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ANNOUNCEMENT ON THE ADJUSTMENTS
TO THE PROPOSED NON-PUBLIC ISSUANCE OF A SHARES
Reference is made to the circular (the “Circular”) of Shandong Xinhua Pharmaceutical Company (the “Company”) dated 14 December 2015 and the announcements, supplemental circular and disclosures of the Company since 8 October 2015 in relation to the proposed non-public issuance and placing of A Shares of the Company (the “Proposed Placing”). Unless otherwise indicated, the capitalised terms used in this announcement shall have the same meaning as those defined in the Circular.
In the fourth extraordinary meeting of the eighth session of the Board for the year 2016 (the “Meeting”), the Board considered and approved, among other things, the following adjustments (collectively, the “Adjustments”) to the Proposed Placing.
1. ADJUSTMENTS TO THE SUBSCRIPTION PRICE AND THE NUMBER OF NEW A SHARES TO BE ISSUED AS A RESULT OF THE 2015 PROFIT DISTRIBUTION PLAN
As disclosed in the Circular, not more than 77,000,000 A Shares, representing total gross proceeds of approximately RMB 720.72 million, will be issued by the Company under the Proposed Placing.  It was disclosed in the Circular that, if there is any ex-dividend or ex-rights event (such as distribution of dividend, bonus issuance or capitalisation of capital reserves) to the Company between the Price Determination Date and the date of issuance of A Shares under the Proposed Placing, the Subscription Price and the number of A Shares to be issued by the Company under the Proposed Placing shall be adjusted in accordance with the Price Adjustment and the Share Adjustment respectively.

As disclosed in the announcement of the Company dated 24 March 2016, the number of A Shares to be issued and the total gross proceeds under the Proposed Placing were reduced to 67,000,000 Shares and RMB627.12 million respectively in view of the termination of the SKS Assets Management Limited Subscription Agreement.
The profit distribution plan and the declaration of final dividend of the Company for the year 2015 were considered and approved at the annual general meeting of the Company on 29 June 2016, pursuant to which the Company had distributed a final dividend of RMB0.02 (tax included) per Share, based on the total numbers of issued Shares at the end of year 2015 (457,312,830 Shares).    
1.1 Price Adjustment

Upon completion of the 2015 profit distribution plan of the Company, the Subscription Price and the number of A Shares to be issued under the Proposed Placing will be adjusted in accordance with the with the Price Adjustment as follows:

Adjusted Subscription Price
= Subscription Price  – dividend per Share


= RMB 9.36 per A Share – RMB0. 02 per Share

= RMB 9.34 per A Share

1.2 Share Adjustment

Before the abovementioned Price Adjustment, 67,000,000 A Shares were expected to be issued by the Company under the Proposed Placing.  As a result of the abovementioned Price Adjustment, the number of A Shares to be issued under the Proposed Placing will be adjusted to 67,143,466 A Shares in accordance with the Share Adjustment, the calculation of which is set out as follows:
	Number of A Shares to be issued after adjustment to the Subscription Price 


	=
	Subscription amount prior to the Share Adjustment ÷ adjusted Subscription Price

	
	=
	RMB627,120,000 /  RMB 9.34

	
	=
	67,143,466 Shares (rounded down to the nearest Share)


As a result of the abovementioned Price Adjustment and Share Adjustment, the number of A Shares to be issued to each of the subscribers upon completion of the Proposed Placing will be, for illustrative purposes only, as follows:

	
	
	Subscription amount
	
	Number of new A Shares to be subscribed
	
	Percentage of the total numbers of Shares in issue upon completion of the Proposed Placing



	No.
	Subscriber
	Original subscription amount

 (RMB)
	After adjustment as a result of 2015 profit distribution plan 
(RMB)
	
	Original new A Shares to be subscribed (Share)
	After adjustment as a result of 2015 profit distribution plan
 (Share) 
	
	Original percentage (%)
Note1
	After adjustment as a result of 2015 profit distribution plan
 (%)
Note2


	
	
	
	
	
	
	
	
	
	

	1
	Employee Stock Ownership Scheme

	35,047,584
	35,047,584
	
	3,744,400
	3,752,417
	
	0.71
	0.72

	2
	SJY Industrial Fund LLP

	199,929,600
	199,929,600
	
	21,360,000
	21,405,738
	
	4.07
	4.08

	3
	BXC Fund / 北京信誠達融資產管理有限公司私募投資1號基金(BXC Assets Management Limited Private Investment Fund No.1*) Note3

	199,929,600
	199,929,600
	
	21,360,000
	21,405,738
	
	4.07
	4.08

	4
	CBR Fund / 重慶寶潤私募投資1號基金 (CBR PI Fund No.1*)  Note4
	192,213,216
	192,213,216
	
	20,535,600
	20,579,573
	
	3.92
	3.92

	
	Total
	627,120,000
	627,120,000
	
	67,000,000
	67,143,466
	
	12.78%
	12.80%


Notes:

1. Before the Price Adjustment and the Share Adjustment consequent on the 2015 profit distribution plan of the Company, the total number of Shares in issue upon completion of the Proposed Placing would have been 524,312,830 Shares.
2. After the Price Adjustment and the Share Adjustment consequent on the 2015 profit distribution plan of the Company, the total number of Shares in issue upon completion of the Proposed Placing is expected to be 524,456,296 Shares.
3. As disclosed in the Circular, BXC Assets Management Limited will establish a fund (defined as “BXC Fund” in the Circular) to subscribe for the specified amount of A Shares to be issued under the Proposed Placing in accordance to the BXC Assets Management Limited Subscription Agreement; On 27 July 2016, BXC Assets Management Limited Private Investment Fund No.1 (“BXC PI Fund No.1”) was established for this purpose..
4. As disclosed in the Circular, CBR Investment Fund Management Limited will establish a fund (defined as “CBR Fund” in the Circular) to subscribe for the specified amount of A Shares to be issued under the Proposed Placing in accordance to the CBR Investment Fund Management Limited Subscription Agreement; on 7 September 2016, CBR PI Fund No.1 (together with Employee Stock Ownership Scheme, SJY Industrial Fund LLP and BXC PI Fund No. 1, collectively the “Subscribers”) was established for this purpose.

2. ADJUSTMENT OF THE PRICE ADJUSTMENT MECHANISM AND SHARE ADJUSTMENT MECHANISM AT THE REQUEST OF CSRC
The Board has in response to the request of CSRC resolved at the Meeting to adopt a supplemental measure in respect of Price Adjustment mechanism and Share Adjustment mechanism as follows:
Price Adjustment mechanism
Where the Subscription Price is less than 70% of the average trading price (the “20-day Average Trading Price”) per A Share for the 20 trading days prior to the first day of the issuance period (the “First Issuance Day”) of the new A Shares under the Proposed Placing, the Subscription Price will be adjusted to a level that is equivalent to 70% of the 20-day Average Trading Price (the 20-Day Average Trading Price will be the quotient of the total transaction value of A Shares for the 20 trading days prior to the First Issuance Day divided by the total trading volume of A Shares for the 20 trading days prior to the First Issuance Day). 
Share adjustment mechanism
Where the Subscription Price is less than 70% of the 20-day Average Trading Price prior to the First Issuance Day, the Subscription Price will be adjusted to 70% of the 20-day Average Trading Price in accordance with the Price Adjustment and the number of new A Shares to be issued under the Proposed Placing will be adjusted accordingly (number of new A Shares to be issued under the Proposed Placing will be the quotient of the subscription amount divided by the Subscription Price after Price Adjustment).
3. OTHERS
Save as disclosed in this announcement, there are no other changes to the Proposed Placing. The Adjustments are for the purposes of reflecting the impact of the 2015 profit distribution plan of the Company, responding to the regulatory updates of the CSRC and avoiding the possibility of serious deviation of the Subscription Price from the market price of the Shares and do not involve any material amendments to the Proposed Placing.  All Directors who are interested in the Proposed Placing have not voted in the Meeting.

For the purpose of reflecting the Adjustments, the Plan of the Non-Public Issuance of A Shares of the Company, the draft Employee Stock Ownership Scheme, the Feasibility Report on the Use of Proceeds from the Proposed Placing and the Remedial Measures in Relation to Dilution on Current Returns by the Proposed Placing will be updated and  supplemental agreements to the Employee Scheme Subscription Agreement, the SJY Industrial Fund LLP Subscription Agreement, BXC Assets Management Limited Subscription Agreement and CBR Investment Fund Management Limited Subscription Agreement will be entered into between the Company and each of the respective Subscribers.  
The Proposed Placing is conditional on, amongst things, the obtainment of the approvals of CSRC and the State-owned Assets Supervision and Administration Commission of Shandong Provincial People’s Government. It remains uncertain whether the Proposed Placing would obtain the approval of CSRC and the State-owned Assets Supervision and Administration Commission of Shandong Provincial People’s Government and Shareholders and investors are advised to exercise caution when dealing in or considering dealing in the Shares.
By Order of the Board
Shandong Xinhua Pharmaceutical Company Limited
ZHANG Daiming
Chairman
14 September 2016, Zibo, the People’s Republic of China
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