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Dear Sir 03022762

Re: China Pharmaceutical Group Limited (formerly known as China Pharmaceutical

Enterprise and Investment Corporation Limited )(the “Company”)
File No. 82-4135

We, a company incorporated in Hong Kong, furnish herewith the following documents
of the Company pursuant to Rule 12g3-2(b) (iii) under the Securities Exchange Act of
1934:

® an announcement dated August 26, 2002 relating to the interim results for the
six months ended June 30, 2002;

(ii)  an announcement dated December 23, 2002 relating to the resignation of an
executive director;

(i)  an announcement dated February 19, 2003 relating to connected transaction,
ongoing connected transactions and proposed change of company name;

(iv)  an announcement dated March 25, 2003 relating to the final results for the year
ended December 31, 2002;

v) the Company’s annual report dated March 25, 2003 for the year ended
December 31, 2002;

(vi) a circular dated March 31, 2003 relating to proposals involving general
mandates to repurchase shares and to issue shares;

(vii)  an announcement dated May 7, 2003 relating to change of company name;
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(viii) an announcement dated May 20, 2003 relating to the first quarter results for the
three months ended March 31, 2003.

If you have any questions regarding this information, please do not hesitate to contact
the undersigned at (852) 2802-3011 or by fax at (852) 2802-4552.

Please acknowledge receipt of this letter and its enclosures by date-stamping and
returning the enclosed copy of this letter to us by fax at (852) 2802-4552.

Yours faithfully,
For and on behalf of
China Pharmaceutical Group Limited

Eddie Chak
Financial Controller
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. CHINA PHARMACEUTICAL ENTERPRISE cCrp
AND INVESTMENT CCRPORATION LIMITED
FTEHRELXBEERTRLQF
(Incorporated in Hong Kong with limited lLiability) a3 Nj” 10 r.
2002 INTERIM RESULTS ANNOUNCEMENT Ve

The Board of Directors (the 'Directors’) of China Pharmaceutical
Enterprise and Investment Corporation Limited (the ‘‘Company") is
pleased to announce the unaudited consolidated results of the
Company and its subsidiaries (the "Group") for the six months ended
June 30, 2002.

CONSOLIDATED INCOME STATEMENT
For the six months ended June 30, 2002

For the six months

ended June 30,
2002 2001
HK$'000 HK$'000
(Unaudited) (Unaudited)
Tumover 705,183 570,627
Cost of sales (510,690) (422,524)
i
Sross profit 194,503 148,103
Other revenue 8,883 8,083
Distribution costs . (12,110} (12,170)
Administrative expenses (68,887) (54,865)
Other operating expenses (2,070) (5,165)
Profit from operations 130,619 83,366
Finance costs (12,725) (13,313)
Impairment of goodwill of an associate - (2,032)
Share of profit of a jointly controlled entity 4,081 2,843
Gain on disposal of subsidiaries - 3,860
Profit before taxation 121,975 74,724
Taxation (19,789) (13,688)
Profit before minority interests 102,186 61,036
Minority interests (1,025) (644)
Profit attributable to shareholders 101,161 60,392
Earm'hgs per share
Basic 8.12 cents 4.87 cents
Diluted 8.00 cents 4,82 cents
btes:
1. Segmentinformation
Business segment
Tumover Segment resuits
for the six months for the six months
ended June 30, ended June 30,
2002 2001 2002 2001
HK3'000 HK®'000  HK$'000 HK$'000
Penicillin series 273,713 247,308 60,594 54,450 .
7-ACAand .
cephalosporin series 268,996 158,812 62,307 42,511
Vitamin C-series 159,040 160,522 14,322 891
Others 3,444 6,984 (219) (5,583)
705,193 570,627 137,004 92,269
Unallocated corporate expenses (6,385) (8,903)
Profit from operations 130,618 83,366

Geographical segment

The d:smbutnon of the Group's consohdated tumover by geographical
market is presented below:

Tumover
for the six months
ended June 30,

2002 2001
‘ HK¥'000 HK$'000.

The People's Republic of China (the "PRC") 643,060 412,033
Asia other than the PRC 54,792 78,630
Europe 52,571 43,975
America 44,546 29,894
MNthera 10,218 5,895

INTERIM DIVIDEND

The Directors resolved not to pay an interim dividend for the six
months ended June 30, 2002 (6.30.2001: Nil).

BUSINESSS REVIEW AND PROSPECTS
Results

For the first half of the year, the Group reported turnover of
HK$705,193,000 and profit -attributable to shareholders of
HK$101,161,000, representing an increase of 24% and 68% over the
same period last year respectively.

In the first half of the year, the production and sales of the three major
series of the Group continued to perform well 7-ACA and
cephalosporin series was the largest contributor to the. Group's
growth in turnover and profit for the period, whereas vitamin C series
achieved the greatest success in cost control.

71.KCHA and cephalosporin series

The output of 7-ACA for the period increased 43% to 206 tonnes
whereas sales of the 7-ACA series increased by 39%. This is the first
year since the production capacity of 7-ACA has been expanded to
800 tonnes per annum and there is room for further improvement in
the production process. We believe that output will be able to reach
the designed capacity by 2003 and the series will become the largest
contributor to the Group's sales and profit.

Apart from the 7-ACA series, there were 3 other new cephalosporin
products, namely cefoperazone sodium, cefradine and ceftriaxone,
put into commercial production during the period. These new
products accounted for about 8% and 2% of the Group's m.mover and
gross profit for the period respectively.

The market of cephalosporin antibiotics in the PRC is in the stage of
rapid growth. The Group will seize the opportunity by stepping up
the development of various cephalosporin products in order to
consolidate our leading position of the series in the market.

Penicillin series

With the supplement of certain facilities to the existing production
line, the production capacity of this series was topped up to 4,000
tonnes per annum. The output of penicillin for the period reached
1,800 tonnes, an increase of 34% over the same period last year. The
increase in output was mainly of penicillin industrial salt as the
demand for it was strong dwring the period. Sales of the series
increased by 11% over the same period last year, representing 35%
of the Group's sales.

Vitamin C series

‘The output of vitamin C reached 6,531 tonnes, an increase of 10% over
the same period last year. Asthe product prices have not yet returned
to the level'in the first half of last year, the sales of this series was only
more or less the same as the same period last year.

Having gone through the fierce competition in the second half of last
year, the prices of vitamin C products have gradually regained 10%
after hitting the bottom in the second half of last year. The successful
introduction of new technoloyy enabled the overall production costs
to lower by 20%. With the gradual recovery of product prices, we
believe that the series will be able to become a major profit
contributer of the Group again.

Product cost and profit margin

The costs of all cur products have been lowered by different degrees
with vitamin C series being the most prominent. However, the
relatively high production cost of the new cephalosporin products in
its early stage of production has hindered the growth in the overall
gross profit margin, For the period, the gross profit margin of the

--.Group -attained-27.6%,-an increase. of 1.6 .percentage point over the

same period last year. With the improvenient in the production of new
products and the overall market situation, we believe that a higher
gross profit margin can be attained in the second half of the year.

Requisition of assets
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- ThePeople’'s Republic of China (the 'FRC"")

S

543,060 412,033
Asia other than the PRC 54,792 78,630
Europe 52,877 43,975
America 44,548 29,984
Others 10,218 5,885
705,193 570,827

Contribution to profit by geographical market has not been presented as
the contribution 1o profit from each market is in line with the overall Group
ratio of profit to turnover.

Profit from operations
For the six months
ended June 30,
2002 2001
] HK$'000 HK$'000
Profit from operations has been arrived
at afier charging (crediting):
Allowance for bad and doubtful debts 5,450 4,027
Amortisation of intangible assets 7,866 7,032
Depreciation of property,
plant and equipment 47,359 44,798
Impairment loss on property,
plant and equipment - 1,000
Bank interest income (480) (622)
Taxation
For the six monthsg
ended June 30,
2002 2001
HK$'000 HK$'000
The charge comprises:
PRC income tax 19,265 13,334
Share of taxation of a jointly
controlled entity 524 354
19,789 13,688

No Hong Eong Profits Tax is payable by the Company or its Hong Kong
subsidiaries since they had no assessable profit for the period.

Pursuant to the relevant laws and regulations in the PRé. the Group's PRC
subsidiaries are entitled to an exemption from PRC income tax for the two

years starting from their first profit-making year, followed by a 50%

reduction for the next three years. The taxation charge for the period
represents provision for PRC income tax for the PRC subsidiaries taking
into accourtt of these tax incentives.

The jointly controlled entity, which was established in the PRC, is also
entitled to similar PRC 1ax relief as the above subsidiaries.

There was no significant unprovided deferred taxation for the period or at
the balance sheet date.

 Earnings per share

The calculation of the basic and diluted earnings per share is based on the
following data: :

For the six months
ended June 30,
2002 2001

Profit attributable to shareholders HK$101,161,000

HK$60,362,000

‘Weighted average number of
ordinary shares for the purpose
of basic earnings per share 1,245,580,163 . 1,240,447,279

Effect of dilutive potential ordinary

shares in respect of share options 19,661,140 13,068,182

Weighted average number of
ordinary shares for the purpose
of diluted earnings per share

1,265,241,303 1,253,515,461

Transfer of reserves

During the six months ended June 30, 2002, the Group transferred
accurmilated profits to statutory surplus fund and enterprise expansion
fund of HK$21,054,000 and HK$20,480,000 (1.1.2001 to 6.30.2002: Nil and
Nil) respectively.

Review of interim financial statements
The interim financial statements are unaudited, but have been reviewed

by the Audit Committee with the management and external auditors of the
Company.
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samerperiod last year. With the improv'eme?ﬁt in the productior of new - ¢
preducts and the overall market situation, we believe that a higher -
gross profit margin can be attained in the second half of the year.

BAcquisition of assets

The Group completed the acquisition of preparation production lines
in July 2002. Currently the Group is considering a possible acquisition
of a research centre from its parent company with a view to enhancing
the Group's strength in developing new drugs and further
consolidating the competitiveness of the Group.

Development of butylphthalide

The approval procedure of butylphthalide, a category one new drug
in the PRC, has been completed. It is expected that approval for
production will be obtained from the State Drug Administration in
September this year. This product will be the first patent drug of the
Group and is expected to bring significant contribution in the coming
years.

Looking forward to the second half of the year:

1. The Group will focus on the operation of the 7-ACA production
lines. Efforts will be put to improve the production facilities and
production technology with a view to attaining designed capacity
as early as possible. The development of cephalosporin products
will be stepped up to keep in line with the rapidly growing
market of cephalosporin antibiotics.

2. The Croup will complete the strategical transformation from a
bulk pharmaceutical enterprise to a comprehensive
pharmaceutical enterprise encompassing development,
production and marketing of both bulk "and finished
pharmaceutical products. More effort will be put to develop new
drugs and broaden the market of finished pharmaceutical
products.

3. The next few years will be pivotal to the development of the PRC
pharmaceutical industry. With the accession of PRC to the WTO
and the enforcement of GMP in the PRC, it is expected that a lot of
small to medium pharmaceutical companies will be forced out of
the market whereas acquisition and merger between medium
and large pharmaceutical companies will rapidly increase. We
will monitor the development closely and look for investment
opportunities proactively, striving to become the leading player
in the PRC pharmaceutical industry.

FINANCIAL REVIEW

At the interim period end date, the Group's total bank borrowings was
HK$478 million, an increase of HK$6 million as compared to HK$469
million at the last year end date, and the maturity profile spread over a
period of three years with HK$366 million repayable within 1 year and
HK$109 million within 2 to 3 years.

Gearing ratio was 18.8%, which was calculated on the basis of the
Group's net bank borrowings (after deducting cash and bank
balances of HK$257,151,000) over shareheclders' funds at the interim
pericd end date.

The majority of the Group's bank borrowings, approximately 68% at
the interim period end date, was in Renminbi with the balance in Hong
Kong dollars. As the Group derives its revenue mainly in Renminbi,
its exposure to foreign exchange rate fluctuations is not significant.

EMPLOYEES

At the interim period end date, the Croup has approximately 4,345
employees, the majority of them are employed in the PRC. They are
remunerated. at market level with benefits such as medical, retirement
benefit and share option scheme.

PUBLICATION OF DETAILED INTERIM RESULTS ON THE
EXCHANGE'S WEBSITE '

A detailed results announcement containing all the information
required by paragraphs 46(1) to 46(6) of Appendix 16 to the Rules
Governing the Listing of Securities on The Stock Exchange of Hong
Kong Limited will be published on the Exchange's website in due
course.

By order of the Board
CAIDONG CHEN
Chairman

Hong Kong, August 26, 2002
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CHINA PHARMACEUTICAL EN TERPRISE AN D

INVESTMENT CORPORATION LIMITED
THEREELEREERLD

(Incorporated n Hong Kong Lmder tbe Compa.mes Ordmance)

: N OTICE 01" RESIGNETION OI' DIR.ECTOR

1. ;,‘Ihe ’boa_rd of dlrectors ("'I'he Boa.rd") of Clnna Pharmaceutical Enterpnse
. and Investment Corporation Limited {('‘the Company"’) announces that Mr:
 ‘Wang Xian Jun Has resigned-as an executive director of the Company with
- effectfrom 23rc1 Decembe: 2002 o :

" By Order of the Boarg:l
- .CEIDong Chen - -
Cbauman o

-t

‘-'The Board- would like to take thls opportu.mty to thaz:k Mr Wang Xlan Iu.n for B . SRR
. 'ms comnbutlons to the Company .
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The Stock Exchange of Hong Xong Limited takes no

sponsibility for the contents of this

makes no repr a5 (o its

(Page 1)

howsoever arising from or in reliance upan the whole or any pant of the contents of this announcement,

CHINA PHARMACEUTICAL ENTERPRISE o
AND INVESTMENT CORPORATION LIMITED g
FERELEREERLA

SUMMARY

Cn 16th February, 2003, the Company entered into the
Acquisition Agreement with its controlling shareholder
(namely SPG) and one of SPG's wholly-owned subsidiaries
{namely New Medicine Co.), pursuant to which the Company
will acquire the entire equity interest of R&D Co.. R&D Co. is
principally engaged in the research and development of
pharmaceutical products and manufacturing technology, and
provision of technical services and ¢onsulting services.in
connection with the manufacture of pharmaceutical products.
The consideration for the Acquisition is RMBI8,450,000
{equivalent to about HK$17.4 million) which will be satisfied
by the Group's internal resources.

Following Completion, R&D Co. will become a
wholly-owned subsidiary of the Company and the provision
of research and development services by R&D Co. to SPG
Greup will constitute ongoing connected transactions for the
Company under the Listing Rules, The Company will apply
1o the Stock Exchange fer a waiver from the strict compliance
from the disclosure requirements as required under the
Listing Rules in regpect of the Ongoing Connected
Transacticns. .

The terms of the Acquisition and the Ongoing Comnected
Transactions were determined after amm's length
negotiations between the Company and SPG Group. The
Directors believe that the Acquisition represents a good
investment opportunity for the Company 10 have its cwn
research and development capability to enrich the Group's
business portfolio and is in the interest of the Group and the
Shareholders as a whole.

For the purpose of the Listing Rules, as SPG is the controlling
shareheolder of the Company, the Acquisition- constitutes a
connected transaction to the Company. As the consideration
for the Acquisition represents more than the higher of HK$1
million or 0.03% of the consolidated net tangible asset value
of the Company as at 30th June, 2002 but less than the higher
of HK$10 millicn or 3% of the consolidated net tangible asset
value of the Company as at 30th June, 2002, the Company is
subject to the disclosure requirements under Rule 14.25(1) of
the Listing Rules and .details of the Acquisition will be
included in the Company's next published annual report in
accordance with Rule 14.25(1)(A) to (D) of the Listing Rules.

In additien, the Directors propose to change the English
company name of the Company to 'China Pharmaceutical
Group Limited" and to change the Chinese company name
of the Company to “FENBEMERALT" 10 signify the
Group's new strategy and mission to become a
comprehiensive  pharmaceutical group in the PRC
pharmaceutical industry. A circular containing the proposal
for change of company name of the Company and a notice
convening the EGM will be dispatched to the Shareholders
as soon as practicable. .

ACQUISITION AGREEMENT DATED 19TH mnumf.
2003 ©

Parties , .

Purchaser: . * the Company .

Vendors: SPG’ and New Medicine Co. {one of SPG's
wholly-owned subsidiaries)

Assets to be acquired

The Company will acquire the entire equity interest of R&D
Co. R&D Co. is principally engaged in the research and
development of pharmaceutical products and manufacturing
technolegy, and provision of technical services and
consulting services in connection with the manufacture of
pharmaceutical products. Details of R&D Co. are set out in
geai paragraph headed “Information of the acquiring assets™
ow.
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The consideration for the Acquisition is RMBI18,450,000
(equivalent tc about HK$17.4 million), which will be satisfied
by the Group's internal resources and will be paid within 3
business days after Completion Date. The terms of the
Acquisition was determined after arm's length negetiations
between the Company and SPG by reference to an

‘

(Incorporated in Hong Kong with limited liability)

Connected Transaction
and :
Ongoing Connected Transactions
and ' K
Proposed Change of Company Name

independent valuation on the net assets of R&D Co. as at 31st
August, 2002 prepared by the PRC Valuer, a firm of valuers
licensed by the Ministry of Finance to carry out valuation of
state-owned assets in the PRC. The net asset value of R&D
Co. as at 31st August, 2002 as set cut in the Valuation Report
is RMBI18, 448,500, representing a premium of 0.7% over
RMB18,317,100 which represents the book value of its net
tangible assets.” There is no shareholder's loan advanced
from SPG and New Medicine to R&D Co..

The Acquisition Agreement provides, among other things,
that if the net assets of R&D Co. as at the Completion Date is
below the net assets of R&D Co. as stated in the Valuation
Report, SPG and New Medicine Co. shall inject the
discrepancy in cash into R&D Co..

Conditions .

Completion is conditional upon, among other things, the
following conditions bein% fulfilled (or waived (if applicable)
by the Company) on or before 18th August, 2003, or such
other date as the parties to the Acquisition Agreement may
otherwise agree:

i) completion of a due diligence revisw by the Company
on R&D Co. to the absolute satisfaction of the
Company;

i)  the granting of a lease by SPG to R&D Co. in respect of
land on which the property presently occupied by R&
D Co. and all relsvant approvals and consents which
are required by the relevant laws and regulations in
the PRC for the lease having been cbtained;

iy &l relevant approvals and consents which are
required by the relevant laws and regulaticns or
otherwise necessary for Completion in the PRC having
been obtained; and

iv)  receipt by the Company of legal opinions issued by a
firm of qualified lawyers in the PRC on the date of the
Acquisition Agreement and on Completion
respectively to the effect that the Acquisition and the
transactions-centemplated thereunder comply with all
rules, requlations and laws of the PRC.

INFORMATION OF THE ACQUIRING ASSETS

R&D Co., the research and development center of SPG
Group, was evolved from a merger of three research and

development centres of SPG Group and was incorporated as °

ggoisudirecl wholly-owned subsidiary of SPG in Septernber

R&D Co. is principally engaged in the research and
development of pharmaceutical products (such as vitamin
and antibiotic products) and manufacturing technology, and
provision of technical services and consulting services in
connection with the manufacture of pharmnaceutical preducts.

alsd develops pharmaceutical products and

. manufacturing technology for third parties.

R&D Co. has a team of about 90 research and development
personnel with expertise in various areas such as pharmacy,

chemical synthesis, pharmacology and Chinese medicine.

R&D Co. has established long-term cooperation relationships
with a number of reputable universities, research institutes
and companies in the PRC and the United States of America,
such as Shenyang Pharmaceutical University, Chinese
Academy of Medical Sciences, China Pharmaceutical
University, Beijing University and Unigens Laboratories Inc.
in the research and development of various fields includin
medicines, technology and fundamental pharmaceutic
projects.  Such cooperation may invelve the provision of
funds and research and development personnel by R&D Co.
to carry out specified research :and development projects
together with pharmaceutical experts of universities.

R&D Co., together with its predecessors, has successfully
developed a number of pharmaceutical products and various
types of manufacturing technologies, among which 36
products have been registered with the relevant authorities
and available in the market. At present, there are about 40
Pprojects being in the research and development stage.

The registered ca%t(ai of R&D Co. is RMBI6,930,000
(equivalent to about HK$18.0 million) and has been fully paid
up. R&D Co. is directly owned as to 99.65% and 0.35% by

Yy or

1P and expressly disclaims any liability whatsoever for any loss

SPG and New Medicine Co. respectivaly. The unaudited net
asset value of R&D Co. as at 3lst December, 2002 in
accordance with PRC GAAP was approximately RMB18.4
million (equivalent to about HK$17.4 million), The unaudited
tunover and net profit of R&D Co. for the two years ended
31st December, 2002 prepared in accordance with FRC
GAAP were as follows: ’

" Forthe For the

year ended year ended

’ 31st December, 31st December,

RMB’000 . 2001 . . 2002

(Budited) (Unaudited)

Turnover 488 10,289
Proﬁtl(ioss beforxe

) 2,013

and after taxation (4)

Following Completion, R&D Co. will enter into a lease
agreement with SPG in respect of land use rights for the land
of 2785.4 square metres where the building presently
occupied by R&D Co. as its office and venue for conducting
its research and development projects are located, at an
annual rental fes of RMBL111,416 (equivalent to about
HK$105,109). The lease agreement, which has been
negotiated on an arm’s length basis between R&D Co. and

G and on normal commercial terms that are fair and
reasonable to the independent Shareholders, will be
effective for a period of 20 years from Completicn. As 5PG is
the controlling shareholder of the Company, the transactions
contemplated under the lease agreement constitute engoing
connected transactions under the Listing Rules. As the
annual rental payable by R&D Co. to SPG under the lease
agreement is RMB111,418 (equivalent to about HK$105,108)
which is below the higher of HK$1 million or 0.03% of the net

tangible assets of the Company, the lease falls into Rule

14.24 of the Listing Rules and is exempted from disclosure
requirements under the Listing Rules.

REXSONS FOR THE ACQUISITION

The Group is principally engaged in the manufacture and
sale of bulk pharmaceutical products including vitamins,
penicillin antibictics, and cephalorsporin antibiotics.
Group's product profile has:been expanded from bulk
pharmaceutical products to finished products through an
acquisition details of which was disclosed in the Company's
announcement dated 22nd April, 2002, .
The Directors believe the Acquisition is consistent with the
Group's investment strategy and mission to become a
comprehensive pharmaceutical group with its own research
and development capability.

The Directors believe that a well-developed research and
development centre with a strong team -in fundamental
research and product cormumercialization will facilitate the
development of a comprehensive portfolio of new and
advanced pharmaceutical products in the long run. The
Directors expect the Group will be able to capture through
the Acquisition R&D Co.'s technical swrength and strong
product development capability. -

The Directers also believe R&D Co.'s capability in research
and development for pharmaceutical sector will optimize the
manufacturing procedures and improve the operating
efficiency of the Group. In addition, the Directors expect
that the Acquisition will facilhate the imreduction of a
number of newly patented phanmaceutical products and
technology io the Group to improve its existing product
portfolio and production technology. At present, three types
of products and two fypes of manufacturing technology
developed and owned by R&D Co. are in the process of
patent application.

Thie diversification of product portiolio and strong research
and development capability will enable the Group to
enhance its position in the FRC pharmaceutical industry to
tap the tremendous market opportunities after the accession
of the PRC into WTO.

The Directors (including independent non-executive
Directors) believe that the Acquisition represents a good
investment opportunity to the Company and is in the interest
of the Group and the Shareholders as a whole. The Directors

The .
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also consider that the Acquisition (including independent
non-executive Directors) is conducted on normal
commercial terms that are fair and reasonable to the
independent Sharehelders.

ONGOING CONN'ECTED TRENSACTIONS

Following Completion, R&D Co. will become a
wholly-owned subsidiary of the Company and the provision
of research and development services by R&D Co. to SPG
Group will constitute Ongoing Connected Transactions for
the Company under the Listing Rules. The major terms of the
agreement in respect of Ongoing Connected Transactions
are set out asbelow: .
Nature of the transactions: Provision of research and
development services by R
&D Co, 1o SPG Group for
service fees and sales
- comumnission payable by
SPG Group
Histerical transaction amount:  Since the establishment of
. R&D Co. in the PRC on 27th
Septemnber, 2000 up to 3lat
December, 2002, the
amount of service fees
payable by SPG Group was
approximately RMB 9.0
million (equivalent to about
HK$8.5 million) and no
sales comimission was paid
by SPG Group.
" Pricing basis: Sexrvice fees:
= Service fees payable by
SPC Croup will be charged
by reference to the higher
of (a) the fees charged by
R&D Co. to other
independent third parties
or (b) the costs for the
provision of such services
plus a margin of not less
than 20%; .

Sales commission:

Sales commission payable
by SPG Group will be
charged by a
percentage of sales of the
relevant products by
reference to the higher of
(a) the- sales commission
charged by R&D Co. to
other independent” third
parties or (b) not less than
2% of the selling price of
products developed by
R&D Co. and sold by
SPG Group, for a period of
ten " years from the
commencement of sales.

BENEFITS OF THE ONGOING CONNECTED
TREANSACTIONS -

The Ongeing Connected Transactions will be conducted in
the ordinary and usual course of business of the Group. The
terms of the Ongomg Connected Transactions will be agreed
on an arm's length basis with terms that are fair and
reasonable to the Group. The Directors (including
independent non-executive Directors) consider it is in the
interests of the Group.to engage in the Ongoing Connected

icns as these transactions will provide the Group
with an opportunity to accumulate its expertise in the
research and development of pharmaceutical products and
manufacturing technology and expand the eaming base of
the Group, among others, through the service fees and sales
commission tc be received from SPG Group.

DISCLOSURE REQUIREMENTS AND WAIVER SOUGHT

For the purpose of the Listing Rules, as SPG holds 57.83%
equity interest in the Company, the Acquisition constitutes a
connected transaction to the Company. As the consideration
in the. amount of RMB18,450,000 (equivalent to about
HK$17.4 million) for the Acquisition represents more than the
higher of HK$! million or 0.03% of the consolidated net
tangible asset value of the Company as at 30th June, 2002 but
‘less than the higher of HK$10 million or 3% of the
consolidated net tangible asset value of the Company as at
30th June, 2002, the Company is subject to the disclosure
requirements under Rule 14.25(1) of the Lisﬁng Rules and
detaﬂs of the Acquisition will be included in the Company's

published annual report in accordance with Rule
14 25(1)(A) to (D) of the Listing Rules.

For the purpose of the Listing Rules, the Ongoing Connected
Transactions would normally require disclosure by way of
press announcement each time as such transaction occurs.
The Directors consider that strict compliance with the
disclosure requirements in respect of the Ongoing
Connected Transactions would be impractical and unduly
onerous on the part of the Group as they are of a regular and
continuing pature. The Directors expect that the annual
transaction amount of the Qngoing Connected Transactions
may exceed the higher of HK$! million or 0.03% of the

certain .

consolidated net tangible asset value of the Company but
below the higher of HK$10 million or 3% of the consolidated
net tangible asset valus of the Company. As such, the
Company will apply to the Stock Exchange in connection
with the Ongoing Connected Transactions which falt within
Rule 14.25(1) of the Listing Rules, a conditional and
continuous waiver from strict compliance with the disclostre

requirements as required under the Listing Rules in respect

of each fnancial year. ' The waivers are- subject to the
ecndxtlons that:

(a) the aggregate transaction amount of the Ongoing
Connected Transactions for each financial year will
-not exceed the higher of HX$10 million cr 3% of the
CGroup's net tangible asset value for the
corresponding financial year;

(b)  detalls of the Ongoing Connected Transactions will be
disclesed in the Company's annual report as
g{gscnbed by Rule 14. 25(1)(A) to (D) of the Llsung

es;

(¢) the independent non-executive Directors shall review
the Ongoing Connected ctions annually and

confirm in the relevant annual report of the Company
that the relevant Ongoing Connected Transactions

have been entered into:

(i) in the ordinary and usual course of business of
the Group;

(i)  in accordance with the tenms of the agreements
governing such transactions;

(iii) in accordance with the pricing policies of the

agreement goveming such transactions; and

(iv) on terms that are fair and reasonable and in the
interests of the Shareholders as a whole by
reference to the auditors confirmation referred
to in {e) below;

(d) SPG Group shall provide an undertaking to the Stock
Exchange to provide the Company's auditors with full
access to the relevant records [or the purpgse of
auditors' review of the Ongoing Connected
Transactions as referred to in paragraph (e) below;

(e) ~ the auditors of the Company shall review the Ongoing
’ Connected' Transactions annually and confirm in the,

Letter to the Board, a copy of which shall be provided
to the Listing Division of the Stock Exchange,
~, confirming that the Ongoing Connected Transactions:

(i)  have received the Board's approval;

(i) have been entersd in accordance with the
pricing basis as provided in relevant
agreement to be entered into SPG Group and
RA&D Co. that

. service fees payable by SPG Group will
be charged by reference to the higher of
(a) the fees charged by R&D Co. to other
independent third parties or (b) the costs
for the provision of such services plus a
margin of not less than 20%;

.. sales comumission payable by SPG Group
will be charged at a certain percentage
of sales of the relevant products by
reference to the higher of (a) the sales
commission charged by R&D Co. to other
independent third parties or (b) not less
than 2% of the selling price of products
developed by R&D Co. and sold by SPG
Group, for a period of ten years from the
commencement of sales.

(ili) have not exceeded the relevant cap amount set
out in paragraph (a) above.

Where, for whatever reascn, the auditors decline to
accept the engagement or are unable to provide the
Letter, the Directors shall contact the Stock Exchange
48 soon as practicable;

0 the Directors (including independent non-executive
Directors) consider that the Ongoing Connected
Transactions will be conducted on an arm's length
basis, cn normal commercial terms that are fair and
reasonable to. the independent Sharehclders and in
the usual and ordinary course of business of the
Group; and

(g) any other condition that the Stock Exchange may
impose.

In the event of any amendment on the pricing basis
governing the Ongoing Connected Transactions referred to
above or any of the Ongoing Connected Transactions

exceeds the annual cap, the Company will fully comply with-

the disclosure requirement provided in Chapter 14 of the
Listing Rules in respect of the Ongoing Connected
Transactions unless the Company has obtained a separate
waiver from the Stock Exchangs.

In the event of any future amendments to the Listing Rules
imposing more siringent recquirements than those as at the
date of the proposed waiver application on transactions of
the kind to which the Ongoing Connected Transactions

(Page 2)

bslong, including but not limited to, a requirement that such
transactions be made conditional on approval by the
independent Shareholders, the Company will 1ake
immediate steps 1o ensure compliance with such

‘Tequirements within a reasonable period of time.

PROPOSED CHANGE OF COMPANY NAME

‘The Directors propose to change the English company name
f the Company to *China Pharmaceutical Group Limited"
to change company nams of the Company

to “‘1’.9& g&@‘ﬁ'ﬁ"ﬁl"

The Directors consxder the change of company name
appropriate in view of the recent expansion of the principal
businesses of the Group. It is apticipated that with the
Group’s recent acquisition of finished pharmaceutical
preparation products business earlier this year and the
Acquisition, the Group will successfully transform itself into a
well diversified pharmaceutical enterprise, with business
ranging from bulk to finished pharmaceutical products.
manufacturing business together with its own research and
development capabxlny

The Directors believe the new company name signifies the
Group's investmert strategy and mission to become a
comprehensive pharmaceutical group in the FRC
pharmaceutical industry. -

The proposed change of company nams is subject to the
passing of a special resolution by the Sharsholders at the
EGM to be held by the Company and the approva.l by the
Registrar of Companies in Hong Keng.

The proposed change of name of the Company will not affect
any of the rights of the Shareholders and all existing share
certificates in issue bearing the exisling name of the
Company will, after the change of name becomes effective,
continue to be effective as documents of title to the Shares -
under its new name and will continue to be valid for trading,
settlement and registration purposes. There will be
arrangements for free exchange of existing share centificates
for new share certificates under the new English and Chinesa
name, details of which 'will be included in the circular
containing the proposed change of company name of the
Company to the Shareholders. Once the proposed change
of both English and Chinese. company name becomes
effective, new share certificates will be issued in the new
English- and Chinése name of the Company. FPurther
announcement regarding, inter alia, the effective date for
trading in the securities under the new English and Chinese
name on the Stock Exchange will be made when the new
English and Chinese name takes effect.

EGM

The EGM will be convened as soon as practicable at which a
special resolution will be proposed to approve the change of
company name of the Company.

GENERAL

A circular containing the proposal for change of company
name of the Company and a notice convening the EGM will
be dispatched to the Shareholders as soon as practicable.

DEFINITIONS
“Acquisition"’ the mransaction contemplated .
under the Acquisition

Agreement
“Acquisition eement”’ the conditional sale and
Agr agreement dated 19th
February 2003, entered into
between the Company, as the
purchaser, and SPG and New
Medicine Co., as the vendors in
relation to the entire equity
interest of R&D Co.

the board of Directors

China Pharmacsutical Enterprise
and Investment Corporation
Limited, a company
mcorporated in Hong Kong with
limited liability, the Shares of
which are listed on the main
board of the Stock Exchange

Completion of the Acquisition,
which is subject to, among
others, the conditions as set out
in the paragraph headed

"“Board”
“Company"'

“Completion"'

“Conditions'’ above being
fulfilled or waived (if apphcable)
by tha Company

-the seccnd business date after
Cormpletion or such other date as
may be agreed betwsen the

“Completion Dats"

Company, SPG and New -
Medicine .
“Director(s)"” the director(s) cf the Company

C-23




"EGM" .

“Croup’
“Hong Kong"

“Lener"

“'Listing Rules”

Ivhmstry of Finance"

“Newg Medicine Co."

“6ngo'mg Connected

Transactions"

“PRC"

“PRC Valuer”

“PRC GAAP"

“R&D Co

“ghare(s)"” -

“'Shareholder(s)"
~SPG"

“8PG Group”
Biock Exchange”

“Valuation Report"*

Page3)

the extraordinary general meeting of
the Company 1o be convened as soon
as practicable to consider and
approve the change of company name
ol the Company including any
adjourned meeting thereof

the Company ' together with its
subsidiaries

the Hong Kong Special Administrative
Region of the PRC

the latter to be issued by the auditors
of the Company after reviewing the
Ongeoing  Connecled ‘I‘xansacuons
annually

the Rules Govemning the Listing of
Securities on the Stock Exchange

The Mini f Fin. f the PRC (*F
B8 £ i et

Shijiazhuang Pharmaceutical Grou g
New Medicine Co g % Limited (

HENRRETER ), a.limited
liability company established in the

PRC, one of SPG's wholly-owned - .

subsidiaries and one of the vendors
pursuant to the Acguisition
Agreement

the comnected transaclions, as
described in paragraph  headed
**‘Ongoing Connected Transactions” in
this  announcement, which will
constitute connected transactions to
the Company and are subject to the
disclosure requirements under the
Listing Rules

the People’s Republic of China, for the
purpose of this announcement,
excluding Hong Kong, the Macau

. Special Administrative Region and
Tajwan

Beijing Jingdao Asset Valuation
Limited Liabilit Company (SRR
BEEAR), a fim: of
valuers licensed by the Ministry of
Finance to carry out valuation aof
state-owned asssis in the PRC

the generally accepted accounting
principles in the PRC

Shijiazhuang Phanmaceutical Group
Pharmaceuntidal Technolo
Deve]o ment

A RNTERHEABAT), 3
hm.\ted liability company established
in the PRC, which is principally
engaged in the research and
development of pharmaceuntical
products and manufaciuring
lechnology and provision of technical
services and consulting services, and
a wholly-owned subsidiary of SPG

share(s) of HK$0.10 each in the share
capital of the Company

the shareholder(s) of lhe‘Ccmpany

Sm]lazbuang Phanmaceutical Groa.&
Pany Limited (AFERBEL
B2 ), alimited liability company
esxabhshedmme PRC, the controlling
shareholder of the Camnpany holding
§7.83% equity interest in the
Company and one of the vendors
under the Acquisition Agreement

SPG together with its subsidiaries
excluding the Group

Toe Stock Exchange of Hong Xong
Limited

valuation reporn daied Sth Septermnber,
2002 in respect of net assets of R&D
Co. as at 31s1 August, 2002 prepared
by the PRC Valuer

the World Trade Organization
Hong Kong dollars, the lawful
currency of Hong Kong

Renminbi, the lawful C\ir:ency of the
PRC .

Note: For information purpose only. the translation of RMB to HKS in this
ennouncement is based at the rate of RMB1.06 to HK$1.00.

China P!

By arder of the Board
harmaceutical Entexprise

and Investment Corporation Limited

Cai Dong Chen
airman

Hong Kong: 19th February, 2003
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The Stock Exchange of Hong Kong lirniled lakos no rosponsibilfly for the cunlonts of ihis aunonncement, makes no representation as 1o
ils sccuroey or compleisness and exprassly discinims any linbility whatzotver for any loss howsegwr arising from or fn rellance upen the
whole or any pori of the conlsnts of 1his announcement. ’

hoE NN ER A S
CHINA PHARMACEUTICAL GROUP LIMITED

(incorporated in Hong Kong under the Campanies Ordinance)

(formerly known as China Pharmaceutical EnJemn‘se and Investment
Comporation Limited ® MM B & LR FAMA)

CHANGE OF COMPANY NAME

The board of diractors (the "Board") of China Pharmacsutical Grojip Limited (AEI% R MMH IR L‘TU& ;\former\y
known as China Pharmaceutical Enterprise and Invesiment Corporation Limlied HERMEERDR AWK M) (he
"‘Company'') announces that the Company has abtainad tha certifioats of incorporation on change of name from the
Registrar of Companies in Hong Kong regarding the change of ils naine to China Pharmaceutical Group limited in
English and FRANZMM AR 2 in Chineae with sffect from Tth May| 2003,

Further 1o the press announcement of the Company daled 18th Feb
dated 28th March, 2003, the Board now announces that the Company f
that aubject 10 and conclitional upon 1he offectlve regisiralion of the ch
in Hong Kong, 1ha name of the Unmpany be changed 16 China Pharm
¥}. The Board ir now pleased to announce that the Compeany has

Hong Kong the oeniificate of incorporation on change of name daled 7

ruary, 2003 and the circular of the Company
assed a speoial resolutlon on 23rd April, 2003
nge of name wirh the Reglairar of Companlag
aceutioal Gronp Limitad (FRNRAMHRD
fbtained from tha Registrar of Campanies in
th May, 2003 and that the new name became

affaclive on 7th May, 2003,

The Company has completed all the neceasary filing procedures with the Reglairar of Companies in Hang Kong.
Such a change of name of the Campany will not affeat sny of the rights bf any shareholders of o Company.

All existing share centificaten in lssus bearing the former name of the Company will continue o be effective ag
documente of title 1o the relevant shares of the Company and bs yalid for trading, settlement and registratlon

shareholders ol the Company are recommended 1o exchange their shrre certificates lssued under the farmer nsme

of the Company for new shars centificates to bo issued under the new name of ihe Company. .

Shareholdera. of the Company can, during the pericd between 9th| May, 2003 and 8th June, 2003, lodge their
existing share cenificaies with tho share registrar of the Company, Secretaries Limited. at Ground Floor, Bank of
Enst Asia Harbour View Centre, 58 Gloucsster Road, Wanchai, Hipng Kong during normal business hours 10
exchange for new share certificalos to be lssued under the new nams of the Company free of charge. New share
oertificales are expected 1o he avallable for coliectien durlng narmpl business hours at the offics of Secrelaries
Limited within ten business days Irom the date of submission. Fr¢m 10th June, 2003 opwards, exlsting share
centificates will be accepied for exchange on payment of a fes of t[K$2.60 (or such higher amonmnt a8 may be
stipulated in the Rules Governing the Listing of Sacititles on The Stocld Exchange of Hong Xong Jimited from time 10
time) for each new centiflcale 1o be isswed or jor sach existing share cenificate so submilled for exchange,
whichever number of certificatas is higher.

By nrder of ths Board
Cat Dong Chen
Chairman

Hong Kong, Tth May, 2003

purposes, New share cartlficates of the Company will be lssued junder the new neme of the Company and.
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China Pharrn,,ac,euncal |
Group Limited

(Incorporated in Hong Kong with limited liability)

 UNAUDITED QUARTERLY RESULTS
FOR THE THREE MONTHS ENDED MARCH 31, 2003
This anhouncement is made by China Pharmaceutical Group Limited (the “Company ') on a voluntary b351s in pursuit of a higher

standard of corporate governance and in promoting the Company's transparency. The Company intends to continue to publish the
quarterly financial results in the future. '

The Board of Directors (the "'Directors’) of the Company is pleased to announce the unaudited consohdated results of the Company
and its subsidiaries (the “Group"') for the first quarter ended March 31, 2003.

CONSOLIDATED INCOME STATEMENT
. For the three months ended March 31, 2003

Three months ended March 31,

2003 2002
(Unaudited) =  (Unaudited)
HK$'000 HK§'000
Turnover ‘ 635,896 341,009
Cost of sales : , (381,701) (243,711)
Gross profit ' ' A 254,195 97,298
Other operating income - 2,050 . 4,105
Distribution costs (23,468) (5,433)
Administrative expenses (44,432) (29,281)
Cther operating expenses : : . (321) 214)
Profit from operations . : 188,024 66,435
Finance costs o (1,102) (5,327)
Share of profit of a jointly controlled entity - ‘ 1,346 _ 1,792
Profit before taxation . . 182,288 " 62,900
Taxation ' ‘ ; (21,815) (9,815)
Profit before minority interests ) 154,453 53,085
Minority interests . ' , (626) - (487)
Profit attributable to shareholders ' : 163,827 52,598
Eamings per share
Basic ‘ o ) 10.24 cents 4.24 cents
Dilutéd 10.04 cents 4.18 cents
Notes: .
1. . The accounting policies adopted in the preparation of the unaudited consolidated results for the three months ended March 31, 2003 are

consistent with those adopted in the annual accounts for the year ended December 31, 2002 except that the Group has adopted for the first
time the revised Hong Kong Statement of Standard Accounting Practice 12 "Income Taxes' issued by the Hong Kong Society of Accountants.
The adoption of this revised standard had no material effect on the results for the current period.

2. The calculation of the basic and diluted eai'ningé per share is based on the following data: _
Three months ended Maxch 31,
2003 2002
Profit attnbutable to shareholders : © . HK$153,827,000 ©  HK$52,598,000
Weighted average number of ordinary shares :
for the purpose of basic earnings per share . 1,502,212,661 1,240,447,279
Effect of dilutive potential o.rdinary shares .
in respect of share options } 29,324,161 18,093,948
Weighted average number of ordinary shares ., :
"~ forthe gm‘gose of diluted earnings per share . \ . ‘ o 1,631,536,822 1,258,541,228
3. ' The unaudited consolldated results for the three months ended March 31, 2003 have been reviewed by the external auditors in accordance

. with Statement of Auditing Standards 700 'Engagements to review interim financial reports*issued by the Hong Kong Society of Accountants.




- ANALYSIS OF TURNOVER AND OPERATING PROFTT.
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) ‘ ‘Drugs - Others El.iminaﬁons Consol.ldated
HK$'000 HK$'000 HK$'000 HK$'000 . HK$'000 iﬂ<$ 000" HK$'000
‘TURNOVER ‘ - : .
- External sales 141,442 130,969 179,514 183,359 . 612 . - 635,896
Intetfsegment sales 45",.605 22,138 - - - (68,343) =
TOTAL TURNOVER 187,047 153,707 179,514 183,359 ' r 812 . (68,343) 635,896
SEGMENT RESULTS 38,683 33,910 94,796 24,413 34 . - 191,896 -
Unallocated corporate expenses ) ‘(3‘. 872)
Profit from operations 188,024
For the three months ended March 31, 2002
 Bulk Drugs ‘ »
Penicillin  Cephalosporin Vitamin € g
series © . series’ ' series Others Consolidated
HK$'000 HK$'000 © HK$'000 HK$'000 “HK$'000
TURNCOVER : : ) .
Extérnal sales 136,102 132,866 70,387 1,654 341,009
SEGMENT RESULTS 32,989 31,678 4,688 46 89,311
Unallocated corporate expenses (2,836)
Profit from operations : . ‘ ; 66,435
BUSINESS REVIEW

For the first cuarter ended March 31, 2003 the Group reported a turnover of HK$635,836, 000 and profit attributable to shareholders

of HK$153,827,000, representing an increase of 86% and 192% over the same period last yéar respectively. The strong growth in

turnover and proﬁt was mainly attributable to the successful global development strategy and sound management of the Company .

The Group has strengthened its position in the global'mgrket;ofbulk-Arigs and furthefintieased: its mdrket share.» I the fifst: '

quarter. the output of the Group's thrée Tajor. bulk diligs incréased; ‘among ‘which: penicillii-intreased by 42%:to' 1,249 tonnes,- -

7-ACA increased by 100% to 156 tonnes and vitamin C-increased by 8% o 3,502 tonnes. At present, penicillin produced by the
Group accounts for more than'10% of the global ma:ket while 7-ACA and vitamin C each acGounts for more than 20% of the global
market. ‘

The: Group's finished drug business has been developlng rapxdly and Has tapped into the world market, further realising ‘the
Company's diversified business development. ... In the first quarter the ﬁmshed drug business reported a turnover of
HK$183,359,000, of which exports accounted: for HK$11 002,000.

Through constant technological innovatioh. and improvement, the costs of the Group s ma]or products have been kept at
industry-leading low levels. In the fifst qraarter, the production cost of pehicillin was US$10.15 per kg on average, representing a

. decrease of 10.2% when comparéd with the; Average cost-of US$11.30 in year 2002. The production cost of 7-AGA was US$68.54 per

kg onaverage, representing.a decrease of 8:3% .when comparéd with the. -average cost of US$74.75 per kg in year 2002 “The

producnon of cost vitamin C was mamtamed at US$2 31 per kg, similar to that of the previous year.

‘BUSINESS OUTLOOK

The Group céntinues to play a p1votal role in the global bulk drug xndustry ‘The output targets of the Group for 2003 are 15 OOO
tonnes of vitamin C, 5,000 tonnes of pemcﬂlm and 700 tonnes of 7-ACA, representing an increase of approximately 24%, 31% ‘and
40% over previous year respectively.. With the' ‘achievement of these outputs, the Group's market share would be further incréased.
In order to capitalise on the opportunities-arisen from the' consolidation of the global vitamin € industry, the-Group initiated the

-constriction of a new vitamin C production liné with'an annual ‘capacity of 15,000 tonnés in April this year. It is expected that the
" Group’s annual production capacity«of vitamin € will increase. 16,30,000 tonnes after the hew production line commences ‘operation

in early next year. With respect to the finished drug business, two PRC category two néw drugs will be introduced to the market to6

‘fuel'the Group's continued development after the Group. completes the acquisition of the research and development centre this

year:.,In addition, through strengthiériing.of the sales ‘network and export business; the ﬁnlshed d.rug Dbusiness is expected to énjoy
rapxd growth inithe current: year

»’I'he Group beheves that it wﬂl be able to continue to bring high gTowth returns’to 1ts sha.reholders by achlevmg its busmess

obJecttves and unplementmg its development plans.

v . . ) By order of the Board
- ‘ CAIDONG CHEN
. . 4 : k ' Chairman

Hong Kong, May 20, 2003

—




THIS DOCUMENT IS IMPORTANT AND REQUIRES YOUR IMMEDIATE ATTENTION

If you are in any doubt as to any aspect of this document or as to the action you should
take, you should consult your stockbroker or other registered dealer in securities, bank
manager, solicitor, professional accountant or other professional adviser.

KL e pi OV 2% T e e g AT

If you have sold all your shares in CHINA PHARNMACEUTICAL ENTERPRISE AND
INVESTMENT CORPORATION LIMITED, you should at once hand this document with

the accompanying proxy form to the purchaser or to the bank, stockbroker or other agent
through whom the sale was effected for transmission to the purchaser.

The Stock Exchange of Hong Kong Limited takes no responsibility for the contents of this
document, makes no representation as to its accuracy or completeness and expressly :

disclaims any liability whatsoever for any loss howsoever arising from or in reliance upon
the whole or any part of the contents of this document.

CHINA PHARMACEUTICAL ENTERPRISE AND
INVESTMENT CORPORATION LIMITED
FREZELXRBEEER A

(Incorporated in Hong Kong under the Companies Ordinance)

<
(o)
Gz
PROPOSALS INVOLVING =
GENERAL MANDATES TO REPURCHASE SHARES AND =
TO ISSUE SHARES =
-
ro

A notice convening an extraordinary general meeting of China Pharmaceutical Enterprise
and Investment Corporation Limited to be held at Bowen Room, 7th Floor, Conrad Hong
Kong, Pacific Place, 88 Queensway, Hong Kong on Thursday, April 24, 2003 at 10:40 a.m.
(or so soon thereafter as the annual general meeting convened for the same place and
date at 10:30 a.m. shall have been concluded or adjourned) is set out on pages 6 to 8 of
this document. Whether or not you propose to attend the meeting, you are requested to
complete the accompanying proxy form in accordance with the instructions printed
thereon and return the same to the registered office of the Company at Rooms 2802-2806,
28th Floor, Office Tower, Convention Plaza, Wanchai, Hong Kong as soon as possible and

in any event not less than 48 hours before the time appointed for holding of the meeting or
any adjournment thereof.

Hong Kong, March 31, 2003




DEFINITIONS

In this document, the following expressions have the following meanings unless the context

requires otherwise,—

"Companies Ordinance”

“Company”’

“Extraordinary General Meeting”

“Latest Practicable Date”
"Listing Rules”

"Repurchase Proposal™

"Repurchase Resolution”™

"Share(s)"

""Share Repurchase Rules”

““Share Repurchase Code”

the Companies Ordinance (Chapter 32) of the Laws
of Hong Kong

China Pharmaceutical Enterprise and Investment
Corporation Limited, a company incorporated in
Hong Kong with limited liability under the
Companies Ordinance

the extraordinary general meeting of the Company
to be held at Bowen Room, 7th Floor, Conrad Hong
Kong, Pacific Place, 88 Queensway, Hong Kong on
Thursday, April 24, 2003 at 10:40 a.m. (or so soon
thereafter as the annual general meeting of the
Company convened for the same place and date at
10:30 am. shall have been concluded or
adjourned), notice of which is set out on pages 6 to
8 of this document

March 28, 2003, being the latest practicable date
prior to the printing of this document

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

the proposal to give a general mandate to the
Directors to exercise the powers of the Company to
repurchase during the period as set out in the
Repurchase Resolution Shares up to a maximum of
10% of the issued share capital of the Company as
at the date of the Repurchase Resolution

the proposed ordinary resolution as referred to in
resolution no.1 of the notice of the Extraordinary
Ceneral Meeting

share(s) of HK$0.10 each in the share capital of the
Company

the relevant rules set out in the Listing Rules to
regulate the repurchase by companies with
primary listing on the Stock Exchange of their own
securities on the Stock Exchange

the Hong Kong Code on Share Repurchases



DEFINITIONS

"“Stock Exchange” : The Stock Exchange of Hong Kong Limited
"Takeovers Code” the Hong Kong Code on Takeovers and Mergers

“HK$" Hong Kong dollars, the lawfully currency of Hong
Kong
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LETTER FROM THE CHAIRMAN

CHINA PHARMACEUTICAL ENTERPRISE AND
INVESTMENT CORPORATION LIMITED
FEHREZELXFREFAR QA f

(Incorporated in Hong Kong under the Companies Ordinance)

Executive Directors: Registered Office:

CAI Dong Chen (Chairman) Rooms 2802-28086, i
DING Er Gang 28th Floor, Office Tower,
LIJYi Convention Plaza, :
QU Ji Guang : 1 Harbour Road,

WEI Fu Min Wanchali,
YUE Jin Hong Kong. !
Independent Non-executive Directors: 5
HUO Zhen Xing :
LEE Ka Sze, Carmelo

QI Mou Jia

Hong Kong, March 31, 2003
To the shareholders,

Dear Sir or Madam,

PROPOSALS INVOLVING
GENERAL MANDATES TO REPURCHASE SHARES AND
TO ISSUE SHARES

GENERAL MANDATE TO REPURCHASE SHARES

At the extraordinary general meeting of the Company held on May 27, 2002, a general
mandate was given by the Company to the Directors to exercise the powers of the Company
to repurchase Shares. Such mandate will lapse at the conclusion of the forthcoming annual
general meeting of the Company. The Directors propose to seek your approval of the
Repurchase Resolution to be proposed at the Extraordinary General Meeting. An
explanatory statement as required under the Share Repurchase Rules to provide the
requisite information of the Repurchase Proposal is set out in the appendix hereto.

GENERAL MANDATE TO ISSUE SHARES

It will also be proposed at the Extraordinary General Meeting two ordinary resclutions
respectively granting to the Directors a general mandate to allot, i1ssue and deal with Shares
not exceeding 20% of the issued share capital of the Company as at the date of passing the
resolution and adding to such general mandate so granted to the Directors any Shares
representing the aggregate nominal amount of the Shares repurchased by the Company :1
after the granting of the general mandate to repurchase up to 10% of the issued share capital
of the Company as at the date of passing the Repurchase Resolution. ‘ §

1




LETTER FROM THE CHAIRMAN

EXTRAORDINARY GENERAL MEETING

On pages 6 to 8 of this document, you will find a notice convening the Extraordinary
General Meeting at which ordinary resolutions will be proposed to:—

— grant to the Directors a general mandate to exercise all powers‘of the Company to
repurchase Shares on the Stock Exchange representing up to 10% of the issued
share capital of the Company as at the date of passing the Repurchase Resolution;

- grant to the Directors a general mandate to authorise the Directors to allot, 1ssue
and deal with Shares with an aggregate nominal value not exceeding 20% of the
aggregate nominal amount of the issued share capital of the Company as at the
date of passing such resolution; and

—  extend the general mandate which will be granted to the Directors to allot, issue
and deal with additional Shares by adding to it the number of Shares repurchased
under the Repurchase Proposal after the granting of the general mandate.

ACTION TO BE TAKEN

A proxy form for use at the Extraordinary General Meeting is enclosed herein. Whether
or not you intend to attend the Extracrdinary General Meeting, you are requested to
complete the proxy form and return it to the registered office of the Company at Rooms
2802-2806, 28th Floor, Office Tower, Convention Plaza, | Harbour Road, Wanchai, Hong Kong
not less than 48 hours before the time appointed for holding the Extraordinary General
Meeting. Completion and return of a proxy form will not prevent shareholders from
attending and voting at the Extraordinary General Meeting if they so wish.

RECOMMENDATION

The Directors believe that all the above-menticned resolutions to be proposed at the
Extraordinary Ceneral Meeting are in the best interests of the Company and its
shareholders. Accordingly, the Directors recommend that all shareholders should vote in
favour of the resolutions set out in the notice of Exiraordinary General Meeting.

By Order of the Board
CAI Dong Chen
Chairman
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APPENDIX ' EXPLANATORY STATEMENT

This appendix serves as an explanatory statement, as required by the Share Repurchase
Rules, to provide requisite information to you for your consideration of the proposal to permit
the repurchase of Shares up to a maximum of 10% of the issued share capital of the Company
as at the date of the Repurchase Resolution.

4 This appendix also constitutes the memorandum required under Section 48BA(3) of the
Companies Ordinance.

1. Share Capital

As at the Latest Practicable Date, the issued.share capital of the Company comprised
1,502,212,661 Shares.

Subject to the passing of the Repurchase Resolution and on the basis that no further
Shares are issued or repurchased prior to the Extracrdinary General Meeting, the Company
would be allowed under the Repurchase Resolution to repurchase a maximum of 150,221,266
Shares representing not more than 10% of the issued share capital at the Latest Practicable
Date.

2. Reasons for Repurchase

The Directors believe that the Repurchase Proposal is in the best interests of the
Company and its shareholders. Such repurchase may, depending on market conditions and
funding arrangements at the time, lead to an enhancement of the net assets and/or earnings
per Share of the Company and will only be made when the Directors believe that such a
repurchase will benefit the Company and its shareholders.

3. Funding of Repurchases

In repurchasing Shares, the Company may conly apply funds legally available for such
purpose in accordance with its memorandum and articles of association and the Companies
Ordinance. The Companies Ordinance provides that the amount of capital repaid in
connection with a share repurchase may only be paid from the distributable profits of the
Company and/or the proceeds of a new issue of Shares, made for the purpose of the
repurchase to such an extent allowable under the Companies Ordinance.

There might be an adverse impact on the working capital or gearing position of the
Company as compared with the position disclosed in the audited accounts contained in the
annual report for the year ended December 31, 2002 in the event that the Repurchase
Proposal were to be carried out in full at any time during the proposed repurchase period.
However, the Directors do not propose to exercise the Repurchase Proposal to such extent as
would, in the circumstances, have a material adverse effect on the working capital
requirements of the Company or the gearing levels which in the opinion of the Directors are
from time to time appropriate for the Company.



APPENDIX : ~ EXPLANATORY STATEMENT

4, Share Prices

The highest and lowest prices at which the Shares have traded on the Stock Exchange
during each of the previous twelve months before the Latest Practicable Date were as
follows:~

Shares
Highest Lowest
HK? HK$
2002
March 0.94 0.75
April 1.16 0.87
May 1.54 1.13
June 1.48 1.21
July ’ 1.43 0.97
August 1.27 0.96
September 1.23 . 1.01
October 1.23 0.92
November 1.28 1.17
December 1.55 1.21
2003
January 1.89 1.40
February 2.10 1.79

5. Undertaking

The Directors have undertaken to the Stock Exchange that, so far as the same may be
applicable, they will exercise the powers of the Company to make repurchases pursuant to
the Repurchase Resolution and in accordance with the Listing Rules and the applicable laws
of Hong Kong.

None of the Directors nor, to the best of their knowledge having made all reasonable
enquiries, their associates, have any present intention to sell any Shares to the Company or
its subsidiaries under the Repurchase Proposal if such is approved by the shareholders.

No other connected persons (as defined in the Listing Rules) have notified the Company
that they have a present intention to sell Shares to the Company or its subsidiaries, or have
undertaken not to do so, in the event that the Repurchase Proposal is approved by the
shareholders.
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APPENDIX ‘ ‘P EXPLANATORY STATEMENT

6. Takeover Code

If on the exercise of the power to repurchase Shares pursuant to the Repurchase
Proposal, a shareholder's proportionate interest in the voting rights of the Company
increases, such increase will be treated as an acquisition for the purposes of Rule 32 of the
Takeover Code. As aresult, a shareholder or group of shareholders acting in concert could
obtain or consolidate control of the Company and become obliged to make a mandatory
offer in accordance with Rules 26 and 32 of the Takeover Code. $

&

A
b
L

According to the register maintained by the Company pursuant to Section 16 of the
Securities (Disclosure of Interests) Ordinance as at the Latest Practicable Date, Shijiazhuang
Pharmaceutical Group Co. Ltd. together with its associates were beneficially interested in
870,166,161 Shares representing approximately 57.93% of the issued share capital of the
Company. Based on such shareholdings and in the event that the Directors exercised in full
the power to repurchase Shares pursuant to the Repurchase Mandate, the shareholdings of
Shijiazhuang Pharmaceutical Group Co. Ltd. together with its assoclates in the Company
would be increased to approximately 64.36% of the issued share capital of the Company.
The Directors are not aware of any consequences which may arise under the Takeovers
Code as a result of any repurchases made under the Repurchase Proposal. The Company
may not repurchase Shares which would result in the amount of Shares held by the public
being reduced to less than 25%.

yrma Al e

7. Shares Repurchase made by the Company

The Company had not repurchased any Shares (whether on the Stock Exchange or
otherwise) in the six months preceding the date of this document.




NOTICE OF EXTRAORDINARY GENERAL MEETING

CHINA PHARMACEUTICAL ENTERPRISE AND
INVESTMENT CORPORATION LIMITED
FERELXEERTR A

(Incorporated in Hong Kong under the Companies Ordinance)

NOTICE IS HEREBY GIVEN that an Extraordinary General Meeting of the Company
will be held at Bowen Room, 7th Floor, Conrad Hong Kong, Pacific Place, 88 Queensway,
Hong Kong on Thursday, April 24, 2003 at 10:40 a.m. (or so soon thereafter as the Annual
General Meeting of the Company convened for the same date and place at 10:30 a.m. shall
have been concluded or adjourned) for the purpose of considering and, if thought fit,
passing the following resolutions which will be proposed as ordinary resolutlons of the

Company.—
ORDINARY RESOLUTIONS
1. "THAT-
{a) subject to paragraph (b) below, the exercise by the Directors of the Company

(b)

(©

during the Relevant Period (as hereinafter defined) of all the powers of the
Company to repurchase shares of HK$0.10 each in the capital of the Company on
The Stock Exchange of Hong Kong Limited (‘‘Stock Exchange'') or on any other
stock exchange on which the securities of the Company may be listed and
recognised by the Securities and Futures Commission and the Stock Exchange for
this purpose, subject to and in accordance with all applicable laws and the
requirements of the Rules Governing the Listing of Securities on the Stock
Exchange or of any other stock exchange as amended from time to time, be and is
hereby generally and unconditionally approved;

the aggregate nominal amount of shares of the Company which the Director of the
Company are authorised to repurchase pursuant to the approval in paragraph (a)
above shall not exceed 10% of the aggregate nominal amount of the issued share
capital of the Company as at the date of this resolution, and the said approval shall
be limited accordingly; and

for the purposes of this resolution, ‘'Relevant Period’’ means the period from the
passing of this resolution until whichever is the earlier of -

(i) the conclusion of the next annual general meeting of the Company;

(ii) the expiration of the periocd within which the next annual general meeting of
the Company is required by law or the articles of association of the Company
to be held; and

(iii) the date on which the authority set out in this resolution is revoked or varied

by an ordinary resolution of the shareholders of the Company in general
meeting.”
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NOTICE OF EXTRAORDINARY GENERAL MEETING

2.

“THAT:-

(a)

®)

(©)

(d)

subject to paragraph (c) below and pursuant to Section 57B of the Companies
Ordinance, the exercise by the Directors of the Company during the Relevant
Period (as hereinafter defined) of all the powers of the Company to allot, issue and
deal with additional shares of HK$0.10 each in the capital of the Company and to
make or grant offers, agreements and options {(including bonds, warrants and
debentures convertible into shares of the Company) which would or might require
the exercise of such power be and is hereby generally and unconditionally
approved,;

the approval in paragraph (a) above shall authorise the Directors of the Company

“during the Relevant Period (as hereinafter defined) to make or grant offers,

agreements and options (including bonds, warrants and debentures convertible
into shares of the Company) which would or might require the exercise of such
power after the end of the Relevant Period;

the aggregate nominal amount of share capital allotted or agreed conditionally or
unconditionally to be allotted (whether pursuant to an option or otherwise) and
issued by the Directors of the Company pursuant to the approval in paragraph (a)
above, otherwise than pursuant to (1) a Rights Issue (as hereinafter defined); (ii) an
issue of shares upon the exercise of rights of subscription or conversion under the
terms of any warrants of the Company or any securities which are convertible into
shares of the Company; (iil) an issue of shares as scrip dividends pursuant to the
articles of association of the Company from time to time; or (iv) an issue of shares
under any option scheme or similar arrangement for the grant or issue of shares or
rights to acquire shares of the Company, shall not exceed 20% of the aggregate
nominal amount of the issued share capital of the Company as at the date of passing
this resolution, and the said approval shall be limited accordingly; and -

for the purpose of this resclution,

“Relevant Period" means the period from the passing of this resolution until
whichever is the earlier of:—

(i) the conclusion of the next annual general meeting of the Company;

(ii) the expiration of the period within which the next annual general meeting of
the Company is required by law or the articles of association of the Company
to be held; and

(iii) the date on which the authority set out in this resolution is revoked or varied
by an ordinary resolution of the shareholders of the Company in general
meeting; and
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NOTICE OF EXTRAORDINARY GENERAL MEETING

“Rights Issue’’ means an offer of shares open for a period fixed by the Directors of
the Company to the holders of shares of the Company on the register on a fixed
record date in proportion to their then holdings of such shares as at that date
(subject to such exclusions or other arrangements as the Directors of the Company
may deem necessary or expedient in relation to fractional entitlements or having
regard to any restrictions or obligations under the laws of, or the requirements of
any recognised regulatory body or any stock exchange in, any territory outside
Hong Kong applicable to the Company)."

3.  "THAT subject to the passing of the resolution nos.l and 2 set out in the notice
convening the meeting, the general mandate granted to the Directors of the Company
to allot, issue and deal with additional shares pursuant to resolution no.2 set out in the
notice convening this meeting be and is hereby extended by the addition thereto of an
amount representing the aggregate nominal amount of shares in the capital of the
Company repurchased by the Company under the authority granted pursuant to
resolution no.! set out in the notice convening this meeting, provided that such amount
of shares so repurchased shall not exceed 10% of the aggregate nominal amount of the
issued share capital of the Company as at the date of the said resolution.”

By Order of the Board
CAI Dong Chen
Chairman
Hong Kong, March 31, 2003
Notes:-
1. Any member entitled to attend and vote at the meeting is entitled to appoint one or more proxies to

attend and, on a poll, vote instead of him. A proxy need not be a member of the Company.

2. To be valid, a form of proxy, together with any power of attorney or other authority (if any) under which it
is signed, or a notarially centified copy thereof, must be lodged with the registered office cf the Company
at Rooms 2802-2808, 28th Floor, Office Tower, Convention Plaza, 1 Harbour Road, Wanchai, Hong Kong
not less than 48 hours before the time appointed for holding the meeting or any adjournment thereof.
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