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CONNECTED TRANSACTION

The Directors of the Company wish to announce that on 27th December, 2001, SPG entered into the Sale and Purchase Agreement with Vitam, a wholly owned subsidiary of the Company, pursuant to which SPG agreed to purchase and Vitam agreed to sell the Property for a Consideration of RMB 1,649,000.00 (approximately HKD1,554,347.00).  The terms and conditions of the Sale and Purchase Agreement have been arrived at after arm's length negotiations and under normal commercial terms and the Consideration is determined by the Directors by reference to a valuation report prepared by Chesterton Petty Limited (which is independent of the Directors, chief executives, substantial shareholders of the Group or associates of any of them) on the Property of a value of RMB 1,649,000.00 (approximately HKD1,554,347.00) as at 21st December, 2001.  The Directors considered that such terms are fair and reasonable and the transaction is in the interests of the Company and shareholders of the Company as a whole.

SPG is the holding company of the Company holding approximately 52.49 per cent. of its issued share capital and is a connected person of the Company under the Listing Rules.  Therefore, the above transaction constituted a connected transaction of the Company.

THE SALE AND PURCHASE AGREEMENT

Date:
27th December, 2001

Vendor:
Vitam

Purchaser:
SPG

Property:
the factory buildings at 276 Zhong Shan Xi Road, Shijiazhuang, Heibei Province, the People's Republic of China

Consideration:
RMB 1,649,000.00 (approximately HKD1,554,347.00)

Terms of the Sale and Purchase Agreement

On 27th December, 2001, SPG entered into the Sale and Purchase Agreement with Vitam, pursuant to which SPG agreed to purchase and Vitam agreed to sell the Property for a Consideration of RMB 1,649,000.00 (approximately HKD1,554,347.00) of which RMB494,700.00 (approximately HKD466,304.00) was paid by cash upon the signing of the Sale and Purchase Agreement and RMB1,154,300.00 (approximately HKD1,088,043.00) will be paid by cash upon the completion of the Sale and Purchase Agreement.  Completion of the Sale and Purchase Agreement is expected to take place on the 15th business day after its signing.  The Consideration is determined by the Directors by reference to a valuation report prepared by Chesterton Petty Limited (which is independent of the Directors, chief executives, substantial shareholders of the Group or associates of any of them) on the Property of a value of RMB 1,649,000.00 (approximately HKD1,554,347.00) as at 21st December, 2001.

REASONS FOR THE TRANSACTION

The current business of the Group, which is manufacture and sale of pharmaceutical products, now no longer requires the Property and the Property was previously used as factory for manufacturing purpose by the Group and it has not been in use since 1997.  The Directors considered that the Sale and Purchase Agreement represents a good opportunity for the Group to realise its investment in the Property.

CONNECTED TRANSACTION

SPG is the holding company of the Company holding approximately 52.49 per cent. of its issued share capital and is a connected person of the Company under the Listing Rules.  Therefore, the above transaction constituted a connected transaction of the Company.

The terms and conditions of the Sale and Purchase Agreement have been arrived at after arm's length negotiations and under normal commercial terms and the Consideration is determined by the Directors by reference to a valuation report prepared by Chesterton Petty Limited (which is independent of the Directors, chief executives, substantial shareholders of the Group or associates of any of them) on the Property of a value of RMB 1,649,000.00 (approximately HKD1,554,347.00) as at 21st December, 2001.  The Directors (including independent directors except Mr. Qi Mou Jia who could not be reached) considered that such terms are fair and reasonable and the transaction is in the interests of the Company and shareholders of the Company as a whole.

The Consideration of the aforesaid Sale and Purchase Agreement was less than HKD10 million.  Pursuant to Rule 14.25 of the Listing Rules, the Company is only required to disclose by way of a press announcement containing the brief details of the transaction of the Sale and Purchase Agreement and to disclose certain details of such transaction in the Company's next published annual report and accounts pursuant to Rule 14.25(1) of the Listing Rules.

For the purpose of this announcement, amounts in Renminbi are translated into Hong Kong dollars at the rate of HKD0.9426=RMB1.

DEFINITIONS

"Company"
China Pharmaceutical Enterprise and Investment Corporation Limited

"Consideration"
RMB 1,649,000.00

"Directors"
The directors of the Company.

"Group"
The Company and its subsidiaries

"Listing Rules"
The Rules Governing the Listing of Securities on the Stock Exchange

"Property"
The factory buildings at 276 Zhong Shan Xi Road, Shijiazhuang, Heibei Province, the People's Republic of China.

"Sale and Purchase Agreement"
The sale and purchase agreement (in Chinese) dated 27th December, 2001 entered into between SPG and Vitam in relation to the sale by Vitam and the purchase by SPG of the Property.

"SPG"
Shijiazhuang Pharmaceutical Group Company Limited, which is the holding company of the Company holding approximately 52.49 per cent. of the issued share captial of the Company.

"Stock Exchange"
The Stock Exchange of Hong Kong Limited.

"Vitam"
Vitam Pharmaceutical (Shijiazhuang) Co. Limited, which is a wholly owned subsidiary of the Company.

"RMB"
means Renminbi.

"HKD"
means Hong Kong dollars.

By Order of the Board

China Pharmaceutical Enterprise

and Investment Corporation Limited

CAI DONG CHEN

Chairman

27 December, 2001

Hong Kong SAR

Please also refer to the published version of this announcement in the Hong Kong iMail.
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