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（a joint stock company established in the People’s Republic of China with limited liability）
（Stock Code：0719）
DISCLOSEABLE TRANSACTION

DISPOSAL OF PROPERTIES 
	The Board of the Company is pleased to announce that on 22 March 2013, the Company and Zibo Land Reserve and Exchange Center entered into a Disposal Agreement to dispose of the Properties to Zibo Land Reserve and Exchange Centre at the Consideration of RMB56,650,800.

As one of the applicable percentage ratios under Rule 14.07 of the Listing Rules in respect of the Disposal is more than 5% but less than 25%, the Disposal constitutes a discloseable transaction and is subject to notification and announcement requirements, but is exempted from Shareholders’ approval requirement under Chapter 14 of the Listing Rules.

Pursuant to the Disposal Agreement, it is one of the conditions precedent for the Company to obtain Shareholders’ approval in relation to the Disposal at a general meeting. A circular containing, inter alia, details of the Disposal and the notice of the general meeting of the Company will be dispatched to the Shareholders as soon as possible.
Shareholders and potential investors should note that the Disposals contemplated under the Disposal Agreement may or may not be completed. Shareholders and potential investors are therefore advised to exercise caution when dealing in the Shares.


INTRODUCTION
The Board is pleased to announce that on 22 March 2013, the Company and Zibo Land Reserve and Exchange Center (淄博市土地儲備交易中心) entered into the Disposal Agreement to dispose of the Properties to Zibo Land Reserve and Exchange Centre for a Consideration of RMB56,650,800.
THE DISPOSAL AGREEMENT

Date

22 March 2013
Parties
(1) The Company
(2) Zibo Land Reserve and Exchange Centre
To the best of the Directors’ knowledge, information and belief, having made all reasonable enquiries, the Zibo Land Reserve and Exchange Centre and its ultimate beneficial owner are third parties independent of the Company and its connected persons.
Subject Assets

Pursuant to the Disposal Agreement, Zibo Land Reserve and Exchange Centre agreed to acquire, and the Company agreed to dispose of, the land use rights of the Land, being a piece of state-owned land with an area of 84.5 mu held by the Company and located at 22 Dong Er Road, Zhangdian District (with the land certificate No. of Zi Guo Yong [1999] Zi No.A00088), together with the buildings and fixtures erected thereon, for a Consideration of RMB56,650,800.

The Land is for industrial use. 

Consideration

The Consideration for the Disposal in the amount of RMB56,650,800 in cash shall be payable by Zibo Land Reserve and Exchange Centre to the Company by way of one-off payment after the payback of the relevant reserve cost.
The Consideration of the Properties was determined after arms’ length negotiations between the parties to the Disposal Agreement on normal commercial terms on basis of the Appraisal Reports pursuant to which, as at the Appraisal Date, the appraised value of the Land was RMB36,840,100 whilst that of the buildings and fixtures erected thereon was RMB19,810,700.
Conditions Precedent

Completion of the Disposal Agreement is conditional upon fulfilment of the following conditions:

(a) 
the Shareholders approving the transaction contemplated by the Disposal Agreement in a general meeting of the Company; and
(b) 
the obtaining of all consents, authorisations, permits and approvals from the Zibo government authorities in respect of the Disposal Agreement and the transaction contemplated thereunder.
If either of the conditions cannot be fulfilled on or before 30 June 2013, the Disposal Agreement shall lapse and be of no further effect.
Completion
Completion shall take place on or before 31 December 2013 after the fulfilment of all the conditions set out in the Disposal Agreement. 
FINANCIAL IMPACT OF THE DISPOSAL AND USE OF PROCEEDS

As at 28 February 2013, the net book value of the Land was RMB6,100,800 and the net book value of the buildings and fixtures erected thereon was RMB3,105,900.  Upon Completion, a gain in the estimated sum of approximately RMB47,000,000 before tax and expenses is expected to accrue to the Company as a result of the Disposal.
It is intended that the net proceeds of the Disposal are to be used for business development if and when it arises in future and as general working capital of the Company.

REASONS FOR THE DISPOSAL
Zibo Land Reserve and Exchange Centre reclaims the land use rights of the Land, together with the buildings and fixtures erected thereon in accordance with the Zibo urban construction plan and pursuant to the requirements of Article 58 of the PRC Land Administration Law (《中華人民共和國土地管理法》). The Land, with an area of 84.5 mu, will be included into the government reserve and administered by Zibo Land Reserve and Exchange Centre. 

The Directors considers that it is a good opportunity for the Company to dispose of the Properties to increase the working capital of the Company as well as to activate idle assets.  The Directors believe that the terms of the Disposal are fair and reasonable and are in the interests of the Shareholders and the Company as a whole.
LISTING RULES IMPLICATIONS 

As one of the applicable percentage ratios under Rule 14.07 of the Listing Rules in respect of the Disposal is more than 5% but less than 25%, the Disposal constitutes a discloseable transaction and is subject to notification and announcement requirements, but is exempted from Shareholders’ approval requirement under Chapter 14 of the Listing Rules.

Pursuant to the Disposal Agreement, it is one of the conditions precedent for the Company to obtain Shareholders’ approval in relation to the Disposal at a general meeting. A circular containing, inter alia, details of the Disposal and the notice of the general meeting of the Company will be dispatched to the Shareholders as soon as possible.
GENERAL INFORMATION

Information of the Company
The Company is mainly engaged in the development, manufacture and sales of bulk pharmaceuticals, preparations and chemicals products.
Information of Zibo Land Reserve and Exchange Centre
Zibo Land Reserve and Exchange Center is an administrative institution under the Zibo government. It is principally engaged in the reclamation, acquisition and exchange of lands that are subject to revitalization and adjustment within the Zibo planning area; inclusion of lands into the government land reserve; management, development and use of the land reserve; and management, raising and use of land reserve funds. 

Shareholders and potential investors should note that the Disposal contemplated under the Disposal Agreement　may or may not be completed. Shareholders and potential investors are therefore advised to exercise caution when dealing in the Shares.

DEFINITIONS

In this announcement, unless the context requires otherwise, the following expressions have the following meanings:

	“Appraisal Date”
	25 June 2012

	“Appraisal Reports”
	the report named Lu Sheng Fang Di Chan (2012) Gu Zi No. 1018 and the report named Lu Sheng Ping Gu (2012) No. 0329 issued by Shandong Lusheng Real Estate Appraisal & Consulting Co., Ltd.

	“Board”
	the board of Directors of the Company

	“Company”
	山東新華製藥股份有限公司 (Shandong Xinhua Pharmaceutical Company Limited), a joint stock company incorporated in the PRC with limited liability

	“Completion”
	the completion of the Disposal in accordance with the Disposal Agreement

	“connected person”
	has the meaning ascribed to it under the Listing Rules

	“Consideration”
	the total consideration for the Disposal payable by Zibo Land Reserve and Exchange Center to the Company

	“Directors”
	the directors of the Company

	“Disposal”
	the disposal of the Properties by the Company to Zibo Land Reserve and Exchange Center pursuant to the terms and conditions of the Disposal Agreement

	“Disposal Agreement”
	the agreement on the acquisition of the Properties entered into between the Company and Zibo Land Reserve and Exchange Center on 22 March 2013

	“Hong Kong”
	the Hong Kong Special Administrative Region of the PRC

	“Hong Kong Stock Exchange”
	The Stock Exchange of Hong Kong Limited

	“Land”
	a piece of state-owned land with an area of 84.5 mu held by the Company and located at 22 Dong Er Road, Zhangdian District (with the land certificate No. of Zi Guo Yong [1999] Zi No.A00088)

	“Listing Rules”
	the Rules Governing the Listing of Securities on the Hong Kong Stock Exchange

	“PRC”
	the People’s Republic of China, which for the purpose of this announcement shall exclude Hong Kong, the Macau Special Administrative Region of the People’s Republic of China and Taiwan

	“Properties”
	the Land together with the buildings and fixtures erected thereon

	“RMB”
	Renminbi, the lawful currency of the PRC for the time being

	“Shares”
	the shares of the Company currently issued by the Company

	“Shareholders”
	the shareholders of the Company


This announcement is prepared in both Chinese and English. In the event of any discrepancy between the two versions, the Chinese version shall prevail.
                              By Order of the Board

Shandong Xinhua Pharmaceutical Company Limited

Zhang Daiming

Chairman
22 March 2013, Zibo, PRC
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