廣州藥業股份有限公司

Zuangzhou Pharmaceutical Company Limited

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

ANNOUNCEMENT OF 2001 INTERIM RESULTS

Important notice: The Board of Directors (the "Board") severally and jointly accepts full responsibility for the authenticity, accuracy and completeness of the information contained in this interim report and warrants that there are no material omissions from, or misrepresentations or misleading statements contained in this interim report. The interim financial reports are unaudited.

I.
COMPANY PROFILE

1.
Legal name

  
Chinese name:
廣州葯業股份有限公司

  
Chinese abbreviation:
廣州葯業

  
English name:
Guangzhou Pharmaceutical 



Company Limited (the "Company")


English abbreviation:
GPC

2.
Registered office addresses:


The People's Republic of China


  (the "PRC") registered office address:
45 Sha Mian North Street, 


  
Guangzhou city,



Guangdong Province, PRC


Post code:
510130


Telephone:
(8620) 81218103


Fax:
(8620) 81876408


Website:
http://www.gzphar.com


E-mail:
sec@gpc.com.cn


Principal business address


  in Hong Kong:
Room 2005, 20th Floor,



Tower Two, Lippo Center,



89 Queen's way Road, Hong Kong

3.
Legal representative:
Cai Zhixiang

4.
Company Secretary


Name:
He Shuhua

  
Address:
45 Sha Mian North Street, 



Guangzhou city, 



Guangdong Province, PRC


Telephone:
(8620) 81218117

  
Fax:
(8620) 81876408


E-mail:
hesh@ghc.com.cn

5.
Newspapers designated by the 
Shanghai Securities Daily, 


Company to disclose information:
China Securities



Hong Kong Economic Daily



Hong Kong iMail

6.
Internet website publishing interim 


  report designated by: 



The China Securities Regulatory


  Committee
http://www.sse.com.cn


The Hong Kong Stock Exchange
http://www.hkex.com.hk

7.
Place where the interim report is 
Company Secretary Office


  available for inspection:
Guangzhou Pharmaceutical Co Ltd



2nd Floor, 45 Sha Mian North Street, 



Guangzhou city,



Guangdong Province, PRC

8.
Place of listing of shares


  and trading codes:
A shares



Shanghai Stock Exchange



Stock code: 600332



Stock name: GZ Phar.



H shares



The Stock Exchange of



Hong Kong Limited



Stock code: 0874



Stock name: GZ Phar.

II.
Principal financial data and financial indicators 

1.
Principal financial indicators prepared in accordance with PRC accounting rules and regulations: 



Adjusted, 


Unaudited
Unaudited


Six months 

Six months 

Year ended


ended 30 June 

ended 30 June 

31 December


2001

2000

2000


Rmb'000

Rmb'000

Rmb'000

Income from principal operations
2,644,971

2,156,087

4,222,857

Net profit 
90,764

81,356

141,437

Net profit after deducting

  non-operating items
92,758

85,502

126,529

Earnings per share (diluted)
0.1119

0.111

0.1622

Earnings per share (weighted average)
0.1138

0.111

0.1622

Return on net assets
4.21%

5.8%

10.08%

Net cash inflow from operating

  activities per share
0.062

0.274

0.39



Adjusted, 



Unaudited


Unaudited
Year ended


At 30 June 

at 30 June 

31 December


2001

2000

2000


Rmb'000

Rmb'000

Rmb'000

Total Assets
3,797,261

3,028,612

3,011,072

Gearing ratio 
40.60%

49.18%

52.79%

Shareholders' equity (before

  minority interests)
2,155,914

1,403,206

1,326,778

Net assets per share
2.66

1.91

1.64

Adjusted net assets per share
2.51

1.73

1.68

Note:

1.
The above financial data and indicators are based on consolidated accounts. The comparative figures of 2000 have been restated in accordance with "Accounting Regulations for Enterprises" and new accounting rules.

2.
Non operating items included:
(Rmb'000)


Non-operating income
3,165


Non-operating expenses
5,490


Subsidies income
332

2.
Summary of profit and loss accounts prepared in accordance with PRC accounting rules and regulations: 


Return on net assets (%)
Earnings per share

Profit during
fully
weighted 
fully 
weighted 

the reporting period
diluted
average
diluted
average

Net profit
4.21
4.57
0.1119
0.1138

3.
Extracted from the accounts prepared in accordance with accounting principles generally accepted in Hong Kong (the "HK GAAP"):


Unaudited

Unaudited 


six months ended

six months ended 


30 June 2001

30 June 2000


Rmb'000

Rmb'000

Profit and loss account 

Turnover
2,644,971

2,150,903

Profit before taxation
107,579

111,777

Taxation
54,194

27,166

Profit after taxation
53,385

84,611

Minority interests
1,322

6,219

Net profit
52,063

78,392


Unaudited

 


As at 30

As at 31 


June 2001

December 2000 


Rmb'000

Rmb'000

Balance Sheet

Total assets
3,986,173

3,256,426

Total liabilities (including

  minority interests)
1,621,548

1,657,609

Net assets
2,364,625

1,598,817

Gearing ratio *
40.68%

50.90%

*
Gearing ratio is computed based on: Total liabilities / Total assets x 100%

4.
Reconciliation of interim profit after taxation according to PRC accounting rules and regulations and HK GAAP


Unaudited


RMB'000

Net profit under PRC accounting rules and regulations
90,764

Amortisation of deferred expenditure capitalised
(5,224
)

Additional depreciation on revalued fixed assets
(722
)

Overprovision of research and development costs
9,003

Bad debt provision written back
4,504

Government subsidies recognised as income
300

Impairment of fixed assets and construction in progress 

  recognised as current period charges
(50,277
)

Prepaid expenses written off
(1,935
)

Difference in minority interests
5,650

Net profit under HK GAAP
52,063

III.
CHANGE IN SHARE CAPITAL AND SHAREHOLDERS

1.
Change in share capital


Changes (+,-)



Before this change
New issues
After this change

A.
Unlisted shares

1.
Initiators' shares


including:


State-owned shares
513,000,000
-
513,000,000


Total unlisted shares
513,000,000
-
513,000,000

B.
Listed shares

1.
RMB ordinary shares
-
78,000,000
78,000,000

2.
Foreign shares


  listed outside


  the PRC (H shares)
219,900,000
-
219,900,000


Total listed shares
219,900,000
78,000,000
297,900,000

C.
Total Shares
732,000,000
78,000,000
810,900,000

Note:
During the reporting period, the number of shares in issue on 30 June 2001 has been increased from 732,900,000 shares to 810,900,000 shares at the beginning of the period, as a result of the issue of 78,000,000 A shares in the PRC on 10 January 2001. The percentage of the State shares to total shares in issue has decreased from 70% to 63.26%. The percentage of listed shares to total shares in issue has been increased from 30% to 36.74%.

2.
Major shareholders

As at 30 June 2001, the top ten major shareholders of the Company were as follows:

Shareholders
Type of shares
Share holding
Percentage (%)



(shares)

GZPHL
State-owned shares
513,000,000
63.26 

HKSCC Nominees Limited
H Shares
218,485,000
26.94 

HSBC Nominees (Hong Kong) Limited
H Shares
800,000
0.099 

Wang Bao Guo
H Shares
250,000
0.031 

Xing He Fund
A Shares
216,890
0.027 

Xing Ye Securities
A Shares
210,260
0.026 

Yao Yunfeng
A Shares
200,000
0.025 

Deng Dakai
A Shares
183,500
0.023 

Li Juguang
A Shares
180,071
0.022 

De Jing Department Store
A Shares
160,600
0.020 

Chen Meilan
A Shares
144,201
0.018 

Note:
(1)
Guangzhou Pharmaceutical Holdings Limited ("GZPHL") holds the State shares on behalf of the State. The shareholding by GZPHL has not changed during the reporting period. The shares held by GZPHL are not pledged as collateral. The top ten shareholders are not connected.


(2)
As notified by HKSCC Nominees Limited, the following company was holding more than 10% of the H shares issued by Company as at 29 June 2001.

Name of shareholder
Number of 

% of total


shares held

issued H shares

The Hong Kong and Shanghai

  Banking Corporation Limited
31,513,000

14.33%

Guotai Junan Securities

  (Hong Kong) Company Limited
27,078,000

12.31%

IV.
BUSINESS REVIEW AND PROSPECTS

(Unless otherwise stated, financial data contained herebelow is extracted from the accounts prepared by the the Company and its subsidiaries (the "Group") in accordance with PRC accounting rules and regulations).

Scope of business

The Group are principally engaged in (1) the manufacture and sale of Chinese patent medicine and (2) the wholesales, retail, import and export of Western and Chinese pharmaceutical products and various medical apparatus.

1.
Company's operation during the reporting period

According to PRC accounting rules and regulations, the Group's consolidated turnover from principal activities for the six months ended 30 June 2001 was about Rmb2,644,971,000, representing an increase of 22.67% over that of last year. Profit before taxation amounted to about Rmb151,853,000, representing an increase of 34.01% over that of 2000. Net profit amounted to about Rmb90,764,000, representing an increase of 11.56% over that of 2000.

According to HK GAAP, the Group's consolidated turnover from principal activities for the six months ended 30 June 2001 was about Rmb2,644,971,000 representing an increase of 22.97% over that of last year. Profit before taxation amounted to about Rmb107,579,000, representing a decrease of 3.76% over that of 2000. Net profits amounted to about Rmb52,063,000, representing a decrease of 33.59% over that of 2000. 

With the approval of the Board, effective 1 January 2001, the Group adopted the "Accounting Regulations for Enterprises" issued by the Ministry of Finance which contributed to certain changes in the Group's existing accounting policies, namely impairment of fixed assets and construction in progress. The total impairment charges for the six months ended 30 June 2001 amounted to about Rmb50,277,000. Although such charges are qualified for prior year adjustments pursuant to Caihui [2001] 17 issued by the Ministry of Finance, they are not considered as change in accounting policies under HK GAAP. Accordingly, the impairment loss were charged to the profit and loss account prepared under HK GAAP for the six months ended 30 June 2001. This attributed to the decrease in profit before taxation and net profit prepared under HKGAAP. 

Changes in the tax rate of enterprise income tax also attributed to the decrease in the net profit. Details of local tax privilege are set out in the section of "Disclosure of significant events".

During the first half of year 2001, the Group's manufacturing operations contributed to the Group's turnover and profit before taxation of about 31.81% and about 68.19%. The Group's trading operations contributed to the Group's turnover and profit before taxation of about 74.62% and about 25.38%.

(1)
CPM manufacturing business (the "manufacturing operations")

According to PRC accounting rules and regulations, turnover of the Group's manufacturing operations in the first half of 2001 was about Rmb841,457,000, representing an increase of 21.03% over that of 2000. Profit before taxation of the manufacturing operations was about Rmb113,311,000, representing an increase of 38.08% over that of 2000. According to HK GAAP, turnover was about Rmb841,457,000, representing an increase of 21.52% over that of 2000. Profit before taxation was about Rmb82,168,000, representing an increase of 13.32% over that of 2000.

The manufacturing operations focused on expanding the market share within and outside Guangdong province by strengthening its advertising campaigns in hospitals and retailing stores, reorganising the distributors, developing a marketing information network and improving the market analysis work. Other than continuously developing markets for the Company's major products such as Xiao Ke Wan, Xiashangju, Huatuo Zaizao Pills, etc., the manufacturing operations also explored the potential of certain second-line products such as Qing Re Xiao Yan Ning, Biyan Qingdu Granule, etc. Furthermore, the Group has implemented procedures to allow co-operation between the manufacturing and trading operations. This helped the group to improve its resources utilisation rate and enhance the sales of Wu Ji Bai Feng Wan and Chuanbei Pipa Oral Liquid.

In the first half of 2001, there was a considerable increase in the sales of major products like Xiao Ke Wan, Huatuo Zaizao Pills, Xiashangju, Wu Ji Bai Feng Wan, Wang Lao Ji Heat-clearing Tea Granules and Zhui Feng Tou Gu Wan. The sales of Huatuo Zaizao Pills also increased considerably in the Eastern European market. This improvement contributed to the increase in the sales revenue of the manufacturing operations.

As a result of strengthening the cost controls of the manufacturing operations, during the reporting period, the unit cost of certain major products and the operating expenses ratio decreased by 3.24% and 4.25%, respectively, in comparison with last year. This led to an increase in the gross profit margin of the manufacturing operations.

In order to secure a sustainable growth, the group has accelerated its technology upgrade and new products development. During this report period, the manufacturing operations have obtained approval to produce two new products, commenced commercial production of two new medicines, which are Shihu Yeguang Granule and Yifu Zhixue Pills, and in the process of devloping seventeen new products, which included Re Ke Qing Granules. The total sales of these new products for the first half of 2001 was about Rmb45,000,000.

During this reporting period, the Group has completed certain technology upgrade projects. These included the completion of a high-speed automatic pills production line in Guangzhou Xing Qun Pharmaceutical Co., Ltd., a microwave drying line in Guangzhou Qi Xing Pharmaceutical Factory and a GMP certification implementation of an ointment production line in Guangzhou Pan Gao Shou Pharmaceutical Co Ltd. At present, in order to meet the increasing market demand of Xiao Ke Wan, the Kwang Chow First Chinese Medicine Factory is expanding its production capabilities and planning for a new factory relocation. Technological upgrades shall improve the group's production efficiency and capacities and further enhance the competitive edge of the Group's core business. 

The Group has continued to implement an ERP management system for manufacturing operations in 2001. At present, the ERP management system is operating in four manufacturing subsidiaries of the Group. Other manufacturing subsidiaries are expected to implement the ERP management system in the first half of year 2002. The implementation of the ERP system has improved the overall efficiency and manufacturing quality of manufacturing operations.

During this reporting period, the turnover ratio of inventory and accounts receivable improved by 18.52% and 30.40%, respectively in comparision with last year.

The merger of Kwang Chow First Chinese Medicine Factory and Guangzhou Zhong Sheng Pharmaceutical Factory has improved the Group's resources management and enhanced the competitive advantage of its brand-name products to ensure sustainable growth. The sales and profit before taxation of Kwang Chow First Chinese Medicine Factory for the reporting period increased by 18.32% and 88.31% respectively.

(2)
Pharmaceutical trading business including wholesaling, retailing, import and export (the "trading operations")

According to PRC accounting rules and regulations, turnover of the Group's trading operations in the first half of year 2001 was about Rmb1,803,514,000, representing an increase of 23.46% over that of 2000. Profit before taxation of the trading operations was about Rmb38,541,000, representing an increase of 23.30% over that of 2000.  According to HK GAAP, turnover was about Rmb1,803,514,000, representing an increase of 23.66% over that of 2000. Profit before taxation is about Rmb 25,411,000, representing a drecrease of 35.29% over that of last year.

The State's medicine reform created severe competition in the pharmaceutical market and hence have, to a certain extent, affected the trading operations. Accordingly, the gross profit margin of trading operations for 2001 decreased by 1.22% in comparison with last year.

During the first half of 2001, the trading operations have successfully expanded its market share within and outside Guangdong province and other rural areas. During the report period, the trading operations have obtained distribution rights for more than 440 new products, of which 5 new products have national and regional exclusive distribution rights. The trading operations also expanded its customer base and increased 430 new customers. Such measures contributed to the increase in turnover of the trading operations. During the reporting period, the trading operatinos have strengthened the controls of inventory re-ordering and accounts receivable recoverability and adjusted its products mix. Accordingly, turnover ratio of inventory and accounts receivable improved by 14.07% and 3.28% respectively in comparison with last year.

In order to expand market share and secure a steady growth of the trading operations, the Group has expanded its retail chain stores network during the first half of 2001. As of 30 June 2001, the Group's retail chain stores increased from 155 stores as at 1 January 2001 to 219 stores. The Group's retail chain stores included 127 Cai Zhi Lin chain stores, which mainly deal with CPM retailing, and 92 Jian Min chain stores, which deal with Western pharmaceutical products retailing.

2.
The company's investments

(i)
Use of net proceeds

Use of net proceeds from issue of H shares

The Company issued a total 219,900,000 H shares in October 1997. The net proceeds of the issue amounted to HK$317,421,000 (approximately Rmb340,233,000). As at 30 June 2001. All the proceeds have been unutilised according to their proposed use.

Use of net proceeds from issue of A shares

With the approval from the China Securities Regulatory Commission, the company issued a total of 78,000,000 A shares on 10 January 2001. The net amount received from the issue totaled Rmb737,990,000. The A shares were listed on the Shanghai Stock Exchange on 6 February 2001. Details of the use of the proceeds of the A shares issue up to 30 June 2001 are as follows:

*
Approximately Rmb75,000,000 for upgrading production technology for the Group's major products and developing the Group's new products;

*
Approximately Rmb27,000,000 for expanding sales network, establishing logistic center and implementing ERP management information system; 

*
Approximately Rmb2,500,000 for establishing a biology phermaceutical research center; and

*
Approximately Rmb79,690,000 as working capital.

*
For preparing the establishment of an innovation centre for new technology of Chinese medicine;

The balance of net proceeds from issue of A shares has temporarily been invested in government treasury bonds or placed in banks for the Group's daily operations. The Company will utilise the balance of net proceeds in accordance with the progress of the above projects.

(ii)
Other investments

During the reporting period, with the approval of the second directors' meeting of the second term, the Company has subscribed 5,500,000 shares in Everbright Bank of China, which represents 0.093% of the total shares of Everbright Bank of China (5,891,000,000 shares) in issue. The total subscription price was Rmb10,725,000.

3.
Financial Status

1.
Change of major accounting itmes

Items
30 June
31 December 


2001
2000
Change


Rmb
Rmb

Total assets
3,797,261,296.17
3,011,702,084.18
26.08%

Accounts receivable
624,465,487.93
465,904,603.69
34.03%

Other accounts receivble
197,110,428.87
174,653,322.34
12.86%

Investment
713,433,819.68
790,462,500.78
-9.74%

Long-term investment
89,779,116.77
79,430,924.17
13.03%

Net fixed assets
605 376,280.44
621,379,486.26
-2.58%

Prepayments
26,881,468.71
4,638,122.33
479.45%

Other accounts payable
299,003,560.53
229,273,428.07
30.41%

Tax payable
51,192,759.95
35,519,653.23
44.13%

Long-term borrowings
40,000,000.00
65,000,000.00
-38.46%

Share capital
810,900,000.00
732,900,000.00
10.64%

Capital reserve
1,105,480,936.29
445,108,742.81
148.36%


Six months ended


30 June 2001
30 June 2000
Change


Rmb
Rmb

Profit from principal operations
599,040,209.80
522,595,652.32
14.63%

Finance costs
4,525,182.18
16,793,097.22
-73.05%

Income tax
54,116,860.58
26,355,345.77
105.34%

Net profit
90,763,780.34
81,355,802.05
11.56%

Undistributed profit
58,427,180.83
-38,665,311.41

2.
Explanatory notes to the accounts regarding the items involving changes of 30% or above as compared with the corresponding items at the beginning of the year (or the same period of the previous year)

(1)
Accounts receivable: Due to increase in sales for the six months ended 30 June 2001;

(2)
Prepayments: Due to the prepayments for additional advertising fees;

(3)
Other accounts payable: Due to increase in technological development fee and increase in the number of transactions with external units;

(4)
Tax payable: Due to a rise in value added tax;

(5)
Long-term borrowings: Due to partial repayments for long-term borrowings by the Company;

(6)
Capital reserve: Due to premium on the issue of A shares by the Company in 2001;

(7)
Finance cost: Due to decrease in net interest paid;

(8)
Income tax: Due to the increase in income tax rate from 15% to 33%;

(9)
Undistributed profit: Due to the charging of impairment losses which qualified for prior years adjustments as a result of adoption of new accounting policies.

4.
Prospects for the 2nd half of 2001

Through the use of proceeds from the issue of A shares and the gradual implementation of the projects as described above, the pace of improvements in technical standards and research and development will increase rapidly. It will help the Group to expand rapidly in the market and increase the competitive edge of its core business.

The Group's sales will sustain steady growth due to the expansion of the marketplace and the brand-name effect of major products. It is expected that there will be three products which 2001 annual sales will achieve Rmb100 million each and seven products which 2001 annual sales will achieve Rmb50 million each.

The Company will increase its investments in technology upgrade projects and  enhance the Group's strength in developing Chinese medicines and biology medical products. This will help the Group to sustain operational growth.

The Group will enhance the utilisation of capital funds and focus on potential mergers and acquisitions.

To tackle the decrease of gross profit margin of the trading operations in the first half of 2001, the group will actively expand its market share to improve sales and work hard to maintain the increase in profit of the manufacturing operations.

V.
DISCLOSURE OF SIGNIFICANT EVENTS

1.
The Board does not recommend the payment of a dividend for the six months ended 30 June 2001 nor propose any increase in share capital from the capitalisation of capital reserve. 

2.
Proposed scheme of profit distribution of year 2000

In accordance with the PRC accounting rules and regulations, net profit of the Group for 2000 was Rmb146,234,183. The Company and its subsidiaries respectively transferred 10% of its net profit to the statutory public welfare fund and the statutory surplus reserve fund, totalling Rmb29,246,000. The Board had recommended a final dividend of Rmb0.05 per share (including withholding tax for A share) for the year totalling Rmb38,985,000. The above scheme of profit distribution has completed, during the reporting period. There was no capitalisation of capital reserve in 2000.

3.
During the reporting period, the Group has not engaged in any litigation or arbitration. 

4.
During the reporting period, the Group has not undergone any merger and acquisition and assets restructuring processes.

5.
During the reporting period, the Group has no significant connected party transaction.

6.
The Company is independent from its ultimate holding company, Guangzhou Pharmaceutical Holdings Limited (GZPHL), in human resources, holdings of assets and financing arrangements. The details are as follows:

*
There is no duplicated appointment of senior management and the management of labour and payroll is separated. Managerial staff is remunerated by the Company;

*
The company maintains its own production, purchase and sales system. The Company uses 38 trademarks that are legally registered in the name of GZPHL. Pursuant to the Trademark Licence Agreement entered into between the Company and GZPHL on 1 September 1997, GZPHL has granted to the Company and its subsidiaries, an exclusive right to use the 38 trademarks for a term of 10 years. According to a confirmation letter concerning an extension of term for using the trademark issued by GZPHL to the Company on 21 November 2000, GZPHL agreed to grant an extension period of 10 years for the Company to use the 38 trademarks after the expiration of the said Trademark Licence Agreement. In addition, the Company owns 6 trademarks registered under its name.

*
The finance department is separate from other departments. Separate accounting and finance management systems have been set up. The Company has its own bank accounts.

7.
During the reporting period, the Company did not hold on trust, rent assets of other companies or vice versa, which have generated profit that accounted for 10% or more of the total profits for the period.

8.
The 2000 AGM passed the resolution to approve the re-appointment of Guangzhou Yangcheng Certified Public Accountants Co Ltd and PricewaterhouseCoopers as the domestic and international auditors of the Company.

9.
During the reporting period, the Company did not enter into any material contracts.

10.
The Company did not have any significant guarantee for any other companies during the report period.

11.
There were no changes in the name and trading codes of the listed shares of the Company during the report period.

12.
Purchase, sale or redemption of shares


The Company has not redeemed, purchased, sold or cancelled any of the Company's listed shares during the reporting period. 

13.
Rights of shareholders and supervisors to purchase or sale of shares


During the reporting period, no rights have been granted to the directors and supervisors of the company or their spouse or children under the age of 18 to subscribe for equity of the Company.

14.
There is no significant change in the following matters since the reporting date of the last annual report to 30th June, 2001:

-
the Group's bank loans and other loans

-
number of employees and remuneration policies

-
charges on the Group's assets

15.
The Group has no material exposure to fluctuation in exchange rate.

16.
Compliance with the code of best practice


Throughout the period, the Company was in compliance with the Code of Best practice as set out in Appendix 14 of the Listing Rules.

17.
Local tax privilege 


Pursuant to a document [2000] 1063 issued by the Guangzhou Finance Bureau, enterprise income tax of listed companies in Guangzhou city in 2001 will be initially based on the unified tax rate of 33% and the portion over 15% of the tax attributed to local government (i.e. 60% of 18%) shall be refunded by the relevant local finance authority. Accordingly, the effective local tax refund rate is 10.8%. The Company and its major subsidiaries will effectively be taxed at 22.2% in the year 2001. It is estimated that the total tax refund shall be amounted to Rmb15,000,00. As the application for the refund is still in progress as at the date of this report, the estimated tax refund has not been accounted for in the profit and loss account for the period.

18.
The Audit Committee has reviewed with management of the Company the accounting principles and policies adopted by the Group and discussed internal controls and financial reporting matters including a review of the unaudited interim accounts for the six months ended 30 June 2001 with the directors.

19.
During the reporting period, there were no entrusted investment matters. On 25th July, 2001, the fifth directors' meeting of the second term approved the appointment of Nanfang Securities Company to act as securities agent of the Company and its subsidiaries to invest in government treasury bonds and other securities. The appointment is in compliance with relevant legal procedures. Details have been disclosed by the Company in "China Securities" on 27th July, 2001.

VI.
Financial Summary (Unaudited)

1.
Financial Statements (prepared in accordance with PRC accounting rules, regulatins and standards)


Consolidated
Parent Company

Items




Same period 



At the end of

Same period



At the end 






of last year

This period

last year

of last year

This period

of last year






Rmb

Rmb

Rmb

Rmb

Rmb

Rmb

1.

Sales


2,156,087,198.60 

2,644,970,813.82 

4,222,857,015.97 

0.00 

0.00 

0.00 



Less: 

Cost of sale
1,622,777,837.51 

2,034,004,853.14 

3,201,331,862.39 

0.00 

0.00 

0.00 



Sales taxes and levies
10,713,708.77 

11,925,750.88 

19,792,568.06 

0.00 

0.00

0.00 

2.

Profit from



principal operations
522,595,652.32 

599,040,209.80 

1,001,732,585.52 

0.00 

0.00 

0.00 



Add:

other revenue
16,031,828.05 

15,768,155.71 

36,439,662.67 

278,348.69 

144,759.20 

2,433,359.33 



Less:

Selling expenses
180,077,654.32 

198,870,670.83 

348,172,061.02 

0.00 

0.00 

0.00 



  

Administration





  expenses
227,972,866.79 

255,801,958.85 

466,504,180.72 

4,905,690.33 

9,359,129.35 

13,594,661.68 



  

Financial





  expenses
16,793,097.22 

4,525,182.18 

27,913,527.64 

-3,028,219.66 

-11,467,816.56 

-5,357,377.21 

3.

Profit from operations
113,783,862.04 

155,610,553.65 

195,582,478.81 

-1,599,121.98 

2,253,446.41 

-5,803,925.14 



Add: 

Investment Income
3,673,055.16 

-1,764,079.66 

4,647,887.81 

82,953,293.04 

93,247,754.10 

147,368,727.11 



  

Subsidy income
0.00 

331,906.00 

9,288,486.45 

0.00 

0.00 

0.00 





Non-operating




  income
4,008,835.09 

3,164,701.46 

18,407,208.86 

10,260.00 

83.13 

10,344.91 



Less:

 Non-operating





  expenses
8,155,086.60 

5,490,460.63 

12,787,569.70 

8,629.01 

864.03 

138,279.72 

4.

Profit before tax
113,310,665.69 

151,852,620.82 

215,138,492.23 

81,355,802.05 

95,500,419.61 

141,436,867.16 



Less:

Taxation
26,355,345.77 

54,116,860.58 

62,725,426.49 

0.00 

0.00 

0.00 





Minority interests
5,599,517.87 

6,971,979.90 

10,976,198.58 

0.00 

0.00 

0.00 

5.

Net profit
81,355,802.05 

90,763,780.34 

141,436,867.16 

81,355,802.05 

95,500,419.61 

141,436,867.16 



Add: 

Retained earnings





  brought forward
-80,260,940.54 

-32,336,599.51 

-80,260,940.54 

5,068,248.70 

79,232,742.42 

5,068,248.70 



    

Transfer from others
0.00 

0.00 

0.00 

0.00 

0.00 

0.00 

6.

Distributable profit
1,094,861.51 

58,427,180.83 

61,175,926.62 

86,424,050.75 

174,733,162.03 

146,505,115.86 



Less:

Transfer to statutory





  surplus reserves
12,551,086.46 

0.00 

33,689,813.01 

8,135,580.21 

0.00 

14,143,686.72 



  

Transfer to public 





  welfare fund
12,551,086.46 

0.00 

33,689,713.12 

8,135,580.21 

0.00 

14,143,686.72 



  

Appropriation to





  staff bonus and





  welfare fund
0.00 

0.00 

0.00 

0.00 

0.00 

0.00 





Transfer to reserve




  fund
0.00 

0.00 

0.00 

0.00 

0.00 

0.00 





Transfer to enterprises





  development fund
0.00 

0.00 

0.00 

0.00 

0.00 

0.00 





Capitalisation of Profit
0.00 

0.00 

0.00 

0.00 

0.00 

0.00 

7.

Distributable profits
-24,007,311.41 

58,427,180.83 

-6,203,599.51 

70,152,890.33 

174,733,162.03 

118,217,742.42 



Less: Dividend for preference
0.00 

0.00 

0.00 

0.00 

0.00 

0.00 





Transfer to discretionary





  surplus reserves
0.00 

0.00 

0.00 

0.00 

0.00 

0.00 





Dividend for ordinary





  shares
14,658,000.00 

0.00 

26,133,000.00 

14,658,000.00 

0.00 

38,985,000.00 





Capitalisation for





  dividend for





  ordinary shares
0.00 

0.00 

0.00 

0.00 

0.00 

0.00 





Offset accumulated





  losses
0.00 

0.00 

0.00 

0.00 

0.00 

0.00 

8.

Retained earnings
-38,665,311.41 
58,427,180.83 
-32,336,599.51 
55,494,890.33 
174,733,162.03 
79,232,742.42 

Appendix to Profit and Loss Account


Return on net assets (%)
Earnings per share (Rmb)

Profit during
fully
weighted 
fully 
weighted 

the reporting period
diluted
average
diluted
average

Profit from principal

  operations
27.79
30.14
0.7387
0.7508

Profit from operations
7.22
7.83
0.1919
0.1950

Net profit
4.21
4.57
0.1119
0.1138

Net profit after

  deduction of 

  exceptional items
4.3
4.67
0.1144
0.1163

2
Change in the consolidated scope of the consolidated financial statements

1.
Accounting Policies

From 1 January 2001, the accounting policies adopted by the Company are in accordance with "Accounting Standards of Business Enterprises" and "Accounting Regulations for Enterprises".

2.
Kwang Chow First Chinese Medicine Factory has merged with Guanzhou Zhong Sheng pharmaceutical Factory during the period under review. Thus, Guangzhou Zhong Sheng Pharmaceutical Factory has been excluded from the consolidation scope in the current reporting period.

The Company holds 70% and 80% equity interest in Guangzhou Guangjing Chinese Patent Medicine Innovation Center Co., Ltd. and Guangzhou Caizhilin Baiyun Medicine Wholesales Store respectively, but does not include them in the consolidation based on the materiality principle since their total assets, sales and net profits to which the Company is entitled for each period are all below 10% of those of the total of the Company and its subsidiaries. Pursuant to the notice of Caihui 2[1996] (Response document to queries on the scope of consolidated accounts), the Company are not required to consolidate these two subsidiaries into its consolidated accounts.

Guangzhou Qi Xing Pharmaceutical Company Limited, a subsidiary of Guangzhou Qi Xing Pharmaceutical Factory, is a foreign investment enterprise which shall apply "The accounting regulations for foreign investment enterprises in the People's Republic of China" and did not provide a provision of impairment cost for assets in accordance with "Accounting Regulations for Enterprises". In accordance with relevant accounting policies the Company made an adjustment for such provision while preparing the consolidated accounts.

3.
The Company originally adopted accounting policies in accordance with "Accounting Regulations for Companies Limited by Share". Pursuant to the document, Caibui [2000] 25, issued by the Ministry of Finance, the Company adopted accounting policies in accordance with "Accounting Regulations for Enterprises" from 1 January 2001.

Pursuant to requirements stipulated by "Accounting Regulations for Enterprises" and with the approval of the Board, the Company provided for impairment of fixed assets, intangible assets and construction in progress from 1 January 2001. The provision for fixed assets, intangible assets and construction in progress from 1 January 2001. The provision for fixed assets, intangible assets and construction in progress is Rmb21,431,071.51, Rmb9,384,070.90 and Rmb19,462,536.01 respectively in the current reporting period. Pre-operating expenses are fully written off to the profit and loss in the period of commencement, which replaces the previous policy for writing-off these expenses over a period of 5 years. The Company adjusted its accounting records retrospectively to account for the above changes in accounting estimates. This resulted in a decrease in retaining earnings bought forward, and net profits and retained earnings carried forward from the 2000 year of Rmb45,480,362.84, Rmb4,797,315.61 and Rmb33,356,435.30 respectively, and a corresponding decrease in the surplus reserve of Rmb12,970,306.75. Because of the above changes in accounting policies, the Company's retained earning at the beginning of 2001 has turned to losses. The losses would be off-set by the profit for the six month ended 30 June 2001.

4.
Enterprises income tax

The Group accrues and pays enterprise income tax in accordance with the "Temporary regulation of enterprises income tax in the People's Republic of China".

Pursuant to document reference [2000]76, issued by the Finance Bureau of the Guangdong province, listed companies in Guangdong province shall be taxed at 33% in accordance with the statutory tax rate. The portion over the 15% (18%) shall be refunded to the Company from relevant authority. According to a notification issued by the Guangzhou Municipal Government, listed companies in Guangzhou city shall be firstly taxed at 33% in accordance with the statutory tax rate and the portion over the 15% which pertains to local finance sources (60% of 18%) will be refunded to the Company from relevant authority.

CONDENSED CONSOLIDATED PROFIT AND LOSS ACCOUNT 

(Prepared in accordance with HK GAAP)

FOR THE SIX MONTHS ENDED 30TH JUNE 2001 


Unaudited


Six months ended 30th June



2001

2000


Note
RMB'000

RMB'000

Turnover
2
2,644,971

2,150,903

Cost of sales

(2,034,005
)
(1,617,523
)

Gross profit

610,966

533,380

Other revenues

32,657

33,756

Distribution costs, administrative and 

  other operating expenses

(516,821
)
(437,809
)

Operating profit
3
126,802

129,327

Finance costs

(18,843
)
(17,482
)

Share of profits less losses of 

  Jointly controlled entities

(666
)
(539
)

  Associated companies

286

471

Profit before taxation

107,579

111,777

Taxation
4
(54,194
)
(27,166
)

Profit after taxation

53,385

84,611

Minority interests

(1,322
)
(6,219
)

Net profit

52,063

78,392

Transfer to capital reserve
10
(300
)
(3,060
)

Profit attributable to shareholders

51,763

75,332

Dividends
5
24,327

36,645

Earnings per share
6
RMB0.0645

RMB0.1070

No statement of recognised gains and losses is presented as net profit of Rmb52,063,000 (2000: Rmb78,392,000) shown above is the only component.

CONDENSED CONSOLIDATED BALANCE SHEET

(Prepared in accordance with HK GAAP)

AS AT 30TH JUNE 2001 AND 31ST DECEMBER 2000



Unaudited

Restated 



30th June

31st December



2001

2000


Note
RMB'000

RMB'000

Deferred expenditures

84,685

89,909

Fixed assets and construction in progress

1,087,623

1,135,065

Interests in jointly controlled entities

39,072

39,738

Interests in associated companies

3,176

2,967

Investment securities

47,612

33,003

Current assets

Inventories

713,433

789,098

Trade and other receivables
7
867,564

678,313

Bank balances and cash

1,143,008

488,333



2,724,005

1,955,744

Current liabilities

Trade and other payables
8
995,176

929,621

Current portion of long-term bank loans

24,000

34,000

Taxation payable

51,193

35,520

Short-term bank loans

396,620

478,000



1,466,989

1,477,141

Net current assets

1,257,016

478,603

Total assets less current liabilities

2,519,184

1,779,285

Financed by:

Share capital

810,900

732,900

Share premium
9
780,405

120,333

Reserves
10
618,682

631,352

Retained earnings
11
154,638

89,905

Proposed dividends
5
-

24,327

Shareholders' fund

2,364,625

1,598,817

Minority interests

114,559

115,468

Long-term bank loans

40,000

65,000



2,519,184

1,779,285

Notes to the Condensed Interim Accounts

(Prepared in accordance with HKGAAP)

1
Basis of preparation and accounting policies

The accounting policies and methods of computation used in the preparation of these condensed interim accounts are consistent with those used in the annual accounts for the year ended 31st December 2000 except that the group has changed certain of its accounting policies following its adoption of the following SSAPs which are effective for accounting periods commencing on or after 1st January 2001:

SSAP 9 (revised) Events after the balance sheet date

SSAP 14 (revised) Leases (effective for periods commencing on or after 1st July 2000)

SSAP 26 Segment reporting

SSAP 28 Provisions, contingent liabilities and contingent assets

SSAP 31 Impairment of assets

SSAP 32 Consolidated financial statements and accounting for investments in subsidiaries

The changes to the group's accounting policies and the effect of adopting these new policies are set out below:

(a)
SSAP 9 (revised) Events after balance sheet date

In accordance with the revised SSAP 9, the group no longer recognises dividends proposed or declared after the balance sheet date as a liability at the balance sheet date. This change in accounting policy has been applied retrospectively so that the comparatives presented have been restated to conform to the changed policy. 

As detailed in Note 11, opening retained earnings at 1st January 2000 have increased by Rmb21,987,000 which is the reversal of the provision for the 1999 proposed final dividend previously recorded as a liability as at 31st December 1999 although not declared until after balance sheet date. Opening retained earnings at 1st January 2001 have increased by Rmb24,327,000 which is the reversal of the provision for 2000 proposed final dividend previously recorded as a liability as at 31st December 2000 although not declared until after the balance sheet date. 

This adjustment has resulted in a decrease in current liabilities at 31st December 2000 by Rmb24,327,000 for provision for proposed dividends that is no longer required. There is no effect in current liabilities at 30th June 2001 as there is no interim dividend declared.

(b)
SSAP 26: Segment Reporting

In Note 2 to these condensed interim accounts the group has disclosed segment revenue and results as defined under SSAP 26. In accordance with the Group's internal financial reporting the Group has determined that business segments be presented as the primary reporting format and geographical as the secondary reporting format. Comparative information has been given.

Apart from the above, there is no significant effect arising from the changes of accounting policies.

2
Segment information

The Group is principally engaged in (1) manufacturing of Chinese patent medicine; (2) trading including wholesale, retail, import and export of western pharmaceutical products, Chinese patent medicine, Chinese raw medicine and medical apparatus.

(i)
An analysis of the Group's revenue and results for the period by business segment is as follows :


6 months ended 30th June 2001


RMB'000








Import 


Manufacturing

Wholesale

Retail

and export

Elimination

Group

Turnover

External 
841,457

1,588,581

173,503

41,430

-

2,644,971

Internal
15,504

299,509

-

-

(315,013
)
-


Total
856,961

1,888,090

173,503

41,430

(315,013
)
2,644,971

Segment results
93,271

30,703

8,596

1,199

(3,743
)
129,946

Unallocated costs










(3,144
)

Operating profit 










126,802

Finance costs










(18,843
)

Share of profits less 

  losses of

  Jointly controlled

  entities
(666
)








(666
)

  Associated

    companies
286









286

Profit before taxation










107,579

Taxation










(54,194
)

Minority interests










(1,322
)

Net profit










52,063


6 months ended 30th June 2000


RMB'000








Import 

Turnover
Manufacturing

Wholesale

Retail

and export

Elimination

Group

External
692,441

1,225,267

195,839

37,356

-

2,150,903

Internal
-

80,534

-

145

(80,679
)
-

Total
692,441

1,305,801

195,839

37,501

(80,679
)
2,150,903

Segment results 
83,024

39,833

9,847

1,527

-

134,231

Unallocated costs










(4,904
)

Operating profit










129,327

Finance costs










(17,482
)

Share of profits less 

  losses of

  Jointly controlled

    entities
(539
)








(539
)

  Associated

  companies
471









471

Profit before taxation










111,777

Taxation










(27,166
)

Minority interests










(6,219
)

Net profit










78,392

Unallocated costs represent corporate expenses. 

(ii)
No geographical analysis of turnover of operating profit is provided as less than 10% of the consolidated turnover and less than 10% of the consolidated trading results of the group's are attributable to markets outside PRC.

3
Operating profit


6 months ended 30th June


2001

2000


RMB'000

RMB'000

Operating profit is stated after

  charging the following:

Depreciation and amortisation

  of fixed assets
34,296

28,959

Impairment of fixed assets and

  construction in progress
50,277

-

Loss on disposal of fixed assets
74

588
4
Taxation

The amount of taxation charged to the condensed consolidated profit and loss account represents:


6 months ended 30th June


2001

2000


RMB'000

RMB'000

PRC enterprise income tax
54,117

27,077

Share of taxation attributable

  to associated companies
77

89


54,194

27,166

Pursuant to a document [2000] 1063 issued by the Guangzhou Finance Bureau, enterprise income tax of listed companies in Guangzhou city in 2001 will be initially based on the unified tax rate of 33% and the portion over 15% of the tax attributed to local government (i.e., 60% of the 18% of tax) shall be refunded. Accordingly, the effective income tax refund rate is 10.8%. The Company and its major subsidiaries will effectively be taxed at 22.2% in the year 2001. It is estimated that the local tax refund shall be amounted to Rmb15,000,000. As the tax refund application to the Guangzhou Finance Bureau is in progress, the estimated tax refund has not been accounted for in the profit and loss account for the period.

Companies comprising the Group that are incorporated outside the PRC are liable to pay income tax on their taxable income in accordance with the tax laws of the countries in which they operated.

5
Dividends


6 months ended 30th June


2001

2000


RMB'000

RMB'000

2000 Final dividend, paid, of

  Rmb0.03 (1999 paid, of Rmb 0.03)

  per share (Note (i))
24,327

21,987

2001 Interim of Rmb nil 

  (2000 paid, of Rmb 0.02) per share
-

14,658


24,327

36,645

Note:

(i)
The previously recorded final dividends proposed and declared after the balance sheet date but accrued in the accounts for the years ended 31st December 1999 and 2000 were Rmb21,987,000 and Rmb24,327,000 respectively. Under the group's new accounting policy as described in Note 1(a), these have been written back against opening retained earnings as at 1st January 2000 and 2001 in Note 11 and are now charged in the period in which they were proposed.

5
Earnings per share

The calculation of earnings per share for the six months ended 30th June 2001 is based on the net profit of Rmb52,063,000 (2000: Rmb78,392,000) and the weighted average number of 807,021,547 shares (2000:732,900,000 shares) in issue.

7
Trade and other receivables

Included in trade and other receivables are trade debtors and their ageing analysis of trade receivables is as follows:


30th June

31st December


2001

2000


RMB'000

RMB'000

Within 6 months
579,833

413,173

6 months to 1 year
15,690

14,197

1 year to 2 years
2,647

6,454


598,170

433,824

Trade receivables generated from credit sales generally have credit terms of one to three months.

8
Trade and other payables

Included in trade and other payables are trade payables and their ageing analysis is as follows:


30th June

31st December


2001

2000


RMB'000

RMB'000

Less than one year
450,576

477,378

More than one year but not

  exceeding two years
39,331

17,086

More than two years but not

  exceeding three years
30,143

22,262


520,050

516,726

9
Share premium


RMB'000

At 1st January 2001, 2000
120,333

Premium on listing of A shares

  net of listing expenses
660,072

At 30th June 2001
780,405

10
Reserves




Statutory

Statutory

Discretionary


Capital

surplus

public

surplus


reserve

reserve

welfare

reserve

Total


(Note a)

(Note b)

(Note b)

(Note b)


RMB'000

RMB'000

RMB'000

RMB'000

RMB'000 

Balance at 1st January 2000
425,603

59,540

60,762

45,289

591,194

Transfer from retained earnings
11,675

47,885

26,408

9,425

95,393

Transfer to retained earnings
-

(4,663
)
(18,959
)
(31,613
)
(55,235
)

Balance at 31st December 2000
437,278

102,762

68,211

23,101

631,352

Balance at 1st January 2001
437,278

102,762

68,211

23,101

631,352

Transfer from retained earnings
300

-

-

-

300

Transfer to retained earnings
-

(649
)
(6,600
)
(5,721
)
(12,970
)

Balance at 30th June 2001
437,578

102,113

61,611

17,380

618,682

(a)
Capital reserve

The transfer in the period from retained earnings represents subsidies received from Finance Bureau as a result of the Group's subsidiary's "Advance Technology Enterprises" status.

(b)
During the period, the Group had transferred certain amounts from these reserves to retained earnings as a result of changes in certain PRC accounting rules and regulations.

11
Retained Earnings 



RMB'000

At 1st January 2000 as previously reported

33,798

Effect of adopting SSAP 9 (Revised)

21,987

At 1st January 2000 as restated

55,785

1999 Final Dividend paid

(21,987
)

Net profit for the year

135,250

Transfer to reserves

(40,158
)

2000 Interim dividend paid

(14,658
)



114,232


Retained earnings

89,905

2000 Final dividend proposed

24,327




114,232

Company and subsidiaries

118,094

Jointly controlled entities

(2,261
)

Associated companies

(1,601
)

At 31st December 2000

114,232



RMB'000

At 1st January 2001, as previously reported

89,905

Effect of adopting SSAP 9 (Revised)

24,327

At 1st January 2001 as restated

114,232

2000 Final Dividend paid

(24,327)

Net profit for the period

52,063

Transfer from reserves

12,670



154,638

Retained earnings

154,638

2001 Interim dividend proposed

-



154,638

Company and subsidiaries

158,957

Jointly controlled entities

(2,927
)

Associated companies

(1,392
)

At 30th June 2001

154,638

VII.
Documents available for Inspection

1.
The original copy of the 2001 interim report signed by the Chairman of the Board of directors;

2.
The accounts signed by the legal representative, chief accountant and head of the accounting department;

3.
The original company documents disclosed and announcements made in the "Hong Kong Economic Daily', "Hong Kong iMail", "Shanghai Securities Daily" and "China Securities" during the period under review;

4.
The extracted summary of the Company's 2001 interim report; and

5.
The Company's articles of association.

Note:
The documents listed above are available at the location for inspection of corporate information as listed in the Company Profile section.

This interim announcement is prepared in both English and Chinese. In the event of difference in interpretation, the Chinese version is considered to be more accurate. 


Guangzhou Pharmaceutical Company Limited


Cai Zhixiang


Chairman

20th August, 2001

In compliance with the Listing Rules, the Company will publish all the informatin contained in the interim report 2001 on the website of The Stock Exchange of Hong Kong Limited by 30 September 2001.

廣州藥業股份有限公司

Zuangzhou Pharmaceutical Company Limited

Announcement in relation to resolutions passed at the sixth session

of the second Board of Directors' meeting

Guangzhou Pharmaceutical Company Limited (the "Company") held the sixth session of the second Board of Directors' meeting on 17th August, 2001 in the conference room on the 2nd Floor of the Company. There were 9 eligible directors and 5 of them attended the meeting. The meeting was chaired by Mr. Cai Zhixiang, the Chairman of the Company. The supervisors and the senior management of the Company were present at the meeting. It has complied with the requirements of the Company Act and the articles of association of the Company. The following resolutions were approved unanimously by the directors who attended the meeting by way of voting after thorough discussions at the meeting:

1.
the interim report of the Company for the year 2001 was considered and approved;

2.
the unaudited financial report of the Company for the year 2001 and the profit distribution scheme were considered and approved;


According to PRC accounting rules and regulations, the Group's turnover for the six months ended 30 June 2001 was approximately Rmb2,644,971,000; profit before taxation amounted to approximately Rmb151,853,000; net profit amounted to approximately Rmb90,764,000. According to HKGAAP, the Group's consolidated turnover from principal activities for the six months ended 30 June 2001 was approximately Rmb2,644,971,000; profit before taxation amounted to approximately Rmb107,579,000; net profit amounted to approximately Rmb52,063,000.

According to the development requirement of the Company, the Company resolved not to distribute its profit nor recommended the payment of an interim dividend for the year 2001 in order to use the interim profit to compensate for the undistributed loss incurred at the beginning of the period.

3.
the resolution relating to the Company's adoption of the Accounting Regulations for Enterprises, the charge of such impairment charges as impairment of fixed assets and the establishment of the corresponding systems for internal supervision was considered and approved;


According to the notice Cai Hui [2000] No. 25 issued by the Ministry of Finance, the Company has adopted the Accounting Regulations for Enterprises since 1st January, 2001, and has charged impairment charges for fixed assets, construction in progress, intangible assets and designated loans commencing from the second half of 2001. In the meantime, the Company has established and improved the corresponding system for internal supervision.

4.
the resolution of the implementation of long-term incentive system of the Company was considered and approved;


The Company will implement a share incentive system in the form of issuance of "performance shares". The performance target of the Company is fixed at 12% of its net asset to profit ratio. When the ratio is achieved, not more than 6% of the profit of the Company for the current finance year will be allocated as incentive fund which is stated in operating cost. The share incentive is commensurate with the performance assessment of the Company and position appraisal. An emolument committee under the board of directors will be set up particularly responsible for managing of the share incentive and appraisal system.

5.
the holding of the first extraordinary general meeting in 2001 for the purpose of considering, inter alia, the resolutions relating to the Company's implementation of a long-term incentive mechanism, the time for the holding of the first extraordinary general meeting in 2001 and the announcement of the relevant matter were considered and approved.


Guangzhou Pharmaceutical Company Limited


Board of Directors

17th August, 2001

廣州藥業股份有限公司

Zuangzhou Pharmaceutical Company Limited

Announcement in relation to resolutions passed at the third session

of the second Supervisory Committee's meeting

Guangzhou Pharmaceutical Company Limited (the "Company") held the third session of the second Supervisory Committee on 17th August, 2001 in the conference room on the 2nd Floor of the Company. The meeting was chaired by Mr. Chen Canying, the Chairman of the Supervisory Committee. All the members of the Supervisory Committee attended the meeting, and has complied with the Company Act and the articles of association of the Company. Upon consideration and voting at the meeting, the following matters were passed:

1.
the interim report of the Company for the year 2001 was considered and approved;

2.
the unaudited financial report of the Company for the year 2000 and the profit distribution scheme were considered and approved;

3.
the resolution of the Company's adoption of the Accounting Regulations for Enterprises and the charge of such impairment charges as impairment of fixed assets was considered and approved;

4.
the resolution of the implementation of long-term incentive system of the Company was considered and approved;

5.
the holding of the first extraordinary general meeting in 2001 for the purpose of, inter alia, considering the resolutions relating to the implementation of a long-term incentive mechanism, the time for the holding of the first extraordinary general meeting in 2001 and the announcement of the relevant matters were considered and approved.


Guangzhou Pharmaceutical Company Limited


Supervisory Committee

17th August, 2001
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