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GPC Guangzhou Pharmaceutical Company Limited





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

ACQUISITION OF A PROPERTY

Summary

On 16 July 2002, the Agreement was entered into between GPIRI and Guangzhou BaiDi in respect of the Acquisition. Pursuant to the Agreement, GPIRI has conditionally agreed to sell and Guangzhou BaiDi has conditionally agreed to acquire the Property at a cash consideration of RMB29,831,000.

Guangzhou BaiDi is a 92.8% owned subsidiary of the Company. GZPHL, the substantial shareholder of the Company, holds approximately 63.3% of the issued share capital of the Company. In addition, with the approval granted by 廣州市機構編制委員會 (Guangzhou Resource Planning Commission) in January 2000, GPIRI has been put under the management control of GZPHL. The senior management of GPIRI, which is equivalent to the board of directors, consists of four members. All of them were directly or indirectly nominated by GZPHL. GPIRI, as a result, is an associate of GZPHL, the substantial shareholder of the Company. GPIRI also has 4% equity interests in Guangzhou BaiDi. The Acquisition constitutes a connected transaction for the Company under the Listing Rules. Pursuant to rule 14.25(1) 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 in accordance with Rule 14.25 (1)(A) to (D) of the Listing Rules.

According to the Rules Governing the Listing of Shares on the Shanghai Stock Exchange, 國通證券股份有限公司 (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 will be published in two newspapers in the PRC, namely Shanghai Securities News and China Securities Journal. According to paragraph 2(2) of the Listing Agreement, the report from國通證券股份有限公司 (China Communication Securities Co., Ltd.) is set out in a separate announcement today.

THE AGREEMENT

Date

16 July 2002

Parties

Vendor
:
GPIRI

Purchaser
:
Guangzhou BaiDi

Guangzhou BaiDi is a 92.8% owned subsidiary of the Company. GZPHL, the substantial shareholder of the Company, holds approximately 63.3% of the issued share capital of the Company. In addition, with the approval granted by 廣州市機構編制委員會 (Guangzhou Resource Planning Commission) in January 2000, GPIRI has been put under the management control of GZPHL. The senior management of GPIRI, which is equivalent to the board of directors, consists of four members. All of them were directly or indirectly nominated by GZPHL. GPIRI, as a result, is an associate of GZPHL, the substantial shareholder of the Company. GPIRI also has 4% equity interests in Guangzhou BaiDi.

The Acquisition

Pursuant to the Agreement, GPIRI has agreed to sell and Guangzhou BaiDi has agreed to acquire the Property.

Property

The land (with an area of 30,806 square meters) under the State-owned Land Use Right Certificate (番府國用[96]字第03-0338 and 03-0210號) located on Shi Guang Road, Xie Village, Zhong Cun County, Pan Yu District, Guangzhou City, Guangdong Province, the PRC and the building facilities thereon.

Consideration

The Consideration is based on the independent valuation by 廣州中天衡評估有限公司 (Guangzhou Assets Appraisal Corporation) as at 30 April 2002 of RMB29,831,000 on the basis of comparable market value and will be payable in cash by Guangzhou BaiDi to GPIRI in the following manner:-

(i)
RMB25,000,000 will be payable within 5 days after the Agreement becomes unconditional;

(ii)
RMB2,831,000 will be payable within 10 days after the completion of the Acquisition; and

(iii)
the balance of RMB2,000,000 will be payable when GPIRI settles all outstanding construction fees payable on the Property.

The title to the Property is required to be transferred from GPIRI to Guangzhou BaiDi within 60 days after the receipt by GPIRI of RMB25,000,000 under paragraph (i) above.

The Consideration to be paid by Guangzhou BaiDi under the Agreement will be financed by the internal resources of the Group (which consist of the proceeds obtained from the listing of A shares of the Company on the Shanghai Stock Exchange in January 2001).

Condition

The Agreement is conditional upon the written approvals from the relevant local government authorities regarding the Acquisition.

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. In August 2001, the Company established Guangzhou BaiDi. The scope of business of Guangzhou BaiDi includes conducting research and development on biological pharmaceutical products, undertaking of research projects in respect of pharmaceutical products, pharmacology, therapeutic effects and toxicology of new pharmaceutical products, and providing consultation services on pharmaceutical technology.

According to the prospectus of the Company in connection with the listing of the A shares of the Company on the Shanghai Stock Exchange in January 2001, the Company would apply approximately RMB80,000,000 from the listing proceeds to construct a biological research and development centre. The Property acquired by Guangzhou BaiDi will be used as a biological research and development center for conducting research and development on biological pharmaceutical products.

The Directors (including independent non-executive 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 research capabilities and is beneficial to the long term development of the Group. The Directors (including independent non-executive directors) believe that the Acquisition is in normal and commercial terms and 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, 國通證券股份有限公司 (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 will be published in two newspapers in the PRC, namely Shanghai Securities News and China Securities Journal. According to paragraph 2(2) of the Listing Agreement, the report from國通證券股份有限公司 (China Communication Securities Co., Ltd.) is set out in a separate announcement today.

GENERAL

The Agreement constitutes a connected transaction for the Company under the Listing Rules. Pursuant to rule 14.25(1) 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 in accordance with Rule 14.25 (1)(A) to (D) of the Listing Rules..

DEFINITIONS

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

"Acquisition"
the proposed acquisition of the Property by Guangzhou BaiDi under the Agreement

"Agreement"
the conditional sale and purchase agreement dated 16 July 2002 between Guangzhou BaiDi and GPIRI 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

"Consideration"
RMB29,831,000

"Directors"
the directors of the Company

"GPIRI"
廣州市醫藥工業研究所 (Guangzhou Pharmaceutical Industrial Research Institute)

"Group"
the Company and its subsidiaries

"Guangzhou BaiDi"
廣州拜迪生物醫藥有限公司 (Guangzhou BaiDi Biological Pharmaceutical Company Limited), a subsidiary of the Company

"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

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

"Property"
The land (with an area of 30,806 square meters) under the State-owned Land Use Right Certificate (番府國用[96]字第03-0338 and 03-0210號) located on Shi Guang Road, Xie Village, Zhong Cun County, Pan Yu District, Guangzhou City, Guangdong Province, the PRC and the building facilities thereon.

"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, 16 July 2002
Independent Financial Report published in

the PRC regarding Connected Transaction

I.
IMPORTANT

The directors of Guangzhou Pharmaceutical Company Limited ("GPC") refer to a separate announcement regarding a connected transaction announced today. According to the Rules Governing the Listing of shares on the Shanghai Stock Exchange, GPC has appointed 國通證券股份有限公司 (China Communication Securities Co., Ltd.) as an independent financial adviser in the PRC to prepare the following independent financial report in relation to the connected transaction which was published in Shanghai Securities News and China Securities Journal in the PRC today. According to paragraph 2(2) of the Listing Agreement, the independent financial report published in the PRC is set out below:

II.
DEFINITIONS

In this report, unless the context otherwise requires, the terms shall have the following meanings:

GPC
Guangzhou Pharmaceutical Company Limited;

Guangzhou BaiDi
廣州拜迪生物醫藥有限公司 (Guangzhou BaiDi Biological Pharmaceutical Company Limited);

GPIRI
廣州市醫藥工業研究所(Guangzhou Pharmaceutical Industrial Research Institute);

SSE
Shanghai Stock Exchange;

SEHK
The Stock Exchange of Hong Kong Limited;

Connected Transaction
the acquisition of assets by Guangzhou BaiDi from GPIRI;

Independent Financial Adviser
國通證券股份有限公司 (China Communication Securities Co., Ltd.)

RMB
Renminbi

III.
INTRODUCTION

國通證券股份有限公司 (China Communication Securities Co., Ltd.) has been appointed by GPC and Guangzhou BaiDi as the independent financial adviser of the Connected Transaction to prepare an independent financial report for the shareholders of the connected parties. The opinion herein contained in relation to the Connected Transaction is formulated by the Independent Financial Adviser on the basis of good faith, openness, and impartiality. This report is prepared in compliance with the relevant requirements of the Company Law of the People's Republic of China, the Securities Law of the People's Republic of China, the Rules Governing the Listing of Shares on the Shanghai Stock Exchange (2001 Revised). This report is based on the resolutions passed by the Board of Directors of GPC and Guangzhou BaiDi, the Agreement for Transfer and the Valuation Report issued as well as other information provided by the relevant parties for the purpose of forming an independent, objective and fair opinion on whether the Connected Transaction is fair and reasonable so far as the shareholders are concerned.

IV.
REPRESENTATION

1.
In preparing this report, the Independent Financial Adviser has relied on information provided by the connected parties and other relevant intermediaries, which accept responsibility for the truthfulness, accuracy and completeness of the information so provided. 

2.
In arriving at its opinion, the Independent Financial Adviser has based on the aforementioned information and has assumed that each of the parties is capable of fully performing the duties relating to the Connected Transaction.

3.
The Independent Financial Adviser has not appointed or authorized any institution or individual to provide any information which is not set out in this report as supplemental information or amendment to this report nor as explanation or elaboration on this report.

4.
This report does not constitute any offer or recommundation for any investment in GPC. The Independent Financial Adviser disclaims any liability for any loss arising from any investment decision made in reliance upon this report.

5.
The duties of the Independent Financial Adviser do not include discussion and verification on the commercial feasibility of the Connected Transaction, which are the responsibilities of the board of directors of GPC and Guangzhou BaiDi. Furthermore, the Independent Financial Adviser the boards of directors of has not participated in the discussions and negotiations of the terms of the Connected Transaction.

6.
This report shall only be used by the relevant parties to the Connected Transaction, and shall not be used for any other purposes.

V.
INTRODUCTION TO THE CONNECTED PARTIES AND THEIR RELATIONSHIP

GPIRI is a scientific research institution under the Guangzhou Municipal People's Government. Since the approval by 廣州市機構編制委員會 (Guangzhou Resource Planning Commission) in January 2000, GPIRI has been put under the administration of 廣州醫藥集團有限公司 (Guangzhou Pharmaceutical Holdings Limited). Accordingly, both GPIRI and GPC are controlled by Guangzhou Pharmaceutical Holdings Limited. In addition, GPIRI has 4% equity interests in Guangzhou BaiDi.

As Guangzhou BaiDi is a subsidiary owned as to 92.8% by GPC, the acquisition of the assets by Guangzhou BaiDi from its shareholder (i.e. GPIRI) constitutes a connected transaction under the relevant provisions of SEHK and SSE.

(1)
Guangzhou BaiDi was established in August 2001. Its registered capital is RMB50,000,000 and its legal representative is Zhang Mingsen. The scope of business of Guangzhou BaiDi includes conducting research and development of biological pharmaceutical products, undertaking of research projects in respect of pharmaceutical products, pharmacology, therapeutic effects and toxicology of new pharmaceutical products, and providing consultation services on pharmaceutical technology.

(2)
GPIRI is a scientific research institution under the Guangzhou Municipal People's Governement. Since the approval by Guangzhou Resource Planning Commission in January 2000, GPIRI has been put under the administration of Guangzhou Pharmaceutical Holdings Limited. This means Guangzhou Pharmaceutical Holdings Limited can manage GPIRI but does not own it. The registered capital of GPIRI is RMB11,380,000 and its legal representative is Zhu Shaoxuan. Its scope of business includes conducting research and development of new pharmaceutical products, rearing and sale of animals for scientific experiments, manufacturing and processing of chemical products for daily use.

VI.
REASON AND PRINCIPLES FOR THE CONNECTED TRANSACTION

(1)
Reason for the Connected Transaction: In accordance with the intended use of proceeds from the issuance of A shares on SSE in 2001 by GPC, the land and building acquired by Guangzhou BaiDi will be entirely used for research and development projects in relation to biological pharmaceutical products. 

(2)
Principles for the Connected Transaction

i.
Adhering to the principles of openness, fairness and impartiality and fully safeguarding the interests of shareholders, particularly the minority shareholders.

ii.
Strictly complying with the requirements of the relevant laws and regulations and codes of practice;

iii.
Adhering to with the principles of fidelity, honesty and negotiations.

VII.
DETAILS OF THE CONNECTED TRANSACTION

(1)
Guangzhou BaiDi and GPIRI entered into《土地使用權、建築物及配套設施所有權轉讓協議書》(Agreement for Transfer of Titles of Land Use Rights, Buildings and Ancilliary Facilities) (hereinafter called "Agreement for Transfer") on 16th July, 2002. 

(2) 
Subject of the Connected Transaction


The subject of the Connected Transaction: the land use right owned by GPIRI in connection with the land located in Zhong Cun County, Pan Yu District, Guangzhou City and the building facilities thereon. According to the Valuation Report issued by 廣州中天衡評估有限公司 (Guangzhou Assets Appraisal Corporation) ([2002] No.133), the major financial figures are as follows: (Unit: RMB'000)



Nominal Value

Adjusted Nominal

Valuation

Categories of Assets


value



i.
Construction-in-progress
20,655.6

5,790.8

3,142.1

ii.
Building facilities
13,331.3

28,196.1

16,676.9

iii.
Land use right
15,149.8

15,149.8

10,012.0

Total assets
49,136.8

49,136.8

29,831.0

(3)
Pricing basis, Transaction Price and Source of Funding


According to Agreement for Transfer, Guangzhou BaiDi and GPIRI agreed that the valuation of RMB29,831,000 based on the Valuation Report ([2002] No.133) issued by 廣州中天衡評估有限公司 (Guangzhou Assets Appraisal Corporation) is taken as the price of the Connected Transaction. The acquisition by Guangzhou BaiDi of the aforementioned assets owned by GPIRI will be entirely financed by Guangzhou BaiDi's internal resources.  

(4)
Method of payment: Instalments. Guangzhou BaiDi shall pay RMB25,000,000 within 5 days after the Agreement for Transfer is signed and becomes effective. RMB 2,831,000 will be payable after completion of the transfer of the assets and the balance of RMB2,000,000 will be payable by Guangzhou BaiDi when GPIRI settles all outstanding construction fees and delivers the documents relating to the subject of the Connected Transaction.

VIII.
ADVICE FROM INDEPENDENT FINANCIAL ADVISER

1.
This report is based on the following assumptions:

(1)
The information, on which this report is based on, is true, accurate, complete and timely;

(2)
The Connected Transaction is not subject to any legal obstacles and can be completed smoothly;

(3)
There will be no material changes in the laws, regulations and policies of the State in force;

(4)
There will be no material changes in the social and economic environment with regard to the place where the subject of the Connected Transaction is situated;

(5)
The parties of the Connected Transaction act on good faith and will honour all of the contracts and agreements;

(6)
There will be no material adverse impact as a result of force majeure.

2.
Legitimacy of the Connected Transaction

(1)
According to the relevant requirements of SEHK and SSE, the Connected Transaction entered into by Guangzhou BaiDi, a subsidiary of GPC, has been approved by the Board of Directors of GPC;

(2)
Guangzhou BaiDi and GPIRI have entered into the Agreement for Transfer;

(3)
The price of the Connected Transaction is based on the Valuation Report ( [2002] No.133) issued by 廣州中天衡評估有限公司 (Guangzhou Assets Appraisal Corporation) ;

(4)
The Connected Transaction complies with the relevant laws, and regulations and the specific requirements for asset acquisition and connected transactions.

3.
Fairness and reasonableness of the Connected Transaction


The Connected Transaction between Guangzhou BaiDi and GPIRI is fair and reasonable so far as the shareholders are concerned, as shown below:

(1)
The price of the Connected Transaction is based on independent valuation. The terms of the transaction were arrived after arm's length negotiations and are not detrimental to the interests of the minority shareholders of each of the connected parties.

(2)
The completion of the Connected Transaction will speed up the growth of Guangzhou BaiDi and ensure that the proceeds from listing are used as intended.

(3)
The Connected Transaction complies with the requirements of the relevant laws, fulfills the principles of openness, fairness and impartiality and protects the interests of shareholders of the connected parties, particularly those of the minority shareholders. 

(4)
The Connected Transaction is an one-off transaction and will not result in an on-going connected transaction nor any competition between Guangzhou BaiDi and GPIRI in the future.

IX.
MATTERS TO BE NOTED BY INVESTORS

(1)
Investors are advised to read the information contained in the announcement about the Connected Transaction, the resolutions of the Board of Directors of GPC, and the Valuation Report carefully;

(2)
The sale of assets by GPIRI is subject to the approval of the relevant authorities;

(3)
This report does not constitute any offer or recommendation for any investment in GPC.

X.
DOCUMENTS AVAILABLE FOR INSPECTION

(1)
The resolutions passed by the 17th session of 2nd board of directors' meeting of GPC;

(2)
The resolutions passed by the board of directors of Guangzhou BaiDi;

(3)
Agreement for Transfer of Titles of Land Use Right, Buildings and Ancilliary Facilities;

(4)
The Valuation Report issued by 廣州中天衡評估有限公司 (Guangzhou Assets Appraisal Corporation) ( [2002] No. 133).

XI.
PLACE WHERE DOCUMENTS ARE AVAILABLE FOR INSPECTION

Guangzhou Pharmaceutical Company Limited

Address
:
45 Sha Mian North Street, Guangzhou City

Tel
:
(8620) 81218117

Fax
:
(8620) 81876408

Contact person
:
He Shuhua 


China Communication Securities Co., Ltd.

16th July, 2002
Please also refer to the published version of this announcement in The Standard / Hong Kong Economic Times.
