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ANNOUNCEMENT ON
THE ADJUSTMENT TO THE OFFERING SIZE

OF THE PROPOSED NON-PUBLIC ISSUANCE OF NEW A SHARES
References are made to the (i) announcements dated 8 October 2015 and 4 February 2016; (ii) the circular dated 14 December 2015 (the “Circular”); (iii) the supplemental circular dated 11 February 2016 and (iv) the poll results announcement dated 29 December 2015 and 26 February 2016 made by Shandong Xinhua Pharmaceutical Company Limited (the “Company”) in relation to, among other things, the Proposed Placing (as disclosed in the Circular). Unless otherwise defined, capitalised terms used in this announcement shall have the same meanings as those defined in the Circular.

Resolutions in relation to the Proposed Placing were considered and approved by the Board on 8 October 2015 and by the Shareholders at the EGM held on 29 December 2015, respectively, pursuant to which the Company proposed to issue no more than 77,000,000 new A Shares at the Subscription Price to the Subscribers, with the maximum amount of gross proceeds to be raised from the Proposed Placing amounting to RMB720.72 million.  

Having considered the situation of the Company as well as the capital market as a whole, the Board considered and approved the following adjustments (the “Adjustments”) to the Proposed Placing on 24 March 2016, with details as follows:

I. ADJUSTMENT TO THE TARGET SUBSCRIBERS
Termination of SKS Assets Management Limited Subscription Agreement 
Having considered the Company’s actual situation and the condition of the capital market, and subsequent to amicable negotiation, the Company entered into a termination agreement (“Termination Agreement”) relating to the SKS Assets Management Limited Subscription Agreement with SKS Assets Management Limited on 24 March 2016. Pursuant to the Termination Agreement, the SKS Assets Management Limited Subscription Agreement shall be terminated with immediate effect and SKS Assets Management Limited agreed that it would no longer participate in the Proposed Placing.

As a result, the number of the Subscribers will reduce from 5 to 4. Corresponding adjustments to the offering size under the Proposed Placing (as set out below) will also be made.

The Board considered that the Adjustments are in line with the circumstances of the Company and are reasonable and will be in the long-term interest of the Company and its Shareholders as a whole.
II. ADJUSTMENT TO THE NUMBER OF NEW A SHARES TO BE ISSUED AND THE AMOUNT OF GROSS PROCEEDS RAISED
As a result of the adjustments, the number of new A Shares to be issued under the Proposed Placing shall be adjusted to 67,000,000 Shares. The number of new A Shares to be issued to each of the Subscribers upon completion of the Adjustments shall be, for illustrative purposes only, as follows:

	
	
	
	
	
	
	
	
	
	

	
	
	Subscription Amount
	
	No of A Shares to be Subscribed
	
	% of the Enlarged Issued Share Capital of the Company upon Completion of the Proposed Placing



	No.
	Subscriber
	Prior to Adjustments (RMB)
	After Adjustments (RMB)
	
	Prior to Adjustments (Share)
	After Adjustments (Share)
	
	Prior to Adjustments (%)
	After Adjustments (%)

	
	
	
	
	
	
	
	
	
	

	1
	Employee Stock Ownership Scheme

	35,047,584
	35,047,584
	
	3,744,400
	3,744,400
	
	0.70%
	0.71%

	2
	SJY Industrial Fund LLP

	199,929,600
	199,929,600
	
	21,360,000
	21,360,000
	
	4%
	4.07%

	 3
	SKS Fund
	93,600,000
	-   
	
	10,000,000
	              -   
	
	1.87%
	0.00%

	4
	BXC Fund
	199,929,600
	199,929,600
	
	21,360,000
	21,360,000
	
	4%
	4.07%

	5
	CBR Fund
	192,213,216
	192,213,216
	
	20,535,600
	20,535,600
	
	3.84%
	3.92%

	
	Total
	720,720,000
	627,120,000
	
	77,000,000
	67,000,000
	
	14.41%
	12.78%


III. ADJUSTMENTS TO THE USE OF PROCEEDS
Before the Adjustments to the Proposed Placing, the maximum amount of gross proceeds to be raised from the Proposed Placing would be RMB720.72 million.  After deducting all related expenses incurred, it was intended that RMB650.00 million out of the net proceeds would be allocated to repay existing bank borrowings and the remaining part of the net proceeds would be used for replenishment of working capital.

After the Adjustments to the Proposed Placing, the maximum amount of gross proceeds to be raised from the Proposed Placing will be RMB627.12 million.  It is intended that after deducting all related expenses incurred, RMB550.00 million out of the net proceeds will be allocated to repay existing bank borrowings and the remaining part of the net proceeds will be used for replenishment of working capital.

IV. UPDATES ON THE DILUTIVE IMPACT ON THE CURRENT RETURNS BY THE PROPOSED PLACING AFTER ADJUSTMENTS
Given the reduced maximum amount of the gross proceeds upon the Adjustments to the Proposed Placing, the Company has updated the impact of the Proposed Placing on the key financial indicators as follows:
1. The following are the assumptions made in estimating the impact of dilution on current returns by the Proposed Placing:

i. The Proposed Placing will be completed in June 2016, which is an estimate only, and the actual timing of completion will be subject to the approval of the Proposed Placing by the CSRC.
ii. Without considering the distribution costs, the final size of issue under the Proposed Placing will be 67,000,000 A Shares, being the maximum number of A Shares that may be issued under the Proposed Placing (subject to the actual size of issue as approved by the CSRC) and the total amount of proceeds to be raised by the Company under the Proposed Placing will be RMB627,120,000, being the maximum amount of proceeds expected to be raised under the Proposed Placing.
iii. According to the Company’s positive profit alert for year 2015, the net profit attributable to the shareholders of the Company in 2015 would amount to between RMB76,087,500 and RMB91,305,000. On this basis, assuming that (1) the net profit attributable to the owners of the Company (after deducting non-recurring profits of the Company in 2015) will amount to RMB54,353,300, which is arrived at by deducting the non-recurring profits (after tax) of the Company of RMB21,734,200 per the unaudited 2015 third quarter results of the Company from the net profit attributable to the owners of the Company of RMB76,087,500 indicated in the positive profit alert, and that (ii) after deducting the non-recurring profits/losses in 2016, the net profits attributable to equity holders of the Company will fall within the following three conditions:
a) increase by 20% as compared to 2015;
b) remain at the same level as that of 2015;
c) decrease by 20% as compared to 2015;
iv. That the impacts of the proceeds from the Proposed Placing on the Company’s operation and financial positions (such as finance costs and gains on wealth management) are not to be taken into consideration.
v. There will be no material adverse change to the macro-economic environment and the industry in which the Company operates.
vi. In estimating the net assets of the Company after the Proposed Placing, the impacts of the factors other than the proceeds and the net profit on the net assets of the Company will not be taken into account.
vii. The above assumptions are solely made for the purpose of estimating the impact of the dilution on current return arising from the Proposed Placing on the key financial indicators of the Company, representing neither the Company’s judgment on its operating conditions and trends in 2016 nor the Company’s profit forecasts. Investors should not make investment decisions in reliance thereon. The Company will not be held liable for any loss arising from investment decisions made by an investor based on such assumptions and analysis.
2. The impact on the financial indicators of the Company

Based on the aforesaid assumptions and explanations, the Company has updated the impact of the Proposed Placing on the key financial indicators, details of which are as follows:
	Item
	For 2015/As at 31 December 2015
	For 2016/As at 31 December 2016
(excluding the impact of the
Proposed Placing)
	For 2016/As at 31 December 2016
(including the impact of the
Proposed Placing)

	1.  Basic assumptions

	Total share capital (0’000 shares)
	45,731.28
	45,731.28
	52,431.28

	Total proceeds from the Proposed
Placing (RMB0’000)
	62,712

	Estimated completion date of the
Proposed Placing
	June 2016

	Equity attributable to the owners of the Company at the beginning of the period (RMB0’000)
	182,069.02         
	188,763.14
	188,763.14

	2.   Assuming that net profit attributable to the shareholders of the Company after deducting non-recurring profits/losses increases by 20%

	Equity attributable to the owners of the Company at the end of the period (RMB0’000)
	188,763.14
	194,370.91
	257,082.91

	Net profit attributable to the owners of the Company after deducting non-recurring profits/losses (RMB0’000)
	5,435.33
	6,522.40
	6,522.40

	Basic earnings per share (RMB)
	0.12
	0.14
	0.13

	Diluted earnings per share (RMB)
	0.12
	0.14
	0.13

	Net assets per share (RMB)
	4.13
	4.25
	4.90

	Weighted average return on equity
	2.95%
	3.40%
	2.92%

	Fully diluted earnings per share (RMB)
	0.12
	0.14
	0.12

	Fully diluted return on equity
	2.88%
	3.36%
	2.54%


	Item
	For 2015/As at 31 December 2015
	For 2016/As at 31 December 2016
(excluding the impact of the
Proposed Placing)
	For 2016/As at 31 December 2016
(including the impact of the
Proposed Placing)

	3.  Assuming that net profit attributable to the shareholders of the Company after deducting non-recurring profits/losses remains stable

	Equity attributable to the owners of the Company at the end of the
period (RMB0’000)
	188,763.14
	193,283.84
	255,995.84

	Net profit attributable to the owners of the Company after deducting non-recurring profits/losses
(RMB0’000)
	5,435.33
	5,435.33
	5,435.33

	Basic earnings per share (RMB)
	0.12
	0.12
	0.11

	Diluted earnings per share (RMB)
	0.12
	0.12
	0.11

	Net assets per share (RMB)
	4.13
	4.23
	4.88

	Weighted average return on equity
	2.95%
	2.84%
	2.44%

	Fully diluted earnings per share (RMB)
	0.12
	0.12
	0.10

	Fully diluted return on equity
	2.88%
	2.81%
	2.12%

	4.   Assuming that net profit attributable to the shareholders of the Company after deducting non-recurring profits/losses decreases by 20%

	Equity attributable to the owners of the Company at the end of the period (RMB0’000)
	188,763.14
	192,196.77
	254,908.77

	Net profit attributable to the owners of the Company after deducting non-recurring profits/losses (RMB0’000)
	5,435.33
	4,348.26
	4,348.26

	Basic earnings per share (RMB)
	0.12
	0.10
	0.09

	Diluted earnings per share
	0.12
	0.10
	0.09

	Net assets per share (RMB)
	4.13
	4.20
	4.86

	Weighted average return on equity
	2.95%
	2.28%
	1.96%

	Fully diluted earnings per share (RMB)
	0.12
	0.10
	0.08

	Fully diluted return on equity
	2.88%
	2.26%
	1.71%


Notes:
1. Pursuant to the requirements of the Guidance Opinion on Matters pertaining to Dilution of Return for the Current Period Resulting from Initial Offering and Refinancing or Material Asset Restructuring, the basic earnings per share and diluted earnings per share are calculated in accordance with the Compilation Rules for Information Disclosures by Companies Offering Securities to the Public No. 9 – Calculation and Disclosure of Return on Equity and Earnings per Share (2010 Revision)《公開發行證券的公司信息披露編報規則第9號-淨資產收益率和每股收益的計算及披露》(2010修訂). The net profit attributable to the Company should exclude the influence of extraordinary items. According to the positive profit alert in respect of year 2015, the net profit is expected to be RMB76,087,500 to RMB91,305,000; for the purpose of the present calculation, the low-end of estimate net profit of RMB76,087,500 is used.
2. The above assumptions are solely made for the purpose of estimating the impact of the dilution on current returns as a result of the Proposed Placing on the main financial indicators of the Company and do not represent the Company’s view of its profits in 2016 nor the Company’s judgment on its operating conditions and trends in 2016. Investors should not make investment decisions in reliance thereon. The Company will not be held liable for any loss arising from investment decisions made by an investor based on such assumptions and analysis.
3. In the above estimate, it is assumed that the proceeds from the Proposed Placing will be received in June 2016.
4. In the above estimate, the time of profit distribution for year 2016 will be in August 2016, and the amount of equity allocation will be the same as that in year 2015.
5. In the above estimate, adjustments have been made to the calculation of the earnings per share in accordance with the “Accounting Standards for Business Enterprises No. 34 – Earnings per Share” (《企業會計準則第34 號– 每股收益》) and the Compilation Rules for Information Disclosures by Companies Offering Securities to the Public No. 9 – Calculation and Disclosure of Return on Equity and Earnings per Share (2010 Revision) (《公開發行證券的公司信息披露編報規則第9 號-淨資產收益率和每股收益的計算及披露》(2010 修訂)). Return on equity has been computed and adjusted in accordance with the Compilation Rules for Information Disclosures by Companies Offering Securities to the Public No. 9 – Calculation and Disclosure of Return on Equity and Earnings per Share (2010 Revision) (《公開發行證券的公司信息披露編報規則第9 號-淨資產收益率和每股收益的計算及披露》)(2010修訂).
6. In the above estimate, the fully diluted earnings per share are calculated by dividing the profit for the year by the total number of shares at the end of the year. The fully diluted return on equity is calculated by dividing profit for the year by the equity attributable to the owners of the Company at the end of the year.
V. OTHERS
Save for the above Adjustments, there is no other adjustment to the Proposed Placing.  If there is any ex-right event (such as declaration of dividend, bonus issue or capitalization of capital reserves) to the Company between the Price Determination Date and the date of issue of A Shares under the Proposed Placing, the Subscription Price and the number of new A Shares to be issued by the Company under the Proposed Placing will be adjusted in accordance with the relevant requirements.
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