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山東新華製藥股份有限公司
Shandong Xinhua Pharmaceutical Company Limited
(a joint stock company established in the People’s Republic of China with limited liability)

(Stock Code：0719)

ANNOUNCEMENT  
IN RELATION TO A PROPOSED EQUITY ACQUISITION OF A SUBSIDIARY OF THE ACTUAL CONTROLLER
This announcement is made pursuant to Rule 13.09 of the Rules Governing the Listing of Securities on The Stock Exchange of Hong Kong Limited (the “Listing Rules”). 
In accordance with the requirements and spirit of the State-owned Asset Supervision and Administration Commission of Shandong Province (“Shandong SASAC”) in relation to the promotion of adjustment and restructuring of enterprises owned by enterprises managed by the provincial government, Hualu Holdings Co., Ltd. (“Hualu Holdings”), the actual controller of Shandong Xinhua Pharmaceutical Co., Ltd. (the “Company”)，proposes to transfer (the “Proposed Share Transfer”) its state-owned equity, being 80% of the registered capital in its subsidiary, Shandong Zibo Xincat Pharmaceutical Co., Ltd. (“Xincat Pharmaceutical”). Xincat Pharmaceutical engages mainly in the research and development, production and sales of pharmaceutical preparation. The unaudited figures of Xincat Pharmaceutical for 2011 show that it has total assets of RMB 157.58 million, net assets of RMB 95.22 million, revenues of RMB 253.02 million and a net profit of RMB 25.44 million.
With a view to becoming a larger and stronger listed company, the Company proposes to acquire the state-owned equity in Xincat Pharmaceutical (the “Intended Acquisition”).  The Intended Acquisition may or may not proceed. The Proposed Share Transfer is conditional upon the performance by Hualu Holdings of the relevant stipulations and procedures applicable to its disposal of state-owned property rights and the approval of Shandong SASAC. The Intended Acquisition is not legally binding on the Company and there has been no negotiation between the parties in relation to the terms of the Intended Acquisition.  Investors and shareholders are advised to exercise caution when dealing in the shares of the Company. 
Hualu Holdings is the controlling shareholder of Shandong Xinhua Phamaceutical Group Co., Ltd., which has 36.32% equity interest in the Company and as such, Hualu Holdings is a connected person of the Company. If the Intended Acquisition is approved, it will be a connection transaction under the Listing Rules. 

A valuation will be conducted in relation to the Proposed Share Transfer to determine the consideration (the “Consideration”) thereof. Upon confirmation of the Consideration by Shandong SASAC, a board meeting of the Company will be held to review and approve the Intended Acquisition (in which interested directors will abstain from voting). Subject to such board approval and, if required, the Intended Acquisition will be submitted for independent shareholders’ approval in an extraordinary general meeting. 
Further announcement(s) will be made by the Company in accordance with the Listing Rules and all other applicable requirements.

BY ORDER OF THE BOARD OF DIRECTORS
Shandong Xinhua Pharmaceutical Company Limited                                                               Mr. Zhang Daiming

Chairman of the Board
14 March 2012, Zibo, PRC
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