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IMPORTANT

If you are in any doubt about any content of this document, you should obtain independent professional advice.
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A copy of this prospectus, having attached thereto the documents specified in the paragraph headed “Documents Delivered to the Registrar of Companies
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CHARACTERISTICS OF GEM

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

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




EXPECTED TIMETABLE

(Notes 1 and 4)

Expected Price Determination Date (Note 2) . . . .. ... ... .. Monday, 7 October 2013

Announcement of the Placing Price and the indication of level of

interest in the Placing to be published on the GEM website

and the Company’s website at www.royalmedic.com on or before ... .. Thursday, 10 October 2013

Allotment or transfer of the Placing Shares to placees on or before . ... .. Thursday, 10 October 2013

Deposit of share certificates for the Placing Shares into CCASS

on or before (Note 3) . . .. ... . . . . . ... Thursday, 10 October 2013
Dealings in Shares on the GEM expected to commence at 9:00 a.m. on . . . .. Friday, 11 October 2013
Notes:

All times and dates refer to Hong Kong times and dates.

The Placing Price is expected to be determined on Monday, 7 October 2013 or such later date as may be agreed between the
Lead Manager (for itself and on behalf of the Underwriters) and the Company. If the Lead Manager (for itself and on behalf
of the Underwriters) and the Company are unable to reach any agreement on the Placing Price on or before Monday, 7
October 2013 or such later date as may be agreed between the Lead Manager (for itself and on behalf of the Underwriters)
and the Company, the Placing will not become unconditional and will lapse immediately.

The share certificates for the Placing Shares to be distributed via CCASS are expected to be deposited in CCASS on or
before Thursday, 10 October 2013 for credit to the relevant CCASS participants’ or CCASS investor participants’ stock
accounts designated by the Lead Manager (for itself and on behalf of the Underwriters), the placees or their respective
agents (as the case may be). No temporary documents or evidence of title will be issued by the Company. All share
certificates will only become valid certificates of title when the Placing has become unconditional in all respects and the
Underwriting Agreement has not been terminated in accordance with its terms prior to 8:00 a.m. (Hong Kong time) on the
Listing Date.

A separate announcement will be issued if there is any change to the above expected timetable.

For details of the structure of the Placing, including the conditions thereof, please refer to the

section headed “Structure and Conditions of the Placing” in this prospectus.
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SUMMARY

This summary aims to give you an overview of the information contained in this prospectus. As
this is a summary, it does not contain all of the information which may be important to you and is
qualified in its entirety by, and should be read in conjunction with, the full text of this prospectus.
You should read the whole prospectus including the appendices hereto, which constitute an integral
part of this prospectus, before you decide to invest in the Placing Shares.

There are risks associated with any investment. Some of the particular risks in investing in the
Placing Shares are summarised in the section headed “Risk Factors” in this prospectus. You should
read that section carefully before you decide to invest in the Placing Shares.

OVERVIEW

The Group is principally engaged in the business of formulation, marketing, sales and distribution
of health supplements and beauty supplements and products mainly in Hong Kong. The Group’s
products are sold under its proprietary brands and private label brands specifically developed for and
owned by a renowned retail chain of health and beauty products in Hong Kong and Macau (the
“Distribution Facilitator”). The Group outsources most of its production to its suppliers and
subcontracting manufacturers and the Group distributes its products mainly through the Distribution
Facilitator. The Group also operates two Chinese medicine clinics to provide traditional Chinese
medicine treatments, services and retailing of health supplements to the general public consumers.

According to the Ipsos Report, the Group ranked third as a Proprietary Chinese Medicine
(“PCM”) health supplements provider in Hong Kong in 2012, with a market share of 10.4% in terms of
retail sales value. The size of the PCM health supplements market was approximately HK$702 million
in Hong Kong in 2012, which is a subset of the overall health supplement market. The Group’s PCM
health supplements represented approximately 1.9% market share in terms of retail sales value within the
overall health supplements market size of approximately HK$3,806 million in Hong Kong in 2012.

PRODUCTS

The Group has two segments of products: (i) health supplements, collectively known as nutritional
and herbal supplements, refer to any instant of an orally consumed health product aim to supplement the
diet and improve inner health/immune system, including bones, eyes, heart, liver, etc. (irrespective of
their packaging or form); and (ii) beauty supplements and products, which primarily consist of (1)
preparations aim to improve body shape/outward appearance; and (2) nutrients which aim to improve
skin conditions, such as collagen, antiradicals and coenzymes of which the main functions include skin
whitening, anti-oxidation, anti-aging and anti-wrinkle. Under the Group’s health supplements segment,
its products are further divided into two categories: PCM health supplements and non-PCM health
supplements. As at the Latest Practicable Date, the Group sold and distributed 22 health supplements
under the Group’s proprietary brands including “ff2£% (Royal Medic) and Herballand and also sold
to and distributed through the Distribution Facilitator 36 health supplements under the Distribution
Facilitator’s private label brands, namely, ‘“Health Proof” and “Kiwi Lab”. In addition, the Group sold
and distributed 8 beauty supplements and products under its proprietary brands such as “ffl 4&%>
(Royal Medic) and “La Gusto”, and sold to and distributed through the Distribution Facilitator 8 beauty
supplements under the private labels, “Kiwi Lab” and “Health Proof”, as at the Latest Practicable Date.
The Group’s top 5 best-selling products for the year ended 31 March 2013 were Royal Medic No. 1
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Chinese CS-4 (fHl 4% 4 1% 3 £k 7 [ 44 B2 CS-4) (“Royal Medic CS-47), La Gusto Slim Coffee (%1 @45
JEREEAEMIEE), Kiwi Lab Magic Mix (77 37 % 47 iD9%), Royal Medic Liver Guard (ffl 2% 5 I fi) and
Royal Medic Broken Ganoderma Spore (fil 8% % i B% 5% 2 4 ) (“RM Broken Ganoderma Spore”).

Royal Medic CS-4 is the best-selling product under the Group’s proprietary brand, *fHl%&%4 >
(Royal Medic). According to the reports issued by an independent global marketing research firm, Royal
Medic CS-4 ranked first in terms of sales value in the Cordyceps market in Hong Kong for five
consecutive years ended August 2013. Royal Medic CS-4 is a PCM health supplement comprises solely
Chinese herbal medicine ingredients. It is a Cordyceps product, which through the Double-blinded
Preliminary Clinical Trial (% 5 %] ifi /K Hi{) study conducted by the Institute for the Advancement of
Chinese Medicine (IACM) Ltd (“IACM”) in 2008, among other benefits, proven to be 82% effective in
improving insomnia condition. In addition, Royal Medic CS-4 has been awarded and qualified in “A-
Mark Quality Chinese Medicine Authentication Certificate” by Hong Kong Chinese Medicine
Authentication Centre.

Another one of the top selling products of the Group, RM Broken Ganoderma Spore, has also been
awarded and qualified in “A-Mark Quality Chinese Medicine Authentication Certificate” by Hong Kong
Chinese Medicine Authentication Centre in 2013. In addition, the Group engaged IACM to conduct a
preliminary clinical trial on RM Broken Ganoderma Spore. The preliminary clinical trial concluded that
RM Broken Ganoderma Spore may assist in stabilising blood lipids, blood glucose and cholesterol.
Please refer to the paragraphs headed “Collaboration with external research partners” under the sub-
section “Product Development and Research™ in the “Business” section in this prospectus for further
details relating to the preliminary clinical trials. Please also refer to the paragraph headed “Disclaimer”
under the sub-section “The Group’s Products and Services” in the “Business” section in this prospectus.

The Group believes that its “ffl#%” (Royal Medic) brand has become a household name of
health supplements in Hong Kong.

The Distribution Facilitator is acting as the major distributor of the Group during the Track Record
Period. The five largest suppliers of the Group during the Track Record Period are based in New
Zealand, Malaysia and Hong Kong. They supply semi-finished products, packaging materials and bottles
as well as provide encapsulation, bottling and quality inspection services to the Group.

THE GROUP’S BUSINESS MODEL
Sales and Distribution

The Directors believe that the Group’s business model of promoting health supplements and beauty
supplements and products addresses the needs of different consumer groups through effective sales and
marketing strategies and activities led by the Group’s experienced sales and marketing teams. The Group
engaged the Distribution Facilitator to take advantage of its extensive retail network as the Group’s
major sales channel for its products in Hong Kong. This strategy is effective in achieving high market
penetration of its products to the relevant market segments and has played a significant role in the
Group’s success.

The Group sells and distributes its products mainly through the following channels: (i) on the
shelves at the stores of the Distribution Facilitator (the “Shelved Products™); (ii) at the special
designated counters (“SDCs”) located at the stores of the Distribution Facilitator (the “Counter
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Products™); (iii) at the Hong Kong Brands and Products Expo; (iv) by direct sales via the Group’s
membership club, namely, the Wisdom Club; (v) at the Royal Medic Chinese Medicine Clinics; and (vi)
to other customers' for some of the Group’s health supplements and beauty supplements and products.

The majority of the Group’s products are distributed as the Shelved Products in the stores of the
Distribution Facilitator to the general public consumers. The Distribution Facilitator is the principal
high-street distribution channel of the Group’s proprietary brands products, as well as the Distribution
Facilitator’s private label products. As at the Latest Practicable Date, the Group has also set up 27 SDCs
in the Distribution Facilitator’s stores in Hong Kong to promote and sell the Counter Products and
employed 77 sales promoters to station at selected stores of the Distribution Facilitator in Hong Kong,
including each of the stores with an SDC.

Relationship with the Distribution Facilitator

The Distribution Facilitator is one of the largest retail chains of health and beauty products in
Hong Kong. The Distribution Facilitator is indirectly owned by one of the leading pan-Asia retailers
with approximately 5,600 retail outlets in Asia, including Hong Kong, mainland China, Macau and
Southeast Asia.

The Group’s business relationship with the Distribution Facilitator has been established since 2005,
at which time, the Group entered into a trading terms agreement with the owner of the Distribution
Facilitator (the “Trading Terms Agreement”). The Trading Terms Agreement will continue to be in
force until it is superseded or amended by subsequent agreement confirmed in writing by the owner of
the Distribution Facilitator. To date, the Trading Terms Agreement remains in force. Since the execution
of the Trading Terms Agreement, the Group commenced selling its products through the network of the
Distribution Facilitator’s stores in Hong Kong. While there is no binding obligation to use the
Distribution Facilitator as the Group’s exclusive distributor to distribute the Group’s proprietary brands
products under the Trading Terms Agreement, the Group decides to distribute its proprietary brands
products mainly through the Distribution Facilitator. Leveraging on the Distribution Facilitator’s
extensive retail network with approximately 355 stores in Hong Kong and approximately 15 stores in
Macau, the Group is able to target its products at different consumer groups located in all districts in
Hong Kong.

The Group has also collaborated with the Distribution Facilitator to develop private label products
for the Distribution Facilitator. The Group entered into two private label products agreements with the
owner of the Distribution Facilitator in 2010 and 2011, respectively, pursuant to which the Group has
developed and supplied health supplements and beauty supplements and products under the private label
brands of “Kiwi Lab” and “Health Proof™.

The Distribution Facilitator provides a platform for the Group to sell its products to the general
public consumers. A significant portion of the Group’s revenue is attributable to the sales of the Group’s
products through the Distribution Facilitator to the general public consumers.

Other customers of the Group are (i) convenient stores; (ii) Chinese medicine practitioners; and (iii) beauty salons. The
Group provides its proprietary brands health supplements and beauty supplements to these customers. The Group offers
credit terms of up to 120 days.
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For the year ended For the year ended
31 March 2012 31 March 2013
Revenue % of Total Revenue % of Total
HK$’000 Revenue HK$’000 Revenue
Sold through Distribution Facilitator’s'

Shelves 123,286 77.6% 116,957 71.4%
SDCs 24,751 15.6% 35,140 21.5%
Others 10,756 6.8% 11,670 7.1%
158,793 100.0% 163,767 100.0%

The Distribution Facilitator has the right to return any unsold stock of products to the Group. For
the two years ended 31 March 2013, the Distribution Facilitator returned products of approximately
HK$2.7 million and HK$1.0 million, respectively, which represented 1.7% and 0.6% of the total
revenue of the Group for the corresponding year. Please refer to the paragraph headed “Sales and
Distribution” under the section headed “Business” in this prospectus for details.

Reliance on the Distribution Facilitator carries certain risks. If the Group’s relationship with the
Distribution Facilitator is adversely affected for whatever reason resulting in the Distribution Facilitator
restricting the sale of the Group’s products in the Distribution Facilitator’s stores, or ceasing to sell the
Group’s products altogether, the Group will need to source other channels, which may not have the same
extensive network as the Distribution Facilitator, to sell its products to the general public consumers.

The Group has no control over the business plan or strategy of the Distribution Facilitator,
including its expansion or downsizing plans, its store coverage and its customer retention plans. If the
Distribution Facilitator does not continue to expand its stores, the expansion of the Group’s sales may be
affected. In addition, if the Distribution Facilitator’s trading conditions deteriorate such that it downsizes
its stores or cuts down its marketing and promotion plans, the sales of the Group’s products may be
adversely affected. In the worst case scenario, if the business of the Distribution Facilitator fails, the
Group will lose substantially all its sales channels and will need to source other channels to sell its
products to the general public consumers. Please refer to the section headed “Risk Factors” in this
prospectus for details.

The business relationship between the Group and the Distribution Facilitator has so far sustained
for 8 years and is continuing. As long as the general public consumers continue to purchase the Group’s
products from the Distribution Facilitator, the Directors consider that there is no compelling reason for
the Distribution Facilitator to end such business relationship and stop distributing the Group’s products
to the general public consumers. Furthermore, the Group’s relationship with the Distribution Facilitator
appears to be in very good terms given that the Group is managing and supplying private label products
for the Distribution Facilitator. The Group is confident that given the outstanding quality of the Group’s
products as recognised by the general public consumers, the skilful team of promoters and the Group’s
reputation and track record as a supplier to the Distribution Facilitator, the Group would be able to
establish alternative channels to sell its products where necessary.

! In addition to the figure above, the revenue attributable to the Group’s products sold through an associate of the Distribution

Facilitator amounted to approximately HK$226,000 during the Track Record Period, under the same Trading Terms
Agreement.
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Marketing and Production

The Group believes that strong brand awareness, recognition and reputation are essential to the
Group’s success. Accordingly, the Group places great emphasis and efforts in marketing and promoting
its brands and products. The Group’s marketing team consists of 14 staff and is responsible for the
design and promotion of both the Group’s proprietary brands and the Distribution Facilitator’s private
label brands and products, as well as the formulation of marketing strategies. The Group is in full
control of marketing campaigns, including selection of products to be advertised, selection of media,
pricing, and promotion timing.

The Group has adopted a multi-faceted marketing strategy to market and promote its brands and
products. The Group implements its branding and marketing strategies through various media channels,
such as television commercials, printed media, digital media, outdoor advertising, in-store promotion,
the Wisdom Club and product road shows. In addition, the Group has engaged a number of famous
artistes, such as Ms. Michelle Yim Wai Ling CKZ5) and Mr. Michael Miu Kiu Wai (7 &%), as the
Group’s brand ambassadors to promote and enhance the public image of the Group’s brands and
products.

The Group believes that this effective advertising and promotion strategy has a positive and long-
lasting effect on the public and is able to further reinforce the Group’s brands image and recognition
among the general public consumers. The Group also believes that the success of its best-selling
product, Royal Medic CS-4, is attributable to, among other things, its successful marketing and
promotion strategy, which includes intensive media and outdoor advertising and regular promotion
activities carried out with the Distribution Facilitator.

PRODUCT DEVELOPMENT AND RESEARCH

The ability to develop and introduce new products, which meets the ever-changing market demand,
is of paramount importance to the success of the Group’s future business growth. The Group follows a
market orientated new product development strategy.

The Group has set up a product development committee, which comprises the chief executive
officer and the Group’s executives covering the functions of finance, sales, marketing, licensing,
formulation, raw material sourcing, packaging and regulatory compliance. The Group usually launches
its new products based on (i) its own formulation (lead time to launch is approximately 3 to 4 months);
(i1) its suppliers’ formulation with the Group’s modification (lead time to launch is approximately 3
months); and (iii) its suppliers’ formulation (lead time to launch is approximately 1 month). However,
the aforesaid estimated lead time does not include time for registration of product, if necessary. If a new
product is required to be registered under the Chinese Medicine Ordinance, the lead time to launch will
be extended. As at the Latest Practicable Date, the Group has launched approximately 100 products
based on the aforesaid methods since the Group was founded in 2002. Majority of the Group’s products
were developed either through the supplier’s formulation with the Group’s modification or the suppliers’
existing formulation.

In addition, the Group collaborates with research institutions and universities to study and develop
new products as well as carry out quality tests and preliminary clinical trials on two of the top selling
products of the Group.
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PRODUCTION

The Group outsources most of the production of its health supplements and beauty supplements
and products to its selected suppliers and subcontracting manufacturers. The Group’s suppliers supply
raw materials (in the forms of powder/semi-finished products) and packaging materials to the Group,
whereas the Group’s subcontracting manufacturers principally carry out encapsulation and/or bottling
work for the Group. The Group also operates two bottling production lines at its headquarters in Hong
Kong for certain semi-finished products. The two bottling lines have a production capacity of
approximately 3,000 to 4,000 bottles per day. In addition, the Group carries out almost all the packaging
and labeling in-house with a capacity of between approximately 3,000 and 6,000 boxes per day
depending on the complexity of the packaging.

The Group procures raw materials and packaging materials from its suppliers. Raw materials are in
powder form and semi-finished products, which are in the forms of capsules, tablets, caplets, sachets or
syringes containing the ingredients. The Group’s suppliers deliver these items (except for certain semi-
finished products) to the subcontracting manufacturers for encapsulation and bottling.

Generally, the Group’s production process can be divided into two main categories, depending on
the form of the raw materials. The production process for raw materials in powder form is different from
that of semi-finished products. The detailed production processes are set out in the paragraphs headed
“Production” under the “Business” section in this prospectus.

INDUSTRY AND COMPETITION LANDSCAPE

According to the Ipsos Report, the Group’s brand “fflZ£%> (Royal Medic) ranked third in terms
of sales value amongst all PCM health supplements sold in Hong Kong in 2012. The competition among
existing market players is intense in terms of product quality, brand recognition, pricing, marketing and
advertising. The Group’s key competitors consist of local and foreign health supplements and beauty
supplements and products manufacturers, distributors and retailers. The Group believes that the
recognition of its brand “fHl# % (Royal Medic) by the general public consumers and its extensive
sales network mainly through the Distribution Facilitator are keys to its success and distinguish it from
its competitors. Please refer to the “Industry Overview” section and the paragraph headed
“Competition” in the “Business” section in this prospectus for further details.

THE GROUP’S COMPETITIVE STRENGTHS
The Group believes that its principal competitive strengths include the following:

° Strong position to capture the growing health supplements and beauty supplements and
products markets in Hong Kong;

° Market-oriented product development strategy and ability to respond swiftly to market trends
and demands;

° Strategic brand positioning and strong brand recognition;
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° Direct promotion of the Group’s products to the general public consumers; and
° Experienced and dedicated management team.

Please refer to the paragraph headed “Competitive Strengths” in the “Business” section of this
prospectus for further details.

HIGHLIGHT OF HISTORICAL FINANCIAL INFORMATION

The tables below present a summary of financial information for the year indicated and should be
read in conjunction with the financial information in Appendix I in this prospectus.

Highlight of consolidated statements of comprehensive income

For the year ended 31 March
2012 2013
% of total % of total
HKS$’000 revenue HK$’000 revenue

Revenue 158,793 100.0% 163,767 100.0%
Gross profit 126,344 79.6% 129,010 78.8%
Profit from operations 52,725 33.2% 46,594 28.6%
Profit and total comprehensive income

attributable to owners of the Company 43,032 27.1% 39,264 24.0%

Please refer to the section headed “Financial Information — Principal statements of comprehensive
income — Gross profit and gross profit margin” for segmental breakdown of the gross profit margin.

Highlight of consolidated statements of financial position

As at 31 March

2012 2013
HK$°000 HK$°000
Total non-current assets 16,303 16,868
Total current assets 73,225 66,061
Total current liabilities 50,158 44,307
Net current assets 23,067 21,754
Total non-current liabilities 83 71
Net assets 39,287 38,551
Key ratios
Gearing ratio 10.6% 9.2%
Current ratio 1.5 1.5
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The net cash generated from operating activities during the track record period amounted to
approximately HK$47,488,000 and approximately HK$911,000 for the two years ended 31 March 2013.
The substantial difference was mainly due to the payment of taxes in respect of years of assessment
2009/2010 (approximately HK$2.9 million), 2010/2011 (approximately HK$8.7 million), 2011/2012
(approximately HKS$9.5 million) and provisional tax for the year of assessment 2012/2013
(approximately HK$7.2 million) and the adjusted net working capital outflow of approximately
HK$18.3 million.

BUSINESS OBJECTIVES

The Group intends to further strengthen the brand recognition of its products among general public
consumers and reinforce the Group’s strong market position in the health supplements and beauty
supplements and products markets in Hong Kong. The Group also aims to further expand its business
operations both in Hong Kong and overseas. The Group will endeavour to achieve its objectives by
implementing the following strategies:

° to expand the Group’s distribution network by increasing the number of SDCs;

° to further strengthen the Group’s portfolio by collaborating with the CUCAMed Company
Limited (F1 K & 258 B A BR A7) to develop products; and

° to further enhance the Group’s marketing and promotion activities locally and overseas.
USE OF PROCEEDS

The Directors believe that the listing of the Group’s Shares on GEM could enhance its profile,
while the net proceeds from the Placing will strengthen the Group’s financial position and allow the
Group to implement and execute its business plan as set out in the paragraph headed “Implementation
Plan” under the section headed “Future Plans and Use of Proceeds™ in this prospectus. The Directors
also believe that a public listing status on GEM will increase the public awareness of the Group and its
brands and products as well as offer the Group access to the capital market for future business
development and strengthen its competitiveness.

Based on the Placing Price of HK$0.92 per Share, being the mid-point of the indicative Placing
Price range of HK$0.76 to HK$1.07 per Placing Share, the total net proceeds raised from the Placing
after deduction of listing related expenses are estimated to be approximately HK$100 million. Pursuant
to Hong Kong Accounting Standard 32, the listing related expenses of approximately HK$9.1 million
being principally professional fees and printing costs of the prospectus are accounted for as a deduction
from equity to the extent that they are incremental costs directly attributable to equity transaction in
relation to the issuing of new shares for listing. All other listing related expenses are recognised in the
profit and loss of the respective year during the Track Record Period for the year ending 31 March
2014. For details of the listing related expenses, please refer to the paragraph headed “Administrative
expenses” under “Financial Information™ section in this prospectus. The net proceeds from the Placing
are intended to be used as follows:

° approximately HK$5 million, representing approximately 5.0% of the net proceeds from the
Placing, will be used to increase the number of SDCs;
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° approximately HK$40 million, representing approximately 40.0% of the net proceeds from
the Placing, will be used to fund the Group’s cooperation with a university;

° approximately HK$35 million, representing approximately 35.0% of the net proceeds from
the Placing, will be used in marketing activities to promote the Group’s “Royal Medic”
brand in overseas markets;

° approximately HK$11 million, representing approximately 11.0% of the net proceeds from
the Placing, will be used in marketing activities to promote the Group’s brands in Hong
Kong; and

° the remaining balance of approximately HK$9 million, representing approximately 9.0% of
the net proceeds from the Placing, will be used for general working capital and general
corporate purposes.

In the event that any part of the Group’s future plans does not materialise or proceed as planned,
the Directors will carefully evaluate the situation and may reallocate the intended funding to other future
plans and/or to new projects of the Group and/or to hold the proceeds on short-term interest bearing
deposits with licenced banks and/or financial institutions in Hong Kong so long as the Directors
consider it to be in the best interests of the Company and the Shareholders taken as a whole.

According to current estimates, the Group expects that the net proceeds from the Placing, which
are approximately HK$100 million will be sufficient to finance the implementation of the Company’s
future plans up to 31 March 2015. In the event that the net proceeds from the Placing are insufficient to
finance the capital expenditure as mentioned above, the shortfall will be financed by the internal
resources of the Group.

If the final Placing Price is set at the highest or lowest point of the indicative Placing Price range,
the net proceeds of the Placing will increase or decrease by approximately HK$19.7 million,
respectively. In such event, the net proceeds from the Placing will be used in the same proportions as
disclosed above irrespective of whether the Placing Price is determined at the highest or lowest point of
the indicative Placing Price range.

Please refer to the “Future Plans and Use of Proceeds” section in this prospectus for further
details.

DIVIDEND AND DIVIDEND POLICY

The Group has declared dividends of approximately HK$31.0 million and HK$40.0 million to the
shareholders of the companies now comprising the Group, for the two years ended 31 March 2013.
Other than such dividends, the Group has not made any other dividend distribution to the shareholders
during the Track Record Period. The historical dividend distribution is not an indication and may not be
used as a reference or basis to determine the level of future dividend distribution that the Company may
declare in the future.



SUMMARY

The payment and amount of any future dividend will be at the discretion of the Board after taking
into account the financial and business conditions, earnings, capital requirements and availability, future
prospects, contractual reasons, applicable laws and other relevant factors as it may deem relevant at such
time. The Shareholders at general meeting can approve any declaration of dividends, which may not
exceed the amount recommended by the Board. As these factors and the payment of dividends is at the
discretion of the Board, which reserves the right to change its plan on the payment of dividends, there
can be no assurance that any particular dividend amount, or any dividend at all, will be declared and
paid in the future. In addition, the Company may from time to time to declare the quarterly and/or
interim dividends as appear to the Board to be justified by the profits of the Group.

Subject to the factors described above, the Board currently intends to recommend at the relevant
shareholders meetings an annual dividend of not less than 40% of the Group’s net profit available for
distribution to the Shareholders in the foreseeable future.

RECENT DEVELOPMENTS

As far as the Directors are aware, there have been no material changes in the general economic and
market conditions in Hong Kong or Taiwan or the industry in which the Group operates that have
materially and adversely affected the Group’s business operations or financial condition since 31 March
2013 up to the Latest Practicable Date.

Based on the Group’s management accounts for the five months ended 31 August 2013, the
Group’s unaudited total revenue and gross profit were approximately HK$64.6 million and HK$49.5
million, respectively, representing increase of 1.44% and 1.52% compared to the same period in 2012.
The total revenue and gross profit remained stable for the 5 months ended 31 August 2012 and 2013.
The Group’s cash and cash equivalents decreased by HK$13.9 million, or 63.5%, from approximately
HK$21.9 million as at 31 August 2012 to HK$8.0 million as at 31 August 2013. The decrease in cash
and cash equivalents was primarily due to the net effect of (i) cash generated from operating activities;
(ii) tax payments of approximately HK$10.4 million; and (iii) repayment of amounts due to related
parties of approximately HK$26.0 million. The Group’s gross profit margin remained relatively stable
subsequent to the Track Record Period up to the Latest Practicable Date.

The Group expects its total Listing-related Expenses (excluding underwriting commission), which
are non-recurring in nature, to amount to approximately HK$22.7 million, out of which the Group has
incurred and recognised approximately HK$7.8 million during the Track Record Period. The Group
expects to incur and recognise an additional amount of approximately HK$14.9 million for the year
ending 31 March 2014, of which approximately HK$3.4 million has been accounted for in the 5 months
ended 31 August 2013.

The Directors confirm that there have been no material adverse changes in the financial or trading
position, indebtedness or prospects of the Group since 31 March 2013, being the last date of the Group’s
latest audited financial results as set out in the Accountants’ Report in Appendix I, up to the date of the
Prospectus.
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PLACING STATISTICS

Based on Placing Based on Placing
Price of HK$0.76 Price of HK$1.07

Market Capitalisation HK$391.4 million HK$551.0 million
Unaudited pro forma adjusted combined
net tangible asset per Share HK$0.23 HK$0.31

LITIGATION AND COMPLIANCE

For the period from 6 August 2010 to 17 January 2013, which is the date of last warning letter, the
Group had received a total of 43 warning letters from the Department of Health of the Government of
Hong Kong (“Department of Health”) notifying the Group that certain advertisements and packaging
of the Group’s products might contravene sections 3 and/or 3B of the Undesirable Medical
Advertisements Ordinance (Chapter 231, the Laws of Hong Kong) (“UMAQO”) due to certain restricted
words being used in the advertisements and on the packaging of the Group’s products. The Group has
received summonses in relation to some of the aforesaid non-compliances and has been fined
accordingly. The suggestions of the Department of Health relating to the wording on advertisements and
packaging had been complied with by the Group subsequently.

Whenever a product is offered for sale that is claimed to have “medicinal effects”, it may be
classified as a pharmaceutical product and medicine (“PP/M”). PP/M products are required to be
registered with the Department of Health and are subject to various legislation in relation to
pharmaceutical products and medicine in Hong Kong. None of the Group’s products was registered with
the Department of Health as a pharmaceutical product at the Latest Practicable Date. However, some of
the wordings on the historical packaging, labels and/or inserts of the Group’s products might amount to
claims of having “medicinal effects”. As advised by the Hong Kong Legal Counsel, in relation to these
historical packaging, labels and/or inserts, in theory the Department of Health can press charges under
the Pharmacy and Poisons Ordinance (Chapter 138, the Laws of Hong Kong) (the “Pharmacy and
Poisons Ordinance”), the Pharmacy and Poisons Regulations (Chapter 138A, the Laws of Hong Kong)
(the “Pharmacy and Poisons Regulations”) and the UMAO. The Group has subsequently revised the
packaging, labels and/or inserts of the products concerned and the Hong Kong Legal Counsel is of the
view that, upon changing the wordings on the packaging, labels and/or inserts of the relevant products
as advised, the Group’s products are unlikely to be regarded as PP/M within the Pharmacy and Poisons
Ordinance and therefore are unlikely be subject to the Pharmacy and Poisons Ordinance and Pharmacy
and Poisons Regulations.

For further details, please refer to the paragraph headed “Litigation and Compliance” in the
“Business” section in this prospectus.
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RISK FACTORS

The section headed “Risk Factors” in this prospectus describes events, uncertainties and
circumstances that may create or enhance risks to the Group’s business, financial condition or results of
operations. The relatively material risks are as follows: (i) the Group’s business depends significantly on
the strength of its brands and reputation. The Group’s failure to develop, maintain and enhance its
brands and reputation may materially and adversely affect the level of market recognition of, and trust,
in its products; and (ii) the Group sells its products to the general public consumers mainly through the
Distribution Facilitator, and failure to maintain the relationship with the Distribution Facilitator or
otherwise expand the Group’s distribution network may materially and adversely affect its business. For
further details, please refer to the “Risk Factors™ section in this prospectus.

— 12 —



DEFINITIONS

Unless the context otherwise requires, the following expressions have the following meanings in

this prospectus.

“A.S. Wat HK”

“A.S. Wat International”

“Able Island”

“Accountants’ Report™

“A-Mark Scheme”

“Apex Bloom™

“Apex Consultant”

A.S. Wat Hong Kong Limited (previously known as Tianren
Pharmaceutical (Hong Kong) Limited K1~ #&3E(F i) BRA ],
Tianren (Hong Kong) Company Limited KA-(F#)H RA A
and, World Communication Technology Limited % 5 £ 47 f7 B2
A]), a limited liability company incorporated under the
Companies Ordinance with an authorised share capital of
HK$10,000.00 divided into 10,000 shares of HK$1.00 each and
indirectly wholly owned by Mr. Chan, one of the Controlling
Shareholders and an executive Director

A.S. Wat International Limited (previously known as Tianren
Pharmaceutical (International) Limited K1{=#23 (B0 A R A #),
a limited liability company incorporated in Hong Kong on 15
November 2002 under the Companies Ordinance with an
authorised share capital of HK$10,000.00 divided into 10,000
shares of HK$1.00 each and indirectly wholly owned by Mr.
Chan, one of the Controlling Shareholders and an executive
Director

Able Island Group Limited, a limited liability company
incorporated in BVI on 13 August 2003 under the laws of BVI
with an authorised share capital of US$50,000.00 divided into
50,000 shares of US$1.00 each and wholly owned by Mr. Chan,
one of the Controlling Shareholders and an executive Director

the accountants’ report on the Company set out in Appendix I to
this prospectus

the A-Mark Quality Chinese Medicine Authentication Scheme
established by Hong Kong Chinese Medicine Authentication
Centre

Apex Bloom Holdings Limited (VEEEFERABRZATF]), a limited
liability company incorporated under the laws of BVI on 16
November 2011 which is authorised to issue a maximum of
50,000 shares with a par value of US$1.00 each and an indirect
wholly-owned subsidiary of the Company

Apex Consultant Company Limited (/& %I A R A
(previously known as Starwave Holdings Limited A e 4 [#] A R
/1)), a limited liability company incorporated in Hong Kong on
26 March 2003 under the Companies Ordinance with an
authorised share capital of HK$10,000.00 divided into 10,000
shares of HK$1.00 each and an indirect wholly-owned subsidiary
of the Company
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“Apex Process”

“Apex Prospection”

“Articles” or “Articles of
Association”

“associate(s)”
“Board” or “Board of Directors”

“Business Day”

‘6BVI”
“CAGR”

“Capitalisation Issue”

“CCASS”

“CCASS Clearing Participant”

“CCASS Custodian Participant”

“CCASS Investor Participant”

Apex Process Holdings Limited (CefllE#ZEMA R F]), a limited
liability company incorporated under the laws of BVI on 11
November 2011 with limited liability which is authorised to issue
a maximum of 50,000 shares with a par value of US$1.00 each
and an indirect wholly-owned subsidiary of the Company

Apex Prospection Limited, a limited liability company
incorporated under the laws of BVI on 3 April 2012 with limited
liability which is authorised to issue a maximum of 50,000 shares
with a par value of US$1.00 each and an indirect wholly-owned
subsidiary of the Company

the articles of association of the Company conditionally adopted
on 24 September 2013, a summary of which is set out in
Appendix IV to this prospectus

has the meaning ascribed to it under the GEM Listing Rules
the board of Directors

a day (other than a Saturday, Sunday or public holiday) in Hong
Kong on which banks in Hong Kong are normally open for
business

the British Virgin Islands
compound annual growth rate

the issue of Shares to be made upon capitalisation of certain sums
standing to the credit of the share premium account of the
Company as referred to in the paragraph headed ‘“Written
resolutions of the sole Shareholder” in Appendix V to this
prospectus

the Central Clearing and Settlement System established and
operated by HKSCC

a person admitted to participate in CCASS as a direct clearing
participant or general clearing participant

a person admitted to participate in CCASS as a custodian
participant

a person admitted to participate in CCASS as an investor
participant who may be an individual or joint individuals or a
corporation
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“CCASS Participant”

“Chinese Medicine Ordinance”

“CM Legend”

“Companies Law”

“Companies Ordinance”

“Company”’

“Controlling Shareholder(s)”

“Counter Products”

“Creation Chance”

“Department of Health”
“Director(s)”

“Distribution Facilitator”

a CCASS Clearing Participant, CCASS Custodian Participant or a
CCASS Investor Participant

the Chinese Medicine Ordinance (Chapter 549, the Laws of Hong
Kong), as amended and supplemented or otherwise modified from
time to time

CM LEGEND Company Limited (/37 H K H 8 {H5 H R A 7)), a
limited liability company incorporated in Hong Kong on 17
September 2013 under the Companies Ordinance with an
authorized share capital of HK$10,000.00 divided into 10,000
shares of HK$1.00 each and an indirect wholly-owned subsidiary
of the Company

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

the Companies Ordinance (Chapter 32, the Laws of Hong Kong),
as amended and supplemented or otherwise modified from time to
time

RM Group Holdings Limited (fflZ&% £ EZER AR AA), a
company incorporated in the Cayman Islands on 5 December
2011 as an exempted company with limited liability

has the meaning ascribed to it under the GEM Listing Rules and,
in the context of this prospectus, means the controlling
shareholders of the Company, namely Able Island and Mr. Chan

products display at the SDCs located at the stores of the
Distribution Facilitator

Creation Chance Limited (KHIAFRAF]), a limited liability
company incorporated in Hong Kong on 5 March 2004 under the
Companies Ordinance with an authorised share capital of
HK$10,000.00 divided into 10,000 shares of HK$1.00 each and
an indirect wholly-owned subsidiary of the Company

the Department of Health of the Government of Hong Kong
the director(s) of the Company

a renowned retail chain of health and beauty products in Hong
Kong, mainland China and Macau indirectly owned by one of the
leading pan-Asian retailers with approximately 5,600 retail outlets
in Asia
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“Eastern Bright”

“Floral Princess”

“Fortunate Time”

113 GEM ”

“GEM Listing Rules”

“GEM Website”

“Groupn

“Health Proof International”

“Health Proof SDCs”

“Herballand Bio-Chemical”

Eastern Bright (Asia) Limited CRIE(EEINARZAFE]), a limited
liability company incorporated in Hong Kong on 3 March 2010
under the Companies Ordinance with an authorised share capital
of HK$10,000.00 divided into 10,000 shares of HK$1.00 each
and an indirect wholly-owned subsidiary of the Company

Floral Princess Assets Limited, a limited liability company
incorporated under the laws of BVI on 6 September 2012 with
limited liability which is authorised to issue a maximum of
50,000 shares with a par value of US$1.00 each and an indirect
wholly-owned subsidiary of the Company

Fortunate Time Limited (L4 PR/ F]), a company incorporated
under the laws of BVI on 25 October 2011 with limited liability
which is authorised to issue a maximum of 50,000 shares with a
par value of US$1.00 each and an indirect wholly-owned
subsidiary of the Company

the Growth Enterprise Market operated by the Stock Exchange

the Rules Governing the Listing of Securities on GEM as
amended, supplemented or otherwise modified from time to time

the internet website at www.hkgem.com operated by the Stock
Exchange for the purposes of GEM

the Company and its subsidiaries, or where the context so
requires in respect of the period prior to the Company becoming
the holding company of its present subsidiaries, such subsidiaries
or the business which have since been acquired or carried on by
them for the time being

Health Proof International Company Limited (5% 8 54 R
A]), a limited liability company incorporated in Hong Kong on 7
June 2011 under the Companies Ordinance with an authorised
share capital of HK$10,000.00 divided into 10,000 shares of
HK$1.00 each and an indirect wholly-owned subsidiary of the
Company

the SDCs set up mainly for purpose of promoting and selling the
Distribution Facilitator’s private label, “Health Proof”, products

Herballand Bio-Chemical (New Zealand) Inc. (formerly known as
Slim Body Inc.), a limited liability company incorporated in BVI
on 19 October 2004 under the laws of BVI with an authorised
share capital of US$50,000.00 divided into 50,000 shares of
US$1.00 each and an indirect wholly-owned subsidiary of the
Company
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“HK” or “Hong Kong”
“HK$” or “HK dollars”
“HKAS”

“HK Ever Spring”

“HKFRSs”

“HKSCC”

“Hong Kong Legal Counsel”

“Honten Limited”

“IACM”

“Independent Third Party(ies)”

“IPSOS”

“Ipsos Report”

“Joint Lead Underwriter”

the Hong Kong Special Administrative Region of the PRC
Hong Kong dollars, the lawful currency of Hong Kong
Hong Kong Accounting Standard

Hong Kong Ever Spring Medicine Factory Limited (75U RF%&
RIZERE A PR/~ 7)), a limited liability company incorporated in
Hong Kong on 12 May 2004 under the Companies Ordinance
with an authorised share capital of HK$10,000.00 divided into
10,000 shares of HK$1.00 each and an indirect wholly-owned
subsidiary of the Company

Hong Kong Financial Reporting Standards (including Hong Kong
Accounting Standards and Interpretations) issued by the Hong
Kong Institute of Certified Public Accountants

Hong Kong Securities Clearing Company Limited

Mr. Jackson Poon Chin Ping, a Barrister-at-law in Hong Kong,
the Hong Kong legal counsel of the Company (instructed by
Hastings & Co.)

Honten Limited (FHRUAFR/AR]), a limited liability company
incorporated in Hong Kong on 8 October 2012 under the
Companies Ordinance with an authorised share capital of
HK$10,000.00 divided into 10,000 shares of HK$1.00 each and
an indirect wholly-owned subsidiary of the Company

Institute for the Advancement of Chinese Medicine (IACM) Ltd,
a wholly-owned subsidiary of the Hong Kong Baptist University

an individual(s) or a company(ies) who or which is/are not
connected with (within the meaning of the GEM Listing Rules)
any Director, chief executive or substantial shareholder of the
Company, or any of its subsidiaries and/or their respective
associates

Ipsos Hong Kong Limited, a market research firm and an
Independent Third Party

the industry report prepared by Ipsos, the details of which are set
out in the section headed “Industry Overview” in this prospectus

WAG Worldsec Corporate Finance Limited, Luen Fat Securities
Co. Ltd., and Great Roc Capital Securities Limited
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“Kiwi Lab International”

“Latest Practicable Date”

“Lead Manager”
“Listing”

“Listing Date”

“Madam Tsang”

“Medalist™

“Memorandum” or “Memorandum
of Association”

“Men 100~

“Mr. Chan”

“Mr. Wong”

Kiwi Lab International Company Limited (7 %57 8 5 54 BRA
A]) (previously known as Star Gather Limited A2 WE1TH R A,
a limited liability company incorporated in Hong Kong on 1 April
2010 under the Companies Ordinance with an authorised share
capital of HK$10,000.00 divided into 10,000 shares of HK$1.00
each and an indirect wholly-owned subsidiary of the Company

23 September 2013, being the latest practicable date prior to the
printing of this prospectus for ascertaining certain information
contained in this prospectus

WAG Worldsec, the lead manager of the Placing
the listing of the Shares on GEM

the date on which dealings in the Shares first commence on
GEM, which is expected to be Friday, 11 October 2013

Madam Tsang Pui Man (% fl5Z), a non-executive Director of the
Company. She is also the wife of Mr. Chan

Medalist Limited, a limited liability company incorporated in BVI
on 18 October 2002 under the laws of BVI with an authorised
share capital of US$50,000.00 divided into 50,000 shares of
US$1.00 each and an indirect wholly-owned subsidiary of the
Company

the memorandum of association of the Company adopted upon its
incorporation and as amended, supplemented or modified from
time to time

Men 100 Limited (35 A100FRA7]) (previously known as Win
Tender Limited MEEAFR/AF), a limited liability company
incorporated in Hong Kong on 11 June 2004 under the
Companies Ordinance with an authorised share capital of
HK$10,000.00 divided into 10,000 shares of HK$1.00 each and
indirectly wholly owned by Mr. Chan, one of the Controlling
Shareholders and an executive Director

Mr. Chan Yan Tak (B &), the chairman of the Board and chief
executive officer of the Company. He is also the husband of
Madam Tsang

Mr. Wong Mau Tai (#{/%7Z%), an executive Director of the
Company
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“MZC”

“Noble State”

“NT$ 2

“Placing”

“Placing Price”

“Placing Shares”

“Power Regal”

“PRC” or “China”

“Price Determination Agreement”

M2C Natural Health Limited, a limited liability company
incorporated in Hong Kong on 31 March 2006 under the
Companies Ordinance with an authorised share capital of
HK$10,000.00 divided into 10,000 shares of HK$1.00 each and
an indirect wholly-owned subsidiary of the Company

Noble State Holdings Limited (flEI#E KA BRAF]), a company
incorporated under the laws of BVI on 16 November 2011 with
limited liability which is authorised to issue a maximum of
50,000 shares with a par value of US$1.00 each and an wholly-
owned subsidiary of the Company

New Taiwan dollar, the lawful currency of Taiwan, Republic of
China

the conditional placing of the Placing Shares by the Underwriters
on behalf of the Company for cash at the Placing Price, as further
described in the section headed “Structure and Conditions of the
Placing” in this prospectus

the final price per Placing Share (excluding brokerage, SFC
transaction levy and Stock Exchange trading fee payable thereon)
which will be not more than HK$1.07 per Placing Share and is
expected to be not less than HK$0.76 per Placing Share at which
the Placing Shares are to be offered for subscription pursuant to
the Placing, to be determined as further described in the section
headed “Structure and Conditions of the Placing” in this
prospectus

129,600,000 new Shares being offered by the Company for
subscription under the Placing

Power Regal International Limited (7] % B FEA B2 7)), a limited
liability company incorporated in Hong Kong on 6 July 2011
under the Companies Ordinance with an authorised share capital
of HK$10,000.00 divided into 10,000 shares of HK$1.00 each
and an indirect wholly-owned subsidiary of the Company

the People’s Republic of China excluding, for the purpose of this
prospectus, Hong Kong, the Macau Special Administrative
Region of the People’s Republic of China and Taiwan

the agreement to be entered into between the Company and the
Lead Manager (for itself and on behalf of the Underwriters) on
the Price Determination Date to fix and record the Placing Price
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“Price Determination Date”

“Reorganisation”

“Rich Sunny”

s

“RM Broken Ganoderma Spore’

“Royal Medic CMC”

“Royal Medic CS-4”

“Royal Medic Holdings”

“Royal Medic Management”

“Royal Medic SDCs”

the date, expected to be on or before Monday, 7 October 2013, on
which the Placing Price is expected to be fixed for the purposes
of the Placing

the corporate reorganisation of the Group effected in preparation
for the Listing as described in the paragraph headed
“Reorganisation” in the section headed ‘‘History and
Development™ in this prospectus and in Appendix V to this
prospectus

Rich Sunny Investment Limited (&M &HRAH), a limited
liability company incorporated in Hong Kong on 3 May 2006
under the Companies Ordinance with an authorised share capital
of HK$10,000.00 divided into 10,000 shares of HK$1.00 each
and an indirect wholly-owned subsidiary of the Company

Royal Medic Broken Ganoderma Spore (il 4 % fif BE % 2 £ 1)

Royal Medic Chinese Medicine Clinic Limited (fil 8%+ 5 4%
YifiBR/2AH]) (previously known as Shiny Bright Investment
Limited fEMEHEHAR/AF), a limited liability company
incorporated in Hong Kong on 2 March 2006 under the
Companies Ordinance with an authorised share capital of
HK$10,000.00 divided into 10,000 shares of HK$1.00 each and
an indirect wholly-owned subsidiary of the Company

Royal Medic No.l Chinese CS-4 (4% B AH & 5 [ 448 CS-4),
being the best-selling product of the Group during the Track
Record Period

Royal Medic (Holdings) Limited (&% (¥ B A PR A )
(previously known as Union Rising Limited {EEARATR]), a
limited liability company incorporated in Hong Kong on 11 June
2004 under the Companies Ordinance with an authorised share
capital of HK$10,000.00 divided into 10,000 shares of HK$1.00
each and an indirect wholly-owned subsidiary of the Company

Royal Medic Management Limited ({25 %% 15 & 3 A FR/AF]), a
limited liability company incorporated in Hong Kong on 15
January 2007 under the Companies Ordinance with an authorised
share capital of HK$10,000.00 divided into 10,000 shares of
HK$1.00 each and indirectly wholly owned by Mr. Chan, one of
the Controlling Shareholders and an executive Director

the SDCs set up for purpose of promoting and selling the Group’s
proprietary brands and the Distribution Facilitator’s private label
“Kiwi Lab” products
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“SDC(s)”

“SFC”

“SFO”

“Share(s)”

“Shareholder(s)”

“Share Option Scheme”

“Shelved Products™

“Sky China”

“Stock Exchange”

“subsidiary(ies)”

“substantial shareholder(s)”

“Sunny Regent”

“Super Pioneer”

the special designated counter(s) of the Group located at the
store(s) of the Distribution Facilitator

the Securities and Futures Commission of Hong Kong

the Securities and Futures Ordinance, (Chapter 571 of the Laws
of Hong Kong), as amended, supplemented or otherwise modified
from time to time

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

holder(s) of the Share(s)

The share option scheme conditionally approved and adopted by
the Company on 24 September 2013, the principal terms of which
are summarized in the section headed “Share Option Scheme” in
Appendix V to this prospectus

products display on the shelves at the stores of the Distribution
Facilitator

Sky China Enterprises Limited (P R®&ZEARAF]), a limited
liability company incorporated in Hong Kong on 28 May 2004
under the Companies Ordinance with an authorised share capital
of HK$10,000.00 divided into 10,000 shares of HK$1.00 each
and indirectly wholly owned by Mr. Chan, one of the Controlling
Shareholders and an executive Director

The Stock Exchange of Hong Kong Limited

has the meaning ascribed to it in section 2 of the Companies
Ordinance

has the meaning ascribed to it under the GEM Listing Rules

Sunny Regent (Asia) Limited (HEEEH)ARZAF), a limited
liability company incorporated in Hong Kong on 22 April 2010
under the Companies Ordinance with an authorised share capital
of HK$10,000.00 divided into 10,000 shares of HK$1.00 each
and an indirect wholly-owned subsidiary of the Company

Super Pioneer Holdings Limited (BI&4EE A R/AR]), a limited
liability company incorporated in Hong Kong on 26 April 2011
under the Companies Ordinance with an authorised share capital
of HK$10,000.00 divided into 10,000 shares of HK$1.00 each
and an indirect wholly-owned subsidiary of the Company
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“Takeovers Code”

“Track Record Period”

“Trading Terms Agreement”

“Underwriters”

“Underwriting Agreement”

“UMAO”

“US$” or “U.S. dollars™

“Venture Tycoon”

“WAG Worldsec” or “Sole
Sponsor”

“Wealth International”

the Hong Kong Codes on Takeovers and Mergers and Share
Repurchases issued by the SFC, as amended, supplemented or
otherwise modified from time to time

the period comprising the two years ended 31 March 2012 and
2013

a trading terms agreement entered into between the Group and the
owner of the Distribution Facilitator in 2005

the underwriters of the Placing named in the paragraph headed
“Underwriters” in the section headed “Underwriting” in this
prospectus

the conditional underwriting agreement entered into on 30
September 2013 by, among others, the Company, the Controlling
Shareholders, the executive Directors, the non-executive Director,
the Sole Sponsor and the Underwriters relating to the Placing,
particulars of which are summarised in the section headed
“Underwriting” in this prospectus

Undesirable Medical Advertisements Ordinance (Chapter 231, the
Laws of Hong Kong), as amended and supplemented or otherwise
modified from time to time

United States dollars, the lawful currency of the United States of
America

Venture Tycoon Limited (M&AMRAT]), a limited liability
company incorporated in Hong Kong on 20 December 2011
under the Companies Ordinance with an authorised share capital
of HK$10,000.00 divided into 10,000 shares of HK$1.00 each
and an indirect wholly-owned subsidiary of the Company

WAG Worldsec Corporate Finance Limited (= Al 7 B4 15 B A
MR/ 7], a corporation licenced by the SFC to carry out Type 4
(advising on securities) and Type 6 (advising on corporate
finance) regulated activities under the SFO, being the sole
sponsor of the Listing

Wealth International Holdings Limited, a limited Iliability
company incorporated in BVI on 22 October 2002 under the laws
of BVI with an authorised share capital of US$50,000.00 divided
into 50,000 shares of US$1.00 each and indirectly wholly owned
by Mr. Chan, one of the Controlling Shareholders and an
executive Director
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DEFINITIONS

“Wisdom Come Marketing”

“Wisdom Come Medical”

“Wisdom Come Promotion”

“Wisdom Healthcare”

“Wisdom Health Products”

“Wise Medic”

Wisdom Come Marketing Strategy Limited (/53 1735 5K W& A PR
A]) (previously known as Royal Medic Health Products Limited
o g 5 fe R E S A PR /A Al), a limited liability company
incorporated in Hong Kong on 13 July 2004 under the
Companies Ordinance with an authorised share capital of
HK$10,000.00 divided into 10,000 shares of HK$1.00 each and
indirectly wholly owned by Mr. Chan, one of the Controlling
Shareholders and an executive Director

Wisdom Come Medical Group Limited ({/5:& % 884 B A5 B/ /),
a limited liability company incorporated in Hong Kong on 20
August 2004 under the Companies Ordinance with an authorised
share capital of HK$10,000.00 divided into 10,000 shares of
HK$1.00 each and an indirect wholly-owned subsidiary of the
Company

Wisdom Come Promotion Limited (375 #E& A BR/AF]), a limited
liability company incorporated in Hong Kong on 13 August 2012
under the Companies Ordinance with an authorised share capital
of HK$10,000.00 divided into 10,000 shares of HK$1.00 each
and an indirect wholly-owned subsidiary of the Company

Wisdom Healthcare Co., Ltd. (&% @R FH¥EARAF]), a limited
liability company incorporated under the laws of Taiwan on 19
March 2013 with limited liability, which has a capital
contribution of NT$10,000,000 and an indirect wholly-owned
subsidiary of the Company

Wisdom Health Products Company Limited (£%% il 5= & A R
/3 7)), a limited liability company incorporated in Hong Kong on
5 January 2004 under the Companies Ordinance with an
authorised share capital of HK$10,000.00 divided into 10,000
shares of HK$1.00 each and an indirect wholly-owned subsidiary
of the Company

Wise Medic Company Limited (#¥#EZEEFRAF]), a limited
liability company incorporated in Hong Kong on 19 April 2012
under the Companies Ordinance with an authorised share capital
of HK$10,000.00 divided into 10,000 shares of HK$1.00 each
and indirectly wholly owned by Mr. Chan, one of the Controlling
Shareholders and an executive Director
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DEFINITIONS

“Xaxon” Xaxon Cosmeceutical Inc. (previously known as Bellefemme
Cosmeceutical Inc.), a limited liability company incorporated in
BVI on 24 June 2004 under the laws of BVI with an authorised
share capital of US$50,000.00 divided into 50,000 shares of
US$1.00 each and wholly owned by Mr. Chan, one of the
Controlling Shareholders and an executive Director

“%” per cent.
All dates and times in this prospectus refer to Hong Kong time unless otherwise stated.
Certain amounts and percentage figures included in this prospectus have been subject to rounding

adjustments. Accordingly, figures shown as totals in certain tables may not be an arithmetic
aggregation of the figures preceding them.
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GLOSSARY

This glossary of technical terms contains terms used in this prospectus. As such, these terms
and their meanings may not correspond to standard industry meanings or usages of these terms.

“Cordyceps”

“Chinese Pharmacopoeia

GHTE 0%

113 GMP”

“HACCP”

“HOKLAS”

“ISO 17025”

“PCM L)

composite substance of the stroma of cordyceps sinensis (Berk.)
Sacc. parasitised on the larva of some species of insects of Fam.
Hypocreaceae, and the dead caterpillar, as defined in the Chinese
Medicine Ordinance (Chapter 549, the Laws of Hong Kong)

the Pharmacopoeia of the PRC, compiled by the Pharmacopoeia
Commission of the Ministry of Health of the PRC, is an official
compendium of drugs covering traditional Chinese and western
medicines and giving information on the standards of purity,
description, test, dosage, precaution, storage, and the strength for
each drug

Good Manufacturing Practice, a set of detailed guidelines on
practices governing the production of pharmaceutical products
formulated by the World Health Organisation, designed to protect
consumers by minimising production errors and the possibility of
contamination

Hazard Analysis & Critical Control Points, a management system
in which food safety is addressed through the analysis and control
of biological, chemical, and physical hazards from raw material
production, procurement and handling, to manufacturing,
distribution and consumption of the finished product

The Hong Kong Laboratory Accreditation Scheme, an
accreditation scheme operated by Hong Kong Accreditation
Service. The scheme is open to voluntary participation from any
Hong Kong laboratory that performs objective testing and
calibration falling within the scope of the aforesaid Scheme and
meets the HOKLAS criteria of competence

The international standard for quality systems in testing and
calibration laboratories, used as the basis for accreditation of
laboratories. It specifies the general requirements for the
competence to carry out tests and/or calibrations, including
sampling. It covers testing and calibration performed using
standard methods, non-standard methods, and laboratory-
developed methods

proprietary Chinese medicine, as defined in the Chinese Medicine
Ordinance (Chapter 549, the Laws of Hong Kong)
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FORWARD-LOOKING STATEMENTS

This prospectus contains, and the documents incorporated by reference herein may contain,
forward-looking statements representing the Group’s goals, and actual results or outcomes may differ
materially from those expressed or implied. Such forward-looking statements are subject to certain risks,
uncertainties and assumptions. Although the Group believes that its expectations are reasonable, the
Group can give no assurance that these expectations will prove to have been correct, and actual results
may vary materially. These forward-looking statements include, but not limited to, statements relating

to:
° the Group’s business and operating strategies and the various measures to implement such
strategies;
° the Group’s dividend distribution plans;
° the Group’s capital commitment plans;
° the Group’s operations and business prospects, including development plans for its existing
and new businesses;
° the future competitive environment for the industries in which the Group operates;
° the regulatory environment as well as the general industry outlook for the industries in which
the Group operates; and
° future developments in the industries in which the Group operates.
The words “will”, “expect”, “anticipate”, ‘“plan”, “believe”, “may”, ‘“intend”, “ought to”,
“continue”, “project”, “should”, “seek”, “potential” and other similar expressions, as they relate to

the Group (other than in relation to the Group’s profits, results of operations and earnings), are intended
to identify a number of these forward-looking statements. Such statements reflect the current views of
the Group’s management with respect to future events and are subject to certain risks, uncertainties and
assumptions, including the risk factors described in this document. Please refer to the sections headed
“Risk Factors”, “Business” and ‘“Financial Information” in this prospectus for more details.

Should one or more of these risks or uncertainties materialise, or should the underlying
assumptions prove to be incorrect, the Group’s financial condition may be adversely affected and may
vary materially from the goals the Group has expressed or implied in these forward-looking statements.
Except as required by applicable law, including the GEM Listing Rules, the Group undertakes no
obligation to publicly update or revise any forward-looking statements, whether as a result of new
information, future events or otherwise. Accordingly, you should not place undue reliance on any
forward-looking information.

In this prospectus, statements of or references to the Group’s intentions or those of the Directors
are made as at the date of this prospectus. Any such intentions may change in light of future
developments. The Directors confirm that any forward-looking statements contained in this prospectus
are made after due and careful consideration.
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RISK FACTORS

Investors should carefully consider all of the information in this prospectus, including the risks
and uncertainties described below, before making any investment in the Shares in the Placing. If any
of the possible events described below occur, the business operation, financial condition or results of
operation of the Group could be materially and adversely affected and the market price of the Shares
could fall significantly.

The Group believes that certain risks are involved in the Group’s operations. Many of these risks
are beyond the Group’s control. These risks can be categorised into: (i) risks relating to the Group’s
business operations; (ii) risks relating to the industry; (iii) risks relating to intellectual property and (iv)
risks relating to the Placing.

RISKS RELATING TO THE GROUP’S BUSINESS OPERATIONS

The Group’s business depends significantly on the strength of its brands and reputation. The
Group’s failure to develop, maintain and enhance its brands and reputation may materially and
adversely affect the level of market recognition of, and trust, in its products

The Group believes that the maintenance and enhancement of reputation of its proprietary brands,

such as “fHl&E4”

brands, namely, “Kiwi Lab” and ‘“Health Proof”, are critical to the success of the Group’s business.

(Royal Medic), and the management of the Distribution Facilitator’s private label

During the Track Record Period, the Group’s revenue was derived substantially from sales of the
products under the “ffl#£% > (Royal Medic) brand.

Enhancing and maintaining the Group’s brand recognition and reputation depend primarily on the
perceived effectiveness and quality of the Group’s products as well as the success of its marketing and
promotion efforts. The Group has devoted significant resources to brand promotion in recent years,
including advertising through television media, printed media and digital media, outdoor advertising,
setting up SDCs at the Distribution Facilitator’s stores, engaging well-known brand ambassadors and
participating in fairs and exhibitions to increase the Group’s brand recognition and improve brand
image. However, the Group’s marketing and promotion efforts may not be successful or may
inadvertently negatively impact on the Group’s brands. For example, if the public image or popularity of
any of the brand ambassadors the Group engaged declines or the Group’s brand image/reputation/
products is/are harmed by negative publicity, regardless of its veracity, the Group’s brand image may be
damaged. If the Group fails to successfully market or promote the Group’s brands or the Group’s brands
are tarnished, demand for the Group’s current and future products may be materially and adversely
affected.

Any failure to develop and introduce new products or gain market acceptance of the Group’s new
products may have a negative effect on the Group’s business

The success of the Group’s health supplements and beauty supplements and products depends, to a
large extent, on whether the products it introduces to the market are well received by the market. The
success of a new product depends on a number of factors, including accurately identifying market
demand and consumers’ preferences, efficacy, quality and price of the new product, as well as the
effectiveness of marketing and advertising campaigns. In particular, the introduction of new products
requires substantial investment of capital resources, research and development efforts. Due to the rapid
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RISK FACTORS

changing nature of the health supplements and beauty supplements and products markets in Hong Kong,
the Group may not be successful in anticipating market trends and developing new products that respond
to such trends in a timely manner. Whilst in the past the Group has successfully developed, promoted
and achieved market acceptance for the Group’s new products, there is no assurance that the Group will
be able to continuously develop new products in the future that will attract sufficient demand and/or be
profitable. If any of the Group’s new products is not well received by the market due to any of the
aforesaid reasons, or the Group’s new products are restricted by regulatory requirements or encounter
quality problems, or for any other reasons, the Group may not be able to recoup the investment that it
has made in developing such new products, the Group’s business, operational results and financial
condition may be adversely affected.

The Group’s marketing and promotional activities are crucial to the success of its products, and if
the Group fails to maintain or develop its marketing capabilities, the market share, brand
recognition and reputation of the Group’s products may be materially adversely affected

The success and lifespan of the Group’s products depend significantly on the effectiveness of the
Group’s marketing and promotional activities. The Group uses television commercials as its primary
marketing tool. In addition, the Group often uses a combination of different media in a target market to
ensure broad coverage and penetration of its advertisements, such as newspapers, magazines, public
transportation displays, billboards and the internet. The Group also organises in-store marketing and
promotional activities at the Distribution Facilitator’s stores from time to time, sets up SDCs in the
Distribution Facilitator’s stores, and engages brand ambassadors and has introduced a membership club
to promote the Group’s products. These various marketing activities are crucial to the success of the
Group’s products.

However, the Group’s ability to maintain or develop its marketing capabilities can be adversely
affected by various factors, such as the Group’s ability to accurately identify consumer preference and
effectively manage media resources and government regulations on advertisements. Any factor adversely
affecting the scale and effectiveness of the Group’s marketing and promotional capabilities may have an
adverse effect on the market share, brand recognition and reputation of its products. In addition, any
significant increase in the Group’s marketing expenses, whether due to market factors or otherwise, may
adversely impact the profitability of the Group’s products.

The Group sells its products to the general public consumers mainly through the Distribution
Facilitator, and failure to maintain its relationship with the Distribution Facilitator or otherwise
expand the Group’s distribution network may materially and adversely affect its business

Approximately 77.6% and 71.4% of the Group’s revenue for the two years ended 31 March 2013
were sold through the Distribution Facilitator’s shelves to the general public consumers and
approximately 15.6% and 21.5% of the Group’s revenue for the two years ended 31 March 2013 were
sold through the SDCs located in the Distribution Facilitator’s stores to the general public consumers.
The Group’s relationship with the Distribution Facilitator has started since 2005, at which time, the
Group entered into the Trading Terms Agreement with the owner of the Distribution Facilitator. Since
the execution of the Trading Terms Agreement, the Group’s products are displayed and sold on the retail
shelf space of the Distribution Facilitator’s stores in Hong Kong. The Trading Terms Agreement will
apply until superseded or amended by subsequent agreement confirmed in writing by the owner of
Distribution Facilitator. To date, the Trading Terms Agreement remains in force.
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Reliance on the Distribution Facilitator carries the following risks:

° If the Group’s relationship with the Distribution Facilitator is adversely affected for whatever
reason resulting in the Distribution Facilitator restricting the sale of the Group’s products in
its stores, or ceasing to sell the Group’s products altogether, the Group will need to source
other channels, which may not have the same extensive network as the Distribution
Facilitator, to sell its products to the general public consumers. As the Group does not have a
long term trading arrangement with the Distribution Facilitator, the Group’s relationship with
the Distribution Facilitator can be terminated without the Group being given sufficient time
to source alternative channels to sell the Group’s products.

° The Group’s products are sold primarily through the Distribution Facilitator. The Group has
no control over the business plan or strategy of the Distribution Facilitator, including its
expansion or downsizing plans, its store coverage and its customer retention plans. If the
Distribution Facilitator does not continue to expand its stores, the expansion of the Group’s
sales may be affected. In addition, if the Distribution Facilitator’s trading conditions
deteriorate such that it downsizes its stores or cuts down its marketing and promotion plans,
the sales of the Group’s products may be adversely affected. In the worst case scenario, if the
business of the Distribution Facilitator fails, the Group will lose substantially all its sales
channels and will need to source other channels to sell its products to the general public

consumers.

° There is no minimal sales target and no contractual assurance to purchase under the Trading
Terms Agreement and private label agreements between the Group and the Distribution
Facilitator. As a result, the Distribution Facilitator may reduce or cease to place any order
with the Group for whatever reason at any time during the continuation of the agreements. In
such case, the Group will lose substantially all its sales channels and will need to find other
channels to sell its products to the general public consumers.

° Due to the disparity in the scale of operations between the Group and the Distribution
Facilitator, the Company has no bargaining power over the sales of the Group’s products at
the stores of the Distribution Facilitator and limited control over the pricing and business
strategies of the Distribution Facilitator.

If any of the above risks materialises, the Group’s operational results and financial conditions will
be adversely affected. There is no assurance that the Group will be able to source other distribution
channels that is comparable to, or better than, the Group’s existing arrangements with the Distribution
Facilitator or at all, and that the Group’s costs of business will be substantially affected as a result.

Please refer to the section of the prospectus headed “Business — Contractual arrangements with
the Distribution Facilitator” for further details.

The Group ultimately relies on the general public consumers

The Group sells its products to the general public consumers through the Distribution Facilitator’s
stores. If the Group products cannot be sold, the Distribution Facilitator will ultimately return those
products under the circumstances set out in the paragraph headed “Sales and Distribution —
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Distribution through shelves in the Distribution Facilitator’s stores” in the section headed “Business” in
this prospectus. Therefore, the risks associated with the successful sales of the Group’s products remain,
regardless of the fact that such products are distributed through the Distribution Facilitator.

The ultimate customers of the Group’s products are the general public consumers who frequent the
Distribution Facilitator’s retail stores and purchase the Group’s products, either incidental to their other
purchases, or specifically seeking for the Group’s products.

Therefore, while the Group ultimately relies on the success of the Group’s brands, customer loyalty
and quality of the Group’s products, the Group also relies on the general public consumers’ demand for
the Group’s products. If the Group fails to attract the general public consumers to purchase the Group’s
products or maintain the general public consumers’ demand, the Group’s business, operational results
and financial condition may be adversely affected.

The Group has been substantially dependent on revenue derived from its leading product, Royal
Medic CS-4, and this may continue to be the case. The Group’s business, financial condition and
results of operations would be materially and adversely affected if sales of Royal Medic CS-4 are
to decline

The Group currently depends on the sales of its leading product, Royal Medic CS-4, for a
substantial portion of its revenue. During the two years ended 31 March 2013, revenue from Royal
Medic CS-4 amounted to approximately HK$60.6 million and HK$57.1 million, accounting for
approximately 38.2% and 34.9% of the Group’s total revenue, respectively. The Group anticipates to
continue to derive a major part of its total revenue from Royal Medic CS-4 and hence the Group will
remain susceptible to the effect of the change in demand for and the profitability of such product. If the
market demand for Royal Medic CS-4 declines in the future due to introduction of substitute products at
more fav