The Stock Exchange of Hong Kong Limited takes no responsibility for the contents of this announcement, 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 announcement.
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(Incorporated in Hong Kong with limited liability)

Connected Transaction

	SUMMARY
On 7 July, 2003, Second Pharmaceutical as vendor and Zhongnuo Pharmaceutical as purchaser entered into the Acquisition Agreement, pursuant to which Zhongnuo Pharmaceutical will acquire production facilities including, among others, machinery and equipment for the purpose of manufacture of pharmaceutical preparation products and bulk pharmaceutical products from Second Pharmaceutical for a consideration of RMB16,292,850 (equivalent to about HK$15.4 million).  The consideration will be satisfied by the Group's internal resources.

Zhongnuo Pharmaceutical is a wholly-owned subsidiary of the Company.  Second Pharmaceutical is an associate of SPG which is the controlling shareholder of the Company holding 57.78% of the total issued share capital of the Company.  Second Pharmaceutical is therefore a connected person of the Company and the Acquisition constitutes a connected transaction under the Listing Rules.  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 31 December, 2002 but less than the higher of HK$10 million or 3% of the consolidated net tangible asset value of the Company as at 31December, 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.


ACQUISITION AGREEMENT

Parties

Purchaser:
Zhongnuo Pharmaceutical, a wholly-owned subsidiary of the Company

Vendor:
Second Pharmaceutical, an associate of SPG which is the controlling shareholder of the Company

Date

7 July, 2003

Assets to be acquired

Production facilities including, among others, machinery and equipment situated at No.188, Gong Nong Road, Shijiazhuang, Hebei Province, the PRC for the purpose of manufacture of pharmaceutical preparation products and bulk pharmaceutical products

Consideration and payment terms

The consideration for the Acquisition is RMB16,292,850 (equivalent to about HK$15.4 million), which shall be payable in cash by Zhongnuo Pharmaceutical to Second Pharmaceutical within 180 days after the Completion Date.  The consideration will be satisfied by the Group's internal resources.  The aggregate asset value of the production facilities under the Acquisition as set out in two independent valuations dated 13th May, 2003 and 4th June, 2003 respectively prepared by the PRC Valuer is RMB16,292,850 (equivalent to about HK$15.4 million).  The Directors (including independent non-executive Directors) believe that the terms of the Acquisition Agreement were determined after arm's length negotiations between Zhongnuo Pharmaceutical and Second Pharmaceutical by reference to such independent valuations.

Conditions Precedent

Completion is conditional upon, among other things, the following conditions precedent being fulfilled to the absolute satisfaction of Zhongnuo Pharmaceutical (or waived or amended by Zhongnuo Pharmaceutical) on or before 7 September, 2003,:

i)
fulfillment by Second Pharmaceutical of all its obligations it agreed to fulfill on or before the Completion Date under the Acquisition Agreement including, among others, delivery to Zhongnuo Pharmaceutical of all relevant documents relating to the production facilities under the Acquisition;

ii)
all the representations and warranties given by Second Pharmaceutical under the Acquisition Agreement remaining true and accurate on the Completion Date;

iii)
all relevant approvals, permits and consents which are required or otherwise necessary for the Completion having been obtained; and

iv)
issue of a written confirmation by Zhongnuo Pharmaceutical that the due diligence review conducted by Second Pharmaceutical on the production facilities under the Acquisition is to the satisfaction of Zhongnuo Pharmaceutical.

Zhongnuo Pharmaceutical has right to terminate the Acquisition Agreement in the event that any of the conditions precedent as set out in the Acquisition Agreement has not been fulfilled to the absolute satisfaction of Zhongnuo Pharmaceutical or (waived or amended by Zhongnuo Pharmaceutical) on or before 7 September, 2003.

REASONS FOR THE ACQUISITION

The Group is principally engaged in the manufacture and sale of both pharmaceutical preparation products and bulk pharmaceutical products including vitamin C, penicillin antibiotics and cephalosporin antibiotics.  The Directors believe the Acquisition will enhance the production capability and market competitiveness of the Group and is therefore in the interest of the Group and the shareholders of the Company as a whole.  The Directors (including independent non-executive Directors) consider that the Acquisition is conducted on normal commercial terms that are fair and reasonable to the independent shareholders of the Company.

Zhongnuo Pharmaceutical is a wholly-owned subsidiary of the Company.  Second Pharmaceutical is an associate of SPG which is the controlling shareholder of the Company.  Second Pharmaceutical is therefore a connected person of the Company and the Acquisition constitutes a connected transaction under the Listing Rules.  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 31 December, 2002 but less than the higher of HK$10 million or 3% of the consolidated net tangible asset value of the Company as at 31 December, 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.

DEFINITIONS

"Acquisition"
the transaction contemplated under the Acquisition Agreement

"Acquisition Agreement"
the sale and purchase agreement dated 7 July, 2003, entered into between Zhongnuo Pharmaceutical, as the purchaser, and Second Pharmaceutical, as the vendor

"business day"
a day on which banks in Hong Kong are open for business (except Saturday)

"Company"
China Pharmaceutical Group Limited, a company incorporated in Hong Kong with limited liability, the shares of which are listed on the main board of the Stock Exchange

"Completion"
completion of the Acquisition, which is subject to, among others, the conditions precedent as set out in the paragraph headed "Conditions Precedent" above being fulfilled to the absolute satisfaction of Zhongnuo Pharmaceutical or (waived or amended by Zhongnuo Pharmaceutical)

"Completion Date"
the second business day after the day on which all the conditions precedent as set out in clause 6 of the Acquisition Agreement have been fulfilled to the absolute satisfaction of Zhongnuo Pharmaceutical or (waived or amended by Zhongnuo Pharmaceutical)

"Director(s)"
the director(s) of the Company

"Group"
the Company together with its subsidiaries

"Hong Kong"
the Hong Kong Special Administrative Region of the PRC

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

"PRC"
the People's Republic of China, for the purpose of this announcement, excluding Hong Kong, the Macau Special Administrative Region and Taiwan

"PRC Valuer"
Hebei Yongzhengde Accountancy Limited Liability Company (河北永正得會計師事務所有限責任公司), a firm licensed by the Ministry of Finance of the PRC

"Second Pharmaceutical"
Shijiazhuang Municipal Second Pharmaceutical Factory (石家莊市第二制藥廠), an enterprise established in the PRC, which is an associate of SPG and hence a connected person to the Company pursuant to the Listing Rules

"SPG"
Shijiazhuang Pharmaceutical Group Company Limited (石家莊制藥集團有限公司), a limited liability company established in the PRC and the controlling shareholder of the Company holding 57.78% of the total issued share capital of the Company

"Stock Exchange"
The Stock Exchange of Hong Kong Limited

"Zhongnuo Pharmaceutical"
Zhongnuo Pharmaceutical (Shijiazhuang) Company Limited (中諾葯業(石家莊)有限公司), a wholly foreign owned enterprise established in the PRC, one of the Company's wholly-owned subsidiaries

"HK$"
Hong Kong dollars, the lawful currency of Hong Kong

"RMB"
Renminbi, the lawful currency of the PRC

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

By order of the Board

Cai Dong Chen

Chairman

Hong Kong, 7 July, 2003

Please also refer to the published version of this announcement in the The Standard.
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