen, and Wanquan Jiangsu.

Excluded  Companies controlled by Mr. Guo Xia includes

Group: Wante Pharmaceutical (Hainan) Co., Ltd,
Wanquan Wante Pharmaceutical (Xiamen) Co.,
Ltd. and Wanquan Wante Pharmaceutical
Jiangsu Co,, Ltd.

Validity From the date of the New Framework Service

Period: Agreement to 31 December 2024

Subject The Company will provide post-marketing

Matter: clinical research, medical research and medical

market services to the Excluded Group.
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Pursuant to the New Framework Service Agreement,
the Company agreed to provide Services to the
Excluded Group through the Service Provider. The
Services include post market surveillance, medical
sciences services and medical market service
(collectively the PMS). The PMS are regular services
the Company provides to its customers in ordinary
and usual course of business, and the
occasions/arrangement of providing such services
are subject to customer demand.

Post market surveillance refers to pharmacovigilance
research which is the process of monitoring and
evaluating any adverse drug reaction or effects of
medical drugs after the drugs have been launched,
especially for focused population such as child and
pregnancy women.

Medical marketing service refers to marketing
related services with clinical expertise which include
from offline marketing such as brochures, flyers and
workshops, to online marketing such as informative
blog, website content writing, E-newsletter and
live-streaming by doctors, etc.

Medical science service refers to medical study and
research services such as launching medical
conferences, clinical and experimental data analysis
which includes collecting, tracking, verifying and
organizing patient records and other medical
documents, examining patient medical histories
and spotting issues as well as developing expert
witness testimony.

The Service Provider provides the above services,
namely post market surveillance, medical science
service and medical marketing service through its
relevant affiliated companies in the PRC and shall
provide periodic report which summarise the works
performed under each post market surveillance
service, medical marketing service and medical
science service during the reporting period in
accordance with the format requested by the
Excluded Group.

In order to facilitate the Service, the Excluded Group
agree to provide assistance to the Company,
including but not limited to (i) assigning product
managers to train the related staff of the Company;
(ii) providing full product information and other
related information; and (iii) any kind of assistance
that the Excluded Group considers appropriate.
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After undertaking a specific project, the company
will invest 10-20 professionals to provide the
Services as detailed in the above. The first stage of
the Services includes data collection of the
relevant medical drugs by meeting with expert
and patient using that medical drug. The data
collected will be put into a big data software for
system analysis. Based on the analyzed data, the
Service Provider will issue clinical research reports,
data analysis reports and market promotion
summary reports to the Excluded Group. Before
providing the reports, the Service Provider will
ensures the authenticity, accuracy, and completeness
of the data, as well as the appropriateness of the
analysis method. The main purpose of the reports
provided is to enhance patients' and doctors'
awareness of medicines and to take medicines
accurately, and the Group will also use these
reports for the marketing, promotion and sales of
the medicines drugs.

The prices provided by the Company to the Excluded
Group for the provision of post-marketing clinical
research, medical research and medical market
services are determined after taking into account
the most recent charge rates charged by the
Group for the similar services provided to
independent third party customers.

The formula to calculate the Service fee is as
follow:

Expected sales quantity of products covered by
the Service * market bidding price of each product
* Service fee rate of 42.7% (note)

Note: The Service fee rate offered to the Excluded Group,
which is pre-determined at 42.7%, is referenced to the
range of service fee rate offered by the Company to
independent customers which currently ranging from
approximately 14.04% to 42.7%. The basis to determine
the range of service fee rate to independent customers
was determined after arm’s length negotiation between
the Company and independent customers, taking into a
number of factors, mainly including the indication of
drugs and market competition of similar drugs.

The pricing mechanism and the service fee calculation
formula for the Service is consistent with that offer
to independent customers. As the service fee rate
offered to the Excluded Group is at the high end of
the range of service fee rate to independent
customers, i.e. 42.7%, the Board believed that the
pre-determined service fee rate under the New
Framework Service Agreement is within the range
of and no less favourable than those offered by
the Company to the independent customers.
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Since most of the drugs selling in the PRC are sold
to patients through hospitals and the hospitals
purchase drugs with reference to market bidding
price. The pharmaceutical industry usually takes the
market bidding price as the benchmark for the
pricing of the drugs. The Director considered that
the market bidding prices could be referenced as
the fair market price of the drugs. It has been
agreed that the applicable charge rate for the
provision of the Services to the Excluded Group
shall be in line with but not less than the charge rate
for the provision of the same services to
independent customers of the Group from time to
time. Given (i) the pricing mechanism and the
service fee calculation formula for the Service is
consistent with that offer to independent
customers; (i) the market bidding price is a fair price
as the benchmark for the pricing of the relevant
drugs; and (iii) the applicable charge rate for the
Service is at the high end of the range of service fee
rate to independent customers, ie. 42.7%, the
Directors considered the pricing of the Service is fair
and reasonable.

As illustrated in the above, the prices of the
Services provided by the Company to the
Excluded Group will be determined after taking
into account the most recent charge rates
charged by the Group for the similar services
provided to independent third party customer,
and in any event the price provides to the
Excluded Group will not be lower than the pricing
for the same services provided to independent
third parties.
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As advised by the management of the Group, the
service fee will be calculated as follow: expected
sales quantity of products covered by the
Services * market bidding price of each product *
service fee rate. The pricing mechanism and the
service fee calculation formula for the Services is
consistent with that offer to independent
customers. The market bidding prices represented
the price of drugs which is determined by the
relevant government departments through
organizing the public bidding of drug
procurement in certain provinces and it is mainly
used in hospital procurement. Since most of the
drugs selling in the PRC are sold to patients
through hospitals and the hospitals purchase
drugs with reference to market bidding price, the
pharmaceutical industry usually takes the market
bidding price as the benchmark for the pricing of
the drugs. In this regard, we have obtained and
reviewed two contracts selected on random basis
entered into between the Group and (i)
connected customers; and (i) independent
customers for each of the year ended 31
December 2019, 2020 and 2021, and the internal
calculation documents in respect of the
determination of the service fees which showed,
among others, the name and specification of the
drugs, expected sales quantity of the drugs and
the calculation of the Service fees in respect of
each of the medical drugs, and noted that the
service fee were calculated using the above basis
with the charge rate being 42.7%, and the charge
rate provided to the independent customer are
no less favourable than those provide to the
connected customers.

In view of (i) the pricing mechanism and the
service fee calculation formula for the Service is
consistent with that offer to independent
customers; (ii) the market bidding price is
determined by the relevant government
departments through public bidding; and (iii) the
price provides to the Excluded Group will not be
lower than the pricing for the same services
provided to independent third parties , we
concur with the Directors that the pricing of the
Services is fair and reasonable.
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3. Internal control policies of the Group

As stated in the Letter from the Board, internal
control policies have been in place to ensure the
transactions under the New Framework Service
Agreement are entered into on normal commercial
terms, are fair and reasonable and are no better
than the terms provided by the Company to
independent third parties. Details of the internal
control policies are set out in the Letter from the
Board.

We have obtained and reviewed the connected
transaction guidelines of the Company which
stipulate the procedures to be complied with in
conducting connected transactions (the “Guideline” )
and reviewed the pricing standard under the
Guideline. Pursuant to the Guideline, it is noted
that (i) before entering into contracts with related
parties, the operation department shall check
with the finance department on the terms and
price for Services provided to independent customers
or if similar transactions were not available, the
market price for similar services; (ii) the finance
department will conduct monthly random check on
the price of the Services provided to the connected
customers and compare the price provided to
independent customers, to ensure the price offered
to the connected customers are no less than those
provides to independent customers; and (iii) the
auditors of the Company and the independent
non-executive Directors shall conduct annual
review of the transactions for the Services to ensure
the price of the Services were provided in accordance
with the Guideline. In this relation, we have obtained
(i) the Services fee calculation report issued to
the finance department; (ii) the correspondence
between the operation department and the
finance department in relation to the review and
approval of the price for Services; (iii) the control
report of the finance department on the comparison
of the Service fee rate charged to connected
customers and the independent customers; and
(iv) the confirmation letter issued by the auditors
of the Company in relation to continuing connected
transactions of the Company for the year ended
31 December 2021 which stated that, among others,
nothing has come into their attention that causes
them to believe the transactions were not entered
into, in all material respects, in accordance with
the 2018 Service Agreement. As such, we consider
that the Company has generally followed the
Guideline for the 2018 Service Agreement.
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As such, the Directors consider and we concur
that the above internal control procedures and
measures adopted by the Group are appropriate
and sufficient, and that the procedures and
measures give assurance to the Independent
Shareholders that the transactions contemplated
under the New Framework Service Agreement

will be appropriately monitored by the Company.

4. The Annual Caps

Set out below are the historical transaction
amounts for the years ended 31 December 2019,
2020 and 2021, and the proposed Annual Caps

Wik, el HE RS AR B R 1 ik
P B LI 48 0 3 M e oY, T
Fr KA E@ﬁﬁ%jﬁx%%{é‘ FHE SRR 1

T ’J’\E’%EE/\T%””WEO
4. FF FR
UNAHZE " —NWF+_H=+—H. _=%

CEREF A= HMT

a—i,_.

O U

—HF T TH=

T HIRFERRL S B, DR %

for the years ending 31 December 2022, 2023 ::ﬂ‘i\ TR T SRR A Y AR R AR R
and 2024: e B IR
Year ended Year ended Year ended
31 December 2019 31 December 2020 31 December 2021
BEZEJUE [ e e wWE o
+=A=t—H +TZA=1t—H +TZA=1+—H
RMB'000 RMB'000 RMB'000
PN TH ANRATIC UNENTRTH
Historical transaction amount under the 2018 Service Agreement
RS PR LS5 SR 14,528 27,587 25413

Annual cap for
year ending 31

Annual cap for
year ending 31

Annual cap for
year ending 31

December 2022 December 2023 December 2024
WE_F T4 T — BAETF TP
+ZH=1—H +ZHA=1t—H += H + H
AEJE R SERE R AR R
RMB'000 RMB'000 RMB'000
ARHTIC ARMTIT ANRHTIC
Annual Caps under the New Framework Service Agreement
b e >0,000 60,000 72,000

As advised by the management of the Company,
in determining the above Annual Caps, the
Directors have considered:

(i) the historical information on the actual
transaction amount for Services under the 2018
Service Agreement;
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(ii) due to the recent overall economic slowdown,
the Company revised the expected demand and
sales forecast of related parties out of prudence.
With reference to the growth rate on the China
online healthcare inquiry & diagnosis market,
Chinese healthcare big data market and
real-world study (RWS) market as illustrated in
an industry report issued by Frost & Sullivan, the
expected growth rate of the Services revenue
would be no less than 45% from 2020 to 2025.
However, due to the economic slowdown, the
expected growth rate on the overall Services
revenue is revised to be lowered to 40%;

(iif) the Company's expected revenue increase
based on the increase in revenue from independent
customers;

(iv) two new related parties under the Excluded
Group being, Wanquan Xiamen and Wanquan
Jiangsu, are added, and the transaction volume
with each of the two related parties is expected
to be RMB 10,000,000 respectively. Wanquan
Xiamen is mainly engaged in the research and
development, production and sales of antiviral
drugs, and Wanquan Jiangsu is mainly engaged
in the research and development, production
and sales of anti-dementia drugs. The market
demand for these two drugs are expected to be
relatively high. Wanquan Xiamen is expected to
sell 40,000 bottles of the antiviral drugs in 2022.
Based on the unit price of RMB2,800, the sales
amount of Wanquan Xiamen on this drug can
reach RMB112,000,000. Based on industry norm,
pharmaceutical companies typically invest 10%
of the sales on PMS, and hence the estimated
transaction amount for the Services is
RMB11,200,000. Wanquan Jiangsu is expected to
sell 350,000 bottles of the anti-dementia drugs in
2022. Calculated at a unit price of RMB299, the
sales amount of Wanquan Jiangsu on this drug
can reach RMB104,650,000, and the estimated
transaction amount for the Services is
RMB10,465,000;
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(v) the original related parties launched new
drugs to the market, which is expected to
increase the transaction volume. The aripiprazole
oral liquid antipsychotic drug produced by
Wante Hainan, its basic role is to treat
schizophrenia, as well as psychotic symptoms,
such as certain hallucinations or paranoid
thinking activities, etc. Affected by different
factors, there are different degrees of mental
illness in modern society. As a drug for the
treatment of schizophrenia, the Company noted
that their competing companies selling similar
drugs had generated revenue of over tens of
billions in 2021, as such the Company expects
the sales amount of Wante Hainan on this drug
can reach RMB500,000,000, and the estimated
transaction amount for the Services will reach
RMB50,000,000 in 2022;

(vi) with reference to the growth rate on the
China online healthcare inquiry & diagnosis
market, Chinese healthcare big data market and
real-world study (RWS) market as illustrated in
the Frost & Sullivan report, the investment in
clinical research is expected to increase by 20%
annually; and

(vii) with reference to the fact that the proportion
of related party transactions in 2020 and 2021
was above 30%, and two new related parties
were added in 2022, the parties agree that the
annual caps for the continuing connected
transactions in FY2022, FY2023 and FY2024 shall
not exceed 39% of the Company's total revenue
for the year.
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The Company does not consider there is material
reliance on the substantial shareholder, Mr. Guo Xia,
under the New Framework Service Agreement. Mr.
Guo Xia is the founder of the Group and a controlling
Shareholder. Apart from the Group, he is the
chairman and actual controller of Wante Hainan,
Wanquan Xiamen and Wanquan Jiangsu. As the
Services involved the exchange of sensitive
information including specification of the medical
drugs, the provision of the Services generally requires
stable and reliable business relationship between the
pharmaceutical company and the provider of the
Services to control the cost and preserve
confidentiality. As such, the provision of Services
generally involved prolonged and close cooperation
with the business partner and such relationship is
inter-dependent, and in line with the market norm. In
this regard, we noted that the Group has been
providing the Services to associated companies of
Mr. Guo Xia since 2016 and the business relationship
has been stable throughout the years. Given the
inter-dependent nature, it is also unlikely that the
business relationship with the Excluded Group will be
terminated or there be material adverse change on
the business relationship. We have further enquired
into the Company on the duration of business
relationship between the Company and its other
third party customers, and were advised that the
Company had commenced business relationship
with its top five third party major customers for the
year ended 31 December 2021 from no later than
2017. In addition, we noted from the prospectus of
Medlive Technology Co., Ltd. (stock code: 2192, a
company principally engaged in medical market
solution services which is similar to the PMS services
of the Group) dated 30 June 2021 that the company
commenced business relationship with all its major
customers from no later than 2014. Based on the
above, we concur with the Directors that it is
common for PMS service provider to maintain long
term business relationship with their pharmaceutical
company clients. Nevertheless, to demonstrate there
is no material reliance on the connected parties, the
Company intends to set an annual cap of 39% from
2022 to 2024 for the transactions under the New
Framework Service Agreement. The 39% cap
represented less than half of the Group's revenue,
and was made with reference to the previous cap,
and the expected income to be generated from
independent third party customers, with a view to
ensure that the Group will not have excessive reliance
on the controlling Shareholder.
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Further, the Company has (i) estimated on
service revenue to be received from third party
customers in 2022; (ii) conducted relevant
research on the market and products and
considered the development of the market, in
arriving the Annual Caps. According to an
industry report issued by Frost and Sullivan, the
China online healthcare inquiry & diagnosis
market, Chinese healthcare big data market and
real-world study (RWS) market, being the PMS
fields the Group principally engaged in, are all
expected to record compound annual growth
rate of no less than 45% from 2020 to 2025.
Although the historical Services revenue
generated from the Connected Customer for the
year ended 31 December 2020 and 2021 were
approximately RMB27.6 million and RMB25.4
million respectively, the Services revenue from
the Excluded Group is expected to be
significantly higher. Since two new related
parties are newly added under the New
Framework Services Agreement (Wanquan
Xiamen and Wangquan Jiangsu), and each of
Wanquan Xiamen and Wangquan Jiangsu is
estimated to additionally contribute Services
revenue of RMB10,000,000 due to their launch of
flagship product. At the same time, the original
related party Wante Hainan, a subsidiary of the
Connected Customer also has new drugs on the
market, and the market demand for PMS is huge
based on the estimated growth rate as illustrated
from the Frost and Sullivan report. On the
prudent assumption that the Services revenue
from the original related party remain constant
at approximately RMB25.4 million for the year
ending 31 December 2022, and the Service
revenue to be generated from the two new
related party to be RMB10 million, the expected
Services revenue for the year ending 31
December 2022 is expected to be at least
RMB45.4 million.
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The Company has also estimated the expected
Services revenue from the Excluded Group as a
proportion of the estimated revenue generated from
independent third-party customer. Based on the
historical amount of revenue generated from
independent third-party customer in 2021 of
approximately RMB58,188000 and a prudent
estimated growth rate of PMS market of 40% with
reference to the estimated growth rate as illustrated
from the Frost and Sullivan report, the independent
third-party customer service revenue in 2022 is
estimated to be approximately RMB81,462,000. The
Company considers such revenue growth estimation
to be accurate since the Group had experience
significant increase in demand of Services from
independent  third-party customer since the
beginning of 2022. During the three months ended
31 March 2022, the Group recorded Services revenue
of RMB21,151,000 from independent third-party
customer, about the same as last year. As it is
estimated that the portion of Services revenue from
the Excluded Group shall not exceed 39% of the total
revenue of the Group, the estimated Services revenue
from the Excluded Group would be no more than
approximately RMB52,082,000. Given the above
estimations from both the perspective of the
Excluded Group and revenue growth from
independent third-party customer, the Company has
set the Annual Cap in 2022 to be RMB50,000,000,
which accounts for approximately 38% of the total
estimated revenue in 2022.

For the Annual Caps for the year ending 31 December
2023 and 2024, similar basis were adopted. Based on
the estimated amount of revenue generated from
independent third-party customer in 2022 of
approximately RMB81,462,000 and the estimated
growth rate of 40% with reference to the estimated
growth rate as illustrated from the Frost and Sullivan
report, the independent third-party customer service
revenue in 2023 is estimated to be approximately
RMB114,047,000. As it is estimated that the portion of
Services revenue from the Excluded Group shall not
exceed 39% of the total revenue of the Group, the
estimated Services revenue from the Excluded Group
would be no more than approximately
RMB72,915,000. On the other hand, the Service
revenue from Excluded Group has also been
estimated based on the 20% growth on the Annual
Cap of 2022, which amounted to RMB50,000,000.
Given the above estimations from both the
perspective of the Excluded Group and revenue
growth from independent third-party customer, the
Company has set the Annual Cap in 2023 to be
RMB60,000,000, which accounts for approximately
34% of the total estimated revenue in 2023.
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The 2024 Annual Cap is estimated using the
same basis as the 2023 Annual Cap. Based on the
estimated amount of revenue generated from
independent third-party customer in 2023 of
approximately RMB114,047,000 and the estimated
growth rate of 40% with reference to the
estimated growth rate as illustrated from the
Frost and Sullivan report, the independent
third-party customer service revenue in 2024 is
estimated to be approximately RMB159,666,000.
As it is estimated that the portion of Services
revenue from the Excluded Group shall not
exceed 39% of the total revenue of the Group,
the estimated Services revenue from the
Excluded Group would be no more than
approximately RMB102,081,000. On the other
hand, the Service revenue from Excluded Group
has also been estimated based on the 20%
growth on the Annual Cap of 2023, which
amounted to RMB60,000,000. Given the above
estimations from both the perspective of the
Excluded Group and revenue growth from
independent third-party customer, the Company
has set the Annual Cap in 2024 to be
RMB72,000,000, which accounts for approximately
31% of the total estimated revenue in 2024.

In assessing the reasonableness of the Annual
Cap, we have discussed with the management of
the Company about the bases and assumptions
on the Annual Caps, and were advised that while
the original party to the 2018 Service Agreement
launched new drugs to the market and is
expected to increase the transaction volume, the
revenue to be generated from the original party
under the 2018 Service Agreement is expected to
be stable in 2022 due to prudence given the
recent overall economic slowdown. The primary
contributor to the increase in Annual Cap are
attributable to the two new contracting parties,
which are expected to contribute revenue of
RMB10 million due to their launch of flagship
products.
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Wanquan Jiangsu is principally engaged in the
research and development, production and sales
of drugs in the field of anti-dementia, with its
flagship product Xienka (EE-K) (rivastigmine
bitartrate tablets), a medicine for treating
Alzheimer's disease, successfully launched in
2021. Alzheimer's disease is the most prevalent
diseases in the future and one of the seven
leading causes of human death. Xienka is the first
tablet approval by the National Medical Products
Administration of the PRC in treating mild and
moderate Alzheimer's dementia. The advantage
of Xienka over other drugs for Alzheimer's
disease is that rivastigmine is the only drug in the
form of skin sustained-release patches among
the drugs for the treatment of Alzheimer's
disease. It reduces the inherent gastrointestinal
adverse reactions of cholinesterase inhibitors,
and is suitable for those who cannot tolerate it
due to gastrointestinal reactions. The patch is
also more suitable for patients with mental and
behavioral symptoms who cannot cooperate
with oral administration. In addition, rivastigmine
tablets have lower drug interactions and are
safer for Alzheimer's patients who require
multiple drug treatments. Therefore, Wanquan
Jiangsu is expected to generate a large amount
of sales and thus requires a large amount of PMS.
In order to improve the understanding and use
of the drug by doctors, patients and their families
as soon as possible, extensive post-marketing
clinical research is required. The Group’'s Xien
Anti-Dementia Research Group has participated
in 80% of the clinical research of products in the
field of Alzheimer's in-disease research. As the
Group's Research Group would have sufficient
expertise in providing the Services for Xienka, it
is expected that Wanquan Jiangsu would require
substantial PMS services from the Group. We
were advised that Wanquan Jiangsu forecasted
that the sales quantity for Xienka in 2022 will
reach 350,000 boxes. Based on the expected
revenue to be generated from Xienka and the
budget for PMS services, Wanquan Jiangsu
estimated that total budget for the Services will
be no less than RMB10 million for the year
ending 31 December 2022.
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Wanquan Xiamen is mainly engaged in the
research and development, production and sales
of drugs in the field of anti-viral, with Maikexin (
BAIfiX), the only Ritonavir oral liquid approved in
the PRC for treating COVID-19, will be launched
in 2022. The advantage of Mikexin oral liquid as
compared to other drugs for the treatment of
COVID-19 is that oral liquid not only overcomes
the shortcomings of large tablets that cannot be
taken by critically ill patients, the elderly and
children, but also greatly improves the
bioavailability of poorly soluble ritonavir in the
human body. As the COVID-19 variance
continues to emerge, it is expected that the
pandemic would not be ceased in the near
future. Therefore, Wanquan Xiamen is expected
to generate a large amount of sales and thus
requires a large amount of PMS. In order for
patients and doctors to better use the drug,
extensive post-marketing clinical research is
required. Hence, it is expected that Wanquan
Xiamen would require substantial PMS services
from the Group. Wanquan Jiangsu intends to
improve the understanding and use of the drug
as soon as possible. We were advised that
Wanquan Xiamen forecasted that the sales
quantity for Maikexin in 2022 will reach 40,000
bottles. Based on the expected revenue to be
generated from Maikexin and the budget for
PMS services, Wanquan Xiamen estimated that
total budget for the Services will be no less than
RMB11 million for the year ending 31 December
2022.
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In order to further assess the reasonableness of
the Annual Caps, we had reviewed an report on
the post-market service industry issued by Frost
& Sullivan, a global consulting company, in 2021.
According to the report, Chinese medical
expenditure amounted to RMB7,524 trillion in
2020, and is expected to grow stably at the
compound annual growth rate (CAGR) of 8.9%
over the next five years, reaching RMB11.5
trillion in 2025. In the medical market,
post-market real-world study (RWS), which is a
means to examine the effect, value and potential
risks of a certain therapy or drug in medical and
health services via patient-related data collected
from real-world environment and one of the
PMS field the Group principally engaged in, is
expected to growth significant as driven by the
emerging consensus of scientific researchers.
The Chinese RWS market scale is expected to
increase from RMB519 million in 2020 to
RMB3,658 million in 2025, representing a CAGR
of 47.8% over the next five years. The Chinese
healthcare big data market is also expected to
grow significantly. Driven by developed
technologies and growing scenarios with proper
commercialization means, Chinese Healthcare
Big Data market is expected to grow at a CAGR of
53.1% from 2020 to 2025. Given the expected
growth in the industry, we concur with the
Directors that the adoption of 40% growth rate
of PMS market in estimating the independent
third-party customer service revenue and the
expected growth rate of 20% in the investment in
clinical research are reasonable.
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Based on the above assumptions, the Company
estimated that the transaction amount with the
Excluded Group under the Annual Cap will
account for approximately 38%, 34% and 31% of
the total revenue of the Group for the years
ending 31 December 2022, 2023 and 2024
respectively. In this regard, we have obtained the
revenue breakdown from the Group on the
respective sales amount to Connected Customer
and other third party customers, and noted that
the transaction amount with the Connected
Customer accounted for approximately 26.2%,
33.6% and 30.4% of the total revenue of the
Group for the years ended 31 December 2019,
2020 and 2021 respectively and the percentage
cap was also 39% under the 2018 Service
Agreement. Since the percentage cap will be
maintained at 39% despite the addition of
contracting parties, and that the Group had
adopted internal control measures to ensure that
revenue generated under the New Framework
Service Agreement would not exceed the Annual
Cap (percentage), including the monthly review
of the settlement amount under the New
Framework Service Agreement and the
preparation of rolling forecast on the product
sales result of next three months , all of which
had been implemented during the years ended
31 December 2018, 2019 and 2020 and ensured
the 39% percentage annual cap had not been
exceeded, we concur with the Directors that the
Company has sufficient measures to maintain the
proportion of related party transactions at an
appropriate level and there will be no
dependence on the controlling Shareholder.

After considering the above, we are of the view
that the Annual Caps are fair and reasonable so
far as the Company and the Independent
Shareholders are concerned.

5. Reporting requirements and conditions of
the continuing connected transactions

Pursuant to Rules 20.51 to 20.57 of the GEM
Listing Rules, the Transaction is subject to the
following annual review requirements:

(i) the independent non-executive Directors
must review the Transaction and confirm in the
annual report and accounts that the Transaction
has been entered into:
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(a) in the ordinary and usual course of business of
the Group;

(b) on normal commercial terms or better; and

(c) according to the agreements governing them
on terms that are fair and reasonable and in the
interests of the Shareholders as a whole;

(i) the Company must engage its auditors to
report on the Transaction every year. The
Company'’s auditors must provide a letter to the
Board (with a copy to be provided to the Stock
Exchange at least ten business days before the
bulk printing of the Company’'s annual report)
confirming whether anything has come to their
attention that causes them to believe that the
Transaction:

(a) has not been approved by the Board;

(b) was not, in all material respects, in accordance
with the pricing policies of the Group if the
Transaction involves the provision of goods or
services by the Group;

(c) was not entered into, in all material respects, in
accordance with the relevant agreements
governing the Transaction; and

(d) has exceeded the Annual Caps;

(iii) the Company must allow, and ensure that the
counter-parties to the Transaction allow, the
Company's auditors sufficient access to their
records for the purpose of the reporting on the
Transaction as set out in paragraph (ii); and

(iv) the Company must promptly notify the Stock
Exchange and publish an announcement if the
independent non-executive Directors and/or
auditors of the Company cannot confirm the
matters as required.

In light of the reporting requirements attached to
the Transaction, in particular, (i) the restriction of
the value of the Transaction by way of the Annual
Caps; and (ii) the ongoing review by the
independent non-executive Directors and the
auditors of the Company of the terms of the
Transaction and the Annual Caps not being
exceeded, we are of the view that appropriate
measures are in place to monitor the conduct of
the Transaction and assist in safeguarding the
interests of the Independent Shareholders.
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OPINION AND RECOMMENDATION BRMEEE

Having taken into account the above principal %é%f‘éj:l_igl%%&@ﬂﬂ{ﬁ B R BTE
factors and reasons, we consider that the New 4 [ # o 5 SLIE R B0 47 1 5 5 e — i R 2
Framework Service Agreement and the  &FGEST, EARLEE HW L —EEHRRE S,
transactions contemplated thereunder are on A A AT R AR . B A i
normal commercial terms, conducted in the  HRFEHEIIGI (BFEFIE LIR) BAFAE.
ordinary and usual course of business of the  [Alltt,, B4 5%4@%%%?&%&3%&%
Group and in the interests of the Company and %ﬁ%iﬁx%&?ﬁ%ﬁﬁk%ﬁ\ﬂxﬁﬁﬁjﬁi?
the Shareholders as a whole. We also consider — FJ ik 2, DAL HE 22 R 75 fh ik (@%
that the terms of the New Framework Service /& FFR) &

Agreement (including the Annual Caps) are fair

and reasonable. Accordingly, we advise the

Independent Board Committee to recommend,

and we also recommend, the Independent

Shareholders to vote in favour of the ordinary

resolution to be proposed at the EGM to approve

the New Framework Service Agreement (including

the Annual Caps).

Yours faithfully,
For and on behalf of ﬁﬁig@;\
_ For and on behaif of EMEAABAT
Rainbow Capital (HK) Limited e
Larry Choi s e
Managing Director A
Mr. Larry Choi is a licensed person and a  Z5J}3604: Beisss M E HB & B a5t
responsible officer of Rainbow Capital (HK) HﬂHJ(/A HEAARAFFMALNATANE,

Limited registered with the Securities and iR K LR BB A1 (RS2 o) %
Futures Commission to carry out type 1 (dealing ¥6¥ﬁ (P ZERE Rt %) xib EIEE .
in securities) and type 6 (advising on corporate  JA{SSERNE A TIEVEA 104 AL B

finance) regulated activities under the SFO. He

has over 10 years of experience in the corporate

finance industry.
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APPENDIX--GENERAL INFORMATION
P ex--—ER

1. RESPONSIBILITY STATEMENT

This circular, for which the Directors collectively
and individually accept full responsibility,
includes particulars given in compliance with the
GEM Listing Rules for the purpose of giving
information with regard to the Company. The
Directors, having made all reasonable enquiries,
confirm that, to the best of their knowledge and
belief, the information 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'S INTERESTS AND LONG 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 long 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:

iW-—gsn-L

A58 PR ARBE GEM b TR I 2 L T 48 it o A
NE|ZERL, R L R AR RIS e R AT
R DA BEA AR, MRS PR
U RCHE (5, 743 BR A O B 7 A7 T
g HEE e B, HARSOE el GEE M gy, HoAHE
ORI JE S S HLA R, LABIOAS G R AT A
BT PR A BT

2. BEFA AN T R FAT T AE 6 5 A B 2
R ENER

PNEREERAITH, &5 EARAF R ETE
AEWKATiEEﬁﬁ%%@(&ﬁﬁﬁ@
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PERE | B () EAR 5 25 M B G A1 56 XV 3
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Long positions =
Number of shares in Approximate percentage
Number of shares in which interested under Total of the total number
which interested physically settled equity number of issued shares of
Name Capacity (other than under derivatives of shares the Company
equity derivatives)
x4 SOy e A TR AR MR IR 4/ TRty #ass A FIE BT
Wedd o RERSBRRO R TR HHIOREA E T
GUO Xia Beneficial owner
9=} EEHEA A 114,701,941 18,150,000 132,851,941 13.35%
(note 1)
Interest in a controlled corporation
R AT 590,716,637 590,716,637 59.35%
(note 2)
SONG Xuemei Beneficial owner
REH S/ ZEPN 6,500 410,000 416,500 0.04%
(note 1)
Jiv e Beneficial owner
SUYi {53 2PN 320,000 320,000 0.03%
(note 1)
NI Binhui Beneficial owner
kA HEHEA A 100,000 100,000 200,000 0.02%
QIU Rui Beneficial owner
LR S/ ZSPN 120,000 120,000 0.01%
(note 1)
ZHEN Ling Beneficial owner
Tk HEHEAA 100,000 100,000 0.01%
(note 1)

Note 1:These Shares represent the share options  BffFE1:

granted by the Company under the Share option
Scheme.

Note 2: According to information available to the  [ffil2:
Company, 349,368,873 Shares were beneficially
owned by Winsland Agents Limited, a company
wholly owned by Mr. GUO Xia. 91,915,181 Shares
were beneficially owned by Bright Excel Assets
Limited, a company wholly owned by Venturepharm
Holdings Inc., approximately 49.00% of its shares
were held Winsland Agents Limited and
approximately 47.63% were held by Mr. GUO
Xia. 149,432,583 Shares were beneficially owned
by Venturepharm Holdings Inc. As such, Mr.
GUO Xia is deemed to be interested in the above
companies under the SFO.
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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:

3. WEBBS RPN EEHEXVIEE 2 K39
ﬁ%ﬁ?&% MBEAHERRRENALREE

PERBEBEAATHY], AN BT & H kAT
B P R B A At 7 SRR TR 91 B B
ANt OREFEA A B & F e T B AR
R Ay BRI Ay v A ZELRR A R o N B
@Eﬁ 336 G E 72 B RC AT 59k A_L A
e

Approximate percentage of

Name of Capacity/ Nature of Number of ordinary shares the total number of
Shareholders interests held/ interested issued shares of the Company
R 4 S5/ T/ s N EE TR
Mzt E Wi ULl R OTERS g
Winsland Agents Limited Beneficial owner 349,368,873 35.10%
Interest in a controlled corporation 241,347,764 24.25%
(note)
Bright Excel Assets Limited Beneficial owner 91,915,181 9.23%
Venturepharm Holdings Inc. Beneficial owner 149,432,583 15.01%
Interest in a controlled corporation 91,915,181 9.23%
(note)
Winsland Agents Limited A A 349,368,873 35.10%
Winsland Agents Limited R AT R 241,347,764 24.25%
(note)
Bright Excel Assets Limited BIEEA A 91,915,181 9.23%
Venturepharm Holdings Inc. EEHEAE A 149,432,583 15.01%
Venturepharm Holdings Inc. IS wIRE RS 91,915,181 9.23%
(note)
Note: Bk

According to information available to the Company, 91,915,181
Shares were beneficially owned by Bright Excel Assets Limited, a
company wholly owned by Venturepharm Holdings Inc,
approximately 49.00% of its shares were held Winsland Agents
Limited and approximately 47.63% were held by Mr. GUO Xia.
As such, Winsland Agents Limited and Venturepharm Holdings
Inc. are deemed to be interested in the Shares owned by Bright
Excel Assets Limited under the SFO.

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.
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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).

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 New Framework 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
New Framework 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 2021, the date to
which the latest published audited financial
statements of the Group were made up, up to
and including the Latest Practicable Date.
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8. MISCELLANEOUS

(a) The registered office of the Company is Hibiscus
Way, 802 West Bay Road, 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 54, Hopewell Centre, 183
Queen’s Road East, Hong Kong.

9. EXPERT AND CONSENT

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

Name
Rainbow Capital (HK) Limited
Qualification

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

As at the Latest Practicable Date, the above named
expert 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, the above
named expert did not have any shareholding in
any member of the Group or the 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 2021, 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.
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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
since 31 December 2021, being the date to which
the latest published audited financial statements
of the Group were made up.

11. DOCUMENTS ON DISPLAY

The following documents are available on the
website  of the Stock Exchange at
https://www.hkexnews.hk and the website of the
Company at http://www.chgi.net for period of 14
days from the date of this circular:

(a) the New Framework Service Agreement.
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|
1

CHINA HEALTH GROUP INC.
FEERSERRAA

(Carrying on business in Hong Kong as “B4+8&E4%£E" )
M [ BeBEEE | 2BEEEREER)
(Incorporated in the Cayman Islands with limited liability)

HREEHFEIZMMEZLZHRZLAE
(Stock Code: 08225)
(R 3% 08225)

NOTICE OF EGM
BRI EE

NOTICE IS HEREBY GIVEN that an extraordinary
general meeting of the shareholders of China
Health Group Inc. (the “Company” ) will be held
at Building 17, Jianwai SOHO, Chaoyang District,
Beijing, China at 10:00 a.m. on 12 July 2022 for
the purpose of considering and, if thought fit,
passing the following resolutions:

RESOLUTIONS

1. “THAT:
a. the New Framework Service Agreement as
defined in the circular to the shareholders of the
Company dated 24 June 2022 be and is hereby
approved;
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b. the proposed annual caps, both monetary cap
and percentage cap, in relation to the transactions
contemplated under the New Framework Service
Agreement for the period from the date of the
extraordinary general meeting and ending 31
December 2024 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
New Framework Service Agreement and the
transactions contemplated thereunder.”

By order of the Board

China Health Group Inc.

William Xia GUO
Chairman

Hong Kong, on 24 June 2022

Registered office:

Scotia Centre
4th Floor, P.O. 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
personally 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 54, 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 6 July 2022 to 12 July 2022, 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 54, Hopewell Centre, 183 Queen’s Road East,
Hong Kong not later than 4:30 p.m. on 5 July 2022.

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, beingbeing Mr. QIU Rui,
Dr.NI Binhui and Mr. ZHEN Ling .

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 purpose of giving information with regard
to the Company. The Directors, having 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 misleading; (2) there are
no other matters the omission of which would make any
statement in all material respects and not misleading; and (3) 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 https;//www.hkgem.com on the “Latest Company
Announcements” page for at least 7 days from the date of its
posting and on the Company'’s website at http.//www.chgi.net.
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