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VOLUNTARY ANNOUNCEMENT

UPDATE ON THE RECENT DEVELOPMENT OF

DISCLOSEABLE AND CONNECTED TRANSACTION

IN RELATION TO XINCAT PHARMACEUTICAL ACQUISITION
This announcement is made by Shandong Xinhua Pharmaceutical Company Limited (the “Company”, together with its subsidiaries, the “Group”) on a voluntary basis. 
Reference is made to the announcement (the “Announcement”) of the Company dated 29 January 2014 and the circular (the “Circular”) of the Company dated 3 March 2014 in relation to the Xincat Pharmaceutical Acquisition and the subsequent announcement in relation to the EGM resolution. Capitalised terms not defined herein bear the same meanings as those defined in the Circular and the Announcement.
The purpose of this announcement is to keep the shareholders and potential investors of the Company informed of the latest development in relation to the Xincat Pharmaceutical Acquisition.
The Xincat Pharmaceutical Acquisition
At the EGM held on 18 March 2014, a resolution was passed by the Shareholders to approve the bidding by the Company of the 40% of the equity interest in Xincat Pharmaceutical (the “Relevant Equity Interest”) at a price of not more than RMB112 million at the Shandong Property Right Exchange Center ( 山東產權交易中心) and upon such bidding being successful, the entering into the Acquisition Agreement in respect of the Relevant Equity Interest between the Company and Hualu Holdings and the transactions contemplated thereunder.

As disclosed in the Announcement and the Circular, the tender process of the Shandong Property Right Exchange Center provided that if the Company succeeded in the bidding, the Company would be required to enter into the Acquisition Agreement and proceed with the Xincat Pharmaceutical Acquisition (the “Procedure”) as follows:

a. within 2 working days of the confirmation of the successful bidding of the Relevant Equity Interest by the Company, the Company would enter into the Acquisition Agreement with Hualu Holdings; and
b. within 2 working days after the entering into of the Acquisition Agreement, the Company would have to pay the balance of the purchase price into the account designated by Shandong Property Right Exchange Center.
In view of the Procedure set out above, the Company applied to the Stock Exchange for and was granted a waiver from strict compliance with Rules 14.34 and 14A.47 of the Listing Rules. On 18 March 2014, the Company obtained a prior mandate from the Shareholders at the EGM to bid for the Relevant Equity Interest at the maximum bidding price of not more than RMB112 million. 
UPDATE ON THE RECENT DEVELOPMENT OF THE TENDER PROCESS

The tender process in relation to the Relevant Equity Interest is still ongoing and the bidding of the Relevant Equity Interest has not yet taken place.

Separately, it has recently come to the attention of the Company that another proposed transferee (an independent third party) (the “Independent Third Party”) has emerged during the tender process of the Relevant Equity Interest. As the Company’s intended maximum bidding price has been disclosed publicly in the Circular and the Announcement, the Company considers it has been put at a disadvantage position when competing with the Independent Third Party in the bidding. 

Moreover, the Company has recently been informed that the Procedure has been amended. Under the amended Procedure, in case the Company succeeds in the bid, the Acquisition Agreement to be entered into between the Company and Hualu Holdings may be subject to Shareholders’ approval. Accordingly, the transaction under the Acquisition Agreement will only proceed and the balance of the purchase price shall only be paid after Independent Shareholders’ approval (if applicable) has been obtained.
In view of the above and taking into account the current business of Xincat Pharmaceutical, the Board resolved on 25 August 2014 that a member of the Board or a member of the management of the Company be authorised to bid for the Relevant Equity Interest at an appropriate price (which may or may not exceed RMB112 million), taking into consideration development during the bidding period and the principle to act in the best interests of the Company and its Shareholders as a whole. In the event the Company successfully bids the Relevant Equity Interest at a price exceeding RMB112 million, the Company will comply with the relevant disclosure and/or shareholders’ approval requirements under Chapter 14 and Chapter 14A of the Listing Rules as well as the listing rules of the Shenzhen Stock Exchange.
GENERAL
Shareholders of the Company and potential investors should note that the Xincat Pharmaceutical Acquisition may or may not proceed and are advised to exercise caution when dealing in the securities of the Company.
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