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Gpc Guangzhou Pharmaceutical Company Limited





(a joint stock limited company incorporated in the People's Republic of China with limited liability)

Resolutions passed on the 15th meeting of the Board of Directors of

Guangzhou Pharmaceutical Company Limited

The 15th meeting of the first board of directors ("Board") of Guangzhou Pharmaceutical Company Limited (hereinafter called "the Company"), chaired by the Chairman of the Company, Mr Cai Zhixiang, was held at the Conference Room of the Company on 1st September, 2000. The number of directors of the Company ("Directors") required to be present was 11, in which seven Directors actually present; three Directors by proxy; and one absence. Supervisors and senior management of the Company also presented at the meeting, which is in accordance with the requirements of the Company Law of the People's Republic of China (the "PRC") and the Memorandum and Articles of Associations of the Company. The following resolutions were considered and duly passed in the meeting.

IT WAS RESOLVED:

1.
THAT the issue of ordinary shares of the Company ("A Shares"), which are denominated in Renminbi, and the proposed listing of such A Shares in 2000 ("A Share Issue") be and is hereby approved. Details of the A Share Issue are as follows:

In response to the latest development of the Chinese medicine industry and to enhance the competitiveness of the Company to meet with the challenge as a result of the PRC entering in the World Trade Organization ("WTO"), the Board passed the resolution of issue of new A shares denominated in Renminbi and the listing of such A Shares in the PRC.

Details of the new A shares:

(1)
Type of securities:
Ordinary shares (A shares) denominated in Renminbi ("RMB") for the public listing in the PRC

(2)
Number of shares 
Minimum 80,000,000 A Shares and maximum 100,000,000 A Shares, to be issued:
each with a par value of RMB1.00

(3)
Listing place:
Shenzhen Stock Exchange

(4)
Target subscribers 
Target subscribers


and markets:
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



Target markets

All securities trading centres in the PRC that are within the system network ("Network") of the Shenzhen Stock Exchange 

(5)
Determining the 
The lower range of the initial issue price of A Shares will be determined issue price:
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.

(6)
Structure of the 
(i)
Institutional investors should apply outside the Network, in which A Share Issue:

approximately 30% of the A Shares offered under the A Share Issue will be available for investors outside the Network;

(ii)
public investors should apply through the Network, in which approximately 70% of the A Shares offered under the A Share Issue will be available for investors within the Network; and

(iii)
the lead underwriter and the Company can reallocate the number of A Shares available for investors within and outside the Network based on the application results.

(7)
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 (including capsule, tablet and fluid) and technical improvement of selected major products (including capsule, tablet, fluid, dose and lotion);

*
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

*
approximately RMB50,000,000 as general working capital of the Company.

Total funding required for the above projects is approximately RMB709,800,000. The net proceeds received from the A Share Issue will initially apply to the above projects and the remaining proceeds will be used as additional general working capital. In the event the net proceeds received from the A Share Issue cannot satisfy the funding requirement of the above projects, the differences will be funded by the Company itself.

Details of the above projects will be disclosed in the offering memorandum and the prospectus.

The above resolution will be proposed at the second extraordinary general meeting of the Company to consider and approve and will be reported to China Securities Regulatory Commission for approval and implementation.

2.
THAT the feasibility of investment projects which are to be financed by the net proceeds received from the A Share Issue be and is hereby approved.

Each investment project to be funded by the net proceeds of the A Share Issue was discussed in the meeting. It was resolved that these projects were in accordance with the production policy of the State of the PRC and the development strategy of the Company. Through verification and analysis, these projects were feasible with respect to the production development and the market potential. Upon completion of the establishment of these projects, new sources of revenue will be generated for the Company. The Company's growth can thus be sustained through a better economy of scale and market positioning. Accordingly, the Board unanimously agreed that the investments of these projects are feasible.

The Directors, presented in the meeting, approved the feasibility of investments of these projects and are confident in the future prospects of these projects. They also believed that the targets set for these projects can be achieved with the funding raised from the A Share Issue.

3.
THAT the explanatory notes regarding the status of the use of proceeds received from the issue of H shares of the Company in October 1997 ("Explanatory notes") and the report on the use of proceeds received from the issue of H shares of the Company in October 1997 ("Report") compiled by the Guangzhou Yangcheng Certified Public Accountants Co., Ltd.. be and is hereby approved.

The Explanatory notes and the Report were considered at the meeting. The Board considered that the Explanatory notes and the Report were in line with the current status of the use of proceeds received from the issue of H shares of the Company in October 1997 ("H Share Offer") and the disclosure made in the prospectus of the Company.

As at 31st July, 2000, approximately RMB331,190,000 of the net proceeds received from the H Share Offer has been applied to the following purposes:

(1)
approximately RMB50,380,000 (approximately HK$47,000,000) for the research and development of the Group's new products;

(2)
approximately RMB180,070,000 (approximately HK$168,000,000) for upgrading the Group's production technology;

(3)
approximately RMB10,700,000 (approximately HK$10,000,000) for the establishment of the innovation centre for new technologies;

(4)
approximately RMB39,660,000 (approximately HK$37,000,000) for the establishment of new retail outlets; and

(5)
approximately RMB50,380,000 (approximately HK$47,000,000) as working capital.

4.
THAT upon the completion of the A Share Issue, the existing and new shareholders of the Company will be entitled to the undistributed profit of the Company be and is hereby approved.

5.
THAT the Board be and is hereby authorised to do for and on behalf of the Company all relevant matters which are in connection with the A Share Issue, including:

(1)
based on the method determining the issue price of the A Shares to be considered and approved in the second extraordinary general meeting of the Company, the determination of the initial issue price range for the "book-building" process, the structure of the A Share Issue, the final issue price and the number of A Shares to be issued;

(2)
the execution of all material contracts in relation to investment projects which are intended to be funded by the net proceeds of the A Share Issue;

(3)
the amendments of the Memorandum and Articles of Associations of the Company subsequent to the completion of the A Share Issue;

(4)
the registration of the change in registered capital of the Company subsequent to the completion of the A Share Issue; and 

(5)
handling any other matters in connection with the A Share Issue. 

The A Share Issue shall be valid for one year from the date of passing such resolution at the second extraordinary general meeting of the Company.

The above mandate authorising the Board to do all relevant matters in connection with the A Share Issue shall be valid for one year from the date of passing the resolution in the second extraordinary general meeting of the Company.

6.
THAT the second extraordinary general meeting of the Company shall be held for the following purposes, details of which are set out in the notice of extraordinary general meeting):

(1)
to consider and approve the proposal for the application and implementation of the issue of A Shares and the proposed listing of such A Shares on the Shenzhen Stock Exchange in the PRC in 2000;

(2)
to consider and approve the feasibility of investment projects which are to be financed by the net proceeds received from the A Share Issue;

(3)
to consider and approve the status of the use of proceeds received from the issue of H shares of the Company in October 1997;

(4)
to consider and approve, upon the completion of the A Share Issue, that the existing and new shareholders of the Company will be entitled to the undistributed profit of the Company; and

(5)
to consider and authorise the Board to do for and on behalf of the Company all relevant matters which are in connection with the A Share Issue.


The Board of Directors


Guangzhou Pharmaceutical Company Limited

Guangzhou, the PRC, 1st September, 2000
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