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PROPOSED AMENDMENTS TO THE ARTICLES OF ASSOCIATION

Reference is made to the announcement of Shandong Xinhua Pharmaceutical Company Limited (the “Company”) dated 23 March 2018 in relation to, amongst others, the annual results of the Company for the year ended 31 December 2017 and the proposed plan (“Plan for Profit Distribution and Capital Reserve Capitalisation for Year 2017”) of profit distribution and conversion of capital reserve into share capital (“Capital Reserve Capitalisation”) for year 2017.  

The board of directors (the “Board”) proposes to make the following amendments (“Article Amendments”) to the Articles of Association of the Company (the “Articles of Association”) with a view to enabling the changes in the capital structure and registered capital of the Company resulting from the Capital Reserve Capitalisation: 

	Current Article 20
	
	Amended Article 20


	By approval of the companies examination and approval department authorised by the State Council, the total number of ordinary shares of the Company could issue was 457,312,830 shares, including 217,440,000 state-owned shares issued to the promoter of the Company at the time when the Company was established, 16,719,500 legal person shares and 33,153,330 employee shares. As approved by China Securities Regulatory Commission, the Company issued 150,000,000 overseas listed foreign shares in 1996 and 10,000,000 domestically listed domestic shares to the domestic public in 1997. As approved by China Securities Regulatory Commission, the Company issued 30,000,000 domestically listed domestic shares to the domestic public in 2001. Meanwhile, the state-owned shares of the Company held by Shandong Xinhua Pharmaceutical Group Company Limited disposed of 3,000,000 shares in accordance with Cai Shui Cai Qi Bian Han [2001] No. 78 issued by the Ministry of Finance. In accordance with Lu Guo Zi Chan Quan Han [2006] No.74 issued by Shandong Provincial State-owned Assets Supervision and Administration Commission, Shandong Xinhua Pharmaceutical Group Company Limited offered 26,653,665 shares to all holders of circulating A shares as consideration.

By the Approval Document [2017] No. 459 issued by the China Securities Regulatory Commission, for the year 2017 the Company was allowed to proceed with the non-public issuance of 21,040,591 domestic shares to be listed in the PRC. Upon completion of the issuance, the structure of share capital of the Company is: the total number of shares is 478,353,421 shares, of which all are ordinary shares and listed domestic shares in the PRC are 328,353,421 shares, representing approximately 68.64% of the total number of shares of the Company; overseas listed foreign shares are 150,000,000 shares, representing approximately 31.36% of the total number of shares of the Company.
	
	By approval of the companies examination and approval department authorised by the State Council, the total number of ordinary shares of the Company could issue was 457,312,830 shares, including 217,440,000 state-owned shares issued to the promoter of the Company at the time when the Company was established, 16,719,500 legal person shares and 33,153,330 employee shares. As approved by China Securities Regulatory Commission, the Company issued 150,000,000 overseas listed foreign shares in 1996 and 10,000,000 domestically listed domestic shares to the domestic public in 1997. As approved by China Securities Regulatory Commission, the Company issued 30,000,000 domestically listed domestic shares to the domestic public in 2001. Meanwhile, the state-owned shares of the Company held by Shandong Xinhua Pharmaceutical Group Company Limited disposed of 3,000,000 shares in accordance with Cai Shui Cai Qi Bian Han [2001] No. 78 issued by the Ministry of Finance. In accordance with Lu Guo Zi Chan Quan Han [2006] No.74 issued by Shandong Provincial State-owned Assets Supervision and Administration Commission, Shandong Xinhua Pharmaceutical Group Company Limited offered 26,653,665 shares to all holders of circulating A shares as consideration.

By the Approval Document [2017] No. 459 issued by the China Securities Regulatory Commission, for the year 2017 the Company was allowed to proceed with the non-public issuance of 21,040,591 domestic shares to be listed in the PRC. Upon completion of the issuance, the structure of share capital of the Company is: the total number of shares is 478,353,421 shares, of which all are ordinary shares and listed domestic shares in the PRC are 328,353,421 shares, representing approximately 68.64% of the total number of shares of the Company; overseas listed foreign shares are 150,000,000 shares, representing approximately 31.36% of the total number of shares of the Company.

On implementation of the Profit Distribution Plan 2017, the structure of share capital of the Company is: the total number of shares is 621,859,447 shares, of which all are ordinary shares comprising listed domestic shares in the PRC of 426,859,447 shares, representing approximately 68.64% of the total number of shares of the Company, and overseas listed foreign shares of 195,000,000 shares, representing approximately 31.36% of the total number of shares of the Company. 



	
	
	

	Current Article 23
	
	Amended Article 23


	The registered capital of the Company is RMB 478,353,421 yuan.
	
	The registered capital of the Company is RMB 621,859,447 yuan.

	
	
	



Subject to the approval of the shareholders of the Company (the “Shareholders”), the abovementioned amendments to the Articles of Association will have the effect of aligning the structure of share capital of the Company with that upon the Capital Reserve Capitalisation and reflecting the changes thereof resulting from the Capital Reserve Capitalisation.

In addition, for further enhancement of the corporate governance of the Company, the Board proposes further amendments to the Articles of Association as follows:

	Current Article 121(a)
	
	Amended Article 121(a)


	A list of candidates to be appointed as directors of the Company shall be submitted to the shareholders’ at a shareholders’ general meeting in the form of motion for approval.

Candidates for independent directors of the Company shall be nominated by the Company’s board of directors, the supervisory committee or shareholders who individually or jointly hold more than 1% of the Company’s voting shares and such candidates shall be considered for election by the shareholders at a shareholders’ general meeting.

Candidates other than those nominated as independent directors shall be nominated by the board of directors, the supervisory committee or shareholders who individually or jointly more than 5% of the Company’s voting shares and shall be considered for election elected by the shareholders at a shareholders’ general meeting.
	
	A list of candidates to be appointed as directors of the Company shall be submitted to the shareholders at a shareholders’ general meeting in the form of motion for approval.

Candidates for independent directors of the Company shall be nominated by the Company’s board of directors, the supervisory committee or shareholders who individually or jointly hold more than 1% of the Company’s voting shares and such candidates shall be considered for election by the shareholders at a shareholders’ general meeting.

Candidates other than those nominated as independent directors shall be nominated by the board of directors, the supervisory committee or shareholders who individually or jointly hold more than 3% of the Company’s voting shares and shall be considered for election by the shareholders at a shareholders’ general meeting.

	
	
	

	Current Article 121(c)
	
	Amended Article 121(c)


	Non-independent directors shall be elected in the following manner:-

(1) the nominator of a candidate for non-independent director shall seek the consent of the nominee, review and consider the occupation, academic qualifications, rank and detailed working experience including all part-time jobs of the nominee and provide written proofs of the same to the Company before making the nomination. The candidate shall provide written confirmation to the Company agreeing to be nominated, and shall provide an undertaking in relation to the truthfulness and completeness of his particulars disclosed and guaranteeing the performance of a director’s duties after being elected.

(2) If the nomination of candidates for non-independent directors is made before the Company’s convening of a board meeting, the written proofs of the nominee referred to in sub-paragraph (1) above shall be disclosed together with the board resolution.

(3) If the shareholders who individually or jointly hold more than 5%  of the Company’s voting shares or the supervisory committee puts forward a provisional motion at an AGM of the Company for election of non-independent directors, a written notice stating their intention to nominate a candidate for directors and the nominee’s consent to be nominated together with the written proofs and undertaking of the nominee referred to in sub-paragraph (1) above shall be delivered to the Company not less than seven (7) days before the general meeting, and the period granted by the Company for lodging the above notice and documents by the relevant nominator (such period shall commence from the date after the issue of the notice of the general meeting) shall not be less than seven (7) days.


	
	Non-independent directors shall be elected in the following manner:-

(1) the nominator of a candidate for non-independent director shall seek the consent of the nominee, review and consider the occupation, academic qualifications, rank and detailed working experience including all part-time jobs of the nominee and provide written proofs of the same to the Company before making the nomination. The candidate shall provide written confirmation to the Company agreeing to be nominated, and shall provide an undertaking in relation to the truthfulness and completeness of his particulars disclosed and guaranteeing the performance of a director’s duties after being elected.

(2) If the nomination of candidates for non-independent directors is made before the Company’s convening of a board meeting, the written proofs of the nominee referred to in sub-paragraph (1) above shall be disclosed together with the board resolution.

(3) If the shareholders who individually or jointly hold more than 3% of the Company’s voting shares or the supervisory committee puts forward a provisional motion at an AGM of the Company for election of non-independent directors, a written notice stating their intention to nominate a candidate for directors and the nominee’s consent to be nominated together with the written proofs and undertaking of the nominee referred to in sub-paragraph (1) above shall be delivered to the Company not less than seven (7) days before the general meeting, and the period granted by the Company for lodging the above notice and documents by the relevant nominator (such period shall commence from the date after the issue of the notice of the general meeting) shall not be less than seven (7) days.



Note:	The amendments to the Articles of Association were drafted in Chinese and the English translation is for reference only. In case of any inconsistencies between the Chinese and the English versions, the Chinese version shall prevail.

Subject to the approval of the Shareholders, the abovementioned amendments to articles 121(a) and (c) will have the effect of lowering Shareholders’ nomination threshold in respect of candidates for directorships of the Company (other than candidates for independent directorships) from individually or jointly holding more than 5% of the Company’s voting Shares to more than 3% thereof.  The Shareholders’ nomination threshold in respect of independent directorships shall remain unchanged at individually or jointly holding more than 1% of the Company’s voting shares.

A special resolution will be proposed at a general meeting of the Company (the “General Meeting”) for the Shareholders to consider and, if thought fit, approve the Article Amendments.  It is proposed that the General Meeting shall also authorise the Board to make appropriate adjustments to the Article Amendments above whenever necessary in the process of submitting the same for approval, as required from time to time by the relevant regulatory authorities including without limitation to the administration authorities of industry and commerce and the Shenzhen Stock Exchange.

The Article Amendments will become effective upon approval by regulatory bodies and completion of the Capital Reserve Capitalisation.  The Plan for Profit Distribution and Capital Reserve Capitalisation for Year 2017 is subject to the approval of Shareholders at a General Meeting and of the holders of the A shares of the Company and holders of the H shares of the Company at their respective class meetings by way of special resolutions. 

A notice of the General Meeting and a circular containing, among others, details of the Article Amendments, the Plan for Profit Distribution and Capital Reserve Capitalisation for Year 2017 and the General Meeting to be held by the Company will be despatched to the shareholders of the Company in due course.

This announcement has been prepared in both Chinese and English. In the event of any discrepancy between two versions, the Chinese version shall prevail.


By Order of the Board
Shandong Xinhua Pharmaceutical Company Limited
Zhang Daiming
Chairman

20 April 2018, Zibo, PRC
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