9 9 5

E P O R T 1

R

A N NU A L

AR




e :"‘H"

<
-
w

iy

WAUAY

HIGHLIGHTS OF THE YEAR
asonlsEsunssuns
MESSAGE FROM THE CHAIRMAN

aInngennems

MESSAGE FROM CTOR
ﬁﬂlzﬂﬁ;}ﬂ]j/\

F -
COMMIFTEE MEMBERS \
LY T LT EFT ITT, —

A A —

EXECUTIVE OFFICERS

-

Q= - . i
TnssadumsaSms - -
ORGANIZATION CHART

1) o 4 a’ — ‘_‘ . .
MU

-

MANAGING OFFICERS
. T i
agilmmmnﬁmmﬂ 38
PERFORMANCE IN THE YEAR 1995
Tasamsfiaing
MAJOR PROJECTS
UNIATEERANIZINAG DA
ANALYSIS OF FACTORS AFFECTING THE BUSINESS
- &
NonssaNadInu
SOCIAL ACTIVITIES
anIINIaa
MANPOWER
L3 ar - |
eadaeuyd
AUDITOR'S REPORT
-1
UMY

FINANCIAL STATEMENTS

22

28

30

36

42

48

54

58

59

60






Messagel71'0m t h e C h ailp 1= a

4 18091 n REESEE- 5 W@ N g5 SPW, N gV S

parnsindrnssuiiusgimmialudaianszniig
nsEngy sifluauausuloneMumnmnIuUY0Eg
funumaglunisnda uazmInszaee sl
NEISUFVVBITZTMATUDIANUADINTVBIAIUTITNS
nazilsznyu fronanannaumrdninaiuazisnana
Tumsndaouelironnidnsmsmsuguuasijuasse-
w1 a0 o i uag gunvenasgu
fnmnlasadolumsld Troduasedliduiinalduoni
Yaoany flusssu ds1mweaunis

wamsenfinavhdiidnan sadmandynssy
TaaufiunsmuLkuuLasingansiidiunafmue
FuftonoumuoiulotovasiguIauaENIENINEE 1IN
qv swdainmeanudeamsissdiugniudeanniia
nzgnassdumehulszme osfmamdansaldiia

The Government Pharmaceutical Organization (GPO) is
a state enterprise under the Ministry of Public Health, working
in response to the government's health policy. The GPO has an

importantrole inmanufacturing and distribution of pharmaceutical

products to support the country’s public health programmes as
well as tomeet the demands of both the publicand private sectors.
The Government Pharmaceutical Organization's manufacturing
processes are in accordance with the standards of GMP (Good
Manufacturing Practices). Thisensures that governmental health
units and the general public receive adequate supply of standard
quality medicines and consumers are provided with drugs which
are safe to use at reasonable prices.

During the previous year the Government Pharmaceutical
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Organizationimplemented plans and projects in response to the policies of the goverment and the Ministry
of Public Health including emergency requirement due to the flood. The GPO expanded its production
capacity and improved the management administration to meet increasing demands of public health
units; thus partly alleviating the people's trouble.

The role of the Government Pharmaceutical Organization is not limited only to manufacturing and
distribution of drugs, but also to the study and research for development of drugs, vaccines and herbal
medicines. and cooperation with other public and private agencies in response to the medical and public
health demands which change according to the economy, society and environment.

The GPO's successful performance resulted from the support and cooperation of various organizations
from both the public and private sectors, and from the people in general. The Government Pharmaceutical

Organization wishes to express its heartfelt thanks to all concerned.
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(Dr. Vitura Sangsingkeo, M.D.)
Permanent Secretary of Public Health Ministry

Chairman of The Government Pharmaceutical Organization Committee
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Development of the people's health is momentous to the
country's public health policy. Realizing this importance, the
Government Pharmaceutical Organization set its main mission
to produce quality medicines at standard prices in a quantity
which accounts for 6% of the nation's pharmaceutical products.
Distribution of GPO products to people all over the country is
also part of our mission, in addition to complying with the Public
Health Ministry's policy in consumer protection concerning the
quality and price of drugs, being a governmental instrument to
maintain the price of drugs and medicinal products. manufacturing
essential drugs which are not produced by the private sector, and
meeting specific demands in times of emergency such as flood,
storm, etc.

The 1995 performance brought forth a total income of
Over 3,000 million baht. a growth rate of 13%.This achievement
is partly due to the improvement of operation efficiency and
initiation of new plans and projects as follows:

- Preparation for privatization of the Government
Pharmaceutical Organization in order to increase the flexibility

of the management administration,
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The GPO has hired a consultancy firm to conduct a feasibility study on the privatization and
restructure of the organization.

- Preparation for the second manufacturing plant which will be a modern facility in com-
pliance with international GMP standards. A business consultancy firm has been contracted to
conduct a feasibility study on the construction of the plant to expand the production capacity while
keeping the market share at not more than 6%.

- Preparation for certification of ISO 9000 by rearranging the quality management system
according to ISO 9002, starting with injections and sterile products. The purpose is to maintain the
acceptance and trust of consumers in the quality level of GPO products.

- Preparation in the field of technology by setting up an information technology master plan
to manage the information system and develop data communication links between regional branches
and the head office, and to initiate the on-line system with customers.

- Technological application to facilitate prompt customer service such as preparation to use
bar codes and initiating service at Point of Sales to increase efficiency of logistics administration.

The project is expected to be implemented in the drugstore on the premises of the Government
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Pharmaceutical Organization by April 1996,

- Improvement of the operating system to raise customer service efficiency such as using
on-line computerized ordering system for faster delivery to customers. The pilot project will begin
with Pathum Thani Provincial Health Office and hospitals in Pathum Thani and will be expanded
to other provinces in the future.

- Participation in evaluating state enterprise efficiency in order to define the criteria of
superior state enterprises according to the state enterprise monitoring policy.

- Supporting and encouraging pharmaceutical factories nationwide to improve their facilities
by sending yendor survey teams to visit these factories. Information from these visits will be used in
inventory and purchase planning and will be provided to requested units.

The Government Pharmaceutical Organization also has an important role in supporting
research and development especially the production of herbal medicines, to meet demands of local
consumers both in variety and quantity, and to promote the use of indigenous raw materials which
will lead to reduction of imported drugs and will pave the way for future exports to bring in foreign

currencies. Another significant responsibility is to monitor patent expired drugs for future
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production consideration. All of these activities will enable the GPO to be ready for competition
with the growing trend of imported drugs due to the patent law plus regional and global free trade.
The Government Pharmaceutical Organization has prepared a 20-year scenario based on future
conditions or expectations. This is used as a guideline in setting up the GPO development plan to
match the national health development plan.

The achievement and progress of the Government Pharmaceutical Organization in the previous
year could not happen without the support from the Minister of Public Health. the Permanent
Secretary of Public Health, the Board of Directors, and various agencies both in the public and the

private sectors, and especially the efforts of all GPO staff. On behalf of the management, I wish to

2., vl

(Dr.Nopadol Somboon, M.D.)

take this opportunity to thank you all.

Managing Director
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Dr. Vitura Sangsingkeo, M.D.

Permanent Secretary, Ministry of Public Health,

Chairman ol the Board

Education

Work Record

Bachelor of Medicine, University of Medical Science,
Master of Public Health, Harvard University,
Secretary, Department of Medical Services,Ministry
of Public Health, Director, Technical Division,
Department of Medical Services, Ministry of Public
Health, Chiel' Medical Officer, Department of
Medical Services, Ministry of Public Health, Deputy
Director-General, Department of Medical Services,
Ministry of Public Health, Deputy Permanent
Secretary, Ministry of Public Health, Director-General,
Department of Medical Services, Ministry of Public
Health.
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Dr. Yuth Bhotharamik, M.D.

Deputy Permanent Secretary of Public Health Ministry

Education Bachelor of Medicine. Universily of Medical Science.

Work Record Director, Rai Khing Non-Communicable Disease
Control Centre (Pracharak Hospital), Department of
Medical Services, Director, Personnel Division,
Department of Medical Services, Director, Priests
Hospital, Department of Medical Services, Chiel

Medical Officer, Department of Medical Services.
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Dr. Chamroon Meekhanon, M.D.

Deputy Permanent Secretary, Ministry of Public Health.

Education Bachelor of Science, Chulalongkorn University
Bachelor of Medicine, Chulalongkorn Uni\rersilj'
DPH in RCP Lond & RCS, from the Royal Institute
of Public Health and Hygicne, London

Work Record Secretary, Department of Medical Services,
Provincial HealthOfficer, Nan and Lampang,
Director, Office of the Primary Health Care, Deputy
Direclor-General, Department of Health, Deputy

Permanent Secretary, Ministry of Public Health,

Director-General, Department of Medical Sciences.
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Dr. Prakrom Vuthipong, M.D.

Director-General, Department of Health

Education Rachelor of Medicine, University of Medical Science,
Master of Public Health, Mahidol University, Master
of Public Health, Minesota University, Health Planning
Certificate, the Johns Hopkins University.

Work Record  Health Officer, Provincial Health Office, Phatthalung
Province, Director, Office of the Primary Health Care,
Chief Medical Officer, Office of the Permanent
Secretary, Ministry of Public Health, Deputy
Director-General, Department of Health, Head, Office

of the Health Inspector-General.
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Dr. Damrong Boonyuen, M.D.

Director-General, Department of Communicable Disease Control

Education Bachelor of Medicine, Faculty of Medical, Siriraj
Hospital, Master of Public Health and Tropical
Medicine, Tulane University, U.S.A., Doctor of
Public Health, Tulane University, U.S.A,

Work Record  Director, Public Health Planning Division, Office of
the Permanent Seeretary, Ministry of Public Health,
Chiel Medical Officer, Office of the Permanemt
Secretary, Ministry of Public Health, Deputy
Director-General, Depariment of Health, Ministry of
Public Health, Inspector-General, Office of Health

Inspector-General.
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Dr. Mongkol Na Songkhla, M.D.

Director-General, Department of Medical Sciences

Education Bachelor of Medicine, University ol Medical Scicnee-
Siriraj Hospital, Masier of Public Health, Tropical
Institute Amsterdam.

Work Record  Director, Phimai Hospital, Nakhon Ratchasima,
Director, Office of Technical Promotion and Health
Service, Buriram, Director, Office of Technical
Promotion and Health Service, Chiangmai, Provincial

Health Officer, Phrae, Lampang, Nakhon Ratchasima,

Deputy Secretary-General, Food and Drug Admi-
nistration, Senior Expert in Preventive Medicine,
Deputy Permanent Secretary, Ministry of Public
Health.
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Prof. Dr. Pakdi Pothisiri

Sceretary General, Food and Drug Administration

Education Bachelor of Pharmaceutical Science (Honor),
Chulalongkorn University, Master of Sciences,
Wisconsin University, U.S.A., Doctor of Philosophy,
Wisconsin University, U.S.A., Bachelor of Law,
Ramkhamhaeng University, Ph.D. Public Health,
Mahidol University.

Waork Record Director, Technical Division, Food and Drug

Administration, Ministry of Public Health, Director
Food Control Division, Food and Drug Admi-
nistration, Ministry of Public Health, Drug Specialist,
Food and Drug Administration, Ministry of Public
Health, Deputy Secretary-General, Food and Drug
Administration, Ministry of Public Health, Inspector-
General, Ministry of Public Health.




eI IMUAIEIIN

T091AU1F NI NTINNIWANINILATHINDUAL FINUUHATA

3N ygrasmadnussugmans
Wyan nndursugmand

Psziamavnan  diwddnnnnaalasimaasegia duin
AUANLATTUMIWRIINTSIATH g ATnazdany
U@,  Aeonsnestydlizana
ANINAUAMENIIUMIHAINN AT A IUAE
Fnuuriand, oy fiudumsnas
IINIUANEN TN IR AN ILATEE R IMAE
danuurand, @¥oainianusnIsun
WA SATHFAIATIAUURIN G

Mr. Wirat Wattanasiritham

Deputy Secretary-General, Office of the National Economic and Social

Development Board

Education Bachelor of Economics, Master of Economics,

Work Record  Assistant Director, The Economic Project Division,
Office of the National Economic and Social Develop-
ment Board, Director, The National Account Division,
Office of the National Economic and Social Develop-
ment Board, Senior Expert in Planning, Office of the
National Economic and Social Development Board.
Assistant Secretary-General, The National Economic
and Social Development Board, Deputy Secretary-
General, The National Economic and Social Develop-

ment Board.
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Miss Chaluay Anawan

Director. Office of Finance and Fiscal

The Comptroller General's Department.

Education Bachelor of Accountancy, Chulalongkom University.

Work Record  Director, Training Division, the Comptrolier-General's
Department, Director, Disbursement Approval
Division 3, the Comptroller-General's Department,
Director, State Enterprises Division, the Comptroller

General's Department.
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Dr. Pornchai Matangkasombat

Dean of the Faculty of Science, Mahidol University

Education Pre-medical School, Chiangmai, University of
Medical Science, B.A., University of Wisconsin,
M.D. University of Wisconsin, Ph.D., University of
Wisconsin

Work Record Dean, Faculty of Science. Mahidol University.
Member of the National Research Council-
in Medical Science, Member ol Mahidol University

Council.
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Dr. Narongchai Akaraseranee

Chairman and Chief Executive, the G.F. Finance and Securities Co..Ltd.

Education

Work Record

Bachelor of Economics (Honor), Western Australia
University, Master of Economics and Ph.D. in
Economics, Johns Hopkins University, U.S.A.

Dean, Faculty of Economics, Thammasat University,
Development Economist, The UN, Asia and Pacific
Development Institute and the UN ESCAP. Assistant
Managing Director, Industrial Finance Corporation of
Thailand, Vice Execulive President, Instituie of
Development of Thailand, Member, Policy Advisory
Committee of P.M. Gen. Chartchai Chunhawan,
Representative, P.M. Anand Panyarachun on ASEAN
Economic Activities Committee, Member, Board of

Invesiment.
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Dr. Olarn Chaipravat

President and Chief Executive Officer, The Siam Commercial Bank

Public Co.,Ltd.

Education B.S. (Magna Cumlaude) Economics, Wharton School,
University of Pennsylvania, U.S.A., Ph.D. Economics,
Massachusetts Institute of Technology, U.S.A.

Work Record Director, Department of Financial Institution
Supervision and Examination, Bank of Thailand,
Senior Vice President, The Siam Commercial Bank
Public Co.,Lid., Exccutive Vice President, The Siam
Commercial Bank Public Co.,Ltd., Director and
SeniorExccutive Vice President, The Siam Commercial
Bank Public Co.,Ltd.
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Dr. Boontan Somboon, M.D.

Education Bachelor of Medicine (Honor), University of Medical
Science.

Work Record  Exiraordinary Expert in Surgery, Director, Rajavithi
Hospital, Ministry of Public Health, Inspector-General,

Office of Health Inspector-General.
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Dr. Nopadol Semboon, M.D.

Director, The Government Pharmaceutical Organization.

Education Bachelor of Pharmaceutical Science, University of
Medical Science, Bachelor of Medicine, University of
Medical Science, Diploma in Obstetrics (Univ. of
Auckland).

Work Record  Director, Lampang Regional Hospital, Health Officer,

Provincial Health Office, Lampang province,
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Director of Office of the Managing Director
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Administrator 9, Office of the Managing Director
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Director of Administrative Division
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Director of Legal Division
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Director of Public Relations Division
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Director of Planning and Evaluation Division
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Units Directly Reported to the Director
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Dr, Krissana Kraisintu Director of Research and Development Institute
2. WA aemlsad WNUSMIT 9 AouITouazWann

Mrs. Rewadee Vongsaroj Administrator 9

Research and Development Institute
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Mrs. Varunee Legcharoenvong Director of Internal Audit Division
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Personnel Department
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Mrs. Suthinee Sangsingkeo Chief of General Affairs Unit
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Miss Sirivan Futrakul Director of Personnel Division
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Mr. Paradom Ganlayanasant Dircctor of Personnel Development Division
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Mrs, Pilaivan Praseripath Director of Welfare Division
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Dr. Somboon Jirarojwatana, M.D.  Director of Medical and Health Care Division
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Account and Finance Department
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Director of Engineering Division
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Mr. Chanchai Sriarunya
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Expert 10, Production Department
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Director of Pharmaceutical Production Division |1
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Dircctor of Pharmaceutical Production Division 2
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Dircctor of Pharmaccutical Production Division 3
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Director of Pharmaceutical Production Division 4
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Director of Packing Division
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Pharmacist 9, Production Department
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Expert 9, Production Department
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Director of Vaecine Production Division
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Director of Toxoid Production Division
Fomnun1anesimiining
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Director of Experimental Animal Division
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Quality Assurance Department
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Miss Viyada Jutr-amphai

warns o AellszAugunv
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Chief of General Affairs Unit
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In 1995 the Government Pharmaceutical Organization produced drugs and medicinal products
at the production cost of 1,130.30 million baht, 8.88% or 92.23 million baht higher than in 1994.

The production cost of GPO products can be categorized as follows :

1. Household Medicines - 89.56 million baht
2. Medicines - 923.83 million baht
3. Biological Products - 100.80 million baht
4, Chemicals E 16.11 million baht

Sales of drugs and medicinal products manufactured by the GPO amounted to 1,917.45 million
baht, an increase of 334.32 million baht or 21.11% From 1994. Sales of drugs and medicinal products
from external suppliers totalled 1,091.76 million baht, 12.43 million baht or 1.15% higher than 1994.
Total sales volume reached 3.009.21 million baht, an increase of 346.74 million baht or 13.02%
from 1994,

The overview of the GPO'S financial status is the value of total assets at 3,049.54 million baht,
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an increase of 271.15 million baht or 9.75% from 1994. Current assets are worth 1,996,02 million
baht while fixed assets amounted to 1,053.53 million baht. Revenue from operations totalled 3,010.12
million baht, an increase of 342.42 million baht from 1994 or a growth rate of 12.83%

The 1995 sales cost amounted to 2,232.59 million baht, 259.09 million baht or 13.13% higher
than previous year. Selling and administrative expenses totalled 400.64 million baht, an increase of
51.65 million baht or 14.79% from 1994.

On profitability, the Government Pharmaceutical Organization's operating profits and net profit
rose as follows: _

In 1995 the GPO's operating profit reached 359.32 million baht, and increase of 26.99 million
baht or 8.12% from 1994. Its net profit amounted to 439,17 million baht, 45.17 million baht or 11.46%
up from the previous year.

The above chart shows that the GPO's operations.generated increasing net profits which
resulted in higher profit contribution to the govenment. The contribution of profit to the government

increased 23.21% from 1994 to 138 million baht in 1995.
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Lingzhi Research Project

Lingzhi (Ganoderma lucidum) has been used as a herbal medicine in China for over two
thousand years. It is believed to have a life-prolonging action. Extensive scientific research of Lingzhi
in the past 20 years has boosted its consumption for health purposes in many countries including
Thailand.

Chemical study of Lingzhi found that it contains several compounds such as polysaccharides,
triterpanes, alkaloids and proteins. Purified and unpurified Ganoderma extracts have been pharmacolo-
gically tested both in vive and in vitro. Results show that each substance has different pharmacological
effects. Clinical trials have been conducted mostly in China, Japan, and Korea. Tablets conaining
Lingzhi extracts have been used to treat patients with various diseases. It was discovered that Lingzhi
can lower high blood pressure and cholesterol levels. In China Lingzhi is used to treat patients with
chronic hepatitis and chronic bronchitis. In Japan products made from Ganoderma polysaccharide were
patented for use as immunopoientiators in the treatment of cancer along with other treatments, e.g.,

radiation, surgery, or chemical therapy. This increases the treatment efficacy, reduces side effects
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and helps the patient to recover.

Realizing the benefits and safety of Lingzhi the Government Pharmaceutical Organization
decided to develop health supplementary products from this mushroom. Research has been con-
ducted since 1992 by extracting active ingredients from local Lingzhi and producing them in tablet
dosage form-the production process of which was patented. Cooperation with the National Cancer
Institute in lesting the toxicity of this product in animals and human found it to be safe for con-
sumption, The GPO has coordinated with Ramathibodi Hospital in studying the effects of Lingzhi in
patients with high cholesterol level and diabetic patients. Rajavithi Hospital has also cooperated in
studying the effects of Lingzhi in normal individuals with high serum transaminase. These individuals
are prone to liver diseases such as chronic hepatitis and cirrhosis.

Lingzhi products manufactured and sold by the Government Pharmaceutical Organization for
health supplementary purposes include Lingzhi Tablets, Instant Lingzhi Tea, Lingzhi Tea, Lingzhi

Slice And Lingzhi Beverage.
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Establishment of the Government Pharmaceutical

Organization Research Support Fund

Recognizing the importance of research and development, the Government Pharmaceutical
Organization has clearly defined its plans in this area in the 7th and 8th Health Development Plans.
The Research and Development Institute was established in 1992 to conduct researches both in
the development of pharmaceutics, pharmaceutical chemicals & medicinal products, biotechnology,
pharmaceutical manufacturing and natural products, and researches in medical sciences. In order to
sustain the continuity and efficiency of the researches to completion for the benefit of the GPO, “the
Government Pharmaceutical Organization Research Support Fund” was set up in 1995 to support
research expenses of governmental offices, state enterprises and the private sector. The Government
Pharmaceutical Organization received budget approval for the start-up capital of 9 million baht in

the first year.
The Government Pharmaceutical Organization appointed a Fund Apporval Committee to sct

up policies and plans including criteria and measures for granting support to researchers. The GPO
also set up an Evaluation Committee to monitor, check and evaluate results of supported researches

and report their performances to the Fund Approval Committee.
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Allergy Vaccine Production Project

It is estimated that approximately 20 million people all over Thailand suffer from allergy. At
present injections for treatment of allergy are very costly and scarce. Some drugs are imported without
approval from the Food and Drug Administration. Furthermore, there are problems of inproper
treatment procedure, low-standard laboratory used in preparation of injections, and the small number
of allergists in Thailand. All these made allergy vaccines less popular than it should be and unable to
accommodate every level of patients. Allergy, therefore, remains a troublesome health problem and
the incidenee of the disease is estimated to increase along with the country's modernization in the
expanding industrial sector. The situation being thus, a large number of the population take antihista-
mines which are end-effect treatments aimed only at alleviating the symptoms. Hence, a new altemative
for people of all levels is the allergy vaccine-the objective of which is to cure the actual cause while
preventing the symptoms.

At present, there is no production of allergenic extract in Thailand. The Government Pharma-
ceutical Organization hence cooperated with a group of Thai allergists who work in the United States to

produce the allergy vaccine in Thailand. The purpose is to produce high standard allegy vaccine at a
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reasonable price for use in Thailand.

This is a cooperation project between the goveriment sector -- represented by the Government
Pharmaceutical Organization and the National Science and Technology Development Agency
(NSTDA)--and the private sector comprising allergists and other local private entities, to set up a joint
venture to produce allergy vaccine in industrial scale. The steps of operation are as follows :

|. Construction of standard facility for production of allergy vaccines in Thailand.

‘2‘ Production and distribution of allergy vaccines and allergy testing kits using specific
production technology owned by Thai allergists who work in the United States.

3. Setting up a laboratory to diagnose the cause of allergy and prepare the appropriate vaccines
for each patient.

4. Publicize information about allergy, its treatment and prevention.

The expected outcome is to provide allergic patients in Thailand with adequate supply of quality

vaccines at reasonable prices.
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Environmental Conservation

Environmental conservation is one major concern of the Government Pharmaceutical
Organization as well as the quality of GPO products. “Water” is our main concern because pollutants
from industrial plants in the wastewater is highly hazardous to the ecological system. In recognition of
this problem, the Government Pharmaceutical Organization built a new water treatment pond to replace
the old one which has long been in use. This new water treatment pond can accommodate the production
expansion. Water pumps were installed to draw wastewater from the sumps of 48 buildings to the new
treatment pond which can receive up to 400 cubic metres of wastewater.

The new wastewater treatment pond built by the GPO is the combined wastewater treatment
system. Treated water will comply with the standards set by the Environment Committee and can be
drained through public sewers without endangering the environment.

The budget used by the Government Pharmaceutical Organization to construct the water treatment

pond is 9 million baht.
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Analysis of Factors Affecting the Business
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The pharmaceutical industry is essential to the country's economy and society because it
produces one of the four requisites which directly affects the people's health. The pharma-
ceutical industry involves technologies that are continually developing and adjusting. Stringent quality
control by both the public and the private sectors is also necessary. During the year of 1995 several
factors influenced the adjustment of the pharmaceutical industry. Even though the effects of some
factors may not be visible yet but those in the pharmaceutical industry need to be aware of these
factors and make preparations to cope with future effects. Factors which may affect to pharmaceutical
industry are :

1. Drug Patents

In the beginning of the previous decade there were movements from economic superpowers,

particularly the United States of America, to pressure developing countries into revising their patent
laws to give full protection to pharmaceutical products. This caused Thailand to amend its patent
law in 1992 to protect pharmaceutical products in addition to the formerly protected production

process only. However, the patent law amendment in 1992 did not have a strong impact on local
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manufacturers because the new patent act will cover only new products and those seeking patent in
foreign countries after September 30, 1991. These products may be patented in Thailand. In the
future if more patents are granted, the pharmaceutical market will be monopolized by patent holders
resulting in higher drug prices.

Benefits from the patent act are development of new technologies and transfer of technology
from abroad. However, the scale of science and technology development in Thailand is small due to
certain limitations, e.g., lack of fund and modern equipment, lack of qualified personnel in the field of
research and development, and lack of investment motivation because research and development
requires high investment.

The Government Pharmaceutical Organization. one of the largest pharmaceutical manufacturer
in Thailand. is unavoidably affected by the patent law. The degree of impact depends on the structure
modification and preparation in various aspects, i.e., developing the capability to research and produce
new patentable drugs, preparing qualified personnel 1o lay out development plans and implement
results of the research to industrial scale, especially the use of indigenous raw materials.

Since the carly phase of the 7th GPO Development Plan investment in research and develop-
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ment has been given great consideration. In the late phase of this plan, a support fund was set up to
provide interest for use in research work. Furthermore, continual attention on the development of
herbal medicines will increase the potential of the pharmaceutical industry to adapt to the change

caused by patent holders.

2. Asean Free Trade Area-Afta

The rapidly changing international trade situation has prompted countries in the same region
to form blocs in order to strengthen their economic status. Realizing this need, ASEAN countries
agreed to form the ASEAN Free Trade Area (AFTA). In forming AFTA, ASEAN wanted to achieve
its objective in 15 years starting from January I. 1993. The main means to attain this end is by
lowering ftariffs to 0-5% especially on products from member countries for trade inside AFTA which
comprise all categories except agricultural products.

The impact of AFTA on the pharmaceutical industry will cause expansion both in trade and
investment. The pharmaceutical market will become larger and will draw both internal and external

investors to increase their investment in the pharmaceutical industry-both in the production of finished
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products and raw materials. Furthermore, the effect of AFTA on the reduction of import duty on
finished drugs and raw materials will cause fiercer trade competition of pharmaceutical products
among member countries than ever before. Hence, the local pharmaceutical indusiry need to improve
its productivity in order to compete with other countries both in terms of quality and production cost.
The Government Ph-rmaceutical Organization has improved its quality system through implemen-
tation of the ISO 9000 system in order to raise the standard of production to international level and
competitive with foreign countries. The GPO also plans to export its products, particularly to countries
in the ASEAN region,

3. GATT and WTO

GATT (General Agreement on Tariff and Trade) is an international agreement aimed at
promoting international free trade. Since the signing of the agreement there had been eight rounds of
negotiation. The 8th round or Uruguay Round started in 1986. The issues under negotiation included
irade-related intellectual property rights. Final negotiations agreed on the establishment of the World

Trade Organization with the objective to promote global free trade which will result in fiercer com-
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petition in the future. The role of the World Trade Organization (WTO) is to oversee multilateral
agreements covering trade, service, investment and intellectual properties, be a platform for
negotiations between members on the issue of trade relations specified in various agreements, and
implementing negotiation results.

The direct effect from this meeting on the pharmaceutical industry in Thailand include tariff
reduction, intellectual property protection, and the impact on investment.

Reduction of tariff will affect both raw materials used in pharmaceutical manufacturing and
imported finished drugs. In Thailand, the effect will be directly on the pharmaceutical industry since
95% of the raw materials used are imported. Lowering the tariff will reduce the cost of raw materials.
However, the overall cost of production will only be minimally lowered due to rising labour cost and
the slowly-developing production technology. Meanwhile, imported finished products, particularly
from countries that produce their own raw materials and have higher technological development and
patent-holding couniries, will also receive the benefit of lowered import tariff. These products will be
cheaper causing fierce competition. To face the emerging competition, the local pharmaceutical

industry need certain adaptation such as research and development of new product structure or
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production technology improvement, focus on the use of indigenous raw materials and development
of raw material production industry in the country. These will help us to be independent and more
competitive in the future.

The Government Pharmaceutical Organization has strengthened its position in research and
development, focusing on herbal medicines using indigenous raw materials while supporting the policy

to establish joint ventures with the private sector for production of pharmaceutical raw maiterials,

4, Opening of countries in Indochina

Due to high competition in the local pharmaceutical market, Thai manufacturers are forced
to expand their markets abroad. This situation is reflected by the rising value of exported drugs,
particularly to the Indochina countries that have announced the opening of the free market after closing
their countries for so long. Formerly the GPO exported a small amount of drugs to neighbouring
countries. Now the opportunity to increase our export to countries in the Indochina region exists, we

therefore put emphasis on this export goal.
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Campaign against Iodine Deficiency
Iodine deficiency is a significant health issue. People who are in the high risk group
are pregnant women and schoolchildren in distant areas, especially in the North and the
Northeast. Survey results show the illness spreads over 57 provinces in Thailand. At present, the
Ministry of Public Health has addressed this issue in its policy and consequently set up the 1995-2001
Todine Deficiency Control and Prevention National Plan.

The Government Pharmaceutical Organization has participated in the campaign against iodine
deficiency by presenting 9 tons of iodized salt to HRH Princess Maha Chakri Sirindhorn for
distribution to the target population.

Furthermore, the GPO has initiated the project to produce iodine supplementary tablets which
at present cannot be produced in Thailand and have to be imported. In the initial phase, the GPO
imported raw material in the form of iodized oil to be used in the production of soft gelatin capsules.
2.5 million capsules of iodized oil were produced for the campaign against iodine deficiency. Mean-
while, research and development of iodized oil raw material in the semi-industrial level has also been

going on.
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In the long run, this project will help Thailand to be rid of brain defective and mentally
retarded children (cretinism), and goiter caused by iodine deficiency. Children of future generations
will have a better quality of life, higher learning potential, and be more capable of developing the

country to a prosperous future.

Assistance For Flood Victims
The 1995 flood caused trouble and distress Lo people in over 60 provinces nationwide. Apart
from losses and damage to properties, people also suffered from diseases brought along with the
flood such as gastrointestinal diseases, skin diseases, athlete's foot, and other infections,
To alleviate the distress of flood victims, the Government Pharmaceutical Organization
urgently produced 750,000 medicinal sets comprising essential drugs for immediate use and three

million tubes of ointment for relief of Athlete's foot. This was done in time to help the suffering people.
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Support For Study And Research
In remembrance of its founder, the Government Pharmaceutical Organization set up the *Dr.
Tua Lapanugrom Memorial Foundation' in 1990 with the objective to support the tertiary education
for the offspring of GPO staff including those of its subsidiaries, promote research in medical science.
conduct activities for public benefit or cooperate with other charities. At present, the Foundation has
funds totalling 1,767,053.69 baht. In 1995 the foundation granted one educational fund and one for

medical science research, bringing the total contribution to 26,000 baht.

Reforestation in Honour of H.M. The King

To commemorate the 50th anniversary of His Majesty the King's accession to the throne, the
Government Pharmaceutical Organization participated in the reforestation project for a rotal area of
50 rai. Medicinal perennial trees such as bullet wood, pink cedar, cassod tree, eagle wood, etc, were
planted in the Government Pharmaceutical Organization's own property and in the territory of Wat
Kao Man, Saraburi. The project will be further expanded to cover 200 rai of land in 1996.

Apart from contributing to the conservation of medicinal plants and the environment, the
reforestation project will encourage further study and development of products from medicinal plants

which will bring benefits to future generations.
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Participation in the Revival of Thai Traditional Medicine

The Ministry of Public Health has set a policy for the development of Thai traditional medicine
in order to provide the people with an alternative in health care and medical treatment. The Institute
of Thai Traditional Medicine was established as a coordination structure under the Department of
Medical Services. The Foundation for Development of Thai Traditional Medicine was also set up to
support and improve the quality of Thai traditional medicine offered by both the public and the
private sectors. Objectives of the Foundation include encouraging quality study and research of Thai
traditional medicine and development of a comprehensive system.

The Government Pharmaceutical Organization contributed to the establishment of the
Foundation for Development of Thai Traditional Medicine by raising funds for this project. The
GPO organized several fund-raising activities such as holding a charity programme on The Royal
Army TV. Channel 5, creating and selling cast figures of "Cheewaka Komaraphaj™ - the Father of

Thai traditional medicine, etc. These activities raised over 5 million baht for the foundation.
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Department Number of employees
duNKEBIMIBNTT 100  Au
Office of the Managing Director
Fhousmsnuynna 106 AU
Personnel Department
rhemsaain 462 fIu
Marketing Department
FhotiyBuazn1Iku 112 au
Account and Finance Department
Fhumaneg 278 AU
Logistic Department
MNgIALAsIEDAB NS 59 AU
Units directly reported to the Director
ARUEAN 218 AU
Technical Department
AR 525 AU
Production Department
Fedining 150 AU
Biological Production Department
FholszAugunn 112 AU

Quality Assurance Department
33U (Toral) 2,136 U
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TO: THE COMMITTEE OF
THE GOVERNMENT PHARMACEUTICAL ORGANIZATION

The Office of Auditor General has examined balance sheets of the Government Pharma-
ceutical Organization as of September 30, 1995 and 1994 and the statements of income and retained
earnings and the statements of changes in financial position for each of the two years in the period then
ended. Our examinations were made in accordance with generally accepted auditing standards and,
accordingly, included such tests of the accounting records and such other auditing procedures as we
considered necessary in the circumstances.

In our opinion, the aforementioned financial statements present fairly the financial position of
the Government Pharmaceutical Organization as of 30 September 1995 and 1994 the results of its
operations and changes in its financial position for each of the two years in the period then ended. in

conformity with generally accepted accounting principles applied on a consistent basis.
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(Miss Phoonsup Supanich)

Director of the office of the Auditor General
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(Miss Chanya Rattanasuwan)

Auditor General Officer
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BALANCE SHEET

‘S h

QYU 30 NUBNBY 2538 LAY 2537

For the years ended September 30, 1995 and September 30, 1994

Funsne
(ASSETS)
Aunandriauiou
Current assets
RuaauazRurinsuais
Cash and bank deposits
AuehnnsznsIanInaa
Cash at the Finance Ministry
J v =
gnuinmin - gnd
Accounts receivable (trade) -net
Al a
QNHilou - gni
Qther accounts receivable -net
Fuimnanio
Inventory
o = -
gunindvyuiouou
Other current assets
HIUEUMTNENAUDBY
Total current assets
Ruamu
Investments
Funindszninanoain
Assets in progress
s o a
fifiu ;msuasgUnsal - qnd
Property plant and equipment -net
n¥fMailnsINITaIson
Medicinal products for the Medicine Reserve Project

SAUFUNTHE

Total assets

- 1888

2538/ 1995
U/ Baht

701.495.469.49
175.066.00
446,882,817.30
3.692,035.51
768.109.023.16
75,661,201.92
1,996,015,613.38
153.160,000.00
14,730,430.85
877,466.,250.58
8.170.066.17

3,049,542,360.98

2537/ 1994
U/ Baht

584.754,851.78
433,590.00
491,657,557.41
960,900.20
657.652,236.90
__36493,977.53
1,771,953,113.82
132,160.000.00
2,098,904.71
862,536,380.52
9.652,757.62

2,778,401,156.67



2538/ 1995 2537/1994

- 11N/ Baht UIN/Baht
wilduuaznu
(LIABILITIES AND CAPITAL)
whaunuEew
Current liabilities
Wnitnsi 270,660,869.47 299,971,644.27
Accounts payable (trade) -net
¥ ouazduiegie 48,711,896.62 41301,792.14
Accrued expenses
mduldn o s 3,025016.51 3,197.360.81
Withholding income tax
Rulsznudyan 3,129.372.55 3,146,414.55
Contract Guarantee
Waniiou 40,931,861.31 48,835.953.54
Other creditors
soanswdduilideneninmarzdia 30,754.970.53 .
53uw§ﬁunquﬁ an 397,213,986.99 396,453,165.31
_ Total current liabilities
HuaImnu
Fund
nu
Capital
nuilszidy 48,041,467.48 48,041,467.48
Original capital
nusbaInliznm 3,018,502.04 3.018.502.04
Capital allocated from the government budget
nusuloumnitunumyuiou 3,526.548.46 3,526,548.46
Capital transferred from working capital
TINNU 54,586,517.98 54,586,517.98
Total capital
@uAunUINNITS 17,285,382.51 15,273,785.51
Contributed capital from donation
drsealasanmsdisndna 49.914,409.60 49.914.409.60
Reserve for Medicine Reserve Project
i lserzen 2,530,542.063.90 2,262,173,278.27
Retained earnings
IIUFUNY 2,652,328,373.99 2,381,947,991.36
Total Fund
suwﬁﬁuuazqu 3,049,542,360.98 2,778,401,156.67

Total liabilities and capital

18947
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STATEMENTS OF INCOME
tim%’u?lﬁuq@i’uﬁ 30 NUBNEY 2538 18T 2537
For the years ended September 30, 1995 and September 30, 1994

2538/ 1995 25371994
U1/ Baht 1171/Baht
elaanmsaiiuau
Operating revenue
WYY A 3.009.206.724.95 2.662.467,111.64
Sales of medicinal products
GRERSTRLEN 916,088.04 5,229,833.83
Revenue from contract
TuglAnINMIAUHRIY 3,010,122,812.99 2,667,696,945.47

Total operating revenue
Aupnesaza idwlunsaitivau

Cost of sales and operating expenses

AUNUUIY 2.232.801,773.01 1,973,451,258.98
Cost of sales
Mg Tumsneuaznmauing 400,638,077.55 348,991,492.72
Selling and administrative expenses
Aldudu 9 ' 3,550,521.27 533.276.62
Other expense
Adeus 1A FUNTWE 13.807,538.18 12,385,906.15
Depreciation
571 ﬁ’uﬂummmsﬁﬂ*ﬁih alunsaniivau 2,650,797,910.01 2,335,361,934.47
Total cost of sales and operating expenses
mlsmnmsediveu 359,324,902.98 332,335,011.00

Profit from operation

s1e 18 sl eanumsandinau

79,845,299.17 61,666,357.88
Other income
mlsgns 439,170,202.15 394,001,368.88

Net profit




BIAMITNABNTIH
THE GOVERNMENT PHARMACEUTICAL ORGANIZATION
Jum lsazau
RETAINED EARNINGS
o w aja w A @
mm‘uﬂtmqmu‘n 30 NUEN8Y 2538 uas 2537
For the years ended September 30, 1995 and September 30, 1994

2538/ 1995 2537/ 1994
LN/ Baht 1IN/ Baht
i lsazauiuana 2,262,173,278.27 2,006,312,050.17
Retained earnings b/f
#n msInassmls
Less Appropriation for the year
dadlusoldurudu 138,000,000.00 112,000,000.00
State on-profit contribution
Tuignssums 934.791.68 772,520.55
Bonus to committee members
Tunlawinau 31,866,624.84 25,367,620.23
Bonus to employees.
170,801,416.52 138,140,140.78
AAUNID 2,091,371.861.75 1,868,171,909.39
Total
vIn Mlsgnin ail 439,170,202.15 394,001,368.88
Add Net profit for the year
M lsazaudarsna 2,530,542,063.90

Earnings retained

2,262,173,278.27
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THE GOVERNMENT PHARMACEUTICAL ORGANIZATION
aunaaensnlasumlasgiieniatiy
STATEMENTS OF CHANGES IN FINANCIAL POSITION
ﬁ’m%’ﬁﬁuqﬂﬁﬁ 30 NUENEY 2538 HAz 2537
For the years ended September 30, 1995 and September 30, 1994

2538/ 1995 2537/ 1994
1IN/ Baht UIN/Baht
Hunulain
Sources of Fund
DINNTIAUHUIY
Operation
mlsgns 439,170,202.15 394,001,368.88
Net profit
Audeusiamswdau 88,962.587.30 81,514,123.26
Depreciation
VANUINMINBLRzAMIYINInGdunias 10,759.017.34 300,095.02
Loss from sales and write-off of assets
mlsnnmanimieninddu (129,254.00) .
Gain on sales of assets
suFunulamnanmsauiivam 538,762,552.79 475,815,587.16
Total Working capital from operation
DINUHAIDY
Other sources
WMININGTUNIII 129.257.00 .
Sales of fixed assets
NN LATINTEITON anad (LﬁN‘IAfH) 1,482,691.45 (2,050.007.28)
Decrease (increase) in medicinal products for
medicine reserve project
FuRudug : 5,000,000.00
Loan repayment received
AIUAUNUINAITUIN 2,184,540.50 76.00
Capital contributed from donation
i Idnnnimdedu 3,796,488.95 2,950,068.72
Total working capital from other sources
suidunulein 542,559,041.74 478,765,655.88

Grand total fund acquired
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STATEMENTS OF CHANGES IN FINANCIAL POSITION
o o wr A
awmudfauga iuil 30 Aumeu 2538 naz 2537
For the years ended September 30, 1995 and September 30, 1994

[unulil
Uses of fund
ﬁuimi'ﬁnssumﬂm:wﬂ'mm
Bonus to committee members and employees
nindduonsiiuiy
Increase in assets
Ruamu
Investments
dailuseldusiudu
State on profit contribution
nwdAusznianea Ny
Increase in assets in progress
auSunulyT
Total fund used
ﬁuquﬁguﬁﬂmﬁuﬁu

Increase in working capital

2538/ 1995

11N/ Baht

32.801,416.52

111,714,072.57

21.000.000.00

138.000,000.00

15,741,874.77

319,257,363.86

223,301,677.88

2537/ 1994
U/ Baht

26,140,140.78

141,256.335.96

112,000,000.00

7.926,437.44

287,322,914.18

191,442,741.70
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