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CONTINUING CONNECTED TRANSACTIONS

Independent financial advisor to the Independent Board Committee
and the Independent Shareholders

X EEBRAMSHIRAC
CINDA INTERNATIONAL CAPITAL LIMITED

The Company has been carrying on certain continuing connected transactiorns with
the Sgma-Tau Group on an goning basis wherep the Sgma-Tau Group suppliegd
pharmaceuta products to he Companyfor distribution in the Terrtory. On 24
November 2009, the Company entered into the Distribution Agreement with Sjgma-
Tau Industie, pursuant to Wwch Sigma-Tau lmustie sgreed to suppy and the
Company agrekto procure ad/or mantan the regstraton ard importaton, ard to
provide the marketing and sales structure for the commercialization of the Prpducts
in the Terrtory for three years commenag on 1 Januar 2010 aw ending on 31
Decenber 2012. he partculars d the Distribution Agreement are set oun this
announcemen

Sigma-Tau lmlustie is a swsidiary of Sigma-Tau, vhich wholly owns Ddiante
Farmaceutica S.A., a substantial shareholder of the Company which holds
132,350,000 ordingr shares in the Compgnrepresentig approximatey 29.46%
of its entre issu@ shares as athe date hered. Sgma-Tau lmustie is an assaate
of Defiante Farmaceutica S.A. and therefore a connected person of the Company
within the meamg of the GEM Listing Rules. The suppy of the Prauctsby Sigma-
Tau Industrie to he Compag pursuant tohe Distribution Agreement on an @oing
basis will constitute continuing connected transactions under Rule 20.14 ¢f the
GEM Listing Rules. The Contnuing Connectd Transadions congtute non-exempg
coninuing connectd transaabons d the Compag and are sbject to he reporing,
announcement and inpgendent shareholdersfpeval requirements under Rule 23
of the GEM Listing Rules




The Compaw will seek the approval of the Independent Shareholders of the
Continuing Connectd Transaabns {ncluding the Cap). Merbers d the Sgma-Tau
Group and their respective associates will abstain from voting on these matterg at the
EGM. A circular containig, amorg other thimgs, (i) further details of the Continugn
Connectd Transaabbns {ncluding the Cap); (1) a letterfrom the indeperdent board
committee to the Indendent Shareholders; (iii) a letter of advice from Cipda
International to the ing@ndent board committee and the Ipeiedent Shareholders
contaning their recommenxation ard advice on he Contnuing Connectd
Transactions (including the Cap); and (iv) a notice of an EGM for the purgose o
considerig and if thowght fit approvirg the Continuig Connected Transactions will
be dispatted to the Shareholders as soon as pracdble.

Shareholders and potential investors should note that the Distribution Agreement
is subject to conditions precedent. Shareholders and potential investors are
reminded to exercise caution when dealing in the Shares.

BACKGROUND

Sigma-Tau lmlustie is a sWsidiary of Sigma-Tau, which wholly owns Dédiante
Farmaceutica S.A., a substantial shareholder of the Company which hold$Q.,8Q(B
ordinary shares in the Company, representing approximately62® .df its entire
issu@ shares as athe date hered. Sgma-Tau Imustie is an assaate d Defiante
Farmaceuta S.A. ad thergore a connecteperson ® the Company wthin the meamg
of the GEM Listing Rules.

The Companyhas been carryng on certen contnuing connectd transadtons wth

the Sigma-Tau Group on an ongoibgsis whereby the Sigma-Tau Group supplies
pharmaceutca products to he Compawg for distribution in the Teritory. On 13
December 2006, the Company entered into the Old Distribution Agreements with
Sigma-Tau Industrie whereby the Existing Products were supplied by Sigma-Tau
Industie to he Compaw for a term exping on 31 Decerper 2009

As the Directors intend that the CompanyOs existing business relationship with Sigma-
Tau $all coninue beyond expration o the Od Distribution Agreements, on 24
November 2009, he Company enteckinto the Distribution Agreement wh Sigma-

Tau Industrie, pursuant to which the Old Distribution Agreement was renewed and
the New Praucts woud be suppied by Sigma-Tau Ilmustie to he Compag for
regstraton, importaton, maketing ard distribution in the Terrtory for a term © three

years. The supply of the Products by Sigma-Tau Industrie to the Company pursuant to
the Distribution Agreement on an @oing bass wll consttute contnuing connectd
transadtons umer Rue 20.14 6 the GEM Listing Rues



PRINCIPAL TERMS OF THE DISTRIBUTION AGREEMENT

The principal terms of the Distribution Agreement, which are substantially identical,
are summarized as follows. Save as disclosed in this announcement, the principal
terms d the Distribution Agreement aredenticad to the terms 6 the Ad Distribution
Agreements

Date
24 Novenber 2009

Parties

Q) Sigma-Tau Industrie
(i) The Compam

Principal terms
Duration

The Distribution Agreement shall be effective for three years commencing on 1 January
2010 and endigpon 31 December 2012 and upon their expirationjesttio compliance
with the GEM Listing Rules, renewile by agreementbetween he partes tereta

Distribution Rghts

Sigma-Tau Industrie appoints the Company as its exclusive distributor to import,
promote,distnbute aml sdl the Praluctsidentfied by the Trademak in the Terrtory.

Purchases and Sales

Sigma-Tau Industrie agrees to sell exclusively to the Company in the Territory and the
Compaly agrees to purchase the Products frongnga-Tau Industrie or gncompaly
desgnated by Sigma-Tau lmustie. The Compag agrees to arrage, atits own care

and expenses, directly or through a government approved entity in the Territory, for the
importaton d the Praluctsinto the Teritory.

Government pAprovals

The relevant import drug permits will be obtained in the name of Sigma-Tau Industrie.
The Compan agrees to use its best efforts to obtain and/or maintain gm&iTau
IndustieOsbehalf, in Sigma-Tau lwustieOs name dnat the CompagyOs cost ah
expense the relevant import drug permits, and any other marketing authorisations,
permits, licenses and othgovernment approvals that mde required for the salef o

the Pralucts wthin the Terrtory, including but notlimited to ary government approva

which may be required under any applicable law for the appointment of the Company as
the distributor of the Products in the Terrytor
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Minimum Purchae Amound

The Company undertakes to purchase from Sigma-Tau Industrie the following minimum
amount of Products perear

(a) during the first year from 1 January 2010 to 31 December 2010, the equivalent
of an agregate of EUR1,188,500 (approximayeHK$13,667,750), of which
EUR1,155,000 (approximately HK$13,282,500) is attributable to the Existing
Products and EUR33,500 (approximately $885,250) is attributable to the New
Products;

(b) during the second year from 1 January 2011 to 31 December 2011, the equivalent
of an agregate of EUR1,427,820 (approximayeHK$16,419,930), of which
EUR1,155,000 (approximatglHK$13,282,500) is attributable to the Exigjin
Products and EUR272,820 (approximately $&137,430) is attributable to the
New Products; and

(c) during the third year from 1 January 2012 to 31 December 2012, the equivalent
of an agregate of EUR1,764,300 (approximayeHK$20,289,450), of which
EUR1,155,000 (approximatglHK$13,282,500) is attributable to the Exigjin
Products and EUR609,300 (approximately $#006,950) is attributable to the
New Products

The minimum purchase amounts for each of the three years ended 31 December 2012
were arived at dter armOsength negotiations between he Compagy ard Sigma-

Tau Industne, t&ing into account b actua purchase voume d the Exsting Pralucts

from 2007 to 2009, actual growth in sales in the Territory during the past years,
market expectabn in the comng years, ad proected sdes vdume d the New
Productsin the Teritory. Compard to the mnimum purdase amountsfothe Exsting
Products pursuant to the Old Distribution Agreements of EUR924,000 (approximately
HK$10,626,000) and EUR1,001,000 (approximatelK$11,511,500), respectiwel for

the twoyears eding 31 Decerber 2009, he increasan the mnimum purtiase amounts

for the three years ending 31 December 2012 is mainly due to an expected growth in
sales of the Existip Products in the Territgrand introduction of the additional New
Products

Pursuant to the Distribution gkeement, paments ly the Compan for the Products

shall be male in EUR within 90 days from the date d the rdevantinvoices and no fee

is payable by Sigma-Tau Industrie to the Company for marketing the Products, as well
as procurig and/or maintainig their registration and importation, in the Territor
However, he prousion o sud senicesby the Compag to Sgma-Tau lmustie will

enable the Company to be granted the sole and exclusive right to distribute the Products
in the Territoy, therely increasimy its competitive advantge and hence its profitabiyit



In the event that the Company fails to purchase the relevant minimum amount for three
consecut/e yearsduring the term @& the Distribution Agreement, §ma-Tau lmustie

IS enttled to termnate he rdevant Dstribution Agreement at anyirhe atits sde
discretion

Free Pralucts am Promotiona Allowance Grantd by Sigma-Tau ldustrie

In addition to he a&ove, Sgma-Tau ldustie will offer free Pralucts to he Company

as promotional allowance equal to 3% to 20% of the Products ordered and paid for by
the Compag to Sgma-Tau lmustie, deperding on the quanity of Praducts purtasel

by the Companyduring the term & the Distribution Agreement

For some of the Products, ggia-Tau Industrie will reduce 5% of the prices if the
Compaly order ard purdhase from Sgma-Tau quanties d which higher than the
minimum purchasequantities

HISTORICAL TRANSACTION VALUES AND THE CAP

The agregate vdue d purchases mde by the Compag from Sgma-tau lmlustrie for
the past three financial years and ten months ended 31 October 2009 are set aut below

Ten months
ended
31 October
2006 2007 2008 2009
(HK$) (HK$) (HK$) (HK$)
Purchase & Existing Praducts
from Sigma-Tau Industrie 8,879,719 18,897,483  13,4A,2126583,098
Purchase of Ne Products
from Sigma-Tau Industrie b b 489,014 194,672
Total 8,879,719 18,897,483 13,910,229 6,777,770
Approved Annual Cp 16,376,100 20,218,900 2838%  41,134,93

The annual cap for each of tgears had not been exceeded.

As the Company will carry on the Continuing Connected Transactions with Sigma-Tau
Industrie on an ogoing basis, such transactions will constitute contiguaonnected
transaadtons d the Compag under Rue 20.14 6 the GEM Listing Rues. On he bass

that certain applicable percentage ratios for the Continuing Connected Transactions
calculated on an annual basig teference to the estimatedgaegate annual purchases

for each of the thregears endig 31 December 2012 is expected to exceed 2.5%, the
Continuing Connected Transactions will be subject to the approval of Independent
Shareholders at an EGM pursuant to Rule 20.35(4) of the GEM ¢iRtires
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As required under rule 26B®&) of the GEM Listing Rules, for each year, there will be a
maxmum agregate annulavaue arsing from the Contnuing Connectd Transaabns.

The following table sets outite Capfor the Contnuing Connectd Transadtons
contemplated under the Distribution Agreement for the three years ending 31 December
2012

2010 2011 2012

(EUR) (EUR) (EUR)

Cap 2,533,160 6,037,827 9,87641
(approxmatdy (approxmatdy (approxmatdy

HK$29,131,340) HK$69,435,01) HK$113,569,872
The Capis determned basel on te following factors

(a) historical amounts of purchases of the Existing Products by the Company from
Sigma-Tau lmustie;

(b) market expectation in the coming years

(c) forecast growt ratesbasal on the historicad growth rate in past years ahthe
expected continuous economic growth in the Terrifory

(d) the dan d the Company to expahmaiketing manpower ah cooperaton with
new distributors to increase geographical coverage of sales of the Produkcts; an

(e) approxmate tme requred to obtain import drug permts ard government
appovals for the launch of the New Products. The Directorpeek that the
relevant import drug permt and government approva for ead of the New
Products, namb/ Nicefle and Natuan in the Teritory will be ddtained in or
around July 2011 and after 2012, respectively. Upon obtaining the relevant import
drug permts ard government approva, abroader vaiety of products my be
sold by the Companyin the Teritory to satsfy differentdemards. The Directors
therefore expect a gradual and exponential increase in the maximum aggregate
annud value for purdiases o the Pralucts from the year emling 31 Decerber
2011 to 31 Decelver 2012, as fféected in the Cap

The Directors {ncluding the indeperdent non-execuve Directors) congler that

the terms 6 the Contnuing Connectd Transadions were enterkeinto in the usu&

and ordinary course of business of the Company, were arrived at after armOs length
negotiations between he Compag and Sigma-Tau lmustie, which are fair and
reasonbale, on normh commercal terms, nolessfavourdle than those dfered by
Sigma-Tau Industrie to independent third parties, and in the interests of the Company
and its Sharenolders as avhole.



An independent board committee will be formed to consider the terms of the
Distribution Agreement ad the Cap tobe imposel pursuant tohe requrements b the
GEM Listing Rues. Gnda Internaitond hasbeen appmted as he indeperdentfinancal
adviser to advise the independent board committee of the Conaymahthe Independent
Shareholders on he fairness ad reasonhleness o the terms © the Distribution
Agreement ad the Cap.

REASONS FOR THE TRANSACTION

The Directors conislerad the enteing into d the Contnuing Connectd Transadbons
contempated under the Distibution Agreement ahthe purdiase ¢ the Pralucts from
Sigma-Tau Industrie as necessary after due consideration of the following reasons:

(1) sdes am gross prdits o the pralucts supped by Sigma-Tau Imustie during
the year 2008 represented over 30% to total sales amount and gross profits of the
Grouwp;

(2) thetermination of the transactions contglated under the OId Distribution
Agreement would direcyl affect the normal course of business of the Compan
due to heir ongoing nature ad would have an dverse &ect on he operabon o
the Company, the renewal of agreement for Existing Products is important for the
continuousgrowth of the Group; and

(3) the Directors foresee the futurgrowth potential of thedemand for the New
Products in the Terrtory and the saes d New Pralucts supped by Sigma-Tau
Industne will broaden he praduct portolio ard revenuebase & the Group ad the
New Products may become new profit driver of the Group in the future.

Having t&ken he &ove factorsinto account,te Directors consler that the Contnuing
Connected Transactions are fair and reasonable and in the interests of the Company and
its Shareholders as avhole.

GENERAL

The Group is a research-driven and market-oriented biopharmaceutical company focused
on the PRC market. Thrgh its operatig subsidiay in the PRC, the Group develops,
manuactures ad markets propretary pharmaceutca products in the PRC. Ithas
established a sales and distribution network for pharmaceuticals covering most of the
provinces and cities in the PRC, marketinoth self-developed products and licensed
products from &road. Currenly, the Compaw is the sde distributor o Sigma-TauOs
Carnitene for the PRC and the Company had helped to establish Carnitsrome of

the leadig brands of L-Carnitine in the PRC dugia period of less than oryear.

Sigma-Tau Industrie is part of the Sigma-Tau Group which is a leading research-based
Italian pharmaceutical compgnwith approximatel 2,400 emplgees worldwide.
Therapeditc areasin which the Sgma-Tau GroupOs resefarard devdopment are



focused include oncodyy, neurolay, cardiovasculargastroenterolgy, metabolism and
immundogy. The Sgma-Tau Grouphas operang sudsidiares troughout Europe ad
the Urited States ad mantains a presencen dl of the woldOs mj@ar pharmaceduta
markets

The suppy of the Pralucts by Sigma-Tau lunlustie to he Company pursuant tde
Distribution Agreement on an going basis will constitute continugh connected
transacitons umer Rue 20.14 6 the GEM Listing Rules. As certen appicable
percentage rabs for the Contnuing Connecté Transaaibns caculated on an annua
basis ly reference to the estimatedgregate annual purchases for each of the three
years endig 31 December 2012 is expected to exceed 2.5%, the Corgi@Qgnnected
Transadtons condtute non-exempt coituing connectd transadions d the Company

and will be supect to the approval of Independent Shareholders at an EGM pursuant to
Rule 20.35(4) of the GEM ListmRules.

A circular containig, amorg other thirgs, (i) further details of the Continugn
Connectd Transaaibns {ncluding the Cap); i) a letter from the indeperdent board
committee to he Indeperdent Shareholders; (ii) a letter d advice from Gnda
International to the ingendent board committee and the Ipdedent Shareholders
contaning their recommedation ard advice on he Contnuing Connectd Transaatns
(incduding the Cap); ad (iv) a notce d an EGMfor the purpose bconsdernng ard if
thought fit approvirg the Continuig Connected Transactions will be dispatched to the
Shareholders as soon as pracidble.

Definitions

In this announcement, the following expressions have the meanings set out below unless
the context reques oherwise

OCapO the maximum aggregate annual value of the Continuing
Connect@ Transacitons to be carred on by the
Compalry pursuant tore Distribution Agreemem

OCinda InternationalO Cinda International Catal Limited, a licensed
corporaton to cary out type 1 @eding in securties)
and type6 (advising on corporate finance) regulated
activity under the SFO, and the independent financial
adviser to he indeperdent board commttee am the
Independent Shareholders in relation to the Continuing
Connected Transactions

OCompanyO LeeOs Pharmaceutical Holdings Limited, a company
incorporated in the Ganan lIslands with limited
liability with itsissuel Shareslisted on GEM



Oconnected personO

OContinuing Connected
TransadbnsO

ODrectorsO

ODistribution AgreementO

OEGMO

OEURO

OExsting ProductsO

OGEMO

OGEM listing RuesO
OGroupO
OHong Kong®

OHKBEO

Olmeperdent SarenholdersO

has the meaning ascribed to it under the GEM Listing
Rules

the continuing connectetransactions tdbe entered
into between he Compag and Sigma-Tau lmustre
contempated under the Distribution Agreement

he director(s) & the Compamg

the distribution agreement dated 24 November 2009
and enterel into between he Compag and Sigma-Tau
Industrie

an extrabnary generd meetng of the Compapm to be
convenel for the purpose bapprovng the Contnuing
Connected Transactions

European idn euro

Caitene (L-Carnitine) injectables d 1 gram am 2
grams,drinking vials d 1 gram ad 2 grams MVich are
used for secondary deficiencies, myocardial metabolic
damage due to coronay heart disease agina, acute
myocadial infarcion, severéhypopefuson corditions
due to cardiogenic shé&c

he Growh Enterprse Maket o The Sto& Exchange
of Hong Kong Limited

hHe RUes Govermg the Listing d Securties on GEM
hé Compag and its sibsidianes
Hong Kong Special Administrative Region of tl2 PR

Hong Kong dollars, the lawful currency of Hong Kong
from time to time

He Shareholders who are notinvolved in or intereste

in the Continuing Connected Transactions and are
not requred under the GEM Listing Rules to #&stan
from voing at he EGM, being dl Shareholders except
members of the Sigma-Tau Group and their respective
assocates



OMacauO

ONew ProductsO

OOIld Distribution
AgreementsO

Macau Special Administrativgi®e of the PRC

(a)

(b)

(c)

(d)

(e)

()

include

Carritere (L-Carnitine) 30% ora sd. of 20
ml which is used for secondary deficiencies,
myocardial metabolic dange due to corongr
heartdisease agina, acute mocadial infarcton,
severe hypoperfusion conditions due to
cardiaogenic shock

Carnita (L-Carnitine) injectables of 1 gram
which is used for secondwnrdeficiencies,
myocaidial metaolic damage due to coronar
heart disease angina, acute myocardial infarction,
severe lypoperfusion conditions due to
cardiogenc shock;

Carnitor (L-Carnitine) 90 tablets of 330 gn
which is usea for secomary deficiendes,
myocardial metabolic damage due to coronary
heart disease gma, acute mocardial infarction,
severe hypoperfusion corditions due to
cardiogenic shock

Natuan (Procarbazine HQI 50 tablets of 50
mg which is used for treatment of HodgkinOs
lymphoma and other mghant mphomas;

Nicetile (Acetyl L-Carnitine) 30 tablet$00
mg which is used for chemothemapnduced
peripherd neuropaty; and

Nicetile (Acetyl L-Carnitine) irjectable of 500
mg which is usa@ for chemoherap induced
peripheral neuropath

the distributiongeeement dated 13 December 2006
entered into between the Company and Sigma-Tau
Industrie in relation to the supplof the Existimg
Products by Sigma-Tau lmustie to he Compayp,
as amended by two amendment agreements dated 14
Februay 2008 and 7 My 2008, respectivgl
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OPRCO the R@eOs Raublic of China which, for theurpose
of this announcement, elkades Hom Kong, Macau
Spedal Administratve Regon o the PRC ad Taiwan

OPrductsO tie EXsting Praducts aml the New Pralucts

OSFOO means the Security Futures Ordinance (Clhaptef
the laws d Hong Kong)

OSigma-TauO Sigma-Tau Finanziaria SpA, a company organized
and existing under the laws d Italy and the utimate
holding company bthe Sgma-Tau Grop

O$gma-Tau ImustieO ®yma-Tau lmustie Farmaceuthe Runite SpA, a
company orgaized and existing urder the laws d Italy
and a member of the Sigma-Tau Group

OSgma-Tau GroupO i@ma-Tau ad its swsidiaries

O%aresO alinary share(s)in the share captal of the Compaw
with a nominal value of HEK0.05 eab

O%areholdersO tie shareholder(s) d the Compan

OStock ExchangeO The Stock Exchange of Hong Kong Himite
OTeritoryO lhe PRC, Hong Kong affor Macau
OTraemakO include the trademaks:

(a) Carritene ard its Chinese veri®n B  a:
registeral in the PRC; ad

(b) Carnita as registered in Hong Kong

in the name 6 Sigma-Tau lwustrie ard/or any oher
trademark(s) also in the form of Chinese characters
chosen atlie sde discreton ard registeral in the name

of Sigma-Tau lmdustie in the Teritory to be use to
identify the Products in the Territpr
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O0%0 Per cent

Fore reference only, an exchange rate of$#iK50 to EUR1.00 has been used for the
conversion of EUR to HE& for thepurpose this announcement

By order o the Boad
Lee’s Pharmaceutical Holdings Limited
Lee Siu Fong
Chairman

Hong Kong, 24 Noventer 2009
*  For identification purpose only

As at he date d this announcement, Ms. Lee Siu Fong, Ms.laleetsughakun Wanee
and Dr. Li Xiaoyi are executive Directors; Mr. Mauro Bove is non-executive Director;
Dr. Chan Yau Qing, Bab, Mr. Lam Yat ®eorg and Dr. Tsim Wa Keurg, Karl are
indeperdent non-executive Directars

This announcement, for mch the Directors cdlectivdy ard individually accept fl
responshility, includes particdars given in comipance wit the GEM Listing Rlesfor

the purpose of giving information with regard to the Company. The Directors, having
made dl reason®le erguiries, confirm bhat, to the best of heir knowedge ard belief: (i)

the information containd in this announcement is accuratecanompete in d materid
respects and not misleading; (ii) there are no other matters the omission of which would
make ary statement inhis announcement misading; and (iii) all opinions expresske

in this announcemerttave been arrivel at after due ard careful consderation ard are
founded on bases and assumptions that are fair and reasonable.

This announcement Wiremain on he GEM wésite at wwwhkgem.com onhe OLatest

Company AnnouncementsO page for at least 7 days from the date of its posting and on
the website of he Company at ww¥eesmarm.com
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