
 
 

GNI Signs Term Sheet to Acquire Hengshan Pharmaceuticals of 
Shanghai, China 

     
Tokyo, May 19, 2008 – GNI Ltd (TSE Mothers 2160), a leading biopharmaceutical company 
in China and Japan, announced today that it has signed a term sheet to acquire Hengshan 
Pharmaceuticals Inc., a privately held pharmaceutical company based in Shanghai, China. 
The total purchase price is 60 million RMB (approximately 8.57 million USD or 865 million 
JPY). GNI would agree to acquire 51% shares of Hengshan Pharmaceuticals after signing 
the definitive agreement. GNI would be able to acquire the remaining 49% within 15 months 
after completing the first-step of the acquisition (the “Acquisition”). The definitive agreement 
is subject to, among other conditions, financial and legal due diligence, approval by the 
shareholders of Hengshan, and approval by the GNI Board of Directors. 
 
Hengshan currently employs about 280 people and generated drug sales of 141.9 million RMB 
(2.01 billion JPY) in 2007. The manufacture and supporting area is about 15,948 square meters 
and occupies 36444 square meters of land at the outskirts of metropolitan Shanghai. The main 
products of Hengshan are antibiotics and other generic drugs. Formulations include capsule, 
tablet, granule, and powder. Hengshan obtained GMP certification from the SFDA in 2004. GNI 
will retain Hengshan’s brand for future drug sales in China.  
 
The acquisition of Hengshan is strategic for GNI’s development pipeline. Upon approval of 
drugs in trials by the SFDA, we intend to produce and market such drugs in China first. GNI 
must secure manufacture capacity in advance to obtain production certificates from the 
SFDA. GNI will seek regulatory approval in Japan after receiving proof-of-concept clinical 
trial results in China. To reflect GNI’s growing emphasis on pharmaceutical development and 
sales, a new website, www.gnipharma.com, has been launched recently. 
 
Dr. Ying Luo, GNI’s Chief Executive Officer, said “We have a leadership team dedicated to 
transform GNI into a full-fledged Asian pharmaceutical company. After years of gene-
networks/protein-protein interaction discovery research, we have discovered interesting drug 
targets and are now starting to focus on pre-clinical and clinical development. As the global 
pharmaceutical industry is facing the cost and speed of clinical trials as the bottleneck of 
drug development, our business model is to leverage our cost-efficient clinical research 
network and huge patient resource in China to deliver effective solutions. The Hengshan 
acquisition will enable us to gain access to downstream production capacity necessary for 
our future growth. The expanded revenue base also provides us with more resources to 
meet present and future challenges.” 
 
Luo continued, “The Chinese healthcare market is experiencing double-digit growth recently. 
By the Acquisition, we will be well positioned as a bridge between China and Japan to take 
advantage of new opportunities from this emerging market, as well as the world’s second 
largest healthcare market (Japan), at the same time.” 
 
To prepare for the future launch of F647 and F351, GNI has already started to build a 
product distribution network by setting up sales offices in Beijing, Tianjin, and Henan 
Province of China. These sales offices will be combined with Hengshan’s existing nationwide 
drug distribution network. GNI will also explore the possibility of leveraging Hengshan’s 
manufacture capacity to provide contract manufacturing for international markets. 
 



About GNI 
Founded in 2001, GNI, Ltd. is a clinical-stage international drug development company with 
its headquarters in Tokyo, Japan, and major operations in Shanghai, China.  In June 2005, 
GNI acquired Shanghai Genomics, which was also founded in 2001, and currently operates 
an integrated drug discovery and development platform in Shanghai.  The combined 
strengths of GNI and Shanghai Genomics has resulted in research collaborations with major 
international pharmaceutical companies.  GNI has offices in Beijing, Tianjin, and Zhengzhou, 
China and Fukuoka, Japan.  For further information, please visit www.gnipharma.com and 
www.shanghaigenomics.com. 
 
About Hengshan Pharmaceuticals 
Hengshan Pharmaceuticals, formerly named the Shanghai 21st Pharmaceutical Plant, was 
established in 1942 as a state-owned enterprise, which was one of the earliest capsule drug 
production company in China. Products such as Eprazinone Dihydrochloride, 
ClomifeneCitrate capsule, Amoxicillin, Coenzyme Q10 were included in the list of “2004 
Shanghai Famous and Excellent Pharmaceutical Brands.” 
 

Company Outline                           (current as of Dec. 31, 2007 except for “shareholders”) 
Name Hengshan Pharmaceuticals, Inc. 
Representatives Chairman, Jigen Chen 

Vice Chairman and CEO, Mao Miaogen   
Address 3777 Jiangchuan Road, Min Hang District, Shanghai, China 
Founding Incorporated as Hengshan Pharmaceuticals on Oct 14, 1993  

(Established in 1942) 
Main Business Manufacturing of Pharmaceuticals 
Account End December 31  
Number of Employees 280 people 
Main offices Shanghai, China 
Capital 47,490,000 RMB 
Shareholders  
(after the Acquisition) 

 
GNI     51.00% 
Miaogen Mao    2.17%  (Vice Chairman and CEO) 
Other executives and regular employees    46.83%  (43People) 

 
Latest Business Results                                                                   (Units: Million JPY) 
 FY2005 FY2006 FY2007 
Revenue 1,588 1,661 2,012
Ordinary profit 9 44 4
Net profit 9 44 2
Assets total 1,697 1,778 1,667
Equity total 845 876 726

Note 1: RMB have been converted at the rate of ¥14.18JPY to 1RMB, the effective rate of 
exchange at Dec. 31, 2007. 

Note 2:  The Results for FY2005 and FY2006 were not audited. 
 
For further inquiries 
Mayumi Higuchi Tel: +81 (03) 3580-0751  
   Email: ir@gene-networks.com 
Ying Luo  Tel: +86 1381-769-8961 
   Email: bd@shanghaigenomics.com 
 

This press release contains "forward-looking" statements, including statements related to GNI's plans to pursue 
development of product candidates and the timing thereof, including our ability to obtain regulatory approvals. Any 
statements contained in this press release that are not statements of historical fact may be deemed to be forward-
looking statements. Words and phrases such as "will," "can," "may," “intend to” and similar expressions are 
intended to identify these forward-looking statements. There are a number of important factors that could cause 
GNI's results to differ materially from those indicated by these forward-looking statements, including risks 
associated with the timing and success of clinical trials, the regulatory approval process in both China and Japan 



and the commercialization of product candidates. GNI does not undertake any obligation to update forward-
looking statements. 


