THIS DOCUMENT IS IMPORTANT AND REQUIRES YOUR IMMEDIATE ATTENTION

If you are in any doubt as to any aspect of the Offer, this Composite Document, the accompanying Form of Acceptance and Transfer or the
action to be taken, you should consult a licensed securities dealer or registered institution in securities, a bank manager, solicitor, professional
accountant or other professional adviser.

If you have sold or transferred all your shares in Jiwa Bio-Pharm Holdings Limited, you should at once hand this Composite Document and
the accompanying Form of Acceptance and Transfer to the purchaser(s) or transferee(s) or to the bank or licensed securities dealer or registered
institution in securities or other agent through whom the sale or transfer was effected for transmission to the purchaser(s) or transferee(s).

The Stock Exchange of Hong Kong Limited, Hong Kong Exchanges and Clearing Limited and Hong Kong Securities Clearing Company
Limited take no responsibility for the contents of this Composite Document and the accompanying Form of Acceptance and Transfer, make no
representation as to their 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 Composite Document and the accompanying Form of Acceptance and Transfer.

This Composite Document should be read in conjunction with the accompanying Form of Acceptance and Transfer, the contents of which form
part of the terms and conditions of the Offer.
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Capitalised terms used in this cover page shall have the same meanings as those defined in the section headed “Definitions” in this Composite
Document.

A letter from Haitong Securities is set out on pages 7 to 17 of this Composite Document. A letter from the Board is set out on pages 18 to
24 of this Composite Document. A letter from the Independent Board Committee containing its recommendation in respect of the Offer to the
Independent Shareholders is set out on pages 25 to 26 of this Composite Document. A letter from Somerley containing its advice in respect of the
Offer to the Independent Board Committee and the Independent Shareholders is set out on pages 27 to 45 of this Composite Document.

The procedures for acceptance of the Offer and other related information are set out in Appendix I to this Composite Document and in the
accompanying Form of Acceptance and Transfer. Acceptances of the Offer should be received by the Registrar by no later than 4:00 p.m. on
Monday, 23 September 2013 or such later time and/or date as the Offeror may decide and announce, with the consent of the Executive, in
accordance with the Takeovers Code.

Persons including, without limitation, custodians, nominees and trustees, who would, or otherwise intend to, forward this Composite Document
and/or the accompanying Form of Acceptance and Transfer to any jurisdiction outside Hong Kong, should read the details in this regard which are
contained in the paragraph headed “Overseas Shareholders” in the “Letter from Haitong Securities” of this Composite Document before taking any
action. It is the responsibility of each Overseas Shareholder wishing to accept the Offer to satisfy himself, herself or itself as to the full observance
of the laws and regulations of the relevant jurisdiction in connection therewith, including the obtaining of any governmental, exchange control
or other consents and any registration or filing which may be required and the compliance with all necessary formalities, regulatory and/or legal
requirements. Overseas Shareholders are advised to seek professional advice on deciding whether or not to accept the Offer.

The Composite Document will remain on the website of the Stock Exchange at www.hkex.com.hk and on the website of the Company at www.
jiwa.com.hk as long as the Offer remains open.

* for identification purpose only 30 August 2013
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EXPECTED TIMETABLE

The expected timetable set out below is indicative only and may be subject to change.

Further announcement(s) will be made as and when appropriate.

2013

Despatch date of this Composite Document

and the Form of Acceptance and Transfer

and commencement date of the Offer. .. ....................... Friday, 30 August
Latest time and date for acceptance of

the Offer (Note 1) .. ... ... ... .. ... ... ....... 4:00 p.m. on Monday, 23 September

Closing Date (Note 1) .. ... e Monday, 23 September

Announcement of the results of the Offer to be posted . ......... not later than 7:00 p.m.

on the website of the Stock Exchange (Note 1) on Monday, 23 September

Latest date for posting of remittances in respect of

valid acceptances received under the Offer (Note 2) .. .......... Thursday, 3 October

Notes:

1. The latest time for acceptance of the Offer is 4:00 p.m. on Monday, 23 September 2013. The Offer,
which is unconditional, will be closed on Monday, 23 September 2013 unless the Offeror revises or
extends the Offer in accordance with the Takeovers Code. The Offeror will issue an announcement
by 7:00 p.m. on Monday, 23 September 2013 as to whether the Offer has been revised, extended or
expired. In the event that the Offeror decides to extend the Offer, at least 14 days’ notice by way of an
announcement will be given before the Offer is closed to those Independent Shareholders who have not
accepted the Offer.

2. Payment will be made as soon as possible, but in any event within 7 Business Days after the date of

receipt by the Registrar from the Independent Shareholders accepting the Offer of the valid requisite
documents.

Acceptances of the Offer shall be irrevocable and not capable of being withdrawn, except in the
circumstances as set out in the section headed “Right of withdrawal” in Appendix I to this Composite
Document.

If there is a tropical cyclone warning signal number 8 or above, or a black rainstorm

warning:

(a) in force in Hong Kong at any local time before 12:00 noon but no longer in force
after 12:00 noon on the latest date for acceptance of the Offer and the latest
date for posting of remittances for the amounts due under the Offer in respect of
valid acceptances, the latest time for acceptance of the Offer and the posting of

remittances will remain at 4:00 p.m. on the same Business Day; or
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(b) in force in Hong Kong at any local time between 12:00 noon and 4:00 p.m. on the
latest date for acceptance of the Offer and the latest date for posting of remittances
for the amounts due under the Offer in respect of valid acceptances, the latest time
for acceptance of the Offer and the posting of remittances will be rescheduled to 4:00

p.m. on the following Business Day.

Save as mentioned above, if the latest time for the acceptance of the Offer and the
posting of remittances do not take effect on the date and time as stated above, the other
dates mentioned above may be affected and therefore be revised in accordance with the
Takeovers Code. The Offeror and the Company will notify the Shareholders by way of

announcement(s) on any change to the expected timetable as soon as practicable.

Unless otherwise expressly stated, all time and date references contained in this

Composite Document refer to Hong Kong time and dates.

— il —



DEFINITIONS

In this Composite Document, the following terms and expressions shall have the following

meanings, unless the context otherwise requires:

“acting in concert”

“associate(s)”

“Board”

“Business Day(s)”

L-'.BVI”

“CCASS”»

“Circular”

“Closing Date”

“Company”

“Composite Document”

has the meaning ascribed to it in the Takeovers Code

has the meaning ascribed thereto under the Listing Rules

the board of Directors

any day on which commercial banks are open for business in
Hong Kong (excluding Saturdays, Sundays, public holidays
and any weekday on which Typhoon Signal No. 8 or higher
is hoisted or a black rain storm warning is given in Hong

Kong at any time during 9:00 a.m. to 5:00 p.m.)

the British Virgin Islands

the Central Clearing and Settlement System operated by the
Hong Kong Securities Clearing Company Limited

the circular of the Company dated 26 July 2013 in relation
to, among others, the Disposal, the Property Disposal, the

Management Agreement and the Special Dividend

23 September 2013, the closing date of the Offer, which
is at least 21 days after the date on which the Composite
Document is posted, or if the Offer is extended, any
subsequent closing date of the Offer as extended and
announced by the Offeror in accordance with the Takeovers
Code

Jiwa Bio-Pharm Holdings Limited (Stock Code: 2327), a
company incorporated in Bermuda with limited liability, the
Shares of which are listed on the main board of the Stock

Exchange

this composite offer and response document jointly issued
by the Company and the Offeror to the Sharcholders in
accordance with the Takeovers Code containing, among
others, details of the Offer, together with the Form of

Acceptance and Transfer
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“Director(s)”

“Disposal”

“Encumbrances”

“Executive”

“Form of Acceptance

and Transfer”

“Group”

“Haitong Capital”

“Haitong Securities”

“HK$ 2

“Hong Kong”

“Independent Board

Committee”

the director(s) of the Company

the disposal of the entire issued share capital of Jiwa
Pharmaceutical Limited pursuant to a sale and purchase
agreement entered into between Jiwa Development Company
Limited and Goldvault Limited on 12 March 2013

all pledges, charges, liens, mortgages, security interests, pre-
emption rights, options and any other encumbrances or third

party rights or claims of any kind

the Executive Director of the Corporate Finance Division of

the SFC or any delegate of the Executive Director

the accompanying form of acceptance and transfer of Shares

in respect of the Offer

the Company and its subsidiaries

Haitong International Capital Limited, a corporation licensed
to carry out type 6 (advising on corporate finance) regulated
activity under the SFO and the financial adviser to the
Offeror

Haitong International Securities Company Limited, a
corporation licensed to carry out type 1 (dealing in
securities), type 3 (leveraged foreign exchange trading) and
type 4 (advising on securities) regulated activities under the

SFO, and a fellow subsidiary of Haitong Capital

Hong Kong dollar(s), the lawful currency of Hong Kong

the Hong Kong Special Administrative Region of the PRC
the independent board committee of the Company whose
members comprise all the independent non-executive

Directors to advise the Independent Shareholders in respect
of the Offer



DEFINITIONS

“Independent Financial

Adviser” or “Somerley”

El

“Independent Shareholders’

“Joint Announcement”

“Lau’s Family”

“Latest Practicable Date”

“Last Trading Day”

“Listing Rules”

“Management Agreement”

Somerley Limited, a corporation licensed to carry out type
1 (dealing in securities), type 4 (advising on securities),
type 6 (advising on corporate finance) and type 9 (asset
management) regulated activities under the SFO, and the
independent financial adviser appointed by the Independent
Board Committee to advise the Independent Board
Committee and the Independent Shareholders in relation to

the terms and conditions of the Offer

the Shareholders other than the Offeror and parties acting in

concert with it

the announcement jointly published by the Company and the
Offeror dated 22 April 2013 in relation to, among others, the
Offer

the family members of Mr. Lau Yau Bor, comprising
Mr. Lau Yau Bor (the chairman of the Company and an
executive Director), Madam Chan Hing Ming (the chief
executive officer of the Company and an executive Director)
and Mr. Lau Kin Tung (the vice chairman of the Company
and an executive Director)

27 August 2013, being the latest practicable date prior to the
date of this Composite Document for ascertaining certain

information herein

11 March 2013, being the last trading day for the Shares
prior to the suspension of trading in the Shares pending the

publication of the Joint Announcement

the Rules Governing the Listing of Securities on the Stock

Exchange

the management agreement dated 12 March 2013 entered
into between the Company and Sunny Enterprise Limited for

the provision of management services to the Group



DEFINITIONS

“Offer”

“Offeror”

“Offer Price”

“Offer Shares”

“Overseas Shareholder(s)”

“PRC”

“Property Disposal”

“Purchaser’s Warrantor”

“R&D”

“Registrar”

the unconditional mandatory cash offer for the Offer Shares
at the Offer Price to be made by Haitong Securities on

behalf of the Offeror in accordance with the Takeovers Code

U-Home Group International Limited, a company
incorporated in the BVI, being the purchaser under the Share
Purchase Agreement and the offeror for the Offer

the amount of HK$0.2378 per Share payable by the Offeror
to holders of the Offer Shares for each Offer Share accepted
under the Offer

all issued Shares which have not been already owned or
have not been agreed to be acquired by the Offeror and

parties acting in concert with it

Shareholder(s) whose address(es), as shown on the register

of members of the Company, is/are outside Hong Kong

the People’s Republic of China, and for the purpose of this
Composite Document, excluding Hong Kong, Macau Special

Administrative Region and Taiwan

the disposal of a property pursuant to a sale and purchase
agreement entered into between Jiwa International Limited

and Sunny Enterprise Limited on 12 March 2013

Mr. Zhou Xuzhou, being the warrantor of the Offeror under
the Share Purchase Agreement and the director and ultimate

beneficial owner of the Offeror

an acronym for research and development

Tricor Standard Limited, being the Hong Kong branch share
registrar and transfer office of the Company, located at 26th
Floor, Tesbury Centre, 28 Queen’s Road East, Wanchali,
Hong Kong



DEFINITIONS

“Relevant Period”

“Remaining Group”

LLRMB ER)

“Sale Share(s)”

“SFC”

“SFO”

“Share(s)”

“Share Purchase”

“Share Purchase

Agreement”

“Share Purchase Price”

“Shareholder(s)”

“Special Dividend”

“Stock Exchange”

the period from 15 September 2012, being the date falling
six months preceding the commencement of the offer period,

up to and including the Latest Practicable Date

the Group immediately after completion of the Disposal and

the Property Disposal

Renminbi, the lawful currency of the PRC

Share(s) sold by the Vendors to the Offeror pursuant to the

Share Purchase Agreement

the Securities and Futures Commission of Hong Kong

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

the existing share(s) of HK$0.01 each in the share capital of
the Company

the sale and purchase of the Sale Shares pursuant to the

Share Purchase Agreement

the conditional agreement in respect of the Share Purchase
dated 12 March 2013 entered into among the Vendors,
the Offeror, the Vendors’ Warrantor and the Purchaser’s

Warrantor

HK$278,963,655, being the aggregate consideration paid by
the Offeror to the Vendors for the Share Purchase

the holder(s) of the Shares

the special dividend to be paid by the Company in the
amount of HK$0.375 per Share held by Shareholders whose
name appeared on the Company’s register of members on 21

August 2013

The Stock Exchange of Hong Kong Limited
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“Takeovers Code” the Hong Kong Code on Takeovers and Mergers

“trading day(s)” a day on which the Stock Exchange is open for the business

of dealings in securities

“Vendors” Mr. Lau Yau Bor, Mr. Lau Kin Tung, Madam Chan Hing
Ming, LAUs Holding Co. Ltd., MINGS Development
Holdings Limited and WHYS Holding Co. Ltd., being the
vendors under the Share Purchase Agreement, and each a

“Vendor”

“Vendors’ Warrantor” Mr. Lau Kin Tung, being the Vendors’ warrantor under the

Share Purchase Agreement

“%” per cent.

* The English transliteration of the Chinese names in this Composite Document, where indicated, is

included for information only, and should not be regarded as the official English names of such Chinese

names.



LETTER FROM HAITONG SECURITIES

'3 18 [ PR 22nd Floor

HH'TONG Li Po Chun Chambers
189 Des Voeux Road Central
Hong Kong

30 August 2013
To the Independent Shareholders

Dear Sir or Madam,

UNCONDITIONAL MANDATORY CASH OFFER BY
HAITONG INTERNATIONAL SECURITIES COMPANY LIMITED
FOR AND ON BEHALF OF
U-HOME GROUP INTERNATIONAL LIMITED
FOR ALL THE ISSUED SHARES IN
JIWA BIO-PHARM HOLDINGS LIMITED
(OTHER THAN THOSE SHARES ALREADY OWNED BY OR
AGREED TO BE ACQUIRED BY
U-HOME GROUP INTERNATIONAL LIMITED
AND PARTIES ACTING IN CONCERT WITH IT)

INTRODUCTION

On 22 April 2013, it was jointly announced by the Offeror and the Company that, the
Vendors and the Offeror, among other parties, have entered into the Share Purchase
Agreement on 12 March 2013, pursuant to which the Vendors conditionally agreed to
sell and the Offeror conditionally agreed to purchase the Sale Shares, being the aggregate
interest of 1,173,102,000 Shares held by the Vendors, representing approximately 72.19%
of the entire issued share capital of the Company as at the date of the Joint Announcement
at a consideration of HK$0.2378 per Sale Share. The final consideration of the Sale Shares
under the Share Purchase Agreement amounted to in aggregate HK$278,963,655.

Immediately following the completion of Share Purchase Agreement which took place
on 23 August 2013, the Offeror and U-Home Group Investment Limited (being a party
acting in concert with the Offeror) became interested in 1,173,102,000 Shares, representing
approximately 71.53% of the entire issued share capital of the Company as at the Latest
Practicable Date. Pursuant to Rule 26.1 and Rule 13 of the Takeovers Code, the Offeror
is required to make an unconditional mandatory cash offer for all the issued Shares (other

than those Shares already owned by the Offeror and parties acting in concert with it). This
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letter sets out, among other things, the details of the Offer, information on the Offeror and
the intention of the Offeror regarding the Remaining Group. The terms and procedures of
acceptance of the Offer are set out in this letter, Appendix I to this Composite Document
of which this letter forms part, and the accompanying Form of Acceptance and Transfer.
Terms used in this letter shall have the same meanings as defined in this Composite
Document unless the context otherwise states. The Independent Shareholders are strongly
advised to consider carefully the information contained in the “Letter from the Board”,
“Letter from the Independent Board Committee” and “Letter from Somerley” as set out in

this Composite Document.

THE OFFER

As at the Latest Practicable Date, there were 1,640,000,000 Shares in issue and the Offeror
and parties acting in concert with it were interested in a total of 1,173,102,000 Shares,
representing approximately 71.53% of the entire issued share capital of the Company.
Pursuant to Rule 26.1 and Rule 13 of the Takeovers Code, the Offeror is required to
make an unconditional mandatory cash offer for all the issued Shares (other than those
Shares already owned by the Offeror and parties acting in concert with it). The Offer is

unconditional in all respects.

Haitong Securities, for and on behalf of the Offeror, is making the Offer on the following

terms in accordance with Rule 26.1 and Rule 13 of the Takeovers Code:

For each Offer Share ... HK$0.2378 in cash

The Offer Price of HK$0.2378 per Offer Share is the same as the final price per Sale Share
paid by the Offeror to the Vendors under the Share Purchase Agreement. The Offer Price
would not be affected by the possible downward adjustment on the Share Purchase Price
as stipulated in the section headed “The Share Purchase Agreement — Share Purchase
Price — Downward adjustment of the Share Purchase Price” in the Joint Announcement.
The Offer Shares to be acquired under the Offer shall be fully paid and free from all

Encumbrances.

Total benefit receivable by Shareholders under the Offer and the Special Dividend

Reference is made to the Circular. On 23 May 2013, the Board conditionally proposed
and recommended the Special Dividend of HK$0.375 per Share. The distribution of the
Special Dividend is subject to completion of the Disposal and the Property Disposal and
the approval of the Shareholders of the Special Dividend. The above conditions have been
fulfilled as at 23 August 2013. The Special Dividend is expected to be paid on 30 August
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2013. Shareholders may be entitled to the Special Dividend whether they accept
the Offer or not during the offer period. Sharcholders will receive a total benefit of
HK$0.6128 per Share from the Special Dividend and the Offer if they accept the Offer.

Comparisons of value

The Offer Price of HK$0.2378 per Share represents:

(a) a discount of approximately 59.0% to the closing price of HK$0.58 per Share as
quoted on the Stock Exchange on the Latest Practicable Date;

(b) a discount of approximately 49.9% to the closing price of HK$0.475 per Share as
quoted on the Stock Exchange on the Last Trading Day;

(c) discounts of approximately 50.5%, 50.1% and 42.8% to the average of the closing
prices of approximately HK$0.480, HK$0.477 and HK$0.416 per Share respectively
for the 5, 30 and 90 consecutive trading days up to and including the Last Trading
Day;

(d) a discount of approximately 36.8% to the audited consolidated net asset value
attributable to owners of the Company of approximately HK$0.376 per Share as at
31 March 2013 (which is the audited consolidated net asset value to owners of the
Company as at 31 March 2013 of approximately HK$615,943,000 as disclosed in the
annual report of the Company for the financial year ended 31 March 2013 divided by
the total number of issued Shares of 1,640,000,000 as at the Latest Practicable Date);

(e) a premium of approximately 319.4% over the unaudited pro forma net asset
value of the Remaining Group of approximately HK$0.0567 per Share (being the
unaudited pro forma net asset value of the Remaining Group (taking into account
the effect of completion of the Disposal and the Property Disposal) of approximately
HK$92,978,000 as at 31 March 2013 as set out in Appendix III to the Circular,
divided by the total number of issued Shares of 1,640,000,000 as at the Latest
Practicable Date).

The Offer Price is not less than the price per Sale Share paid by the Offeror under the

Share Purchase Agreement.
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Highest and lowest Share prices

The highest and lowest closing prices of the Shares as quoted on the Stock Exchange
during the period from 11 September 2012 (being the date falling six months prior to the
Last Trading Day) up to and including the Latest Practicable Date were HK$1.04 on 8
August 2013 and HK$0.320 per Share on 17 to 21 September 2012, 9 October 2012 and 6
to 7 November 2012.

Value of Offer

As at the Latest Practicable Date, there were 1,640,000,000 Shares in issue. Save as
aforesaid, there were no outstanding warrants, derivatives or convertibles which may
confer any rights to the holder(s) thereof to subscribe for, convert or exchange into the

Shares.

Based on the number of Offer Shares of 466,898,000, the total number of issued Shares of
1,640,000,000, and the Offer Price of HK$0.2378 each, the Offer is valued at an aggregate
amount of HK$111,028,344.4, and the entire issued share capital of the Company is valued
at HK$389,992,000.

Confirmation of financial resources

The financial resources of the Offeror to fund the Offer amounting to an aggregate of
HKS$111,028,344.4 on a fully-diluted basis are financed as to HK$55,514,172.2 by the
Offeror’s internal resources and the remaining balance by a loan facility provided by
Haitong Securities. The payment of interest on, repayment of or security for any liability
under the loan facility will not depend to any significant extent on the business of the
Company. Haitong Capital has been appointed as the financial adviser to the Offeror in
respect of the Offer and is satisfied that sufficient financial resources are available to the

Offeror to satisfy full acceptance of the Offer as at the Latest Practicable Date.

Effect of accepting the Offer

By accepting the Offer, the relevant Shareholders will sell their Shares to the Offeror free
from all Encumbrances and with all rights attached to them, including the rights to receive

all dividends and distributions declared, made or paid on or after the date of posting of

this Composite Document.

— 10 —
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Stamp duty

In Hong Kong, seller’s ad valorem stamp duty arising in connection with acceptances of
the Offer will be payable by the relevant Shareholders at a rate of 0.1% of: (i) the market
value of the Offer Shares; or (ii) the consideration payable by the Offeror in respect of the
relevant acceptances of the Offer, whichever is higher, and will be deducted from the cash
amount payable by the Offeror on behalf of the relevant Shareholders accepting the Offer.
The Offeror will arrange the payment of the seller’s ad valorem stamp duty on behalf of
the relevant Shareholders accepting the Offer and will pay the buyer’s ad valorem stamp
duty in connection with the acceptances of the Offer and the transfers of the Offer Shares

in accordance with the Stamp Duty Ordinance (Chapter 117 of the Laws of Hong Kong).

Settlement of the consideration for the Offer

Settlement of the consideration for the Offer (after deducting the accepting Shareholders’
share of stamp duty) will be made as soon as possible but in any event within 7 business
days (as defined under the Takeovers Code) of the date on which the relevant documents
of title of the Shares are received by the Offeror to render each such acceptance complete

and valid or when the Offer has become or declared unconditional, whichever is later.

Overseas Shareholders

The making of the Offer or the acceptance thereof by persons not being a resident of Hong
Kong or with a registered address in jurisdictions outside Hong Kong may be affected
by the laws of the relevant jurisdictions. Independent Shareholders who are citizens or
residents or nationals of jurisdictions outside Hong Kong should inform themselves about

and observe any applicable legal requirements in their own jurisdictions.

It is the responsibility of each Overseas Shareholder who wish to accept the Offer to
satisfy himself/herself/itself as to the full observance of all applicable legal and regulatory
requirements of the relevant jurisdiction in connection therewith, including the obtaining
of any governmental exchange control or other consents which may be required or the
compliance with other necessary formalities and the payment of any transfer or other
taxes due in respect of such jurisdiction. Any acceptance by an Overseas Shareholder will
be deemed to constitute a representation and warranty from such person to the Offeror,
Haitong Capital, Haitong Securities and the Company that he/she/it has observed and is
permitted under all applicable laws and regulations to receive and accept the Offer, and
any revision thereof, and that, such acceptance shall be valid and binding in accordance
with all applicable laws. Independent Shareholders should consult their professional

advisers if in doubt.
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INFORMATION OF THE OFFEROR

The Offeror is a company incorporated in the BVI with limited liability on 4 February
2013. The Offeror is an investment holding company. Its entire issued share capital is
held by Shunda Investment Limited which is a company incorporated in the BVI and is in
turn wholly owned by Mr. Zhou Xuzhou, being the Purchaser’s Warrantor. As such, each
of Shunda Investment Limited and Mr. Zhou is an associate (as defined in the Takeovers
Code) of the Offeror. Save as disclosed above, there are no other associates (as defined in
the Takeovers Code) of the Offeror holding 5% or more of any class of relevant securities
(as defined in Note 4 to Rule 22 of the Takeovers Code) issued by the Offeror.

Mr. Zhou is a director of the Offeror. He is also the founder and chairman of the board of
directors, chief executive officer and the sole shareholder of F 24 H R/ 7 (U-Home
Group Limited*). U-Home Group Limited is a company incorporated under the laws of the
PRC and, together with over twenty of its subsidiaries, is principally engaged in real estate
development, hotel management and property management in various cities in the PRC.
Mr. Zhou, through subsidiaries wholly owned by him, has started his real estate business
since 1992. U-Home Group Limited and the Offeror are fellow subsidiaries of Shunda

Investment Limited. Other biographical details of Mr. Zhou are as follow:

Mr. Zhou, aged 57, obtained a Master of Arts in Library Studies from the University of
Wuhan (£ K £2%) in 1985 and is primarily responsible for leading the strategic planning
and business development of the U-Home Group Limited and overseeing all key aspects of
the operations of the U-Home Group Limited, including financial management and project

development business. He has over 20 years of experience in the property industry.

INTENTION OF THE OFFEROR REGARDING THE REMAINING GROUP

The Offeror intends to continue the existing businesses of the Remaining Group (including
(1) trading of imported pharmaceutical products; (ii) distribution and sale of healthcare
products in local Hong Kong market; (iii) R&D of chemical and biological products;
and (iv) investment holding and treasury function such as, among others, entering into
currency forward contracts and making premium deposits) and has no intention to dispose
of or downsize the Remaining Group’s existing businesses nor dispose of or inject
any of its businesses to the Company immediately after completion of the Offer. Mr.
Zhou is primarily responsible for leading the strategic planning and management of the
business development of U-Home Group Limited (and over twenty of its subsidiaries) and

overseeing all key aspects of its operations. Therefore, Mr. Zhou will manage and develop
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the Remaining Group’s operations and business by leveraging on his extensive experience
of corporate management and strategic planning, and with the supports of the Lau’s Family
pursuant to the Management Agreement. The Offeror will, following completion of the
Offer, conduct a detailed review of the operations of the Remaining Group with a view to
developing corporate strategy to broaden its income stream, which may include expansion
of the scope of business of the Remaining Group should appropriate opportunities arise.
The Offeror considers that the business of the Remaining Group has a stable income
stream, it therefore considers that the Share Purchase and the Offer are in its long-term

commercial interest.

As at the Latest Practicable Date, the Offeror has no intention to introduce any major
changes to the business of the Remaining Group or to dispose of or re-deploy the assets
of the Remaining Group, other than in the ordinary course of business of the Remaining
Group, following completion of the Offer. Also, other than the proposed change of
Board composition as set out in the section below, the Offeror intends to continue the

employment of employees of the Group.

PROPOSED CHANGE OF BOARD COMPOSITION

The Board is currently made up of six Directors, comprising three executive Directors,
namely Mr. Lau Yau Bor, Mr. Lau Kin Tung and Madam Chan Hing Ming and three
independent non-executive Directors, namely Mr. Chiu Wai Piu, Mr. Choy Ping Sheung
and Mr. Fung Tze Wa. All of the current executive Directors and independent non-
executive Directors have tendered their resignation to the Board but each of them has
indicated in his/her resignation letter that his/her resignation is subject to the Takeovers
Code and shall not take effect until the earliest possible date when such resignations may

be permitted to take effect under the Takeovers Code.

The Offeror intends to nominate three executive Directors, namely Mr. Zhou Xuzhou,
Mr. Liu Lailin and Ms. Zhou Wen Chuan, one non-executive Director, namely Mr. Chen
Xuejun, and three independent non-executive Directors, namely Mr. Gao Guanjiang,
Professor Wilton Chi Wai Chau and Mr. Lee Cheuk Yin Dannis, to the Board with effect
from 30 August 2013 after despatch of this Composite Document.

The biography of Mr. Zhou Xuzhou is set out in the paragraph headed “Information on the
Offeror” in this letter.
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The biographical details of Mr. Liu Lailin, Ms. Zhou Wen Chuan, Mr. Chen Xuejun, Mr.
Gao Guanjiang, Professor Wilton Chi Wai Chau and Mr. Lee Cheuk Yin Dannis (together

with Mr. Zhou Xuzhou, the “New Directors”) are as follows:
Executive Directors

Mr. Liu Lailin, aged 56, joined Z# F % H % A R /A @] (Anhui Yuhua Enterprises
Company Ltd.*), the immediate holding company of U-Home Group Limited, in 1994.
He is currently a director and executive vice president of U-Home Group Limited and the
chairman of B FEEY P ¥ R /A 7 (Chuzhou Yuda Property Development Company
Ltd.*), a subsidiary of U-Home Group Limited. Prior to joining Anhui Yuhua Enterprises
Company Ltd., Mr. Liu was the assistant accountant of K & il ¥ %% & A R &= 1T A #
(Datang Xiangtan Power Generation Co., Ltd.*). Mr. Liu has over 16 years of experience
in real estate management. He obtained a Diploma of Management of Industrial Enterprise

from Hunan Radio and Television University in 1986.

Ms. Zhou Wen Chuan, aged 30, joined U-Home Group Limited in 2009 and has been the
assistant to the chairman of the board of directors since then. Ms. Zhou obtained a master
degree in Business Administration from the Chinese University of Hong Kong in 2011, and
a master degree in Food Science and a bachelor degree in Science in Food Nutrition and
Health from the University of British Columbia in 2008 and 2007, respectively. Ms. Zhou
is the daughter of Mr. Zhou Xuzhou.

Non-executive Director

Mr. Chen Xuejun, aged 49, has been appointed as director of three subsidiaries of
U-Home Group Limited, namely, i M 5 F1 & % A BR 2~ ® (Chuzhou Yuhe Property
Company Ltd.*) , VLEf TR EEHFR /A A (Jiangsu Yutai Property Comapany Ltd.*) and
TR E AR/ A (Huangshan Yuda Property Comapany Ltd.*) since 2009. Mr.
Chen set up EHITi4ar K E R ABR/AF (Shenzhen Lingnan Investment Development
Company Limited*) in 2004 and was the chairman since then. Mr. Chen has around 10

years of experience in property development.

— 14 —



LETTER FROM HAITONG SECURITIES

Independent non-executive Directors

Mr. Gao Guanjiang, aged 61, graduated from the University of Wuhan (% K£%) with
a Ph. D in Economics in 1998. Mr. Gao is currently the chairman of Cinda Securities Co.,
Ltd. (55 AR/ 7)) and an executive director of Cinda International Holdings
Limited (Stock Code: 111). Mr. Gao has over 20 years of experience in commercial

banking, investment banking, business administration and securities and finance.

Professor Wilton Chi Wai Chau, aged 52, obtained a doctoral degree in business
administration, a master degree in business administration, a bachelor degree in laws
and a bachelor degree in science. He is a fellow member of the Chartered Association of
Certified Accountants (UK). Prof. Chau currently serves on the boards and committees
of non-profit making organisations, including Hong Kong Biotechnology Organisation
and Hong Kong Business Angel Network Limited. He was an independent non-executive
director of Guangshen Railway Company Limited (H-share stock code: 525; A-share
stock code: 601333) from 2004 to 2011. He is also an adjunct Professor at the department
of finance in the Chinese University of Hong Kong. Prof. Chau has over 26 years of

experience in direct investment and venture capital.

Mr. Lee Cheuk Yin Dannis, aged 43, obtained a bachelor degree in business
administration from Texas A & M University, the USA. He is an associate member of
the Hong Kong Institute of Certified Public Accountants and a member of the American
Institute of Certified Public Accountants. Mr. Lee is currently an independent non-
executive director of Geely Automobile Holdings Limited (Stock Code: 175) and Tiangong
International Company Limited (Stock Code: 826) respectively. He was also a non-
executive director of Kam Hing International Holdings Limited (Stock Code: 2307) from
2009 to 2011 and an executive director of AMCO United Holding Limited (Stock Code:
630) from 2010 to 2011. He possesses over 20 years of experience in accounting and

auditing field.

Each of the New Directors will enter into a service contract or a letter of appointment (as
the case may be) with the Company, and the details of which will be disclosed in a further

announcement to be made by the Company.

As at the Latest Practicable Date, save as disclosed above, each of the New Directors
confirms that (i) he/she does not have any relationship with any Directors, senior
management, management shareholders, substantial shareholders, or controlling shareholder
of the Company; (ii) he/she does not have any interest in the Shares within the meaning of
Part XV of the SFO; (iii) he/she does not hold other positions with the Company and other
members of the Group; (iv) he/she did not hold any directorship in the last three years in

any public companies the securities of which are listed on any securities market in Hong
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Kong or overseas; and (v) he/she does not have any other matters that need to be brought
to the attention of the Sharcholders nor does he/she have any other information that is
required to be disclosed pursuant to any of the requirements under 13.51(2) of the Listing
Rules.

As at the Latest Practicable Date, the Offeror had not identified other candidates for
appointment on the Board. Any changes to the Board will be made in compliance with the
Takeovers Code and the Listing Rules and further announcement will be made pursuant
to Rule 13.51(2) of the Listing Rules accordingly. Save as disclosed in this section, the
Offeror does not intend to undergo any changes to the Board of the Remaining Group after
the close of the Offer.

MAINTAINING THE LISTING STATUS OF THE COMPANY

The Offeror intends to maintain the listing status of the Company on the Main Board of
the Stock Exchange upon the close of the Offer and has undertaken to the Stock Exchange
to take appropriate steps as soon as possible following the close of the Offer to ensure

sufficient public float of the Shares.

If, at the close of the Offer, less than the minimum prescribed percentage applicable
to the Company, being 25% of the Shares, are held by the public, or if the Stock

Exchange believes that:

— a false market exists or may exist in the trading of the Shares; or

—  there are insufficient Shares in public hands to maintain an orderly market,

the Stock Exchange will consider exercising its discretion to suspend dealings in the
Shares.

TAX IMPLICATIONS

None of the Company, the Offeror, Haitong Capital, Haitong Securities, the
Independent Financial Adviser, the Registrar or any of their respective directors
or any other parties involved in the Offer is in a position to advise the Independent
Shareholders on their individual tax implications. The Independent Shareholders are
recommended to consult their own professional advisers as to the tax implications
that may arise from accepting the Offer. None of the Company, the Offeror, the
professional advisers to the Company and the Offeror or any of their respective
directors or any other parties involved in the Offer accepts any responsibility for any
tax effect on, or liabilities of, the Independent Shareholders.
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ACCEPTANCE AND SETTLEMENT

Your attention is drawn to the further details regarding the procedures for acceptance and
settlement and acceptance period as set out in Appendix I to this Composite Document and

the Form of Acceptance and Transfer.

GENERAL

To ensure equality of treatment of all Independent Shareholders, those registered
Independent Shareholders who hold the Shares as nominees for more than one beneficial
owner should, as far as practicable, treat the holding of each beneficial owner separately. It
is essential for the beneficial owners of the Offer Shares whose investments are registered
in the names of nominees to provide instructions to their nominees of their intentions with
regard to the Offer.

All documents and remittances to the Independent Shareholders will be sent to them by
ordinary post at their own risk to their addresses as they appear in the register of members
of the Company or in the case of joint Independent Shareholders, to the Independent
Shareholder whose name appears first in the branch register of members of the Company,
as applicable. None of the Company, the Offeror, Haitong Capital, Haitong Securities,
the Independent Financial Adviser, the Registrar, or any of their respective directors or
professional advisers or any other parties involved in the Offer will be responsible for any

loss or delay in transmission or any other liabilities that may arise as a result thereof.

COMPULSORY ACQUISITION

The Offeror does not intend to avail itself of any power of compulsory acquisition of any
Shares after close of the Offer.

ADDITIONAL INFORMATION

Your attention is drawn to the additional information set out in the appendices to this

Composite Document.

Yours faithfully,
For and on behalf of
Haitong International Securities Company Limited
Hui Yee, Wilson
Managing Director
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i
JIWA BIO-PHARM HOLDINGS LIMITED
RO WP A

(Incorporated in Bermuda with limited liability)
(Stock Code: 2327)

>

Executive Directors: Registered office:
Mr. Lau Yau Bor (Chairman) Clarendon House
Mr. Lau Kin Tung (Vice Chairman) 2 Church Street
Madam Chan Hing Ming (Chief Executive Officer) Hamilton HM 11

Bermuda
Independent non-executive Directors: Head office and principal
Mr. Chiu Wai Piu place of business:
Mr. Choy Ping Sheung 2904, Tower One
Mr. Fung Tze Wa Lippo Centre

89 Queensway

Central

Hong Kong

30 August 2013
To the Independent Shareholders

Dear Sir or Madam,

UNCONDITIONAL MANDATORY CASH OFFER BY
HAITONG INTERNATIONAL SECURITIES COMPANY LIMITED
FOR AND ON BEHALF OF
U-HOME GROUP INTERNATIONAL LIMITED
FOR ALL THE ISSUED SHARES IN
JIWA BIO-PHARM HOLDINGS LIMITED
(OTHER THAN THOSE SHARES ALREADY OWNED BY OR
AGREED TO BE ACQUIRED BY
U-HOME GROUP INTERNATIONAL LIMITED
AND PARTIES ACTING IN CONCERT WITH IT)

* for identification purpose only
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INTRODUCTION

On 22 April 2013, the Company and the Offeror jointly announced that on 12 March 2013,
Mr. Lau Yau Bor, Mr. Lau Kin Tung, Madam Chan Hing Ming, LAUs Holding Co. Ltd.,
MINGS Development Holdings Limited and WHYS Holding Co. Ltd. as vendors, and the
Offeror as purchaser, among others, entered into the Share Purchase Agreement, pursuant
to which the Vendors agreed to sell or procure the sale of an aggregate of 1,173,102,000
Sale Shares owned by them and the Offeror agreed to acquire such Sale Shares,
representing approximately 71.53% of the entire issued share capital of the Company
as at the Latest Practicable Date, at the Share Purchase Price. The Share Purchase was
completed on 23 August 2013, upon which the Offeror and U-Home Group Investment
Limited (being a company indirectly wholly owned by the Purchaser’s Warrantor and a
party acting in concert with the Offeror) became the owners of approximately 51.22% and
20.31% of the entired issued share capital of the Company as at the Latest Practicable Date
respectively. Pursuant to Rule 26.1 of the Takeovers Code, the Offeror is required to make
an unconditional mandatory cash offer for all the issued Shares (other than those Shares
already owned or agreed to be acquired by the Offeror and parties acting in concert with

it). Haitong Securities is making the Offer on behalf of the Offeror.

The purpose of this Composite Document is to provide you with, among others,
information relating to the Group, the Offeror and the Offer as well as to set out the “Letter
from the Independent Board Committee” containing its recommendation to the Independent
Shareholders in respect of the Offer and the “Letter from Somerley” containing its advice
to the Independent Board Committee and the Independent Shareholders in respect of the
Offer.

INDEPENDENT BOARD COMMITTEE

The Independent Board Committee, comprising all the independent non-executive
Directors, namely Mr. Chiu Wai Piu, Mr. Choy Ping Sheung and Mr. Fung Tze Wa, has
been formed to advise the Independent Shareholders in respect of the Offer. Somerley
has been appointed as the independent financial adviser to advise the Independent Board
Committee and the Independent Shareholders in respect of the Offer, in particular as
to whether the Offer is fair and reasonable and as to the acceptance of the Offer. The

appointment of Somerley has been approved by the Independent Board Committee.
You are advised to read the “Letter from the Independent Board Committee” addressed to

the Independent Shareholders and the additional information contained in the appendices to

this Composite Document before taking any action in respect of the Offer.
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UNCONDITIONAL MANDATORY CASH OFFER

Principal terms of the Offer

Haitong Securities, on behalf of the Offeror and in compliance with the Takeovers Code,
hereby makes an unconditional mandatory cash offer for all the issued Shares (other than
those Shares already owned or agreed to be acquired by the Offeror and parties acting in

concert with it) on the following terms:

For each Offer Share ........c.ciiiiiiiiiiittiennneeeennnns HKS$0.2378 in cash

The Offer Price is HK$0.2378 for each Offer Share, which is the same as the final price
per Sale Share paid by the Offeror under the Share Purchase Agreement. The Offer
Price would not be affected by the possible downward adjustment on the final Share
Purchase Price as stipulated in the section headed “The Share Purchase Agreement —
Share Purchase Price — Downward adjustment of the Share Purchase Price” in the Joint
Announcement. The Offer Shares to be acquired under the Offer shall be fully paid and

free from all Encumbrances.

Acceptance of the Offer shall be unconditional and irrevocable and shall not be capable
of being withdrawn, except as permitted under the Takeovers Code. The procedures for
acceptance and further terms of the Offer are set out in Appendix I to this Composite

Document.

Further details of the Offer

Further details of the Offer including, among others, the terms and conditions and
the procedures for acceptance and settlement are set out in the “Letter from Haitong

Securities”, Appendix I to this Composite Document and the accompanying Form of

Acceptance and Transfer.
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INFORMATION ON THE GROUP

The Group is principally engaged in trading of imported pharmaceutical products in the
PRC, distribution and sale of healthcare products in local Hong Kong market, R&D of
chemical and biological products, and investment holding and treasury function such as,

among others, entering into currency forward contracts and making premium deposits.

For the years ended 31 March 2012 and 2013, the Group recorded audited consolidated
profit before income tax of approximately HK$75.3 million and HK$47.3 million
respectively, and profit attributable to owners of the Company of approximately HK$70.6
million and HK$41.8 million respectively. The audited consolidated net assets attributable
to owners of the Company as at 31 March 2012 and 2013 were approximately HK$604.6
million and HK$615.9 million respectively.

The Disposal and the Property Disposal were completed on 23 August 2013. The Company
is expected to distribute the Special Dividend on 30 August 2013. Based on the unaudited
pro forma financial statements of the Remaining Group as set out in the announcement of
the Company dated 1 August 2013, assuming completion of the Disposal and the Property
Disposal took place on 1 April 2012, the Remaining Group would have recorded net
profit attributable to owners of the Company of approximately HK$123.0 million for the
year ended 31 March 2013. Based on the unaudited pro forma consolidated statement of
financial position as set out in the Circular, assuming completion of the Disposal and the
Property Disposal and the distribution of the Special Dividend took place on 31 March
2013, the Remaining Group would have recorded net assets attributable to owners of the

Company of approximately HK$93.0 million as at 31 March 2013.
Further financial information in relation to the Group is set out in Appendix II to this

Composite Document. Please also refer to the Circular and the Company’s announcement

dated 1 August 2013 for further financial information in relation to the Remaining Group.
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SHAREHOLDING STRUCTURE

Reference is made to the Joint Announcement. Mr. Lau Kin Tung, an executive Director
and one of the Vendors, informed the Company on 22 August 2013 that Ms. Xia Tian, his
spouse owned 1,362,000 Shares (representing approximately 0.08% of the issued share
capital of the Company) as at 22 April 2013, being the date of the Joint Announcement
and Ms. Xia Tian ceased to have any shareholding in the Company on 10 May 2013. Since
such information was not available to the Company at the time of preparing and issue of
the Joint Announcement, the 1,362,000 Shares owned by Ms. Xia Tian as at the date of
the Joint Announcement was inaccurately counted toward the shareholding of the public
Shareholders in the shareholding structure of the Company presented on page 11 of the
Joint Announcement. Please also refer to the joint announcement of the Company and the
Offeror dated 30 August 2013 in respect of, among other things, details of the aforesaid

clarification.

The following table sets out (i) the accurate shareholding structure of the Company as
at the date of the Joint Announcement; (ii) the shareholding structure of the Company
immediately before completion of the Share Purchase Agreement; and (iii) the shareholding
structure of the Company immediately after completion of the Share Purchase Agreement
and as at the Latest Practicable Date:

Immediately after
completion of the Share

Immediately before Purchase Agreement and

As at the date of the completion of the Share as at the Latest

Name of Shareholders Joint Announcement Purchase Agreement Practicable Date
Niumber of % of Shares Number of % of Shares Number of % of Shares
Shares held inissue  Shares held imissue  Shares held in issue
The Offeror — — — — 840,000,000 5122
U-Home Group [nvestment Limited — — — — 333,102,000 2031
The Offeror and parties acting in concert with it — — — — 1,173,102,000 71.53
Mr. Lau Yau Bor 96,390,000 593 96,390,000 5.88 — —
Madam Chan Hing Ming 41,712,000 257 41,712,000 254 — —
Mr. Lau Kin Tung 15,000,000 0.92 15,000,000 091 — —
LAUs Holding Co. Ltd. 840,000,000 51.69 840,000,000 51.22 — —
MINGS Development Holdings Limited 75,000,000 462 75,000,000 457 — —
WHYS Holding Co. Ltd. 105,000,000 6.46 105,000,000 6.40 — —
Ms. Xia Tian 1,362,000 0.08 — — — —

Sub-total of the Vendors and parties acting in

concert with any of them 1,174,464,000 7227 1,173,102,000 71.53 - -
Public Shareholders 450,536,000 21173 466,898,000 2847 466,898,000 2847
Total 1,625,000,000 10000 1,640,000,000 10000 1,640,000,000 100.00
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Save as disclosed above, no change is required to be made to the information contained
in the Joint Announcement, the Circular and any other documents (as defined under the
Takeovers Code) in respect of the Offer and the Special Deals (as defined in the Joint
Announcement) issued by the Company and/or the Offeror prior to the Latest Practicable
Date.

INFORMATION ON THE OFFEROR

Your attention is drawn to the section headed “Information of the Offeror” in the “Letter

from Haitong Securities” of this Composite Document.

INTENTION OF THE OFFEROR REGARDING THE GROUP

The Offeror intends to continue the existing businesses of the Group (including (i) trading
of imported pharmaceutical products; (ii) distribution and sale of healthcare products
in local Hong Kong market; (iii) R&D of chemical and biological products; and (iv)
investment holding and treasury function such as, among others, entering into currency
forward contracts and making premium deposits) and has no intention to dispose of or
downsize the Group’s existing businesses nor inject any of its businesses to the Company
immediately after completion of the Offer. The Offeror will, following completion of the
Offer, conduct a detailed review of the operations of the Group with a view to developing
corporate strategy to broaden its income stream, which may include expansion of the scope
of business of the Group should appropriate opportunities arise. For further details, please
refer to the section headed “Intention of the Offeror regarding the Remaining Group” in

the “Letter from Haitong Securities” of this Composite Document.

PROPOSED CHANGE OF BOARD COMPOSITION

The Board is currently made up of six Directors, comprising three executive Directors,
namely Mr. Lau Yau Bor, Mr. Lau Kin Tung and Madam Chan Hing Ming and three
independent non-executive Directors, namely Mr. Chiu Wai Piu, Mr. Choy Ping Sheung
and Mr. Fung Tze Wa. All of the current executive Directors and independent non-
executive Directors have tendered their resignation to the Board but each of them has
indicated in his/her resignation letter that his/her resignation is subject to the Takeovers
Code and shall not take effect until the earliest possible date when such resignations may
be permitted to take effect under the Takeovers Code. The Offeror intends to nominate
three executive Directors, namely Mr. Zhou Xuzhou, Mr. Liu Lailin and Ms. Zhou
Wen Chuan, one non-executive Director, Mr. Chen Xuejun, and three independent non-
executive Directors, namely Mr. Gao Guanjiang, Professor Wilton Chi Wai Chau and Mr.
Lee Cheuk Yin Dannis to the Board with effect from 30 August 2013 after the despatch of
this Composite Document. For further details, please refer to the section headed “Proposed
change of Board composition” in the “Letter from Haitong Securities” of this Composite

Document.
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MAINTAINING THE LISTING STATUS OF THE COMPANY

The Offeror intends to maintain the listing status of the Company on the main board of
the Stock Exchange upon the close of the Offer and has undertaken to the Stock Exchange
to take appropriate steps as soon as possible following the close of the Offer to ensure
sufficient public float of the Shares.

The Stock Exchange has stated that if, at the closing of the Offer, less than 25% of
the Shares are held by the public or if the Stock Exchange believes that: (i) a false
market exists or may exist in the trading of the Shares; or (ii) there are insufficient
Shares in public hands to maintain an orderly market, then it will consider exercising
its discretion to suspend dealings in the Shares.

RECOMMENDATION

Your attention is drawn to the letters from the Independent Board Committee and
Somerley, respectively, which set out their recommendations and opinions in relation
to the Offer and the principal factors considered by them before arriving at their

recommendations.

ADDITIONAL INFORMATION

You are advised to read carefully the Appendix I to this Composite Document together
with the accompanying Form of Acceptance and Transfer in respect of the acceptance
and settlement procedures of the Offer. Your attention is also drawn to the additional

information contained in the other appendices to this Composite Document.

Yours faithfully,
By order of the Board
Jiwa Bio-Pharm Holdings Limited
Chan Hing Ming
Executive Director and Chief Executive Officer
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i
JIWA BIO-PHARM HOLDINGS LIMITED
RO WP A

(Incorporated in Bermuda with limited liability)
(Stock Code: 2327)

>

30 August 2013
To the Independent Shareholders
Dear Sir or Madam,

UNCONDITIONAL MANDATORY CASH OFFER BY
HAITONG INTERNATIONAL SECURITIES COMPANY LIMITED
FOR AND ON BEHALF OF
U-HOME GROUP INTERNATIONAL LIMITED
FOR ALL THE ISSUED SHARES IN
JIWA BIO-PHARM HOLDINGS LIMITED
(OTHER THAN THOSE SHARES ALREADY OWNED BY OR
AGREED TO BE ACQUIRED BY
U-HOME GROUP INTERNATIONAL LIMITED
AND PARTIES ACTING IN CONCERT WITH IT)

INTRODUCTION

We refer to the composite offer and response document dated 30 August 2013 jointly
issued by the Company and the Offeror (the “Composite Document”), of which this
letter forms part. Terms used in this letter shall have the same meanings as defined in the
Composite Document unless the context otherwise requires.

We have been appointed as members of the Independent Board Committee to consider
the terms of the Offer and to advise you as to whether, in our opinion, the terms of the
Offer are fair and reasonable so far as the Independent Sharcholders are concerned and
as to acceptance of the Offer. Somerley has been appointed as the independent financial
adviser to advise us in this respect. Details of its advice and principal factors taken into
consideration in arriving at its recommendation are set out in the “Letter from Somerley”

on pages 27 to 45 of the Composite Document.

* for identification purpose only
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RECOMMENDATION

Taking into account the terms of the Offer, the advice from the Independent Financial
Adviser and the principal factors taken into account in arriving at its recommendation,
we consider that the terms of the Offer are fair and reasonable so far as the Independent
Shareholders are concerned and recommend the Independent Shareholders to accept the
Offer. However, we would like to remind the Independent Shareholders to closely monitor
the market price and liquidity of the Shares during the period of the Offer. Should the
market price of the Shares exceed the Offer Price during the period of the Offer, and the
sale proceeds (net of transaction costs) exceed the net proceeds receivable under the Offer,
the Independent Shareholders may wish to consider selling their Shares in the market

instead of accepting the Offer.

In any case, the Independent Shareholders are strongly advised that the decision to
realise or to hold their investment is subject to individual circumstances and investment
objectives. If in doubt, the Independent Shareholders should consult their own professional
advisers for professional advice. Furthermore, the Independent Shareholders who wish to
accept the Offer are recommended to read carefully the procedures for accepting the Offer

as detailed in the Composite Document.

Yours faithfully,
For and on behalf of the
Independent Board Committee

Jiwa Bio-Pharm Holdings Limited

Mr. Chiu Wai Piu Mr. Choy Ping Sheung Mr. Fung Tze Wa

Independent Non-executive Directors

26 —



LETTER FROM SOMERLEY

The following is the full text of a letter of advice from Somerley to the Independent Board
Committee in relation to the Offer, which has been prepared for the purpose of inclusion

in the Composite Document.

z: SOMERLEY LIMITED
20th Floor
Aon China Building

29 Queen’s Road Central
Hong Kong

30 August 2013

To: The Independent Board Committee of
JIWA Bio-Pharm Holdings Limited

Dear Sirs,

UNCONDITIONAL MANDATORY CASH OFFER BY
HAITONG INTERNATIONAL SECURITIES COMPANY LIMITED
FOR AND ON BEHALF OF
U-HOME GROUP INTERNATIONAL LIMITED
FOR ALL THE ISSUED SHARES IN
JIWA BIO-PHARM HOLDINGS LIMITED
(OTHER THAN THOSE SHARES ALREADY OWNED BY OR
AGREED TO BE ACQUIRED
BY U-HOME GROUP INTERNATIONAL LIMITED
AND PARTIES ACTING IN CONCERT WITH IT)

INTRODUCTION

We refer to our appointment to advise the Independent Board Committee in connection
with the unconditional mandatory cash offer by Haitong International Securities Company
Limited for and on behalf of U-Home Group International Limited to acquire all the issued
shares of Jiwa Bio-Pharm Holdings Limited (other than those already owned by or agreed
to be acquired by U-Home Group International Limited and parties acting in concert
with it). Details of the Offer are set out in the Composite Document to the Independent
Shareholders dated 30 August 2013, of which this letter forms a part. Terms used in this
letter shall have the same meanings as those defined in the Composite Document unless

the context otherwise requires.
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On 12 March 2013, Mr. Lau Yau Bor, Mr. Lau Kin Tung, Madam Chan Hing Ming, LAUs
Holding Co. Ltd., MINGS Development Holdings Limited and WHYS Holding Co. Ltd.
as vendors, and the Offeror as purchaser entered into the Share Purchase Agreement,
pursuant to which the Vendors agreed to sell or procure the sale of an aggregate of
1,173,102,000 Sale Shares owned by them and the Offeror agreed to acquire such Sale
Shares, representing approximately 71.53% of the issued share capital of the Company
as at the Latest Practicable Date, at the Share Purchase Price. As disclosed in the joint
announcement made by the Company and the Offeror dated 23 August 2013 relating
to the completion of the Share Purchase Agreement and the Offer, immediately upon
completion of the Share Purchase on 23 August 2013, the Offeror and U-Home Group
Investment Limited (being a party acting in concert with the Offeror) became the owners
of approximately 51.22% and 20.31% of the entire issued share capital of the Company
respectively. Accordingly, the Offeror is required to make an unconditional mandatory
general offer in cash for all the issued Shares (other than those Shares already owned or
agreed to be acquired by the Offeror and parties acting in concert with it) pursuant to Rule
26.1 of the Takeovers Code.

The Independent Board Committee comprising all the independent non-executive
Directors, namely Mr. Chiu Wai Piu, Mr. Choy Ping Sheung and Mr. Fung Tze Wa, has
been formed to advise the Independent Shareholders on whether terms of the Offer are
fair and reasonable and in the interests of the Company and the Shareholders as a whole.
We, Somerley, have been appointed as the independent financial adviser to advise the
Independent Board Committee on these matters. Our appointment has been approved by
the Independent Board Committee.

We are not associated or connected with the Company or the Offeror, their respective
substantial shareholders or any party acting, or presumed to be acting, in concert with any
of them and, accordingly, are considered eligible to give independent advice on the Offer.
Apart from normal professional fees payable to us in connection with this appointment, no
arrangement exists whereby we will receive any fees or benefits from the Company or the
Offeror, their respective substantial shareholders or any party acting, or presumed to be

acting, in concert with any of them.
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In formulating our advice and recommendation, we have relied on the information
and facts supplied, and the opinions expressed, by the Directors and management of
the Company (the “Management”), which we have assumed to be true, accurate and
complete. We have reviewed the published information on the Company, including but
not limited to, annual reports of the Company for the years ended 31 March 2012 and 31
March 2013 (the “2013 Annual Report”), the Circular, the Company’s announcement
dated 1 August 2013 in relation to the clarification of certain unaudited pro forma
financial information of the Remaining Group set out in the Circular (the “Clarification
Announcement”) and other information contained in the Composite Document. We have
reviewed the trading performance of the Shares on the Stock Exchange. We have sought
and received confirmation from the Directors that no material facts have been omitted
from the information supplied and opinions expressed by them. The Company will notify
the Shareholders of any material changes during the Offer period (as defined under the
Takeovers Code) as soon as possible in accordance with Rule 9.1 of the Takeovers Code.
The Independent Shareholders will also be notified of any material changes to such
information provided and our opinion as soon as possible after the Latest Practicable Date
and throughout the Offer period (as defined under the Takeovers Code). We consider that
the information we have received is sufficient for us to reach our opinion and advice as
set out in this letter. We have no reason to doubt the truth and accuracy of the information
provided to us or to believe that any material facts have been omitted or withheld. We
have, however, not conducted any independent investigation into the business and affairs
of the Group, nor have we carried out any independent verification of the information
supplied. We have also assumed that all representations contained or referred to in the
Composite Document are true at the time they were made and at the date of the Composite
Document and Shareholders will be notified of any material changes as soon as possible, if

any.

We have not considered the tax and regulatory implications on the Independent
Shareholders of acceptance or non-acceptance of the Offer since these depend on their
individual circumstances. In particular, Independent Shareholders who are resident
overseas or subject to overseas taxes or Hong Kong taxation on securities dealings should
consider their own tax positions and, if in any doubt, should consult their own professional

advisers.
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PRINCIPAL TERMS OF THE OFFER

The Offer

Haitong Securities is making the Offer for and on behalf of the Offeror to acquire the
Offer Shares on the following basis:

For each Offer Share . ......oiiii ittt ittt eeeennneens HKS$0.2378 in cash

The Offer Price of HK$0.2378 for each Offer Share is the same as the final price for
each Sale Share paid by the Offeror under the Share Purchase Agreement. There was no
downward adjustment on the final Share Purchase Price as stipulated in the section
headed “The Share Purchase Agreement — Share Purchase Price — Downward
adjustment of the Share Purchase Price” in the Joint Announcement. The Offer Shares

to be acquired under the Offer shall be fully paid and free from all Encumbrances.

Details of the terms of the Offer are contained in the letter from Haitong Securities and
Appendix I to the Composite Document. Independent Shareholders are urged to read the

relevant sections in the Composite Document in full.

PRINCIPAL FACTORS AND REASONS CONSIDERED

In formulating our opinion and recommendation with regard to the Offer, we have taken

into account the following principal factors and reasons:

1. Background leading to the Offer

On 22 April 2013, the Company and the Offeror jointly announced that on 12 March
2013, Mr. Lau Yau Bor, Mr. Lau Kin Tung, Madam Chan Hing Ming, LAUs Holding
Co. Ltd., MINGS Development Holdings Limited and WHYS Holding Co. Ltd. as
vendors, and the Offeror as purchaser entered into the Share Purchase Agreement,
pursuant to which the Vendors agreed to sell or procure the sale of an aggregate of
1,173,102,000 Sale Shares owned by them and the Offeror agreed to acquire such
Sale Shares, representing approximately 71.53% of the entire issued share capital of

the Company as at the Latest Practicable Date, at the Share Purchase Price.
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On the same date of the Share Purchase Agreement, the Group also entered into
various agreements relating to the Disposal (the “Disposal Agreement”), the
Property Disposal (the “Property Disposal Agreement”), the option to require
Sunny Enterprise Limited to purchase from the Remaining Group the Option
Property (as defined below) (the “Property Option Deed”) and the provision of
management services to be provided by Sunny Enterprise Limited to the Remaining
Group (the “Management Agreement”). Details of each of such agreements are set
out in the Circular. Completion of the Share Purchase Agreement was conditional
upon, among other things, the Independent Shareholders having approved by way of
poll the Disposal Agreement, the Property Disposal Agreement, the Property Option
Deed and the Management Agreement and the respective transactions contemplated
thereunder, and the Disposal Agreement and the Property Disposal Agreement having
become unconditional in accordance with the terms thereof (save for the conditions

precedent to the completion of the Share Purchase Agreement).

As jointly announced by the Company and the Offeror on 23 August 2013, the
completion of the Share Purchase Agreement took place on 23 August 2013.
Immediately upon completion of the Share Purchase on 23 August 2013, the Offeror
and U-Home Group Investment Limited (being a company indirectly wholly owned
by the Purchaser’s Warrantor and a party acting in concert with the Offeror) became
the owners of approximately 51.22% and 20.31% of the entire issued share capital of
the Company respectively. Pursuant to Rule 26.1 of the Takeovers Code, the Offeror
is required to make an unconditional mandatory general offer in cash for all the
issued Shares (other than those Shares already owned or agreed to be acquired by the
Offeror and parties acting in concert with it). As stated in the letter from the Board,

the Special Dividend is expected to be paid on 30 August 2013.

Information on the Remaining Group

The principal activity of the Company is investment holding. Following the
completion of the Disposal, the Remaining Group is principally engaged in (i)
trading of imported pharmaceutical products in the PRC; (ii) distribution and sale of
healthcare products in local Hong Kong market; (iii) R&D of chemical and biological
products; and (iv) investment holding and treasury function such as, among others,

entering into currency forward contracts and making premium deposits.
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(a)

Financial performance of the Remaining Group

Set out below are a summary of the unaudited pro forma consolidated revenue
and profit figures of the Remaining Group for the year ended 31 March 2013
(as if the Disposal (and those transactions that are considered to be inter-
conditional to the Disposal) had been completed on 1 April 2012) as extracted
from the unaudited pro forma consolidated statement of comprehensive
income (the “Pro Forma Income Statement”) set out in the Circular and the

subsequent amendments stated in the Clarification Announcement:

For the year ended
31 March 2013

(unaudited)
HK$°000
Revenue 35,648
Cost of sales (27,720)
Gross profit 7,928
Other income 2,601
Administrative expenses (10,674)
Other operating expenses (4,476)
Other gains and losses 134,746
Operating profit 130,125
Finance costs (2,996)
Profit before income tax 127,129
Income tax expense (4,174)
Profit for the year attributable to owners of the
Company 122,955
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For the financial year ended 31 March 2013, the total revenue of approximately
HK$35.6 million of the Group was entirely contributed by the Remaining
Group’s business of trading of pharmaceutical and healthcare products. As
discussed in the letter from the Board of the Circular, in the view that B
FE R BBy A R /A A (Kunming Jida Pharmaceutical Company Limited*,
“Kunming Jida”) had been accounted for as an associate in the consolidated
financial statement of the Group before the Disposal and its financial results
and position has been equity-accounted for in the consolidated financial
statements of the Group, completion of the Disposal was not expected to have
impact on the revenue of the Remaining Group and its principal activities
will remain as (i) trading of imported pharmaceutical products in the PRC;
(i1) distribution and sale of healthcare products in local Hong Kong market;
(ii1) R&D of chemical and biological products; and (iv) investment holding
and treasury function (such as, among others, entering into currency forward
contracts and making premium deposits). Accordingly, based on the Pro
Forma Income Statement and on the assumption as if the Disposal (and those
transactions that are considered to be inter-conditional to the Disposal) had
been completed on 1 April 2012, the pro forma revenue and gross profit of
the Remaining Group would remain as approximately HK$35.6 million and
HKS$7.9 million respectively for the year ended 31 March 2013 following the
completion of the Disposal (and those transactions that are considered to be
inter-conditional to the Disposal).

The Group reported an audited net profit before and after income tax of
approximately HK$47.3 million and HK$41.8 million respectively for the
financial year ended 31 March 2013. Based on the 2013 Annual Report, the
Group had recognised a share of profit from associates which was mainly
attributable to Kunming Jida and its subsidiaries of approximately HK$35.4
million for the financial year ended 31 March 2013. If only taking into account
the exclusion of the share of results of associates of approximately HK$35.4
million for the financial year ended 31 March 2013, the Group’s profit before
and after income tax for the period would become approximately HKS$11.9
million and HK$6.4 million respectively.

According to the Pro Forma Income Statement, as a result of the completion
of the Disposal (and those transactions that are considered to be inter-
conditional to the Disposal) and after taking into account, among other things,
the estimated gain on the Disposal, adjustments regarding the deconsolidation
of the results of the Jiwa Pharmaceuticals Limited (together with its 49%
interest in Kunming Jida and its subsidiaries) and the estimated gain on the
Property Disposal, the pro forma operating profit of the Remaining Group for
the year ended 31 March 2013 would increase from approximately HK$16.4
million to approximately HK$130.1 million, whilst the pro forma profit for

*  for identification purpose only



LETTER FROM SOMERLEY

(b)

the year attributable to owners of the Company for the year ended 31 March
2013 would increase from approximately HK$41.8 million to approximately
HK$123.0 million.

Financial position of the Remaining Group

Set out below are the highlights on the unaudited pro forma consolidated
statement of financial position of the Remaining Group as at 31 March 2013
(as if the Disposal (and those transactions that are considered to be inter-
conditional to the Disposal) had been completed as at 31 March 2013) as
extracted from the unaudited pro forma consolidated statement of financial
position in the Appendix III to the Circular:

As at
31 March 2013
(unaudited)
HK$000
Non-current assets
Investment properties 33,000
Other non-current assets 373
33,373
Current assets
Treasury products at fair value through profit or loss 100,888
Cash and cash equivalents 56,896
Other current assets 28,887
186,671
Current liabilities
Bank borrowings 108,725
Other non-current liabilities 18,124
126,849
Non-current liabilities 217
Total equity
Equity attributable to owners of the Company 92,984
Non-controlling interests (6)
92,978
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Following the completion of the Disposal (and those transactions that are
considered to be inter-conditional to the Disposal), the principal asset of the
Remaining Group would comprise mainly its holding of, among other things,
(1) a non-residential property located at No.6, 29/F., Tower One, Lippo Centre,
89 Queensway, Central, Hong Kong (the “Option Property”); (ii) treasury
products including debt securities in an aggregate principal amount of US$12.6
million; and (iii) cash and cash equivalents, while its liabilities would include
mainly bank loans. Based on the unaudited pro forma consolidated net asset
value of the Remaining Group attributable to owners of the Company of
approximately HK$93.0 million as at 31 March 2013 as set out in Appendix
III to the Circular and a total of 1,640,000,000 Shares in issue as at the
Latest Practicable Date, the unaudited pro forma consolidated net asset value
of the Remaining Group attributable to owners of the Company would be
approximately HK$0.0567 per Share (the “Pro Forma NAYV Per Share”) after
taking into account the effects of the Disposal (and those transactions that are

considered to be inter-conditional to the Disposal).

Prospects of the Group

Following completion of the Disposal, the principal business of the Remaining
Group will remain as (i) trading of imported pharmaceutical products in the PRC; (ii)
distribution and sale of healthcare products in local Hong Kong market; (iii) R&D of
chemical and biological products, and; (iv) investment holding and treasury function
such as, among others, entering into currency forward contracts and making premium

deposits.

It was discussed in the Circular that the business model of the Remaining Group will
be consistent with that operated by the Group since the Group’s commencement of
the trading business of imported pharmaceutical products since 1989. In light of the
recent decrease in total revenue of the Group from approximately HK$203.8 million
for the financial year ended 31 March 2012 to HK$35.6 million for the financial
year ended 31 March 2013, which was mainly due to the decrease in demand as a
result of Kunming Jida having established its own trading division in late 2011 to
directly procure drugs from supplier in Europe instead of purchasing drugs from
the Group, and in order to strengthen the Remaining Group’s trading business, the
Remaining Group has started to look at trading opportunities in different regions and
industries building on its market network in Europe, ASEAN and the PRC as well as
the extensive experience of its management in trading business. It was also discussed
in the Circular that the Remaining Group will explore new pharmaceutical product

opportunities from European countries to enhance the existing pharmaceutical
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products profile for sale to existing PRC distributors. It intends to also extend
the trading business by soliciting the European pharmaceutical suppliers for new
patented drugs in specialised medical area mainly in gastro-intestinal and musculo-
skeletal categories and by trading other pharmaceutical related products such as
medical instrument and skincare products. However, as provided by the Company,
no such new trading opportunity has been obtained by the Remaining Group as at the
Latest Practicable Date.

In the R&D business, the Remaining Group industrialises and commercialises
chemical and pharmaceutical products. The existing projects currently undertaken
by the Remaining Group include the (i) GSH production technology project for liver
disease under the technology transfer agreement dated 23 July 2012 (the “TTA”)
which was entered into between Base Affirm International Limited (a wholly-
owned subsidiaries of the Company) and ZErgfE KAYEHZ A R/A A (Yunnan Jida
Biotech Limited*, a wholly-owned subsidiaries of Kunming Jida), and (ii) D-7ACA
production technology project, which is about the development of the technology of
an intermediate for anti-biotic products and studying of the application of technology
to certain downstream anti-biotic products. As reported in the 2013 Annual Report,
the R&D business segment recorded a segment loss of approximately HK$1.7 million
for the financial year ended 31 March 2012, whilst contributed a segment profit of
approximately HK$21.7 million which was mainly attributable to the stage payment
received relating to the transfer of the GSH production technology to Yunnan Jida
Biotech Limited under the TTA, for the financial year ended 31 March 2013. Given
the nature of the R&D business the income generating capability of which will be
subject to the success of its R&D projects, it is reasonable to expect that the R&D
business segment may not always be able to provide a stable income to the Group.
However, the Management is continuously propelling the existing projects as well as
putting continuous efforts in identifying R&D projects with potentials. As provided
by the Company, the Remaining Group will continue to seek customers for the
industrialisation and commercialisation of the existing successful R&D projects, as
well as to seek strategic partner for co-operation in new R&D projects. However,
according to the Company, no new R&D projects have been undertaken by the

Remaining Group as at the Latest Practicable Date.

Based on discussion above, we note that the business prospect and any improvement
in the results of the Remaining Group could be affected by factors including (i)
whether the Remaining Group could successfully explore new pharmaceutical product
opportunities for its existing trading business and/or to enhance its pharmaceutical
products profile; and (ii) the Remaining Group’s capability to industrialise and

commercialise the existing R&D projects and to identify new R&D projects with
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potentials. In addition, despite that, as disclosed in the letter from Haitong Securities
of the Composite Document, the Offeror will, following completion of the Offer,
conduct a detailed review of the operations of the Remaining Group with a view
to develop corporate strategy to broaden its income stream, which may include
expansion of the scope of business of the Remaining Group should appropriate
opportunities arise, there has been however no detailed business plan provided
by the Offeror in these regards as at the Latest Practicable Date. Given the above
circumstances, the business prospect and/or improvement in the results of the

Remaining Group in the near future is considered uncertain.

4. Information on the Offeror

As set out in the letter from Haitong Securities of the Composite Document, the
Offeror is a company incorporated in the BVI with limited liability on 4 February
2013. The Offeror is an investment holding company. Its entire issued share capital
is held by Shunda Investment Limited which is a company incorporated in the BVI
and is wholly owned by Mr. Zhou Xuzhou, being the Purchaser’s Warrantor. As
such, each of Shunda Investment Limited and Mr. Zhou is an associate (as defined in
the Takeovers Code) of the Offeror.

Mr. Zhou is a director of the Offeror. He is also the founder and chairman of the
board of directors, chief executive officer and the sole shareholder of F=ZE4E A R
/N H] (U-Home Group Limited*). U-Home Group Limited is a company incorporated
under the laws of the PRC and, together with over twenty of its subsidiaries, is
principally engaged in real estate development, hotel management and property
management in various cities in the PRC. Mr. Zhou, through subsidiaries wholly
owned by him, has started his real estate business since 1992. U-Home Group

Limited and the Offeror are fellow subsidiaries of Shunda Investment Limited.

Independent Shareholders may refer to the letter from Haitong Securities of the

Composite Document for further information on the Offeror and Mr. Zhou.

5. Intention of the Offeror regarding the Remaining Group and proposed change

in board composition

As set out in the letter from Haitong Securities of the Composite Document,
the Offeror intends to continue the existing businesses of the Remaining Group
(including (i) trading of imported pharmaceutical products; (ii) distribution and
sale of healthcare products in local Hong Kong market (iii) R&D of chemical

and biological products; and (iv) investment holding and treasury function such

*  for identification purpose only



LETTER FROM SOMERLEY

as, among others, entering into currency forward contracts and making premium
deposits) and has no intention to dispose of or downsize the Remaining Group’s
existing businesses nor dispose of or inject any of its businesses to the Company
immediately after completion of the Offer. Mr. Zhou is primarily responsible for
leading the strategic planning and management of the business development of
U-Home Group Limited (and over twenty of its subsidiaries) and overseeing all
key aspects of its operations. Therefore, Mr. Zhou will manage and develop the
Remaining Group’s operations and business with the supports of the Lau’s Family
pursuant to the Management Agreement. The Offeror will, following completion
of the Offer, conduct a detailed review of the operations of the Remaining Group
with a view to developing corporate strategy to broaden its income stream, which
may include expansion of the scope of business of the Remaining Group should

appropriate opportunities arise.

As at the Latest Practicable Date, the Offeror has no intention to introduce any major
changes to the business of the Remaining Group or to dispose of or re-deploy the
assets of the Remaining Group, other than in the ordinary course of business of the
Remaining Group, following completion of the Offer. Also, as disclosed in the letter
from Haitong Securities of the Composite Document, other than the proposed change
of Board composition, the Offeror does not intend to discontinue the employment of

employees of the Group.

As further stated in the letter from Haitong Securities of the Composite Document,
all of the current executive Directors and independent non-executive Directors
have tendered their resignation to the Board but each of them has indicated in his/
her resignation letter that his/her resignation is subject to the Takeovers Code and
shall not take effect until the earliest possible date when such resignations may be
permitted to take effect under the Takeovers Code. The Offeror intends to nominate
three executive Directors, namely Mr. Zhou Xuzhou, Mr. Liu Lailin and Ms. Zhou
Wen Chuan, one non-executive Director, namely Mr. Chen Xuejun and three
independent non-executive Directors, namely Mr. Gao Guanjiang, Professor Wilton
Chi Wai Chau and Mr. Lee Cheuk Yin Dannis to the Board with effect from 30
August 2013 after the despatch of the Composite Document.

Independent Shareholders may refer to the letter from Haitong Securities of the

Composite Document for further details on the intention of the Offeror regarding the

Group and the proposed changes of Board composition.
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Although the Offeror and the new Directors to be nominated by the Offeror do not
have particular experiences in the pharmaceutical industry, the Company has retained
the Lau’s Family to manage the business of the Remaining Group for a period of two
years following completion of the Disposal pursuant to the Management Agreement
which is expected to enable a smooth transition of the management of the Remaining

Group.

As disclosed in the letter from Haitong Securities of the Composite Document, the
Offeror intends to maintain the listing status of the Company on the Main Board
of the Stock Exchange upon the close of the Offer and has undertaken to the Stock
Exchange to take appropriate steps as soon as possible following the close of the

Offer to ensure sufficient public float of the Shares.

Offer Price comparison

(a) Historical price performance and liquidity of the Shares

As the Special Dividend is expected to be paid on 30 August 2013, following
completion of the Disposal and the Property Disposal, to the Shareholders
whose names appeared on the Company’s share register on 21 August 2013
(the “Qualifying Shareholders”), the rights to the Special Dividend were
not attached to the Sale Shares purchased by the Offeror. All Qualifying
Shareholders are entitled to the Special Dividend whether they accept the Offer
or not during the offer period. Accordingly, when comparing the Offer Price
relative to the historical price performance of the Shares, we have considered
the comparisons of the Offer Price against the historical closing price of
the Shares after adjusted for the Special Dividend (the “Adjusted Closing
Prices”) prior to 16 August 2013 (being the ex-entitlement date with respect to
the Special Dividend, the “Ex-Entitlement Date”) and the daily closing prices
of the Shares from the Ex-Entitlement Date, during the period from 3 January
2012 up to the Latest Practicable Date (collectively, the “Review Period”):
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Source: Website of the Stock Exchange

From the chart above, the Adjusted Closing Price of the Shares were ranged
from a negative value to HK$0.135 per Share during the period from 3 January
2012 and 11 March 2013, being the last trading day for the Shares prior to
the suspension of trading in the Shares pending the publication of the Joint
Announcement (the “Last Trading Day”) (both dates inclusive, the “Pre-
Announcement Period”). The Offer Price is consistently higher than the
Adjusted Closing Prices during the whole Pre-Announcement Period and, in

particular, represents:

(i) a premium of approximately 137.8% over the Adjusted Closing Price of
approximately HK$0.100 per Share on the Last Trading Day;

(i1)) a premium of approximately 114.2% over the average Adjusted Closing
Price of approximately HK$0.111 per Share for the 10 trading days
immediately prior to and including the Last Trading Day;

(iii)) a premium of approximately 133.1% over the average Adjusted Closing

Price of approximately HK$0.102 per Share for the 30 trading days
immediately prior to and including the Last Trading Day;
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(iv) a premium of approximately 480.0% over the average Adjusted Closing
Price of approximately HK$0.041 per Share for the 90 trading days
immediately prior to and including the Last Trading Day;

(v) a premium over the average Adjusted Closing Price of a negative value

during the Pre-Announcement Period; and

(vi) a premium of approximately 319.4% over the Pro Forma NAV Per Share
of approximately HK$0.0567.

Following the release of the Joint Announcement and the resumption of
trading in Shares on 23 April 2013, the Adjusted Closing Price per Share
soured from HKS$0.100 on the Last Trading Day to HK$0.265 on 23 April
2013, representing an increase of around 165.0% as compared with the
closing price as at the Last Trading Day, and since then started to pick up an
increasing trend. The Adjusted Closing Price reached its peak of HK$0.665 per
Share on 8 August 2013 and stood at HK$0.645 per Share on the trading date
immediately prior to the Ex-Entitlement Date. The closing prices of the Shares
during the period from the Ex-Entitlement Date to the Latest Practicable Date
then ranged from HK$0.580 to HK$0.610 per Share. The average of the closing
prices per Share during the same period was approximately HK$0.598 where
the Offer Price represents a discount of approximately 60.2% to such average
closing price. The Offer Price also represents a discount of approximately
59.0% to the closing price of HK$0.580 per Share as at the Latest Practicable
Date.

Notwithstanding that the Offer Price has been, during the most of the time in
the Review Period, at premium to the Adjusted Closing Price of the Shares,
we believe the surge of the Adjusted Closing Price/closing price (as the case
may be) of the Shares since the release of the Joint Announcement has been
likely to be attributable to the market reaction to the publication of the Joint
Announcement, the Disposal, the distribution of the Special Dividend and
the Offer, and the sustainability of the current Share price level could be,

therefore, uncertain.

We have compared the Offer Price with the Pro Forma NAV Per Share of the
Remaining Group and noted that the Offer Price of HK$0.2378 per Offer Share
represents a premium of approximately 319.4% over the Pro Forma NAV Per
Share of approximately HK$0.0567 which is considered favourable so far as

the Independent Shareholders are concerned.
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Set out in the table below are the total trading volumes of the Shares and the
percentages of such total trading volume to the total issued share capital and
public float of the Company for the following respective periods during the

Review Period:

Approximate Approximate

% of average % of average

daily trading daily trading

Total volume to volume to

trading volume the total the Shares

of Shares issued Shares public float

(Note 1) (Note 2)

2012
January 3,300,000 0.011 0.033
February 6,967,285 0.021 0.060
March 6,089,285 0.017 0.050
April 3,162,000 0.011 0.032
May 4,638,000 0.013 0.038
June 1,806,000 0.005 0.015
July 2,886,000 0.008 0.024
August 2,838,000 0.008 0.022
September 1,566,000 0.005 0.014
October 1,890,000 0.006 0.017
November 21,300,000 0.060 0.170
December 10,887,000 0.035 0.100
2013
January 23,398,200 0.065 0.186
February 38,894,000 0.141 0.507
From 1 March to the

Last Trading Day 15,078,000 0.133 0.478
Average 0.036 0.116
From 23 April

2013 to the Latest

Practicable Date 1,524,219,251 1.081 3.796

Source: Bloomberg and the website of the Stock Exchange
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Notes:
1. The calculation is based on the number of the Shares in issue as at the end of each month.
2. The calculation is based on the number of Shares in issue as set out in Note 1 above

excluding the Shares held by the substantial Shareholders and Directors in the
corresponding period.

We note from the above table that the daily trading volume of the Shares
has been thin in general during the Pre-Announcement Period. The average
daily trading volume of the Shares during the Pre-Announcement Period was
(1) within the range between approximately 0.005% and 0.141% of the total
Shares in issue, with an average of approximately 0.036%; and (ii) between
approximately 0.014% and 0.507% and with an average of approximately
0.116% of the issued Shares constituting the public float of the Company.
The number of Shares traded daily from 23 April 2013 (the first trading
day immediately following the publication of the Joint Announcement and
the resumption of trading in the Shares) up to the Latest Practicable Date
represented approximately 1.081% and 3.796% of the total Shares in issue and
the issued Shares constituting the public float of the Company respectively.
A relatively higher trading volume was recorded during the period from 23
April 2013 up to the Latest Practicable Date which, we believe, was primarily
due to the market reaction to the publication of the Joint Announcement,
the Disposal, the distribution of the Special Dividend and the Offer, and
therefore the sustainability of the recent growth in the trading volume could be

uncertain.

Given the thin historical daily trading volume of the Shares, it is uncertain as
to whether there would be sufficient liquidity in the Shares for the Independent
Shareholders to dispose of a significant number of Shares in the open market
without causing an adverse impact on the market price of the Shares and
accordingly, the market trading price of the Shares may not necessarily reflect
the proceeds that the Independent Shareholders can receive by the disposal of
their Shares in the open market. The Offer, therefore, represents an opportunity
and a viable alternative exit for the Independent Shareholders, particularly for
those who hold a large volume of Shares, to dispose of their entire holdings at
the Offer Price if they so wish.
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(b)

Comparison with comparable companies

In order to assess the Offer Price, we have tried to identify companies which
are (i) listed on the Stock Exchange; (ii) engaged in businesses that are similar
to that of the Remaining Group, in particular, the distribution and sale of
pharmaceutical and healthcare products and R&D of chemical and biological
products, but without the operation of pharmaceutical products manufacturing;
and (iii) profit-making for the latest reported financial year. However, as at
the Latest Practicable Date, we were not able to identify any companies listed
on the Stock Exchange whose principal businesses and scales being similar
to that of the Remaining Group under the above selection criteria. As such,
we consider the assessment of the Offer Price by way of comparison with
comparable companies is not applicable.

Discussion and analysis

We consider that the terms of the Offer, including the Offer Price, are fair and

reasonable so far as the Independent Shareholders are concerned after taking into

account the above principal factors and reasons, in particular:

the uncertainty on whether the Remaining Group could improve its business
prospect and profitability in the near future which are dependent on (i)
whether the Remaining Group could successfully explore new pharmaceutical
product opportunities for its existing trading business and/or to enhance its
pharmaceutical products profile; and (ii) the Remaining Group’s capability to
industrialise and commercialise the existing R&D projects and to identify new
R&D projects with potentials;

as at the Latest Practicable Date, the Offeror has not provided a detailed
business plan with respect to the future business development of the Remaining
Group; and

the Offer Price represents premium over the historical Adjusted Closing Prices
of the Shares during the Pre-Announcement Period and also a considerable
premium of approximately 319.4% over the Pro Forma NAV Per Share of the

Remaining Group.

As discussed under sub-section headed “Historical price performance and liquidity of

the Shares” above, in view of the recent surge of the Adjusted Closing Price/closing

price (as the case may be) of the Shares since the release of the Joint Announcement

which has been likely to be attributable to the market reaction to the publication

of the Joint Announcement, the Disposal, the distribution of the Special Dividend

and the Offer, the sustainability of the current Share price level could be, therefore,
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uncertain. In addition, due to the low liquidity of the Shares in normal circumstances
(i.e. during the Pre-Announcement Period), the Independent Sharecholders may find
it difficult to dispose of a significant number of Shares in the open market without
causing an adverse impact on the market price of the Shares. The Offer, therefore,
provides a guaranteed opportunity to the Independent Shareholders to realise their

investment in the Company at the Offer Price.

Opinion and recommendation

Based on the above principal factors and reasons, we consider the terms of the Offer
to be fair and reasonable so far as the Independent Sharcholders are concerned.
Accordingly, we recommend the Independent Board Committee to advise the

Independent Shareholders to accept the Offer.

However, in view of the recent upsurge of both the trading price and volume of the
Shares, in particular the period after the publication of the Joint Announcement, the
Independent Shareholders who would like to realise part or all of their investments
in the Company may closely monitor the market price of the Shares during the Offer
period and, instead of accepting the Offer, consider selling their Shares in the open
market should the sales proceeds, net of all transaction costs, exceed the amount

receivable under the Offer.

Independent Sharecholders who wish to accept the Offer are recommended to read
carefully the procedures for accepting the Offer as detailed in Appendix I to the

Composite Document and also the accompanying Form of Acceptance.

Yours faithfully,
for and on behalf of
SOMERLEY LIMITED

Kenneth Chow Lyan Tam

Managing Director Director

— Corporate Finance
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APPENDIX I FURTHER TERMS AND PROCEDURES

OF ACCEPTANCE OF THE OFFER

1. PROCEDURES FOR ACCEPTANCE

To accept the Offer, you should complete and sign the Form of Acceptance and

Transfer in accordance with the instructions printed thereon, which instructions form
part of the terms of the Offer.

(a)

(b)

If the share certificate(s) and/or transfer receipt(s) and/or any other
document(s) of title (and/or any satisfactory indemnity or indemnities required
in respect thereof) in respect of your Offer Share(s) is/are in your name,
and you wish to accept the Offer, you must send the duly completed and
signed Form of Acceptance and Transfer, together with the relevant share
certificate(s) (the “Share Certificate(s)”) and/or transfer receipt(s) and/or any
other document(s) of title (and/or any satisfactory indemnity or indemnities
required in respect thereof), for not less than the number of the Shares in
respect of which you wish to accept the Offer, by post or by hand, marked
“Jiwa Bio-Pharm Holdings Limited General Offer” on the envelope to the
Registrar as soon as possible so as to reach the Registrar by no later than 4:00
p.m. on the Closing Date or such later time and/or date as the Offeror may
determine and announce as a result of a revision or an extension of the Offer,

if any, in accordance with the Takeovers Code.

If the Share Certificate(s) and/or transfer receipt(s) and/or any other
document(s) of title (and/or any satisfactory indemnity or indemnities required
in respect thereof) in respect of your Offer Share(s) is/are in the name of a
nominee company or a name other than your own, and you wish to accept the

Offer whether in full or in part of your Offer Shares, you must either:

(i) lodge your Share Certificate(s) and/or transfer receipt(s) and/or
any other document(s) of title (and/or any satisfactory indemnity or
indemnities required in respect thereof) with the nominee company, or
other nominee, and with instructions authorising it to accept the Offer on
your behalf and request it to deliver the completed and signed Form of
Acceptance and Transfer together with the relevant Share Certificate(s)
and/or transfer receipt(s) and/or any other document(s) of title (and/or
any satisfactory indemnity or indemnities required in respect thereof) to

the Registrar; or
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OF ACCEPTANCE OF THE OFFER

(c)

(i1) arrange for the Offer Shares to be registered in your name by the
Company through the Registrar, and send the completed and signed
Form of Acceptance and Transfer together with the relevant Share
Certificate(s) and/or transfer receipt(s) and/or any other document(s) of
title (and/or any satisfactory indemnity or indemnities required in respect

thereof) to the Registrar; or

(iii) if your Offer Shares have been lodged with your licensed securities
dealer/registered institution in securities/custodian bank through CCASS,
instruct your licensed securities dealer/registered institution in securities/
custodian bank to authorise HKSCC Nominees Limited to accept the
Offer on your behalf on or before the deadline set by HKSCC Nominees
Limited. In order to meet the deadline set by HKSCC Nominees
Limited, you should check with your licensed securities dealer/registered
institution in securities/custodian bank for the timing on the processing
of your instruction, and submit your instruction to your licensed
securities dealer/registered institution in securities/custodian bank as

required by them; or

(iv) if your Offer Shares have been lodged with your investor participant’s
account maintained with CCASS, authorise your instruction via the
CCASS Phone System or CCASS Internet System on or before the
deadline set by HKSCC Nominees Limited.

If the Share Certificate(s) and/or transfer receipt(s) and/or any other
document(s) of title (and/or any satisfactory indemnity or indemnities required
in respect thereof) in respect of your Offer Share(s) is/are not readily available
and/or is/are lost as the case may be and you wish to accept the Offer, the
Form of Acceptance and Transfer should nevertheless be completed and
delivered to the Registrar together with a letter stating that you have lost one
or more of your Share Certificate(s) and/or transfer receipt(s) and/ or any other
document(s) of title (and/or any satisfactory indemnity or indemnities required
in respect thereof) or that it/they is/are not readily available. If you find such
document(s) or if it/they become(s) available, it/they should be forwarded
to the Registrar as soon as possible thereafter. If you have lost your Share
Certificate(s) and/or transfer receipt(s) and/or any other document(s) of title
you should also write to the Registrar for a letter of indemnity which, when
completed in accordance with the instructions given, should be returned to the

Registrar.
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OF ACCEPTANCE OF THE OFFER

(d)

(e)

If you have lodged transfer(s) of any of your Offer Shares for registration in
your name and have not yet received your Share Certificate(s), and you wish
to accept the Offer in respect of your Offer Shares, you should nevertheless
complete the Form of Acceptance and Transfer and deliver it to the Registrar
together with the transfer receipt(s) duly signed by yourself. Such action
will be deemed to be an irrevocable authority to Haitong Securities and/or
the Offeror or their respective agent(s) to collect from the Registrar on your
behalf the relevant Share Certificate(s) when issued and to deliver such Share
Certificate(s) to the Registrar, and to authorise and instruct the Registrar to
hold such Share Certificate(s), subject to the terms and conditions of the Offer,
as if it was/they were delivered to the Registrar with the Form of Acceptance

and Transfer.

Acceptance of the Offer will be valid only if the duly completed and signed
Form of Acceptance and Transfer is received by the Registrar by no later than
4:00 p.m. on the Closing Date or such later time and/or date as the Offeror
may determine in accordance with the requirements of the Takeovers Code and
the Registrar has recorded that the Form of Acceptance and Transfer and any

relevant documents required have been so received, and is:

(i) accompanied by the relevant Share Certificate(s) and/or transfer
receipt(s) and/or other document(s) of title (and/or any satisfactory
indemnity or indemnities required in respect thereof) and, if those Share
Certificate(s) is/are not in your name, such other documents in order to
establish your right to become the registered holder of the relevant Offer

Shares; or

(ii) from a registered Shareholder or his/her personal representative (but
only up to the amount of the registered holding and only to the extent
that the acceptance relates to Shares which are not taken into account

under another sub-paragraph of this paragraph (e)); or

(ii1) certified by the Registrar or the Stock Exchange.

If the Form of Acceptance and Transfer is executed by a person other than the

registered Independent Shareholders, appropriate documentary evidence of authority

to the satisfaction of the Registrar must be produced.
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(f) In Hong Kong, seller’s ad valorem stamp duty arising in connection with
acceptances of the Offer will be payable by relevant Shareholders at a rate
of 0.1% of the market value of the Offer Shares or consideration payable by
the Offeror in respect of the relevant acceptances of the Offer, whichever is
higher, and will be deducted from the cash amount payable by the Offeror
to the relevant Shareholder accepting the Offer. The Offeror will arrange
for payment of the seller’s ad valorem stamp duty on behalf of relevant
Shareholders accepting the Offer and will pay the buyer’s ad valorem stamp
duty in connection with the acceptance of the Offer and the transfer of the

Shares.

(g) No acknowledgement of receipt of any Form of Acceptance and Transfer,
Share Certificate(s) and/or transfer receipt(s) and/or any other document(s)
of title (and/or any satisfactory indemnity or indemnities required in respect

thereof) will be given.

(h)  The address of the Registrar is 26/F., Tesbury Centre, 28 Queen’s Road East,
Hong Kong.

2. ACCEPTANCE PERIOD AND REVISIONS

Unless the Offer has previously been revised or extended with the consent of the
Executive, all Forms of Acceptance must be received by the Registrar by 4:00 p.m.

on the Closing Date in accordance with the instructions printed thereon.

If the Offer is extended or revised, an announcement of such extension or revision
will be published which will state either the next closing date or that the Offer will
remain open until further notice. In the latter case, the Offer will remain open for
acceptance for a period of not less than 14 days from the posting of the written
notification of the extension or revision to those Independent Shareholders who have
not accepted the Offer and, unless previously extended or revised, shall be closed
on the subsequent closing date. The latest time for acceptance of the Offer will be
4:00 p.m. on the Closing Date. The benefit of any revision of the Offer will also be
available to all Independent Shareholders who have previously accepted the Offer.
The execution of any Form of Acceptance and Transfer by or on behalf of any
Independent Shareholders who have previously accepted the Offer shall be deemed

to constitute acceptance of any revised Offer.
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If the Closing Date is revised or extended, any reference in the Composite Document

and in the Form of Acceptance and Transfer to the Closing Date shall, except where

the context otherwise requires, be deemed to refer to the Closing Date of the Offer

as so revised or extended.

3. ANNOUNCEMENTS

(a)

(b)

As required under Rule 19 of the Takeovers Code, by 6:00 p.m. (or such later
time and/or date as the Executive may in exceptional circumstance permit)
on the Closing Date, the Offeror must inform the Executive and the Stock
Exchange of its intention in relation to the revision, extension or expiry of the
Offer. The Offeror must publish an announcement on the Stock Exchange’s
website no later than 7:00 p.m. on the Closing Date stating whether the Offer

has been revised, extended or has expired.

The announcement must state the total number of Offer Shares and rights over

Shares:

(i)  for which acceptances of the Offer have been received;

(i1)  held, controlled or directed by the Offeror and parties acting in concert
with it before offer period (as defined under the Takeovers Code) for the
Offer; and

(ii1) acquired or agreed to be acquired during the offer period (as defined
under the Takeovers Code) for the Offer by the Offeror and parties

acting in concert with it.

The announcement must include details of any relevant securities (as defined in
Note 4 to Rule 22 of the Takeovers Code) in the Company which the Offeror
or any person acting in concert with it has borrowed or lent, save for any
borrowed Shares which have been either on-lent or sold. The announcement
must also specify the percentages of the issued Shares and the percentages of

voting rights of the Company represented by these numbers of Shares.

In computing the total number of Shares represented by acceptances,
acceptances which are not in all respects in complete and good order or which
are subject to verification may only be included where they could be counted
towards fulfilling the acceptance conditions under paragraph 1(e) of this

Appendix.
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(c)

As required under the Takeovers Code and the Listing Rules, any
announcement in relation to the Offer, in respect of which the Executive
and the Stock Exchange have confirmed that they have no further comments
thereon, will be published on the website of the Stock Exchange (www.
hkexnews.hk) and the website of the Company (www.jiwa.com.hk).

4. RIGHT OF WITHDRAWAL

(a)

(b)

Acceptance of the Offer tendered by the Independent Shareholders or by their
agent(s) on their behalf shall be irrevocable and cannot be withdrawn, except
in the circumstances set out in sub-paragraph (b) below.

If the Offeror is unable to comply with the requirements set out in the
paragraph headed “3. Announcements” above, the Executive may require that
the Independent Shareholders who have tendered acceptances of the Offer be
granted a right of withdrawal on terms that are acceptable to the Executive

until the requirements set out in that paragraph are met.

5. SETTLEMENT

(a)

(b)

Provided that the Form of Acceptance and Transfer and/or the relevant Share
Certificate(s) and/or transfer receipt(s) and/or any other document(s) of title
(and/or any satisfactory indemnity or indemnities required in respect thereof)
are in complete and good order in all respects and have been received by the
Registrar by no later than 4:00 p.m. on the Closing Date, a cheque for the
amount representing the cash consideration due to each accepting Shareholder
in respect of the Offer Shares tendered by him/her/it or his/her/its agent(s)
under the Offer, less seller’s ad valorem stamp duty payable by him/her/it
in the case for tendered Offer Shares, will be despatched to each accepting
Shareholder by ordinary post at his/her/its own risk as soon as possible but in
any event within 7 business days after the date of receipt of duly completed
acceptances by the Registrar and in accordance with the Takeovers Code.
Cheque(s) not presented for payment within six months from the date of issue
of the relevant cheques will not be honoured and be of no further effect, and in
such circumstances cheque holder(s) should contact the Offeror for payment.

Save for payment of stamp duty set out above, settlement of the consideration
to which any accepting Shareholder is entitled under the Offer will be
implemented in full in accordance with the terms of the Offer, without regard
to any lien, right of setoff, counterclaim or other analogous right to which
the Offeror may otherwise be, or claim to be, entitled against such accepting
Shareholder.
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If the Offer is withdrawn with the consent of the Executive in accordance with
the Takeovers Code, the Offeror shall, as soon as possible but in any event
within 10 days thereof, return by ordinary post the Share Certificate(s) and/or
transfer receipt(s) and/or any other document(s) of title (and/or any satisfactory
indemnity or indemnities required in respect thereof) in respect of the Shares
lodged with the Form of Acceptance and Transfer to the relevant Shareholders

who have tendered acceptances of the Offer.

The amount of the consideration payable to an Independent Shareholder who

accepts the Offer will be normal rounding to the nearest cent.

6. OVERSEAS SHAREHOLDERS

The making of the Offer or the acceptance thereof by persons not being a resident
of Hong Kong or with a registered address in jurisdictions outside Hong Kong may
be affected by the laws of the relevant jurisdictions. Independent Shareholders who
are citizens or residents or nationals of jurisdictions outside Hong Kong should
inform themselves about and observe any applicable legal requirements in their own

jurisdictions.

It is the responsibility of any such persons who wish to accept the Offer to
satisfy themselves as to the full observance of all applicable legal and regulatory
requirements of the relevant jurisdiction in connection therewith, including the
obtaining of any governmental exchange control or other consent which may be
required or the compliance with other necessary formalities and the payment of any
transfer or other taxes due in respect of such jurisdiction. Any acceptance by such
persons will be deemed to constitute a representation and warranty from such person
to the Offeror that he/she/it is permitted under all applicable laws and regulations
to receive and accept the Offer, and any revision thereof, and that, such acceptance
shall be valid and binding in accordance with applicable laws. Independent

Shareholders should consult their professional advisers if in doubt.
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7. GENERAL

(a)

(b)

(c)

(d)

(e)

()

All communications, notices, Form of Acceptance and Transfer, Share
certificate(s), transfer receipts, other documents of title (and/or any satisfactory
indemnity or indemnities required in respect thereof) and remittances to settle
the consideration payable under the Offer to be delivered by or sent to or from
the Independent Shareholders will be delivered by or sent to or from them, or
their designated agents through ordinary post at their own risk, and none of
the Company, Haitong Capital, Haitong Securities, the Offeror, the Registrar
nor any of their respective directors, agents, advisers or other parties involved
in the Offer accepts any liability for any loss in postage or any other liabilities

that may arise as a result thereof.

The provisions set out in the Form of Acceptance and Transfer form part of
the terms of the Offer.

The accidental omission to despatch this Composite Document and/or the Form
of Acceptance and Transfer or any of them to any person to whom the Offer is

made will not invalidate the Offer in any way.

The Offer and all acceptances will be governed by and construed in accordance
with the laws of Hong Kong. Execution of a Form of Acceptance and Transfer
by or on behalf of a Shareholder will constitute such Shareholder’s agreement
that the courts of Hong Kong shall have exclusive jurisdiction to settle any

dispute which may arise in connection with the Offer.

Due execution of the Form of Acceptance and Transfer will constitute an
irrevocable authority to any director of the Offeror, Haitong Capital, Haitong
Securities or such person or persons as any of them may direct to complete
and execute any document on behalf of the person accepting the Offer and
to do any other act that may be necessary or expedient for the purposes of
vesting in the Offeror or such person or persons as it may direct all the rights
of the accepting Sharecholders in respect of the Shares which are subject to

such acceptance.

Acceptance of the Offer by any person will be deemed to constitute a warranty
by such person to the Offeror, Haitong Capital, Haitong Securities and the
Company that the Shares sold under the Offer are sold by such person free

from all Encumbrances and together with all rights attaching or accruing
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(2)

(h)

)

)

thereto including the right to receive all dividends or other distributions (for
the avoidance of doubt, excluding the entitlement to the Special Dividend)
declared, made or paid on such Shares on or after the date of posting of this

Composite Document.

The Offeror does not intend to exercise any right which may be available to it
to acquire compulsorily any Shares not acquired under the Offer after the close
of the Offer.

References to the Offer in this Composite Document and in the Form of

Acceptance and Transfer shall include any extension and/or revision thereof.

Acceptance to the Offer by any nominee will be deemed to constitute a
warranty by such nominee to the Offeror that the number of Shares in respect
of which it is indicated in the Form of Acceptance and Transfer is the
aggregate number of Shares held by such nominee for such beneficial owners

who are accepting the Offer.

The English text of this Composite Document and the Form of Acceptance and

Transfer shall prevail over their Chinese text for the purpose of interpretation.
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1. THREE YEARS FINANCIAL SUMMARY

Set out below is a summary of the audited financial results of the Group for the
years ended 31 March 2011, 2012 and 2013 as extracted from the annual reports of
the Company for the year ended 31 March 2011, 2012 and 2013 respectively. The
auditors of the Company, BDO Limited, Certified Public Accountants, did not issue
any qualified opinion on the financial statements of the Group for the three years
ended 31 March 2011, 2012 and 2013. Save for the gain on disposal of subsidiaries
for the years ended 31 March 2011 and 2013, there were no extraordinary items or
exceptional items because of size, nature or incidence in respect of the consolidated
income statement of the Group for each of the three years ended 31 March 2011,
2012 and 2013.

Special Dividend of approximately HK$615.0 million, representing HK$0.375
per Share, has been announced by the Company to be paid on 30 August 2013
to the Shareholders. Details of the Special Dividend were disclosed in the Joint
Announcement, the Company’s announcements dated 23 May 2013 and 26 July 2013
and the Circular.

CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME
For the year ended 31 March

2013 2012 2011
HKS$°000 HKS$°000 HK3°000
Revenue 35,648 203,787 175,309
Share of results of associates 35,352 40,737 (94)
Profit before income tax 47,313 75,254 21,056
Income tax expense (5,559) (4,636) (1,839)
Profit for the year
attributable to:
Owners of the Company 41,754 70,620 255,663
Non-controlling interests — 2) 19,205
41,754 70,618 274,868
Total comprehensive
income attributable to:
Owners of the Company 40,752 93,835 237,790
Non-controlling interests — 2) 12,092
40,752 93,833 249,882
Dividends attributable
to the year
Dividends — 33,810 96,600
Dividend per share (HKS$) — 0.021 0.060
Earnings per share
Basic (HK cents) 2.57 4.39 15.88
Diluted (HK cents) 2.56 4.37 15.78
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2.

AUDITED FINANCIAL STATEMENTS

The following is the audited financial statements of the Group extracted from the

annual report of the Company for the year ended 31 March 2013.

CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME

For the year ended 31 March 2013

Notes

Revenue 5
Cost of sales
Gross profit
Other income 7
Selling expenses
Administrative expenses
Other operating expenses
Other gains and losses 8
Operating profit
Finance costs 9
Share of results of associates 22
Profit before income tax 10
Income tax expense 11
Profit for the year
Other comprehensive income,

including reclassification

adjustments
Fair value adjustment upon transfer

of owner-occupied properties to

investment property 17
Release of translation reserve upon

disposal of a subsidiary 39

— -2 —

2013 2012
HK$'000 HKS$’000
35,648 203,787
(27,720) (168,472)
7,928 35,315
6,278 3,528
— (1,065)
(12,891) (18,573)
(4,476) (906)
19,557 19,622
16,396 37,921
(4,435) (3,404)
35,352 40,737
47,313 75,254
(5,559) (4,636)
41,754 70,618
— 22,353
(1,002) —
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2013 2012
Notes HK$’000 HK$°000
Exchange gain on translation of
financial statements of foreign
operations — 862
Other comprehensive income for
the year, including reclassification
adjustments and net of tax (1,002) 23,215
Total comprehensive income for the
year 40,752 93,833
Profit for the year attributable to:
Owners of the Company 41,754 70,620
Non-controlling interests — (2)
41,754 70,618
Total comprehensive income
attributable to:
Owners of the Company 40,752 93,835
Non-controlling interests — (2)
40,752 93,833
Earnings per share 14
Basic (HK cents) 2.57 4.39
Diluted (HK cents) 2.56 4.37
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CONSOLIDATED STATEMENT OF FINANCIAL POSITION
As at 31 March 2013

2013 2012
Notes HKS$°000 HK$°000
ASSETS AND LIABILITIES
Non-current assets
Property, plant and equipment 17 373 2,652
Investment properties 19 55,000 29,000
Interests in associates 22 443,816 408,464
Intangible assets 23 — 29,994
Deposit for land use right 25 — 14,326
499,189 484,436
Current assets
Inventories — 586
Accounts receivable 24 8,282 59,126
Deposits, prepayments and other
receivables 25 10,634 25,100
Amounts due from associates 22 81,873 50,011
Derivative financial assets 26 — 4,019
Treasury products at fair value through
profit or loss 27 100,888 161,032
Tax recoverable 873 103
Pledged bank deposits 28 76,652 90,008
Cash and cash equivalents 28 94,058 58,532
373,260 448,517
Current liabilities
Bank borrowings 29 178,545 256,071
Accounts and bills payable 30 7,727 4,992
Accrued expenses and other payables 2,283 5,442
Tax payable 1,832 6,969
Derivative financial liabilities 31 64,523 53,704
254,910 327,178
Net current assets 118,350 121,339
Total assets less current liabilities 617,539 605,775
Non-current liabilities
Deferred tax liabilities 32 1,602 1,192
Net assets 615,937 604,583
EQUITY
Share capital 33 16,250 16,100
Reserves 34 599,693 588,489
Equity attributable to owners of the
Company 615,943 604,589
Non-controlling interests (6) (6)
Total equity 615,937 604,583

— 114 —



APPENDIX II FINANCIAL INFORMATION OF THE GROUP

STATEMENT OF FINANCIAL POSITION
As at 31 March 2013

2013 2012
Notes HKS$°000 HKS$°000
ASSETS AND LIABILITIES
Non-current assets
Investments in subsidiaries 21 82,380 82,380
Current assets
Amounts due from associates 436 —
Amounts due from subsidiaries 21 82,105 113,345
Dividend receivables 12,312 —
Prepayments — 4
Tax recoverable 31 103
Cash and cash equivalents 782 538
95,666 113,990
Current liabilities
Accrued expenses and other payables 3 3
Net current assets 95,663 113,987
Net assets/Total assets less current
liabilities 178,043 196,367
EQUITY
Share capital 33 16,250 16,100
Reserves 34 161,793 180,267
Total equity 178,043 196,367
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CONSOLIDATED STATEMENT OF CASH FLOWS

For the year ended 31 March 2013

Notes

Cash flows from operating activities
Profit before income tax

Adjustments for:

Interest income

Interest expense

Depreciation of property, plant and
equipment

Share-based employee compensation

Amortisation of land use rights

Gain on disposals of property, plant
and equipment

Gain on disposals of subsidiary and
intangible assets 39

Fair value loss/(gain) on derivative
financial instruments

not qualify as hedges, net 26
Gain on derecognition of Profit
guarantee

Fair value loss/(gain) on Put option

Fair value (gain)/loss on treasury
products at fair value
through profit or loss

Fair value gain on investment
properties

Impairment of other receivables

Write off of inventories

Write back of impairment on other
receivables

Share of results of associates

Operating profit before changes in
working capital

Decrease in inventories

Decrease in accounts receivable

Decrease in deposits, prepayments and
other receivables

(Increase)/decrease in amounts due
from associates, net

Increase/(decrease) in accounts and
bills payable

Decrease in accrued expenses and other
payables

Net cash generated from operations

Hong Kong profits tax paid, net
Taxation outside Hong Kong paid
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2013 2012
HKS$°000 HKS$’000
47,313 75,254
(2,417) (2,785)
4,435 3,404
472 663
2,027 —
247 —
(80) (73)
(23,529) —
6,218 (4,019)
— (3,289)
10,356 (24,252)
(2,893) 428
(4,972) —
12,013 20,211
— 5,834
(7,500) —
(35,352) (40,737)
6,338 30,639
586 7,560
50,844 15,714
10,035 2,654
(6,167) 90,609
3,503 (14,496)
(3,159) (9,999)
61,980 122,681
(834) (2,905)
(10,052) —
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2013 2012
Notes HKS$°000 HKS$’000
Net cash generated from operating
activities 51,094 119,776
Cash flows from investing activities
Payments for purchase of property,
plant and equipment (112) (1,543)
Proceeds received from disposals of
property, plant and equipment 80 73
Payments for construction in progress (2,152) —
Payments for acquisition of an
investment property (21,028) —
Payments for acquisition of intangible
assets — (18,229)
Proceeds received from disposals of
subsidiaries — 115,035
Net cash inflow on disposal of a
subsidiary and intangible assets 39 46,875 —

Payments to acquire treasury products

at fair value

through profit or loss — (161,460)
Proceeds received from disposal of

treasury products at

fair value through profit or loss 63,037 —
Proceeds received from disposal of

non-current assets

held for sale — 2,000
Deposit for land use rights 25(b) — (14,326)
Payments for purchase of land use right (1,981) —
Decrease/(Increase) in pledged bank

deposits 8,847 (16,929)
Interest received 2,417 2,785
Settlement of derivative financial assets (1,736) 1,291
Net cash generated from/(used) in

investing activities 94,247 (91,303)
Cash flows from financing activities
Proceeds from issuance of share capital 2,700 —
Proceeds from bank borrowings 10,000 240,321
Repayment of bank borrowings (87,526) (119,755)
Interest paid (4,435) (3,404)
Dividends paid to owners of the

Company 13(b) (34,125) (96,600)

Net cash (used in)/generated from
financing activities (113,386) 20,562

Net increase in cash and cash

equivalents 31,955 49,035
Translation differences 3,571 9)
Cash and cash equivalents at beginning

of the year 58,532 9,506

Cash and cash equivalents at end of
the year 28 94,058 58,532
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CONSOLIDATED STATEMENT OF CHANGES IN EQUITY
For the year ended 31 March 2013

Non-
controlling Total
Equity attributable to owners of the Company interests equity
Asset
Share - Contributed realuation Share  Proposed
Share  premium*  surplus*  Translation ~ reserve* option final ~ Retained
apital - (note 34(ii))  (rote 34 veserve®  froe 34} reserve*  dividend*  profits* Total
HESO00 HKSO00  HKSO00  HKSO00  HKSO00  HKSO00 - HKSO00 - HKSO00 - HKS'O00  HKS'O00  HKS'000
At] Apil 2011 16100 56097 2000 140 - SB6 %00 051 6073 (CI AN
Dividend paid in respect of the previous year
(note 13(B) - - - - - - (%600 - (%600 — (%600
Transaction with owners - - - - - = (%,600) - (%,600) = (%,600)
Proft for the year - - - - - - - g0 080 0 g8
Other comprehensive income
Exchange gain on translation of financial
statements of foreign operations - - - §61 - - - - §6 - §61
Fair value adjustment pon transfer of owner-
occupied properties o investment property
(e I7) - - - - 0% - - - 138 - 0%
Total comprehensive income
for the year - - - LYK - — 00 08 0 B8y
Proposed final dividend (note [3(a)) - - - - - - 3810 (33810) - - -
At 31 March 2012 16100 56097 2000 L 039 586 B/ 490 60458 (0) 604383
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Non-
confrolling Total
Equity attributable to owners of the Company interests equity
Asset
Share  Contributed revaluation Share  Proposed
Share  premium*  surplus*  Translation  reservet option final ~ Retained
apital - (note 34(ii)  (note 34 reserve®  frofe (i) reserve*  dividend*  profits* Total
HKSO00 - HKSO00  HKSO00  HKSO00  HKSO00  HKSO00 - HKS000 - HKSO00 - HKSO00  HKS'O00  HKS'000
At 1 April 2012 1610 36097 2,000 L 0% 586 B/ 490 60458 (6) 604583
Dividend paid in respect of the previous year
(ote 13(b)) - - - - - — (3810 (15 (34129) )]
Cancellation of share options - - - - - (4351) - 4351 - - -
Grant of share options - - - - - 200 - - 20 - 200
Issue of shares upon exercise
of share options 150 2550 - - - - - 2700 - 2,700
Exercise of share options - 1,285 - - - (1,265) - - - - -
Transaction with owners 150 383 - - - (3,809 (33810) 4% (29.39%) - (8
Profit for the year - - - - - - - 41,754 41,754 - 41,754
Other comprehensive income
Release of translation reserve wpon disposal
of a subsidiary (note 39) - - - (1,00) - - - - (1,002) - (1,002)
Total comprehensive income
for the year - - - (1,002) - - - 41,754 40,752 - 40,152
At31 March 2013 1650 5992 2000 035 W - SIBRL 61594 (o) 61597
* the total of these equity accounts as at reporting date represent “Reserves” in the consolidated

statement of financial position.
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NOTES TO THE FINANCIAL STATEMENTS
For the year ended 31 March 2013

1. General Information

Jiwa Bio-Pharm Holdings Limited (the “Company”) is a limited liability company incorporated
in Bermuda. The address of its registered office is Clarendon House, 2 Church Street, Hamilton
HM 11, Bermuda and its principal place of business is 2904 & 2906, Tower One, Lippo Centre,
89 Queensway, Central, Hong Kong. The Company’s shares are listed on The Stock Exchange of
Hong Kong Limited (the “Stock Exchange”).

The Company and its subsidiaries are collectively referred to as the “Group”.

The Company is principally engaged in investment holding. The principal activities of its
subsidiaries include trading of pharmaceutical and health care products, research and development
of chemical and biological products and investment and treasury function.

On 21 September 2012, one of the Group’s wholly owned subsidiaries, Jiwa Pharm &
Chemicals Limited, entered into a conditional sale and purchase agreement with Kunming Jida
Pharmaceutical Company Limited (“KJP”), a 49%-owned associated company of the Group,
to dispose its entire 100% equity interests in a subsidiary of the Group, namely Yunnan Jiwa
Biotech Limited (“YJB”), for a cash consideration of Renminbi (“RMB”) 19,000,000 (Hong Kong
Dollars (“HK$”) 23,170,000 equivalent). YJB is incorporated in the People’s Republic of China
(the “PRC”) and is principally engaged in manufacturing and trading of pharmaceutical products
in the PRC. The directors consider that the Group has lost its controls over YJB and the disposal
was completed on 24 September 2012.

On 23 July 2012, one of the Group’s wholly owned subsidiaries, Base Affirm International
Limited (“Base Affirm”), entered into a technology transfer agreement with YJB, pursuant to
which an aggregate consideration of RMB111 million (HK$135.4 million equivalent) is payable
by YJB upon satisfaction of the pre-condition set for each of the 3 phases. The technology has
been transferred to YJB and Phase 1 of the arrangement has been completed on 28 September
2012.

The gain on disposals of YJB and the technology are considered as linked transactions and
accordingly, the gains amounted to HKS$23,529,000 in aggregate has been recognised in
consolidated statement of comprehensive income in “Other gains and losses” during the year
ended 31 March 2013. Further details regarding the gain on disposal of the subsidiary and the
intangible assets are set out in note 39.

On 12 March 2013, the Company through Jiwa Development Co. Ltd., a wholly owned
subsidiary of the Company, entered into a conditional sale and purchase agreement (the
“Disposal Agreement”) with a company which is wholly owned by Mr. Lau Yau Bor, Madam
Chan Hing Ming and Mr. Lau Kin Tung (collectively referred to as “Lau’s Family”), directors
of the Company, to dispose its entire 100% equity interests in a subsidiary of the Group,
namely Jiwa Pharmaceutical Limited (“JPL”) which held 49% direct equity interest in KJP, for
a cash consideration of HK$512,000,000. KJP has four wholly owned subsidiaries in the PRC
or Hong Kong, namely Wuxi Jida Pharmaceutical Company Limited (“JJRP”), Kunming Jida
Pharmaceutical Distribution Company Limited (“YJPL”), YJB and Jida Pharm (HK) Trading Co.,
Limited (collectively referred to as the “KJP Group”). The disposal has not yet been completed
on 31 March 2013.
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The directors consider the ultimate parent is LAUs Holdings Co. Ltd, a company incorporated in
British Virgin Islands.

The financial statements for the year ended 31 March 2013 were approved for issue by the board
of directors on 11 June 2013.

2. Summary of Significant Accounting Policies

2.1 Basis of preparation

The financial statements on pages 28 to 101 have been prepared in accordance with Hong
Kong Financial Reporting Standards (“HKFRSs”) which collective term includes all
applicable individual Hong Kong Financial Reporting Standards, Hong Kong Accounting
Standards and Interpretations issued by the Hong Kong Institute of Certified Public
Accountants (“HKICPA”). The financial statements also include the applicable disclosure
requirements of the Hong Kong Companies Ordinance and the Rules Governing the
Listing of Securities on the Stock Exchange (the “Listing Rules”).

The significant accounting policies that have been used in the preparation of these
financial statements are summarised below. These policies have been consistently applied
to all the years presented unless otherwise stated. The adoption of new or amended
HKFRSs and the impacts on the Group’s financial statements, if any, are disclosed in
note 3.

The financial statements have been prepared under historical cost convention except for
investment properties, treasury products at fair value through profit or loss, and derivative
financial assets and liabilities, which are stated at fair value. The measurement bases are
fully described in the accounting policies below.

The financial statements are presented in Hong Kong Dollars (“HKS$”), which is also the
functional currency of the Company.

It should be noted that accounting estimates and assumptions are used in preparation
of the financial statements. Although these estimates are based on management’s best
knowledge and judgement of current events and actions, actual results may ultimately
differ from those estimates. The areas involving a higher degree of judgement or
complexity, or areas where assumptions and estimates are significant to the financial
statements, are disclosed in note 4.

2.2 Business combination and basis of consolidation

The consolidated financial statements comprise the financial statements of the Company
and its subsidiaries made up to 31 March each year. Inter-company transactions and
balances between group companies together with unrealised profits on such transaction
are eliminated in full in preparing the consolidated financial statements. Unrealised losses
are also eliminated unless the transaction provides evidence of impairment on the asset
transferred, in which case the loss is recognised in profit or loss.

The results of subsidiaries acquired or disposed of during the year are included in profit
or loss from the effective dates of acquisition or up to the effective dates of disposal,
as appropriate. Where necessary, adjustments are made to the financial statements of
subsidiaries to bring their accounting policies in line with those used by other members of
the Group.

— II-11 —



APPENDIX II FINANCIAL INFORMATION OF THE GROUP

Acquisition of subsidiaries or businesses is accounted for using acquisition method. The
cost of acquisition is measured at the aggregate of the acquisition-date fair value of assets
transferred, liabilities incurred and equity interests issued by the Group, as the acquirer.
The identifiable assets acquired and liabilities assumed are principally measured at
acquisition-date fair value. The Group’s previously held equity interest in the acquiree is
re-measured at acquisition-date fair value and the resulting gains or losses are recognised
in profit or loss. The Group may elect, on a transaction-by-transaction basis, to measure
the non-controlling interests that represent present ownership interests in the subsidiary
either at fair value or at the proportionate share of the acquiree’s identifiable net assets.
All other non-controlling interests are measured at fair value unless another measurement
basis is required by HKFRSs. Acquisition-related costs incurred are expensed unless
they are incurred in issuing equity instruments in which case the costs are deducted from
equity.

Any contingent consideration to be transferred by the acquirer is recognised at
acquisition-date fair value. Subsequent adjustments to consideration are recognised against
goodwill only to the extent that they arise from new information obtained within the
measurement period (a maximum of 12 months from the acquisition date) about the fair
value at the acquisition date. All other subsequent adjustments to contingent consideration
classified as an asset or a liability are recognised in profit or loss.

Changes in the Group’s interests in subsidiaries that do not result in a loss of control are
accounted for as equity transactions. The carrying amounts of the Group’s interest and
non-controlling interest are adjusted to reflect the changes in their relative interests in the
subsidiaries. Any difference between the amount by which the non-controlling interest is
adjusted and the fair value of the consideration paid or received is recognised directly in
equity and attributed to owners of the Company.

When the Group loses control of a subsidiary, profit or loss on disposal is calculated as
the difference between (i) the aggregate of the fair value of the consideration received
and the fair value of any retained interest and (ii) the previous carrying amount of the
assets (including goodwill), and liabilities of the subsidiary and any non-controlling
interest. Amounts previously recognised in other comprehensive income in relation to
the subsidiary are accounted for in the same manner as would be required if the relevant
assets or liabilities were disposed of.

Subsequent to acquisition, the carrying amount of non-controlling interests that represent
ownership interests in the subsidiary is the amount of those interests at initial recognition
plus the non-controlling interests’ share of subsequent changes in equity. Total
comprehensive income is attributed to non-controlling interests even if this results in the
non-controlling interests having a deficit balance.

2.3 Subsidiaries

A subsidiary is an entity over which the Company is able to exercise control. Control is
achieved where the Company, directly or indirectly, has the power to govern the financial
and operating policies of an entity so as to obtain benefits from its activities. In assessing
control, potential voting rights that are presently exercisable are taken into account.

In the Company’s statement of financial position, investments in subsidiaries are stated

at cost less impairment loss, if any. The results of subsidiaries are accounted for by the
Company on the basis of dividend received and receivable.
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2.4 Associates

An associate is an entity over which the Group has significant influence and that is
neither a subsidiary nor a joint venture. Significant influence is the power to participate
in the financial and operating policy decisions of the investee but not control or joint
control over those policies. Associates are accounted for using equity method whereby
they are initially recognised at cost and thereafter, their carrying amount are adjusted for
the Group’s share of the post-acquisition change in the associates’ net assets except that
losses in excess of the Group’s interest in the associate are not recognised unless there is
an obligation to make good those losses.

Profits and losses arising on transactions between the Group and its associates are
recognised only to the extent of unrelated investors’ interests in the associate. The
investor’s share in the associate’s profits and losses resulting from these transactions is
eliminated against the carrying value of the associate.

Any premium paid for an associate above the fair value of the Group’s share of the
identifiable assets, liabilities and contingent liabilities acquired is capitalised and included
in the carrying amount of the associate and the entire carrying amount of the investment
is subject to impairment test, by comparing the carrying amount with its recoverable
amount, which is higher of value-in-use and fair value less costs to sell.

2.5 Foreign currency translation

In the individual financial statements of the consolidated entities, foreign currency
transactions are translated into the functional currency of the individual entity using the
exchange rates prevailing at the dates of the transactions. At the reporting date, monetary
assets and liabilities denominated in foreign currencies are translated at the foreign
exchange rates ruling at that date. Foreign exchange gains and losses resulting from the
settlement of such transactions and from the reporting date retranslation of monetary
assets and liabilities are recognised in profit or loss.

Non-monetary items carried at fair value that are denominated in foreign currencies are
retranslated at the rates prevailing on the date when the fair value was determined and are
reported as part of the fair value gain or loss. Non-monetary items that are measured at
historical cost in a foreign currency are not retranslated.

In the consolidated financial statements, all individual financial statements of foreign
operations, originally presented in a currency different from the Group’s presentation
currency, have been converted into HKS. Assets and liabilities have been translated into
HKS$ at the closing rates at the reporting date. Income and expenses have been converted
into HK$ at the exchange rates ruling at the transaction dates, or at the average rates
over the reporting period provided that the exchange rates do not fluctuate significantly.
Any differences arising from this procedure have been recognised in other comprehensive
income and accumulated separately in the translation reserve in equity.

When a foreign operation is sold, such exchange differences are reclassified from equity
to profit or loss as part of the gain or loss on sale.

2.6 Property, plant and equipment

Property, plant and equipment are stated at cost less accumulated depreciation and
impairment losses.

— II-13 —



APPENDIX II FINANCIAL INFORMATION OF THE GROUP

Construction in progress is stated at cost less impairment losses. The cost comprises
construction costs including direct materials, labour, contractors’ fees, interest expenses,
overheads and cost of plant and machineries attributable to bringing the production
facilities to its present condition.

When the construction or installation is completed, the relevant cost of construction in
progress is transferred to the appropriate categories of property, plant and equipment.

Depreciation is provided to write off the cost of property, plant and equipment less their
residual values over their estimated useful lives, using straight-line method, as follows:

Leasehold land Over lease term
Buildings 20-50 years
Motor vehicles 3 year
Furniture, fixtures and equipment 5 years

The assets’ estimated residual values, depreciation methods and estimated useful lives are

reviewed, and adjusted if appropriate, at each reporting date.

Gain or loss arising on retirement or disposal is determined as the difference between the

sales proceeds and the carrying amount of the asset and is recognised in profit or loss.

Subsequent costs are included in the asset’s carrying amount or recognised as a separate
asset, as appropriate, only when it is probable that future economic benefits associated
with the item will flow to the Group and the cost of the item can be measured reliably.
All other costs, such as repairs and maintenance are charged to profit or loss during the
financial period in which they are incurred.

2.7 Land use rights

Upfront payments made to acquire land held under an operating lease are stated at
costs less accumulated amortisation and any impairment losses. The determination if an
arrangement is or contains a lease and the lease is an operating lease is detailed in note
2.16. Amortisation is calculated on straight-line method over the term of the lease/right of
use except where an alternative basis is more representative of the time pattern of benefits
to be derived by the Group from use of the land. Land use rights are amortised when
these are occupied by the Group.

2.8 Investment property
Investment property is property held either to earn rentals or for capital appreciation or
for both, but not held for sale in the ordinary course of business, used in the production
or supply of goods or services or for administrative purposes. Investment property is
measured at cost on initial recognition and subsequently at fair value with any change

therein recognised in profit or loss.

Rental income from investment property is accounted for as described in note 2.19.
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When investment property carried at fair value is transferred to owner-occupied property,
its deemed cost for subsequent accounting is its fair value at the date of change in use.

When a property occupied by the Group as an owner-occupied property becomes an
investment property, such property is accounted for in accordance with the policy of
property, plant and equipment (note 2.6) up to the date of change in use. Any difference
at that date between the carrying amount and the fair value of the property is dealt with
in asset revaluation reserve. On disposal of the property, the asset revaluation reserve is
transferred to retained profits as a movement in reserves.

2.9 Intangible assets (other than goodwill) and research and development activities

Intangible assets (other than goodwill)

Intangible assets acquired separately are initially recognised at cost. The cost of intangible
assets acquired in a business combination is fair value at the date of acquisition.
Subsequently, intangible asset with finite useful lives are carried at cost less accumulated
amortization and any impairment losses, if any. Amortisation is provided on straight-
line method over their estimated useful lives. The amortisation expense is recognised in
profit or loss. Intangible assets with indefinite useful lives are carried at cost less any
impairment losses.

Intangible assets, with finite and indefinite useful lives, are tested for impairment as
described in note 2.20.

Research and development costs
Costs associated with research activities are expensed in profit or loss as they occur.

Costs that are directly attributable to development activities are recognised as intangible
assets provided they meet the following recognition requirements:

(1) demonstration of technical feasibility of the prospective product for internal use or
sale;
(ii) there is intention to complete the intangible asset and use or sell it;

(iif)  the Group’s ability to use or sell the intangible asset is demonstrated;

(iv)  the intangible assets will generate probable economic benefits through internal use
or sale;

(v) sufficient technical, financial and other resources are available for completion;
and

(vi) the expenditure attributable to the intangible asset can be reliably measured.

Direct costs included employee costs incurred on development along with an appropriate
portion of relevant overheads. The costs of development of internally generated software,
products or knowhow that meet the above recognition criteria are recognised as assets.
They are subject to the same subsequent measurement method as acquired intangible

assets.

All other development costs are expensed as incurred.
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2.10 Financial assets

The Group’s accounting policies for financial assets other than investment in subsidiaries
and associates are set out below.

Financial assets are classified into loans and receivables and financial assets at fair value
through profit or loss. Management determines the classification of its financial assets at
initial recognition depending on the purpose for which the financial assets were acquired
and where allowed and appropriate, re-evaluates this designation at every reporting date.

All financial assets are recognised when, and only when, the Group becomes a party to
the contractual provisions of the instrument. Regular way purchases and sales of financial
assets are recognised on trade date. When financial assets are recognised initially, they
are measured at fair value, plus, in the case of investments not at fair value through profit
or loss, directly attributable transaction costs.

Derecognition of financial assets occurs when the rights to receive cash flows from the
investments expire or are transferred and substantially all of the risks and rewards of
ownership have been transferred.

At each reporting date, financial assets are reviewed to assess whether there is objective
evidence of impairment. If any such evidence exists, impairment loss is determined and
recognised based on the classification of the financial assets.

(i) Financial assets at fair value through profit or loss

They include financial assets held for trading; and financial assets designated upon
initial recognition as at fair value through profit or loss.

Financial assets are classified as held for trading if they are acquired for the
purpose of selling in the near term, or it is part of a portfolio of identified
financial instruments that are managed together and for which there is evidence
of a recent pattern of short-term profit-taking. Derivatives, including separated
embedded derivatives are also classified as held for trading unless they are
designated as effective hedging instruments or financial guarantee contracts.

Where a contract contains one or more embedded derivatives, the entire hybrid
contract may be designated as a financial asset at fair value through profit or loss,
except where the embedded derivative does not significantly modify the cash
flows or it is clear that separation of the embedded derivative is prohibited.

Financial assets may be designated at initial recognition as at fair value through
profit or loss if the following criteria are met:

— the designation eliminates or significantly reduces the inconsistent
treatment that would otherwise arise from measuring the assets recognising
gains or losses on them on a different basis; or

— the assets are part of a group of financial assets which are managed and
their performance is evaluated on a fair value basis, in accordance with a
documented risk management strategy and information about the group of
financial assets is provided internally on that basis to the key management
personnel; or

— the financial asset contains an embedded derivative that would need to be
separately recorded.
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Subsequent to initial recognition, the financial assets included in this category are
measured at fair value with changes in fair value recognised in profit or loss. Fair
value is determined by reference to active market transactions or using a valuation
technique where no active market exists. Fair value gain or loss does not include
any dividend or interest earned on these financial assets. Dividend and interest
income is recognised in accordance with the Group’s policies in note 2.19 to these
financial statements.

(ii) Loans and receivables

Loans and receivables are non-derivative financial assets with fixed or
determinable payments that are not quoted in an active market. These are
subsequently measured at amortised cost using effective interest method, less any
impairment losses. Amortised cost is calculated taking into account any discount
or premium on acquisition and includes fees that are an integral part of the
effective interest rate and transaction cost.

Impairment of financial assets

At each reporting date, financial assets other than at fair value through profit or loss are
reviewed to determine whether there is any objective evidence of impairment.

Objective evidence of impairment of individual financial assets includes observable data
that comes to the attention of the Group about one or more of the following loss events:

— significant financial difficulty of the debtor;

— a breach of contract, such as a default or delinquency in interest or principal
payments;

— it becoming probable that the debtor will enter bankruptcy or other financial
reorganisation; and

— significant changes in the technological, market, economic or legal environment
that have an adverse effect on the debtor.

Loss events in respect of a group of financial assets include observable data indicating
that there is a measurable decrease in the estimated future cash flows from the group of
financial assets. Such observable data includes but not limited to adverse changes in the
payment status of debtors in the group and, national or local economic conditions that
correlate with defaults on the assets in the group.

Financial assets carried at amortised cost

If there is objective evidence that an impairment loss on loans and receivables carried at
amortised cost has been incurred, the amount of the loss is measured as the difference
between the assets’ carrying amount and the present value of estimated future cash flows
(excluding future credit losses that have not been incurred) discounted at the financial
asset’s original effective interest rate (i.e. the effective interest rate computed at initial
recognition). The amount of the loss is recognised in profit or loss of the period in which
the impairment occur