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Guangzhou Pharmaceutical Company Limited

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

Resolutions Passed at the First Extraordinary General Meeting of 2002

The Company would like to announce that the following resolutions passed at the first extraordinary general meeting of 2002.

1.
The resignation of Mr. Chen Xiangzhi from his position of director, and the nomination of the general manager, Mr. Zhou Yuejin, as a new director were approved;

2.
The establishment of the Remuneration & Evaluation Committee was approved; and

3.
The implementation of the proposals for the long-term incentive mechanism of the Company was approved.

This announcement is required to be released in the PRC by the Shanghai Stock Exchange is also released in Hong Kong under paragraph 2 (2) of the Listing Agreement.

Guangzhou Pharmaceutical Company Limited (the "Company") held its first extraordinary general meeting ("EGM") of 2002 at 10:00 a.m. on 27 March 2002 at the Conference Room, 2nd Floor, 45 Sha Mian North Street, Guangzhou City, Guangdong Province, the People's Republic of China. 3 shareholders and proxies attended the meeting, representing a total of 731,556,999 shares, or 90.22% of the total number of shares of the Company, (of which 513,000,000 shares were State-owned domestic listed shares, representing 63.26% of the total number of shares of the Company and 218,556,999 shares were overseas listed foreign shares H shares, representing 26.95% of the total number of shares of the Company). The meeting was held in compliance with the Company Law of the People's Republic of China and the provisions of the Company's Articles of Association with respect to the holding of the EGM.

Upon discussion and consideration, the following resolutions were passed by poll ballot as ordinary resolutions:

1.
The resolution of Mr. Chen Xiangzhi's resignation from his position of director, and the nomination of the general manager, Mr. Zhou Yuejin, as a new director was approved. 


Votes in favour of the resolution: 513,308,000 shares, representing 63.30% of the total number of shares held by shareholders present at the EGM carrying voting right copy; votes against the resolution: 0 shares, representing 0% of the total number of shares held by shareholders present at the EGM carrying voting right and where shareholders or their proxies attended the meeting; abstained vote: 218,248,999 shares, representing 26.91% of the total number of shares held by shareholders present at the EGM carrying voting right and where shareholders or their proxies attended the meeting. 

2.
The resolution of the establishment of the Remuneration & Evaluation Committee was approved:


The Remuneration & Evaluation Committee comprises three independent non-executive directors and two executive directors. Mr. Wu Zhang has been appointed the chairman (convenor) of the committee. Messrs Zhang Bohua, Huang Buren, Cai Zhixiang and Li Yimin have been appointed as members of the committee; of which, Messrs Wu Zhang, Zhang Bohua and Huang Buren are independent non-executive directors. 


Duties of the Remuneration & Evaluation Committee mainly include (1) the study of the criteria of evaluation of directors and management staff, conducting evaluation and giving advice; (2) the study and review of the remuneration policy and proposals for directors and senior management. 


Votes in favour of the resolution: 513,308,000 shares, representing 63.30% of the total number of shares held by shareholders present at the EGM carrying voting right and where shareholders or their proxies attended the meeting; votes against the resolution: 0 shares, representing 0% of the total number of shares held by shareholders present at the EGM carrying voting right and where shareholders or their proxies attended the meeting; abstained vote: 218,248,999 shares representing 26.91% of the total number of shares held by shareholders present at the EGM carrying voting right and where shareholders or their proxies attended the meeting.

3.
The resolution of the implementation of the proposals for a long-term incentive mechanism of the Company was approved.


In accordance with the relevant requirements of "Principles of Administration of Listed Companies" and "No. 2 Standard Questions and Answers on Information Disclosure of Companies which have Publicly Offered Securities - Allocation of Incentive Fund to the Middle and Senior Management" and other relevant regulations, the proposals for the long-term incentive mechanism of the Company are as follows:

(i)
Eligible parties: chairman, vice chairmen, executive directors (excluding independent directors), supervisors (excluding external supervisors), general managers, deputy general managers, financial controllers, company secretary, middle management and principal technicians.

(ii)
The Company's target profit to net asset ratio (total profit/net assets at the end of the period) is 12%. (According to the financial information under the PRC accounting rules, when evaluating, proceeds from share issues outstanding and receivable at the end of the year to be deducted from net assets while corresponding interest income is to be deducted from net profits.) If the target ratio is reached, annual bonus and long-term incentive fund will be distributed to the above-mentioned eligible parties. According to estimates based on the proposal, distributions from the long-term incentive fund will not be more than 1.78% of the total profit of the Company for 2001. Distribution from the incentive fund will be recognised as operating cost for 2001.

(iii)
Distribution of incentive fund: the actual annual distribution of incentive fund to each of the eligible parties will be made on the basis of position factor and the evaluation result. For executive directors, the position factor is from 1.2-1.5. For senior management staff, the position factor is from 0.8-1.0. For middle management staff and principal technicians, the position factor is from 0.3-0.4.

(iv)
Application of incentive fund: the incentive fund is payable as to 30% in cash, 20% for the purchase of insurance, and 50% for the purchase of Renminbi ordinary shares (A shares) of the Company from the market. The purchase of the A shares by the directors, supervisors and senior management shall be reported to Shanghai Stock Exchange and will be subjected to non-deposal restrictions as required by the law.

The above-mentioned proposals will be implemented starting from 2001.

Votes in favour of the resolution: 513,308,000 shares, representing 63.30% of the total number of shares held by shareholders present at the EGM carrying voting right; votes against the resolution: 0 shares, representing 0% of the total number of shares held by shareholders present at the EGM carrying voting right and where shareholders or their proxies attended the meeting; abstained vote: 218,248,999 shares representing 26.91% of the total number of shares held by shareholders present at the EGM carrying voting right and where shareholders or their proxies attended the meeting.

The EGM was witnessed by a lawyer from Z&T Law Firm which issued its legal opinion that the convening of the EGM, the eligibility of persons attending of the EGM and the voting procedures complied with the relevant laws and regulations, standardization documents and the Articles of Association. The resolutions at the EGM are lawful and valid.


Board of Directors


Guangzhou Pharmaceutical Company Limited

Guangzhou, the People's Republic of China

27 March 2002

Please also refer to the published version of this announcement in Hong Kong i-mail/Hong Kong Economic Times.

