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

CONNECTED TRANSACTION

ACQUISITION OF A PROPERTY

Summary

On 27th September, 2001, the Agreement was entered into between the Vendor, a wholly-owned subsidiary of GZPHL, and the Purchaser, a wholly-owned subsidiary of the Company, in respect of the Acquisition. Under the Agreement, the Vendor has conditionally agreed to sell and the Purchaser has conditionally agreed to acquire the Property at a cash consideration of RMB39,239,480.

The Acquisition constitutes a connected transaction for the Company under the Listing Rules. Pursuant to rule 14.25 of the Listing Rules, details of the Acquisition are disclosed in this announcement and will be included in the next annual report and accounts of the Company. Pursuant to the relevant requirement in the PRC, the Agreement is conditional upon, among other things, approval by the Independent Shareholders. 

According to the Rules Governing the Listing of Shares on the Shanghai Stock Exchange, China Communication Securities Co., Ltd. has been appointed by the Company as the independent financial adviser in the PRC to prepare an independent financial report in relation to the Agreement which is required to be published in the newspaper in the PRC, namely Shanghai Securities Daily and China Securities. According to paragraph 2(2) of the Listing Agreement, the report from China Communication Securities Co., Ltd. is set out in a separate announcement today. 

A notice of the extraordinary general meeting of the Company (but no circular) will be sent to the Independent Shareholders as soon as practicable.

THE AGREEMENT

Date

27th September, 2001

Parties

Vendor
:
廣州市醫藥物資供應公司(Guangzhou Pharmaceutical Goods and Supply Company), a wholly-owned subsidiary of GZPHL

Purchaser 
:
廣州市醫藥公司 (Guangzhou Pharmaceutical Corporation), a wholly-owned subsidiary of the Company

GZPHL is the controlling shareholder of the Company and holds about 63.26% shareholding interest in the Company as at the date of this announcement.

The Acquisition

Under the Agreement, the Vendor has agreed to sell and the Purchaser has agreed to acquire the Property.

Property

The whole block of 穗康大樓 (Sui Kang Building) situated at 82 Shang Jiu Road, Liwan District, Guangzhou City, Guangdong Province, the PRC. The Property has nine floors with a total gross floor area of about 5,093.158 square meters.

Consideration 

Under the Agreement, the consideration for the Acquisition is RMB39,239,480, which will be settled in cash within 10 days upon the conditions are satisfied.

The consideration was based on the lower of the independent valuations by Guangzhou Yangcheng Certified Public Accountants and Greater China Appraisal Limited of the Property of RMB 39,239,480 and RMB 41,300,000 respectively as at 31st July, 2001. The consideration also represents a discount of about 4.99% to the independent valuation by Greater China Appraisal Limited of the Property of RMB 41,300,000 as at 31st July, 2001. The Directors consider that the terms of the Agreement which were arrived at after arm's length negotiation are fair and reasonable and are in the interests of the Company. 

The consideration to be paid by the Purchaser under the Agreement will be financed by internal resources of the Group.

Conditions

The Agreement is subject to fulfillment of the following Conditions:

(i)
the approval by the Independent Shareholders of the Agreement and the Acquisition at an extraordinary general meeting of the Company;

(ii)
the confirmation by the relevant local government authorities of the independent valuation of the Property if necessary;

(iii)
the signing of 《土地使用權出讓合同》 (Agreement for Assignment of Land Lease Rights) between the Vendor and 廣州市國土局 (Guangzhou Municipal Land and Real Estate Administration Bureau) and the settlement of the land use right premium by the Vendor to 廣州市人民政府 (The Guangzhou Municipal People's Government);

(iv)
the written approval from the relevant local government authorities regarding the assignment of land use right from the Vendor to the Purchaser; and

(v)
the mortgage of the Property has been released.

Upon completion of the Agreement, the Property will be transferred to the Purchaser free from any encumbrances or mortgages.

Completion

Completion will take place within 10 days after full fulfillment of the Conditions. It is currently expected that the Conditions will be fulfilled by 22nd November, 2001.

REASONS FOR THE ACQUISITION

The Group is principally engaged in (i) the manufacture and sale of Chinese patent medicine and (ii) the wholesale, retail, import and export of Western and Chinese pharmaceutical products and various medical apparatus. 

At present, the Group's retail network has 219 chain stores, including 127 Cai Zhi Lin chain stores (「采芝林」藥業連鎖店), which mainly deal with Chinese patent medicine, and 92 Jian Min Pharmaceutical chain stores (「健民」醫藥連鎖店), which deal with Western pharmaceutical products retailing. The Purchaser plans to increase the number of Jian Min Pharmaceutical chain stores to 161 and select prime commercial location to set up a pharmaceutical centre so as to establish an extensive network of Jian Min Pharmaceutical chain stores. The Property is located at a densely populated area and close to certain large shopping centers. The Company intends to rename the Property to 健民醫藥大廈 (Jian Min Pharmaceutical Building) where stores will be set up for retail medicine, pharmaceutical products and various medical apparatuses. The Company also intends to utilize part of the Property for the Group's trading business. The Directors are of the view that that the Acquisition and the intended use of the Property will help to develop and strengthen the Group's sales network, and the proposed rename of the Property will help to promote the Group's business. The Directors believe that the Group's trading business will be benefited therefrom, therefore the Acquisition is in the interest of the Company and the shareholders of the Company as a whole.

THE REPORT FROM THE INDEPENDENT FINANCIAL ADVISER IN THE PRC

According to the Rules Governing the Listing of Shares on the Shanghai Stock Exchange, China Communication Securities Co., Ltd. has been appointed by the Company as the independent financial adviser in the PRC to prepare an independent financial report in relation to the Agreement which is required to be published in the newspaper in the PRC, namely Shanghai Securities Daily and China Securities. According to paragraph 2(2) of the Listing Agreement, the report from China Communication Securities Co., Ltd. is set out in a separate announcement today. 

Closure of Register of Members for H Shares

The register of members of H shares of the Company will be closed from 12th October, 2001 to 12th November, 2001, both dates inclusive, for ascertaining the holders of the Company's H shares who are entitled to attend the extraordinary general meeting of the Company for the approval of the Agreement.

GENERAL

The Agreement constitutes a connected transaction for the Company under the Listing Rules. Pursuant to rule 14.25 of the Listing Rules, details of the Acquisition are dicslosed in this announcement and will be included in the next annual report and accounts of the Company. Pursuant to the relevant requirement in the PRC, the Agreement is conditional upon, among other things, approval by the Independent Shareholders. A notice of the extraordinary general meeting of the Company (but no circular) will be sent to the Independent Shareholders as soon as practicable.

DEFINITIONS

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

"Acquisition"
the proposed acquisition of the Property by the Purchaser under the Agreement

"Agreement"
the conditional sale and purchase agreement dated 27th September, 2001 between the Purchaser and the Vendor in respect of the Acquisition

"Company"
廣州藥業股份有限公司 (Guangzhou Pharmaceutical Company Limited), a company incorporated in the PRC the securities of which are listed on The Stock Exchange of Hong Kong Limited and the Shanghai Stock Exchange

"GZPHL"
廣州醫藥集團有限公司 (Guangzhou Pharmaceutical Holdings Limited), a company incorporated in the PRC and the controlling shareholder of the Company

"Independent Shareholders"
the shareholders of the Company other than GZPHL and its associates (as ascribed in the Listing Rules)

"Listing Rules"
Rules Governing the Listing of Securities on The Stock Exchange of Hong Kong Limited

"Property"
the whole block of 穗康大樓 (Sui Kang Building) 

"Purchaser"
廣州市醫藥公司 (Guangzhou Pharmaceutical Corporation), a company established in the PRC and a wholly-owned subsidiary of the Company

"Vendor"
廣州市醫藥物資供應公司 (Guangzhou Pharmaceutical Goods and Supply Company), a company established in the PRC and a wholly-owned subsidiary of GZPHL

"PRC"
the People's Republic of China

"RMB"
Renminbi, the official currency of the PRC

"%"
per cent.


By order of the Board


He Shuhua


Company Secretary

Guangzhou, the PRC, 27th September, 2001
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