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Guangzhou Pharmaceutical Company Limited

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

ANNOUNCEMENT

Proposed Amendments to the Articles of Associations of the Company

The Company proposes to amend its Articles of Association in accordance with the relevant rules and regulations of "Guidelines on the Articles of Associations of Listed Companies", "Regulations of Managing Listed Companies", "Listing Rules of Shanghai Security Exchange" and "Rules Governing the Listing of Securities on The Stock Exchange of Hong Kong Company Limited" and to tailor to the Company's own needs.

This announcement is made in accordance with the paragraph 2(2) of the Listing Agreement.

In accordance with the relevant rules and regulations of "Guidelines on the Articles of Associations of Listed Companies", "Regulations of Managing Listed Companies", "Listing Rules of Shanghai Security Exchange" and "The Rules Governing the Listing of Securities on The Hong Kong Stock Exchange Company Limited" and to tailor to the Company's own needs, Guangzhou Pharmaceutical Company Limited ("GPC") intends to make the following amendments to the relevant terms of the Articles of Associations of the Company for consideration of and approval by the Shareholders:

1.
Original Article 6 be amended to: "The Articles of Associations are amended by way of Special Resolution at the General Meeting held on 7 June 2002 and enter into effect, with the original Articles of Associations terminated on the same day".

2.
Original Article 17 be amended to: "Domestic listed shares" refer to the Company's listed shares denominated in and subscribed for in Renmibi by domestic investors. "Foreign investment shares" refer to the Company's listed shares denominated in and subscribed for in foreign currency by overseas investors. Foreign investment shares which are listed overseas are called "overseas listed foreign investment shares". The Company's domestic listed shares are abbreviated as "A Shares". The Company's overseas listed foreign investment shares listed in Hong Kong are abbreviated as "H Shares". The Company's listed shares including domestic listed shares and overseas listed foreign investment shares listed in Hong Kong are both ordinary shares.

3.
Original Article 21 be amended to: " The Company's registered capital is Rmb810.90 million. The Company shall be liable for its liabilities up to the value of its assets. Shareholders shall be liable for the liabilities of the Company up to the paid-up amount of the shares held".

4.
Add Provision 5 to the original Article 47 in relation to ordinary shareholders' right: "have right to know the facts and to participate in decision-making in relation to material events of the Company as stipulated by laws, administrative regulations and Articles of Associations of the Company".

5.
Add Provision 14 to the original Article 52 in relation to the functions performed by shareholders' meetings: "The General Meeting of the Company may authorize or entrust the Board of Directors to handle the matters authorized or entrusted by it".

When authorizing or entrusting the Board of Directors to handle the matters authorized or entrusted by it, the General Meeting shall follow the principles of safeguarding the legal rights and interests of the Company's shareholders, strictly complying with the laws and regulations and ensuring the Company is operated efficiently and decisions are made scientifically. The General Meeting may authorize and entrust the following matters to the Board of Directors:

1).
Amendments to the wording of the Company's Articles of Association after the principle of amending the Company's Articles of Associations had been approved at the General Meeting; and

2).
Distribution of interim dividends; and

3).
Notices concerning issuance of new shares and convertible debentures; and

4).
Deal with, mortgage or guarantee of fixed assets under approved operational guidelines and investment plans; and

5).
other issues which can be authorized and entrusted in accordance with laws, regulations and the Articles of Associations of the Company.

6.
New Article 56 be added: " The General Meeting shall not be postponed without appropriate reason after the notice of such meeting is issued. In the event that the Company is obliged to postpone the General Meeting due to special reasons, a notice postponing the General Meeting shall be given at least 5 working days prior to the original date for the General Meeting. The Board of Directors shall clarify the reasons for delay and announce the new date of convening the General Meeting.

7.
Original Article 81 be amended to " Shareholders can review the copies of the minutes of General Meetings free of charge at any time during the Company's office hours. The Company shall send copies of the minutes of General Meetings within 7 days upon receiving request for copies and reasonable payment therefore from any shareholder".

8.
New Article 81 be added to Chapter 8 : "In the event that matters regarding the procedures of convening, proposing of resolution at General Meetings are not provided for in the Articles of Association, the relevant provisions of the Company's "Rules of Procedures at General Meetings" shall be followed."

9.
The original Article 87 be renumbered as Article 89 and amended to: In addition to shareholders of other classes of shares, shareholders of domestic investment shares and overseas listed foreign investment shares are deemed to be different classes of shareholders.

The special procedures for approval by separate class shareholders shall not apply to the following circumstances:

1)
Where the Company issues, upon approval of a special resolution of its shareholders at a General Meeting, either separately or concurrently once every twelve months, not more than 20% of each of the existing issued domestic investment shares and overseas listed foreign investment shares; or

2)
Where the Company's plan to issue domestic investment shares and overseas listed foreign investment shares on its establishment is implemented within fifteen months from the date of approval by the Securities Committee of the State Council.

10.
Original Article 93 be renumbered as Article 95 and amended to: "Regular meetings of the Board are required to be held at least four times every year, to be convened and presided by the Chairman ( or director authorized by the Chairman). Notice of such meeting shall be issued to the directors through email, telegraph, fax, express mail, registered mail or in person 10 days before the date of such meeting. In the event of urgent matters, an extraordinary meeting of the board of directors may be convened, including at the proposal of one-third or more of the Directors or the General Manager of the Company.

In principle, Board meetings shall be held at the registered address of the Company, however, it can be held at any other places inside or outside China as approved by resolution of the Board".

11.
Original Article 94 be renumbered as Article 96 and amended to: " In the event an Extraordinary Board Meeting needs to be convened, notice shall given to all the directors through email, mail, telegraph, fax or in person".

12.
Original Article 98 be renumbered as Article 100 and amended to: " The Board of Directors may consider and approve resolutions in written from instead of convening Board meetings. Draft of such resolutions shall be delivered to each director through email, mail, telegraph, fax or in person. Such resolution will be passed as a resolution of the Board only after it is signed and approved by two-third or more of the directors and delivered to the Secretary to the Board of Directors by one of the aforesaid means.

In terms of resolutions required to be passed by voting at Extraordinary Board Meetings, if the resolution to be passed was sent to all the directors in writing (including email, telegraph and fax) and the number of directors with signs and approves such resolution satisfy the number of directors as required to make such decision in accordance with Article 92 of the Articles of Association of the Company, such resolution is deemed effectively passed and no Board meeting is required to be convened.

13.
Original Article 99 be renumbered as Article 101 and amended to: "Directors shall attend board meetings in person. In the event of a director in such meeting due to a good reason, other directors may be entrusted in writing to attend such meeting. The scope of authorization shall be specified expressly in the instrument. The directors attending the Board meeting as a proxy shall act within the scope of authorisation. If a director fails to attend a Board meeting, nor to entrust a proxy to attend such meeting, the corresponding voting rights at such meeting is considered to be waived".

14.
Articles 104 to 116 of Section 2 "Independent Directors" and Section 3 "Committees of Board of Directors" be added to Chapter 10:

Section 2 Independent Directors

Article 104: An independent director refers to a director who does not act in other capacities in the Company other than director, and one who does not have any relationship with the Company or its substantial shareholders which may affect the director in making independent and  objective judgement.

Article 105 The Company shall appoint independent directors. The ratio of independent directors to the total number of directors in the Board shall be no less than one-third. Under no circumstances shall there be less than two independent executive directors, one of whom should be a professional accountant with senior title or qualification as a public certified accountant.

Article 106 An independent director shall meet the following basic requirements:

1)
Possess the qualifications as a director of a listed company according to the laws, administrative regulations, listing rules of the stock exchange where the Company's shares are listed and other related regulations;

2)
Satisfy the criteria of independence as stipulated in "Opinion of Guidance for Independent Director System of a Listed Company" issued by China Securities Regulatory Commission. Two independent directors shall also satisfy the criteria of independence as stipulated in The Rules Governing the Listing of Securities on The Hong Kong Stock Exchange Company Limited.

3)
Have basic knowledge of the operations of a listed company, and familiar with the relevant laws, administrative regulations and rules;

4)
Possess more than 5 years' working experience in practising law, finance or the other experiences necessary for discharging the duties as an independent director.

5)
Other requirement as specified by these Articles of Association.

Article 107 The following persons shall not act as an independent director of the Company:

1)
any employees of the Company or its subsidiaries and his/her direct relatives and main social relations. (Direct relatives include spouse, parents and children. Main social relations include brothers, sisters, parents-in-law, sons/daughters-in-law, spouses of brothers and sisters, brothers and sisters of spouse);

2)
persons holding, directly or indirectly, 1% or above of the shares of the Company in issue or being a top 10 shareholder of the Company and his/her direct relatives;

3)
employees of a shareholder which directly or indirectly holds 5% or above of the shares of the Company or employee of a top 5 shareholder unit, and his/her direct relatives;

4)
any person who satisfy any of the above 3 situations during the most recent year;

5)
any person who provide financial, legal, consultation services for the Company or its subsidiaries;

6)
any person specified by the Articles of Association;

7)
any person who is specified by the China Securities Regulatory Commission.

Article 108 An independent director has a fiduciary and diligent obligation to the Company and all shareholders. An independent director shall perform his duties seriously, uphold the overall interests of the Company and, in particular, protect the legal rights of the medium and minority shareholders according to relevant laws, regulations and these Articles of Association.

An independent director shall carry out his duties independently without being affected by the majority shareholders, de facto controller or unit or individual with a conflict of interests with the Company, and shall ensure that he has sufficient time and energy to effectively carry out his duties.

In the occurrence of events that independent directors fail to comply with the requirement of independence or other situation under which the independent director fail to perform the duty as an independent director, which result in the inadequate number of independent directors as stipulated by the Articles of Associations, the Company shall make up the number of independent directors as required.

Article 109 Nomination, election and change of Independent Directors

1)
The Company's Board of Directors, Supervisory Committee, and shareholders who individually or jointly hold more than 1% of the issued shares of the Company, may nominate independent directors for election  at General Meetings.

2)
The nominator of an independent director shall obtain the consent of the nominee before nomination. The nominator shall fully understand the nominee's profession, educational level, job title, detailed working experience, all part-time job details, and shall give an opinion regarding the nominee's qualifications and independence in acting as independent director. The nominee shall declare that there is no relationship between the Company at which and himself which may affect him in making independent and objective judgements. Before the General Meeting at which election of independent directors is to be considered, the Board of Directors shall make an announcement in respect the aforesaid in accordance with the regulations.

3)
Before the General Meeting is convened to elect an independent director, the Company shall submit the particulars of all nominees to the China Security Regulatory Commission, the local security authority where the Company is located and the stock exchange on which the Company's Shares are listed. Where The Board of Directors holds a dissenting view in respect of the nominees, a written opinion shall be submitted concurrently. A nominee against whom a dissenting view is expressed by the China Securities Regulatory Commission may act as a candidate for director of the Company, but not as a candidate for independent director. During the election of the independent director at the general meeting, the Board of Directors shall explain whether the candidate for independent director has received a dissenting view from the China Securities Regulatory Commission.

4)
The term of office of an independent director is the same as that of any other directors. An independent director who is re-elected many serve for another term not exceeding 6 years if he/she is re-elected after his/her term of office expires.

5)
The Board of directors shall propose to the General Meeting to dismiss an independent director who consecutively fails to attend the Board meetings in person for 3 times. Except for the situations which prohibit anyone from serving as director or independent director as provided by the aforesaid Company Law and these Articles of Associations, an independent director cannot be removed without stating a reason therefor before expiration of his term. The Company shall disclose the removal before expiry of term Shares are of an independent director as a special disclosable matter. The independent director who believes his removal unjustifiable may make a public statement in relation thereto.

6)
An independent director may resign before expiration of his term. An independent director shall submit his resignation report in writing to the Board of Directors explaining the details regarding his/her resignation in his/her opinion or anything that shareholders and creditors of the Company should pay attention to. If the resignation of the independent director results in the minimum number of independent directors as stipulated in these Articles being breached, the resignation shall become effective only when a replacement independent director is appointed.

Article 110 Powers and duties of independent directors

1)
In order to utilize the functions of an independent director, apart from the powers vested by the Company Law and other relevant laws, regulations and these Articles of Associations, the independent directors of the Company shall be vested with the following special powers and duties:

(1)
Any material connected transaction (meaning connected transactions entered into between the Company and any connected parties, the aggregate consideration for which is more than Rmb3 million or more than 5% of the latest audited net asset is value of the Company), shall first be approved by the independent directors, before being submitted to the Board of Directors for discussion. Before the independent directors make a judgement, they can appoint intermediaries to issue an independent financial report as the basis for their judgement.

(2)
Propose to the Board of Directors for the appointment or dismissal of an accountants' firm;

(3)
Propose to the Board of Directors for convening an extraordinary general meeting;

(4)
Propose to convene Board Meetings.

(5)
Appoint an external auditing firm or consultant firm independently;

(6)
Collect proxies from shareholders before the general meeting is convened.

2)
An independent director shall obtain the consent of at least half of all independent directors when he exercises the above powers.

3)
Should the above proposal not be adopted or the above powers can not be exercised normally, the Company shall disclose the above matters.

4)
Apart from the powers as the directors of the Company and the special duties granted by the Company, an independent director shall comply with all the regulations regarding duties of a director in these Articles of Associations.

Article 111 Independent directors shall provide an independent view on the significant events of the Company

1)
Apart from performing the aforesaid duties, an independent director shall provide an independent view to the Board of Directors or the General Meetings in respect of the following matters:

(1)
nomination, appointment and dismissal of directors;

(2)
employment or dismissal of senior management personnel;

(3)
remuneration of directors and senior management personnel;

(4)
any existing or new loan or other financial transaction the Company's shareholders, de facto controlling person and related enterprises and the Company which is more than Rmb3 million or more than 5% of the latest audited net assets value of the Company and whether the Company has adopted effective measures to recover the debt;

(5)
Matters which an independent director deems detrimental to the rights of medium and minority shareholders;

(6)
Other matters stipulated by the Company's Articles of Association.

2)
An independent director shall give one of the following opinions in respect of the aforesaid matters:

(1)
consent;

(2)
qualified opinion and its reason;

(3)
objection views and its reason;

(4)
inability of giving an opinion and its difficulties.

3)
If the matters are disclosable, the Company shall also announce the independent directors' opinion. Where there are dissenting opinions among the independent directors, the Board of Directors shall disclose all independent directors' opinion separately.

Article 112 To ensure that independent directors are in a position to exercise their powers effectively, the Company shall provide independent directors with the following essential conditions:

1)
The Company shall ensure that the independent directors have the same right to know as other Directors. The Company shall inform the independent director in advance of matters which are to be decided by the Board of Directors by the statutory time and provide enough information simultaneously. Should an independent director regard the information provided is not enough, he may request supplementary information. Whenever 2 or more independent directors regard the information provided insufficient or the evidence is not explicit, they can jointly request the Board of Directors in writing to postpone the Board meeting or postpone considering that matter and the Board of Directors shall accept accordingly. Information provided to independent directors by the Company shall be kept for at least 5 years by the Company and each independent director;

2)
The Company shall provide the essential conditions to enable independent directors to carry out their duties. The Secretary of the Board of Directors shall positively provide assistance to enable the independent directors to carry out their duties, and shall be responsible for liaison and coordination with the independent directors, including but not limited to explaining circumstances, providing information etc. The Secretary of the Board of Directors shall arrange announcement with the securities exchange timely if any independent opinion, proposal and written explanation issued by the independent director shall be announced;

3)
When an independent director exercises his powers, relevant staff of the Company shall positively co-ordinate to ensure that independent directors are apprised of the true situation, and shall not, shall not refuse, obstruct or cover up facts, shall not interfere his independent right to exercise his powers;

4)
Expenses in respect of appointment of an intermediary organization by an independent director or independent director's exercising his powers shall be borne by the Company;

5)
The Company shall give appropriate subsidies to the independent directors and disclose them in the Company's annual reports;

Apart from the above subsidies, an independent director shall not obtain extra and undisclosed benefits from the Company and its major shareholders or organizations or people with a conflict of interests.

Section 3 Committees of Board of Directors

Article 113 In accordance with resolutions passed by the Company in General Meeting, the Board of Directors sets up several committees. All committees are comprised of directors and convened by independent directors. The members of the audit committee are appointed from non-executive directors, the majority of which shall be independent non-executive directors, of whom at leat one independent director shall be professional accountant.

Article 114 Committees of the Board of Directors may appoint intermediary organizations for consultant service. The relevant expense shall be borne by the Company.

Article 115 Committees of the Board of Directors are accountable to the Board, their respective motions shall be submitted to the Board for discussion and approval.

Article 116 The main duties of the Committees of the Board of Directors shall be performed in accordance with the relevant regulations stipulated in the Governance Rules for Listed Companies.

15.
Original Article 103 in relation to the main duties of the secretary to the Board of Directors be renumbered as  Article 118 and a new Provision be added: "responsible for matters relating to disclosing the Company's information including establishing information disclosure system, receiving visits, answering inquiries, contacting shareholders and providing investors with the Company's publicly disclosed information.

16.
Original Article 108 be renumbered as Article 123 and amended to: "When exercising his duties, the General Manager of the Company shall perform duties of sincerity and diligence in accordance with the laws, administrative regulations, these Articles of Associations and the Working Rules of the General Manager of the Company. In the event of the General Manager violating the laws, administrative regulations, these Articles of Associations which results in the losses of the Company, the Board of Directors shall pursue his legal responsibility.

17.
Original Article 113 be renumbered as Article 128 and amended to: "Meetings of Supervisory Committee shall be held at least twice a year, and shall be convened by the Chairman of the Supervisory Committee. Notice convening the Supervisory Committee meeting shall be dispatched to the supervisors in writing 10 days before the date of the meeting. The notice shall include time, place, duration of the meeting, business to be transacted at the meeting and the date of the notice. If the meeting fails to be convened, an announcement stating reasons is required.

18.
Original Article 114 be renumbered as Article 129 and amended from, "Supervisory Committee is accountable to the General Meeting" be "Supervisory Committee is accountable to all the shareholders".

19.
Article 131 be added: "discussion procedures and voting procedures shall be carried out in accordance with "Rules of Discussion Procedures for the Supervisory Committee".

20.
Article 132 be added: " The Supervisory Committee shall keep minutes of its meetings. The supervisors present at the meeting and the recording person shall sign on the minutes. Supervisors are entitled to make explanatory notes on the minutes regarding his/her speech at the meeting. The minutes of the Supervisory Committee meetings shall be kept with care as important files of the Company".

21.
Original Article 121 be renumbered as Article 138 and amended to, "When exercising his/her rights and performing his/her duties, the directors, supervisors, general manager and other senior management personnel of the Company shall act with prudence, diligence and competence as that of a reasonable and prudent person under the similar circumstances.

The directors (including independent directors and persons to be appointed independent directors) shall actively participate in the relevant training programs to learn the rights, duties and obligations of a director(including independent director), to familiarize with relevant laws and regulations and to grasp the relevant knowledge required as a director(including independent director).

22.
Article 153 was added: " subject to the approval at the General Meeting, the Company may purchase liability insurance for its directors, supervisors, managers and other senior management personnel except for the liabilities as result of violating laws, regulations and these Articles of Associations.

23.
Original Article 139 be renumbered as Article 157 and amended to, "The annual financial statements of the Company shall be available for inspection by shareholders at the premises of the Company 20 days before the date of each Annual General Meeting. Every shareholder of the Company is entitled to receive the annual financial statements as mentioned in these Articles of Associations.

The Company shall send the aforesaid report at least 21 days (or under the situation permitted by "The Rules Governing the Listing of Securities on The Hong Kong Stock Exchange Company Limited", a summary thereof) before each Annual General Meeting to the shareholders holding overseas listed foreign investment shares through prepaid envelope mail to the address appearing on the register of members of the Company. Under the situation permitted by "The Rules Governing the Listing of Securities on The Hong Kong Stock Exchange Company Limited", such report may be sent to shareholders of H Shares through electronic means.

24.
Original Article 184 and amended to Article 203 and the following text be added: "Under the situation permitted by "The Rules Governing the Listing of Securities on The Hong Kong Stock Exchange Company Limited", notices to shareholders may be sent to shareholders of H Shares through electronic means."

25.
Original Article 188 and amended to Article 207 and the following text be added: " ‘Working day' refers a day when  banks in the PRC open for business during normal office hours (excluding Saturdays)".

The original articles are renumbered correspondingly due to the newly added articles. Corresponding amendments to the wording in Articles 2, 3, 18, 19, 20, 83, 123, 147 and 148 of the original Articles of Associations will be made.


By order of the Board of


Guangzhou Pharmaceutical Company Limited


He Shuhua


Company Secretary

Guangzhou, the PRC, 4 April 2002
Please also refer to the published version of this announcement in Hong Kong i-mail/Hong Kong Economic Times.

