Hong Kong Exchanges and Clearing Limited and TlekSExchange of Hong Kong Limited take no respditgib
for the contents of this announcement, make noesgmtation as to its accuracy or completeness apdessly
disclaim any liability whatsoever for any loss hoesger arising from or in reliance upon the wholeamy part of
the contents of this announcement.
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Shandong Xinhua Phar maceutical Company Limited
(a joint stock company established in the Peog&public of China with limited liability)
(Stock Code: 0719)

CONNECTED TRANSACTION
IN RELATIONTO
FINANCE LEASE ARRANGEMENT

FINANCE LEASE AGREEMENT

The Board is pleased to announce that on 12 Jubie, #e Company entered into the Finance Lease
Agreement with Hualu International, pursuant toehhithe Company has agreed to lease from Hualu
International the Lease Assets, which shall besteared from the Company to Hualu International at

the Transfer Consideration of US$12,000,000 (edeitao approximate RMB74,386,800).

The lease consideration consists of the principalownt of US$12,000,000 (equivalent |to
approximate RMB74,386,800) and lease interests.|@&se principal will be paid by the Company
by way of one-off payment upon the expiry of thedfice Lease Agreement. The lease interest rate is
a floating rate based on the prevailing three-mdy@$ Libor lending rate on the payment datg of
each instalment of the lease interests. In thetawam Libor is adjusted, the lease interest raigen
the Finance Lease Agreement will be adjusted agugisd The lease interests will be paid by the
Company in twelve instalments on a three-monthsbahe Company is also required to pay to
Hualu International the handling fee of RMB1,80@0Mnder the Finance Lease Agreement. The
handling fee shall be paid in three instalmentse Thrst instalment shall be paid on the
commencement date of the lease, and the seconthiatidnstalments shall be paid on the first and
second anniversary date of the commencement dédlse respectively.

LISTING RULESIMPLICATIONS

As at the date of this announcement, HHGC is atanbal shareholder of Hualu Internationgl.
HHGC is also a substantial shareholder of the Coymand holds 35.32% equity interest of the
Company through its wholly owned subsidiary, SXPGCcordingly, Hualu International is a
connected person of the Company under Chapter X¥4theoListing Rules. The Finance Lease
Arrangement constitutes a connected transactiaimneoiCompany under Chapterl4A of the Listing
Rules.

As the highest applicable percentage ratio apjtiextcordance with Rule 14.07 of the Listing Rules
in respect of the Finance Lease Arrangement excéed® but is less than 5%, the transaction
contemplated thereunder is subject to reporting ambuncement but is exempt from Independent
Shareholders’ approval requirement under Chaptedf4he Listing Rules.




1. FINANCE LEASE AGREEMENT
Date
12 June 2015
Parties
Lessor: Hualu International

L essee: The Company

On 12 June 2015, the Company entered into the Eenarase Agreement with Hualu International,
pursuant to which, the Company has agreed to easeHualu International the Lease Assets, which
shall be transferred from the Company to Hualu rirgBonal at the Transfer Consideration of
US$12,000,000 (equivalent to approximate RMB74 388

Lease Assets

The Lease Assets are machinery and equipment tyr@nned by the Company, the ownership of
which will be transferred to Hualu Internationakguant to the Finance Lease Agreement.

As at 12 June 2015, the unaudited book value ol tfase Assets was approximately RMB85,000,000.
Purchase of the L ease Assets by Hualu International

Pursuant to the Finance Lease Agreement, the Conipas conditionally agreed to sell, and Hualu
International agrees to buy, the Lease Assets at Ttansfer Consideration of US$12,000,000
(equivalent to approximate RMB74,386,800). The $fanConsideration was determined after arm’s
length negotiations between the Company and Hudkrrational with reference to the book value of
the Lease Assets as at the date of the Finance lbegsement.

L ease Period

The lease period for the Lease Assets is threesyaanmencing from the date on which the Transfer
Consideration is paid to the Company, which is #t@commencement date of the lease on which the
rent starts to accrue.

Handling Fee, L ease Consideration and Payment

The Company is required to pay to Hualu Internatiche handling fee of RMB1,800,000 under the
Finance Lease Agreement. The handling fee shalbimkin three instalments. The first instalmentlisha
be paid on the commencement date of the leaseghargkcond and third instalment shall be paid en th
first and second anniversary date of the leasentisply.

The lease consideration consists of the principauant of US$12,000,000 (equivalent to approximate
RMB74,386,800) and lease interests. The lease ipahevill be paid by the Company by way of
one-off payment upon the expiry of the Finance beagreement. The lease interests will be paid by
the Company in twelve instalments on a three-mdiatsis. The lease interest rate is a floating rate
based on the prevailing three-month US$ Libor legdiate on the payment date of each instalment of
the lease interests. Based on the present Libemrhual lease interest rate is approximately 326%,
the total amount of lease interests for the eméirm of the Finance Lease Agreement is approximatel
RMB8,064,000.



In the event that Libor is adjusted, the leaserésterate under the Finance Lease Agreement will be
adjusted accordingly. Hualu International will issa notice of adjustment to the lease consideration
the Company. Assuming Libor remains unchanged tifrout the lease period, the handling fee and the
lease consideration for the entire term of the iealLease Agreement is approximately RMB
84,250,000.

The handling fee and the lease consideration haem loletermined after arm’s length negotiations
between the Company and Hualu International withremce to, inter alia, (1) the prevalent market
conditions (including the interest rate, which tslass favourable than those offered by an indeg@nd
third party for similar services) and the potenéidjustment of Libor in the future; and (2) theyaiéng
market rate for comparable assets finance leases.

Owner ship and Purchase Option

Titles of the Lease Assets shall vest in Hualurirdgonal throughout the lease period.

Provided that the Company has paid up the handéiegthe lease consideration and other payables (if
any) in full contemplated under the Finance LeageeAment, the Company has an option to purchase
the Lease Assets from Hualu International at a nahprice of RMB100.

Transfer of Rights, Interestsand Obligations

The Company shall not, without the prior writtemsent of Hualu International, (1) transfer, subteas
mortgage, pledge, invest in or otherwise infringe bwnership of Hualu International to the Lease
Assets; and (2) remove the Lease Assets from tierfaarea of the Company.

2. REASONS FOR AND BENEFITSOFENTERING INTO THE FINANCE LEASE AGREEMENT

The entering into of the Finance Lease Agreemelimprove the financing structure of the Compalty.
also enable the Company to expand its financingrobla and lower its financing cost.

3.LISTING RULESIMPLICATIONS

As at the date of this announcement, HHGC is ataobal shareholder of Hualu International. HHGC is

also a substantial shareholder of the Company atut 185.32% equity interest of the Company through
its wholly owned subsidiary, SXPGC. Accordingly, &b International is a connected person of the
Company under Chapter 14A of the Listing Rules. Fhmance Lease Arrangement therefore constitutes
a connected transaction of the Company under CHalAeof the Listing Rules.

As the highest applicable percentage ratio apptieatcordance with Rule14.07 of the Listing Rules i
respect of the Finance Lease Arrangement excegéls Iut is less than 5%, the transaction contentplate
thereunder is subject to reporting and announcerbahtis exempt from Independent Shareholders’
approval requirement under Chapter14A of the LgsfRules.

Due to their interests in Hualu International, Mhang Daiming, Mr. Ren Fulong, Mr. Du Deping, Mr.
Xu Lie and Mr. Zhao Bin have all abstained fromirgton the Board resolutions approving the Finance
Lease Agreement and the transactions (includingtimeial caps) contemplated under the Finance Lease
Agreement. Save as disclosed above, none of thectdons has material interest in the transactions
contemplated under the Finance Lease Agreement. Dhectors (including the independent
non-executive Directors) are of the view that theris of the Finance Lease Agreement (including the
annual caps) are on normal commercial terms amcafel reasonable and are also in the interesteof th
Company and its Shareholders as a whole.

4. INFORMATION ON THE PARTIES



The Company is mainly engaged in the developmemahufacture and sales of bulk pharmaceuticals,
preparations and chemicals products.

Hualu International is mainly engaged in financaslag, leasing, purchasing leasing assets fromadbro
and domestic vendors, salvage value disposal amatenance of the leasing asset, and lease traosacti

consultation.

Definitions

In this announcement, the following expressionsehthe meanings set out below unless the context

requires otherwise:

“Board”

“Company”

“Directors’
“Finance Lease
Agreement”

“Finance L ease
Arrangement”

“Group”

“HHGC”

“Hualu International”

“Independent
Shareholders”

“Leasing Assets”

“Libor”

“Listing Rules’

“PRC”

“RMB”

means the board of Directors of the Company;

means 1l F B ¥ W g % ) F R &\ (Shandong  Xinhua
Pharmaceutical Company Limited), a joint stock camp
incorporated in the PRC with limited liability;

means the directors of the Compamcluding the independe
non-executive directors of the Company;

means Finance Lease Agreement dated 12 200& entered int
between Hualu International and the Company;

means the finance lease arrangement in relatitimetfinance lease of tl
Lease Assets pursuant to the Finance Lease Agréemen

means the Company and its subsidiaries;
means # & % HE B H R /A (Hualu Holdings Group Compa

Limited), a wholly statewned company, the controlling shareho
of SXPGC;

means #E & B fE A & AL E A PR A E] (Hualu International Financi
Leasing Co., Ltd., a company incorporated in the PRC with lim
liability and a subsidiary of HHGC,;

means theShareholders other than SXPGC and its respe
associates (as defined in the Listing Rules);

means the lease assets to be transferred and leadedthe Financ
Lease Agreement;

means London Interbank Offered Rate;

means the Rules Governing the Listing of Securitasthe Stock
Exchange;

means the People’s Republic of China;

means Renminbi, the lawful currency of the PREthe time being;



“Shareholders” means the shareholders of the Company;

“Stock Exchange” means The Stock Exchange of Hong Kong Limited;
“SXPGC” means L 5% ¥ 3 5§ 4% 42 [ F R & £ A ®] (Shandong Xinhu

Pharmaceutical Group Company Limited), a whollytestavnec
company which holds and owns 35.3286 the total issued she
capital of the Company and is currently the largsireholdr of the
Company;

“Transfer Consideration” means the consideration of US$12,000,&fuivalent to approxima
RMB74,386,800) to be paid byudlu International to the Company
relation to the purchase of the Lease Assets utdeFinance Leas
Agreement; and

“USy’ means United States dollars, the lawful currencyhefUnited States
of America.

By Order of the Board
Shandong Xinhua Phar maceutical Company Limited

Zhang Daiming
Chairman
12 June 2015, Zibo, PRC
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