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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 company established in the People's Republic of China with limited liability)

CONNECTED TRANSACTIONS

The Company and GPHL have entered into the Warehouse Tenancy Agreement on 29th November,2000, pursuant to which GPHL agrees to lease the Buildings to the Company and certain subsidiaries of the Company at the Rental.

The Company and GPHL have entered into the Office Tenancy Agreement on 29th November,2000, pursuant to which GPHL agrees to extend the existing lease of the Office to the Company at the Office Rental.

As GPHL is the controlling shareholder of the Company, each of the Warehouse Tenancy Agreement and the Office Tenancy Agreement constitutes a connected transaction of the Company for the purposes of the Listing Rules. Pursuant to rule 14.25 of the Listing Rules, details of the Warehouse Lease Transaction and the Office Lease Transaction are disclosed in this announcement and will be included in the relevant annual reports and audited accounts of the Company subsequently published covering the terms of the Warehouse Tenancy Agreement and the Office Tenancy Agreement.

The Group is principally engaged in the manufacture and sale of Chinese medicine (and to a lesser extent, western pharmaceutical products) and the trading of western pharmaceutical products, Chinese patent medicine, Chinese raw medicine and various medical apparatus.

The Warehouse Lease Transaction

Date
: 29th November, 2000

Parties
: Company
: Guangzhou Pharmaceutical Company Limited

GPHL
: Guangzhou Pharmaceutical Holdings Limited

Term
: Three years from 1st September 2000 to 31st August 2003 with an option for both parties to renew on terms and conditions to be agreed between the parties.

Use of the Buildings

The Company intends to lease the Buildings as warehouse or factories for the storage of pharmaceutical products for the Company and certain subsidiaries of the Company.

Rental

Pursuant to the Warehouse Tenancy Agreement, the annual rental payable by the Company will be approximately RMB1,464,200 being the aggregate sum of (i) the valuation of the land on which the Buildings are situated as at 31st July 1997 divided by 50 years (based on the rate of depreciation of the land) and (ii) the valuation of the Buildings as at 31st July 1997 divided by 25 years (based on the rate of depreciation of the Buildings). The Rental is exclusive of charges for utilities and other outgoings and is payable on a quarterly basis.

The Directors consider that the terms of the Warehouse Tenancy Agreement are based on normal commercial terms and are fair and reasonable in so far as the Shareholders are concerned and the Warehouse Lease Transaction is in the interest of the Company.

The Office Lease Transaction

Date
:
29th November, 2000

Parties
: Company
: Guangzhou Pharmaceutical Company Limited

GPHL
: Guangzhou Pharmaceutical Holdings Limited

Term
: Three years from 1st February 2001 to 31st January 2004 with an option for both parties to renew on terms and conditions to be agreed between the parties.

Use of the Office

The Company intends to use the Office as the office of the Company.

Office Rental

Pursuant to the Office Tenancy Agreement, the annual rental payable by the Company will be approximately RMB540,600, which is calculated at the rate of RMB85.00 per square meter per month. Such rate is based on the average of the standard rent for offices prescribed by Guangzhou Real Estate Administration Bureau. The Office Rental is exclusive of charges for utilities and other outgoings and is payable on a quarterly basis.

The Directors consider that the terms of the Office Tenancy Agreement are based on normal commercial terms and are fair and reasonable in so far as the Shareholders are concerned and the Office Lease Transaction is in the interest of the Company.

Funding

The Rental and the Office Rental in respect of the Warehouse Lease Transaction and the Office Lease Transaction will be funded by internal resources of the Group.

Connected transactions:

As at 29th November,2000, being the latest practicable date before the publication of this announcement, GPHL and its associates (as defined in the Listing Rules) beneficially owned an aggregate of about 70% of the issued share capital of the Company. Accordingly each of the Warehouse Tenancy Agreement and the Office Tenancy Agreement constitutes a connected transaction of the Company for the purpose of the Listing Rules. However, prior approval from the independent shareholders of the Company is not required pursuant to Rule 14.25(1)(a) of the Listing Rules because the aggregate of the Rental and the Office Rental payable during the terms of the Warehouse Tenancy Agreement and the Office Tenancy Agreement represents less than 3% of the net tangible asset value of the Company as at 31st December 1999 being the date of the latest published audited consolidated accounts of the Company. Details of the Warehouse Lease Transaction and the Office Lease Transaction are disclosed in this announcement and will be included in the relevant annual reports and annual audited accounts of the Company subsequently published covering the terms of the Warehouse Tenancy Agreement and the Office Tenancy Agreement pursuant to rule 14.25 of the Listing Rules.

Terms used in this announcement:

"Buildings"
certain buildings in the PRC which will be leased by GPHL to the Company and certain subsidiaries of the Company the details of which are set out in the Warehouse Tenancy Agreement




"Company"
Guangzhou Pharmaceutical Company Limited, a company established in the PRC with limited liability which H shares are listed on the Stock Exchange




"Directors"
the directors of the Company, including the independent non-executive directors of the Company, namely Messrs. Zhang Bohua, Chu Yu Lin, David, Liu Jinxiang, Wu Zhang and Huang Boren




"GPHL"
Guangzhou Pharmaceutical Holdings Limited (廣州醫藥集團有限公司), a company established under the laws of the PRC with limited liability and the controlling shareholder of the Company




"Group"
the Company and its subsidiaries




"Listing Rules"
Rules Governing the Listing of Securities on the Stock Exchange




"Office"
second floor of the office building situated at 45 Shamian Bei Street, Guangzhou City, Guangdong Province, PRC




"Office Lease 
the agreement dated 29th November, 2000 between

  Agreement"
the Company and GPHL in respect of the leasing of the Office.




"Office Lease 
the transaction in respect of the leasing of the Office

  Transaction"
pursuant to the Office Tenancy Agreement




"Office Rental"
the rental payable by the Company to GPHL pursuant to the Office Tenancy Agreement




"Rental"
the rental payable by the Company or certain subsidiaries of the Company to GPHL pursuant to the Warehouse Tenancy Agreement




"Shareholder(s)"
registered holder(s) of the shares of the Company







"Stock Exchange"
The Stock Exchange of Hong Kong Limited




"Warehouse 
the agreement dated 29th November, 2000 between

  Tenancy 
the Company and GPHL in respect of the leasing of

  Agreement"
the Buildings




"Warehouse Lease 
the transaction in respect of the leasing of the

  Transaction"
Buildings pursuant to the Warehouse Tenancy Agreement




"RMB"
Renminbi, the official currency of the PRC




"PRC"
the People's Republic of China

By order of the Board of

Guangzhou Pharmaceutical Company Limited

He Shuhua

Company Secretary

Guangzhou, the PRC, 29th November, 2000

Please also refer to the published version of this announcement in the i Mail dated 30/11/2000.
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