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ANNOUNCEMENT ON
(I) EXTENSION OF THE EFFECTIVE PERIOD OF THE SHAREHOLDERS’ RESOLUTIONS RELATING TO THE PROPOSED PLACING
AND
(II) EXTENSION OF THE EFFECTIVE PERIOD OF THE AUTHORISATION GRANTED TO THE BOARD TO HANDLE MATTERS RELATING TO THE PROPOSED PLACING

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 meanings as those defined in the Circular.
Considering that the Company’s application for the Proposed Placing is still in progress and the effective period of the Shareholders’ resolutions relating to the Proposed Placing and the authorisation granted to the Board to handle matters relating to the Proposed Placing, of which both were approved and passed by the Shareholders eligible to vote and voted at the EGM, the A Share Class Meeting and the H Share Class Meeting held on 29 December 2015 (collectively, the “Previous Shareholders’ Meetings”) will expire by the end of  December 2016, the Board proposes to convene the second extraordinary general meeting of 2016, the first class meeting of the A Share Shareholders of 2016 and the first class meeting of the H Share Shareholders of 2016 (collectively, the “2016 EGM and Class Meetings”) for the Shareholders to consider the following proposed resolutions: 
Special Resolutions
1. To extend the effective period of the Shareholders’ resolutions relating to the Proposed Placing for a further period of 12 months, commencing from the date of the passing of this resolution at the 2016 EGM and Class Meetings.

2. [bookmark: _GoBack]To extend the effective period of the Shareholder’s resolution on conferring full powers on the Board to handle matters relating to the Proposed Placing for a further period of 12 months, commencing from the date of the passing of this resolution at the 2016 EGM and Class Meetings.
(collectively, the “Extension Resolutions”)

REASONS FOR THE EXTENSION RESOLUTIONS
The Board proposes to extend the effective period of the Shareholders’ resolutions relating to the Proposed Placing based on the following reasons: (i) the proceeds of the Proposed Placing will strengthen the Company’s capital position and enable the Company to optimise its operations and upgrade infrastructure, which will in turn help grow the Company’s business; (ii) the proceeds of the Proposed Placing will allow the Company to reduce financing costs and increase profits; (iii) the proceeds of the Proposed Placing can cater for the capital needs of the Company and improve the Company’s market competitiveness; (iv) approvals from the relevant regulatory authorities in the PRC  are required for the Proposed Placing.  As of the date of this announcement, the Proposed Placing is yet to be approved by the CSRC.  It would be impracticable for the Company to estimate when such approvals will be granted; and (v) it is expected that there would still be follow-up matters relating to the Proposed Placing that would require certain time for the Board to deal with and process under the authorisation by the resolution from the Shareholders’ general meeting even after approval from the CSRC is received.
Taking into account the abovementioned reasons, the Board is of the view that it is necessary and in   the interests of the Company and the Shareholders as a whole to extend the effective period of (i) the Shareholders’ resolutions relating to the Proposed Placing and (ii) the authorisation granted to the Board to handle matters relating to the Proposed Placing, both for a further period of 12 months, commencing from the date of the passing of the Extension Resolutions at  the 2016 EGM and Class Meetings.
Save for the above extensions, details of the Proposed Placing (revised as disclosed) remain unchanged and in full force and effect.
GENERAL
Mr. Zhang Dai Ming, a Connected Participant in the Employee Stock Ownership Scheme which is one of the Subscribers under the Proposed Placing, and his associates shall not vote on the Extension Resolutions.
The independent board committee (the “Independent Board Committee”), comprising all the independent non-executive Directors, has been formed to advise the disinterested Shareholders on the Extension Resolutions. In this connection, the Company has appointed Altus Capital Limited as the independent financial adviser (the “Independent Financial Adviser”) to advise the Independent Board Committee. 
The 2016 EGM and Class Meetings will be convened and held for the Shareholders to consider and, if thought fit, approve the Extension Resolutions. The notices convening the 2016 EGM and Class Meetings and forms of proxy are expected to be despatched to the Shareholders on or before 11 November 2016.  
A circular, containing (i) details of the Extension Resolutions; (ii) recommendation of the Independent Board Committee; and (iii) a letter from the Independent Financial Adviser containing its advice, is expected to be despatched to the Shareholders on or before 12 December 2016.
The Proposed Placing is conditional on, amongst things, the obtaining of the approvals of the CSRC. It remains uncertain whether the Proposed Placing would obtain the approval of CSRC and investors are advised to exercise caution when dealing in or considering dealing in the Shares.
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