The Stock Exchange of Hong Kong Limited takes no responsibility for the contents of this announcement, makes no representation as to its accuracy or completeness and expressly disclaims any liability whatsoever for any loss howsoever arising from or in reliance upon the whole or any part of the contents of this announcement.
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(a joint stock limited company incorporated in the People's Republic of China with limited liability)

PROPOSED APPLICATION FOR THE ISSUE OF A SHARES IN THE PEOPLE'S REPUBLIC OF CHINA

SUMMARY

The Company intends to apply to the relevant PRC authorities for the allotment and issue of A Shares to institutional and public investors in the PRC and the listing of such A Shares on the Shenzhen Stock Exchange in the PRC.  

Save as disclosed herein, the Board confirm that they are not aware of any matter discloseable under the general obligation imposed by paragraph 2 of the Listing Agreement, which is or may be of a price sensitive nature.

The Company intends to apply to the relevant PRC authorities for the allotment and issue of A Shares to institutional and public investors in the PRC and such A Shares are proposed to be listed on the Shenzhen Stock Exchange.  

STRUCTURE OF THE A SHARE ISSUE

The proposed structure of the A Share Issue will comprise the following:

(i)
Number of A Shares to be issued:

Not less than 80,000,000 A Shares and not more than 100,000,000 A Shares.

(ii)
Target subscribers

All natural persons and legal person investors (except those restricted by the PRC laws and regulations) that have A Shares stock trading accounts with the Shenzhen Stock Exchange.

(iii)
Issue price and pricing process

The issue price of A Shares will be set according to the "price-to-earnings" ratio valuation method. "Book-building" process will be conducted to determine an appropriate issue price for the A Share Issue. The issue price of A Shares will be fixed by agreement between the lead underwriter of the A Share Issue and the Company with reference to market demand for the A Share Issue.

(iv)
Use of proceeds

The net proceeds of the issue of the A Shares are presently intended to apply for the following purposes:

-
approximately RMB330,000,000 for the production of new medicine products and technical improvement of selected major products;

-
approximately RMB59,800,000 for the establishment of Chinese medicine production plants which utilise the latest technology for extraction and isolation of medical ingredients;

-
approximately RMB190,000,000 for the expansion of sales network and development of logistics centres and commercial ERP projects of the Company;

-
approximately RMB80,000,000 for the establishment of research centres for bio-medical research studies; and

-
the remaining balance as additional general working capital of the Company.

EFFECTS OF THE A SHARE ISSUE ON THE COMPANY'S CAPITAL STRUCTURE

Set out below is a summary of the change of the shareholding percentage of the Company prior to and immediately upon the completion of the A Share Issue based on the minimum and maximum number of A Shares to be issued:

(i)
Minimum number of 80,000,000 A Shares to be issued:






Immediately upon 


Prior to the

Shareholding

the completion of the

Shareholding

Type of shares
A Share Issue

percentage (%)

A Share Issue

percentage (%)

State-owned shares
513,000,000 shares

70.00

513,000,000 shares

63.11

A Shares
- 

-

80,000,000 shares

9.84

H Shares
219,900,000 shares

30.00

219,900,000 shares

27.05

Total
732,900,000 shares

100.00

812,900,000 shares

100.00

(ii)
Maximum number of 100,000,000 A Shares to be issued:






Immediately upon 


Prior to the

Shareholding

the completion of the

Shareholding

Type of shares
A Share Issue

percentage (%)

A Share Issue

percentage (%)

State-owned shares
513,000,000 shares

70.00

 513,000,000 shares

61.59

A Shares
- 

-

100,000,000 shares

12.01

H Shares
219,900,000 shares

30.00

219,900,000 shares

26.40

Total
732,900,000 shares

100.00

832,900,000 shares

100.00

EXTRAORDINARY GENERAL MEETING

The 2nd EGM will be held on 18th October, 2000 at which special resolutions will be proposed to consider and, if thought fit, to approve, inter alia, the A Share Issue. It should be noted that the A Share Issue, upon the approval from the shareholders of the Company at the 2nd EGM, is still subject to the approval of the CSRC and approval of the Shenzhen Stock Exchange to the listing and trading in the A Shares on the Shenzhen Stock Exchange.

INTERIM DIVIDEND

Pursuant to the 2000 Interim Announcement, the Company Register will be closed from 25th September, 2000 to 4th October, 2000 (both dates inclusive), during which no transfers of H Shares will be effected.  In addition, the interim dividend will be paid on or before 16th October, 2000 to those shareholders whose names appear on the Company Register at the close of business on 3rd October, 2000.  

However, pursuant to the notice of postponement of Extraordinary General Meeting of the Company dated 1st September, 2000, in order to facilitate the registration for the shareholders of the Company entitled for the interim dividend as set out in the 2000 Interim Announcement and the postponement of the 1st EGM, the timing for the closure of the Company Register, the date in determining which shareholders of the Company are entitled to the interim dividend and the date for paying the interim dividends will change. The Company Register will be reopened with effective from 9:00a.m., 4th September, 2000 and will be closed from 18th September, 2000 to 18th October, 2000 (both dates inclusive), during which no transfers of H Shares will be effected.  Shareholders whose names appear on the Company Register on 22nd September, 2000 (instead of 3rd October, 2000) will be entitled for the interim dividends.  In order to be qualified for the interim dividend as set out in the 2000 Interim Announcement, all transfers of H Shares accompanied by the relevant share certificates must be lodged with the Company's H share registrar, HKSCC Registrars Limited at 2/F, Vicwood Plaza, 199 Des Voeux Road Central, Hong Kong, not later than 4:00p.m. on 15th September, 2000. The interim dividend will be paid on 26th October, 2000 (instead of on or before 16th October, 2000) to those shareholders whose names appear on the Company Register at the close of business on 22nd September, 2000.

GENERAL

Save as disclosed herein, the Board confirm that they are not aware of any matter discloseable under the general obligation imposed by paragraph 2 of the Listing Agreement, which is or may be of a price sensitive nature.

DEFINITIONS

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

"A Share(s)"
the domestic ordinary share(s) of the Company with a nominal value of RMB1.00 each proposed to be issued to institutional and public investors in the PRC by the Company

"A Share Issue"
the proposed issue of A Shares to institutional and public investors in the PRC by the Company, in which such A Shares are proposed to be listed on the Shenzhen Stock Exchange 

"Board"
the board of directors of the Company

"Company"
廣州藥業*-份有限公司(Guangzhou Pharmaceutical Company Limited), a joint stock limited company established in the PRC with limited liability on 1st September, 1997, the H Shares of which are listed on the HKSE

"Company Register"
the Register of Members of the Company

"CSRC"
中國*"券監督管理委員會(China Securities Regulatory Commission)

"H Shares"
the overseas listed foreign shares of the Company with a nominal value of RMB1.00 each and listed on the HKSE

"HKSE"
The Stock Exchange of Hong Kong Limited

"Hong Kong"
the Hong Kong Special Administrative Region of the PRC

"2000 Interim Announcement"
the 2000 interim result announcement of the Company dated 18th August, 2000

"Listing Agreement"
the listing agreement entered into between the Company and the HKSE in accordance with appendix 7 of the Rules Governing the Listing of Securities on the HKSE

"PRC"
the People's Republic of China excluding, for the purpose of this announcement, Hong Kong, Macau and Taiwan

"1st EGM"
the Extraordinary General Meeting of the Company to be held at 9:00a.m. on 18th October, 2000 to, inter alia, elect the second board of directors of the Company and the second supervisory committee of the Company

"2nd EGM"
the Extraordinary General Meeting of the Company to be held at 11:00a.m. on 18th October, 2000 to, inter alia, consider and approve the A Share Issue

"Shenzhen Stock Exchange"
深圳*"券交易*" (Shenzhen Stock Exchange)

"RMB"
Renminbi, the lawful currency of the PRC


By the order of the Board of


He Shuhua


Company Secretary
Guangzhou, the PRC, 1st September, 2000
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