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DISCLOSEABLE TRANSACTION

EXPROPRIATION AND COMPENSATION OF PROPERTIES
	The Board of the Company is pleased to announce that on 30 July 2015, the Company and Zibo Central Business District Urban Renewal Office entered into a Premises Expropriation and Monetary Compensation Agreement pursuant to which the Properties are expropriated by the Zibo CBD Urban Renewal Office from the Company at the Compensation amount of RMB16,988,000.

As one of the applicable percentage ratios under Rule 14.07 of the Listing Rules in respect of the Premises Expropriation is more than 5% but less than 25%, the Premises Expropriation constitutes a discloseable transaction and is subject to notification and announcement requirements, but is exempted from Shareholders’ approval requirement under Chapter 14 of the Listing Rules.



INTRODUCTION
The Board is pleased to announce that on 30 July 2015, the Company and Zibo Urban Renewal Office entered into the Expropriation and Compensation Agreement pursuant to which the Properties will be expropriated by the Zibo Urban Renewal Office from the Company for a Compensation amount of RMB16,988,000.
THE EXPROPRIATION AND COMPENSATION AGREEMENT

Date

30 July 2015
Parties
(1) 

The Company

(2) 

Zibo Urban Renewal Office
To the best of the Directors’ knowledge, information and belief, having made all reasonable enquiries, Zibo Urban Renewal Office and its ultimate beneficial owner are third parties independent of the Company and its connected persons.
Subject Assets

The Properties being expropriated under the Expropriation and Compensation Agreement consist of a piece of state-owned Land with an area of 5,578.10 square meters, held by the Company and located at 14 Dong Yi Road, Zhangdian District (with the land certificate No. of Zi Guo Yong [2001] Zi No.A00607), together with the buildings (with Zibo Real Estate Certificate Zi (淄博市房產證字) Nos. 01-0009955, 01-0009956 and 01-0009961) and fixtures erected thereon. 
The Land is for industrial use. 
Compensation 
The Compensation for the Premises Expropriation in the amount of RMB16,988,000 in cash shall be payable by Zibo Urban Renewal Office to the Company by way of one-off payment to be made on or before 31 August 2015 .
The Compensation for the Premises Expropriation was determined based on the Appraisal Reports pursuant to which, as at the Appraisal Date, the appraised value of the Land and the buildings and fixtures erected thereon was RMB16,988,000.
Completion
The Properties shall be delivered to Zibo Urban Renewal Office by the Company within 5 days after receipt of the Compensation by the Company. 
FINANCIAL IMPACT OF THE PREMISES EXPROPRIATION AND USE OF PROCEEDS

As at 30 June 2015, the net book value of the Properties was RMB565,000, inclusive of the net book value of Land as well as that of the buildings and fixtures erected thereon.  Upon Completion, a gain in the estimated sum of approximately RMB16,423,000 before tax and expenses is expected to accrue to the Company as a result of the Premises Expropriation.
It is intended that the net proceeds in respect of the Premises Expropriation are to be used for business development if and when it arises in future and as general working capital of the Company.

REASONS FOR THE PREMISES EXPROPRIATION
Zibo Urban Renewal Office reclaims the land use rights of the Land, together with the buildings and fixtures erected thereon in accordance with the Zibo urban construction plan and pursuant to the relevant requirements of the Regulation on Expropriation of and Compensation for Premises on State-owned Land (国有土地上房屋征收与补偿条例). The Company has completed its office and factory relocation from the Properties. 

The Directors considers that it is a good opportunity for the Company to dispose of the Properties to increase the working capital of the Company as well as to activate idle assets.  The Directors believe that the terms of the Premises Expropriation are fair and reasonable and are in the interests of the Shareholders and the Company as a whole.
LISTING RULES IMPLICATIONS 

As one of the applicable percentage ratios under Rule 14.07 of the Listing Rules in respect of the Premises Expropriation is more than 5% but less than 25%, the Premises Expropriation constitutes a discloseable transaction and is subject to notification and announcement requirements, but is exempted from Shareholders’ approval requirement under Chapter 14 of the Listing Rules.

GENERAL INFORMATION

Information of the Company
The Company is mainly engaged in the development, manufacture and sales of bulk pharmaceuticals, preparations and chemicals products.
Information of Zibo Urban Renewal Office
Zibo Urban Renewal Office is an administrative institution under the Zibo municipal government. It is principally engaged in the coordination of urban renewal projects in the Zibo central business district and related matters regarding demolitions, relocation and compensation. 

DEFINITIONS

In this announcement, unless the context requires otherwise, the following expressions have the following meanings:

	“Appraisal Date”
	11 June 2014

	“Appraisal Report”
	the Premises Expropriation and Compensation Appraisal Report (Zi Zhong Fang Gu Zi No. H1048-3) issued by Zibo Zhongzheng Real Estate Appraisal Co., Ltd.

	“Board”
	the board of Directors of the Company

	“Company”
	山東新華製藥股份有限公司 (Shandong Xinhua Pharmaceutical Company Limited), a joint stock company incorporated in the PRC with limited liability

	“Completion”
	the completion of the Premises Expropriation in accordance with the Expropriation and Compensation Agreement

	“connected person”
	has the meaning ascribed to it under the Listing Rules

	“Compensation”
	the total monetary compensation for the Premises Expropriation payable by Zibo Urban Renewal Office to the Company under the Expropriation and Compensation Agreement

	“Directors”
	the directors of the Company

	“Expropriation and Compensation Agreement”
	the agreement on the expropriation of the Properties and the compensation therefor entered into between the Company and Zibo Urban Renewal Office on 30 July 2015

	“Hong Kong”
	the Hong Kong Special Administrative Region of the PRC

	“Hong Kong Stock Exchange”
	The Stock Exchange of Hong Kong Limited

	“Land”
	a piece of state-owned land with an area of 5,578.10 square meters, located at 14 Dong Yi Road, Zhangdian District (with the land certificate No. of Zi Guo Yong [2001] Zi No.A00607)

	“Listing Rules”
	the Rules Governing the Listing of Securities on the Hong Kong Stock Exchange

	“PRC”
	the People’s Republic of China, which for the purpose of this announcement shall exclude Hong Kong, the Macau Special Administrative Region of the People’s Republic of China and Taiwan

	“Premises Expropriation”
	the expropriation of the Properties by Zibo Urban Renewal Office from the Company pursuant to the terms and conditions of the Expropriation and Compensation Agreement

	“Properties”
	the Land together with the buildings (with Zibo Real Estate Certificate Zi (淄博市房產證字) Nos. 01-0009955, 01-0009956 and 01-0009961) and fixtures erected thereon

	“RMB”
	Renminbi, the lawful currency of the PRC for the time being

	“Shareholders”
	the shareholders of the Company

	“Zibo Urban Renewal Office”
	淄博市中心城區舊城改造辦公室 (Zibo Central Business District Urban Renewal Office), an administrative institution under the Zibo municipal government


This announcement is prepared in both Chinese and English. In the event of any discrepancy between the two versions, the Chinese version shall prevail.
                              By Order of the Board

Shandong Xinhua Pharmaceutical Company Limited

Zhang Daiming

Chairman
30 July 2015, Zibo, PRC
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