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[bookmark: _GoBack]POSSIBLE CONNECTED TRANSACTIONS AND NOTIFIABLE TRANSACTIONS: SUBMISSION OF BIDDING APPLICATIONS IN OPEN TENDERS FOR ACQUIRING EQUITY INTERESTS IN TARGET COMPANIES

This announcement is made by Shandong Xinhua Pharmaceutical Company Limited (the “Company”) in accordance with Rule 13.09 of the Rules Governing the Listing of Securities on the Stock Exchange of Hong Kong Limited (the “Listing Rules”) and the Inside Information Provisions (as defined in the Listing Rules) under Part XIVA of the Securities and Futures Ordinance (Chapter 571 of the Laws of Hong Kong). 

The Company wishes to announce that, for the purposes of, inter alia, resources consolidation and further enhancement of competitiveness, it intends to submit applications (collectively, the “Bidding Applications”) to bid for the 40% interests in the equity capital (“Wanbo Interests”) of山東新華萬博化工有限公司 (Shandong Xinhua Wanbo Chemical Industrial Co., Ltd* (“Wanbo Chemical Industrial”)) as enlarged upon the capital contribution of the successful bidder and for the 40% interests in the existing equity capital (“Xincat Interests”) of 山東淄博新達製藥有限公司 (Shandong Zibo Xincat Pharmaceutical Company Limited* (“Xincat Pharmaceutical”)) put onto open tenders (collectively, the “Tendering”) on 山東產權交易中心 (Shandong Property Right Exchange Centre* (“SDPREC”)) by 山東新華醫藥集團有限責任公司(Shandong Xinhua pharmaceutical Group Company Limited* (“SXPGC”)) and 華魯控股集團有限公司 (Hualu Holdings Co. Ltd.* (“HHGC”; together with SXPGC, the “Vendors)) respectively.

As far as the Company is aware:

(1) the listing prices in respect of the Wanbo Interests and Xincat Interests at which the Tendering starts (the “Listing Price”) are Renminbi (“RMB”) 19,582,300 and RMB70,673,800 respectively;

(2) the principal businesses of Wanbo Chemical Industrial include the production and sale of such chemical products as dimethyl sulfate、isobutylbenzene、sulfuric acid（as by-products of dimethyl sulfate）、1,8-diazabicyclo(5,4,0)undec-7-ene、tetramethylguanidine and the sale of chemical raw materials];

(3) the principal businesses of Xincat Pharmaceutical include the production and sale of tablets, capsules, granules, dry suspension agents, bulk pharmaceuticals and freeze dried powder for injection;


(4) according to the audit report of Wanbo Chemical Industrial, the audited financial figures of  
Wanbo Chemical Industrial are as follows:

(Rounded off to RMB 0,000)

	
Item




Period
	Total
 assets
	Total 
liabilities
	Owner’s Equity
	Operating Income
	Operating
 profits
	Net 
profits
	Net cash flow from operating activities

	Year ended 31 December 2015
	4,991
	4,542
	449
	7,006
	216
	385
	-286

	Year ended 31 December 2016
	5,607
	4,772
	834
	8,030
	227
	212
	1,249

	Year ended 31 December 2017
	5,992
	4,559
	1,434
	8,275
	647
	447
	491

	Two months ended 28 February 2018
	6,024
	4,516
	1,508
	1,399
	27
	16
	-426




(5) according to the audit report of Xincat Pharmaceutical, the audited financial figures of Xincat Pharmaceutical are as follows:

(Rounded off to RMB 0,000)

	
Item




Period
	Total
 assets
	Total 
liabilities
	Owner’s Equity
	Operating Income
	Operating
 profits
	Net 
profits
	Net cash flow from operating activities

	Year ended 31 December 2015
	19,729
	5,903
	13,826
	22,190
	2,226
	1,785
	676

	Year ended 31 December 2016
	19,898
	8,110
	11,788
	24,979
	2,063
	1,451
	3,514

	Year ended 31 December 2017
	23,973
	10,533
	13,440
	27,884
	1,930
	1,652
	1,272

	Two months ended 28 February 2018
	23,991
	13,435
	10,556
	7,752
	308
	259
	-856




(6) pursuant to the rules of SDPREC in respect of the Tendering, bidders including without limitation to the Company are required to pay the security deposits of RMB1.9 million and RMB 7 million for bidding for the Wanbo Interests and Xincat Interests respectively to prove their being qualified transferees and such security deposits will be applied to set off part of the considerations (the “Considerations”) under the definitive agreements to be entered into between the Vendors and the successful bidders.  It is required that the rest of the Considerations be paid one-off;

(7) as of the date of this announcement, no definitive agreement or documents of binding legal force has been entered into and no terms and provisions has been agreed to between any of the Vendors and the Company and/or any of its subsidiaries (collectively, the “Group”) in respect of the proposed acquisitions of Wanbo Interests and of Xincat Interests (collectively, the “Acquisitions”) by Tendering; and

(8) as of the date of this announcement: (i) Xincat Pharmaceutical is 40% owned by HHGC and  60% owned by the Company as to its equity interests and a subsidiary (under the meaning of the Listing Rules) of the Company; and (ii) Wanbo Chemical Industrial is wholly owned by SXPGC and will not by virtue of any successful bidding of the Company in the Tendering become a subsidiary of the Company.  If the Bidding Applications are successful, the Considerations will be paid in cash by the internal resources of the Group.

As at the date of this announcement, the Vendors being SXPGC and HHGC, wholly state-owned companies of the People’s Republic of China (the “PRC”), are the immediate controlling shareholder of the Company and the holding company of SXPGC respectively and all the applicable percentage ratios (with the meanings ascribed thereto under the Listing Rules and assuming that the consideration ratios are calculated based on the Listing Prices) are more than 0.1% and less than 5% in respect of each of the proposed Acquisitions and in aggregation.  The Acquisition, if materialised at the Listing Prices: (i) will therefore constitute connected transactions (with the meanings ascribed thereto under the Listing Rules) of the Company and be subject to the reporting and announcement requirements but exempt from the circular, independent financial advice and disinterested shareholders’ approval requirements under Chapter 14A of the Listing Rules; and (ii) will not constitute any notifiable transactions (with the meanings ascribed thereto under the Listing Rules).  

Mr. Zhang Daiming, Mr. Ren Fulong, Mr. Xu Lie, Mr. Zhao Bin, directors of the Company (the “Directors”), have by virtue of their respective directorships or capacities as a member of the management of HHGC and/or SXPGC abstained from voting on the decision of the Bidding Applications and the businesses contemplated thereunder. Save as disclosed above, the Company is not aware of any other Directors who has a material interest therein.

The Company will, with reference to the development of the Tendering, in due course make further announcement(s) in compliance with the forms and applicable requirements of connected transactions and/or notifiable transactions under the Listing Rules as required and appropriate.

The proposed Acquisitions by means of Bidding Applications will have to undergo the relevant tender, auction and listing-for-sale procedures which are open to the wider investing public and regulated by applicable laws, rules and regulations in relation to the transfer of state-owned assets of the PRC.  Subject to development of the Tendering and the definitive agreements to be entered into with the Vendors, the proposed Acquisitions may or may not proceed and shareholders of the Company and potential investors are advised to exercise caution in dealing in the shares of the Company.
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