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Announcement 
This announcement is made pursuant to Rule 13.09 of the Rules Governing the Listing of Securities on The Stock Exchange of Hong Kong Limited.
This announcement is prepared in both Chinese and English. In the event of any discrepancy between the two versions, the Chinese version shall prevail.
I. Background 

1. According to the urban construction plan of Zibo City and pursuant to the requirements of Article 58 under the Land Administration Law of the People's Republic of China (《中華人民共和國土地管理法》), the Land Reserve Center of Zibo City (淄博市土地儲備中心) will reclaim certain state-owned land use rights of the land located at 22 Dong Er Road, Zhangdian District (with the land certificate No. of Zi Guo Yong [1999] No.A00088), together with the buildings and fixtures erected thereon (the “Land”) held by Shandong Xinhua Pharmaceutical Company Limited (the “Company”). The Land, with an area of 43.15 mu, will be included into the government’s reserve and administered by the Land Reserve Center of Zibo City. 

2. On 14 September 2012, the Company and the Land Reserve Center of Zibo City entered into the Agreement on the Acquisition of State-owned Land Use Rights in Zibo City (the “Agreement”). The consideration for the acquisition of the Land is RMB28,987,034 based on relevant valuation reports. 

3. On 17 December 2012, the fifth extraordinary meeting of the seventh session of the board of directors (the “Board”) of the Company considered and approved the proposal on the acquisition of the Land for reserve purpose by the government. The disposal of the Land constitutes neither a connected transaction nor a notifiable transaction under the Rules Governing the Listing of Securities on The Stock Exchange of Hong Kong Limited, and is therefore not subject to consideration by the general meeting.
II. Information on the Counterparty
The buyer of the transaction is the Land Reserve Center of Zibo City, an administrative institution under the Zibo Government with the registered capital of RMB50 million. Its office is located at 135 Gongqingtuan West Road, Zhangdian District, Zibo City, and it is mainly engaged in the reclamation, acquisition and exchange of lands that are subject to revitalization and adjustment according to law within the planning area of Zibo City; inclusion of such lands into the government land reserve; management and use of the land reserve; primary development; and the management, raising and use of land reserve funds. To the knowledge of the Company after making all reasonable enquiries, the Land Reserve Center of Zibo City is an independent third party.
III. Basic Information of the Subject of the Transaction
The land to be acquired for reserve purpose represents certain state-owned land use rights of a piece of land located at 22 Dong Er Road, Zhangdian District (with the land certificate No. of Zi Guo Yong [1999] No.A00088), together with the buildings and fixtures erected thereon. The relevant land has an area of 43.15 mu and its original purpose is for industrial use. As at 30 November 2012, the net book values of the Land and the buildings and fixtures erected thereon are RMB3,141,252.02 and RMB6,983,678.44 respectively.
According to the report Lu Sheng Fang Di Chan (2012) Gu Zi No. 1017 and the report Lu Sheng Ping Gu (2012) No. 0328 issued by Shandong Lusheng Real Estate Appraisal & Consulting Co., Ltd., as at the appraisal date of 25 June 2012, the appraised values of the Land and the buildings and fixtures erected thereon are RMB18,814,220 and RMB10,172,814, respectively. 

IV．Major Contents of the Agreement
1. Parties to the Agreement
Party A: Land Reserve Center of Zibo City
Party B: Shandong Xinhua Pharmaceutical Company Limited
2. Subject matter 
Certain state-owned land use rights of the land located at 22 Dong Er Road, Zhangdian District (with the land certificate No. of Zi Guo Yong [1999] No.A00088), together with the buildings and fixtures erected thereon
3. Consideration
Party A will acquire the land use rights of a piece of state-owned construction land with an area of approximately 43.15 mu, for a total consideration of RMB28,987,034 (including the buildings and fixtures erected thereon).
4. Payment method
Payment in one lump sum. Upon the disposal of the Land and the payback of the reserve cost, the consideration shall be paid in one lump sum.
5. Delivery
Party B shall deliver the Land to Party A before 31 December 2012.
6. Effectiveness of the Agreement
The Agreement shall take effect upon being approved by the People's Government of Zibo City and confirmed by the Board of the Company.
V. Effects of the Land Acquisition for Reserve Purpose on the Company
The land acquisition for reserve purpose, upon completion, will have positive effects on the Company such as activating idle assets and increasing the income of the Company. It is expected that the realised income is approximately RMB18,000,000 upon completion of the disposal, which will have positive impact on the Company’s profit for the current period. 
                              By Order of the Board

Shandong Xinhua Pharmaceutical Company Limited

Zhang Daiming

Chairman
17 December 2012, Zibo, PRC
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