THIS ADMISSION DOCUMENT IS IMPORTANT AND REQUIRES YOUR IMMEDIATE ATTENTION. If you are in any
doubt about the contents of this Admission Document you should consult your stockbroker, bank manager,
solicitor, accountant or other independent professional adviser authorised for the purposes of the FSMA, who
specialises in advising on the acquisition of shares and other securities. An investment in the Company involves
a significant degree of risk and may not be suitable for all recipients of this Admission Document. Investors
should consider carefully the risk factors which are set out in Part lll of this Admission Document.

This document is an admission document and has been drawn up in accordance with the requirements of the PLUS Rules.
This document contains no offer of transferable securities to the public within the meanings of section 85 and 102B of FSMA,
or otherwise, and is not a prospectus as defined in section 85 of FSMA. Accordingly, this document has not been pre-approved
by the Financial Services Authority pursuant to section 85 of FSMA.

The Company and its Directors, whose names appear on page 6 of this Admission Document, accept individual and collective
responsibility for the information contained in this Admission Document, including individual and collective responsibility for
compliance with the PLUS Rules. To the best of the knowledge and belief of the Company and the Directors who have taken
all reasonable care to ensure that such is the case, the information contained in this Admission Document is in accordance
with the facts and contains no omission likely to affect the import of such information.

The share capital of the Company is not presently listed or dealt in on any recognised stock exchange. An application has been
made for all the Ordinary Shares in issue and to be issued to be admitted to trading on PLUS-quoted. It is expected that
Admission will become effective and that dealings in the Ordinary Shares will commence on PLUS-quoted on
23 December 2010.

The PLUS-quoted market, which is operated by PLUS Markets plc, a recognised investment exchange, is a market
designed primarily for emerging or smaller companies to which a higher investment risk tends to be attached than
to larger or more established companies. It is not classified as a “Regulated Market” under EU financial services
law and PLUS-quoted securities are not admitted to the Official List of the UK Listing Authority. A prospective
investor should be aware of the risks of investing in PLUS-quoted securities and should make the decision to
invest only after careful consideration and, if appropriate, consultation with an independent financial adviser
authorised under the FSMA who specialises in advising on the acquisition of shares and other securities. It is
emphasised that no application is being made or has been made for admission of the Ordinary Shares to the
Official List of the UK Listing Authority. PLUS-quoted is not part of the London Stock Exchange.

The Company is required by PLUS Markets pic to appoint a PLUS Corporate Adviser to apply on its behalf for
admission to the PLUS-quoted market and must retain a PLUS Corporate Adviser at all times. The responsibilities
and duties of a PLUS Corporate Adviser are set out in the PLUS Rules.

MiILOC Group Limited

(Incorporated and registered in the Cayman Islands under the Cayman Islands Companies Law with registered number AT-237076)

Placing of 2,405,363 new Ordinary Shares at £0.33 per share
and
Admission to trading on PLUS-quoted

PLUS
Corporate Adviser and Broker
ZAl Corporate Finance Limited

Issued and fully paid up share capital immediately following Admission
US$61,831.06 divided into 61,831,069 Ordinary Shares

The Placing Shares will, following allotment, rank pari passu in all respects with the Existing Ordinary Shares including the
right to receive all dividends and other distributions declared, made or paid on the Ordinary Share capital of the Company.

ZAl Corporate Finance Limited, which is authorised and regulated in the United Kingdom by the FSA, is acting as the PLUS
Corporate Adviser and broker to the Company in connection with the arrangements described in this Admission Document
and will not be providing advice to any other person in relation to the Placing or Admission or any other transaction or
arrangement referred to in this Admission Document. No representation or warranty, express or implied, is made by ZAl
Corporate Finance Limited as to any of the contents of this Admission Document (without limiting the statutory rights of any
person to whom this Admission Document is issued). ZAl Corporate Finance Limited will not be offering advice and will not
otherwise be responsible to anyone other than the Company for providing the protections afforded to customers of ZAl
Corporate Finance Limited or for providing advice in relation to the contents of this Admission Document or any other matter.
No liability is accepted by ZAl Corporate Finance Limited for the accuracy of any information or opinions contained in, or for
the omission of any material information from, this Admission Document, for which the Company and the Directors are solely
responsible.

The Placing described in this Admission Document is only being made in the United Kingdom, Hong Kong and Singapore.



The distribution of this document outside the United Kingdom may be restricted by law and therefore persons outside the
United Kingdom into whose possession this document comes should inform themselves about and observe any restrictions
as to the Ordinary Shares of the Company or the distribution of this document. This document should not be copied or
distributed by recipients and, in particular, should not be distributed by any means, including electronic transmission, in, into or
from, the United States of America, Canada, Australia, Japan or South Africa or any other jurisdiction where to do so would be
in breach of any applicable law and/or regulation. The Ordinary Shares of the Company have not been, and will not be,
registered in the United States of America under the United States Securities Act of 1933 (as amended) or under the securities
legislation of any state of the United States of America, Canada, Australia, Japan or South Africa and they may not be offered
or sold, directly or indirectly, within, or into, the United States of America, Canada, Australia, Japan or South Africa or to, or for
the account or benefit of, United States persons or any national, citizen or resident of the United States of America, Canada,
Australia, Japan or South Africa. This document does not constitute an offer to sell or issue or the solicitation of an offer to buy
or subscribe for Ordinary Shares of the Company in any jurisdiction in which such an offer or solicitation is unlawful.

WARNING — The contents of this document have not been reviewed by any regulatory authority in Hong Kong. You are advised
to exercise caution in relation to the offer. If you are in any doubt about any of the contents of this document, you should obtain
independent professional advice.

The arrangements for the issue of the Ordinary Shares have not been authorised as a collective investment scheme by Hong Kong’s
Securities and Futures Commission (“SFC”) pursuant to section 104 of Hong Kong’s Securities and Futures Ordinance (“SFO”), nor
has this document been approved by the SFC pursuant to section 105(1) of the SFO or section 342C(5) of Hong Kong’s
Companies Ordinance (“CO”) or registered by Hong Kong's Registrar of Companies pursuant to section 342C(7) of the CO.
Accordingly, the content and use of this document must comply with each of the following SFO and CO restrictions, namely:

(@  under the SFO: this document is not and does not contain, contrary to section 103 of the SFO, an invitation to the
public of Hong Kong to acquire or subscribe for the Ordinary Shares, other than (1) an invitation only to professional
investors (as defined in the SFO) to do so, or (2) to the extent that this document is not a prospectus (as defined in
the CO) by virtue of any of the maximum offer number, minimum investment amount or other exclusions set out in the
17th schedule to the CO (“Prospectus Exclusions”); and

(b)  under the CO: this document must not, contrary to sections 342 and 342C of the CO, be issued, circulated or
distributed to any person in Hong Kong other than (i) to persons whose ordinary business is to buy or sell shares or
debentures, whether as a principal or agent, or (2) to professional investors (as defined in the SFO), or (3) in
circumstances in which this document is not a prospectus (as defined in the CO) by virtue of any of the Prospectus
Exclusions, or (4) otherwise in circumstances that do not constitute an offer to the public.

This document has not been and will not be registered as a prospectus with the Monetary Authority of Singapore. You are
advised to exercise caution in relation to the Placing. If you are in any doubt about any of the contents of this document, you
should obtain independent professional advice. The whole of the text of this document should be read.

The Ordinary Shares will be offered in Singapore pursuant to the applicable exemptions under the Securities and Futures Act
(Chapter 289) (“SFA”). Accordingly the Ordinary Shares may not be offered or sold or made the subject of an invitation for
subscription or purchase, nor may this document or any other documents be circulated or distributed, directly or indirectly, to
any person in Singapore other than (i) to an institutional investor specified in Section 274 of the SFA, and in accordance with
the conditions specified in Section 276 of the SFA; (i) to a relevant person (as defined in Section 275(2)) pursuant to Section
275(1) of the SFA or any person pursuant to Section 275(1A) of the SFA, and in accordance with the conditions specified in
Section 276 of the SFA, or (iii) pursuant to, and in accordance with the conditions of, any other applicable provision of the SFA.

Where the Ordinary Shares are subscribed or purchased under and in accordance with Section 274, Section 275 or any other
applicable exemption under the SFA, the rights and interest to such Ordinary Shares may only be transferred in accordance with
and subject to the provisions of Section 276 of the SFA and any other applicable provisions of the SFA. Without prejudice to the
aforesaid, where the Ordinary Shares are subscribed or purchased under Section 275 of the SFA by a relevant person which is
(A) a corporation (which is not an accredited investor (as defined in Section 4A(1)(a) of the SFA)) the sole business of which is to
hold investments and the entire share capital of which is owned by one or more individuals, each of whom is an accredited investor;
or (B) a trust (where the trustee is not an accredited investor) whose sole purpose is to hold investments and each beneficiary is
an accredited investor, shares, debentures and units of shares and debentures of that corporation or the beneficiaries’ rights and
interest in that trust shall not be transferable for six months after that corporation or that trust has acquired the Ordinary Shares
under Section 275 of the SFA except (1) to an institutional investor under Section 274 of the SFA, or to a relevant person pursuant
to Section 275(1) or any person pursuant to Section 275(1A) of the SFA and in accordance with the conditions specified in Section
275 of the SFA; (2) where no consideration is given for the transfer; or (3) where the transfer is by the operation of law.

This Admission Document contains forward-looking statements, including, without limitation, statements containing the words
“believes”, “expects”, “estimates”, “intends”, “may”, “plan”, “will” and similar expressions (including the negative of such
expressions). Such forward-looking statements involve unknown risks, uncertainties and other factors which may cause the
actual results, financial condition, performance or achievements of the Company, or industry results, to be materially different
from any future results, performance or achievements expressed or implied by such forward looking statements. Factors that
might cause such a difference include, but are not limited to, those discussed in Part lll “Risk Factors”. Given these uncertainties,
prospective investors are cautioned not to place any undue reliance on such forward-looking statements. These forward-looking
statements speak only as at the date of this Admission Document and the Company and the Directors disclaim any obligation
to update any such forward looking statements in this Admission Document to reflect future events or developments.

Copies of this document will be available free of charge to the public during normal business hours on any weekday (except
Saturdays, Sundays and public holidays) from the offices of ZAl Corporate Finance Limited, 12 Camomile Street, London
EC3A 7PT from the date of this document for a period of one month from Admission. From the date of Admission this
document will be available from the Company’s website at www.miloc.com.

The whole text of this Admission Document should be read. Investment in thg‘ Company is”speculative and
involves a high degree of risk. Your attention is also drawn to the section headed Risk Factors in Part lll of this
Admission Document.



CONTENTS

Expected timetable of principal events

Placing statistics

Directors, Secretary and Advisers

Definitions
PartI: Information on the Company
Part Il: Industry overview

Part Ill: Risk Factors
Part IV: Accountants’ Reports relating to MiLOC

(A)
(B)

(@)
(D)
(E)

Accountants’ Report on MiLOC Group Limited

Accountants’ Report on MiLOC Biotechnology Limited and MiLOC
Pharmaceutical Limited

Accountants’ Report on MiLOC Medical Limited
Accountants’ Report on Smart Falcon Limited

Pro Forma Statement of Net Assets

Part V: Additional Information

Page

W 0o o O

38
47
47

59
74
85
96
100



EXPECTED TIMETABLE OF PRINCIPAL EVENTS

Admission document publication date

Admission effective and commencement of dealings in the
Enlarged Issued Share Capital on PLUS-quoted

Expected date for CREST accounts to be credited with Depositary Interests
(where applicable)

Despatch of definitive share certificates in respect of the Placing Shares
(where applicable)

2010
23 December 2010

23 December 2010

N/A

5 January 2010

All future dates referred to in this Admission Document are subject to change at the discretion of the
Company and ZAl Corporate Finance Limited. All times are UK times unless otherwise specified.



PLACING STATISTICS

Placing Price

Number of Existing Ordinary Shares

Number of Placing Shares

Number of Ordinary Shares in issue on Admission

Placing Shares as a percentage of the Enlarged Issued Share Capital
Market capitalisation on Admission at the Placing Price
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Estimated net proceeds of the Placing receivable by the Company
TIDM code
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EXCHANGE RATES

The following illustrative exchange rates are set out to assist the
Document:

£1 = US$1.59
RMB1 = US$0.15
£1 = HK$12.43

US$1 = HK$7.80

£0.33
59,425,706
2,405,363
61,831,069
3.89 per cent.
£20,404,252.77
£793,770
£353,218

ML.P
KYG613521031
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DEFINITIONS

Except where the context otherwise requires, the following definitions shall apply throughout this

Admission Document:
“2006 Act”

“Acquisition”

“Admission”

“Admission Document”

“Articles”

“Assignors”
‘[Bvl”

“China” or “PRC”

“City Code”

“CM Ordinance”

“Companies Law”

“Companies Ordinance”

“Company” or “MiLOC”

“Consideration Shares”

“Consultancy Agreements”

“Controlling Shareholder”

“CREST”

the Companies Act 2006 of the United Kingdom

the acquisition of the entire issued share capital of Smart Falcon
pursuant to a sale and purchase agreement dated 8 January 2010
between MiILOC Biotechnology, Smart Falcon, Michael Ong, Chow
Ching Fung and the Assignors

the admission of the Enlarged Issued Share Capital to trading on
PLUS-quoted becoming effective in accordance with Rule 19 of
the PLUS Rules

this admission document

the articles of association of the Company adopted or to
be adopted by the Company prior to, and in connection with,
the Admission

He Yu and Professor He Zhong Sheng
the British Virgin Islands

the People’s Republic of China, excluding Hong Kong, Macau and
Taiwan for purposes of this Admission Document

the UK City Code on Takeovers and Mergers

the Chinese Medicine Ordinance (Cap. 549 of the laws of
Hong Kong)

the Companies Law Cap 22 (Law 3 of 1961, as consolidated and
revised) of the Cayman Islands

the Companies Ordinance Cap 32 (as amended from time to time)
of Hong Kong

MILOC Group Limited, a company incorporated in the Cayman
Islands with registered number AT-237076

1,221,061 Ordinary Shares to be allotted and issued pursuant to
the Acquisition by the Company to the Assignors as consideration
for the transfer of the entire issued share capital of Smart Falcon
by the Assignors to MiLOC Biotechnology

the consultancy agreements made between the Company and its
consultants as further described in paragraph 7.8 of Part V of this
Admission Document

Megasia International Limited, a company incorporated in the BVI
with registered number 1579061

the relevant system (as defined in the CREST Regulations) which
enables title to securities to be evidenced and transferred without
a written instrument and which is operated by Euroclear



“CREST Regulations”

“Deed Poll”

“Depositary”

“Depositary Interests” or “DIs”

“Directors” or “Board”

“Disclosure and Transparency Rules’

“Enlarged Issued Share Capital”

“Euroclear”

“Existing Ordinary Shares”

“FSA”

“FSMA”

“Group”

“HIN1” or “Swine Flu”
“HK$”

“Hong Kong”

“Hong Yee”

“ICHI Chinese Medicine”

“influenza”

“in-vitro”

“London Stock Exchange”
“Macau”
“MIAR”

“MiLOC Biotechnology” or
“Subsidiary”

the Uncertificated Securities Regulations 2001 (SI 2001 No. 3755)
(as amended)

has the meaning given in paragraph 16 of Part V of this Admission
Document

Computershare Investor Services Plc
a dematerialised depositary interest representing an entitlement to
Ordinary Shares which may be traded through CREST in

dematerialised form

the directors of the Company, whose names are set out on page 6
of this Admission Document

the Disclosure Rules and Transparency Rules made by the FSA
under Part VI FSMA

the issued share capital of the Company upon Admission being
the aggregate of the Existing Ordinary Shares and the Placing
Shares

Euroclear UK & Ireland Limited, the operator of CREST

the Ordinary Shares in issue at the date of this Admission
Document, excluding the Placing Shares

the UK Financial Services Authority, the single statutory regulator
under the FSMA

the Financial Services and Markets Act 2000, as amended,
including any regulations made pursuant thereto

the Company and its Subsidiaries and each a “Group Company”
H1N1 subtype of Influenza Type A virus

Hong Kong dollar and cents

the Hong Kong Special Administrative Region of the PRC

Hong Yee Pharmaceutical Factory

ICHI Chinese Medicine (Hong Kong), a sole-proprietor

influenza viruses, as further described in paragraph 3 of Part | of
this Admission Document

literally, “in glass”; a biological or biochemical process occurring
outside a living organism

London Stock Exchange plc
the Macau Special Administrative Region of the PRC

the Macau Institute for Applied Research in Medicine and Health of
the Macau University of Science and Technology

MiLOC Biotechnology Limited, a company incorporated in the BVI
with registration number 1555284



“MILOC Medical” or “Subsidiary”
“MILOC Pharmaceutical” or
“Subsidiary”

“Modern TCM”

“Official List”

“‘OTC”

“Ordinary Shares”

“Patent Application”

“Placing”

“Placing Agreement”

“Placing Price”

“Placing Shares”

“PLUS-quoted”

“PLUS Rules”

“Prospectus Directive’

“Prospectus Rules”

“QCA Guidelines”

“Related Party”

“Relationship Deed”

MILOC Medical Limited, a company incorporated in the BVI with
registration number 1575508

MILOC Pharmaceutical Limited, a company incorporated in the
BVI with registration number 1557449

Modern TCM Limited, a company incorporated in Hong Kong
the Official List of the UK Listing Authority

over the counter

ordinary shares of US$0.001 each in the capital of the Company

the patent application made to SIPO on 23 June 2009 by He
Zhong Sheng and He Yu (application number: 200910023025.2) in
relation to (i) the protection of the formula of a disinfecting Chinese
medicine and the production method thereof and (i) the protection
of the formula of a disinfecting Chinese medicine capable of
eradicating epidemic virus and removing toxin accumulated in the
internal organs of the human body, and the production method
thereof; such disinfecting Chinese medicine produced by the
Group under the brand name of Rorrico

the conditional placing by ZAl on behalf of the Company of the
Placing Shares pursuant to the Placing Agreement

the conditional agreement dated 20 December 2010 between the
Company, the Directors and ZAl relating to the Placing, details of
which are set out in paragraph 7.2 of Part V of this Admission
Document

£0.33 per Placing Share

2,405,363 new Ordinary Shares to be issued pursuant to the
Placing

a market operated by PLUS Markets plc

the PLUS Rules for lIssuers issued by PLUS Markets plc, as
amended from time to time governing companies whose shares
are admitted to trading on PLUS-quoted or which seek to be
admitted as such

directive 2003/71/EC, as amended

the prospectus rules published by the Financial Services Authority
from time to time for the purposes of part IV of FSMA in relation to
offers of securities to the public and admission of securities to
trading on a regulated exchange

the Corporate Governance Guidelines for Smaller Quoted
Companies

has the meaning given to that term by the PLUS Rules
the agreement dated 20 December 2010 between the Company,
the Controlling Shareholder, ZAl and Ong Ban Poh Michael and

Chow Ching Fung, details of which are set out in paragraph 7.12
of Part V of this Admission Document
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“RMB”

“Rorrico”

“Shareholder Loan”

“Shareholders”

“Share Option Plan”

“Smart Falcon”or “Subsidiary”

“SIPO”

“Subsidiaries”

“Takeover Panel”

“Tamiflu”

“TCM”

“TCM Clinics and Hospitals”

“TCM IP Assignment”

“TCM IP Rights”

“Transaction”

Renminbi, the lawful currency of China

a TCM for the treatment of influenza, in respect of which the Group
holds the TCM IP Rights (including the beneficial interest in the
Patent Application) and which is marketed by the Group under the
brand name of “Rorrico” (alternatively known as Qing Kang Ling,
Lok Dik or %438 )

HK$183,474, being the outstanding amount of the loan granted by
Dr Chow Ching Fung to MiLOC Pharmaceutical and assigned by
MILOC Pharmaceutical to the Company

holders of Ordinary Shares in the Company from time to time and,
where the context admits, holders of depositary interests

the employee share option plan adopted by the Company on
20 December 2010, further details of which are set out at
paragraph 9 of Part V of this Admission Document

Smart Falcon Limited, a company incorporated in the BVI with
registration number 1559148

State Intellectual Property Office of the PRC

the subsidiaries of the Company within the meaning of Section 1159
of the 2006 Act, each and collectively MILOC Biotechnology,
MILOC Pharmaceutical, MiLOC Medical and Smart Falcon, each
a “Subsidiary”

the UK Panel on Takeovers and Mergers

oseltamivir phosphate, an antiviral medicine prescribed for the
treatment of influenza and marketed by Roche under the brand
name of “Tamiflu”

traditional Chinese medicine, as further described in paragraph 2
of Part | of this Admission Document

the network of TCM clinics and hospitals to be established by
MILOC Medical in China, Hong Kong and Macau pursuant to
certain acquisitions and/or joint venture arrangements with
third party clinics and hospitals in the respective jurisdictions

the deed of assignment dated 5 December 2009 between Smart
Falcon and the Assignors in relation to the assignment of the
TCM IP Rights

(i) all intellectual property rights, title and interest in the disinfecting
Chinese medicine capable of eradicating epidemic virus and
removing toxin accumulated in the internal organs of the human
body, and the production method thereof, in respect of which the
Patent Application was made; (i) all beneficial right, title and
interest in the patents (if any) granted pursuant to the Patent
Application; and (i) all beneficial right, title and interest in the
Patent Application; which in each case relate to the TCM produced
under the brand name Rorrico

the completion of the proposed issue of new shares and

admission of the new shares of the Company to trading on
PLUS-quoted
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“UK Listing Authority”

“United Kingdom” or “UK”

“US” or “USA” or “United States”

“Wuhan Institute of Medical Virology”

nZAln

“ZAl Option”

ng!! aﬂd up’l

“US$” and “cents”

“WHO"

the FSA acting in its capacity as competent authority for the
purposes of Part VI of FSMA

the United Kingdom of Great Britain and Northern Ireland
the United States of America, its territories and possessions, any
state in the United States, the District of Columbia and other areas

subject to its jurisdiction

State Key Laboratory of Virology, Institute of Medical Virology,
School of Medicine of Wuhan University in China

ZAl Corporate Finance Limited, the PLUS Corporate adviser and
broker to the Company

the option to subscribe for Ordinary Shares granted to ZAl
pursuant to an option agreement described in paragraph 7.11 of
Part V of this Admission Document

United Kingdom pounds sterling and pence

United States dollars and cents

World Health Organisation
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PART I
INFORMATION ON THE COMPANY

1. The Group’s Businesses and Objectives

MILOC Group, which was incorporated in the Cayman Islands in 2010, is the holding company of a
pharmaceutical and healthcare service group which will be based primarily in Hong Kong, Macau and the
PRC. Founded in 2009, the Group consists of three major operating subsidiaries, MiLOC Biotechnology,
MiILOC Pharmaceutical and MiLOC Medical. The Group has identified and will be principally engaged in
three major business development opportunities relating to Traditional Chinese Medicine (“TCM”):

(i)  the research and development of TCM specifically for pandemic diseases;
(i) the sale and distribution of TCM;

(i) the development of a nationwide network of modernised TCM clinics and hospitals in Hong Kong,
Macau and the PRC.

It is the Group’s aim to explore the potential of TCM by introducing reliable TCM to the market, focusing
initially on Hong Kong, the PRC and Macau with the view to further expansion in South East Asia, and
providing high quality modernised TCM healthcare services in Hong Kong, Macau and the PRC. The Group
intends to promote a true TCM health care integrated delivery model from primary care to tertiary care.

The Group’s three businesses will complement each other and will form a vertically-integrated TCM
medical network to provide TCM and healthcare services under the brand name “MiLOC” in the pursuit of

this aim. The pronunciation of “MILOC” is similar to the pronunciation of the Chinese characters “324£”,
the Chinese name of the Group, which means well-being, beauty and happiness in Chinese.

The following diagram illustrates the Group’s operating structure on Admission:

| MiLOC Group Limited |

MiLOC Biotechnology
Limited
(TCM research and development)

MiILOC Pharmaceutical Limited
(TCM sales and
distribution)

MiLOC Medical Limited
(TCM Clinics and Hospitals)

Smart Falcon Limited
(Holding company of
TCM IP Rights)

1.1 MILOC Biotechnology Limited - research and development of TCM

MiLOC Biotechnology was incorporated on 6 November 2009 in the BVI. It will be principally engaged
in the research and development of TCM in the area of pandemic diseases.

Upon Admission, MiLOC Biotechnology will, through its wholly owned subsidiary, Smart Falcon,
indirectly own the TCM IP Rights of Rorrico (including the beneficial interest in the Patent Application).
Rorrico is a TCM developed for the treatment and prevention of influenza. Further information relating
to Rorrico is set out in paragraph 5 of Part | of this Admission Document.

MiILOC Biotechnology is actively seeking opportunities to acquire other TCM formulas for
pandemic diseases.

1.2 MILOC Pharmaceutical Limited - sales and distribution of TCM

MILOC Pharmaceutical was incorporated on 20 November 2009 in the BVI and registered on 28 April
2010 in Hong Kong as an overseas company under Part XI of the Companies Ordinance. It will carry
out the sales and distribution function of the Group by appointing authorised manufacturers and/or
wholesalers as its agents to distribute the Group’s TCM to TCM Clinics and Hospitals and/or licensed
pharmacies and by co-ordinating the distribution of the Group’s TCM between the relevant parties.
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MILOC Pharmaceutical will focus initially on China, Hong Kong and Macau with a view to broadly
extending its sales network throughout South East Asia. It also intends to distribute the Group’s TCM,
as well as TCM and health supplements from other TCM pharmaceutical companies, directly to its
customers but this is subject to it obtaining a wholesaler licence for distributing TCM in the relevant
jurisdiction.

1.3 MIiLOC Medical Limited - operation of modernised TCM Clinics and Hospitals

MILOC Medical was incorporated on 16 March 2010 in the BVI. It intends to form various joint
ventures to acquire a total of approximately 100 TCM Clinics and Hospitals in Hong Kong, Macau
and the PRC in the four years following Admission, building a network of modernised TCM Clinics
and Hospitals.

Further information in relation to the Group’s plans for a network of TCM Clinics and Hospitals is set
out at paragraph 7 of Part | of this Admission Document.

1.4 Smart Falcon

Smart Falcon was incorporated on 3 December 2009 in the BVI. On 8 January 2010, MiLOC
Biotechnology entered into a sale and purchase agreement to acquire the entire issued share capital
of Smart Falcon from the Assignors, namely He Yu and Professor He Zhong Sheng. Completion of
the acquisition of Smart Falcon occurred on 22 November 2010.

Smart Falcon is the holding company of the TCM IP Rights in relation to Rorrico, (including the
beneficial interest in the Patent Application), which was assigned to it by the Assignors, under the
TCM IP Assignment. The legal title to the Patent Application is held by the Assignors, and will be
transferred to Smart Falcon after Admission subject to the Assignors obtaining the relevant state
approvals and registering the TCM IP Assignment with SIPO.

Professor He Zhong Sheng is engaged by the Group as a Senior Consultant (Scientist) to advise the
Group on certain matters concerning Rorrico, including manufacturing processes and quality.

For further details of the TCM IP Assignment, and the registration process of the TCM IP Assignment
with SIPO, please refer to paragraph 7.5 of Part V and sub-heading “Protection under patent law”
under heading “Regulatory Regime in China” of Part Il of this Admission Document. For further
details on the sale and purchase agreement in relation to the Acquisition please see paragraph 7.4
of Part V of this Admission Document.

2. Traditional Chinese Medicine

TCM refers to a range of traditional medical practices, including herbal medicines, which have developed
over the course of more than three thousand years in China. It is an ancient medical system that takes a
deep understanding of the laws and patterns of nature and applies them to the human body. Modern TCM
combines traditional theories with modern production methods and extraction techniques. It includes
TCM pharmaceutical drugs in convenient capsule, pill and granule forms similar to Western medicines, as
well as the traditional form of tailor-made prescriptions of raw materials, including plants, animals and
minerals with the majority derived from herbal sources. Modernised TCM pharmaceuticals are processed
drugs derived from TCM ingredients and, depending on the product, are categorised in China as
prescription drugs or over-the-counter drugs.

3. Market

TCM

The strong growing demand for TCM in China and South East Asia gives an optimistic outlook for the
Group. In particular, TCM forms a large segment of the pharmaceutical market in China. In 2007, sales
revenue for TCM in China reached approximately US$21 billion, accounting for around 40 per cent. of the
total pharmaceutical market in China'. In terms of sales volume, TCM represents two-thirds of drug sales
in China and sales in TCM are forecast to reach US$32 billion this year.?

1 Source: PricewaterhouseCoopers ,“Investing in China’s Pharmaceutical Industry”, 2nd edition, 2009 p.4
2 Source: China Pharmaceuticals and Healthcare Report Q4 2009. Business Monitor International. P.46
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Market size and potential of influenza (including Influenza A) drugs

Influenza, commonly referred to as the flu, is an infectious disease caused by RNA viruses of the family
Orthomyxoviridae (the influenza viruses), that affects birds and mammals. The most common symptoms
of the disease are sore throat, fever and coughs. In more serious cases, influenza causes pneumonia,
which can be fatal, particularly for the young and the elderly. Although it is often confused with other
influenza-like illnesses, especially the common cold, influenza is a more severe disease than the common
cold and is caused by a different type of virus. Influenza A and Influenza B are strains of the RNA viruses.
There are several sub-types of Influenza A including H1N1, which is more commonly known as “Swine flu”,
and H5N1, commonly referred to as “bird flu” or “Avian flu”.

The market size and potential of influenza drugs are enormous as influenza has long been recognised as a
universal threat to the human population. One of the most disastrous outbreaks of influenza was the Spanish
influenza pandemic of 1918 which infected an estimated 500 million people and killed an estimated
8 — 10 per cent. of the persons infected®. Since 2003, Avian flu has killed at least 294 people around the
world , particularly in Southeast Asia®. The recent outbreak of pandemic Swine Flu, in 2009, has similarly
threatened countries all over the world because the virus spreads quickly and widely. As at 13 June 2010,
more than 214 countries and overseas territories or communities have reported laboratory confirmed cases
of pandemic Swine Flu, including more than 18,172 deaths.® The World Health Organisation, governments
and the pharmaceutical industry have made significant investments in the prevention and cure of the disease
in terms of research and purchase of Influenza A (H1N1) virus medicines.

Clinics and Hospitals

Most hospitals in China are owned and operated by the Chinese government while clinics are mainly
privately owned. In many instances, medical clinics are the first point of contact that patients establish with
medical professionals. In China, outpatients typically obtain their prescriptions at hospital or clinic
pharmacies, unlike in the United States and in other developed countries, where patients typically obtain
their prescriptions at pharmacies unaffiliated with the medical service provider. In China, hospitals account
for just below 80 per cent. of the pharmaceutical market, as they are in the position of being both
prescribers and dispensers.

TCM hospitals account for 16 per cent. of all hospitals in China, and over 75 per cent. of town hospitals
have TCM departments.® TCM outpatient departments and clinics account for more than 16 per cent. of
all outpatient departments and clinics and in 2007, some 234 million people were treated in TCM
outpatient departments’. In recent years, the Government has pushed hospitals and clinics to become
profitable and it continues to reduce the amount of public sector spending on health while at the same time
encouraging private expenditure. The number of hospitals is set to drop over the next five years, while
admissions will increase as the population continues to grow and age.

4. Business strategy and objectives

The overall aim of the Group is to explore the potential of TCM by introducing reliable TCM to the market,
focusing initially on Hong Kong, the PRC and Macau with a view to further expansion in South East Asia,
and providing high quality modernised TCM healthcare services in Hong Kong, Macau and the PRC. The
Group intends to promote a vertically-integrated TCM medical network from primary care to tertiary care
and market its healthcare services and TCM under a universal brand “MiLOC”.

There are two key elements underpinning this strategy:

()  Developing reliable TCM for epidemic diseases
The Group’s objective is to bring effective and reliable TCM to the market using modern drug research
and development technologies, including conducting clinical trials on the Group’s TCM. The Group
will focus on the development of TCM which are expected to be relevant to latest medical needs,
particularly influenza and other epidemic diseases.

3 Source: World Health Organisation: “Ten concerns if Avian Flu becomes pandemic”; 14 October 2005

Source: World Health Organisation: “Cumulative number of confirmed human cases of Avian influenza A (H5N1) reported to
the WHO; 6 May 2010

5 Source: Pandemic (H1N1) 2009 news update published by the World Health Organisation
China Pharmaceuticals and Healthcare Report Q4 2008. Business Monitor International Ltd. p 35
7 China Pharmaceuticals and Healthcare Report Q4 2008. Business Monitor International Ltd. p 35
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(i) Development of a nationwide network of high quality modernised TCM clinics and
hospitals in the PRC, Hong Kong and Macau

The Group expects to form various joint ventures to acquire a total of approximately 100 TCM Clinics
and Hospitals in Hong Kong, Macau and the PRC by 2014. Its strategy is to generate revenue as a
TCM health care service provider while leveraging the opportunity to distribute the Group’s TCM
primarily through these target customers as a pharmaceutical company, thereby diversifying the
sources of revenue of the Group and reducing marketing and administrative costs.

5. Rorrico

Rorrico is a TCM for the treatment of influenza viruses, including the Influenza A virus and its sub-type
virus, pandemic H1N1 or Swine flu. Rorrico’s formula contains 21 herbs. It is confected with, among other
things, honeysuckle, radix isatidis, rhubarb, codonopsis pilosula, amomum villosum, malt and white
atractylodes medicine and has the feature of heat-clearing and detoxification, blood stasis detoxification
and righting detoxification.

Clinical Trials

Initial tests on Rorrico indicate that it has antiviral efficacy on the Influenza A (H1N1) virus, as evidenced by
in-vitro research conducted by the Wuhan Institute of Medical Virology in the PRC between May and
August 2009. The research states that Rorrico showed remarkable efficacy against virus infection and had
the same effect on anti-virus replication and biosynthesis as Tamiflu. Tamiflu is the most frequently
prescribed medicine for treating influenza.

MIAR of the Macau University of Science and Technology was commissioned to conduct further clinical
trials on approximately 300 human subjects to investigate the therapeutic and preventative effects of
Rorrico on influenza viruses, in particular Influenza A viruses (including sub-type H1N1). The study is led by
Dr. Shui Hon Chui, who is a shareholder of Modern TCM Limited (a potential joint venture partner of the
Group, as referred to in Part 7 of this Part I). Dr. Chui also holds 0.72 per cent. of the issued share capital
of the Company as at the date of Admission.

Prior to MIAR commencing clinical trials on Rorrico, the independent Clinical Research Ethics Committee,
which is appointed by the Macau University of Science and Technology to ensure that all clinical trials
conducted by its employees are conducted ethically, reviewed and approved the protocol of the clinical
trials. All future reports in relation to the clinical trials will be reviewed and approved by Professor Lam of
MIAR, who is independent of the Group.

On 15 May 2010, MIAR published an interim report on its findings. 17 subjects with symptoms of influenza
were recruited as the treatment group (TG) and prescribed Rorrico. However, none of these subjects tested
positive for Influenza A virus. 55 subjects without symptoms of influenza were recruited as the prevention
group (PG) (of which 27 subjects were prescribed Rorrico and 30 subjects were prescribed a placebo).

The research states that for subjects in the TG group, 3 subjects recovered completely and 12 subjects
showed improvement with certain symptoms or a decrease in the number of symptoms. Since the Interim
Report was published, MIAR recruited a subject who tested positive for Influenza A (H1N1). The patient
recovered completely after taking a standard seven-day treatment of Rorrico.

Immunology tests conducted by MIAR on subjects of the PG Group showed that an increase in plasma
mannose-binding lectin (MBL) secreted by the liver was observed in this group of subjects, therefore
implying increased immune protection against invading micro-organisms. It is therefore possible that
Rorrico may confer increased protection against infection. However, this will not be confirmed until MIAR
analyses separately the data from the two sub-groups of the PG Group who received either Rorrico or the
placebo, as well as further data from a larger clinical trial with more subjects.

MIAR concludes that the lack of Influenza A subjects may be due to the fact that the epidemic of Influenza
A as well as Influenza B had already declined during its study period or that para-influenza and other types
of influenza viruses have become more predominant. Therefore, the study will be delayed to recruit more
subjects with the Influenza A (H1N1). The Group expects MIAR to complete the clinical trials by February
2011, subject to MIAR recruiting sufficient Influenza A subjects.

16



Safety

Rorrico has passed safety testing conducted by the Chinese Medicines and Food Safety Laboratory of
MIAR, which is ISO/IEC 17025 accredited by the National Association of Testing Authorities (Australia)
(“NATA”). NATA was created in 1947 and is a founding member of the International Laboratory Accreditation
Cooperation (ILAC) and the Asia Pacific Laboratory Accreditation Cooperation (APLAC), and provides both
of their secretariats. The safety testing was conducted in accordance with the safety compliance
requirements for TCM distribution registration established by the Department of Health, Macau. Rorrico will
also need to pass safety testing in Hong Kong and China as part of completing the registration process in
both of these jurisdictions. However, following the successful completion of safety testing in Macau, the
Directors are confident that Rorrico will satisfy safety requirements in Hong Kong and China.

Registration and Production of Rorrico

The Group intends to manufacture and sell Rorrico in Macau, China and Hong Kong, with a view to
broadening its distribution and sales network to countries in South East Asia. The following sets out the
business model of the Company for manufacturing and distributing Rorrico in Macau, China and
Hong Kong. Registration of Rorrico as a TCM for manufacture and sale in Macau and Hong Kong is not
akin to the stringent approval process of the United States Food and Drugs Administration (“FDA”) for
manufacturing and selling new pharmaceuticals in the United States. The registration process for new TCM
in Macau does not require pre-clinical and human clinical trials. Although the new Hong Kong registration
system under the CM Ordinance does require TCM subject to registration to undergo pre-clinical and
human clinical trials before registration, overall the registration process in Hong Kong is not as rigorous as
the FDA approval process and, pending registration in Hong Kong, the Group will be distributing Rorrico
in Hong Kong in an alternative form (as described under the heading “China” below). The PRC has a similar
process to that of the FDA, but pending registration of Rorrico in the PRC which may take at least 5 years,
the Group will be distributing Rorrico through its TCM Clinics and Hospitals in an alternative form, as
described under the heading “China” below.

Macau

The Group has outsourced the manufacturing of Rorrico in Macau to a third party manufacturer, Hong Yee
Pharmaceutical Industry Limited (“Hong Yee”). On 18 January 2010, Rorrico was registered by Hong Yee
with the Macau Health Services, which permits Hong Yee to manufacture, distribute and sell Rorrico OTC
in Macau. The Group has yet to commence sales of Rorrico in Macau. MiILOC Pharmaceutical will
appoint Hong Yee or an authorised wholesaler as its agent to distribute Rorrico on behalf of the Group
directly to TCM Clinics and Hospitals and licensed pharmacies in Macau. For further information relating to
the regulation of the manufacture and sale of TCM in Macau, please refer to the section headed
“Regulatory regime in Macau” in Part Il of this Admission Document.

China

The Group intends to enter into similar co-operation arrangements with third party manufacturers in China,
who will apply on behalf of the Group to register Rorrico as a new pharmaceutical product with the SFDA
in China. Registration of Rorrico will be subject to the successful outcome of pre-clinical and clinical trials.
Pending registration of Rorrico in China, which may take at least 5 years, the Group will not distribute
Rorrico to TCM Clinics and Hospitals in China in its manufactured granular form in a single sachet or in pill
form. Instead, the TCM Clinics and Hospitals will acquire the 21 ingredients which make up Rorrico directly
from licensed manufacturers or wholesalers appointed by the Group to supply the ingredients. These 21
ingredients will be packed in separate sachets in powdered form (“alternative form”). The TCM Clinics and
Hospitals in China will then prescribe Rorrico (in its alternative form) to patients under their direct care,
which is permitted under PRC law. For further information relating to the regulation of the manufacture and
sale of TCM in China, please refer to the section headed “Regulatory regime in China” in Part Il of this
Admission Document.

Hong Kong

Until recently the Group was permitted to manufacture and sell Rorrico without obtaining prior registration
of Rorrico as a proprietary Chinese medicine under the CM Ordinance. The Group commenced sales of
Rorrico in Hong Kong in 2009. For the period ended 31 March 2010 and for the period ended 30
September 2010 the total revenue from sales of Rorrico in Hong Kong by MiLOC Pharmaceutical Limited
and MILOC Biotechnology Limited was HK$90,248 (audited) approximately £7,260 and HK$179,924
(unaudited) approximately £14,475 respectively.

17



The Hong Kong Government introduced a mandatory registration system for proprietary Chinese
medicines in December 2010. Under the new regime, the Group is required to obtain the registration of
Rorrico before it can be manufactured and sold in Hong Kong in its modernised granular or pill form.
Pending registration in Hong Kong, the Group intends to rely on an exemption to registration contained in
the CM Ordinance, which will allow it to dispense Rorrico in its alternative form (as described above). The
TCM Clinics and Hospitals will acquire Rorrico (in its alternative form) directly from a licensed manufacturer
or wholesaler appointed by the Group as its distributor in Hong Kong and then prescribe it to patients
under their direct care. For further details relating to the regulation of TCM and the registration process in
Hong Kong, please refer to the section headed “Regulatory regime in Hong Kong” of Part Il of this
Admission Document.

Protection of Rorrico

The Patent Application for Rorrico was submitted to SIPO on 23 June 2009 and was published by SIPO
on 25 November 2009. It has now entered the substantive examination phase. Although there is no definite
timeframe for SIPO to conduct its substantive review of the Patent Application, generally, the patent
application procedure in China takes approximately 3 years, from the submission of the application to the
granting of the patent rights. The legal title to the Patent Application is held by the Assignors and will be
transferred to Smart Falcon after Admission, subject to Smart Falcon and the Assignors obtaining the
relevant state approvals and registering the TCM IP Assignment with SIPO. However, there is no guarantee
that SIPO will grant the patent rights to protect the formula of Rorrico.

It is difficult to obtain patent protection for TCM in jurisdictions outside China due the inherent difficulties
of proving that TCM possess such characteristics as “novelty” and “innovation” which are required for
invention patents. The active ingredients in TCM, which are Chinese medicinal herbs, and the methods of
concocting such ingredients have been used in TCM for thousands of years and therefore, new formulae
for TCM may be regarded as not novel or innovative.

In view of the difficulties of obtaining patent protection for TCM and the public nature of the patent
application process, the Directors do not intend to seek patent protection for Rorrico or future TCM of the
Group in other jurisdictions. The Directors believe that the best way of protecting Group’s TCM from the
risks of counterfeiting is through the reliance on trade secret law and/or contractual arrangements. It will
therefore continue to obtain confidentiality undertakings from its suppliers, manufacturers, joint venture
partners and TCM Clinics and Hospitals to ensure that the formulae and methods of production for its TCM
and other proprietary information remain confidential.

6. Other TCM

The Group has formed research and strategic collaborations with the Research & Development laboratory
of MIAR, which has agreed to provide full support to the Group in conducting medical trials for the Group’s
new TCM for a period of two years commencing 9th April 2010. For further details of the agreement with
MIAR, please refer to paragraph 7.10 of Part V of this Admission Document.

Other than Rorrico, the Group is also actively considering investments in other TCM, including the potential
acquisition from Professor He of a tuberculosis (“TB”) TCM named Li Kang Ping which has a patent
application pending in the PRC. There were 9.4 million TB cases in 2008 out of which 1.8 million people
died, equal to 4500 deaths per day. Although the estimated global incidence rate fell to 139 cases per
100,000 population after peaking in 2004 at 143 cases per 100,000, the total numbers of deaths and
cases is rising due to population growth.? In 2008, the countries that suffered most from TB cases include
India, China, Indonesia, South Africa and Nigeria. In particular, prevalence of TB in China is the second
highest in the world and it is expected that expenditure on tuberculosis control in China will increase
significantly over the medium term.

8 Source: WHO: 2009 update: Tuberculosis facts
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7. TCM Clinics and Hospitals
Joint ventures and acquisitions

The Group is currently seeking opportunities to acquire TCM clinics and hospitals in Hong Kong, Macau
and the PRC and MILOC Medical has entered into certain memoranda of understanding (as briefly
summarised below) (the “MOUSs”) with TCM clinics and hospitals in Hong Kong, Macau, Beijing and Xian.

Clinic or hospital Location Form of cooperation

Beijing Chinese Research Wan Kang
Chinese Hospital Co. Limited

(AtRFATEFEERERTELT) Beijing, China Joint venture

Xian Wei Yang Zheng Kang Medical

Clinic (& &xREETLE) Xian, China Joint venture

Modern TCM Limited" Hong Kong Joint venture

ICHI Chinese Medicine Hong Kong To be acquired by a
joint venture in
Hong Kong

(1) Each of Shiu Hon Chui, Keeng Wai Chan and Cho Shun Samuel Fu are shareholders of Modern TCM Limited and also hold
0.72 per cent., 0.62 per cent., and 0.45 per cent. of the issued share capital of the Company at the date of Admission.

As part of the Group’s investment strategy, the Group will only acquire or enter into joint ventures with
clinics and hospitals licensed to practise TCM in their relevant jurisdictions. The Group aims to establish
TCM networks consisting of 100 clinics and hospitals by the end of 2014 in various cities in China,
Hong Kong and Macau. If the Group’s investment strategy is proved successful in China, Hong Kong and
Macau, the Group intends to replicate its business model to other countries in South East Asia.

It should be noted that the MOUs are not legally binding and the joint venture arrangements described in
them are subject to the relevant joint venture parties entering into formal documentation. There is no
guarantee that the Group will complete any of these joint ventures arrangements and/or acquisitions.

The clinics will be bought through joint-venture companies issuing shares in such companies as currency.
The clinics to be acquired will be fully operational, generating revenues and profits. A nominal amount of
capital expenditure is expected to be spent, approximately £19,200 per clinic, for renovation and branding
under the MiLOC name. Further, this can done over time using the existing cash flow from the clinics. This
should allow MILOC to generate revenues at an early stage of its development with nominal capital
commitment.

However the Directors will consider setting up the Group’s own clinics if the Group’s cash position permits
this and doing so increases the Group’s revenue and profits.

Standardisation and modernisation

MILOC Medical intends to implement the following measures to standardise and modernise the
TCM Clinics and Hospitals:

® Quality Assurance System: All TCM Clinics and Hospitals will be managed under the ISO system in
order to assure the quality and consistent standard of the Group’s practice under the Group’s
Standard Operating Procedures (SOP) which is expected to be accredited for ISO9001;

® Centralised Electronic Clinic System: All TCM Clinics and Hospitals operated by the Group will have
access to a centralised electronic clinic system. The TCM physicians will be able to access
centralised patient records online which will provide convenience for both patients and doctors. The
system will allow the Group to process statistical data to provide information and insight for facilitating
advanced analysis and studies;

® Western Medicine Expertise: It is intended that all TCM Clinics and Hospitals operated by the Group
will have access to western medicine expertise provided by a consultant team of medical doctors and
pathologists. The team will provide support on consultancy, knowledge sharing and training, which
will enable the Group to benefit from combined western and TCM knowledge and resources which
the Directors believe is distinctive in the existing market;
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® Training Programs: A continuous training program on concepts and applications of TCM and western
medicine will be provided to all TCM physicians operating in the TCM Clinics and Hospitals. The aim
is to develop and maintain a high-standard TCM physician team that provides TCM treatment service
above the industry benchmark, and hence, establishes and upholds confidence of patients in the
Group’s TCM treatment service;

® Clinical Laboratory Support: The integration of the clinical laboratory analysis into the TCM diagnosis
process is an essential step to achieve an evidence-based TCM treatment. With proper training
provided to all TCM physicians, the TCM Clinics and Hospitals will be able to provide a complete
service to its patients; and

@ Safety and Quality Control of TCM Herbs: The Group has appointed MIAR to conduct tests and
monitor all TCM herbs dispensed by the TCM Clinics and Hospitals, with the exception of those
common TCM herbs which are generally regarded in the market as safe and of high quality. The
Group regards these measures as an important safeguard system to establish and uphold confidence
of patients in the TCM treatment service provided by the TCM Clinics and Hospitals. Further details
of the agreement appointing MIAR are set out at paragraph 7.10 of Part V.

8. Directors and Senior Management
Executive Directors
Dr Chow Ching Fung - Chairman, aged 41

Dr Chow Fung Ching is a founder of MiLOC and a registered TCM practitioner under the Chinese Medicine
Council of Hong Kong with over 15 years of TCM practising experience. Dr Chow is responsible for the
overall management of the Board and strategic development of the Group. Dr Chow is an Associate
Professor of the Hong Kong Research Institute of Chinese Medicine, Director General of the Qigong
Association of Hong Kong, Vice-Chairman of the Chi-med Charitable Foundation Limited and an executive
of the Hong Kong Society of Chinese Medicines. Dr Chow holds a Certificate in Internal Medicine and
Gynaecology from the University Of Hong Kong School Of Professional and Continuing Education, a
degree in Traditional Chinese Medicine from the Beijing University of Traditional Chinese Medicine and a
Master’s degree in Business Administration in Management from the Southeastern University in
Washington D.C.

Ong Ban Poh Michael - Chief Executive Officer, aged 37

Ong Ban Poh Michael is a co-founder of MiLOC and an experienced corporate finance practitioner in the
PRC market since 2003. Mr. Ong is responsible for the overall operation, management and strategic
development of the Group. Mr. Ong is currently a director of Parric Investments Limited, an investment
company which assists companies in corporate restructuring and fund-raising. He is also the founder and
Chairman of Chi-med Charitable Foundation Limited, a company that provides free medical services in
Hong Kong. Previously, between 2007 and 2009, he was CEO of Tadee Investments Limited, a
private-owned oil storage and ports company in the PRC. Before joining Tadee Investments Limited, he
was an independent non-executive director of Hua Kok International Limited, now Abterra Limited, a
Singapore listed company involved in investment and trade in commodities. Mr. Ong holds a Bachelor’s
degree in Law from the University of Leicester.

Ow Dennis Kian Jing — Executive Director, aged 44

Ow Dennis Kian Jing has been an experienced corporate finance practitioner in the Asia market since 2003.
He is currently a director of Old Park Lane Capital Asia and is responsible for developing its Asian business,
identifying new deals and assisting companies raising funds in Asia. He was formerly a director of Blue Oar
Securities Limited (based in Asia). Prior to joining Blue Oar Securities, Mr. Ow worked as the Senior Business
Manager of Asia Pacific for the London Stock Exchange for over 2 years in which time he successfully
brought eight companies from Southeast Asia to AIM and two Main Market listings from Indonesia and the
Philippines. Before joining the London Stock Exchange, Mr. Ow worked for over 5 years at a public listed
American company called First Data Corporation specialising in global credit cards processing and money
transfer, where he was responsible for their training and business development for Greater China. Mr. Ow
holds a Bachelor’s degree in Marketing and a Postgraduate Diploma in Management.
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Independent Non-executive Directors
Ivor Colin Shrago — Non-executive Director, aged 68

Ivor Shrago was admitted as solicitor to the Supreme Court of England and Wales in 1966 and to the
Supreme Court of Hong Kong in 1997. He has more than 40 years experience practising law. In 1996, he
was the General Counsel to Peregrine Direct Investments Limited, the investment arm of the Peregrine
Banking Group in Hong Kong, which was primarily involved in fund management. He then joined the asset
management arm of Vigers Asset Management Limited as managing director, while at the same time
acting as general counsel for the group. In 2002, Ivor joined Druces LLP (formerly Druces & Attlee). Ivor
has been a partner of Edwin Coe LLP since 2007.

Paul Wyman Cheng - Non-executive Director, aged 56

Mr. Cheng is a shareholder of Ajia Partners Inc, an independent alternative fund management firm in
Hong Kong. Mr. Cheng is the Head of the firm’s Special Situations Group and sits on the board of various
companies within the Ajia Partners Group and as its representative director on boards of portfolio
companies managed by Ajia Partners funds.

Mr. Cheng has been involved in private equity and investment banking for more than 30 years. Prior to
that, he was a partner and Managing Director of Delta Associates, the advisor to the US$350 million
Asian Equity Infrastructure Fund. Previously, he was with AIG Investment Corp as Director of Direct
Investments, as well as Director of the US$1.2 billion AIG Asia Infrastructure Fund I. As an investment
banker, he was Head of M&A at BZW Asia. Between 1983 and 1990, he was an Executive Director in
NM Rothschild in HK, engaged in corporate finance and M&A work in the region. He was also a Partner in
Arthur Andersen and Managing Director of Andersen Corporate Finance.

Mr. Cheng is a Fellow of the Institute of Chartered Accountants in England and Wales, member of the
Hong Kong Institute of Certified Public Accountants and member of the Hong Kong Securities Institute.
Mr. Cheng holds a Bachelor of Science in Physics from the University of St. Andrews, Scotland and
completed postgraduate studies at INSEAD, France and the Harvard Business School.

Senior Management
Ronnie Choi, Chief Financial Officer

Ronnie Choi is the Chief Financial Officer of the Group mainly responsible for overseeing the Group
accounting and finance. He has more than 12 years experience in accounting and auditing. He was
admitted to the status of Certified Practising Accountant of the Australian Society of Certified Practising
Accountants in 1994 and is currently registered as a Certified Public Accountant (Practising) of the
Hong Kong Institute of Certified Public Accountants. He is also a member of the Society of Chinese
Accountants and Auditors Hong Kong and an associate of the Hong Kong Society of Accountants.
Mr. Choi holds a Bachelor’s degree in Business from the University of Southern Queensland.

Professor He Zhong Sheng, Senior Consultant (Scientist)

Professor He has been appointed as a Senior Consultant to the Group, to advise it on certain matters
relating to Rorrico, including advising on manufacturing and quality issues. Professor He is a notable TCM
practitioner and Chinese herbal expert with over 20 years of practising experience. He specialises in difficult
and complicated diseases, in particular HIN1. Professor He researched and developed Rorrico, the
TCM IP Rights of which the Group acquired immediately before Admission. He has also patented
“ZhengShang Kangfu Plaster” in the PRC, which is used for the treatment of fractured bones. Professor
He is the author of the theory “Treatment based on syndrome differentiation: Treatment based on diseases”
published in the “Shaanxi TCM” Seventh magazine.

9. Current Trading Prospects

The development of the Group’s business since the end of the last completed financial year has been in
line with the Board expectations and the Board is confident as to the prospects of the Group for at least
the current financial year and beyond.
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10. Details of the Placing

Under the Placing, 2,405,363 Ordinary Shares have been conditionally placed at the Placing Price
pursuant to the Placing, representing 3.89 per cent. of the Enlarged Issued Share Capital. It is anticipated
that the Placing, which is not being underwritten or guaranteed, will raise £793,770 for the Company and
£383,557.92 after expenses. At the Placing Price, the Company will have a market capitalisation of
£20.404 million on Admission.

The Placing Shares will, on issue, rank pari passu in all respects with the Existing Ordinary Shares,
including the right to receive all dividends or other distributions thereafter declared made or paid.

Further details of the Placing Agreement are set out in paragraph 7.2 of Part V of this Admission Document.

11. Reasons for the Placing and Admission and Use of Proceeds
The net proceeds of the Placing will be used primarily for the following purposes:

e to facilitate the registration of Rorrico in Hong Kong and China and the development and/or
acquisition of new TCM and services;

to establish the networks of TCM Clinics and Hospitals;

to expand marketing activities in Hong Kong, China and Macau with a view to expanding further in
South East Asig;

e to identify opportunities for additional joint ventures and to promote the Group’s TCM and brand
through deals with business partners; and

® the working capital purposes of the Group.

The Directors believe that the profile of the Company will be enhanced by its position as a PLUS-quoted
company. It will also, inter alia, provide a more liquid market for its shares.

12. Lock-In and Orderly Market Arrangements

The Directors will, following Admission, together be interested in 43,096,015 Ordinary Shares, representing
approximately 69.70 per cent. of the Enlarged Issued Share Capital.

Each of the Directors has undertaken, subject to certain exceptions, not to dispose of any interest in
securities of the Company for a period of 12 months from Admission and not to dispose of any such
securities for a further 6 months thereafter without the consent of ZAl. Each Director has undertaken to
procure that his connected persons (within the meaning of sections 252 to 256 of the 2006 Act) comply
with the terms of such lock-in arrangements.

Megasia International Limited (the Controlling Shareholder), Chan Yat Kuen, Chow King Tung, Ching King
Wong, Bill Chow and Brighton Consulting Company Limited have undertaken, subject to certain
exceptions, not to dispose of any interest in securities of the Company for a period of 12 months from
Admission and not to dispose of any such securities for a further 6 months thereafter without the consent
of ZAl. Megasia International Limited, Chan Yat Kuen, Chow King Tung, Bill Chow and Brighton Consulting
Company Limited have undertaken to procure that its connected persons (within the meaning of sections
252 to 256 of the 2006 Act) comply with the terms of such lock-in arrangements.

Further details of these arrangements are set out in paragraphs 7.2 and 7.3 of Part V of this
Admission Document.

13. Dividend Policy

The Directors currently intend to re-invest the Group’s earnings to finance the growth of the Group’s
business in short to medium term but will consider paying dividends as and when the growth and
profitability of the Company allows, having regard to the availability of distributable reserves and the need
to finance future growth.
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The declaration and payment of dividends by the Company will be subject to the provisions of the
Companies Law and the Articles.

14. Share Options

The Directors consider that share options will be an important part of the Company’s remuneration and
incentive policy for senior management and Executive Directors. Accordingly, the Company has adopted the
Share Option Scheme, further details of which are set out in paragraph 9 of Part V of this Admission Document.

Conditional upon Admission, the Company has granted an option over Ordinary Shares to ZAl. The
ZAl Option is over 72,161 of Ordinary Shares as represent three per cent. of the Placing Shares exercisable
at the Placing Price at any time during the five year period commencing on the date of Admission. Further
details of the ZAl Option are set out in paragraph 7.11 of Part V of this Admission Document.

15. Corporate Governance

The Directors recognise the importance of sound corporate governance and intend that the Company shall
comply with the main provisions of the Corporate Governance Guidelines for Smaller Quoted Companies
so far as the same are appropriate for and apply to a company of the Company’s size, nature and stage
of development.

The Board is responsible for formulating, reviewing and approving the Company’s strategy, budgets and
corporate actions. Following Admission, the Company intends to hold Board meetings at least 4 times in
each financial year and at other times as and when required.

Upon Admission, the Company will establish an audit committee, a remuneration committee and a
nomination committee, with formally delegated duties and responsibilities.

The audit committee will initially comprise Paul Cheng and Ivor Shrago, with Paul Cheng as Chairman. It
will be responsible for ensuring that the financial performance, position and prospects of the Company are
properly monitored and reported on and for meeting the auditors and reviewing their reports relating to
accounts and internal controls.

The remuneration committee will initially comprise Paul Cheng and Ivor Shrago, with Ivor Shrago as Chairman.
It will review the performance of Executive Directors and set their remuneration and the payment of bonuses
to Executive Directors and consider the future allocation of share options to directors and employees.

The nomination committee will initially comprise Paul Cheng and Ivor Shrago, with Ivor Shrago as
Chairman. It will consider the selection and re-appointment of Directors. It will identify and nominate
candidates to fill Board vacancies and review regularly the structure, size and composition (including the
skills, knowledge and experience) of the Board and make recommendations to the Board with regard to
any changes.

16. Share Dealing Code

The Company has adopted a model code for Directors’ dealings in securities of the Company which is
appropriate for a company quoted on PLUS-quoted. The Directors will comply with Rule 72 of the PLUS
Rules relating to directors’ dealings and will take all reasonable steps to ensure compliance by the
Company'’s “relevant employees” (as defined in the PLUS Rules).

17. Cayman Islands Company Law

The Company is an exempted company incorporated with limited liability under the laws of the Cayman
Islands and is subject to the Companies Law which differs from the 2006 Act in relation inter alia to the
issue of new shares by companies. There are no statutory provisions in the Cayman Islands law equivalent
to sections 549 and 551 of the 2006 Act relating to the ability of directors to allot and issue shares and
there are no statutory provisions in the Cayman Islands law equivalent to sections 561 to 577 of the 2006
Act which confer pre-emption rights on existing shareholders in connection with the allotment of shares for
cash. However, the Articles provide that the ability of the Directors to allot and issue shares shall be subject
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to the passing of an authorising resolution (as defined in the Articles) and the Directors shall only be
generally and unconditionally authorised to exercise all powers of the Company to allot and issue shares
for a prescribed period specified in the authorising resolution up to an aggregate nominal amount equal to
the authorised amount as specified in the authorising resolution.

In addition, the Companies Law does not contain provisions similar to those in the City Code which oblige
a person or persons acquiring at least 30 per cent. of shares in a company to which the City Code applies
to make an offer to acquire the remainder of the shares in such company.

Under the Companies Law, Shareholders are not obliged to disclose their interests in the Company in the
same way as shareholders of a company incorporated under the 2006 Act are required to do so. In
particular, they are advised that the provisions of chapter 5 of the Disclosure and Transparency Rules do
not apply although equivalent protections are provided for in the Articles. Subject to the Articles, the Board
can create a class of shares with terms intended to delay or prevent a change of control of the Company
or to make removal of management more difficult and that, additionally, the Board may create shares with
liquidation rights, dividend rights or rights to receive consideration that greatly exceed the amount given to
holders of Ordinary Shares.

A summary of the Memorandum and Articles of the Company is set out in paragraph 6 of Part V of this
Admission Document.

18. City Code on Takeovers and Mergers

The Company is incorporated in the Cayman Islands. Accordingly, the protections afforded to Shareholders
by the City Code which are designed to regulate the way in which takeovers are conducted in the UK will not
be available. The Cayman Islands do not have a takeover code governing takeover offers for Cayman Islands
companies and a takeover of the Company would not be regulated by the UK or Cayman Islands authorities.

19. CREST

Application will be made for the Enlarged Issued Share Capital to be admitted to trading on PLUS-quoted.
It is expected that Admission will be effective and that dealings in the Enlarged Issued Share Capital will
commence on 23 December 2010.

The securities of certain non-UK incorporated companies, such as the Company, cannot be held or
transferred in CREST, a computerised paperless share transfer and settlement system. However, to enable
investors to settle trades in such securities through CREST, a depositary or custodian can hold the relevant
securities of non-UK incorporated companies under a trust arrangement and issue Dls representing the
underlying securities. The Articles permit the operation of a depositary interest facility. CREST is a voluntary
system and persons who wish to hold Ordinary Shares in registered form will be able to do so.

The Company in conjunction with Computershare Investor Services Plc, has established a facility whereby
Depositary Interests representing Ordinary Shares can be issued to persons who wish to hold Dls instead
of Ordinary Shares. Application has been made for the Depositary Interests to be admitted to CREST with
effect from Admission. Accordingly, subject to the settlement of the Dls for trading in CREST, settlement of
transactions in Dls representing the Ordinary Shares following Admission may take place within the CREST
system. Depositary Interests will have the same international security identification number (ISIN) as the
underlying Ordinary Shares and will not require a separate application for admission to trading on
PLUS-quoted.

Further details relating to admission, settlement and CREST are set out in paragraphs 16 and 17 of Part V
of this Admission document.

20. Taxation

A general guide to the main UK, Cayman Islands, Hong Kong and Singapore tax consequences that will
apply to persons who hold Ordinary Shares or Dls as investments and are UK resident individuals or
companies is set out in paragraph 15 of Part V of this Admission Document and your attention is drawn
to this section. The Directors can accept no responsibility for the statements set out in this paragraph and
in paragraph 15 of Part V of this Admission Document. Persons who are in any doubt as to their tax

24



position or who are subject to tax in jurisdictions other than the abovementioned jurisdictions are strongly
advised to consult their own professional advisers.

21. Disclosure and Transparency Rules

As the Company is incorporated in the Cayman Islands, Shareholders are not obliged to disclose their
interests in the Company in the same way as shareholders of certain companies incorporated under the
2006 Act. In particular, the relevant provisions of chapter 5 of the Disclosure and Transparency Rules do
not apply. However, the Articles contain provisions requiring the disclosure of voting rights in Ordinary
Shares which are similar to the provisions of the Disclosure and Transparency Rules. Furthermore, the
Articles may be amended by a resolution of the Shareholders.

22. Controlling Shareholder

Upon completion of the Placing, the Controlling Shareholder will own 68.29 per cent. of the Company’s
issued share capital. The Controlling Shareholder is owned by Chow Ching Fung (the Chairman of the
Company) as to 67 per cent. of its shares and Ong Ban Poh Michael (CEO of the Company) as to 33 per
cent. of its shares.

The Controlling Shareholder has entered into the Relationship Deed with the Company which provides that
the Company shall at all times be capable of operating its business independently of the Controlling
Shareholder and that all transactions and relationships between the Company and the Controlling
Shareholder (and its related parties) will be at arm’s length and on normal commercial terms. For further
details on the Controlling Shareholder please refer to the risk factor entitled “The Company’s Controlling
Shareholder may exert substantial influence over the Company and may not act in the best interests of the
Company’s independent shareholders” in Part Il of this Admission Document and paragraph 7.12 of Part V
regarding the Relationship Deed.

23. PLUS and the marketability of Ordinary Shares

Application is being made for all the issued and to be issued Ordinary Shares to be admitted to trading on
the PLUS-quoted. It is emphasised that no application has been made or is being made for admission of
the Ordinary Shares to PLUS-quoted or the Official List of the UK Listing Authority. PLUS-quoted is a
market operated by PLUS Markets Group plc incorporating a primary market for the shares of small and
medium companies (known as PLUS-quoted securities) and is not part of the London Stock Exchange.

24. Additional Information

Your attention is drawn to the information included in the rest of this Admission Document. In particular,
you are advised to carefully consider the risk factors contained in Part Ill of this Admission Document.
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PART I
INDUSTRY AND REGULATORY OVERVIEW

Pharmaceutical and healthcare industry in China

China’s pharmaceutical and healthcare industry is one of the world’s largest, mainly due to the sheer size
of China’s population. The pharmaceutical sector has experienced year on year double digit growth and is
valued at just over US$46.52 billion, with sales forecast to increase by 14.06 per cent. to reach US$53.06
billion by the end of 2010.° It is forecast that the value of China’s pharmaceutical market is set to overtake
several developed states in the next few years, including France and Germany.™

Developed cities and built-up regions account for the bulk of healthcare spending. PricewaterhouseCoopers
reports that by 2025, it is estimated that China’s urban consumer market by itself will then be worth about
US$ 2.9 trillion. Expenditure on private healthcare and medicines is expected to increase commensurately,
creating considerable opportunities for pharmaceutical companies and healthcare providers.™

In China, TCM and Western medicine have co-existed for more than 200 years. Research has found that
Chinese consumers overall tend to prefer TCM than Western medicine but will choose Western medicine
in particular situations, such as when they were certain of the cause of illness or sought quick alleviation
for their symptoms. Consumers of TCM perceive that it has fewer side effects and adverse reactions than
Western medicine and that it also addresses the underlying causes rather than alleviating the symptoms.

The widespread use of TCMs in China continues to represent competition to the conventional drugs sector.
TCM forms a large segment of the pharmaceutical market in China. In 2007, sales revenue for TCM in
China reached approximately US$21 billion, accounting for around 40 per cent. of the total pharmaceutical
market in China. In terms of sales volume, TCM represents two-third of drug sales in China and sales in
TCM are forecast to reach US$32 billion this year.™

Drivers of the Pharmaceutical Industry in China
The Directors believe there to be 4 major drivers of the pharmaceutical industry in China:

Increasing disposable income and spending on healthcare
A key driver over the medium term is China’s booming economy, which has lifted millions of people out

poverty over the past generation. Consumers are spending more on healthcare services as a result of rising
living standards and the growth of the middle classes. This trend is likely to continue.

According to the National Bureau of Statistics of China and the Ministry of Health, per capita expenditure on
public healthcare in China’s urban areas increased from RMB836 in 2001 to RMB1,145 in 2006, representing
a compound annual growth rate (“CAGR”) of 5.37 per cent. The per capita expenditure on public healthcare
in China’s rural areas increased from RMB246 to RMB442 during the same period, representing a CAGR of
10.26 per cent. Healthcare spending is forecast to increase from approximately RMB1,472 billion in 2009 to
RMB2,682 billion in 2010 and is expected to rise to RMB2,878 billion by 2014."

Population growth and increased life expectancy

China’s population is aging fast. Its one child policy and rising life expectancy has resulted in the growth in
China’s aging population, which is expected to constantly drive demand for medical products and healthcare
services. According to the National Bureau of Statistics of China, the proportion of the population aged 65
and above in China has increased from 7.6 per cent., or approximately 95.6 million, in 2002 to 9.4 per cent.,
or approximately 111 million, in 2008. It is expected to increase to 23.3 per cent. by 2050."

9 China Pharmaceuticals and Healthcare Report Q3 2010. Business Monitor International, P40
10  China Pharmaceuticals and Healthcare Report Q4 2009. Business Monitor International, P42

11 Pharma 2020: Marketing the future. PricewaterhouseCoopers. 2009
12 China Pharmaceuticals & Healthcare Report Q4 2009. Business Monitor International, P46
18  China Pharmaceuticals and Healthcare Report Q3 2010. Business Monitor International, P41

14 China Pharmaceuticals and Healthcare Report Q3 2010. Business Monitor International, P42
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Active government support

The Group believes that the Chinese government has adopted a number of positive measures to
encourage and promote the development of the pharmaceutical industry in China.

PricewaterhouseCoopers reports that since 2003, China has opened up certain segments of the
pharmaceutical industry to certain foreign investors to accelerate growth in the sector, improve
competitiveness and to comply with its World Trade Organisation obligations.™

A circular issued by the Government in May 2009 in relation to TCM sets out its strategic guidance in the
following areas:

1. Acknowledging of the importance and urgency of supporting and further advancing TCM development.
Formulating principles and policies guiding TCM development.

Developing TCM medical services and health promotion.

Promoting the passing-on and innovation of TCM.

Strengthening education and training of TCM professionals.

Upgrading the level of TCM industry.

Expediting the development of ethnomedicine of which TCM is a sub-type.

Promoting the TCM culture.

© © N o o M~ N

Expanding the reach of TCM to international communities.

10. Advancing the development and protection of the industry.

Increasing coverage of social medical insurance in China

In 1998 the PRC Government introduced the Urban Employees’ Basic Medical Insurance System which
provided healthcare cover for the urban employed. This was followed in 2003 by the introduction of the
New Cooperative Medical Scheme for the rural population. However, urban residents without formal
employment were left out of the state healthcare safety net. Subsequently in 2007, the PRC Government
began to implement the Urban Resident Basic Medical Insurance programme, with the goal to create a
healthcare system able to cover everyone and focusing on the non-employed urban residents. It is now
Government policy to expand the basic medical insurance programs to cover more than 90 per cent. of
urban and rural residents.

Overview of the pharmaceutical supply value chain in China

The pharmaceutical distribution market connects pharmaceutical manufacturers with pharmaceutical
retails, such as hospital, clinics and pharmacies and other points of sale retail outlets. The chart below
illustrates the distribution value chain of pharmaceutical products in China:

Hospital Consumers

Clinics Consumers

Pharmaceutical Distributors
manufacturers

Pharmacies and

Consumers
drugstores

Source: PricewaterhouseCoopers. “Investing in China’s Pharmaceutical Industry”. 2nd ed. 2009.

Typically, pharmaceutical distributors purchase pharmaceutical products from manufacturers and generate
revenue by reselling these pharmaceutical products downstream and providing relevant services to
customers in the retail market. China has introduced several measures to modernise its distribution sector.
In 2003, it opened its borders to foreign drug distributors. Another change was the introduction of Good
Supply Practice (GSP) certificates, which resulted in many distributors going out of business as they were
unable to comply with the new standards. Although the distribution sector in China is currently fragmented

15 PricewaterhouseCoopers. “Investing in the China’s Pharmaceutical Industry” 2009, 2nd edition
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between approximately 9,500 entities, it is experiencing ongoing consolidation with the top 100 distributor
firms accounting for over two-thirds of the market.'®

Through the Group’s establishment of a medical network, the Directors believe that the Group can enjoy
operational efficiencies and reduce transaction costs as well as administrative burdens. Consumers can
also develop confidence in the Group’s medical network from its TCM supply.

Clinics and hospitals in China

The medical clinic is often the first point of contact that patients establish with medical professionals. In
China, outpatients typically obtain their prescriptions at hospital or clinic pharmacies, unlike in the United
States and in other developed countries, where patients typically obtain their prescriptions at pharmacies
unaffiliated with the medical service provider. In China, hospitals account for just below 80 per cent. of the
pharmaceutical market, as they are in the position of being both prescribers and dispensers.

Most hospitals in China are owned and operated by the Chinese government while clinics are mainly
privately owned. TCM hospitals account for 16 per cent. of all hospitals in China, and over 75 per cent. of
town hospitals have TCM departments.” TCM outpatient departments and clinics account for more than
16 per cent. of all outpatient departments and clinics and in 2007, some 234 million people were treated
in TCM outpatient departments.'”® In recent years, the Government has pushed hospitals and clinics to
become profitable and continues to reduce the amount of public sector spending on health while at the
same time encouraging private expenditure. The number of hospitals is set to drop over the next five years,
while admissions will increase as the population continues to grow and age.

REGULATORY OVERVIEW
Regulatory Regime in China
Regulatory Framework

The PRC Pharmaceutical Products Administration Law was amended on 28 February 2001 and came into
force on 1 December 2001. It covers the fundamental legal framework for the administration of the
production and the sale of pharmaceuticals in the PRC, including TCM pharmaceuticals, and includes
regulations concerning the manufacture, distribution, packaging, advertising and pricing of pharmaceutical
products in China. As of its effective date of 15 September 2002, the Implementation Rules of the PRC
Pharmaceutical Products Administration Law sets out detailed implementation rules regarding the
administration of pharmaceuticals in China, including TCM pharmaceuticals.

In 2003 the State Food and Drug Administration (“SFDA”) was set up as the successor to the State Drug
Administration and is the primary regulatory body of the pharmaceutical industry in China. The SFDA is
responsible for supervising, both in an administrative and technical sense, the research, production,
circulation, application and technology of the pharmaceutical industry in China, including TCM
pharmaceuticals. The SFDA has further responsibility in co-ordinating and supervising the safety control
and management of food and health products and cosmetics.

The central functions of the SFDA are:

® 1o supervise and monitor the administration of the medical appliances, pharmaceutical and
equipment industries in China;

® to create and enforce administrative rules and policies regarding the supervision and administration
of those industries;

to examine, register and approve new, generic and imported pharmaceutical products and TCM; and

to award permits for the manufacture and import of pharmaceutical products and medical appliances
and equipment and for the establishment of businesses engaged in the manufacture and trading of
pharmaceutical products, medical appliances and equipment.

16 China Pharmaceuticals and Healthcare Report Q3 2010. Business Monitor International Ltd. p 61-62
17 China Pharmaceuticals and Healthcare Report Q4 2008. Business Monitor International Ltd. p 35
18  China Pharmaceuticals and Healthcare Report Q4 2008. Business Monitor International Ltd. p 35
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The SFDA also has a network of branches that operate at the provincial level and are important in the
regulation of the pharmaceutical industry in those areas. These branches may approve pharmaceutical
production enterprises and issue licences for the production of pharmaceuticals.

The State Administration of TCM (“SAC”) (EZRHEHEER) is a bureau established in 1989 under the
direct supervision of the PRC’s Ministry of Health. The SAC is responsible for administrating TCM and
pharmacology, to inherit and develop the science of TCMP, promoting the development of TCMP undertaking.

The Policy for the Nation’s Industrial Technology, brought into effect on 21 June 2002, confirmed various
focal points for the development of the medical and pharmaceutical industry in China. These were:
bio-medicinal technologies;

genetic engineering;

vaccinations and their commercial production;

Chinese medicine;

development of bulk chemical pharmaceuticals; and

high and medium level medical and pharmaceutical equipment.

The revised Guidance for Foreign Investment Industries Catalogue, effective as of 1 December 2007,
states that the Chinese government encourages foreign investors to invest in (amongst other things) the
following areas of the medical and pharmaceutical industry in China:

® production of bio-medicinal materials and products;
® development and application of new pharmaceutical adjuvants;

® production of new pharmaceutical preparations and products using new administration technologies
such as slow release, controlled release, targeted release, transdermal absorption, etc;

production of new drugs through the application of biological engineering technology;

production of new anti-cancer drugs and new drugs for cardiovascular and cerebrovascular
diseases; and

® production of vitamins and nicotinic acid.

Permits and licences for pharmaceutical manufacturing enterprises

It is essential that a manufacturer of pharmaceutical products, including TCM manufacturing enterprises,
obtains a Drug Manufacturing Permit (‘DM Permit”) before it begins the production of pharmaceutical
products in China. This is granted by the local SFDA branch at the provincial level where the manufacturer is
situated and the manufacturer must also have appropriate facilities, equipment, personnel and knowledge.
The SFDA will inspect the manufacturer’s production premises facilities, hygiene environment, quality
assurance systems, staff and apparatus before the grant of the DM Permit. The DM Permit is valid for a period
of five years and to ensure a successful renewal the manufacturer must apply not later than six months prior
to the date of expiration. The local SFDA branch will assess the manufacturer’s application for renewal.

Once the DM permit has been granted to the manufacturer, it must then apply for a business licence from
the appropriate Administrative Bureau of Industry and Commerce to commence business.

As well as obtaining the DM Permit and before commencing production of any pharmaceutical products,
the manufacturer also has to obtain specific approval from the SFDA. Further details regarding the
requirements for obtaining such production approvals are described below.

Good Manufacturing Practice (“GMP?)

GMP standards were originally prescribed by the predecessor of the SFDA to regulate the manufacture of
pharmaceutical products in China. The current version came into effect on 1 August 1999 and requires
pharmaceutical manufacturing enterprises in China to implement stringent controls on the production of
pharmaceutical products, as well as areas concerning staff qualifications, production premises and
facilities, raw materials, hygiene, equipment, quality control, production management and dealing with
customer complaints. The GMP standards also require the manufacturers of pharmaceuticals in China to
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obtain a GMP certificate (“GMP Certificate”), which permits the production of pharmaceutical products
in China. A GMP Certificate must be obtained whenever the manufacturer builds, rebuilds or expands its
workshops or production lines or introduces new pharmaceutical products.

Pursuant to the Notice on Issuing the Administrative Rules of GMP (RTHER (BHmEF
FETEMNTINEEEAZE) WEH), which became effective on 1 October 2005, when a
pharmaceutical manufacturer newly establishes a pharmaceutical manufacturing enterprise or expands its
manufacturing aspect, or when such manufacturer re-builds or expands its production line, such
manufacturer must apply to obtain the GMP certificate.

Pursuant to the same law as above, the GMP Certificate is valid for five years for the manufacturing
enterprise. Renewal must be applied for at least 6 months prior to the expiration date and is subject to
reassessment by the relevant authority.

Production of modernised TCM pharmaceutical products

According to the Measures on the Registration Administration, which came into effect on 1 October 2007,
new pharmaceutical products refer to those not previously available in China. Pharmaceutical products
taking different dosage forms or route of administration or having curative effects for additional diseases
are also treated as new pharmaceutical products.

New pharmaceutical products are registered under the following different types: Chinese medicines/nature
medicines, chemical pharmaceuticals, nature medicines and biochemical products, each with different
application requirements. For each type, there are number of categories, with each category representing
different composition, nature, technicality or status of that particular type of pharmaceutical.

Any manufactured TCM is subject to regulation as modernised TCM pharmaceutical products. Before a
TCM pharmaceutical product can be sold in China, it is subject to a process of clinical testing and
regulatory approval. This process takes at least five years in China and requires the expenditure of
considerable resources, and the manufacturer must supply extensive data on its quality, safety and efficacy
to submit to the SFDA for approval.

The Group has not yet commenced registration or production of Rorrico in China. It intends to outsource
the manufacturing of Rorrico and any of its future TCM to reputable third party manufacturers in China,
who will then apply for registration of the relevant TCM as a new pharmaceutical product.

There is a two stage process to developing a new modernised Chinese medicine: the pre-clinical and
clinical development stages.

Pre-clinical development

Step one of this stage is the development of processes for manufacturing the product candidate. For a
TCM pharmaceutical product, this step is likely to include research on resources, processes and the
preparation of TCM materials, such as sourcing the herbs and establishing the best method of reducing
the herb to an effective form for administration, via powder, pill or injection.

Step two involves pre-clinical studies, which frequently involve laboratory evaluation of the product’s
characteristics and effects and animal studies to assess its initial efficacy and safety. These animal studies
are required for certain pre-clinical studies, depending on the type and purpose of the product. Pre-clinical
studies including animal testing (if applicable) that are conducted in China must be pursued in accordance
with published SFDA guidelines. The Group has not yet commenced pre-clinical studies or clinical trials on
Rorrico but intends to do so shortly after Admission. It anticipates that such animal studies will take 3 to
4 months to complete.

Clinical trials

Clinical trials are mandatory before registration of a new TCM pharmaceutical product in China. These trials
are conducted in four phases, all of which are conducted under the supervision of the SFDA and its local
branch and pharmaceutical manufacturers are required to obtain an approval from the SFDA prior to
commencement of clinical research of a new TCM pharmaceutical product.
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After the SFDA grants approval to the clinical trial plan, the trials will be carried out by a qualified institution
under the supervision of the SFDA. Clinical trials involve the administration of the trial products to human
subjects under the supervision of an investigator in the four phases. Each clinical trial must also be
approved and carried out with the support of the Clinical Test Agent Ethics Committee. The Committee will
consider, among other things, ethical factors and the safety of the human subjects. Phases |, Il and Ill are
carried out before the approval of a new pharmaceutical product and phase IV is carried out after the
pharmaceutical product’s approval. After each phase, the product manufacturer must submit the results
to the SFDA. The SFDA may grant approval for Phases | to lll at the same time, as separate approvals are
not needed for each phase. Clinical trials are not (in theory) required for applications for the registration of
pharmaceutical products for which there are existing national standards in respect of the product’s quality
and technical requirements.

The Group expects the pre-clinical and clinical trial process in relation to Rorrico to take approximately two
years to complete.

Product approval in China

Upon successful completion of clinical trials of the new TCM pharmaceutical product in China the
manufacturer can then apply to the SFDA for a New Pharmaceutical Certificate. These certificates are
issued for pharmaceutical products that have not been marketed before in China and include products that
have been invented in China or products which are introduced into China for the first time. The SFDA will
investigate and assess such applications, a process which will include on site inspections and technical
examination of drug samples.

Pharmaceutical Approval Number and commencement of production

Once the manufacturer has obtained a New Pharmaceutical Certificate, it must satisfy the SFDA that it
holds a valid DM Permit and meets the GMP standards. After the SFDA grants its approval it will issue the
manufacturer a Pharmaceutical Approval Number in respect of the product and it is only after obtaining
this that it can commence production on the new TCM. The Pharmaceutical Approval Number is valid for
five years and can be renewed. There are no time limitations for applications for Pharmaceutical Approval
Numbers by holders of New Pharmaceutical Certificates.

Supervision of new pharmaceutical products

All new pharmaceutical products in China are subject to SFDA supervision for a period of two to five years,
starting with the date of production approval. The SFDA determines as to the length of the supervision
period in respect of a product, by considering the amount of available research into and information on the
safety of the product in question. During this period of supervision, the manufacturer must comply with
obligations to supply annual reports detailing the manufacturing process, quality, stability, curative effect
and adverse reactions of the protected pharmaceutical. Within three months before the end of the
supervision period, the manufacturer may make an application to upgrade the status of its product to
formal “national pharmaceutical standard” status. If the SFDA does not approve the application or if no
application is made, the manufacturer’s Pharmaceutical Approval Number for that product will be revoked
by the SFDA and production of that product must stop.

Production of national standard pharmaceuticals

“National standard pharmaceuticals” are pharmaceutical products for which the Chinese government has
already set technical standards as to quality and examination method. After a product is awarded this
status, any producer of that product with a valid DM Permit and a Pharmaceutical GMP Certificate may
apply to the SFDA for a Pharmaceutical Approval Number to produce that pharmaceutical product,
provided there is no existing patent or other administrative protection. Further details of the different types
of protection afforded to TCM pharmaceutical products are set out below.

Over the counter (“OTC”) registration
A manufacturer may apply for OTC classification for its pharmaceutical product if the product is:

a) a pharmaceutical for which national drug standards are already in existence;
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b) an OTC drug approved by the SFDA which has changed its form without changing its application,
main function, dosage volume or method of ingestion; or

c) anew compound made from active ingredient of an SFDA-approved OTC drug.

Supplemental applications for production and advertising

Approval from the provincial level SFDA is necessary before changes or modifications are intended to the
production process.

Under Chinese law, a pharmaceutical manufacturer must seek SFDA approval for the packaging of its
pharmaceutical products and the printed and televised advertisements for its pharmaceutical products.
Successful applicants will be granted a Pharmaceutical Packing Registration Certificate valid for a term of
five years which is renewable six months prior to expiration. Advertisements for OTC drugs are permitted
in the public media, where as prescription drugs may only be promoted in professional publications. An
enterprise seeking to advertise its pharmaceutical products must apply for an advertising approval code.

Regulatory protection for TCM pharmaceutical products
Supervision period protection

During the period of supervision (potentially up to five years commencing on the date of production
approval for the product) the SFDA will not accept any applications from other manufacturers for
permission to produce the same pharmaceutical products. This protection is available to all new
pharmaceutical products.

TCM protection

There are special regulatory protections for TCM producers in China, although modernised TCM is subject
to the same registration, regulation and manufacturing standards as all other pharmaceutical products, in
substance, in China.

The TCM pharmaceuticals authorised with patent rights are governed and protected by the PRC patent
law. The Regulations on Protection of TCM provide special protection for those TCM pharmaceuticals
attained in the “national pharmaceutical standard” or attained in the local pharmaceutical standard as well
as approved by the SFDA of the state.

The TCM pharmaceuticals specifically protected under the Regulations on Protection of TCM are classified
as Class | and Class Il depending on different innovative qualities, curative effectiveness and general
characteristics of the product. The manufacturer may apply for either Class | or Class Il of the product in
accordance to the legal requirements. Such application will be reviewed by the SFDA. Upon approval by
the SFDA, a Class | or Class Il TCM Protection Certificate, as appropriate, will be issued. The holder of the
certificate may then produce the protected TCM as specified on the certificate. During the protection
period, the formulae and manufacturing processes for the protected TCM will remain confidential.

A Class | TCM may be granted a protection period of either 10, 20 or 30 years. Most Class | TCM receive
a 30-year protection. The protection period for a Class | TCM may be extended in special circumstances,
subject to each extension not being longer than the original protection period, with the application not later
than six months prior to the expiration date. The majority of the protected TCM are granted Class I
protection. A Class Il TCM is entitled to protection for seven years, which may be renewed for a further
period of seven years pending approval of the SFDA at their discretion, with application not later than six
months prior to the expiration date.

The TCM product under the abovementioned specific protection must have attained national standard
status when such application for TCM protection is made.

Distribution of Pharmaceutical Products
Pharmaceutical Trading Permit

In China, manufacturers of TCM pharmaceutical products are permitted to distribute self-manufactured
products only. Retailers and wholesalers of TCM pharmaceutical products are required to obtain a
pharmaceutical trading permit from the SFDA at the provincial level before distributing such products. The
permit is issued only after the entity’s licensed pharmacists or professionals are found to be in possession
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of the relevant qualifications, the entity’s internal regulations have been reviewed and found satisfactory and
the entity’s storage premises for drugs and equipment are found to have met the applicable standards. A
pharmaceutical operation permit is valid for five years and may be renewed six months prior to the permit’s
expiration. Any renewal is subject to re-evaluation by the authority which issued the previous permit.

Good Supply Practices

Distributors of pharmaceutical products are required to obtain a Good Supply Practices (GSP) licence.
GSP is a set of quality guidelines on the distribution of pharmaceutical products. The licence is issued to
the distributor (as opposed to its branches) only after authentication of its operation by relevant
administrative authorities. A GSP licence is valid for five years and may be renewed three months prior to
its expiration.

Product Liability

Product liability claims may arise if any TCM sold have any harmful effect on consumers. Under the General
Principles of the Civil Law of the PRC, which came into effect from 1 January 1987, manufacturers and
sellers of defective products causing injury may incur civil liabilities. Under the Product Quality Law of the
PRC (effective in 1993 and amended in 2000), in serious cases, manufacturers producing defective
products can be also liable to criminal penalties and revocation of business licences. All business operators
who manufacture or sell goods and/or provide services to consumers must comply with the Law of the
PRC on the Protection of the Rights and interests of Consumers which came into effect on 1 January
1994. Business operators are subject to criminal liability if their goods or services lead to physical injury or
death of consumers.

Pursuant to the Tort Law of the PRC, which was promulgated on 26 December 2009 and became effective
from 1 July 2010, in the event that the pharmaceutical manufacturer or seller knowingly produces or sells
defective products that cause death or serious physical damage to the others, the injured party may claim
appropriate punitive damages from the manufacturer or the seller. Under the same law, where a product is
found to be defective after it is put into circulation, the manufacturer and the seller shall give timely
warnings, recall the defective product, or take other remedial measures; if any damage is caused due to
the untimeliness or ineffectiveness of remedial measures, the manufacturer and the seller shall bear tortious
liability.

Distribution of Rorrico in the PRC

To sell Rorrico in its present granular form or in a pill form, the Group will appoint a manufacturer to register
Rorrico on its behalf as a new medicine pursuant to Article 31 of the Law of Administration of
Pharmaceuticals of the PRC.

Pending registration of Rorrico as a new medicine, the Group intends to rely on an exemption to Article 31
which permits the manufacture and distribution of “TCM prepared in ready to use form” without
registration. The so-called “TCM prepared in ready-to-use form” refers to TCM prepared with a single TCM
herb using a specific concocting process. To comply with this exemption, Rorrico will not be manufactured
and/or distributed in its present form i.e. “finished dose” form, but will be manufactured in granular form
with 21 ingredients packed in 21 separate sachets of a single concentrated Chinese herb granule
(“Alternative Form”). Under PRC law, only certain pilot manufacturing enterprises are legally entitled to
manufacture single concentrated Chinese herb granules. Rorrico (in its Alternative Form) will be
manufactured by one of these manufacturers.

Under PRC law, pharmaceutical manufacturers are allowed to distribute self-manufactured TCM to
hospitals and clinics without possessing a pharmaceutical trading permit. The Group will either appoint the
manufacturer of Rorrico (in its Alternative Form) or a duly authorised wholesaler as its agent to distribute
Rorrico to the TCM Clinics and Hospitals in the PRC. The TCM Clinics and Hospitals will then prescribe
Rorrico (in its alternative form) to patients under their direct care.

On 18 June 2004, the SFDA published certain draft legislation requiring the registration of certain TCM
prepared in ready-to-use form including a draft Catalogue List of TCM Prepared in Ready-to-use Forms which
lists certain Chinese herbs required for approval. This draft legislation has yet to come into effect. In the event
that such regulations come into force and in the event that one or more of the 21 ingredients for Rorrico falls
under the Catalogue List of TCM Prepared in Ready-to-use Forms, the manufacturer which produces Rorrico
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in its Alternative Form shall obtain the required approval for each individual ingredient from the relevant
authorities within a one year grace period. Alternatively, the Company will use another manufacturer which
has already obtained approval for the relevant ingredients. However, if none of the ingredients falls under the
Catalogue List of TCM Prepared in Ready-to-use Forms, no approval shall be required, on the condition that
there is no other special legislative requirement.

Protection under patent law
Invention patents

Under the PRC Patent Law, which came into effect in 1985 and was last amended on 27 December 2008,
the formula and production process of a new TCM pharmaceutical product can be protected by an
invention patent with relevant application. Products seeking invention patent protection must possess the
characteristics of novelty, inventiveness and usefulness. SIPO will usually publish the application 18 months
after the application is filed or prior to that if so required by the patent applicant. SIPO will carry out a
substantive examination of the application, either at the request of the applicant within three years of the
date of the application, or if necessary at its discretion. The duration of protection of a patent right for an
invention is 20 years.

Once an invention patent is granted, unless otherwise permitted by law no other persons are permitted to
manufacture, use, import or sell the product protected by the patent or otherwise engage such activities
directly derived from applying the production technology or method protected by such patent, without the
consent of the patent holder authorised with the patent rights.

Registration of TCM IP Rights Assignment

The Patent Application for Rorrico is registered in the name of the Assignors. Following Admission, the
Assignors will apply to SIPO for the Patent Application to be registered in the name of Smart Falcon. As
Smart Falcon is a foreign company registered overseas, the Assignors must first apply for the approval of
the Shaanxi Commerce Department in Xian before applying to SIPO to register the assignment of the
Patent Application. Under PRC law the assignment of the Patent Application to a foreigner or a foreign
company registered overseas amounts to exportation of technology/patents. Whether the export of certain
technology/patents are prohibited or restricted is usually decided by the relevant approval authorities,
according to the relevant PRC Law, via an internal review of relevant materials provided by the applicant.
If approval is granted by the Shaanxi Commerce Department, the Assignors may then apply to SIPO for
registration of TCM IP Rights Assignment.

If the Shaanxi Commerce Department decides that the Patent Application falls under the category of freely
exportable technology, the assignment of the Patent Application shall be registered at the Shaanxi
Commerce Department prior to its registration at SIPO.

In the event that the Patent Application is deemed within the category of technology prohibited from export
and as such the application is disapproved by the Shaanxi Commerce Department, the Company intends
to incorporate a subsidiary in China (the “PRC subsidiary”) and arrange for the TCM IP Rights (including
the Patent Application) to be assigned to the PRC Subsidiary. This is due to the fact that if the assignee is
a company registered in China (whether 100 per cent. domestic owned, sino-foreign joint venture or wholly
foreign owned), no approval in relation to the export of technology/patent from the competent commerce
department will be required. In such circumstances, the TCM IP Rights Assignment need only be registered
with SIPO, which usually takes about 1 month.

Regulatory Regime in Hong Kong
Relevant Legislation

The regulation of the possession, sale and use of Chinese medicine in Hong Kong is contained in the
Chinese Medicine Ordinance (Cap. 549 of the Laws of Hong Kong) (the “CM Ordinance”).

The regulation of the importation of Chinese medicine in Hong Kong is set out in the Import and Export
Ordinance (Cap. 60 of the Laws of Hong Kong) (the “I&E Ordinance”).
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The CM Ordinance
In general, the regulation of traditional Chinese medicine falls into three parts:

(i)  the regulation of Chinese medicine practitioners. The CM Ordinance requires that all practitioners of
Chinese medicine are registered before they can practise in Hong Kong;

(i)  the licensing and regulation of Chinese medicine traders (including manufacturers, wholesalers and
retailers) of Chinese medicines which contain certain ingredients as listed in Schedule 1 and 2 of the
CM Ordinance; and

(i  the registration of proprietary Chinese medicines (“proprietary Chinese medicines” (as defined in
the section headed “Impact of the CM Ordinance on the Company” below).

Both the regulation of Chinese medicine practitioners and the regulation of Chinese medicine traders are
now in force.

Registration of proprietary Chinese medicines

Pursuant to Section 119 of the CM Ordinance, no person shall sell, import or possess any proprietary
Chinese medicine unless the proprietary Chinese medicine is registered.

All proprietary Chinese medicines must be registered before they can be sold, imported or possessed.
Registration of proprietary Chinese medicines must be made to the proprietary Chinese medicines Board
of the proprietary Chinese medicine Council (“Medicines Board”) in accordance with the CM Ordinance.
The applicant must apply in the prescribed form and provide the documents, information, samples and
other materials that the Medicine Board may determine and furnish the particulars of the proprietary
Chinese medicine required to be registered in accordance with the prescribed requirements as to safety,
quality and efficacy and be accompanied by the prescribed application fee.

On approval of the application and payment of the fee, the Medicines Board may register the proprietary
Chinese medicine and issue a certificate of registration to the applicant in respect of the proprietary
Chinese medicine. The Medicines Board may impose such conditions as it thinks fit and may amend, vary
or revoke the conditions if it appears to the Medicines Board that the conditions should be so amended,
varied or revoked. The Medicines Board may refuse an application for registration and provide written
reasons to the applicant if it thinks it is in the public interest to refuse.

In determining an application for registration of a proprietary Chinese medicine, the Medicines Board is required
in particular take into consideration the safety, quality and efficacy of the proprietary Chinese medicine.

Impact of the CM Ordinance on the Company
Under the CM Ordinance:

The expression “proprietary Chinese medicine” means:

(@) any proprietary product composed solely of the following as active ingredients:
() any Chinese herbal medicines; or
(i) any materials of herbal, animal or mineral origin customarily used by the Chinese; or
(i) any medicines and materials referred to in subparagraphs (i) and (i) respectively;

(b) formulated in a finished dose form; and

(c) known or claimed to be used for the diagnosis, treatment, prevention or alleviation of any disease
or any symptom of a disease in-human beings, or for the regulation of the functional states of the
human body.

The expression “Chinese herbal medicine” means any of the substances specified in Schedule 1 or 2° of
the CM Ordinance.

At least one of the ingredients used in Rorrico is within the substances specified in Schedule 2 of the CM
Ordinance. Hence, in its granular or pill form, Rorrico is likely to be treated as a “Chinese herbal medicing”

19  Schedule 1 contains 31 toxic Chinese herbal medicines and Schedule 2 contains 574 commonly used Chinese herbal medicines.
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and, depending on whether or not it is considered to be formulated in a finished dose form, it may also be
treated as a proprietary Chinese medicine.

Alternative formulation of Rorrico

Rorrico does not need not be “formulated in a finished dose”. If the Group is not able to obtain the relevant
registration of Rorrico in the period, the 21 ingredients for Rorrico could be sold to clinics and hospitals
separately and such clinics and hospitals could compound the medication themselves. If Rorrico is
compounded in a clinic environment, then the Directors believe that Rorrico will not be treated as “formulated
in a finished dose form” in which case the Rorrico medication prescribed by the clinics would not be treated
as proprietary Chinese Medicine under the CM Ordinance.

Even if Rorrico (in its alternative form) is treated as proprietary Chinese Medicine under the CM Ordinance,
the Company may be able to rely on an exemption set out in Section 158(6) of the CM Ordinance which
provides that the registration requirement (in Section 119) shall not apply in respect of a proprietary Chinese
medicine which is compounded by or under the supervision of, a registered Chinese medicine practitioner,
at the premises where he practises and administered or supplied to a patient under his direct care.

Since Rorrico can be compounded by the Chinese medicine practitioners themselves, the Directors believe
that that the registration requirements of the CM Ordinance may inconvenience the TCM Clinics and
Hospitals but will not, in itself, result in the Group not being able to dispense Rorrico via the TCM Clinics
and Hospitals in its alternative form.

Some of the ingredients of Rorrico are within the list of restricted substances set out in Schedule 2 of the
CM Ordinance, and are therefore treated as Chinese herbal medicines which can only be sold, under
Section 109 of the CM Ordinance, by a duly licensed manufacturer, wholesaler or retailer.

The TCM Clinics and Hospitals in Hong Kong and any third party clinics and hospitals would only purchase
any Chinese herbal medicines listed in Schedule 2 of the CM Ordinance from a duly licensed manufacturer or
wholesaler. The TCM Clinics and Hospitals themselves will incur no liability under Section 109 of the CM
Ordinance in respect of any sale or dispensation of such ingredients by them as Section 158(2) of the CM
Ordinance exempts registered Chinese medicine practitioners if the Chinese herbal medicines in question are:

(i)  being used for the purpose of administering to a patient under his direct care; and

(i)  dispensed on a prescription given by him and at the premises where he practises.

The Company would not be permitted to sell Rorrico nor such of its ingredients which are listed in Schedule 2
of the CM Ordinance in Hong Kong without a wholesaler/retailer licence in each case issued under the CM
Ordinance. However, the Group intends that any such ingredients would be purchased by the TCM Clinics
and Hospitals from duly licensed manufacturers or wholesalers appointed by the Group as its distributors.

Importation of proprietary Chinese medicines

The I&E Ordinance requires all imports of pharmaceutical products and medicines (including proprietary
Chinese medicines defined in the CM Ordinance) to be covered by import licences issued by the Trade and
Industry Department of Hong Kong. Such medicine can only be imported with an import licence by
someone licensed as a wholesaler in proprietary Chinese medicines or licensed as a manufacturer in
proprietary Chinese medicines.

Once the legislation relating to the registration of proprietary Chinese medicine is in force, the Company
will not be able to import Rorrico in its granular or pill form until Rorrico has been registered in Hong Kong.
However the Company does not currently import Rorrico into Hong Kong and it does not intend to do so
in the future. Instead it intends to engage a Hong Kong manufacturer to manufacture Rorrico in Hong Kong
and that the manufacturer will apply for registration of Rorrico under the mandatory registration regime of
the CM Ordinance.

Regulatory regime in Macau
Registration of TCM products

The registration of pharmaceutical products to be used, distributed or sold in Macau is governed by
Decree-Law 59/90/M. According to this Decree-Law (section 2 paragraph 2), the distribution and retail of
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TCM is subject to specific regulations, although these have not been enacted. In the absence of any
specific regulations, the Macau Health Services (“MHS”) are currently handling the authorization of the local
manufacture and distribution of TCM under the so-called “Alternative Registration System”.

The “Alternative Registration System” consists of applying to the local manufacture, retail and distribution
of TCM the same requirements applicable to the importation of goods of such nature into Macau. These
requirements are set out in Section 13 paragraph 2 of Decree-Law no. 53/94/M, which govern the
licensing and operation of TCM pharmacies, as well as the importation and exportation of TCM. Under the
general regulations on import and export transactions, TCM are deemed as conditioned ones and their
import or export could only be allowed if the relevant applicant holds a prior authorisation from MHS.

TCM must be authorised for manufacture and retail sale prior to commencing manufacture or retail sale of
such products in Macau. Under Section 13, of Decree-Law no. 53/94/M, the product authorisation should
be applied for by reference to a certain lot or batch to be manufactured and retailed and it should be
applied for with the MHS not less than 3 days from the expected date of introduction into the market.
Under the same Section 13 (paragraph 3) the application should be supported by technical documentation
and laboratory reports on the goods contents, purpose and indications.

Importation, distribution and sale of TCM in the course of the authorisation process may only be allowed
in the case of vital medicinal products or duly justified scientific purposes. If such TCM is made available
in Macau without being registered with the MHS, then fines are applicable as per the general regulations
relevant to import and export of goods into and from Macau as well as the rules on distribution of TCM.

The registration of TCM can be requested:
() by companies licensed to import, export and distribute TCM; and

(i) by companies duly licensed to import, export and wholesale of pharmaceutical products companies
(or IPPC).

The corporations handling import, export and wholesale of TCM must be duly licensed as per Sections 3
to 8 of Decree-Law 53/94/M. In order to obtain a licence the following requirements, amongst others, will
apply to the applicant:

a) it must have residence or its head office in Macau, if a legal person, and be duly incorporated;

b) it must have premises that fulfil the security and quality requirements suitable for storage and
conservation of pharmaceutical products; and

c) the owner (the directors or managers, in case of a company) must be suitable to carry out the import,
export and distribution of TCM.

The Group has outsourced the manufacturing of Rorrico in Macau to a third party manufacturer, Hong Yee.
On 18 January 2010, Hong Yee obtained from the Government of the Macau SAR Health Bureau
Pharmaceutical Unit a local sale permit for Rorrico, which permits it to manufacture and sell a specific
batch of Rorrico with an expiry date of December 2012 in Macau. Hong Yee must obtain an approval to
manufacture further batches with any later expiry dates, but such approvals are usually granted within a
few days of application. As the Group does not hold a wholesaler license, it intends to appoint either Hong
Yee or an authorised wholesaler as its agent to distribute, on behalf of the Group, Rorrico to TCM Clinics
and Hospitals and licensed pharmacies in Macau.
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PART Il
RISK FACTORS

The Ordinary Shares should be regarded as a highly speculative investment and an investment
in Ordinary Shares should only be made by those with the necessary expertise to fully evaluate
the investment.

In addition to the usual risks associated with an investment in a business which is a start-up or
at an early stage of development, the Directors believe that the following risks should be
considered carefully by investors before acquiring Ordinary Shares. Prospective investors are
advised to consult an independent adviser authorised under the FSMA.

If any of the risks described in this Admission Document actually occurs, the Company may not
be able to conduct its business as currently planned and its financial condition, operating
results and cash flows could be seriously harmed. In that case, the market price of the Ordinary
Shares could decline and all or part of an investment in the Ordinary Shares could be lost. No
inference ought to be drawn as to the order in which the following risk factors are presented as
to their relative importance or potential effect.

RISK FACTORS RELATING TO THE BUSINESS AND OPERATIONS OF THE GROUP

Prospective investors are strongly cautioned not to rely on any information contained in press
articles or other media regarding the Group and Admission.

Prior to the publication of this Admission Document, there has been press and media coverage regarding
the Group and Admission which may include certain financial information, projections and other information
about the Group that do not appear in the Admission Document. The Group does not accept any
responsibility for any such press or media coverage or the accuracy or completeness of any such
information. The Group makes no representation as to the appropriateness, accuracy, completeness or
reliability of any such information or publication. To the extent that any such information appears in
publications other than this Admission Document, the Group disclaims it. In making your decision as to
whether to purchase Ordinary Shares, you should rely solely on the information included in this Admission
Document and the application forms and not place any reliance on any other information.

The Group has a limited operating history

The Group has a limited operating history which makes it difficult for a potential investor to evaluate its
performance. It does not have cash flow producing assets and the ultimate success of the Group will
depend on its ability to develop and generate cash flow from the sales of TCM and the acquisition and
operation of a network of modern TCM Clinics and Hospitals. There is a possibility that not all, or indeed
any, of the proposed joint venture arrangements and/or acquisitions of MiLOC Medical to establish a
network of TCM Clinics and Hospitals will develop as anticipated or that the Group will become profitable.

The Group may not achieve its planned expansion objectives
The Group’s ability to expand depends on, among other things:

@ lIts ability to identify, and the availability of, suitable strategic acquisition targets and joint venture partners;
@ its ability to attract and reach agreement with these acquisition targets on commercially reasonable terms;
® the availability of financing to complete larger acquisitions or investments;

@ its ability to obtain all required governmental and third-party consents, approvals, licenses, certificates

and permits; and
® the possibility of its major competitors expanding into cities where it intends to operate.
The Group may not be able to achieve its planned expansion objectives. Although MiLOC Medical has

entered into a number of MOUs with various clinics and hospitals in Macau, Hong Kong and China
(as further described in paragraph 7 of Part | of the Admission Document), none of these MOUs are legally
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binding on the parties and there is no guarantee that any of the proposed joint venture arrangements
and/or acquisitions contemplated by the MOUs will complete.

No assurance of profitability

The revenue and profit potential of the Group is unproven, as the businesses within the Group are still at
a relatively early growth and development stage. To date, the Group has yet to make a profit and the
Directors expect that the Group’s net losses will continue for the short to medium term, as the Group
continues to incur expenses relating to, among other things:

research and development into new TCM for the treatment of pandemic diseases;

® the conduct of clinical trials on the Group’s candidates for new TCM;
® development of the Group’s sales and marketing network; and
® the establishment of joint venture arrangements with clinics and hospitals in Macau, Hong Kong and

the PRC to create the Group’s TCM Clinic and Hospital network.

Additional capital and dilution

The Group may require additional capital in the future for expansion and/or business development which
may significantly dilute the interests of existing Shareholders. If the Group is unable to obtain financing on
terms acceptable to it then it may be forced to curtail its planned development. If additional funds are
raised through the issuance of new equity or equity-linked securities of the Company other than on a
pro rata basis to existing Shareholders, the percentage ownership of Shareholders may be reduced. There
can be no guarantee that any further capital raisings will be successful.

Reliance on strategic relationships

To establish its network of TCM Clinics and Hospitals, the Group will depend on its relationships with
certain joint venture partners. The Company’s indirect equity interests in any of these proposed joint
venture arrangements may not provide the Company with the ability to control actions that require
shareholder approval. Also, under the terms of any joint venture contracts for these entities, the consent
of directors nominated by the Group’s joint venture partners may be required for the passing of resolutions
in relation to certain matters concerning the operation of these companies. As a result, although the Group
participates in the management, and in many cases has day to day operational control, of such operating
companies, it may not be able to secure the consent of its joint venture partners to pursue activities or
strategic objectives that are beneficial to or that facilitate the Group’s overall business strategies. No
assurance can be given that these relationships will not deteriorate with resulting adverse financial
consequences to the Group.

The Group’s network of clinics and hospitals will rely on the proper performance of its electronic
clinic information system and any malfunction of the system for an extended period could
adversely affect the Group’s ability to operate

The Group will operate a centralised electronic clinic information system under which the Group’s TCM
physicians will have access to patient records online. This system is critical for the Group’s clinic
operations. No assurance can be given that the electronic clinic information system will always operate
without interruption or malfunction. Any long term breakdown of, or disaster leading to damage to, the
hardware system or to our software, or other failure of our electronic clinic system from, among other
things, viruses and hacking, may adversely affect the Group’s ability to operate and manage its business,
its business performance and its profitability.

Regulatory risk associated with operating TCM clinics and hospitals

The Group’s intended business of operating TCM Clinics and Hospitals is heavily regulated by national
medical supervisory bodies. Any failure by the Group and/or its future joint venture partners to maintain
appropriate compliance with the regulatory environment could have a material adverse effect on the
business of the Group, including the possibility of one or more of the Group’s clinic being temporarily or
permanently closed.
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There may be a risk of potential litigation arising from professional malpractice

By the nature of the Group’s intended business of operating TCM Clinics and Hospitals, the Group will be
exposed to potential litigation arising from professional malpractice or incompetence of its TCM
practitioners. Any liability arising from such litigation is likely to have a material adverse effect on the Group’s
reputation, cash flow and financial condition. Where available in the relevant jurisdiction, the Group will have
in place insurance to cover potential litigation and each TCM practitioner working in the Group’s network
of clinics and hospitals will have their own professional indemnity insurance in place.

Dependency on a small number of TCM and effect of decrease in level of sales

Although the Group intends to develop or acquire other TCM, part of the Group’s business relating to sales
and distribution of TCM is dependent at present on one TCM, Rorrico. Product sales of Rorrico and any
other TCM developed or acquired by the Group may be affected by adverse market developments. These
may include downward pricing from governments and other third parties to limit healthcare costs, the
market for Rorrico or any other particular TCM acquired or developed by the Group not developing in the
manner predicted by the Group, withdrawal of a product for regulatory reasons or from increased
competition in the market. While the Group intends to expand its sales network, sales of products may not
grow as a result of the Group’s extended sales network. Failure by the Group to maintain or achieve
anticipated sales targets could have a material adverse effect on the Group’s financial condition, results of
operations and prospects.

The Group’s current and future research and development projects for Rorrico and future TCM
may not succeed

Given the unpredictability of research and development results, there can be no assurance that any
research and development project undertaken by the Group in relation to new TCM will result in a viable
TCM candidate for the Group or that any TCM candidate will have proven efficacy and safety of use to
proceed through pharmacological testing and clinical trials.

Although initial tests on Rorrico indicate that it has antiviral efficacy on the Influenza A (H1N1) virus, as
evidenced by in-vitro research conducted by the Wuhan Institute of Medical Virology in the PRC, MIAR has
not completed its clinical trials on human subjects. Although Rorrico does not yet have a proven track
record as to its efficacy in the prevention and treatment of Influenza A (H1N1) in humans, in July 2010,
MIAR successfully treated a patient who tested positive for Influenza A (H1N1) with a standard seven-day
treatment course of Rorrico.

TCM may fail to reach commercial production for various reasons, including the failure to obtain necessary
regulatory approvals for the registration or production of the TCM under production. The research and
development cycle for new TCM is generally quite long. The Group’s future research and development
projects may not succeed or complete within the anticipated budget or timeframe and the results of such
projects may not lead to viable commercial production and even if such projects reach commercial
production, there is no guarantee that they will be accepted by the market.

The Group may not succeed in marketing its TCM as viable alternatives to Western pharmaceutical
products outside China, Hong Kong and Macau as consumers are generally cautious about TCM. There
is also no guarantee that the Group will find appropriate partners outside its network of TCM Clinic and
Hospitals to assist in the marketing and distribution of its TCM to doctors and other users outside China.

The Group’s TCM products may not satisfy regulatory requirements

The pharmaceutical industry is subject to stringent regulation. At the date of this Admission Document the
Group’s manufacturer, Hong Yee, has registered Rorrico for production and retail sale in Macau. At present,
the Group intends register Rorrico for manufacture and retail sale in China and Hong Kong. In the meantime,
pending registration which may take at least 5 years to obtain in China, it will prescribe Rorrico through its
network of TCM Clinics and Hospitals in China and Hong Kong. For further details in relation to the distribution
of Rorrico by the Group, please refer to paragraph 5 of Part | of this Admission Document. The Group may
not be successful in obtaining approvals for its TCM in certain jurisdictions which may prevent the Group from
achieving its business objectives. In addition, the regulatory regime in any jurisdiction where the Group
operates may change from time to time, which may affect the ability of the Group to satisfy necessary
requirements for the sale of its TCM or may require it to remove its TCM from such markets altogether.
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The prices of certain of the Group’s TCM may be subject to governmental price control

Although the Group is not currently authorised to sell Rorrico in China, it intends to apply for such
authorisation following Admission and similarly with any other TCM it develops. The prices of certain
pharmaceutical products sold in China are subject to State or provincial governmental control. Should
there be an increase in the cost of the Group’s raw materials but an application by the Group for a
corresponding increase in the price ceiling of any relevant TCM is not approved or, as the case may be,
the price of related controlled by the relevant State or provincial price administration authority is not
adjusted, the Group’s profit margins may be adversely affected. There can be no certainty that new TCM
produced by the Group in the future will not be subject to price controls in China.

Production of TCM relies on the supply of quality medicinal raw materials

The Group’s production of its TCM products relies on the supply of raw materials, which are medicinal
herbs of a suitable quality whose properties are related to the regions and climatic conditions in which they
are grown. The quality, availability and prices of these medicinal herbs are dependent on and are closely
affected by weather conditions and other seasonal factors which may have an impact on the yields of such
herbs each year. The supply, prices and quality of raw materials may fluctuate according to market
conditions and any sudden increases in demand in the case of a widespread illness, such as Influenza
A (H1N1) or any drop in quality of the raw materials the Group uses, may impact on the Group’s costs of
production and may adversely affect the Group’s results of operation, financial condition and prospects.

There may be a risk of product liability litigation and adverse publicity

Rorrico and any other TCM which may be developed by the Group are based on extracts of medicinal
herbs which have been used in Chinese medicine for centuries. The Directors therefore believe that the risk
of harmful side effects from their use is low. However, in new concentrations or formulae of TCM or in
situations where such medicines are combined with other chemical drugs, there may be a risk of harmful
side effects which may result in the Group facing civil claims and/or criminal prosecutions.

In addition to civil liability claims, any safety incidents may lead to investigation and possibly prosecution
by the regulatory authorities in China or other jurisdictions where the Group’s TCM are distributed. Failure
to comply with any appropriate remedial action (which may include a product recall) may expose the Group
to regulatory or administrative action, a safety incident or any other issues relating to the serious quality of
the Group’s TCM may result in business disruption and possibly lead to adverse press and other negative
public relations consequences, including damage to the reputation of the Group or its brands. Any such
incidents could adversely affect the Group’s results of operations, financial condition and prospects.

Dependence on patents and other intellectual property rights

The Group’s ability to compete with other companies in China will depend to a certain extent on its ability
to obtain and maintain patent protection for certain of its TCM in China, enforce its rights against
infringement of those intellectual property rights, maintain its trade secrets and operate without infringing
the intellectual property rights or proprietary rights of third parties.

However, it is difficult to obtain patent protection for TCM in jurisdictions outside China due the inherent
difficulties of proving that TCM possess such characteristics as “novelty” and “innovation” which are
required for invention patents. The active ingredients in TCM, which are Chinese medicinal herbs, and the
methods of concocting such ingredients have been used in TCM medicine for thousands of years and
therefore, new formulae for TCM may be regarded as not novel or innovative.

At the date of this Admission Document, the Group only has the Patent Application in relation to Rorrico
pending. The Group may not be successful in obtaining a patent based on the Patent Application or any
other future patent applications.

In view of difficulties in obtaining patent protection for TCM and the public nature of the patent application
process, the Directors do not intend to seek patent protection for Rorrico in jurisdictions outside the PRC
or patent protection for future TCM of the Group in other jurisdictions. The Directors believe that the best
way of protecting the Group’s future TCM products from the risks of counterfeiting is through the reliance
on trade secret law and/or contractual arrangements. It will therefore continue to obtain confidentiality
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undertakings from its suppliers, manufacturers, joint venture partners, and TCM Clinics and Hospitals to
ensure that the formulae and methods of production for its TCM and other proprietary information remain
confidential. However, these agreements may not afford adequate protection and may be breached. Any
disclosure of its trade secrets and non-patentable know-how to third parties may result in competitors
independently developing medicines similar to those of the Group.

There is a high risk of counterfeiting in China and this risk increases with successful marketing and brand
awareness building of medicines which do not qualify for specific pharmaceutical protection under
PRC law. Enforcement of intellectual property rights in China can sometimes be difficult despite the
protection offered by the existing regulatory regime.

Competitors may develop similar medicines or copy any of the Group’s TCM, or produce TCM based on
any of the patents which the Group may obtain. The Group may have to enforce its intellectual property
rights against any person who infringes those rights or challenges any of the Group’s patent or trademark
applications of its intellectual property rights. Often proceedings of this nature can be protracted with no
certainty of success and usually involve significant costs and management time, which may have a material
adverse effect on the Group’s financial condition.

The Group may be subject to infringement actions if any of its TCM or TCM candidates are claimed by third
parties under other existing patents or are otherwise claimed to be the subject of third party proprietary
rights. Often proceedings of this nature can be protracted with no certainty of success and the Group may
incur significant costs in defending any such actions regardless of whether the Group is successful. If the
Group is unsuccessful in defending such infringement actions, it may be subject to significant liabilities to
third parties which may force it to reduce or cease its research and development of new products or the
sale and distribution of such products.

The Group may experience fluctuations in its results

The Company may experience fluctuations in its operating results due to a number of factors, including the
rate at which the Company expands its network of TCM Clinics and Hospitals, the interest rates payable
on debt capital, the level of expenses, variations in and the timing of the recognition of realised and
unrealised gains or losses, the degree to which it encounters competition in sourcing suitable TCM clinics
and hospitals and general economic conditions. Accordingly, results for any period should not be relied
upon as being indicative of performance in future periods.

Reliance on management and key personnel

The success of the Group depends largely upon the expertise of the Directors and its senior management.
There is no assurance that the Group can retain the services of these persons. Failure to do so any of any
of these persons may have a materially adverse effect on the Group’s business and prospects.

The Company’s Controlling Shareholder may exert substantial influence over the Company and
may not act in the best interests of the Company’s independent shareholders

Upon completion of the Placing, the Controlling Shareholder will own 68.29 per cent. of the Company’s
issued share capital. The Controlling Shareholder will be in a position to exert significant influence over the
Group’s affairs and will be able to significantly influence the outcome of any shareholders’ resolution,
irrespective of how other shareholders may vote. The interests of the Controlling Shareholder may not
necessarily be aligned with those of our independent shareholders. The Controlling Shareholder may cause
the Company to take actions that are not in the interests of the Shareholders. In the event that the interests
of the Controlling Shareholder conflict with those of the Shareholders, or if the Controlling Shareholder
chooses to cause the Company to pursue objectives that would conflict with the interests of its other
Shareholders, such other shareholders could be left in a disadvantageous position by such actions caused
by the Controlling Shareholder.

The Controlling Shareholder has entered into the Relationship Deed with the Company which provides that
the Company shall at all times be capable of operating its business independently of the Controlling
Shareholder and that all transactions and relationships between the Company and the Controlling
Shareholder (and its related parties) will be at arm’s length and on normal commercial terms. However, due
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to its controlling shareholding in the Company, the Controlling Shareholder may, in breach of the terms of
the Relationship Deed, influence the business of the Company which may in turn have an adverse effect
on the Company’s business.

Dividends

The Company does not currently intend to, but may in the foreseeable future, pay dividends to its
shareholders. There can be no assurance as to the level of future dividends. The declaration, payment and
amount of any future dividends of the Company are subject to the discretion of the Shareholders or, in the
case of interim dividends to the discretion of the Directors, and will depend upon, among other things, the
Company’s earnings, financial position, cash requirements, availability of profits, as well as provisions for
relevant laws or generally accepted accounting principles from time to time.

Planning uncertainty

This Admission Document contains certain forward-looking statements that are subject to certain risks and
uncertainties, in particular statements regarding the Group’s plans, goals and prospects. These statements
and the assumptions that underlie them are based on the current expectations of the Directors and are
subject to a number of factors, many of which are beyond their control. As a result, there can be no
assurance that actual performance of the Group will not differ materially from the matters described in this
Admission Document.

Political and legal factors

Projects in which the Group invests are likely to be in jurisdictions where legal uncertainties,
ambiguities, inconsistencies and anomalies might arise which would not necessarily exist in the UK. In
particular, difficulties may arise in seeking to obtain redress through the legal courts in the relevant
overseas jurisdictions.

Specific political risks include:

® Changes to existing legislation related to tax, import duties, custom procedures, ownership, foreign
exchange laws and environmental mitigation, leading to an adverse impact on the project;

Confiscation, expropriation or nationalisation of the Group and/or its assets;

Delays in the granting of permits, licenses and other consents from the government;
Restrictions on repatriation of profits and interest payments;

Controls or restrictions on the rate of depletion of the Group’s reserves;

War, revolution or political violence; and

Devaluation in the local currency, leading to a reduced value of the dividends stream.

Financial risk

There are a number of financial risks which are outside the control of the Group and which can affect
revenues and/or costs. These include international exchange rates, interest rates, world commodity prices
which in turn affect energy supplies and raw materials changes in world prices of biodiesel, inflation and
international trends in trade, tariffs and protectionism.

Legal Risk

Legal risks include the inability to enforce security arrangements, an absence of adequate protection for
intellectual property, an inability to enforce foreign judgments, absence of a choice of law, and an inability
to refer disputes to arbitration or to have a choice with regard to arbitration rules, venue and language.

Mitigation measures for these risks are limited.
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Tariffs and tax changes

Governments may impose tariffs on imported products and/or introduce changes to their internal tax
subsidies which may affect the Group’s competitiveness.

CONSIDERATIONS RELATING TO THE ORDINARY SHARES

Investment in PLUS-quoted securities and liquidity of the Company’s Shares

An investment in companies whose shares are traded on PLUS-quoted are perceived to involve a higher
degree of risk and be less liquid than an investment in companies whose shares are listed on the Official
List. PLUS-quoted is a market designed primarily for emerging or smaller companies. The rules of this
market are less demanding than the Official List. The future success of PLUS-quoted and liquidity in the
market for Ordinary Shares cannot be guaranteed. In particular, the market for Ordinary Shares may
become or may be relatively illiquid and therefore, such Ordinary Shares may be or may become difficult
to sell.

The market of the Ordinary Shares following Admission may be highly volatile and subject to wide
fluctuations in response to a variety of factors which could lead to losses for Shareholders. These potential
factors include amongst others: any additions or departures of key personnel, litigation and press,
newspaper and/or other media reports, variations in the operating results of the Group, divergence in
financial results from analysts’ expectations, changes in earnings estimates by stock market analysts,
general economic conditions or legislative changes in earnings estimates by stock market analysts, general
economic conditions or legislative changes in the group’s sector.

Prospective investors should be aware that the value of the Ordinary Shares may go down as well as up
and that the market price of the Ordinary Shares may go down as well as up and that the market price of
the Ordinary Shares may not reflect the underlying value of the Company. Investors may, therefore, realise
less than or lose all of their investment.

Dilution of shareholders’ interest as a result of additional equity fundraising

As mentioned above, the Group may need to raise additional funds in the future to finance, amongst other
things, expansion of the business, new developments relating to existing operations or new acquisitions.
If additional funds are raised through the issuance of new equity or equity-linked securities of the Company
other than on a pro rata basis to existing Shareholders, the percentage ownership of the existing
Shareholders may be reduced. Shareholders may also experience subsequent dilution and/or such
securities may have preferred rights, options and pre-emption rights senior to the Ordinary Shares.

Takeover Code

The Takeover Code will not apply to the company as further described in paragraph 19 of Part | of this
Admission Document and therefore any takeover of the Company will be unregulated by UK takeover
authorities.

Tax legislation

Any change in the Company’s tax status, or in taxation legislation in the BVI, the United Kingdom or
elsewhere, could affect the value of its investments and the Company’s ability to achieve its investing
policy, or alter the post-tax returns to Shareholders. Statements in this Admission Document concerning
the taxation of UK Shareholders are based upon current UK tax law and practice, which laws and practice
are in principle subject to change that could adversely affect the ability of the Company to meets its
investing policy.

Prospective investors are urged to consult their tax advisers with respect to their particular tax situations
and the tax effects of an investment in the Company.
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RISK FACTORS RELATING TO THE PRC

The Group will be reliant on the Chinese market for the sale of its TCM

The Directors anticipate that sales of the Group’s TCM in China will represent a significant proportion of the
Group’s total revenues in the near future. As a result, the Group’s results of operations, prospects and
financial condition could adversely be affected if there is any deterioration in or disruption to legal, political,
economic or social conditions in China.

Taxation

The attention of potential investors is drawn to paragraph 15 of Part V of this Admission Document headed
“Taxation”. The tax rules, including stamp duty provisions and their interpretation relating to an investment
in the Group may change during the life of the Group.

The levels of, and reliefs from, taxation may change. The tax reliefs referred to in this Admission Document
are those that are currently available and their value depends upon the individual circumstances of
investors. Any change in the Group’s tax status or the tax applicable to holding Ordinary Shares or in
taxation legislation or its interpretation, could affect the value of the investments held by the Group, affect
the Group’s ability to provide returns to Shareholders and/or alter the post-tax returns to Shareholders.
Statements in this Admission Document concerning the taxation of the Group and its investors are based
upon current tax law and practice which is subject to change.

Currency Exchange Rates

State control of currency conversion and future movements in exchange rates may adversely affect the
Group’s ability to distribute dividends, increase competition from imports, affect the value of the Group’s
assets or inhibit its ability to import the required machinery.

Environmental Regulation

The Group’s operations are subject to environmental and safety regulation in the PRC and other
jurisdictions in which it operates. Such regulation covers a wide variety of matters, including, without
limitation, prevention of waste, pollution and protection of the environment, labour regulations and worker
safety. The Group may also be subject, under such regulations, to clean up costs and liability for toxic and
hazardous substances which may exist on or under any of its properties or which may be produced as a
result of its operations. In particular, the acceptable level of pollution and the potential clean up costs and
obligations and liability for toxic or hazardous substances for which the Group may become liable as a
result of its activities may be impossible to assess against the current legal framework and current
enforcement practices of the relevant jurisdiction. In addition, environmental legislation and permit regime
are likely to evolve in a manner which will require stricter standards and enforcement, increased fines and
penalties for non-compliance, more stringent environmental assessments of proposed projects and a
heightened degree of responsibility for companies and their directors and employees.

Health and Safety

While health and safety regulations in the PRC are not well developed, the adoption and enforcement of
more stringent regulations in the future could adversely affect operational flexibility and costs.

Governmental Regulations and Licences

The Directors believe that the Group currently holds all necessary licenses and permits to carry on the
activities which it is currently conducting under applicable laws and regulations. The Group intends to
register Rorrico for manufacture and retail sale in the PRC and Hong Kong. However the Group s ability to
obtain, sustain or renew any such licenses and permits on acceptable terms is subject to changes in
regulations and policies and to the discretion of the applicable PRC governmental authorities. New laws
and regulations, amendments to existing laws and regulations, or more stringent enforcement of existing
laws and regulations, could have a material adverse impact on the Group s results of operations and
financial condition.
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Political Risks in PRC

The Chinese system operates within a political framework of Communist control. However PRC has
reformed and opened its economy. Although the Directors believe that political conditions in PRC are
generally stable, changes may occur in its political, fiscal and legal systems which might affect the
ownership or operation of the Group’s interests, including, inter alia, changes in exchange control
regulations, changes in government and in legislative and regulatory regimes. The Chinese Government
since 1978 has pursued a policy of economic liberalisation, including the relaxation of private sector
involvement in certain business sectors, although in late 2003 it began to limit new infrastructure projects,
in an effort to cool off the economy. The degree to which the PRC Government regulates the industry is a
key risk to the business in the future. The rate of economic liberalisation could change and laws and
policies affecting the environmental protection sector, foreign investment, exchange rates and other
matters affecting investment in PRC could change as well. A material change in PRC’s economic
liberalisation could disrupt the country’s economy generally and the Group s business in particular. In
addition, PRC has from time to time experienced civil unrest and hostilities with Taiwan and neighbouring
countries, including India, Pakistan, Malaysia, Philippines and Vietnam. Events such as clashes between
PRC, India and Pakistan over the disputed Kashmir region and terrorist attacks within PRC itself could
adversely affect the market price of the Ordinary Shares.

PRC Legal Environment

The Chinese legal system is based on written statutes. Prior legal decisions and judgments have limited
precedential value. China is still in the process of developing a comprehensive statutory framework, and
its legal system is still considered to be underdeveloped in comparison with legal systems in some western
countries. Despite significant improvement in its developing legal system, China does not yet have a
comprehensive system of laws. The interpretation of Chinese laws may be subject to changes that have a
material adverse effect on the Group. In addition, enforcement of existing laws may be uncertain. The PRC
legal system and regional taxation laws have inherent uncertainties and inconsistencies as to interpretation
that could limit the legal protections available to members of the Group and might constrain the
effectiveness of its intellectual property rights. As the Group s business is substantially conducted in the
PRC, its operations are governed principally by the laws of the PRC. The Directors believe that
PRC company law and special provisions, in general, and provisions for the protection of shareholders
rights and access to information, in particular, are less developed and afford less protection than those
applicable to companies incorporated in the United Kingdom and other developed countries or regions.

Limitations on Foreign Control of Chinese Companies

As part of PRC's accession to the WTO in 2001, PRC undertook to eliminate certain trade-related investment
measures and to open up specified sectors that had previously been closed to foreign investment. Major
remaining barriers to foreign investment include inconsistently enforced laws and regulations.

The risks noted above do not necessarily comprise all those faced by the Group and/or by the
Shareholders, and are not intended to be presented in any assumed order of priority.

The investment described in this Admission Document is speculative and may not be suitable
for all recipients of this Admission Document. Potential investors are accordingly advised to
consult a person authorised under the FSMA who specialises in advising in investments of this
kind before making any investment decisions. A prospective investor should consider carefully
whether an investment in the Company is suitable in the light of his personal circumstances and
the financial resources available to him.

46



PART IV (A)
ACCOUNTANTS’ REPORT ON MILOC GROUP LIMITED

The Directors ohy

MILOC Group Limited YEms M AZARS
Research and Development of Traditional Chinese Medicine Mazars LLP
Flat A 1/F, 69 Chung on Street Tower Bridge House
Tsuen Wan, NT St Kathaﬂnﬁgn\ggz
Hong Kong EW1 1DD

The Directors

ZAl Corporate Finance Limited
12 Camomile Street

EC3A 7PT

20 December 2010

Dear Sirs

We report on the financial information of MiLOC Group Limited (the ‘Company’), which has been prepared
for inclusion in the PLUS Admission Document (the ‘Document’) dated 20 December 2010 of the
Company on the basis of the accounting policies set out in note 2 to the financial information. This report
is required by Appendix | of the PLUS Rules and is given for the purpose of complying with that appendix
and for no other purpose.

Responsibilities

The Directors of the Company are responsible for preparing the financial information as described in
the ‘Basis of Preparation’ set out below and in accordance with applicable International Financial
Reporting Standards.

It is our responsibility to form an opinion on the financial information as to whether the financial information
gives a true and fair view, for the purposes of the Document and to report our opinion to you.

Basis of opinion

We conducted our work in accordance with Standards for Investment Reporting issued by the Auditing
Practices Board in the United Kingdom. Our work included an assessment of evidence relevant to the
amounts and disclosures in the financial information. It also included an assessment of significant
estimates and judgements made by those responsible for the preparation of the financial information and
whether the accounting policies are appropriate to the entity’s circumstances, consistently applied and
adequately disclosed.

We planned and performed our work so as to obtain all the information and explanations which we
considered necessary in order to provide us with sufficient evidence to give reasonable assurance that
the financial information is free from material misstatement whether caused by fraud or other irregularity
or error.

Opinion

In our opinion the financial information gives for the purposes of the Document dated 20 December 2010 a
true and fair view of the state of affairs of the Company as at the date stated and of the statements of
comprehensive income, changes in equity and cash flow for the period then ended in accordance with the
basis of preparation set out below and in accordance with applicable International Financial Reporting
Standards and has been prepared in a form that is consistent with the accounting policies to be adopted
by the Company.
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Declaration

For the purposes of Appendix | of the PLUS Rules we are responsible for this report as part of the
Document and declare that we have taken all reasonable care to ensure that the information contained in
this report is, to the best of our knowledge, in accordance with the facts and contains no omission likely
to affect its import. This declaration is included in the Document in compliance with Appendix | of the PLUS
Rules.

Yours faithfully

Mazars LLP
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STATEMENT OF COMPREHENSIVE INCOME

The statement of comprehensive income of the Company for the period from incorporation on
10 February 2010 to 31 March 2010 is set out below:

Notes HK$

Revenue 3 -
Cost of sales -

Gross profit -
Distribution costs -

Result before taxation -
Taxation 4 -
Result for the period -
Other comprehensive income -

Total comprehensive result -
Result per share - from continuing operations (HK$) -
Basic and diluted 6 -
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STATEMENT OF FINANCIAL POSITION

The statement of financial position of the Company as at 31 March 2010 is set out below:

Notes HK$
Current assets
Other receivables -
Total assets _
Equity and reserves
Share capital 5 -

Total equity and liabilities -
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STATEMENT OF CHANGES IN EQUITY

The statement of changes in equity of the Company for the period from incorporation on 10 February 2010
to 31 March 2010 is set out below:

Retained
Share capital earnings Total
HK$ HK$ HK$
Increase in share capital —* - _*

At 31 March 2010 - - -

* The increase in share capital was US$0.001 (approximately HK$0.008), being one share of US$0.001 each.

No dividends were paid during the period ended 31 March 2010.

STATEMENT OF CASH FLOWS

The statement of cash flows of the Company for the period from incorporation on 10 February 2010 to
31 March 2010 is set out below:

HK$

OPERATING ACTIVITIES
Cash generated from operations -

Net cash inflow from operating activities -

Net increase in cash and cash equivalents -
Cash and cash equivalents at beginning of period -

Cash and cash equivalents at end of period, represented
by bank balances and cash -

There were no major cash transactions during the period under review.
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NOTES TO THE FINANCIAL INFORMATION

1. CORPORATE INFORMATION

MILOC Group Limited (the ‘Company’) was incorporated in the Cayman Islands on 10 February 2010. Its
registered office is The R&H Trust Co. Limited, One Capital Place, George Town, P.O. Box 897, Cayman
Islands. The nature of the Company’s operations and its principal activities are to act as the holding
company of a group which will be engaged in (i) the research, development, marketing and distribution of
traditional Chinese medicine (‘'TCM’) and (i) the development and operation of a network of TCM clinics
and hospitals in China, Hong Kong and Macau.

The financial information contained in this report is presented in Hong Kong Dollars (‘HK$).

2. PRINCIPAL ACCOUNTING POLICIES

Basis of preparation

The financial information has been prepared in accordance with International Financial Reporting
Standards (‘IFRS’), which includes all applicable individual International Financial Reporting Standards,
International Accounting Standards (‘IAS’) and Interpretations issued by the International Accounting
Standards Board (IASB’), and on the historical cost convention, unless otherwise indicated in this
summary of significant accounting policies.

Comparative figures

No comparative figures have been presented as the non-statutory financial information covers the period
from incorporation to 31 March 2010.

Financial Assets

Financial assets within the scope of IAS 39 are classified as either financial assets at fair value through profit
and loss, loans and receivables, held-to-maturity investments, or available-for-sale financial assets, as
appropriate. Financial assets are recognised on the balance sheet when, and only when, the Company
becomes a party to the contractual provisions of the financial instrument.

Financial assets are initially recognised at fair value, plus transaction costs for all financial assets not carried
at fair value through profit or loss. The Company determines the classification of its financial assets after
initial recognition and, where allowed and appropriate, re-evaluates this designation at each financial
year end.

All arms length purchases and sales of financial assets are recognised on the trade date i.e. the date that
the Company commits to purchase the asset. Such purchases or sales are purchases or sales of financial
assets that require delivery of assets within the period generally established by regulation or convention in
the market place concerned.

()  Financial assets at fair value through profit and loss

Financial assets classified as held for trading are included in the category financial assets at fair value
through profit or loss. Financial assets are classified as held for trading if they are acquired for the
purpose of sale in the short term. Derivative financial instruments are also classified as held for trading
unless they are designated as effective hedging instruments. Gains or losses on investments held for
trading are recognised in the income statement.

The Company does not designate any financial assets not held for trading as financial assets as fair
value through profit and loss during the period under review.

(i) Held-to-maturity investments

Non-derivative financial assets with fixed or determinable payments and fixed maturity are classified
as held-to-maturity when the Company has the positive intention and ability to hold the assets to
maturity. Investments intended to be held for an undefined period are not included in this
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(i)

(iv)

classification. Other long-term investments that are intended to be held-to-maturity, such as bonds,
are subsequently measured at amortised cost using the effective interest method. This cost is
computed as the amount initially recognised minus principal repayments, plus or minus the
cumulative amortisation using the effective interest method of any difference between the initially
recognised amount and the maturity amount and minus any reduction for impairment or
uncollectibility. This calculation includes all fees and points paid or received between parties to the
contact that are an integral part of the effective interest rate, transaction costs and all other premiums
and discounts. For investments carried at amortised cost, gains and losses are recognised in the
income statement when the investments are derecognised or impaired, as well as through the
amortisation process.

Loans and receivables

Non-derivative financial assets with fixed or determinable payments that are not quoted in an active
market are classified as loans and receivables. Such assets are carried at amortised cost using the
effective interest method. Gains and losses are recognised in the income statement when the loans
and receivables are derecognised or impaired, as well as through the amortisation process.

Available-for-sale financial assets

Available-for-sale financial assets are those non-derivative financial assets that are designated as
available-for-sale or are not classified in any of the three preceding categories. After initial recognition,
available-for-sale financial assets are measured at fair value with gains or losses being recognised in
the fair value adjustment reserve until the investment is derecognised or until the investment is
determined to be impaired at which time the cumulate gain or loss previously reported in equity is
included in the income statement.

The fair value of investments that are actively traded in organised financial markets is determined by
reference to the relevant stock exchange’s quoted market bid prices at the close of business on the
balance sheet date. For investments where there is no active market, fair value is determined using
valuation techniques. Such techniques include using recent arm’s length market transactions;
reference to the current market value of another instrument, which is substantially the same;
discounted cash flow analysis and option pricing models.

Derecognition of Financial Assets and Liabilities

M

Financial assets

A financial asset (or, where applicable a part of a financial asset or part of a group of similar financial
assets) is derecognised where:

® The contractual rights to receive cash flows from the asset have expired;

® The Company retains the contractual rights to receive cash flows from the assets, but has
assumed an obligation to pay them in full without material delay to a third party under a
‘pass-through’ arrangement; or

® The Company has transferred its rights to receive cash flows from the asset and either (a) has
transferred substantially all the risks and rewards of the asset, or (b) has neither transferred
nor retained substantially all the risks and rewards of the asset, but has transferred control of
the asset.

Where the Company has transferred its rights to receive cash flows from an asset and has
neither transferred nor retained substantially all the risks and rewards of the asset nor transferred
control of the asset, the asset is recognised to the extent of the Company’s continuing
involvement in the asset. Continuing involvement that takes the form of a guarantee over the
transferred asset is measured at the lower of the original carrying amount of the asset and the
maximum amount of consideration that the Company could be required to repay.

Where continuing involvement takes the form of a written and/or purchased option on the
transferred asset, the extent of the Company’s continuing involvement is the amount of the
transferred asset that the Company may repurchase, except that in the case of a written put
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(i)

option on an asset measured at fair value, the extent of the Company’s continuing involvement
is limited to the lower of the fair value of the transferred asset and the option exercise price.

On derecognition of a financial asset in its entirety, the difference between the carrying amount
and the sum of (a) the consideration received (including any new asset obtained less any new
liability assumed) and (b) any cumulative gain or loss that has been recognised directly in equity
is recognised in the income statement.

Financial liabilities and equity instruments

Financial liabilities and equity instruments are classified according to the substance of the contractual
arrangements entered into and the definitions of a financial liability and an equity instrument under
IFRS. An equity instrument is any contract that evidences a residual interest in the assets of the
Company after deducting all of its liabilities. The accounting policies adopted for specific financial
liabilities and equity instruments are set out below.

A financial liability is derecognised when the obligation under the liability is discharged or cancelled
or expires.

Where an existing financial liability is replaced by another from the same lender on substantially different
terms, or the terms of an existing liability are substantially modified, such as exchange or modification is
treated as a derecognition of the original liability and the recognition of a new liability, and the difference
in the respective carrying amounts is recognised in the income statement.

Equity instruments

Equity instruments issued by the Company are recorded at the proceeds received, net of direct
issue costs.

Impairment of financial assets

U)

Financial assets

A financial asset is assessed at each reporting date to determine whether there is any objective
evidence that it is impaired. A financial asset is considered to be impaired if objective evidence
indicates that one or more events have had a negative effect on the estimated future cash flows of
that asset.

An impairment loss in respect of a financial asset measured at amortised cost is calculated as the
difference between its carrying amount, and present value of the estimated future cash flows
discounted at the original effective interest rate. An impairment loss in respect of an available-for-sale
financial asset is calculated by reference to its fair value.

Individually significant financial assets are tested for impairment on an individual basis. The remaining
financial assets are assessed collectively in groups that share similar credit risk characteristics.

An impairment loss is recognised in the income statement. Any cumulative loss in respect of an
available-for-sale financial asset recognised previously in equity is transferred to the income statement.

An impairment loss is reversed if the reversal can be related objectively to an event occurring after
the impairment loss was recognised. For financial assets measured at amortised cost and
available-for-sale financial assets that are debt securities, the reversal is recognised in the income
statement. For available-for-sale financial assets that are equity securities, the reversal is recognised
directly in equity.

Non-financial assets

The carrying amounts of the Company’s non-financial assets, other than deferred tax assets, are
reviewed at each reporting date to determine whether there is any indication of impairment. If any
such indication exists, then the asset’s recoverable amount is estimated. For assets that have
indefinite lives, the recoverable amount is estimated at each reporting date.
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The recoverable amount of an asset or cash-generating unit is the greater of its value in use and its
fair value less costs to sell. In assessing value in use, the estimated future cash flows are discounted
to their present value using a pre-tax discount rate that reflects current market assessments of the
time value of money and risk specific to the asset. For the purpose of impairment testing, assets are
grouped together into the smallest group of assets that generates cash inflows from continuing use
that are largely independent of the cash inflows of other assets or groups of assets (the
“cash-generating unit”). The goodwill acquired in a business combination, for the purpose of
impairment testing, is allocated to cash-generating units that are expected to benefit from the
synergies of the combination.

An impairment loss is recognised if the carrying amount of an asset or its cash-generating unit
exceeds its estimated recoverable amount. Impairment losses are recognised in the income
statement. Impairment losses recognised in respect of cash-generating units are allocated first to
reduce the carrying amount of any goodwill allocated to the units and then to reduce the carrying
amount of the other assets in the unit (or group of units) on a pro rata basis.

An impairment loss in respect of goodwill is not reversed. In respect of other assets, impairment
losses recognised in prior periods are assessed at each reporting date for any indications that the
loss has decreased or no longer exists. An impairment loss is reversed if there has been a change in
the estimates used to determine the recoverable amount. An impairment loss is reversed only to the
extent that the asset’s carrying amount does not exceed the carrying amount that have been
determined, net of depreciation or amortisation, if no impairment loss had been recognised.

Cash equivalents

For the purpose of the cash flow statement, cash equivalents represent short-term highly liquid
investments which are readily convertible into known amounts of cash and which are subject to an
insignificant risk of changes in value, net of bank overdrafts.

Impairment of non-financial assets

At each balance sheet date, the Company reviews internal and external sources of information to
determine whether the carrying amounts of its property, plant and equipment and intangible asset with
finite useful lives have suffered an impairment loss or impairment loss previously recognised no longer
exists or may be reduced. If any such indication exists, the recoverable amount of the asset is estimated,
based on the higher of its fair value less costs to sell and value in use. Where it is not possible to estimate
the recoverable amount of an individual asset, the Company estimates the recoverable amount of the
smallest group of assets that generates cash flows independently (i.e. a cash-generating unit).

If the recoverable amount of an asset or a cash-generating unit is estimated to be less than its carrying
amount, the carrying amount of the asset or cash-generating unit is reduced to its recoverable amount.
Impairment losses are recognised as an expense immediately.

A reversal of impairment losses is limited to the carrying amount of the asset or cash-generating unit that
would have been determined had no impairment loss been recognised in prior years. Reversal of
impairment losses is recognised as income immediately.

Related parties
A party is related to the Company if:

(@) directly, or indirectly through one or more intermediaries, the party controls, is controlled by, or is
under common control with, the Company; or has an interest in the Company that gives it significant
influence over the Company; or has joint control over the Company;

b) the party is an associate of the Company;

) the party is a joint venture in which the Company is a venturer;

d) the party is a member of the key management personnel of the Company or its parent;
)

the party is a close member of the family of any individual referred to in (a) or (d);
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@)

the party is an entity that is controlled, jointly controlled or significantly influenced by or for which
significant voting power in such entity resides with, directly or indirectly, any individual referred to in
(d) or (e); or;

the party is a post-employment benefit plan for the benefit of employees of the Company, or of any
entity that is a related party of the Company.

Critical accounting estimates and judgements
The Directors believe that there are no areas of uncertainty of estimation.

REVENUE
There was no revenue generated during the period under review.

TAXATION
HK$

Current taxation

— Current tax charge for the period -
Deferred taxation

— Current year (credit) -

Total tax charge _

SHARE CAPITAL
HK$

Authorised,
50,000,000 ordinary shares of US$0.001 each 387,500

Allotted, called up and fully paid:
Increase in share capital during the period — One ordinary share
of US$0.001 each —*

At balance sheet date -
*The increase in share capital was US$0.001, being one share of US$0.001 each.

As at the date of this report, the authorised and issued ordinary shares have been increased to
100,000,000 and 10,830,900, respectively, as set out in note 9.

RESULT PER SHARE - BASIC AND DILUTED

From continuing operations

HK$
Result for the period
Result for the purpose of basic result per share being net result attributable
to equity holders of parent -
Number of shares
Weighted average number of ordinary share for the purpose of basic result per share 1
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8.

SIGNIFICANT RELATED PARTY TRANSACTIONS

Significant transactions between the Company and its related parties during the period were as follow:
HK$

Amount owing from the shareholder -

Balance at 31 March 2010 -

*

*The amount owing from the shareholder was US$0.001, being the increase in share capital during the period.

No remuneration was paid to key management personnel for the period under review.

FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLICIES

The main areas of financial risks faced by the Company are foreign exchange risk, credit risk, liquidity
risk and fair values. The Company’s overall financial risk management objective is to ensure that the
Company enhances shareholders’ value. The Company establishes and operates within financial risk
management policies approved by the Board of Directors to ensure that adequate financial resources
are available for the development of the business whilst managing these risks. Financial risk
management is carried out through risk reviews, internal control systems and adherence to the
Company’s financial risk management policies.

(@)

Foreign exchange risk

The Directors consider that the Company is not significantly exposed to foreign exchange risk. The
Company currently does not have a foreign currency hedging policy.

Credit risk

The Company has no significant concentrations of credit risk. It has policies in place to ensure that
sales are only made to customers with an appropriate credit history.

Liquidity risk
The Company policy is to regularly monitor current and expected liquidity requirements to ensure that
it maintains sufficient reserves of cash to meet its liquidity requirements in the short and longer term.

Market risk

As the Company has no significant interest-bearing assets, its income and operating cash flows are
substantially independent of changes in mark