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INTRODUCTION
Except where the context otherwise requires and for purposes of this annual report only:
we, us, ourcompany, our, Mindray International and Mindray refer to Mindray Medical International
and its consolidated subsidiaries, including Shenzhen Mindray Bio-Medical Electronics Co., Ltd., or Shenzhen
Mindray, Shenzhen Mindray s predecessor entities, and Mindray DS USA Inc., or Datascope Patient

Monitoring;

China or PRC refers to the People s Republic of China, excluding, for purposes of this annual report only,
Taiwan and the Special Administrative Regions of Hong Kong and Macau;

All references to  Renminbi or RMB are to the legal currency of China, all references to U.S. dollars , dollars
or USS$ are to the legal currency of the United States, and all references to HKS$ are to the legal currency of the
Hong Kong Special Administrative Region of China;

ordinary shares refers to our Class A and Class B ordinary shares, par value HK$0.001 per share;

ADSs refers to our American depositary shares, each of which represents one Class A ordinary share;

ADRs refers to American depositary receipts, which, if issued, evidence our ADSs;

PRC GAAP refers to accounting principles and the relevant financial regulations applicable to PRC
enterprises; and

U.S. GAAP refers to generally accepted accounting principles in the United States.

This annual report on Form 20-F includes our audited consolidated statements of operation data for the years ended
December 31, 2006, 2007, and 2008 and audited consolidated balance sheet data as of December 31, 2007, and 2008.

We and certain of our shareholders completed the initial public offering of 23,000,000 ADSs, each representing one
Class A ordinary share, on September 29, 2006. On September 26, 2006, we listed our ADSs on the New York Stock
Exchange under the symbol MR. Some of our shareholders completed a secondary offering of 11,301,303 ADSs in
February 2007.

FORWARD-LOOKING STATEMENTS
This annual report on Form 20-F contains forward-looking statements that are based on our current expectations,
assumptions, estimates and projections about us and our industry. All statements other than statements of historical
fact in this annual report are forward-looking statements. These forward-looking statements can be identified by
words or phrases such as may, will, expect, anticipate, estimate, plan, believe, is/are likely to or other s
expressions. The forward-looking statements included in this annual report relate to, among others:

our goals and strategies;

our future business development, financial condition and results of operations;
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the projected growth of the medical device industry in China and internationally;

the effects of the current global economic crisis and global macroeconomic conditions on our business,
financial condition and results of operations;

the effects of our acquisition of and integration of Datascope s patient monitoring device business;
our expansion plans;

relevant government policies and regulations relating to the medical device industry;

market acceptance of our products;

our expectations regarding demand for our products;
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our ability to expand our production, our sales and distribution network and other aspects of our operations,
including our sales and service offices, our manufacturing facilities in Shenzhen, and our new research and
development and manufacturing facility in Nanjing;

our ability to stay abreast of market trends and technological advances;

our ability to effectively protect our intellectual property rights and not infringe on the intellectual property
rights of others;

our plan to launch several new products in 2009;

our intention to pay annual cash dividends to our shareholders;

competition in the medical device industry in China and internationally; and

general economic and business conditions in the countries where our products are sold.

These forward-looking statements involve various risks, assumptions and uncertainties. Although we believe that our
expectations expressed in these forward-looking statements are reasonable, our expectations may turn out to be
incorrect. Our actual results could be materially different from our expectations. Important risks and factors that could
cause our actual results to be materially different from our expectations are generally set forth in Item 3.D of this
annual report, Key information Risk Factors and elsewhere in this annual report.

The forward-looking statements made in this annual report relate only to events or information as of the date on which
the statements are made in this annual report. All forward-looking statements included herein attributable to us or
other parties or any person acting on our behalf are expressly qualified in their entirety by the cautionary statements
contained or referred to in this section. Except to the extent required by applicable laws and regulations, we undertake
no obligation to update any forward-looking statements to reflect events or circumstances after the date on which the
statements are made or to reflect the occurrence of unanticipated events, except as required by law.

Market Data and Forecasts

This annual report also contains data related to the medical device industry. These market data include projections that
are based on numerous assumptions. The medical device industry may not grow at the projected rates or at all. The
failure of the medical device industry to grow at projected rates may have a material adverse effect on our business
and the market price of our ADSs. In addition, the rapidly changing nature of the medical device industry subjects any
projections or estimates relating to growth prospects or future conditions to significant uncertainties. You should not
place undue reliance on these forward-looking statements.

Unless otherwise indicated, information in this annual report concerning economic conditions and the medical device
industry is based on information from independent industry analysts and publications, as well as our estimates. Except
where otherwise noted, we derive our estimates from publicly available information released by third parties, as well
as data from our internal research, and are based on such data and our knowledge of our industry, which we believe to
be reasonable.
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PART L.
ITEM 1. IDENTITY OF DIRECTORS, SENIOR MANAGEMENT AND ADVISERS
Not applicable.
ITEM 2. OFFER STATISTICS AND EXPECTED TIMETABLE
Not applicable.
ITEM 3. KEY INFORMATION
A. Selected Financial Data.

The selected consolidated balance sheet data as of December 31, 2007 and 2008, and the selected consolidated
financial data for the three years ended December 31, 2006, 2007 and 2008, were derived from our audited
consolidated financial statements appearing in this annual report beginning on page F-1. The selected consolidated
financial data for the years ended December 31, 2004 and 2005 were derived from our audited consolidated financial
statements that are not included in this annual report. The following summary consolidated financial data for the
periods and as of the dates indicated should be read in conjunction with, and are qualified in their entirety by reference
to our consolidated financial statements and related notes and Item 5, Operating and Financial Review and Prospects .

Our audited consolidated financial statements as of and for the year ended December 31, 2008 are prepared in
accordance with U.S. GAAP, and have been audited by PricewaterhouseCoopers, an independent registered public
accounting firm. The report of PricewaterhouseCoopers on those consolidated financial statements is included
elsewhere in this annual report.

Our audited consolidated financial statements as of December 31, 2007 and for the years ended December 31, 2006
and 2007 are prepared in accordance with U.S. GAAP, and have been audited by Deloitte Touche Tohmatsu CPA
Ltd., an independent registered public accounting firm. The report of Deloitte Touche Tohmatsu CPA Ltd. on those
consolidated financial statements is included elsewhere in this annual report.

Our historical results for any prior years are not necessarily indicative of future results.
For the Year Ended December 31
2004 2005 2006 2007 2008

(In thousands of US$, except share and per share data)

Statement of Operations Data:

Net revenues 84,312 131,630 190,374 294,296 547,527
Cost of revenues(1) (38,543) (60,206) (86,390) (132,768) (250,573)
Gross profit 45,769 71,424 103,984 161,528 296,954
Operating expenses:

Selling expenses(1) (11,137) (17,879) (26,622) (41,083) (80,088)
General and administrative expenses(1) (3,907) (13,679) (9,527) (12,042) (40,802)
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Research and development expenses(1) (7,443) (12,954) (18,741) (28,389) (51,945)

Expense of in-progress research and

development (4,000) (6,600)

Other general expenses

Operating income 23,282 26,912 45,094 80,014 117,519

Other income, net 5 1,124 756 2,357 4918

Interest income 373 470 3,505 9,726 8,361

Interest expense (402) (246) (58) (11) (5,163)
3
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Income before income taxes
and minority interests
Provision for income taxes
Minority interests

Net income

Deemed dividend on issuance
of convertible redeemable
preferred shares at a discount

Income attributable to ordinary
shareholders(2)

Basic earnings per share
Diluted earnings per share
Dividends declared per share
Shares used in computation of:
Basic earnings per share
Diluted earning per share

Balance Sheet Data:
Cash and cash equivalents
Working capital(3)

Total current assets

Total assets

Total current liabilities
Minority interests

Net assets

Capital stock

2004 2005 2006 2007
(In thousands of US$, except share and per share data)
23,258 28,260 49,297 92,086
(1,300) (2,205) (3,023) (14,043)
(1,026) 811)
21,958 25,029 45,463 78,043
(1,712)
21,958 23,317 45,463 78,043
0.25 0.28 0.52 0.73
0.25 0.28 0.47 0.69
0.29 0.45 0.15 0.18
86,000,000 82,790,427 87,066,163 106,328,347
86,000,000 82,790,427 96,370,084 112,678,984
As of December 31,
2004 2005 2006 2007
(In thousands)
$ 21,574 $ 55,283 $ 219,064 189,045
26,519 58,096 209,001 237,191
43,018 83,656 254,154 306,495
58,364 104,190 327,664 446,714
16,499 25,560 45,153 69,304
1 4,659 1 2
41,864 33,652 279,713 374,022
11 10 13 13

For the Year Ended December 31

(1) Share-based compensation charges incurred during the years related to:

Cost of revenues

Table of Contents

2004 2005 2006
(In thousands)
$ 33 $ 77 $

2007

267

2008

125,635
(16,948)

108,687

108,687

1.01
0.96
0.20

107,366,250
113,364,756

2008

$ 96,370
147,593
427414
785,771
279,821

2
498,092
14

For the Year Ended December 31,

2008

$ 423

10
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Selling expenses 1,047 801 2,781 2,870
General and administrative expenses 7,202 1,532 2,232 2,697
Research and development expenses 375 864 2,430 2,731

(2) Income attributable to ordinary shareholders includes income attributable to both Class A ordinary share
shareholders and Class B ordinary share shareholders on a pro-rata basis.

(3) Working capital is equal to current assets less current liabilities.
B. Capitalization and Indebtedness.
Not applicable.
C. Reasons for the Offer and Use of Proceeds.

Not applicable.
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D. Risk Factors.
RISKS RELATING TO OUR BUSINESS AND INDUSTRY

We may fail to effectively develop and commercialize new products, which would materially and adversely affect
our business, financial condition, results of operations and prospects.

The medical device market is developing rapidly and related technology trends are constantly evolving. This results in
frequent introduction of new products, short product life cycles and significant price competition. Consequently, our
success substantially depends on our ability to anticipate technology development trends and identify, develop and
commercialize in a timely and cost-effective manner new and advanced products that our customers demand. New
products contribute significantly to our net revenues. Products introduced since 2006 accounted for more than 25.0%
of our net revenues in 2008. We expect the medical device market to continue evolving toward newer and more
advanced products, many of which we do not currently produce. Commercialization of any new product requires
relevant government approval, the timing of which may not be under our control, and is subject to change from time
to time. Moreover, it may take an extended period of time for our new products to gain market acceptance, if at all.
Furthermore, as the life cycle for a product matures, the average selling price generally decreases. Although we have
previously offset the effects of declining average sales prices with sales volume increases and manufacturing cost
reductions, we may be unable to continue doing so. Lastly, during a product s life cycle, problems may arise regarding
regulatory, intellectual property, product liability or other issues which may affect its continued commercial viability.

Our success in developing and commercializing new products is determined by our ability to:
accurately assess technology trends and customer needs and meet market demands;
optimize our manufacturing and procurement processes to predict and control costs;
manufacture and deliver products in a timely manner;
increase customer awareness and acceptance of our products;
effectively manage our brands;
minimize the time and costs required to obtain required regulatory clearances or approvals;
anticipate and compete effectively with other medical device developers, manufacturers and marketers;
price our products competitively; and
effectively integrate customer feedback into our research and development planning.

The acquisition of Datascope s patient monitoring device business may not be effectively integrated and exposes us
to additional potential risks, each of which may materially and adversely affect our business.

We completed the acquisition of Datascope s patient monitoring device business in May 2008. The acquisition requires
that our management develop expertise in new areas, manage new business relationships and attract new types of
customers. The diversion of our management s attention and any difficulties encountered in the integration of
Datascope s patient monitoring device business could materially and adversely affect our ability to manage our
business.
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Realizing the benefits of our acquisition of Datascope s patient monitoring device business depends in substantial part
on the successful integration of technologies, operations and personnel. Since completing the acquisition, we have
begun operating as a combined organization and begun utilizing common business, information and communication
systems, operating procedures, financial controls and human resource practices, including benefits, training and
professional development programs. We face significant challenges in the integration process, which include:

integrating operations, services and personnel in a timely and efficient manner;

unforeseen or hidden liabilities;
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the diversion of resources from our existing businesses and technologies;

our ability to generate sufficient revenue and net income to offset acquisition costs;
adding products to the acquired business platform;

effectively managing multiple brands;

integrating and managing our third-party distribution network and our newly acquired direct sales force,
particularly in areas of overlap;

identifying when to sell direct and when to sell through our distribution network to maximize net revenues;
coordinating sales and marketing efforts to effectively communicate our capabilities to our customers;
potential loss of, or harm to, relationships with employees or customers, any of which could significantly
disrupt our ability to manage our business and materially and adversely affect our business, financial condition

and results of operations;

retaining senior management and key sales and marketing and research and development personnel and
attracting and retaining other skilled research staff and mid-level personnel;

incompatibility of corporate cultures;

increased exposure to legal liabilities due to the acquisition of Datascope s patient monitoring device business,
which has significant U.S. operations;

preserving important customer and supplier relationships of both companies and resolving potential conflicts
that may arise;

demonstrating to customers that the acquisition will not result in adverse changes in client service standards or
business focus and assisting customers in conducting business successfully with the combined company;

consolidating and rationalizing corporate, information technology and administrative infrastructures;

integrating and documenting processes and controls in conformance with the requirements of the
Sarbanes-Oxley Act of 2002, or the Sarbanes-Oxley Act; and

operating at multiple sites in China, the United States, Europe, and the rest of the world.

We are currently experiencing a global economic crisis, which could materially and adversely affect our business,
financial condition and results of operations.

We are currently experiencing a global economic crisis which affects all areas of business, including health care, in all
the regions we operate in.

Disruptions in orderly financial markets in recent months, resulting from, among other factors, severely diminished
liquidity and credit availability plus volatile and declining valuations of securities and other investments have caused
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business and consumer confidence to ebb, business activities to slow down, and unemployment to increase. These
factors along with the interconnectivity and interdependence of international economies have created a global
downturn in economic activity.

We are unable to predict how long the economic downturn will last. A continuing economic downturn may adversely
affect our business in a number of ways, including:

Reduced demand for our products. In a period of economic uncertainty, customers may adopt a strategy of
deferring purchases to upgrade existing equipment or deploy new equipment until later periods when visibility
of their cash flows becomes more assured. In addition, customers who must finance their capital expenditures
through various forms of debt may find financing unavailable to them.

Increased pricing pressure and lower margins. Our competitors include a number of global enterprises with
relatively greater size in terms of revenues, working capital, financial resources and number of employees, and
some of our end-users are healthcare service providers who are typically owned, controlled,

6

Table of Contents 15



Edgar Filing: Mindray Medical International LTD - Form 20-F

Table of Contents

or sponsored by governments. If the size of our potential markets contracts due to the global economic
downturn, competition for available sales may become more intense, which could require us to offer or accept
pricing, payment, or local content terms which are less favorable to remain competitive. In some cases we
might be unwilling or unable to compete for business where competitive pressures make a potential
opportunity unprofitable to us.

Greater difficulty in collecting accounts receivable. Many of our end-users are either owned or controlled by
governments; any changes in such governments policies concerning the authorization or funding of payments
for capital expenditures could lengthen the cash collection cycle of our distributors, which may thereby cause
our liquidity to deteriorate if our distributors are unable to pay us on time. Additionally, sales made to our
distributors or other customers whose financial resources may be subject to rapid decline, could expose us to
losing sales, delaying revenue recognition or accepting greater collection risks due to credit quality issues.

Greater difficulty in obtaining purchased goods and services. We expect that many of our suppliers will face
the same or more challenging circumstances as we face in the current economic downturn, which could result
in an adverse effect on our cash flows and liquidity. Some suppliers or vendors could choose to provide
supplies or services to us on more stringent payment terms than those currently in place, such as by requiring
advance payment or payment upon delivery of such supplies or services. Additionally, some suppliers might
experience a worsening financial condition causing them to either withdraw from the market or be unable to
meet our expected timing for the receipt of goods ordered from them, either of which condition could adversely
affect our ability to serve our customers and lengthen the cycle time for transforming customer orders into cash
receipts. Additionally, if it is necessary to seek alternative sources of supply, the effects on our costs, cycle
time for cash collections, and customer satisfaction with us are uncertain.

Additional restructuring and impairment charges. If we are unable to generate the level of revenues, profits,
and cash flow contemplated by our business plan, management will be forced to take further action to focus our
business activities and align our cost structure with anticipated revenues. These actions, if necessary could
result in additional restructuring charges and/or asset impairment charges being recognized in 2009 and
beyond.

The economic crisis is particularly focused on the U.S. and Europe, which is the focus of the majority of our revenues
from our recently acquired operations. It is unclear how the current economic crisis will affect medical product
purchasing in the U.S., Europe, and other markets which might be viewed as more immune or better buffered from the
current economic crisis.

We maintain a direct sales force in the United States and Europe following our acquisition of Datascope s patient
monitoring device business that is costly and the maintenance of which could have a material adverse effect on our
business.

We acquired a substantial direct sales force in the United States and Europe through our acquisition of Datascope s
patient monitoring device business, and rely on direct sales for a significant portion of our revenues from these areas.
Maintaining a direct sales force is costly. We typically provide our direct sales personnel with payroll and other
benefits that we do not provide independent distributors. Many of these benefits are fixed costs that do not depend on
revenue generation. If our direct sales force fails to generate projected revenues, it could have a material adverse effect
on our business.

Maintaining a direct sales force and independent distribution network in the United States and Europe could result
in potential sales conflicts that would negatively impact our revenue and results of operations.
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Prior to our acquisition of Datascope s patient monitoring device business, we maintained independent distributor
relationships in the United States and Europe. With the addition of a direct sales force in these areas, we are currently
directly selling Datascope-branded products, Mindray-branded ultrasound systems and DPM-branded patient
monitoring devices. This creates the potential for conflict between our independent distributors and direct sales force.
If our independent distributors and direct sales force compete with each other, our independent

7
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distributors could reduce their selling prices for our products to make sales. Because we generate higher revenues
from direct sales, this would negatively impact our revenue. Further, independent existing and potential distributors
may decide not to sell our products or cease selling our products because of this potential conflict. Moreover, sales
conflicts could negatively impact the morale of our direct sales force.

We depend on distributors for a significant majority of our revenues and a significant portion of our revenue
growth. Failure to maintain relationships with our distributors would materially and adversely affect our business.

We depend on distributors for more than 65% of our revenues and for a significant portion of our revenue growth. We
typically do not have long-term distribution agreements. As our existing distribution agreements expire, we may be
unable to renew with our desired distributors on favorable terms or at all. In addition, we seek to limit our dependence
on any single distributor by limiting and periodically redefining the scope of each distributor s territory and the range
of our products that it sells, which may make us less attractive to some distributors. Furthermore, competition for
distributors is intense. We compete for distributors domestically and internationally with other leading medical
equipment and device companies that may have higher visibility, greater name recognition and financial resources,
and a broader product selection than we do. Our competitors also often enter into long-term distribution agreements
that effectively prevent their distributors from selling our products. Consequently, maintaining relationships with
existing distributors and replacing distributors may be difficult and time consuming. Any disruption of our distribution
network, including our failure to renew our existing distribution agreements with our desired distributors, could
negatively affect our ability to effectively sell our products and would materially and adversely affect our business,
financial condition and results of operations.

We may be unable to effectively structure and manage our distribution network, and our business, prospects and
brand may be materially and adversely affected by actions taken by our distributors.

We have limited ability to manage the activities of our distributors, who are independent from us. Our distributors
could take one or more of the following actions, any of which could have a material adverse effect on our business,
prospects and brand:

sell products that compete with our products that they have contracted to sell for us;

sell our products outside their designated territory, possibly in violation of the exclusive distribution rights of
other distributors;

fail to adequately promote our products;

fail to provide proper training, repair and service to our end-users; or

violate the anti-corruption laws of China, the United States or other countries.
Furthermore, although we attempt to structure our distribution network so that each of our products is sold with
similar effort, our distributors may focus selling efforts only on those products that provide them with the largest
margins at the expense of products that offer them smaller margins.
Failure to adequately manage our distribution network, or non-compliance by distributors with our distribution
agreements could harm our corporate image among end users of our products and disrupt our sales, resulting in a
failure to meet our sales goals. Furthermore, we could be liable for actions taken by our distributors, including any

violations of applicable law in connection with the marketing or sale of our products, including China s anti-corruption
laws and the U.S. Foreign Corrupt Practices Act, or FCPA. In particular, we may be held liable for actions taken by
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our distributors even though almost all of our distributors are non-U.S. companies that are not subject to the FCPA.
Our distributors may violate these laws or otherwise engage in illegal practices with respect to their sales or marketing
of our products. If our distributors violate these laws, we could be required to pay damages or fines, which could
materially and adversely affect our financial condition and results of operations. In addition, our brand and reputation,
our sales activities or the price of our ADSs could be adversely affected if our company becomes the target of any
negative publicity as a result of actions taken by our distributors.
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We may undertake acquisitions, which may have a material adverse effect on our ability to manage our business,
and may end up being unsuccessful.

Our growth strategy may involve acquisitions of new technologies, businesses, products or services or the creation of
strategic alliances in areas in which we do not currently operate. Future acquisitions could require that our
management develop expertise in new areas, manage new business relationships and attract new types of customers.
The diversion of our management s attention and any difficulties encountered in the integration of acquired businesses
could have an adverse effect on the ability to effectively manage our business.

International expansion may be costly, time consuming and difficult. If we do not successfully expand
internationally, our profitability and prospects would be materially and adversely affected.

Our success significantly depends upon our ability to expand in our existing international markets and enter into new
international markets. In expanding our business internationally, we have entered and intend to continue to enter
markets in which we have limited or no experience and in which our brand may be less recognized. To further
promote our brand and generate demand for our products so as to attract distributors in international markets, we
expect to spend more on marketing and promotion than we do in our existing markets. We may be unable to attract a
sufficient number of distributors, and our selected distributors may not be suitable for selling our products.
Furthermore, in new markets we may fail to anticipate competitive conditions that are different from those in our
existing markets. These competitive conditions may make it difficult or impossible for us to effectively operate in
these markets. If our expansion efforts in existing and new markets are unsuccessful, our profitability and prospects
would be materially and adversely affected.
We are exposed to other risks associated with international operations, including:

political instability;

economic instability and recessions;

changes in tariffs;

difficulties of administering foreign operations generally;

limited protection for intellectual property rights;

obligations to comply with a wide variety of foreign laws and other regulatory requirements;

increased risk of exposure to terrorist activities;

financial condition, expertise and performance of our international distributors;

export license requirements;

unauthorized re-export of our products;

potentially adverse tax consequences; and

inability to effectively enforce contractual or legal rights.
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Consolidation of our customer base and the formation of group purchasing organizations could adversely affect
our revenues.

In recent years, consolidation among health care providers and the formation of purchasing groups has imposed
pricing pressures. Our success in areas of health care provider consolidation and where purchasing organizations have
been formed depends partly on our ability to enter into contracts with group purchasing organizations and integrated
health networks. If we are unable to enter into contracts with group purchasing organizations and integrated health
networks on satisfactory terms or at all, our revenues would be adversely affected.
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We depend on our key personnel, and our business and growth may be severely disrupted if we lose their services.

Our success significantly depends upon the continued service of our key executives and other key employees. In
particular, we are highly dependent on our co-chief executive officers, Mr. Xu Hang and Mr. Li Xiting, to manage our
business and operations, and on our other key senior management for the operation of our business. If we lose the
services of any key senior management, we may not be able to locate suitable or qualified replacements, and may
incur additional expenses to recruit and train new personnel, which could severely disrupt our business and growth.
Furthermore, as we expect to continue to expand our operations and develop new products, we will need to continue
attracting and retaining experienced management, key research and development personnel, and salespeople.

Competition for personnel in the medical technology field is intense, and the availability of suitable and qualified
candidates in China, particularly Shenzhen, is limited. We compete to attract and retain qualified research and
development personnel with other medical device companies, universities and research institutions. Competition for
these individuals could cause us to offer higher compensation and other benefits in order to attract and retain them,
which could materially and adversely affect our financial condition and results of operations. We previously awarded
share-based compensation in connection with our initial public offering, some of which is still subject to vesting. We
additionally awarded a one-time retention bonus in connection with our acquisition of Datascope s patient monitoring
device business, which will be paid out subject to certain minimum employment conditions. Such retention awards
may cease to be effective to retain our current employees once the shares are vested and bonus amounts are paid out.
Additionally, our previously awarded equity grants were issued at exercise prices close to the current depressed
market price of our shares. We may need to increase our total compensation costs to attract and retain experienced
personnel required to achieve our business objectives and failure to do so could severely disrupt our business and
growth.

Our business is subject to intense competition, which may reduce demand for our products and materially and
adversely affect our business, financial condition, results of operations and prospects.

The medical device market is highly competitive, and we expect competition to intensify. In particular, competition in
the government tender arena has continued to intensify in recent years, creating significant pricing pressure. We face
direct competition in China, the U.S. and globally across all product lines and price points. Our competitors also vary
significantly according to business segments. Our competitors include publicly traded and privately held multinational
companies, as well as local companies in the markets where we sell our products. We face competition from
companies that have local operations in the markets in which we sell our products who may have lower cost
structures, domestic support, or local protect through tariff and non-tariff barriers. In the U.S., where we compete with
a direct sales force and services team, we face competition from companies that have a better capitalization, a wider
range of products, and greater understanding of the market given their longer history of operations. Some of our larger
competitors may have:

greater financial and other resources;

larger variety of products;

more products that have received regulatory approvals;

greater pricing flexibility;

more extensive research and development and technical capabilities;

patent portfolios that may present an obstacle to our conduct of business;
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greater knowledge of local market conditions where we seek to increase our international sales;
capability to offer vendor financing or leasing arrangements;

stronger brand recognition; and

larger sales and distribution networks.
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As aresult, we may be unable to offer products similar to, or more desirable than, those offered by our competitors,
market our products as effectively as our competitors or otherwise respond successfully to competitive pressures. In
addition, our competitors may be able to offer discounts on competing products as part of a bundle of non-competing
products, systems and services that they sell to our customers, and we may not be able to profitably match those
discounts. Furthermore, our competitors may develop technologies and products that are more effective than those we
currently offer or that render our products obsolete or uncompetitive. In addition, the timing of the introduction of
competing products into the market could affect the market acceptance and market share of our products. Our failure

to compete successfully could materially and adversely affect our business, financial condition, results of operation

and prospects.

Moreover, some of our competitors based outside China have established or are in the process of establishing
production and research and development facilities in China, while others have entered into cooperative business
arrangements with Chinese manufacturers. If we are unable to develop competitive products, obtain regulatory
approval or clearance and supply sufficient quantities to the market as quickly and effectively as our competitors,
market acceptance of our products may be limited, which could result in decreased sales. In addition, we may not be
able to maintain our manufacturing cost advantage. In other emerging markets, we have also seen larger competitors
setting up sizable local businesses or acquiring local competitors or distributors, which allow them to be more
competitive in their pricing and distribution infrastructure.

In addition, we believe that corrupt practices in the medical device industry in China and certain emerging markets
still occur. To increase sales, certain manufacturers or distributors of medical devices may pay kickbacks or provide
other benefits to hospital personnel who make procurement decisions. Our company policy prohibits these practices
by our direct sales personnel and our distribution agreements require our distributors to comply with applicable law.
As a result, as competition intensifies in the medical device industry in these markets, we may lose sales, customers or
contracts to competitors.

If we fail to accurately project demand for our products, we may encounter problems of inadequate supply or
oversupply, especially with respect to our international markets, which would materially and adversely affect our
financial condition and results of operations, as well as damage our reputation and brand.

Our distributors typically order our products on a purchase order basis. We project demand for our products based on
rolling projections from our distributors, our understanding of anticipated hospital procurement spending, and
distributor inventory levels. Lack of significant order backlog and the varying sales and purchasing cycles of our
distributors and other customers, however, make it difficult for us to forecast future demand accurately.

Our projections of market demand for our products in countries where we lack a direct sales force are generally less
reliable than in countries where we do have a direct sales force because we have less information available on which
to base our projections. Specifically, we do not have consistently reliable information regarding international
distributor inventory levels in these markets, and we sometimes lack extensive knowledge of local market conditions
or about distributor purchasing patterns, preferences, or cycles. Furthermore, because shipping finished products to
international distributors typically takes longer than shipping to domestic distributors, inaccurate demand projections
can result more quickly in unmet demand. We additionally may have unpredictably large tender sales orders for which
we may have insufficient inventory to fill along with the additional orders in our pipeline.

If we overestimate demand, we may purchase more raw materials or components than required. If we underestimate
demand, our third party suppliers may have inadequate raw material or product component inventories, which could
interrupt our manufacturing and delay shipments, and could result in lost sales. In particular, we are seeking to

manage our procurement and inventory costs by matching our inventories closely with our projected manufacturing
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needs and by, from time to time, deferring our purchase of raw materials and components in anticipation of supplier
price reductions. As we seek to balance reduced inventory costs and production flexibility, we may fail to accurately
forecast demand and coordinate our procurement and production to meet demand on a timely basis. Our
underestimation of demand, coupled with our decision to defer our purchase of new raw materials and components in
anticipation of a reduction in pricing for certain raw materials and components at the beginning of a new calendar
year, resulted in up to three-week delays in our product deliveries
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internationally. Our inability to accurately predict our demand and to timely meet our demand could materially and
adversely affect our financial conditions and results of operations as well as damage our reputation and corporate
brand.

We currently principally rely on three manufacturing, assembly and storage facilities for our products and are
developing two additional facilities. Any disruption to our current manufacturing facilities or in the development of
these new facilities could reduce or restrict our sales and harm our reputation.

We manufacture, assemble and store a substantial majority of our products, as well as conduct some of our research
and development activities at our two facilities located in Shenzhen, China. We also manufacture, assemble and store
a significant number of products at our Mahwah, New Jersey facility. We conduct some of our primary research and
development activities at our headquarters. We do not maintain other back-up facilities, so we depend on these
facilities for the continued operation of our business. A natural disaster or other unanticipated catastrophic events,
including power interruptions, water shortage, storms, fires, earthquakes, terrorist attacks and wars, could significantly
impair our ability to manufacture our products and operate our business, as well as delay our research and
development activities. Our facilities and certain equipment located in these facilities would be difficult to replace and
could require substantial replacement lead-time. Catastrophic events may also destroy any inventory located in our
facilities. The occurrence of such an event could materially and adversely affect our business.

We are developing a new research and development center adjacent to our headquarters in Shenzhen, and, pursuant to
an agreement with the Government of the Nanjing Jiangning Development Zone, are developing a new research and
development and manufacturing facility in Nanjing. These facilities require significant build-out before they will be
fully operational. We may experience difficulties that disrupt our manufacturing activities, management and
administration, or research and development as we migrate or expand to these facilities. Moreover, we may not realize
their anticipated benefits. Any of these factors could reduce or restrict our sales and harm our reputation and have a
material adverse effect on our business, financial condition, results of operations and prospects.

If we are unable to obtain adequate supplies of required materials and components that meet our production
standards at acceptable costs or at all, our ability to accept and fulfill product orders with the required quality and
at the required time could be restricted, which could materially and adversely affect our business, financial
condition and results of operations.

We purchase raw materials and components from third party suppliers and manufacture and assemble our products at
our facility. Our purchases are generally made on a purchase order basis and we do not have long-term supply
contracts. As a result, our suppliers may cease to provide components to us with little or no advance notice. In
addition, to optimize our cost structure, we rely on single source suppliers to provide approximately 25% by value of
our raw materials and components, primarily for proprietary integrated circuits for products across our business
segments. No single source supplier accounted for more than 5% of our total supply purchases in 2008. Interruptions
in certain material or component supplies could delay our manufacturing and assembly processes. We also may be
unable to secure alternative supply sources in a timely and cost-effective manner. If we are unable to obtain adequate
supplies of required materials and components that meet our production standards at acceptable costs or at all, our
ability to accept and fulfill product orders with the required quality, and at the required time could be restricted. This
could harm our reputation, reduce our sales or gross margins, and cause us to lose market share, each of which could
materially and adversely affect our business, financial condition and results of operations.

Failure to successfully manage our growth could strain our management, operational and other resources, which
could materially and adversely affect our business and prospects.
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Our growth strategy includes building our brand, increasing market penetration of our existing products, developing
new products, increasing our targeting of large-sized hospitals in China, and increasing our exports.
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Pursuing these strategies has resulted in, and will continue to result in substantial demands on management resources.
In particular, the management of our growth will require, among other things:

continued enhancement of our research and development capabilities;

hiring and training of new personnel;

information technology system enhancement;

stringent cost controls and sufficient liquidity;

strengthening of financial and management controls and information technology systems; and
increased marketing, sales and sales support activities.

If we are unable to successfully manage our growth, our business and prospects would be materially and adversely
affected.

We may need additional capital, and we may be unable to obtain such capital in a timely manner or on acceptable
terms, or at all.

For us to grow, remain competitive, develop new products, and expand our distribution network, we may require
additional capital. Our ability to obtain additional capital is subject to a variety of uncertainties, including:

our future financial condition, results of operations and cash flows;
general market conditions for capital raising activities by medical device and related companies; and
economic, political and other conditions in China and internationally.

We may be unable to obtain additional capital in a timely manner or on acceptable terms or at all. Furthermore, the
terms and amount of any additional capital raised through issuances of equity securities may result in significant
shareholder dilution.

We depend on information technology, or IT, to support our business operations, the failure of which would
materially and adversely affect our business, results of operations and prospects.

We are currently in the process of implementing an SAP ERP system to replace the existing system of our U.S. and
European operations. When we acquired the patient monitoring device business of Datascope, it shared many
hardware and software resources with the business of Datascope that we did not acquire and was subsequently
acquired by another company. This shared architecture significantly complicates the task of migrating hardware and
software to a standalone IT system. The migration may lead to unforeseen complications and expenses, and our failure
to efficiently migrate the IT system could substantially disrupt our business. Once the migration is complete, we
intend to build a single, globally integrated IT infrastructure consistent across our China, U.S. and European
operations. This integration is complicated by broad geographies, differing languages and business models between
historic Mindray and our acquired operations. Our failure to successfully integrate our IT systems across our China,
U.S. and European operations could result in substantial costs and diversion of resources and management attention,
which could harm our business and competitive position.
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If we fail to protect our intellectual property rights, it could harm our business and competitive position.

We rely on a combination of patent, copyright, trademark and trade secret laws and non-disclosure agreements and
other methods to protect our intellectual property rights. We have patents and patent applications pending in China
covering various products and aspects of our products. We have patents and have also filed patent applications in the
United States and Europe, which cover some of the more commercially significant aspects of our products and
technologies.

Due to the different regulatory bodies and varying requirements in the United States, China and elsewhere, we may be
unable to obtain patent protection for certain aspects of our products or technologies in either or both of these

countries.
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The process of seeking patent protection can be lengthy and expensive, our patent applications may fail to result in
patents being issued, and our existing and future patents may be insufficient to provide us with meaningful protection
or commercial advantage. Our patents and patent applications may also be challenged, invalidated or circumvented.

We also rely on trade secret rights to protect our business through non-disclosure provisions in employment
agreements with employees. If our China-based employees breach their non-disclosure obligations, we may not have
adequate remedies in China, and our trade secrets may become known to our competitors.

Implementation of PRC intellectual property-related laws has historically been lacking, primarily because of
ambiguities in the PRC laws and enforcement difficulties. Accordingly, intellectual property rights and confidentiality
protections in China may not be as effective as in the United States or other western countries. Furthermore, policing
unauthorized use of proprietary technology is difficult and expensive, and we may need to resort to litigation to
enforce or defend patents issued to us or to determine the enforceability, scope and validity of our proprietary rights or
those of others. Such litigation and an adverse determination in any such litigation, if any, could result in substantial
costs and diversion of resources and management attention, which could harm our business and competitive position.

We may be exposed to intellectual property infringement and other claims by third parties which, if successful,
could disrupt our business and have a material adverse effect on our financial condition and results of operations.

Our success depends, in large part, on our ability to use and develop our technology and know-how without infringing
third party intellectual property rights. As we increase our product sales internationally, and as litigation becomes
more common in China, we face a higher risk of being the subject of claims for intellectual property infringement,
invalidity or indemnification relating to other parties proprietary rights. Our current or potential competitors, many of
which have substantial resources and have made substantial investments in competing technologies, may have or may
obtain patents that will prevent, limit or interfere with our ability to make, use or sell our products in China, the U.S.
or Europe. The validity and scope of claims relating to medical device technology patents involve complex scientific,
legal and factual questions and analysis and, as a result, may be highly uncertain. In addition, the defense of
intellectual property suits, including patent infringement suits, and related legal and administrative proceedings can be
both costly and time consuming and may significantly divert the efforts and resources of our technical and
management personnel. Furthermore, an adverse determination in any such litigation or proceedings to which we may
become a party could cause us to:

pay damage awards;

seek licenses from third parties;

pay ongoing royalties;

redesign our products; or

be restricted by injunctions,
each of which could effectively prevent us from pursuing some or all of our business and result in our customers or
potential customers deferring or limiting their purchase or use of our products, which could have a material adverse

effect on our financial condition and results of operations.

Unauthorized use of our brand names by third parties, and the expenses incurred in developing and preserving the
value of our brand name, may adversely affect our business.
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We regard our brand names as critical to our success. Unauthorized use of our brand names by third parties may
adversely affect our business and reputation, including the perceived quality and reliability of our products. We rely
on trademark law, company brand name protection policies, and agreements with our employees, customers, business
partners and others to protect the value of our brand names. Despite our precautions, we may be unable to prevent
third parties from using our brand names without authorization. In the past, we have experienced unauthorized use of
our brand names in China and have expended resources and the attention and time of our
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management to successfully prosecute those who used our brand names without authorization. Moreover, litigation
may be necessary to protect our brand names. However, because the validity, enforceability and scope of protection of
trademarks in the PRC are uncertain and still evolving, we may not be successful in prosecuting these cases. Future
litigation could also result in substantial costs and diversion of our resources, and could disrupt our business, as well
as have a material adverse effect on our financial condition and results of operations. In addition, we are in the process
of registering our brand names and logos as trademarks in countries outside of China. Our registration applications
may not be successful in certain countries, which could weaken the protection of our brand names in those countries
or may require that we market our products under different names in those countries.

If we fail to obtain or maintain applicable regulatory clearances or approvals for our products, or if such
clearances or approvals are delayed, we will be unable to commercially distribute and market our products at all or
in a timely manner, which could significantly disrupt our business and materially and adversely affect our sales
and profitability.

The sale and marketing of the medical device products we offer in China are subject to regulation in China and in
most other countries where we conduct business. For a significant portion of our sales, we need to obtain and renew
licenses and registrations with the PRC State Food and Drug Administration, or SFDA, the United States FDA, and
the European regulators administering CE marks in the European Union. The processes for obtaining regulatory
clearances or approvals can be lengthy and expensive, and the results are unpredictable. In addition, the relevant
regulatory authorities may introduce additional requirements or procedures that have the effect of delaying or
prolonging the regulatory clearance or approval for our existing or new products. For example, personnel and policy
changes at SFDA has slowed the approval process and delayed some of our planned product launches in 2008. If we
are unable to obtain clearances or approvals needed to market existing or new products, or obtain such clearances or
approvals in a timely fashion, our business would be significantly disrupted, and our sales and profitability could be
materially and adversely affected. See Item 4.B, Information on the Company Business Overview Regulation .

We are subject to product liability exposure and have limited insurance coverage. Any product liability claims or
potential safety-related regulatory actions could damage our reputation and materially and adversely affect our
business, financial condition and results of operations.

Our main products are medical devices used in the diagnosis and monitoring of patients, exposing us to potential
product liability claims if their use causes or results in, or is alleged to have caused or resulted in, in each case either
directly or indirectly, personal injuries or other adverse effects. Any product liability claim or regulatory action could
be costly and time-consuming to defend. If successful, product liability claims may require us to pay substantial
damages. We maintain limited product liability insurance to cover potential product liability arising from the use of
our products. As a result, future liability claims could be excluded or could exceed the coverage limits of our policy.
As we expand our sales internationally and increase our exposure to these risks in many countries, we may be unable
to maintain sufficient product liability insurance coverage on commercially reasonable terms, or at all. A product
liability claim or potential safety-related regulatory action, with or without merit, could result in significant negative
publicity and materially and adversely affect the marketability of our products and our reputation, as well as our
business, financial condition and results of operations.

Moreover, a material design, manufacturing or quality failure or defect in our products, other safety issues or
heightened regulatory scrutiny could each warrant a product recall by us and result in increased product liability
claims. If authorities in the countries where we sell our products decide that these products failed to conform to
applicable quality and safety requirements, we could be subject to regulatory action. In China, violation of PRC
product quality and safety requirements may subject us to confiscation of related earnings, penalties, an order to cease
sales of the violating product or to cease operations pending rectification. Furthermore, if the violation is determined
to be serious, our business license to manufacture or sell violating and other products could be suspended or revoked.
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Our quarterly revenues and operating results are difficult to predict and could fall below investor expectations,
which could cause the trading price of our ADSs to decline.

Our quarterly revenues and operating results have fluctuated in the past and may continue to fluctuate significantly
depending upon numerous factors. In particular, the first and third quarters of each year historically have lower, and
the fourth quarter historically has higher, revenues and operating results than the other quarters of the year. We believe
that our weaker first quarter performance has been largely due to the Chinese Lunar New Year holiday and that our
weaker third quarter performance has largely been due to summer holidays. We believe our stronger fourth quarter
performance has been largely due to our customers spending their remaining annual budget amounts. Other factors
that may affect our quarterly results include:

global economic conditions;

our ability to attract and retain distributors and key customers;

changes in pricing policies by us or our competitors;

variations in customer purchasing cycles;

our sales and delivery cycle length;

the timing and market acceptance of new product introductions by us or our competitors;
our ability to expand into and further penetrate international markets;

the timing of receipt of government incentives;

Inventory value readjustments due to yearend supplier pricing renegotiation;

changes in the industry operating environment; and

changes in government policies or regulations, including new product approval procedures, or their
enforcement.

Many of these factors are beyond our control, making our quarterly results difficult to predict, which could cause the
trading price of our ADSs to decline below investor expectations. You should not rely on our results of operations for
prior quarters as an indication of our future results.

Fluctuations in exchange rates could result in foreign currency exchange losses.

As of December 31, 2008, our cash and cash equivalents were denominated in Renminbi, U.S. dollars, euro and the
British pound. In 2007, we began requiring payment in euro from customers located in jurisdictions where the euro is
the official currency. As a result, fluctuations in exchange rates between the Renminbi, the U.S. dollar, the euro and
the pound affect our relative purchasing power, revenue, expenses and earnings per share in U.S. dollars. In addition,
appreciation or depreciation in the value of the Renminbi, euro and the pound relative to the U.S. dollar could affect
our financial results prepared and reported in U.S. dollar terms without giving effect to any underlying change in our
business, financial condition or results of operations. The Renminbi is pegged against a basket of currencies,
determined by the People s Bank of China, against which it can rise or fall by as much as 0.5% each day. The
Renminbi may appreciate or depreciate significantly in value against the U.S. dollar, the euro or the pound in the long
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term, depending on the fluctuation of the basket of currencies against which it is currently valued, or it may be
permitted to enter into a full float, which may also result in a significant appreciation or depreciation of the Renminbi
against the U.S. dollar, the euro or the pound. Fluctuations in exchange rates will also affect the relative value of any
dividends we issue, which will be exchanged into U.S. dollars and earnings from and the value of any

U.S. dollar-denominated investments we make.

Appreciation of the Renminbi relative to other foreign currencies could decrease the per unit revenues generated from
international sales. If we increased our international pricing to compensate for the reduced purchasing power of
foreign currencies, we would decrease the market competitiveness, on a price basis, of our products. This could result
in a decrease in our international sales volumes.
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Very limited hedging instruments are available in China to reduce our exposure to Renminbi exchange rate
fluctuations. While we may decide to enter into Renminbi hedging transactions, the effectiveness of these hedges may
be limited and we may not be able to successfully hedge our exposure at all. In addition, PRC exchange control
regulations that restrict our ability to convert Renminbi into foreign currencies could magnify our currency exchange
risks. While we may enter into hedging transactions in an effort to reduce our exposure to other foreign currency
exchange risks, the effectiveness of these hedges may be limited and we may not be able to successfully hedge our
exposure at all.

Our revenues and profitability could be materially and adversely affected if there is a disruption in our existing
arrangements with our original design manufacturing and original equipment manufacturing customers.

In 2007 and 2008, ODM and OEM customers together accounted for 5.9% and 1.1%, respectively, of our net
revenues. We have invested significant time and resources in cultivating these relationships. In particular, we are
typically required to undergo lengthy product approval processes with these customers, which in some cases can take
up to 16 months. The length of the approval process may vary and is affected by a number of factors, including
customer priorities, customer budgets and regulatory issues. Delays in the product approval process could materially
and adversely affect our business, financial condition and results of operations. Moreover, our ODM and OEM
customers may develop their own solutions or adopt a competitor s solution for products that they currently purchase
from us. We may be unable to maintain our existing arrangements with our ODM and OEM customers. In particular,
any failure in generating orders from these customers or decrease in sales to these customers, as well as any adoption
by these customers of their own or our competitors product solutions, could have a material adverse effect on our
revenues and profitability.

Our corporate actions are substantially controlled by our principal shareholders. Our dual-class ordinary share
structure with different voting rights could discourage others from pursuing any change of control transactions
that our shareholders may view as beneficial.

Our ordinary shares are divided into Class A ordinary shares and Class B ordinary shares. Holders of Class A ordinary
shares are entitled to one vote per share, while holders of Class B ordinary shares are entitled to five votes per share.

As of the date of this annual report, three of our shareholders and their affiliated entities owned approximately 33.5%
of our outstanding ordinary shares, representing approximately 68.8% of our voting power due to our dual-class
ordinary share structure. Our co-chief executive officers, Mr. Xu Hang and Mr. Li Xiting, and our executive vice
president of strategic development, Mr. Cheng Minghe, through their respective affiliates, hold all of our Class B
ordinary shares. These shareholders will continue to exert control over all matters subject to shareholder vote until
they collectively own less than 20% of our outstanding ordinary shares. This concentration of voting power may
discourage, delay or prevent a change in control or other business combination, which could deprive you of an
opportunity to receive a premium for your ADSs as part of a sale of our company and might reduce the trading price
of our ADSs. The interests of Mr. Xu, Mr. Li, and Mr. Cheng as officers and employees of our company may differ
from their interests as shareholders of our company or from your interests as a shareholder.

Anti-takeover provisions in our charter documents may discourage our acquisition by a third party, which could
limit our shareholders opportunity to sell their shares, including Class A ordinary shares represented by our
ADSs, at a premium.

Our amended and restated memorandum and articles of association include provisions that could limit the ability of
others to acquire control of us, modify our structure or cause us to engage in change of control transactions. These
provisions could have the effect of depriving our shareholders of an opportunity to sell their shares, including Class A
ordinary shares represented by ADSs, at a premium over prevailing market prices by discouraging third parties from
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seeking to obtain control of us in a tender offer or similar transaction.

For example, our board of directors has the authority, without further action by our shareholders, to issue preferred
shares in one or more series and to fix the powers and rights of these shares, including dividend rights,
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conversion rights, voting rights, terms of redemption and liquidation preferences, any or all of which may be greater
than the rights associated with our Class A ordinary shares. Preferred shares could be issued quickly with terms
calculated to delay or prevent a change in control or make removal of management more difficult. In addition, if our
board of directors authorizes the issuance of preferred shares, the trading price of our ADSs may fall and the voting
and other rights of the holders of our Class A ordinary shares may be materially and adversely affected.

Certain actions require the approval of at least two-thirds of our board of directors which, among other things, would
allow our non-independent directors to block a variety of actions or transactions, such as a merger, asset sale or other
change of control, even if our independent directors unanimously voted in favor of such action, thereby further
depriving our shareholders of an opportunity to sell their shares at a premium. In addition, our directors serve
staggered terms of three years each, which means that shareholders can elect or remove only a limited number of our
directors in any given year. The length of these terms could present an additional obstacle against the taking of action,
such as a merger or other change of control, that could be in the interest of our shareholders.

We may become a passive foreign investment company, or PFIC, which could result in adverse U.S. federal income
tax consequences to U.S. holders.

Depending upon the value of our ordinary shares and ADSs and the nature of our assets and income over time, we
could be classified as a passive foreign investment company, or PFIC, for U.S. federal income tax purposes.

We will be classified as a PFIC in any taxable year if either: (1) the average percentage value of our gross assets
during the taxable year that produce passive income or are held for the production of passive income is at least 50% of
the value of our total gross assets or (2) 75% or more of our gross income for the taxable year is passive income.
According to these technical rules, we would likely become a PFIC if the value of our outstanding ordinary shares and
ADSs were to decrease significantly while we hold substantial cash and cash equivalents.

We believe we were not a PFIC for U.S. federal income tax purposes for our taxable year ended December 31, 2008.
Although we intend to conduct our business activities in a manner to reduce the risk of our classification as a PFIC in

the future, we currently hold, and expect to continue to hold, a substantial amount of cash and other passive assets,

and, because the value of our assets is likely to be determined in large part by reference to the market prices of our

ADSs and ordinary shares, which are likely to fluctuate, there can no assurance that we will not be classified as a

PFIC for 2009 or any future taxable year. If we are a PFIC for any taxable year during which a U.S. investor held our

ADSs or ordinary shares, certain adverse U.S. federal income tax consequences would apply to the U.S. investor. For

more information on the U.S. federal income tax consequences to U.S. investors that would result from our

classification as a PFIC, please see Item 10.E, Taxation U.S. Federal Income Taxation U.S. Holders Passive Foreign
Investment Company .

We may be unable to ensure compliance with United States economic sanctions laws, especially when we sell our
products to distributors over which we have limited control.

The U.S. Department of the Treasury s Office of Foreign Assets Control, or OFAC, administers certain laws and
regulations that impose penalties upon U.S. persons and, in some instances, foreign entities owned or controlled by
U.S. persons, for conducting activities or transacting business with certain countries, governments, entities or
individuals subject to U.S. economic sanctions, or U.S. Economic Sanctions Laws. We will not use any proceeds,
directly or indirectly, from sales of our ADSs, to fund any activities or business with any country, government, entity
or individual with respect to which U.S. persons or, as appropriate, foreign entities owned or controlled by

U.S. persons, are prohibited by U.S. Economic Sanctions Laws from conducting such activities or transacting such
business. However, we sell our products in international markets through independent non-U.S. distributors which are
responsible for interacting with the end-users of our products. Some of these independent non-U.S. distributors are
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located in or conduct business with countries subject to U.S. economic sanctions such as Cuba, Sudan, Iran, Syria and
Myanmar, and we may not be able to ensure that such non-U.S. distributors comply with any applicable
U.S. Economic Sanctions Laws.

Moreover, if a U.S. distributor or one of our United States subsidiaries, Mindray USA Corp. or Mindray DS USA Inc.,
conducts activities or transacts business with a country, government, entity or individual subject to U.S. economic
sanctions, such actions may violate U.S. Economic Sanctions Laws. As a result of the foregoing,
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actions could be taken against us that could materially and adversely affect our reputation and have a material and
adverse effect on our business, financial condition, results of operations and prospects.

We may be unable to maintain an effective system of internal control over financial reporting, and as a result we
may be unable to accurately report our financial results or prevent fraud.

We are subject to provisions of the Sarbanes-Oxley Act. Section 404 of the Sarbanes-Oxley Act, or Section 404,
requires that we include a report from management on our internal control over financial reporting in our annual
reports on Form 20-F. In addition, our independent registered public accounting firm must attest to and report on the
operating effectiveness of our internal control over financial reporting. While our management concluded that our
internal control over financial reporting is effective as of December 31, 2008, and our independent registered public
accounting firm reported on our internal controls over financial reporting, our management may conclude in the future
that our internal controls are not effective. Furthermore, our acquisition of Datascope s patient monitoring device
business presents new Section 404 challenges, as the related financial reporting must be included in our Section 404
assessment for the year ending December 31, 2009. Our or our independent public accounting firm s failure to
conclude that our internal control over financial reporting is effective could result in a loss of investor confidence in
the reliability of our reporting processes, which could materially and adversely affect the trading price of our ADSs.

Our reporting obligations as a public company will continue to place a significant strain on our management,
operational and financial resources and systems for the foreseeable future. Our failure to maintain effective internal
control over financial reporting could result in the loss of investor confidence in the reliability of our financial
reporting processes, which in turn could harm our business and negatively impact the trading price of our ADSs.

RISKS RELATED TO DOING BUSINESS IN CHINA

Changes in China s economic, political and social condition could adversely affect our financial condition and
results of operations.

We conduct a substantial majority of our business operations in China and derived approximately half of our 2008
revenues from sales in China. Accordingly, our business, financial condition, results of operations and prospects are
affected to a significant degree by economic, political and social conditions in China. The PRC economy differs from
the economies of most developed countries in many respects, including the amount of government involvement, level
of development, growth rate, control of foreign exchange and allocation of resources. The PRC government has
implemented various measures to encourage, but also to control, economic growth and guide the allocation of
resources. Some of these measures benefit the overall PRC economy, but may also have a negative effect on us. For
example, our financial condition and results of operations may be adversely affected by changes in tax regulations
applicable to us.

The PRC legal system embodies uncertainties that could limit the legal protections available to you and us.

The PRC legal system is a civil law system based on written statutes. Unlike common law systems, it is a system in
which decided legal cases have limited precedential value. In 1979, the PRC government began to promulgate a
comprehensive system of laws and regulations governing economic matters in general. The overall effect of
legislation over the past three decades has significantly increased the protections afforded to various forms of foreign
investment in China. Our PRC operating subsidiary, Shenzhen Mindray, is a foreign-invested enterprise and is subject
to laws and regulations applicable to foreign investment in China as well as laws and regulations applicable to
foreign-invested enterprises. These laws and regulations change frequently, and their interpretation and enforcement
involve uncertainties. For example, we may have to resort to administrative and court proceedings to enforce the legal
protections that we enjoy either by law or contract. However, since PRC administrative and court authorities have
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significant discretion in interpreting and implementing statutory and contractual terms, it may be more difficult to
evaluate the outcome of administrative and court proceedings and the level of legal protection we enjoy than in more
developed legal systems. These uncertainties may also impede our ability to enforce the
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contracts we have entered into. As a result, these uncertainties could materially and adversely affect our business and
operations.

Recent PRC regulations relating to offshore investment activities by PRC residents may increase the administrative
burden we face and create regulatory uncertainties that could restrict our overseas and cross-border investment
activity, and a failure by our shareholders who are PRC residents to make any required applications and filings
pursuant to such regulations may prevent us from being able to distribute profits and could expose us and our PRC
resident shareholders to liability under PRC law.

In October 2005, the PRC State Administration of Foreign Exchange, or SAFE, promulgated regulations that require
PRC residents and PRC corporate entities to register with and obtain approvals from relevant PRC government
authorities in connection with their direct or indirect offshore investment activities. These regulations apply to our
shareholders who are PRC residents in connection with our prior and any future offshore acquisitions.

The SAFE regulation required registration by March 31, 2006 of direct or indirect investments previously made by
PRC residents in offshore companies prior to the implementation of the Notice on Issues Relating to the
Administration of Foreign Exchange in Fund-Raising and Reverse Investment Activities of Domestic Residents
Conducted via Offshore Special Purpose Companies on November 1, 2005. If a PRC shareholder with a direct or
indirect stake in an offshore parent company fails to make the required SAFE registration, the PRC subsidiaries of
such offshore parent company may be prohibited from making distributions of profit to the offshore parent and from
paying the offshore parent proceeds from any reduction in capital, share transfer or liquidation in respect of the PRC
subsidiaries. Furthermore, failure to comply with the various SAFE registration requirements described above could
result in liability under PRC law for foreign exchange evasion.

We previously notified and urged our shareholders, and the shareholders of the offshore entities in our corporate
group, who are PRC residents to make the necessary applications and filings, as required under this regulation.
However, as these regulations are relatively new and there is uncertainty concerning their reconciliation with other
approval requirements, it is unclear how they, and any future legislation concerning offshore or cross-border
transactions, will be interpreted, amended and implemented by the relevant government authorities. While we believe
that these shareholders submitted applications with local SAFE offices, some of our shareholders may not comply
with our request to make or obtain any applicable registrations or approvals required by the regulation or other related
legislation. The failure or inability of our PRC resident shareholders to obtain any required approvals or make any
required registrations may subject us to fines and legal sanctions, prevent us from being able to make distributions or
pay dividends, as a result of which our business operations and our ability to distribute profits to you could be
materially and adversely affected.

We rely principally on dividends and other distributions on equity paid by our operating subsidiary to fund cash
and financing requirements, and limitations on the ability of our operating subsidiary to pay dividends to us could
have a material adverse effect on our ability to conduct our business.

We are a holding company, and we rely principally on dividends and other distributions on equity paid by our
operating subsidiary Shenzhen Mindray for our cash and financing requirements, including the funds necessary to pay
dividends and other cash distributions to our shareholders, service any debt we may incur and pay our operating
expenses. If Shenzhen Mindray incurs debt on its own behalf, the instruments governing the debt may restrict its
ability to pay dividends or make other distributions to us. Furthermore, relevant PRC laws and regulations permit
payments of dividends by Shenzhen Mindray only out of its retained earnings, if any, determined in accordance with
PRC accounting standards and regulations.
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Under PRC laws and regulations, Shenzhen Mindray is required to set aside a portion of its net income each year to
fund certain statutory reserves. These reserves, together with the registered equity, are not distributable as cash
dividends. As of December 31, 2008, the amount of these restricted portions was approximately RMB525.0 million
($76.7 million). As a result of these PRC laws and regulations, Shenzhen Mindray is restricted in its ability to transfer
a portion of its net assets to us whether in the form of dividends, loans or advances. Limitations on the ability of
Shenzhen Mindray to pay dividends to us could adversely limit our ability to grow, make investments or acquisitions
that could be beneficial to our businesses, pay dividends, or otherwise fund and conduct our business.
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Restrictions on currency exchange may limit our ability to utilize our revenues effectively.

A significant portion of our revenues and a majority of our operating expenses are denominated in Renminbi. The
Renminbi is currently convertible under the current account, which includes dividends, trade and service-related
foreign exchange transactions, but not under the capital account, which includes foreign direct investment and loans.
Currently, Shenzhen Mindray may purchase foreign exchange for settlement of current account transactions, including
payment of dividends to us, without the approval of SAFE. However, the relevant PRC governmental authorities may
limit or eliminate our ability to purchase foreign currencies. Since a significant portion of our future revenues will be
denominated in Renminbi, any existing and future restrictions on currency exchange may limit our ability to utilize
revenues generated in Renminbi to fund our business activities outside of China denominated in foreign currencies.
Foreign exchange transactions under the capital account are still subject to limitations and require approvals from, or
registration with, SAFE and other relevant PRC governmental authorities. This could affect the ability of Shenzhen
Mindray to obtain foreign exchange through debt or equity financing, including by means of loans or capital
contributions from us.

The discontinuation of any of the preferential tax treatments or the financial incentives currently available to us in
the PRC could adversely affect our financial condition and results of operations.

Before 2008, China maintained a dual tax system that contained one set of tax rules for PRC domestic enterprises and
one for foreign-invested enterprises, or FIEs. Though both domestic enterprises and FIEs were subject to the same
income tax rate of 33%, there are various preferential tax treatments that were generally only available to FIEs, which
resulted in the effective tax rates of FIEs being generally lower than those of domestic enterprises. The PRC
government had provided various incentives to Shenzhen Mindray, which is an FIE. These incentives included
reduced tax rates and other measures. For example, Shenzhen Mindray enjoyed preferential tax treatment, in the form
of reduced tax rates or tax holidays, provided by the PRC government or its local agencies or bureaus. Shenzhen
Mindray benefited from a 15% preferential corporate income tax rate and the preferential policy of two years of
exemption and six years of 50% reduction of corporate income tax from the year it became profitable, resulting in an
effective income tax rate of 7.5% through the end of 2006. Beijing Mindray is entitled to an enterprise income tax
exemption for three years from its first year of operations and 50% tax reduction for the fourth to sixth year. Without
these tax holidays and concessions, we would have had to pay additional tax totaling $4.1 million, $Nil and $Nil in
2006, 2007, and 2008, respectively.

The China Unified Enterprise Income Tax Law, or the New EIT Law, and its implementing rules became effective on
January 1, 2008. The New EIT Law significantly curtails tax incentives granted to FIEs under the previous tax law.
The New EIT Law, however, (i) reduces the top rate of enterprise income tax from 33% to 25%, (ii) permits
companies to continue to enjoy their existing tax incentives, subject to certain transitional phase-out rules, and

(iii) introduces new tax incentives, subject to various qualification criteria. The New EIT Law and its implementing
rules permit qualified New and Hi-Tech Enterprises to enjoy a reduced 15% EIT rate. The recently published
qualification criteria are significantly higher than those prescribed by the old tax rules under which we had been
granted preferential treatment. Shenzhen Mindray and Beijing Mindray had obtained the qualification certificates of
New and Hi-Tech Enterprises status in 2008 with a valid period of three years starting from 2008 to 2010. However,
the continued qualification of a New and Hi-Tech Enterprise for calendar years of 2009 and 2010 will be subject to
annual evaluation by the relevant government authority in China. In addition, Shenzhen Mindray and Beijing Mindray
will need to apply for an additional three-year extension upon the expiration of the current qualification certificate if
they desire to continue to enjoy the 15% reduced rate. We cannot assure you that Shenzhen Mindray and Beijing
Mindray will continue to qualify as New and Hi-Tech Enterprises under the New EIT Law, or that the local tax
authorities will not, in the future, change their position and revoke any of our past preferential tax treatments. The
discontinuation of any of our preferential tax treatments could materially increase our tax obligations. Under the
phase-out rules of New EIT Law, enterprises established before the promulgation date of the New EIT Law and which
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were granted preferential EIT treatment under the then effective tax laws or regulations may continue to enjoy their
preferential tax treatments until their expiration. Accordingly, Beijing Mindray, an enterprise established before the
promulgation date of the New EIT Law, will continue to enjoy its preferential treatment under the phase-out rules,
under which it will continue to enjoy the 50% reduction of the EIT for the taxable years of 2008 to 2010. The 50%
reduction may result in a tax rate of 7.5% to 12.5%.
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In addition, under the New Law, dividends from our PRC subsidiaries for post 2007 retained earnings will be subject
to a withholding tax of 5% and 10%, respectively, depending on the percentage of ownership. At this stage, we intend
to retain the post 2007 retained earnings in PRC for permanent reinvestment. Should we change the intention in
future, we will be required to adjust certain long term deferred tax liabilities which will result in a loss in the period
the change takes effect.

Pursuant to a PRC tax policy intended to encourage the development of software and integrated circuit industries, our
primary operating subsidiary in the PRC, Shenzhen Mindray, was previously entitled to a refund of value-added tax
paid at a rate of 14% of the sale value of self-developed software that is embedded in our products. In 2006, due to
changed regulation by the PRC government, sales of our embedded software were temporarily disqualified from
receiving the value-added tax refund. In July 2008, pursuant to Cai Shui [2008] No. 92 jointly issued by the PRC
government s Ministry of Finance and the State Administration of Taxation, we were able to receive a value-added tax
refund for sales of our embedded software on a retroactive basis since 2006. Refund due from sales of our embedded
software during January 2006 to July 2008 amounting to $21.8 million was received in 2008.

Any increase in the enterprise income tax rate applicable to us or discontinuation or reduction of any of the
preferential tax treatments or financial incentives currently enjoyed by our PRC subsidiaries and affiliated entity could
adversely affect our business, operating results and financial condition.

Under the New EIT Law, we may be classified as a resident enterprise of China. Such classification will likely
result in unfavorable tax consequences to us and U.S. holders of our ADSs or ordinary shares.

Under the New EIT Law, an enterprise established outside of China with its de facto management body in China is
considered a resident enterprise, meaning that it can be treated the same as a Chinese enterprise for enterprise income
tax purposes. The implementing rules of the New EIT Law defines de facto management body as an organization that
exercises substantial and overall management and control over the production and operations, personnel, accounting,
and properties of an enterprise. Currently no interpretation or application of the New EIT Law and its implementing
rules is available for non-Chinese enterprises or group enterprise controlled entities; therefore, it is unclear how tax
authorities will determine tax residency based on the facts of each case.

If the PRC tax authorities determine that our Cayman Islands holding company is a resident enterprise for PRC
enterprise income tax purposes, a number of unfavorable PRC tax consequences could follow. First, we will be
subject to enterprise income tax at a rate of 25% on our worldwide income as well as PRC enterprise income tax
reporting obligations. This would mean that income such as interest earned on funds held by our holding company and
other non-China source income would be subject to PRC enterprise income tax at a rate of 25%, in comparison to no
taxation in the Cayman Islands. Second, although under the New EIT Law and its implementing rules dividends paid
to us by our PRC subsidiaries would qualify as tax-exempt income, we cannot guarantee that such dividends will not
be subject to a 10% withholding tax, as the PRC foreign exchange control authorities, which enforce the withholding
tax, have not yet issued guidance with respect to the processing of outbound remittances to entities that are treated as
resident enterprises for PRC enterprise income tax purposes. Finally, a 10% withholding tax will be imposed on
dividends we pay to our non-PRC shareholders, and future guidance may extend the withholding tax to gains derived
by our non-PRC shareholders from transferring our ADSs or ordinary shares.

ITEM 4. INFORMATION ON THE COMPANY
A. History and Development of the Company.

We commenced operations in 1991 through our predecessor entity. We are a Cayman Islands holding company and
conduct substantially all of our business through our consolidated operating subsidiary Shenzhen Mindray, which was
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established in 1999. To enable us to raise equity capital from investors outside of China, we set up a holding company
structure by establishing our current Cayman Islands holding company, Mindray International, on June 10, 2005.
Mindray International became our holding company in September 2005 when the majority of our existing
shareholders, transferred through a series of linked transactions, approximately 91.1% of the equity of Shenzhen
Mindray to Mindray International. In April 2006 we acquired approximately 8.9% of the equity in Shenzhen Mindray
with the result that our holding company owns approximately 99.99% of the equity of Shenzhen
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Mindray. In May 2006, we changed our name to Mindray Medical International Limited. In May 2008, we completed
the acquisition of the patient monitoring device business from Datascope Corp. For additional information on our
organizational structure, see Item 4.C, Information on the Company Organizational Structure.

We completed our acquisition of the patient monitoring device business of Datascope Corp. in May 2008 pursuant to
the terms of a definitive agreement entered into in March 2008. The total purchase price was US$209.0 million in

cash, as adjusted for working capital at the closing date. The acquisition was primarily financed through an acquisition
financing loan provided by Bank of China (Hong Kong). See Item 5.B, Operating and Financial Review and
Prospects  Liquidity and Capital Resources Financing Activities . With this acquisition, we believe we are the
third-largest global patient monitoring device producer and furthers our goal of becoming a leading provider of
high-quality medical devices to markets worldwide. Datascope s patient monitoring revenue was historically generated
from sales in North America, with the remainder from markets largely in Europe. We intend to maintain Datascope s
existing branded product lines and to continue manufacturing Datascope products in the United States. With the
Datascope acquisition, we currently offer over 60 products across our three product segments.

Our principal executive offices are located at Mindray Building, Keji 12th Road South, Hi-tech Industrial Park,
Nanshan, Shenzhen, 518057, People s Republic of China, and our telephone number is (86-755) 2658-2888. Our
website address is http://www.mindray.com. The information on our website does not form a part of this annual report.
On September 29, 2006, we completed our initial public offering, which involved the sale by us and some of our
shareholders of 23,000,000 of our ADSs, representing 23,000,000 of our Class A ordinary shares. In February 2007,
we completed a secondary public offering of 11,301,303 American Depositary Shares representing 11,301,303

Class A ordinary shares. We did not receive any proceeds from this offering.

B. Business overview.
Overview

We are a leading developer, manufacturer and marketer of medical devices worldwide. We maintain global
headquarters in Shenzhen, China, U.S. headquarters in Mahwah, New Jersey and multiple sales offices in major
international markets. From our main manufacturing and engineering base in China and through our worldwide
distribution network, we supply internationally a broad range of products across three primary business segments,
comprised of patient monitoring and life support products, in-vitro diagnostic products and medical imaging systems.
We provide after-sales services to distributors and hospitals in China through 30 local offices based in provincial
capital cities. We also provide after-sales services to our hospitals in the U.S., U.K. and France in our direct sales
channel in these countries.

In China, we sell our products primarily to distributors, and the balance directly to hospitals, clinics, government
agencies and ODM customers and OEM customers. With over 1,100 exclusive distributors and 950 sales and sales
support personnel at the end of 2008, we believe our nationwide distribution, sales and service network is the largest
of any medical device manufacturer in China. This extensive platform allows us to be closer than our competitors to
end-users and enables us to be more responsive to local market demand. In addition, we believe we hold a leading
market share position in China in in-vitro diagnostic products and grayscale ultrasound systems. We believe we have a
number of competitive advantages in China that are difficult for competitors to duplicate including our large and
cost-effective research and development team, our national sales infrastructure, and our widely recognized brand
name.

Outside China, we sell our products through distributors and our direct sales personnel. Our established and expanding

international sales and distribution networks provide us with a platform from which to build and enhance our market
position globally. Our recently acquired direct sales platform contributed a significant portion of sales in the U.S.,
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U.K., and France. We also maintain research and development, and marketing functions in the U.S., and after sales
service in the U.S., U.K., and France.

We employ a vertically integrated operating model that enables us to efficiently develop, manufacture and market
quality products at competitive prices. Our research and development team and our manufacturing
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department work closely together to optimize manufacturing processes and develop commercially viable products. In
addition, they incorporate regular feedback from our sales and marketing personnel, enabling us to timely and
cost-effectively introduce products tailored to end-user needs. Furthermore, our research and development and
manufacturing operations, which are based primarily in China, provide us with a distinct competitive advantage in
international markets by enabling us to leverage low-cost technical expertise, labor, raw materials and facilities.

To enhance our leading market position, we have a target/guideline of investing approximately 10% of our net
revenues in research and development. We have established what we believe is the largest China-based research and
development team of any medical device manufacturer, with more than 1,400 engineers on our staff at the end of
2008. We also maintain research and development offices in the U.S. and Sweden to work with our China-based
research and development staff in Shenzhen, Beijing, and Nanjing on product development targeted towards the

U.S. and developed country markets. We believe our current spending, as a percentage of net revenues, is comparable
to many of our international competitors and greater than most of our China-based competitors. We continually seek
to broaden our market reach by introducing new and more advanced products and new product lines that address
different end-user segments. Since 2006, we have introduced more than 30 new products, including 10 new products
in 2008.

Products

We have three primary product business segments patient monitoring and life support products, in-vitro diagnostic
products and medical imaging systems and produce a range of medical devices across these business segments.

Over the past three years, we have significantly expanded our geographic scope and increased the percentage of our
revenues generated by international sales. Our products have been sold in more than 160 countries, and international
sales grew from 48.6% of our net revenues in 2006 to 57.2% of our net revenues in 2008.

To facilitate international sales, the majority of our products have a CE mark, which certifies full compliance with the
Medical Device Directives of the European Union, thus enabling our products to be marketed in any member state of
the European Union. The CE mark for in-vitro diagnostic products are declared by ourselves pursuant to the relevant
regulation of European Union, the remaining are issued by TUV. The CE mark issued by TUV demonstrates that not
only has a representative sample of the product been evaluated, tested, and approved for safety, but also that the
production line has been inspected on an annual basis. FDA 510(k) clearance from the FDA is required to market any
of the medical devices in our current product portfolio in the United States, and we currently have more than 30
products with FDA clearance.
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The chart below provides selected summary information about certain products we introduced in 2008:

Business Segment

Patient Monitoring and Life support products

In-Vitro Diagnostic Products

Medical Imaging Systems

Products
iPM9800
Beneheart
WATO
EX55/65
AS 3000

BC-5380/5300

BS-380

BA-88A
DC-3

DigiEye
560T/561

Description

New generation mid-end patient monitor for
flexible care

Our first defibrillator

Enhanced version of anesthesia machine with
better usability and functionalities than
WATO EX50/60

A North America focused anesthesia delivery
system

An economical version of our BC-5500
five-part hematology analyzer

A higher throughput version of our BS-300
biochemistry analyzer with auto cleaning
capability;

Semi-automatic biochemistry analyzer

A basic color ultrasound system

Two versions of digital radiography system

The chart below provides selected summary information about some of the products that we introduced or intend to

introduce in 2009:

Business Segment Products
Patient Monitoring and Life support WATO EX20/30
products
Surgical light
Surgical bed

Ceiling pendant system

Two patient monitoring devices

Medical Imaging Systems DC-7

Description
A basic version of anesthesia machine

First generation of surgical light and
surgical bed

First introduction of an addition to
surgical suite equipment to be used
along with our surgical light, surgical
bed, patient monitors and anesthesia
machines

First two devices jointly-developed by
our R&D teams based in Shenzhen,
China and Mahwah, U.S.

Higher end cart-based color ultrasound
system

M-7
DP-6900
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Portable color ultrasound system
Portable B/W ultrasound system
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DigiEye 760 Digital radiography system

Patient monitoring and life support products

Patient monitoring devices. Our patient monitoring devices track the physiological parameters of patients, such as
heart rate, blood pressure, respiration and temperature. We offer 29 different patient monitoring devices that are

suitable for adult, pediatric and neonatal patients and are used principally in hospital intensive care units, operating
rooms and emergency rooms. Our product line offers customers a broad range of functionality, such as single- and

multiple-parameter monitors, mobile and portable multifunction monitors, central stations that can collect and display

multiple patient data on a single screen, and an electro-cardiogram monitoring device. Our multi-parameter
monitoring devices can be networked, allowing hospitals to remotely gather patient data from patient rooms and
centralize that data in a single location. Our patient monitoring devices also have built-in
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recorders and have batteries for portability in most models, as well as power backup in the event of power failure in
mobile models. We also offer a line of veterinary monitoring devices.

Life support products. We are also actively expanding the range of our life support products. We currently offer five
anesthesia machines and a defibrillator, which we introduced in 2008. We plan to introduce surgical beds and surgical
lights in 2009.

Sales of our patient monitoring and life support products accounted for 40.1%, 36.2%, and 44.5% of our net segment
revenues in 2006, 2007, and 2008, respectively.

In-vitro diagnostic products

Our in-vitro diagnostic products provide data and analysis on blood, urine and other bodily fluid samples for clinical
diagnosis and treatment. We offer a range of semi-automated and fully-automated in-vitro diagnostic products for
laboratories, clinics and hospitals to perform analysis to detect and quantify various substances in the patient samples.
Our current product portfolio consists of 19 in-vitro diagnostic products in two primary product categories:
hematology analyzers and biochemistry analyzers.

Hematology analyzers. Our hematology analyzers test blood samples to detect abnormalities or foreign substances.
For example, our hematology analyzers can be used to detect blood diseases, such as anemia, and to screen to
differentiate between illnesses caused by viruses from those caused by bacteria. We currently offer semi-automated
and fully-automated three-part differential analyzers and fully-automated five-part differential analyzers (analyzers of
three or five different types of white blood cells) with the ability to analyze a broad range of parameters through the
use of reagents. Our two top-selling hematology analyzers in terms of revenues in 2008, the BC-2800 and BC-3000
series, utilize color LCD screens, can process 30 to 60 samples per hour and can store 10,000 to 20,000 patient results.

Biochemistry analyzers. Our biochemistry analyzers measure the concentration or activity of substances such as
enzymes, proteins and substrates. These analyzers may also be used as therapeutic drug monitors or to check for drug
abuse. Our leading biochemistry analyzer, the BS-200 automated analyzer, which accounted for 11.9% of our in-vitro
diagnostic products segment revenues in 2008, can hold up to 40 samples at a time with up to 40 reagents, allowing
for up to 200 tests per hour. In April 2007, we introduced the BS-400, our fully-automated biochemistry analyzer; The
BS-400 is our highest throughput biochemistry analyzer, which we believe will help us further expand our customer
base by appealing to labs with high daily testing volumes.

We also offer reagents for use with our in-vitro diagnostic products. A reagent is a substance used in the chemical
reactions analyzed by our in-vitro diagnostic products. We offer more than 55 reagents for hematology analyzers and
more than 55 reagents for biochemistry analyzers. We also offer reagents that can be used in diagnostic laboratory
instruments produced by other international and China-based manufacturers. This ongoing consumption and resulting
need to order additional reagents creates a recurring revenue stream for us. As we expand our line of reagents
available for sale in China and continue to grow our installed base of in-vitro diagnostic products and offer products
with the ability to run more tests per hour, we anticipate that the recurring revenue stream from domestic reagent sales
will likewise grow. Reagent sales accounted for 10.3%, 12.6% and 15.3% of our in-vitro diagnostic products segment
revenue in 2006, 2007 and 2008, respectively.

Sales of our in-vitro diagnostic products, including sales of reagents, accounted for 29.3%, 31.2% and 25.1% of our
net segment revenues in 2006, 2007 and 2008, respectively.

Medical imaging systems
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Our medical imaging systems segment includes both ultrasound systems and digital radiography systems. Our
ultrasound systems use computer-managed sound waves to produce real time images of anatomical movement and
blood flow. Ultrasound systems are commonly employed in medical fields such as urology, gynecology, obstetrics
and cardiology. We currently sell 12 portable and mobile ultrasound systems, and offer a broad range of transducers to
enhance the adaptability of these products for a variety of applications. We believe this variety and adaptability
increases customer appeal and broadens our potential client base.
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We currently offer four color ultrasound systems. In 2006, we introduced our first color Doppler ultrasound system,
the DC-6. The DC-6 was our leading ultrasound system in 2008, accounting for 30.4% of our medical imaging system
segment revenues, and has received FDA 510(k) clearance. In 2007, we introduced the M5, a laptop-size color
portable ultrasound system, which has received FDA 510(k) clearance. We believe the M5 has the potential to
broaden our market penetration.

Our digital radiography systems use flat-panel detectors to capture images. Digital radiography systems allow patient
to shorten X-ray exposure time compared to traditional film based radiography systems. The detector design
eliminates manual activities, hastens treatment, improves patient comfort and provides greater cost efficiency. In
2008, we introduced our first digital radiography system, the DigiEye560T. In 2009, we plan to introduce an
additional digital radiography system, the DigiEye760.

Our medical imaging systems segment accounted for 29.3%, 31.1% and 25.4% of our total net revenues in 2006, 2007
and 2008, respectively.

Distribution, Direct Sales
Third Party Distributor Network in China.

As of December 31, 2008, our nationwide distribution and sales network in China consisted of more than 1,100
exclusive distributors and 950 sales and sales support personnel located in 30 offices in almost every province in
China. Our distribution network broadens our customer reach and enhances our ability to further penetrate the market
in China within a short period of time. Exclusive distributors have the exclusive right to sell one or more of our
products in a defined territory. In a given territory we may have several exclusive distributors selling different
products on an exclusive basis if their customers or use-fields are specified differently. We often select exclusive
distributors from our pool of non-exclusive distributors based on their prior sales performance for us. We also make
selections based on factors such as sales experience, knowledge of medical equipment, contacts in the medical
community, reputation and market coverage. We grant the majority of our distributors in China an exclusive right to
sell a particular product or set of products within a specified territory or country. We actively manage our distribution
network, regularly reviewing distributor performance and terminating distributors due to underperformance. Our
distribution agreements are typically negotiated and renewed on an annual basis. None of our distributors accounted
for more than 2% of our net revenues in each of the past three years. Prior to shipment, our exclusive distributors in
China typically pay between 30% and 100% of the purchase price, for products.

Tender Sales in China

We make tender sales in China through government run tender sale processes. When we make tender sales to central
or provincial level medical equipment purchasing agents, we enter into a binding contract for each sale. The payment
terms for these contracts vary widely and are dictated by non-negotiable, standard government bidding contracts,
which often provide for a smaller percentage of the total purchase price paid at the time of delivery. China-based
tender sales and after-sales services provided to government agency customers accounted for 14.4%, 24.8% and
15.3% of our net domestic revenues, in 2006, 2007, and 2008, respectively.

Our international third party distribution network.
Our international distribution and sales network consisted of more than 2,000 distributors and more than 470 sales

personnel covering more than 160 countries. We grant a minority of our international distributors an exclusive right to
sell a particular product or set of products within a specified territory or country.
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Our international distributors typically pay the entire purchase price or provide a letter of credit for the products they
order. We also extend credit to selected distributors in the United States and Europe. As we expand our international
sales to distributors in developed countries, we sometimes provide credit terms to qualified distributors that we believe
are consistent with prevailing market practices in their distribution areas. The majority of our credit extended to
international distributors is covered by our export credit insurance. To those distributors who both meet their sales
targets and pay their receivables, we provide a predetermined amount of credit which can be
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exchanged for our products. Over the last three years, we have not recognized any significant losses relating to
payment terms provided to our distributors.

International direct sales

We have direct sales channels in the United States, United Kingdom and France. We employ a direct sales team in
these regions of approximately 130 sales agents, who have relationships with hospitals, medical clinics and doctors
throughout their sales regions. Typical credit terms to direct sales customers are 90 to 100 days, which we believe are
lower than the industry average.

Marketing

We focus our marketing on establishing business relationships and growing our brand recognition, which primarily
involves attending and sponsoring exhibitions and seminars pertaining to our product offerings. In 2008, we attended
or sponsored more than 700 medical exhibitions and seminars. Furthermore, we conduct on-site demonstrations of our
products at hospitals on a regular basis, and often offer new customers one of our products at a discounted rate. We
also advertise in industry publications that cater to distributors of medical devices, industry experts or doctors.

Customers

We have three categories of customers: distributors, ODM and OEM customers, and hospitals and government
agencies to whom we sell directly. Our customer base is widely dispersed on both a geographic and revenues basis.
Our largest customer in each of the past three years was an ODM customer that accounted for 2.6%, 1.7% and 0.9% of
our net revenues in 2006, 2007, and 2008, respectively. Our ten largest customers based on net revenues collectively
accounted for 11.5%, 10.0% and 6.4% of our net revenues in 2006, 2007 and 2008, respectively.

Our distributors. Sales to our distributors make up the substantial majority of our revenues, both on a segment by
segment basis and in the aggregate. Sales to our distributors accounted for 82.9%, 80.5% and 67.3% of our net
revenues in 2006, 2007 and 2008, respectively. As of December 31, 2008, we had more than 2,100 distributors in
China and more than 2,000 additional distributors internationally, and our international distributors have sold our
products into more than 160 countries.

ODM and OEM customers. We manufacture products for ODM clients based on our own designs and employing our
own intellectual property, while we manufacture these products for OEM customers based on their product designs.
Although ODM and OEM products gross margins tend to be lower than those of our own branded products, ODM and
OEM products provide us with an additional source of income generally generated through bulk orders. Our ODM
customers also pay us a fee to help offset the research and development costs of developing the technologies

associated with the ODM products they purchase from us. ODM and OEM clients accounted for 9.6%, 5.9% and 1.1%
of our net revenues in 2006, 2007 and 2008, respectively.

Hospital and government agency customers. In China, our hospital and government agency customers primarily
include hospitals, as well as central and provincial level public health bureaus and population and family planning
bureaus. These customers typically place large volume orders that are awarded based on bids submitted by competing
medical equipment companies through a state-owned bidding agent, and we count them as government tender sales. In
some cases, they do not engage a bidding agent to solicit competitive bids from several vendors, and we are allowed
to negotiate directly with these customers, and we count these sales as direct sales.

Internationally, our direct sales force in the United States, United Kingdom and France sells primarily to hospitals
with 300 or fewer beds, as well as surgery centers, private clinics, and veterinary clinics.
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Hospital and government agency sales accounted for 7.5%, 12.0% and 26.2% of our net revenues in 2006, 2007 and
2008, respectively.
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Customer Support and Service

China

We believe that we have the largest customer support and service team for medical devices in China, with more than
180 employees located in our headquarters in Shenzhen and our 30 offices in China as of December 31, 2008. This
enables us to provide domestic training, technical support, and warranty, maintenance and repair services to end-users
of our products, as well as distributor support and service.

End-User Support and Service. In 2008, we conducted more than 100 training sessions in hospitals throughout
China and almost 180 training sessions at our headquarters in Shenzhen and our offices in China. We also
maintain a customer service center in Shenzhen for channelling customer needs for preliminary technical
support and repair for products sold. For support issues that require a site visit or for maintenance and repair
requests, we have maintenance and repair personnel as well as maintain a supply of parts and components at
our China offices. We believe our domestic support and service capabilities give us a significant advantage
over our competitors, as they enable us to respond timely to requests for support, maintenance, and repair. This
creates and reinforces positive impressions of our brand.

Distributor Support and Service. In addition to ensuring that our brand is associated with high quality products
and responsive service, our customer support and service employees work with our distributors in a wide range
of areas to help them become more effective. In particular, we can assist our distributors in establishing a series
of best practices in their approach to sales and marketing management, helping them identify market
opportunities, and providing feedback on their sales performance and customer relations.

We also provide our distributors with technical support, including training in the basic technologies of the products
they sell, participating in presentations to potential customers, and assisting in preparing bidding documents for large
volume purchase contracts awarded through competitive bidding and tenders. By working closely with our domestic
distributors, our customer support and service employees are able to provide us valuable insights into the operations of
each local distributor, which help us ensure that each distributor is able to operate effectively for us.

International

In several of the countries where we have direct sales, particularly the United States, United Kingdom and France, we
also provide substantial after-sales services. Our service solutions business provides support with an array of
integrated solutions, from project management and network installations, to comprehensive technology maintenance
programs. The dedicated service offers clinical engineering partnership programs and rapid emergency service
response, optimizing product performance and clinical results.

In our other international markets, we rely on our distributors to provide after-sales services. We provide technical
support and training to our international distributors on an ongoing basis. When we conduct our training and technical
support trips to the locations of our international distributors, we also take the opportunity to meet with a sample of
end-users in that market to gather feedback on our products as well as market information such as levels of
satisfaction, price information and specific functions desired from end-users serviced by our distributors.

We currently have international sales and service offices located in Amsterdam, Frankfurt, Istanbul, London, Mexico
City, Milan, Moscow, Mumbai, Paris, Sao Paulo, Seattle, Toronto, and Vancouver. As our international markets

mature, we will consider adding additional offices to assist with sales and support.

Manufacturing and Assembly
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We currently have two principal manufacturing facilities in China and a final assembly and testing facility in
Mahwah, New Jersey for some of our products.

Both of our China-based facilities are ISO 9001 and ISO 13485 certified. We continue to manufacture and assemble
our in-vitro diagnostic products in our older China-based facility which is approximately 280,000 square feet in size.
We manufacture and assemble patient monitoring and life support products and medical imaging systems in our new
China-based facility which is approximately 820,000 square feet in size.
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As part of our overall strategy to lower production costs through our vertically integrated operating model, we have
made substantial investments in our in-house manufacturing infrastructure to complement our research and
development and product design activities. In particular, we seek to achieve the following objectives:

Increase use of common resources within and across products. By identifying resources that can be commonly
applied within and across products, we are able to purchase raw materials and components in greater quantities,
which often results in reduced material and component costs. As we improve existing products and develop
new products, we look to carry over common resources. The cost of the new or improved product can be
reduced as a result of the lower costs already in place from volume purchases. As more products utilize
common resources, the resulting increased purchases of common resources further reduce costs, with benefits
across a range of products.

Increase use of in-house manufactured components. To better optimize the benefit of our use of common
resources across business segments and increasing sales levels, we produce the majority of the components that
go into our products. As we continue to refine our use of common resources and grow our revenues, we
anticipate creating additional economies of scale, allowing us to move additional component production
in-house, thereby lowering our production costs.

Increase use of common manufacturing and assembly practices within and across business segments. We
continually seek to identify common manufacturing and assembly practices both within and across business
segments. By identifying common manufacturing and assembly practices for new products, we seek to reduce
capital outlays for new manufacturing equipment. This also allows us to spread our manufacturing team across
fewer manufacturing and assembly stations, creating a streamlined manufacturing and assembly workflow. We
believe this increases employee efficiency, with employees required to learn to manufacture or assemble fewer
components, and reduces our training costs.

We believe that by increasingly using common resources, manufacturing components in-house and using common
manufacturing and assembly practices, we will be able to maintain or improve our competitive cost structure.

Our manufacturing strategy also incorporates strategic outsourcing. In particular, we outsource components that we
believe can more efficiently and cost-effectively be produced by third party providers. Major outsourced components
include integrated circuits, electronic components, raw materials and chemicals for reagents, and valves. Other
components outsourced in the manufacturing process include various types of other electrical and plastic parts that are
generally readily available in sufficient quantities from our local suppliers.

As is consistent to our overall strategy of maintaining a China-based manufacturing infrastructure and leveraging our
vertically integrated operating model, we have taken steps to transfer traditionally outsourced manufacturing contracts
by our acquired U.S. operations to our in-house manufacturing infrastructure in China. The ongoing process to
transfer our manufacturing from outsourcing to in-sourcing in China is part of our effort to realize cost synergies from
our acquisition of Datascope s patient monitoring device business.

We purchase components for our products from approximately 400 suppliers, most of whom have long-term business
relationships with us. No single supplier accounted for more than 5% of our supply purchases in 2007 or 2008, except
in cases in 2007 where the supplies are readily available from multiple sources and we can gain a significant cost
savings from volume. Since we have multiple suppliers for most of our components, we believe it is beneficial not to
have long-term supply contracts with our suppliers; accordingly we generally enter into annual contracts. In particular,
having the ability to negotiate price reductions on a periodic basis has allowed us to reduce our component costs and
to maintain our profit margins.
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We have our own independent quality control system, and devote significant attention to quality control for the
designing, manufacturing, assembly, and testing of our products. In particular, we have established a quality control
system in accordance with SFDA regulations. In addition, we obtained ISO 9001 certification and ISO 13485
certification issued by both TUV and Beijing Hua Guang. We have received international certifications for various
products including FDA clearance letters, Canadian Medical Device Licenses and CE marks. We inspect components
prior to assembly, and inspect and test our products both during and after their manufacture and assembly.
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Each of our products is typically sold with a 12 to 24 month warranty against technical defects. If necessary, we will
exchange a defective product. However, we do not accept any returns for a refund of the purchase price. The costs
associated with our warranty claims have historically been low though we do accrue a liability for potential warranty
costs at the time of sale based on historical default rates and estimated associated costs.

Intellectual Property

We believe we have developed a valuable portfolio of intellectual property rights to protect the technologies,
inventions and improvements that we believe are significant to our business, which includes issued patents in China
and pending patent applications in China, the United States and Europe. Moreover, we possess proprietary technology
and know-how in manufacturing processes, design, and engineering. We plan to expand our portfolio of intellectual
property rights in overseas markets as we increase our sales in those markets.

We have not filed for patent protection in Asian countries other than China based on our assessment of risks of third
party infringement of our intellectual property in those markets and the costs of obtaining patent protection there. In
general, while we seek patent protection for our proprietary technologies in major markets such as China, the United
States and Europe, we do not rely solely on our patents to maintain our competitive position, and we believe that
development of new products and improvements of existing products at competitive costs has been and will continue
to be important to maintaining our competitive position. We will continue to evaluate our patent filing decisions on
cost/benefit analysis. In order to protect our other types of intellectual property rights, we have filed for trademark
protection for our brand name Mindray and associated logos in North American, European and Asian countries in
which we market our products, and will continue to follow our brand management policy to build brand name
recognitions in Mindray and associated marks in these countries. See Item 3.D, Key Information Risk Factors
Relating to Our Business and Industry  Unauthorized use of our brand name by third parties, and the expenses in
developing and preserving the value of our brand name, may adversely affect our business .

Our success in the medical equipment industry depends in substantial part on effective management of both
intellectual property assets and infringement risks. In particular, we must be able to protect our own intellectual
property as well as minimize the risk that any of our products infringes on the intellectual property rights of others.

We perform IP due diligence studies on trademarks and patents, using both in-house and hired IP resources. Our IP
department and program are led by an experienced, licensed in-house U.S. patent attorney. However, due to the
complex nature of medical equipment technology patents and the uncertainty in construing the scope of these patents,
as well as the limitations inherent in freedom-to-operate searches, the risk of infringing on third party intellectual
properties cannot be eliminated. See Item 3.D, Key Information Risk Factors Risks Relating to Our Business and
Industry We may be exposed to intellectual property infringement and other claims by third parties which, if
successful, could disrupt our business and have a material adverse effect on our consolidated financial condition and
results of operations .

We enter into agreements with all our employees involved in research and development, under which all intellectual
property during their employment belongs to us, and they waive all relevant rights or claims to such intellectual
property. All our employees involved in research and development are also bound by a confidentiality obligation, and
have agreed to disclose and assign to us all inventions conceived by them during their term of employment. Despite
measures we take to protect our intellectual property, unauthorized parties may attempt to copy aspects of our
products or our proprietary technology or to obtain and use information that we regard as proprietary. See Item 3.D,

Key Information Risk Factors Risks Relating to Our Business and Industry  If we fail to protect our intellectual
property rights, it could harm our business and competitive position .
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We have no material license arrangements with any third party. We often purchase components that incorporate the
supplier s intellectual property, especially with respect to components with advanced technologies that we are currently
not capable of producing ourselves.

We believe that we have successfully established our brand in China. We have registered trademarks in China in the
U.S. and in other countries for the Mindray name and logo used on our own-brand products and we have trademark
license rights for the use of the Datascope trademarks used in our patient monitoring devices through the year 2015.
As part of our overall strategy to protect and enhance the value of our brand, we actively enforce our
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registered trademarks against any unauthorized use by a third party. In a court case in 2005, where we brought suit
against another medical device company for its unauthorized use of the Mindray name, the court determined our
Mindray trademark to be a well-known mark . Based on part on this finding, and also on evidence of the widespread
awareness of our products in China, we are also applying to the relevant governmental administrative authority to

have our Mindray name designated a well-known mark . Since such marks in China enjoy stronger protections than the
other marks without such designation, this court ruling helps strengthen our ability to protect the value of our brand in
China.

Competition

The medical equipment and healthcare industries are characterized by rapid product development, technological
advances, intense competition and a strong emphasis on proprietary products. Across all product lines and product
tiers, we face direct competition both domestically in China and internationally. We compete based on factors such as
price, value, customer support, brand recognition, reputation, and product functionality, reliability and compatibility.

For domestic sales, our competitors include publicly traded and privately held multinational companies and domestic
Chinese companies. We believe that we can continue to compete successfully in China because our established
domestic distribution network and customer support and service network allows us significantly better access to
China s small- and medium-sized hospitals. In addition, our strong investment in research and development, coupled
with our low-cost operating model, allows us to compete effectively for our sales to large-sized hospitals.

In international markets, our competitors include publicly traded and privately held multinational companies. These
companies typically focus on the premium segments of the market. We believe we can successfully penetrate certain
international markets by offering products of comparable quality at substantially lower prices. We also face
competition in international sales from companies that have local operations in the markets in which we sell our
products. We believe that we can compete successfully with these companies by offering products of substantially
better quality at comparable prices.

Set forth below is a summary of our primary competitors by business segment. We expect to increasingly compete
against multinational companies, both domestically and internationally, as we continue to manufacture more advanced
products.

Patient Monitoring and Life support products. For domestic sales of patient monitoring and life support products, our
primary competitors are Draeger Medical, GE Healthcare, Biolight, Koninklijke Philips Electronics, Spacelabs and
Nihon Kohden. For international sales of patient monitoring devices, our primary competitors are GE Healthcare,
Koninklijke Philips Electronics, Siemens Medical and Nihon Kohden.

In-Vitro Diagnostic Products. For domestic sales of hematology analyzers, our primary competitors are Abbott
Laboratories, Beckman Coulter, ABX, Urit Medical, Baxter, Tecom Science Corporation Nihon Kohden, and Sysmex
Corporation. For international sales of hematology analyzers, our primary competitors are Beckman Coulter, Abbott
Laboratories and Sysmex Corporation.

For domestic sales of biochemistry analyzers, our primary competitors are Biotecnica Instruments, Beckman Coulter,
Hitachi, Sysmex Corporation, Abbott and Roche Diagnostics. For international sales of biochemistry analyzers, our
primary competitors are Beckman Coulter and Roche Diagnostics.

Medical Imaging Systems. For domestic sales of medical imaging systems, our primary competitors are GE

Healthcare, Siemens Medical, Philips Electronics, Aloka, Toshiba, Hitachi, Esaote Group and Medison. For
international sales of medical imaging systems, our primary competitors are Siemens Medical, GE Healthcare,
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Koninklijke Philips Electronics, Esaote and Toshiba Medical Systems.

These and other of our existing and potential competitors may have substantially greater financial, research and
development, sales and marketing, personnel and other resources than we do and may have more experience in
developing, manufacturing, marketing and supporting new products. See Item 3.D, Key Information Risk Factors
Risks Relating to Our Business and Industry ~ Our business is subject to intense competition, which
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may reduce demand for our products and materially and adversely affect our business, financial conditions, results of
operations and prospects .

We must also compete for distributors, particularly international distributors, with other medical equipment

companies. Our competitors will often prohibit their distributors from selling products that compete with their own.

These and other potential competitors may have higher visibility, greater name recognition and greater financial

resources than we do. See Item 3D, Key Information Risk Factors Risks Relating to Our Business and Industry We
depend on distributors for a significant majority of our revenues; we typically do not have long-term distribution
agreements, and competition for suitable distributors is intense. Failure to maintain relationships with our distributors

or to otherwise expand our distribution network would materially and adversely affect our business .

Seasonality

Our revenues are subject to seasonal fluctuations due to our customers budgetary cycles and holiday schedules in
markets where we sell our products. The first quarter is typically the slowest quarter for our sales due to the Chinese
Lunar New Year holidays when our sales force works fewer days during the quarter, affecting both international and
domestic sales revenues. In addition, hospitals in China typically have their budgets approved and begin spending
only after the Chinese Lunar New Year holiday. In the second quarter revenues from sales are typically sequentially
higher due to spending associated with newly approved customer budgets in China, and spending in the U.S. to fulfill
budgetary requirements as many hospitals in the U.S. have a June 30 fiscal year end. In the third quarter, revenues are
typically flat in our China, U.S. and European markets as customers reduce their commercial activity during summer
holidays and, with respect to the U.S., certain hospitals new budgetary cycle begins. There is a similar but less
pronounced effect on domestic revenue growth trends during the summer months due to a slight slowdown in overall
commercial activity in China. The fourth quarter is the strongest quarter for our China, U.S. and European sales as
many customers seek to spend all funds remaining in their annual purchasing budgets before the end of the fiscal and
calendar year. Our past experience indicates that our revenues tend to be lower in the first quarter and higher in the
fourth quarter of each year, assuming other factors were to remain constant.

Insurance

We maintain liability insurance coverage to cover product liability claims arising from the use of our products. We
also maintain property insurance to cover certain of our fixed assets. Our insurance coverage, however, may not be
sufficient to cover any claim for product liability or damage to our fixed assets.

Insurance companies in China offer limited business insurance products and do not, to our knowledge, offer business
liability insurance. While business disruption insurance is available to a limited extent in China, we have determined

that the risks of disruption, cost of such insurance and the difficulties associated with acquiring such insurance on
commercially reasonable terms make it impractical for us to have such insurance. As a result, except for fire

insurance, we do not have any business liability, disruption or litigation insurance coverage for our operations in

China. See Item 3.D, Key Information Risk Factors Risks Related to Our Business and Industry =~ We are subject to
product liability exposure and have limited insurance coverage. Any product liability claims or potential safety-related
regulatory actions could damage our reputation and materially and adversely affect our business, financial condition

and results of operations .

Facilities
See Item 4.D, Information on the Company Property, Plant and Equipment.

Legal Proceedings
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We are not currently a party to any material legal proceeding. From time to time, we may bring or be subject to
various claims and legal actions arising in the ordinary course of business.
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Our patient monitoring and life support products, in-vitro diagnostic products, and medical imaging systems are
medical devices and are subject to regulatory controls governing medical devices in the countries where we
manufacture and sell our products. As a manufacturer of medical equipment and supplies we are subject to regulation
and oversight by different levels of the food and drug administration in China, in particular the SFDA, as well as the
FDA in the U.S. and various regulatory agencies in Europe and other countries in which we sell our products. We are
also subject to other PRC government laws and regulations which are applicable to manufacturers in general. SFDA
requirements include obtaining production certifications, medical instrument manufacturing licenses, compliance with
clinical testing standards, quality standards, applicable industry standards and adverse event reporting, and advertising
and packaging standards.

China
Classification of Medical Devices

In China, medical devices are classified into three different categories, Class I, Class II and Class III, depending on the
degree of risk associated with each medical device and the extent of control needed to ensure safety and effectiveness.
Classification of a medical device is important because the class to which a medical device is assigned determines,
among other things, whether a manufacturer needs to obtain a Medical Instrument Manufacturing License and the
level of regulatory authority involved in obtaining such permit. Classification of a device also determines the types of
registration required and the level of regulatory authority involved in effecting the product registration.

Class I devices require product certification and are those with low risk to the human body and are subject to general
controls . Class I devices are regulated by the city level food and drug administration where the manufacturer is
located. Class II devices are those with medium risk to the human body and are subject to special controls . Class II
devices require product certification, usually through a quality system assessment, and are regulated by the provincial
level food and drug administration where the manufacturer is located. Class III devices are those with high risk to the
human body, such as life-sustaining, life-supporting or implantable devices. Class III devices also require product
certification and are regulated by the SFDA under the strictest regulatory control.

The majority of our products that manufactured in China are classified as Class II or Class III devices. All our in-vitro
diagnostic products are Class Il medical devices; Beneview series, PM series and MEC series patient monitors,
TMS-6016 telemetry monitoring system, WATO series anesthesia machines, are classified as Class III medical
devices, while the remainder of our patient monitors and operating tables and surgical lights are classified as Class II
medical devices. Our DC-6 Expert, DC-6,M-5, DC-3,N80, N70 are classified as Class III medical devices, while the
remainder of our medical imaging systems are classified as Class II medical devices. Our various reagents are
classified as either Class II or Class III devices. We produce a small number of Class I products, such as cables for
cardiographs, diluent and lead wires.

In China, our reagents used with our in-vitro diagnostic products are divided into the categories of biological reagents
and chemical and bio-chemical reagents. A part of biological reagents are subject to regulatory controls similar to
those governing pharmaceutical products. However, all the reagents manufactured by us are subject to regulatory
controls similar to those governing medical devices.

Medical Instrument Manufacturing License

A manufacturer must obtain a manufacturing license from the provincial level food and drug administration before
commencing the manufacture of Class II and Class III medical devices. No manufacturing license is required for the
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manufacture of Class I devices, but the manufacturer must notify the provincial level food and drug administration
where the manufacturer is located and file for record with it. A manufacturing license, once obtained, is valid for five
years and is renewable upon expiration.

Our manufacturing license for the manufacture of our patient monitoring and life support products, in-vitro diagnostic
products and medical imaging systems will expire on February 28, 2011. To renew a manufacturing
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license, a manufacturer needs to submit to the provincial level food and drug administration an application to renew
the permit, along with required information six months before the expiration date of the permit.

Medical Instrument Distribution License

A manufacturer or distributor must obtain a distribution license in order to engage in sales and distribution of Class II
and Class III medical devices in China. A distribution license is valid for five years and is renewable upon expiration.
To renew a distribution license, a manufacturer or distributor needs to submit to the provincial level food and drug
administration an application to renew the license, along with required information six months before the expiration
date of the license. Our distribution license will expire on April 6, 2011.

Registration Requirement

Before a medical device can be manufactured for commercial distribution, a manufacturer must effect medical device
registration by proving the safety and effectiveness of the medical device to the satisfaction of respective levels of the
food and drug administration. In order to conduct a clinical trial on a Class II or Class III medical device, the SFDA
requires manufacturers to apply for and obtain in advance a favorable inspection result for the device from an
inspection center jointly recognized by the SFDA and the Administration of Quality Supervision, Inspection and
Quarantine. The application to the inspection center must be supported by appropriate data, such as animal and
laboratory testing results. If the Ethics Committee in the institutions approves the application for clinical trial, and the
respective levels of the food and drug administration approve the institutions which will conduct the clinical trials, the
manufacturer may begin the clinical trial. A registration application for a Class II or Class III device must provide
required pre-clinical and clinical trial data and information about the device and its components regarding, among
other things, device design, manufacturing and labeling. The provincial level food and drug administration, within 60
business days of receiving an application for the registration of a Class II device, and the SFDA, within 90 business
days of receiving an application for the registration of a Class III device, will notify the applicant whether the
application for registration is approved. If approved, a registration certificate will be issued within ten days of written
approval. If the food and drug administration requires supplemental information, the approval process may take much
longer. The registration is valid for four years.

The SFDA may change its policies, adopt additional regulations, revise existing regulations or tighten enforcement,
each of which could block or delay the approval process for a medical device.

Regulation of Reagents

Under a regulation enacted by the SFDA in April 17, 2007, all our IVD reagents products are subject to regulatory
controls similar with medical devices.

To date, more than 80 IVD reagents which are manufactured and sold by Shenzhen Mindray have obtained medical
device registration certificates as required from respective levels of food and drug administration.

Continuing SFDA Regulation
We are subject to continuing regulation by the SFDA. In the event of significant modification to an approved medical
device, its labeling or its manufacturing process, a new premarket approval or premarket approval supplement may be

required. Our products are subject to, among others, the following regulations:

SFDA s quality system regulations which require manufacturers to create, implement and follow certain design,
testing, control, documentation and other quality assurance procedures;
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medical device reporting regulations, which require that manufacturers report to the SFDA certain types of
adverse reaction and other events involving their products; and

SFDA s general prohibition against promoting products for unapproved uses.
Class II and III devices may also be subject to special controls applicable to them, such as supply purchase
information, performance standards, quality inspection procedures and product testing devices which may not be

required for Class I devices. We believe we are in compliance with the applicable SFDA guidelines, but we could be
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required to change our compliance activities or be subject to other special controls if the SFDA changes or modifies
its existing regulations or adopts new requirements.

We are also subject to inspection and market surveillance by the SFDA to determine compliance with regulatory
requirements. If the SFDA decides to enforce its regulations and rules, the agency can institute a wide variety of
enforcement actions such as:

fines, injunctions and civil penalties;
recall or seizure of our products; take over the illegal revenue

the imposition of operating restrictions, partial suspension or complete shutdown of production; withdraw the
Registration Certificate for Medical Device

criminal prosecution.
Radio Transmission Equipment Type Approval Certificate

As we produce multi-parameter monitoring devices that can share data remotely through network connections, we are
required to obtain a Radio Transmission Equipment Type Approval Certificate issued by the PRC Ministry of
Information Industry. Our certificate will expire on November 6, 2010.

China Compulsory Certification Requirements

China Compulsory Certification, or CCC, inclusive of a certificate and a mark, serves as evidence that the covered
products can be imported, marketed or used in China. The CCC mark is administered by the China National
Certification and Accreditation Administration, which designates the China Quality Certification Center to process
CCC mark applications. Some medical devices are required to have a CCC mark. We have received a certificate and a
mark for each of our products for which a CCC mark is required.

United States

For any of our products that we distribute in the United States, the labeling, distribution and marketing are subject to
regulation by the FDA and other regulatory bodies. The FDA regulates our currently marketed products as medical
devices and we are required to obtain review and clearance or approval from the FDA prior to commercial sales of our
devices.

FDA premarket clearance and approval requirements

Unless an exemption applies, each medical device we wish to commercially distribute in the United States will require
either prior 510(k) clearance or prior premarket approval from the FDA. The FDA classifies medical devices into one
of three classes depending on the degree of risk posed to patients by the medical device. Devices deemed to pose
lower risk are placed in either Class I or II, which requires the manufacturer to obtain 510(k) clearance from the FDA
prior to marketing such devices. Some low-risk Class I devices are exempt from the 510(k) requirement altogether.
Devices deemed by the FDA to pose greater risk, or devices deemed not substantially equivalent to a previously
cleared 510(k) device are placed in Class III, most of which require premarket approval. Both premarket clearance and
premarket approval applications are subject to the payment of user fees, to be paid at the time of submission for FDA
review.
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510(k) clearance pathway

To obtain 510(k) clearance, a premarket notification must be submitted, demonstrating that the proposed device is
substantially equivalent to a previously cleared 510(k) device or a device that was in commercial distribution before
May 28, 1976 for which the FDA has not yet called for the submission of premarket approval applications. The FDA s
510(k) clearance process usually takes from two to eight months from the date the application is submitted, but it can
take significantly longer.

After a device receives 510(k) clearance, any modification that could significantly affect its safety or effectiveness, or
that would constitute a major change in its intended use, will require a new 510(k) clearance or could require
premarket approval. The FDA requires each manufacturer to make this determination initially, but the FDA can
review any such decision and can disagree with a manufacturer s determination. If the FDA disagrees
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with a manufacturer s determination, the FDA can require the manufacturer to cease marketing and/or recall the
modified device until 510(k) clearance or premarket approval is obtained. If the FDA requires us to seek 510(k)
clearance or premarket approval for any modifications to a previously cleared product, we may be required to cease

marketing or recall the modified device until we obtain this clearance or approval. Also, in these circumstances, we
may be subject to significant regulatory fines or penalties.

All products that we currently distribute in the United States have been cleared through the 510(k) clearance pathway.
Premarket approval pathway
To obtain premarket approval, a premarket approval application must be submitted if the device cannot be cleared
through the 510(k) process, and is usually utilized for Class III medical devices, or devices that pose a significant
safety risk, including unknown risks related to the novelty of the device.
A premarket approval application must be supported by extensive data including, but not limited to, technical,
preclinical, clinical trials, manufacturing and labeling to demonstrate to the FDA s satisfaction the safety and
effectiveness of the device for its intended use. Technical performance data required for diagnostic laboratory
instrument premarket approval applications may include validation of the performance of hardware and software
under repeat testing, calibration of mechanical components and stability of reagents and other products used in
specimen collection, storage and testing. Preclinical trials may include tests to determine product stability and
biocompatibility, among other features.
Continuing FDA regulation
After a device is placed on the market, numerous regulatory requirements apply. These include:
quality system regulation, or QSR, which requires manufacturers to follow design, testing, control,
documentation and other quality assurance procedures during the manufacturing process, otherwise known as

Good Manufacturing Practices, or GMPs;

labeling regulations, which prohibit the promotion of products for unapproved or off-label uses and impose
other restrictions on labeling; and

medical device reporting regulations, which require that manufacturers report to the FDA if their device may
have caused or contributed to a death or serious injury or malfunctioned in a way that would likely cause or

contribute to a death or serious injury if it were to recur.

Failure to comply with applicable regulatory requirements can result in enforcement action by the FDA, which may
include any of the following sanctions:

fines, injunctions, and civil penalties;

recall or seizure of our products;

operating restrictions, partial suspension or total shutdown of production;
refusing our request for 510(k) clearance or premarket approval of new products;

withdrawing 510(k) clearance or premarket approvals that are already granted; and
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criminal prosecution.
European Union

The European Union has promulgated rules that require commercial medical products to bear the CE mark. The CE
mark is recognized by the European Union as a symbol of adherence to strict quality systems requirements set forth in
the ISO 9001 and ISO 13485 quality standards, as well as compliance with 93/42/ EEC, the Medical Device
Directives of the European Union. The CE mark allows us to market our products throughout the European Economic
Area. Our manufacturing facilities received the most updated ISO 9001/ISO 13485 Quality Systems certification in
December 2008. These certifications and repeated inspections are required in order to continue to affix the CE Mark
to our approved products in Europe.

We have received regulatory approval to affix the CE mark to the substantial majority of our products. Failure to
receive regulatory approval to affix the CE mark would prohibit us from selling these products in member countries of

the European Union.
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Other National and Provincial Level Laws and Regulations in China

We are subject to evolving regulations under many other laws and regulations administered by governmental
authorities at the national, provincial and city levels, some of which are, or may be, applicable to our business. Our
hospital customers are also subject to a wide variety of laws and regulations that could affect the nature and scope of
their relationships with us.

Laws regulating medical device manufacturers and hospitals cover a broad array of subjects. We must comply with
numerous additional state and local laws relating to matters such as safe working conditions, manufacturing practices,
environmental protection and fire hazard control. We believe we are currently in compliance with these laws and
regulations in all material respects. We may be required to incur significant costs to comply with these laws and
regulations in the future. Unanticipated changes in existing regulatory requirements or adoption of new requirements
could have a material adverse effect on our business, financial condition and results of operations.

Foreign Exchange Control and Administration
Foreign exchange in China is primarily regulated by:
The Foreign Currency Administration Rules (1996), as amended; and

The Administration Rules of the Settlement, Sale and Payment of Foreign Exchange (1996), or the
Administration Rules.

Under the Foreign Currency Administration Rules, the Renminbi is convertible for current account items, including
the distribution of dividends, interest payments, and trade and service-related foreign exchange transactions.
Conversion of Renminbi into foreign currency for capital account items, such as direct investment, loans, investment
in securities and repatriation of funds, however, is still subject to the approval of SAFE. Under the Administration
Rules, foreign-invested enterprises may only buy, sell and remit foreign currencies at banks authorized to conduct
foreign exchange transactions after providing valid commercial documents and, in the case of capital account item
transactions, only after obtaining approval from SAFE.

Capital investments directed outside of China by foreign-invested enterprises are also subject to restrictions, which
include approvals by the PRC Ministry of Commerce, SAFE and the PRC National Reform and Development
Commission. We receive a portion of our revenues in Renminbi, which is currently not a freely convertible currency.
Under our current structure, our income will be primarily derived from dividend payments from our subsidiaries in
China.

The value of the Renminbi against the U.S. dollar and other currencies may fluctuate and is affected by, among other
things, changes in China s political and economic conditions. The conversion of Renminbi into foreign currencies,
including U.S. dollars, has been based on rates set by the People s Bank of China. On July 21, 2005, the PRC
government changed its policy of pegging the value of the Renminbi to the U.S. dollar. Under the new policy, the
Renminbi will be permitted to fluctuate within a band against a basket of certain foreign currencies. There remains
significant international pressure on the PRC government to adopt a substantial liberalization of its currency policy,
which could result in a further and more significant appreciation in the value of the Renminbi against the U.S. dollar.

Regulation of Foreign Exchange in Certain Onshore and Offshore Transactions

In January and April 2005, SAFE issued two rules that require PRC residents to register with and receive approvals
from SAFE in connection with their offshore investment activities. SAFE has announced that the purpose of these
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regulations is to achieve the proper balance of foreign exchange administration and the standardization of the
cross-border flow of funds. On October 21, 2005, SAFE issued the Notice on Issues Relating to the Administration of
Foreign Exchange in Fund-raising and Reverse Investment Activities of Domestic Residents Conducted through
Offshore Special Purpose Companies, or Notice 75, which became effective as of November 1, 2005. Notice 75
superseded the two rules issued by SAFE in January and April 2005 mentioned above. According to Notice 75:

prior to establishing or assuming control of an offshore company for the purpose of financing that offshore
company with assets or equity interests in an onshore enterprise in the PRC, each PRC resident, whether a
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natural or legal person, must complete the overseas investment foreign exchange registration procedures with
the relevant local SAFE branch;

an amendment to the registration with the local SAFE branch is required to be filed by any PRC resident that
directly or indirectly holds interests in that offshore company upon either (1) the injection of equity interests or
assets of an onshore enterprise to the offshore company or (2) the completion of any overseas fund raising by
such offshore company; and

an amendment to the registration with the local SAFE branch is also required to be filed by such PRC resident
when there is any material change in the capital of the offshore company and not related to inbound
investment, such as (1) an increase or decrease in its capital, (2) a transfer or swap of shares, (3) a merger or
divesture, (4) a long-term equity or debt investment or (5) the creation of any security interests over the
relevant assets located in China.

Moreover, Notice 75 applies retroactively. As a result, PRC residents who have established or acquired control of
offshore companies that have made onshore investments in the PRC in the past are required to complete the relevant
overseas investment foreign exchange registration procedures by March 31, 2006. Under the relevant rules, failure to
comply with the registration procedures set forth in Notice 75 may result in restrictions being imposed on the foreign
exchange activities of the relevant onshore company, including the payment of dividends and other distributions to its
offshore parent or affiliate and the capital inflow from the offshore entity, and may also subject relevant PRC residents
to penalties under PRC foreign exchange administration regulations.

As a Cayman Islands company, and therefore a foreign entity, if we purchase the assets or equity interest of a PRC
company owned by PRC residents in exchange for our equity interests, such PRC residents will be subject to the
registration procedures described in Notice 75. Moreover, PRC residents who are beneficial holders of our shares are
required to register with SAFE in connection with their investment in us. As a result of the lack of implementing rules
and other uncertainties relating to the interpretation and implementation of Notice 75, we cannot predict how these
regulations will affect our business, operations or strategies. For example, our present or future PRC subsidiaries
ability to conduct foreign exchange activities, such as remittance of dividends and foreign-currency-denominated
borrowings, may be subject to compliance with such SAFE registration requirements by relevant PRC residents over
whom we have no control. In addition, we cannot assure you that any such PRC residents will be able to complete the
necessary approval and registration procedures required by the SAFE regulations. We require all our shareholders who
are PRC residents to comply with any SAFE registration requirements, but we have no control over either our
shareholders or the outcome of such registration procedures. Such uncertainties may restrict our ability to implement
our acquisition strategy and materially and adversely affect our business and prospects.

We believe that these foreign exchange restrictions may reduce the amount of funds that would be otherwise available
to us to capitalize overseas subsidiaries or expand our international operations. However, we anticipate that we will
require relatively small amounts of funds to capitalize overseas subsidiaries, and such funds should be readily
available from us. Similarly, we anticipate that the startup capital and working capital costs for our international
expansion will be borne largely by our international distributors with limited, if any, investment coming from us. We
therefore do not anticipate that the restrictions set forth in the SAFE regulations will have a material adverse effect on
our ability to capitalize foreign subsidiaries or expand our international operations.

Regulation of Overseas Listings
On August 8, 2006, six PRC regulatory agencies, including the PRC Ministry of Commerce, or MOFCOM, the State

Assets Supervision and Administration Commission, or SASAC, the State Administration for Taxation, the State
Administration for Industry and Commerce, the CSRC, and the SAFE, jointly adopted the Regulations on Mergers
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and Acquisitions of Domestic Enterprises by Foreign Investors, which became effective on September 8, 2006. This
regulation, among other things, has some provisions that purport to require that an offshore SPV formed for listing
purposes and controlled directly or indirectly by PRC companies or individuals obtain the approval of the CSRC prior
to the listing and trading of such SPV s securities on an overseas stock exchange.
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On September 21, the CSRC published on its official website procedures regarding its approval of overseas listings by
SPVs. The CSRC approval procedures require the filing of a number of documents with the CSRC and it would take
several months to complete the approval process if a waiver is not available.

We completed the initial listing and trading of our ADSs on the New York Stock Exchange on September 29, 2006.
The application of this PRC regulation remains unclear with no consensus currently existing among the leading PRC
law firms regarding the scope and applicability of the CSRC approval requirement. We did not seek CSRC approval
in connection with either our initial public offering or the secondary offering in February 2007.

Our PRC counsel, Jun He Law Offices, has advised us that because we completed our restructuring before

September 8, 2006, the effective date of the new regulation, it was not and is not necessary for us to submit the
application to the CSRC for its approval of our initial public offering or the secondary offering in February 2007, and
the listing and trading of our ADSs on the New York Stock Exchange does not require CSRC approval. Should an
application for CSRC approval be required from us, we have a legal basis to apply for a waiver from the CSRC, if and
when such procedures are established to obtain such a waiver. A copy of Jun He Law Offices legal opinion regarding
this PRC regulation is filed as an exhibit to our registration statement on Form F-1 in connection with the secondary
offering in February 2007, which is available at the SEC s website at www.sec.gov.

See Item 3.D, Key Information Risk Factors Risks Relating to Our Business and Industry ~ Our failure to obtain the
prior approval of the China Securities Regulatory Commission, or the CSRC, of the listing and trading of our ADSs

on the New York Stock Exchange could have a material adverse effect on our business, operating results, reputation

and trading price of our ADSs .

In November 2008, SAFE promulgated the Notice concerning Submitting Tax Certificates for Foreign Payments
under Trade in Services and Other Items, or Notice 64. According to Notice 64, any domestic institution or individual
making a single foreign payment equivalent to more than $30,000 with any of the following foreign exchange capital
under trade in services, benefits, current transfer and capital items shall apply to the competent tax authority for the
applicable tax certificate. As one of our subsidiaries, Shenzhen Mindray, is incorporated in the PRC, any bonuses,
profits, direct debt interest or guaranteed monies exceeding $30,000 transferred to us from Shenzhen Mindray will be
subject to Notice 64.

Dividend Distributions

Pursuant to the Foreign Currency Administration Rules promulgated in 1996 and amended in 1997 and various
regulations issued by SAFE, and other relevant PRC government authorities, the PRC government imposes controls
on the convertibility of the Renminbi into foreign currencies and, in certain cases, the remittance of currency out of
China.

Shenzhen Mindray and Beijing Mindray are regulated under the newly revised PRC Company Law which took effect
on January 1, 2006. Accordingly they shall allocate 10% of after-tax profits to statutory common reserve fund. Where
the accumulated amount of the statutory common reserve fund has exceeded 50% of the registered capital of the
subsidiaries no further allocation is required to be made. These funds, however, may not be distributed to equity
owners except in accordance with PRC laws and regulations.

C. Organizational Structure.
We are a Cayman Islands holding company and conduct substantially all of our business through our consolidated

subsidiaries Shenzhen Mindray and Mindray DS USA Inc., which currently conducts substantially all of our
U.S. based operations. We own approximately 99.9% of the equity of Shenzhen Mindray through two Hong Kong
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holding companies, and we own 100% of Mindray DS USA Inc. through our consolidated subsidiary Mindray
Medical Netherlands B.V. Our corporate structure reflects common practice for companies with operations in several
different countries where separate legal entities are often required or advisable for purposes of obtaining relevant
operating licenses in such jurisdictions. Our holding company structure allows our management and shareholders to
take significant corporate actions without having to submit these actions for approval or consent of the administrative
agencies in every country where we have significant operations. Moreover, our choice of the Cayman Islands as the
jurisdiction of incorporation of our ultimate holding company was motivated in part by its
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relatively well-developed body of corporate law, various tax and other incentives, and its wide acceptance among
internationally recognized securities exchanges as a jurisdiction for companies seeking to list securities.

We commenced operations in 1991 through our predecessor entity and established Shenzhen Mindray, our current
operating company in 1999. To enable us to raise equity capital from investors outside of China, we set up a holding
company structure by establishing our current Cayman Islands holding company, Mindray International, on June 10,
2005. Mindray International became our holding company in September 2005 when the majority of our existing
shareholders, transferred through a series of linked transactions, approximately 91.1% of the equity of Shenzhen
Mindray to Mindray International. All such linked transactions involving transfer of shares in Shenzhen Mindray for
cash were subject to the approval of the PRC Ministry of Commerce and its appropriate local counterpart, as well as
registration with the PRC State Administration of Industry and Commerce and its appropriate local counterpart, and
we have obtained those required approvals and registration. There were no conditions or contingencies upon which
these approvals were based. As a result of this share transfer, our holding company Mindray International controlled
approximately 91.1% of Shenzhen Mindray, with the remaining approximately 8.9% distributed among four other
shareholders. In May 2006, we changed our name to Mindray Medical International Limited.

In April 2006, Mindray International injected additional capital of RMB174.2 million to subscribe for an additional
99 million shares of Shenzhen Mindray. In addition, we issued to offshore shareholders of Shenzhen Mindray
7,649,646 shares of our company, approximately 8.9% of our share capital, in exchange for all outstanding shares of
Shenzhen Mindray not already owned by Mindray International except for 0.0002% of the enlarged share capital of
Shenzhen Mindray consisting of 300 shares held by three PRC shareholders who remain as shareholders in order to
fulfill corporate requirements under PRC law that a company limited by shares have at least two shareholders, at least
one of which should be a PRC domestic shareholder. These 300 shares entitle their owners to identical economic and
voting rights as the shares held by our subsidiaries, MR Holdings (HK) Limited and MR Investments (HK) Limited.
All other Shenzhen Mindray shares are held by MR Holdings (HK) Limited and MR Investments (HK) Limited,
which now collectively hold approximately 99.9% of the equity of Shenzhen Mindray.

Shenzhen Mindray has one subsidiary, Beijing Shen Mindray Medical Electronics Technology Research Institute Co.,
Ltd, or Beijing Mindray, in which Shenzhen Mindray has a 99.9% equity interest and through which we conduct some
of our research and development activities. At the time that Beijing Mindray was incorporated, the PRC Company
Law required that any domestic limited liability company have at least two separate legal or natural persons as equity
holders. We satisfied this requirement by establishing Beijing Mindray with a principal shareholder and two additional
shareholders with nominal equity holdings in the entity. The remaining 0.1% equity interest in Beijing Mindray is held
in equal 0.05% interests by Mr. Xu Hang and Mr. Li Xiting, our co-CEOs, and entitles its owners to identical
economic and voting rights as the equity interest held by Shenzhen Mindray. Mindray International has several
subsidiaries, two of which are MR Holdings (HK) Limited and MR Investments (HK) Limited that hold the equity of
Shenzhen Mindray.

Effective May 1, 2008, we acquired the patient monitoring business of Datascope Corp., through our U.S. subsidiary
Mindray DS USA Inc., which operates in the U.S. and Europe and sells products worldwide.
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The diagram below illustrates our current corporate structure and the place of formation and affiliation of our principal
subsidiaries as of May 8, 2009:

D. Property, Plant and Equipment.

We currently maintain our corporate headquarters at Mindray Building, Keji 12th Road South, Hi-tech Industrial Park,
Nanshan, Shenzhen, 518057, People s Republic of China. Our corporate headquarters occupy approximately

193,000 square feet. We have two existing production sites for research and development and manufacturing. We are
also developing a new research and development center adjacent to our headquarters in Shenzhen, and, pursuant to an
agreement with the Government of the Nanjing Jiangning Development Zone, we are establishing a new research and
development and manufacturing facility in Nanjing. See Item 3.D, Key Information Risk Factors Risks Related to
Our Business and Industry ~ We currently principally rely on three manufacturing, assembly and storage facilities for
our products and are developing two additional facilities. Any disruption to our current manufacturing facility or in
the development of the new facilities could reduce or restrict our sales and harm our reputation .

We additionally maintain a Patient Monitoring and Technology Services headquarters in Mahwah, New Jersey, which
occupies approximately 130,000 square feet and is used for the manufacture, research and development, warehousing

and final testing and assembly of certain of our patient monitoring and life support products.

We maintain a research and development center in Beijing at 5-5 (3rd Floor West), Building 5, No. 8 Chuang Ye
Road, Hai Dian District, Beijing, which we operate through our subsidiary Beijing Mindray. This facility
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occupies approximately 10,697 square feet. We also maintain a research and development office in Seattle,
Washington. We also have 30 local sales and services offices in China and we have international sales and service
offices in Amsterdam, Frankfurt, Istanbul, London, Mexico City, Milan, Moscow, Mumbai, Paris, Sao Paulo, Seattle,
Toronto and Vancouver.

The land on which we have developed our largest production facility (BaiWang) is leased for 10 years, through 2017,
and we are currently renegotiating the terms of the lease for our second largest production facility (XiLi), which we
expect to complete prior to the expiration of this lease in July 2009. We are currently working to secure property
rights to another location in Shenzhen where we would have a 50 year lease with land use rights which we would
subsequently develop as a substitute for our currently rented production facility.

The following table contains information concerning our significant real property that we own or lease:

No. Location General Character and Use of Property

1 NanShan District, Shenzhen, China Owned, 193,000 square feet, used as a research and
development center and corporate headquarters

2 (XiLi) Shenzhen, China Leased, 280,000 square feet, used for manufacturing,
assembly, testing and research and development

3 (BaiWang) Shenzhen, China Leased, 820,000 square feet; used for manufacturing,
assembly, testing and research and development

4  (DeWeisen) Shenzhen, China Leased, 7,400 square meters, used for sales and
marketing

5  HaiDian District, Beijing, China Owned, 10,697 square feet, used as research and
development center

6  ChaoYang District, Beijing, China Owned, 1,970 square meters, used as a sales,
marketing and administrative office

7  Nanjing, China Leased, 2,000 square meters used for manufacturing,
research and development, sales and other daily
operations

8  Sundbyberg, Stockholm, Sweden Leased, 865 square meters, used for research and
development, sales and other daily operations

9  Mahwah, New Jersey Owned, 130,000 square feet, used as a Patient

Monitoring and Technology Services headquarters
and the manufacturing, research and development
and warehousing of patient monitoring devices

10  Hoevelaken, Netherlands Owned, 12,700 square feet, used for office and
warehousing
11 Seattle, Washington Leased, used for research and development, sales

support and other daily operations
We believe that our facilities and equipment are in good working condition.
ITEM 4A. UNRESOLVED STAFF COMMENTS
Not applicable.

ITEM S. OPERATING AND FINANCIAL REVIEW AND PROSPECTS
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The following discussion of our financial condition and results of operations is based upon and should be read in
conjunction with our consolidated financial statements and their related notes included in this annual report on

Form 20-F. This report contains forward-looking statements within the meaning of Section 27A of the Securities Act

of 1933 and Section 21E of the Securities Exchange Act of 1934. See Introduction Forward-Looking Statements. In
evaluating our business, you should carefully consider the information provided under Item 3.D,
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Key Information Risk Factors. We caution you that our businesses and financial performance are subject to
substantial risks and uncertainties. See Key Information Risk Factors Risks Relating to Our Business and Industry
We are currently experiencing a global economic crisis, which could materially and adversely affect our business,
financial condition and results of operations.

A. Operating Results.
Overview

We are a leading developer, manufacturer and marketer of medical devices worldwide. We maintain global
headquarters in Shenzhen, China, U.S. headquarters in Mahwah, New Jersey and multiple sales offices in major
international markets. From our main manufacturing and engineering base in China and through our worldwide
distribution network, we are able to supply internationally a broad range of products across three primary business
segments, comprised of patient monitoring and life support products, in-vitro diagnostic products and medical
imaging systems. We currently offer over 60 products across our three product segments.

Our net revenues increased from $190.4 million in 2006 to $294.3 million in 2007 and to $547.5 million in 2008,
representing a compound annual growth rate of 69.6%. These significant increases reflect organic growth driven by
success in expanding our product lines to include more advanced products and our increasing market penetration,
particularly internationally. The increase in 2008 also reflects our acquisition of Datascope s patient monitoring device
business, which contributed to more than 30% of our net revenues outside China. Our net revenues outside of China
grew at a faster rate than net revenues in China in both real and percentage terms from 2006 to 2008, increasing to
$313.1 million, or 57.2% of our net revenues in 2008. Net revenue growth outside China has been augmented by

(i) our expanded sales coverage to more than 160 countries in 2008, (ii) our increased penetration in existing markets
outside China, (iii) our acquisition of Datascope s patient monitoring device business, (iv) our enhanced distributor
network, and (v) our new and enhanced product introductions.

In China, we sell our products primarily to distributors. In 2008, distributor sales accounted for 84.7% of our
China-based net revenues. We believe we have one of the largest distribution, sales and service network for medical
devices in China with more than 2,100 distributors and 950 sales and sales support personnel, and we sell our products
internationally through more than 2,000 distributors and 470 sales personnel as of December 31, 2008. We also sell
our products directly to hospitals, clinics, government health bureaus, and to ODM and OEM customers. Outside
China, we sell our products to distributors and through our direct sales force in the U.S., the U.K. and France, which
was acquired in 2008 from Datascope Corp.

We continually seek to broaden our market reach by introducing new and more advanced products and new product
lines that address different end-user segments. Since 2006, we have introduced more than 30 new products, including
color Doppler ultrasound systems, five-part hematology analyzers, our high-end Beneview series of patient
monitoring devices, and anesthesia machines. With the Datascope patient monitoring device business acquisition, we
obtained product lines with features specifically addressing the needs and demands of healthcare professionals in the
United States, Europe and other developed markets.

Our investment in research and development as a percentage of net revenues has remained steady at approximately
10% of net revenues. Our investment in research and development in 2008 is consistent with our plan to annually
invest approximately 10% of our net revenues in research and development activities. This level of investment
demonstrates our commitment to creating and maintaining what we believe is the largest research and development
team of any medical device manufacturer based in China, with more than 1,400 engineers on our staff as of
December 31, 2008, and continuing to develop and commercialize new and more advanced products. We believe that
our continuous emphasis on research and development is a key driver of our revenue and earnings growth. We
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maintain five research and development facilities ranging from more than 1,300 engineers in Shenzhen, to 80
engineers in Beijing, and to specialized teams in Nanjing, Seattle, and Mahwah. The bulk of our investment in
research and development is in relatively lower cost China, with select teams in our U.S. locations with expertise in
design and engineering matters generally unavailable in China. As part of the planned expansion of our research and
development and manufacturing capabilities, we are developing a new facility in Nanjing.
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We completed our acquisition of Datascope s patient monitoring device business in May 2008 for US$209.0 million in
cash, as adjusted for working capital at the closing date. With this acquisition, we believe we are the third-largest
global patient monitoring device producer and it furthers our goal of becoming a leading provider of high-quality
medical devices to markets worldwide. The acquisition added established direct sales and service infrastructure in the
U.S., U.K. and France to our existing international sales operations and significantly expanded our presence in the
mainstream hospital markets in these countries. With the acquisition, we also added a team of experienced research
and development personnel based in the U.S., with knowledge and expertise in researching and developing products
catering to the U.S. and European markets. We plan to create cost synergies through manufacturing, research and
development and sales infrastructure integration. We have begun transferring higher-cost manufacturing that was
previously outsourced by our operations in Mahwah, U.S. to our manufacturing sites in China. Additionally, we have
been reviewing and subsequently transferring traditionally outsourced research and development projects in the

U.S. to our China sites to optimize our research and development productivity. At the same time, we have been
integrating sales and service infrastructure in markets where our China based operations and our newly acquired

U.S. based operations teams co-exist to have coherent marketing, sales and service across different sales channels. On
top of creating cost synergies, we have also made necessary personnel arrangements to cross sell Mindray branded
products through our acquired direct sales channel, beginning with our patient monitoring and life support products,
and continuing with other product categories once sales and service resources are in place.

Recent market turmoil in the global economy has made it difficult for us to predict our revenues, net income and
overall liquidity. Demand for our products is likely to be impacted by the fluctuating currency exchange rates,
underlying end-user demand and the credit availability negatively. We expect increased pricing pressure which may
lead to lower margins. In particular, we believe a higher percentage of government tender business in China will likely
negatively impact our gross margin because tender sales typically require higher discounts than sales to our
distributors. In regions where local currencies have experienced significant fluctuations against the U.S. dollar, we
also expect to grant a larger discount in our average selling price in order to attract more end-user demand. We have
and will be negotiating as frequently as required with our suppliers in an effort to lower our overall purchasing costs
and mitigate downward pressure on our margins. We also are actively seeking to increase the percentage of in-house
manufactured components, which we are able to produce more cost-effectively than third-party suppliers. We have
been actively eliminating personnel based on performance and cutting non-essential expenses to conserve our
financial resources. However, we endeavor to continue our investments in areas such as research and development and
sales and marketing where we believe will be critical to our long-term growth. Such investments will be done on a
selected basis and only after careful reviews by our management. In light of deteriorating global credit environment,
we will also be more selective when extending credit to our customers.

Pricing
We sell our products both through our direct sales force and to distributors.

To gain market penetration where we rely on distributors, we price our products at levels that we believe offer
attractive economic returns to distributors, taking into account the prices of competing products and our gross
margins. Average selling prices to distributors for our products are generally the same in China and internationally,
although we do make pricing adjustments based on specification adjustments for international markets. We believe
that we offer products of comparable quality to our international competitors at substantially lower prices.

The average sales prices of products we sell through our direct sales force are typically higher than the average sales
prices of products we sell to distributors. However, when we sell directly to hospitals, clinics, and government health
bureaus in China by participating in competitive bidding and tenders run by government bidding agents to procure
large-volume purchase contracts, the average sales prices tend to be slightly lower than those of products sold to
distributors. The lower pricing for these sales is more than offset by typically higher unit volumes, representing
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attractive sales opportunities for us. Overall, the higher average sales prices from direct sales are offset by the costs of
maintaining our direct sales force.

Through our continuous efforts to improve manufacturing efficiencies and reduce our raw material costs, we have
been able to reduce our overall production costs for existing products compared to prior years. We have
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typically passed the majority of these cost savings on to our customers by offering them lower prices while
maintaining targeted gross margin levels. We believe that our ability to offer price reductions without a significant
impact to our gross margins allows us to generate increased sales volume and gross profits, and helps alleviate any
pricing pressures we may face.

We are facing significant pricing pressures that we believe are related to the current global economic crisis. Coupled
with anticipated increases in China government tender sales, which are high volume but tend to have lower average
sales prices, we believe average sales prices could decline in the near term. Outside China, we face significant pricing
uncertainty related to foreign currency fluctuations, which can substantially reduce purchasing power in international
markers where our products are sold.

Revenues

We present revenues net of value-added tax. The value-added tax represents the amount we collect from our

customers at 17% offset by the value-added tax refund pursuant to Certain Policies to Encourage the Development of
Software and Integrated Circuit Industries as New and High Technology Enterprises at a rate of 14% of the sales value
for self-developed software embedded in our devices.

Our customer base is widely dispersed on a geographic basis, with sales into more than 160 countries. China is our
largest market by a significant margin, but has decreased as a percentage of our total net revenues in recent years as
we expand our global market reach. In the near term, we anticipate the our China sales as a percentage of our total net
revenues will increase, as China s economy appears to have generally fared better compared to most other major
markets where we sell our products.

In recent years, as we expanded our presence in markets outside China, our net revenues from outside China,
particularly in Europe and North America, grew more quickly as a percentage of our total net revenues than China.
However, due in large part to the global economic crisis, currency fluctuations and uncertainty surrounding potential
United States healthcare reforms, we believe in the near term that our net revenues from sales outside China will grow
more slowly than our total net revenues. Net revenues from Europe, North American and other countries in Asia
constituted 17.4%, 17.3% and 10.3%, respectively, of our total net revenues in 2008.

In other areas, which include Eastern Europe, we believe our net revenues are more susceptible to the impact of the
global economic crisis, due in large part to foreign currency fluctuations that can substantially reduce purchasing
power.

Our customer base is also widely dispersed on a revenue basis. In each of 2006, 2007 and 2008, no single customer
accounted for more than 3.0% of our total net revenues.

We primarily derive revenues from three business segments: patient monitoring and life support products, in-vitro
diagnostic products and medical imaging systems. These business segments accounted for 44.5%, 25.1% and 25.4%
of our total net segment revenues in 2008, respectively. We also have a business segments called other, which
includes primarily services revenue and revenue from research and development contracts.

Patient Monitoring and Life Support Products. We historically derived revenues for our patient monitoring and life
support products segment from sales of patient monitors, life support products and related accessories. Our patient
monitoring and life support products segment is our largest business segment and has the most extensive market
penetration of our three segments both domestically and internationally. We expect to continue to penetrate
large-sized hospitals in China and international markets with our direct sales platform in China, the United States and
Europe, increased brand recognition and the introduction of additional advanced products in this business segment,
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including our anesthesia machines and defibrillators we introduced in 2008. Due primarily to our acquisition of
Datascope s patient monitoring device business, we anticipate that in the near term, on a percentage basis, net revenues
in this segment will grow more quickly than total net revenues. However, this segment s growth relative to 2008
should be less significant because our 2008 revenues include eight month s net revenues from our acquisition of
Datascope s patient monitoring device business.

In-Vitro Diagnostic Products. We derive revenues for our in-vitro diagnostic products segment from sales of
diagnostic laboratory instruments and related reagents. Our current in-vitro diagnostic products portfolio consists of
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two primary product categories: hematology analyzers and biochemistry analyzers. We also sell reagents for use with
our products in both of these categories. A reagent is used each time an analysis is performed, generating a recurring
revenue stream for us. Diagnostic laboratory reagent sales accounted for 3.8% of the segment s net revenues in 2008.

We anticipate that we will continue to grow in-vitro diagnostic product revenues as we further penetrate this market
by developing and introducing of new advanced product offerings.

Medical Imaging Systems. We derive medical imaging systems segment revenues from sales of ultrasound systems,
digital radiography products and related accessories. We anticipate that, on a percentage basis, net revenues in our
medical imaging systems segment in the near term will grow more quickly than total net revenues, as we further
penetrate the medical imaging systems market and as we expand our products offerings, particularly with our color
Doppler ultrasound systems and digital radiography products.
Others. We derive revenues for our others segment revenues from after-sale services as well as research and
development services performed for customers on an ODM basis. Research and development income tends to be
lumpy in nature. We expect our after-sales service revenue to grow more slowly given that we do not anticipate
proportionate growth from this revenue stream from our higher growth areas, such as China.
Our ability to increase our revenues depends in large part on our ability to (i) increase the market penetration of our
existing products, (ii) successfully identify, develop, introduce and commercialize, in a timely and cost-effective
manner, new and upgraded products, and (iii) successfully integrate our acquisition of Datascope s patient monitoring
device business, including increasing awareness of our brand and its quality and leveraging the acquired direct sales
platform. We generally choose to devote resources to product development efforts that we believe are commercially
feasible, can generate significant revenues and margins and can be introduced into the market in the near term.
In any period, several factors will impact our net revenues, including:

global economic conditions;

the level of acceptance of our products among hospitals and other healthcare facilities;

our ability to attract and retain distributors, key customers and our direct sales force;

new product introductions by us and our competitors;

our ability to price our products at levels that provide favorable margins;

exchange rate fluctuations;

our ability to expand into and further penetrate international markets;

the availability of credit for our customers;

the continued availability of value added tax refunds; and

healthcare-related policies that could lead to curtailed capital investments, particularly in China and the United
States.

For a detailed discussion of some of the factors that may cause our net revenues to fluctuate, see Item 3.D, Key
Information Risk Factors Risks Relating to Our Business and Industry  Our quarterly revenues and operating results
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are difficult to predict and could fall below investor expectations, which could cause the trading price of our ADSs to
decline .

Cost of Revenues

Cost of revenues includes our direct costs to manufacture our products, including component and material costs,
salaries and related personnel expenses, depreciation of plant and equipment used for production purposes, shipping
and handling costs and provisional cost of warranty-based maintenance, repair services, and the cost of providing

sales incentives.
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Product mix is the most significant factor in determining our cost of revenues as a percentage of our net revenues. See
Comparison of Years Ended December 31, 2006, December 31, 2007 and December 31, 2008  Gross Profit and Gross
Margin .

The direct costs of manufacturing a new product are generally highest when a new product is first introduced. In
periods when we introduce a greater than average number of new products, our cost of revenues as a percentage of net
revenues tends to be higher due to start-up costs associated with manufacturing a new product and generally higher
raw material and component costs due to lower initial production volumes. As production volumes increase, we
typically improve our manufacturing efficiencies and are able to strengthen our purchasing power by buying raw
materials and components in greater quantities. In addition, we are able to lower our raw material and component
costs by identifying lower-cost raw materials and components. Moreover, when production volumes become
sufficiently large, we often gain further cost efficiencies by producing additional components in-house.

We currently have a relatively low cost base compared to medical device companies in more developed countries
because we source a significant portion of our raw materials and components and manufacture a significant portion of
our products in China. We are also seeking to strategically move to China component and raw material production
related to our U.S. operations. Historically, we have been able to reduce our raw material and component costs as we
increase purchase volumes and make improvements in manufacturing processes. We have typically passed the
majority of these cost savings on to our customers by offering them lower prices while maintaining targeted gross
margin levels. However, we believe that these reductions will be increasingly offset by rising costs of raw materials,
components and wages in China resulting from China s further economic development. In particular, we expect that
the costs of raw materials will increase in the near term. In addition, as we focus on more advanced products and new
product lines, we may find it necessary to use higher-cost raw materials and components that may not be cheaper in
China. We plan to mitigate future increases in raw material and component costs by using more common resources
across our product lines, increasing in-house manufacture of components and adopting more uniform manufacturing
and assembly practices.

Cost of revenues was impacted in 2008 by our acquisition of Datascope s patient monitoring device business. This is
due primarily to higher manufacturing costs from outsourced third parties, whereas our historical operations had a
higher percentage of components manufactured in house. While the cost of revenues for revenues from this business
were higher than our overall cost of revenues in 2008, we are actively seeking reductions and believe we will be able
to reduce them in part through anticipated integration synergies.

Gross Profit and Gross Margin

Gross profit is equal to net revenues less cost of revenues. Gross margin is equal to gross profit divided by net
revenues. Changes in our gross margins from period to period are primarily driven by changes in product mix. See

Cost of Revenues . Between 2006 and 2008, we were able to maintain gross margins between approximately 50% and
60%. In the near term, we anticipate that our gross margins could be negatively impacted, as we operate for our first
full year with the Datascope patient monitoring device business, which had lower gross margins than our historical
business. In addition, while we will continue to seek to develop and introduce high gross margin products, we will
also seek to introduce complementary goods that can boost our total net revenues but may have lower gross margins.
For example, to augment our suite of patient monitoring device and life support products, we intend to begin offering
surgical lights and surgical beds, which typically have lower gross margins than other products we offer in this
segment. However, because this is a complementary product, we believe the overall impact to net revenues and net
income should be positive, as we can leverage our existing sales infrastructure.

Gross margins for domestic and international sales to distributors tend to be substantially similar. In some periods, a
higher contribution from government tender sales in China may lead to a lower domestic gross margin. Overall gross
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margin for international sales is lower than domestic sales given the higher cost base from the acquired business.
Although the average sales prices of each of our products generally decreases over time, these decreases have
generally not had an adverse impact on our gross margins because in most instances they result from our ability to
reduce our cost of revenues and our strategic decision to pass on these cost savings to our customers.
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Operating Expenses

Our operating expenses consist of selling expenses, general and administrative expenses, research and development
expenses, and employee share-based compensation expenses.

Selling Expenses

Selling expenses consist primarily of compensation and benefits for our sales and marketing staff, expenses for
promotional, advertising, travel and entertainment activities, lease payments for our sales offices, and depreciation
expenses related to equipment used for sales and marketing activities.

In China, we primarily sell our products to distributors. Consequently, our China sales and marketing expenses as a
percentage of net revenues are significantly lower than manufacturers of medical devices that primarily sell their
products directly to end-users. While we intend to continue to sell our products in China primarily to distributors, we
also seek to build brand recognition by increasing marketing activities, which may increase our selling expenses.

Selling expenses as a percentage of total net revenues increased slightly in 2008, primarily due to the acquisition of
Datascope s patient monitoring device business and its direct sales platform. Compared to 2008, we expect that certain
components of our selling expenses as a percentage of total net revenues will increase as we integrate this direct sales
platform and we open new international sales and service offices to increase our market penetration in selected
international markets. We also anticipate increased selling expenses as we localize staff in our international offices.
We presently operate thirteen international sales and service offices and expect to open one more in 2009.

General and Administrative Expenses

General and administrative expenses consist primarily of compensation and benefits for our general management,
finance and administrative staff, depreciation and amortization with respect to equipment used for general corporate
purposes, professional advisor fees, lease payments and other expenses incurred in connection with general corporate
purposes.

We expect that most components of our general and administrative expenses as a percentage of net revenues will
increase due to our acquisition of Datascope s patient monitoring device business, which will be offset in part by
anticipated operating synergies from the integration of this business and improved operating efficiencies attributable
to our increased business scale. In particular, we anticipate having higher general and administrative costs related to
additional SOX 404 compliance costs relating to our U.S. operations and SAP implementation costs in our U.S. and
European operations.

Research and Development Expenses

Research and development expenses consist primarily of costs associated with the design, development and testing of
our products. Among other things, these costs include compensation and benefits for our research and development
staff, expenditures for purchases of supplies, depreciation expenses related to equipment used for research and
development activities, and other relevant costs. Research and development expenses as a percentage of net revenues
remained relatively steady at close to 10% of total net revenues in 2006, 2007 and 2008. Our investment in research
and development in 2006, 2007 and 2008 is consistent with our plan to annually invest approximately 10% of our net
revenues in research and development activities. This level of investment demonstrates our commitment to creating
and maintaining what we believe is the largest research and development team of any medical device manufacturer in
China, and continuing to develop and commercialize new and more advanced products. We are aggressively
in-sourcing a significant portion of the research and development related to our acquisition of Datascope s patient
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monitoring device business that was previously outsourced, and believe this will provide additional cost savings.
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Employee Share-Based Compensation Expenses

We account for employee share-based compensation expenses based on the fair value of share option or restricted
share grants at the date of grant. In February 2006, we adopted an employee share-based compensation plan, pursuant
to which certain members of our senior management and certain of our key employees may receive non-vested shares
or options to purchase ordinary shares. These non-vested shares options generally vest over a service period of four to
five years based on a graded vesting schedule and if the employees have met their performance targets based on
evaluation of each individual employee. Share-based compensation expenses are recorded when the performance
condition becomes probable over the service period.

We incurred $3.3 million, $7.7 million and $8.7 million in employee share-based compensation expenses in 2006,
2007 and 2008, respectively.

The table below shows the effect of the 2006, 2007 and 2008 share-based compensation charges on our operating
expense line items:

For the Year Ended December 31,

2006 2007 2008
(In thousands)
Cost of revenues $ 77 $ 267 $ 423
Selling expenses 801 2,781 2,870
General and administrative expenses 1,532 2,232 2,697
Research and development expenses 864 2,430 2,731

Other Income (Expense)

Other income (expense) is the sum of the line items other income, net plus interest income less interest expense from
our consolidated financial statements. Other income, net, has in the past consisted primarily of government subsidies

for the development of new high technology medical products and government incentives for making high technology
investments in our local region. In 2008, other income, net, included a non-recurring manufacturing transitional

services fee of $2.7 million received in connection with our acquisition of Datascope s patient monitoring device

business. We do not receive government subsidies or government incentives on a regular basis, and the amounts that

we have received in the past have tended to fluctuate significantly. While we intend to continue applying for

government subsidies and government incentives, we may not receive any.

In 2008, interest expense of $5.2 million mainly represents interest on financing obtained for the acquisition of
Datascope s patient monitoring device business and interest on our working capital facilities.

Taxes and Incentives

Our company is a tax exempted company incorporated in Cayman Islands and is not subject to taxation under the
current Cayman Islands law. Our subsidiaries operating in the PRC are subject to PRC taxes as described below and
the subsidiaries incorporated in the BVI are not subject to taxation.

Before 2008, the basic enterprise income tax rate for the foreign-invested enterprises in the PRC was 33% (30% state

tax and 3% local tax). However, being a manufacturing enterprise located in the Shenzhen special economic zone,
Shenzhen Mindray should have been subject to a preferential tax rate of 15% state tax and no local tax. However,
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Shenzhen Mindray was entitled to a tax exemption for two years from the year of its first taxable profit and a 50% tax
reduction for the third to fifth year (7.5% state tax and Nil% local tax). The first profitable year was 1999. Moreover,
Shenzhen Mindray was designated as a new and high technology enterprise under the then applicable PRC tax law
and was therefore eligible to receive a special additional enterprise income tax holiday which represented a reduction
in income tax of 50% resulting in a reduced tax rate of 7.5% for three years from 2004 through 2006. Beginning in
2007, the applicable income tax rate for Shenzhen Mindray became 15%. The additional tax that would otherwise
have been payable without enterprise income tax preferential treatment totaled $3.9 million in 2006, representing a
reduction in basic earnings per ordinary share of $0.05 in 2006.
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In March 2007, China passed the China Unified Enterprise Income Tax Law, or the New EIT Law, which became
effective on January 1, 2008. The New EIT Law establishes a single unified 25% income tax rate for most companies,
with some preferential income tax rates for qualified New and High-Tech enterprises . Shenzhen Mindray and Beijing
Mindray had obtained the qualification certificates of New and Hi-Tech Enterprises status in 2008 with a valid period
of three years from 2008 to 2010. However, the continued qualification of a New and Hi-Tech Enterprise for calendar
years of 2009 and 2010 will be subject to annual evaluation by the relevant government authority in China. In

addition, Shenzhen Mindray and Beijing Mindray will need to apply for an additional three-year extension upon the
expiration of the current qualification certificate if they desire to continue to enjoy the 15% reduced rate.. See

Item 3D, Key Information Risk Factors Risks Related to Doing Business in China  The discontinuation of any of the
preferential tax treatments or the financial incentives currently available to us in the PRC could adversely affect our
financial condition and results of operations .

Beijing Mindray is entitled to an enterprise income tax exemption for three years beginning from its first year of
operations and 50% tax reduction for the fourth to sixth years of its operations. The 50% reduction may result in a tax
rate ranging from 7.5% to 12.5%.

Our major subsidiary in the U.S., Mindray DS, is subject to tax at the average tax rate of 40.2% (35% Federal and 8%
State).

Artema in Sweden is subject to tax at 28%. Beginning January 1, 2009, the tax rate shall be reduced to 26.3%.

Our effective income tax rates in 2006, 2007 and 2008 were 6.1%, 15.2% and 13.5% respectively. The higher
effective income tax rates in 2007 and 2008 were primarily due to the expiration of tax holidays enjoyed in prior
years.

As a result of the lapse of enterprise income tax term holiday for Shenzhen Mindray our historical operating results

may not be indicative of our operating results for future periods. See Item 3.D, Key Information Risk Factors Risks
Related to Doing Business in China The discontinuation of any of the preferential tax treatments or the financial
incentives currently available to us in the PRC could adversely affect our business, financial condition and results of
operations .

Results of Operations

The following table sets forth our condensed consolidated statements of operations by amount for the indicated
periods:

Years Ended December 31,
2006 2007 2008
(In thousands of US$, except for share and per
share data)

Net revenues $ 190,374 $ 294,296 $ 547,527

Cost of revenues(a) (86,390) (132,768) (250,573)
Gross profit 103,984 161,528 296,954

Operating expenses:

Selling expenses(a) (26,622) (41,083) (80,088)
General and administrative expenses(a) (9,527) (12,042) (40,802)
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Research and development expenses(a) (18,741) (28,389) (51,945)
Expense of in-progress research and development (4,000) (6,600)
Operating income 45,094 80,014 117,519
Other income, net 756 2,357 4918
Interest income 3,505 9,726 8,361
Interest expense (58) (11D (5,163)
Income before income taxes and minority interests 49,297 92,086 125,635
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Years Ended December 31,
2006 2007 2008
(In thousands of US$, except for share and per
share data)

Provision for income taxes $ (3,023) $ (14,043) $ (16,948)
Minority interests (811)

Net income 45,463 78,043 108,687
Basic earnings per share 0.52 0.73 1.01
Diluted earnings per share 0.47 0.69 0.96
Shares used in computation of:

Basic earnings per share 87,066,163 106,328,347 107,366,250
Diluted earnings per share 96,370,084 112,678,984 113,364,756
Note (a):

Years Ended December 31,

2006 2007 2008
Share-based compensation charges incurred during the years related to:
Cost of revenues $ 77 $ 267 $ 423
Selling expenses 801 2,781 2,870
General and administrative expenses 1,532 2,232 2,697
Research and development expenses 864 2,430 2,731
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Comparison of Years Ended December 31, 2006, December 31, 2007 and December 31, 2008

Net Revenues

The following table sets forth net revenues by geography and the percentage of our total net revenues and net revenues

by business segment for 2006, 2007 and 2008:

Years Ended December 31,

2006 2007 2008
Net Net Net
Revenues Revenues Revenues
Net % of Net % of Net % of
Revenues Total Revenues Total Revenues Total

(In thousands, except percentages)

Geographic Data:

China $ 97,937 514% $ 145,493 49.4% $ 234,454 42.8%
Other Asia 27,687 14.5 39,606 13.5 56,245 10.3
Europe 32,599 17.2 54,033 18.4 95,023 17.4
North America 15,098 7.9 20,018 6.8 94,600 17.3
Others 17,053 9.0 35,146 11.9 67,205 12.2
Total net revenues $ 190,374 100.0% $ 294,296 100.0% $ 547,527 100.0%

Segment Data:
Patient monitoring and life

support products $ 76,351 40.1% $ 106,553 36.2% $ 243,890 44.5%
In-vitro diagnostic products 55,705 29.3 91,767 31.2 137,270 25.1
Medical imaging systems 55,719 29.3 91,522 31.1 138,973 25.4
Others 2,599 1.3 4,454 1.5 27,394 5.0
Total net segment revenues $ 190,374 100.0% $ 294,296 100.0% $ 547,527 100.0%

Net revenues did not previously include shipping and handling fees charged to customers and VAT refund for
segment reporting. The measures of net revenues include such shipping and handling fees and VAT refund for the
years ended December 31, 2006, 2007 and 2008.

Cost of revenues did not previously include shipping and handling fees from operating expenses and depreciation and

amortization for fair value adjustment in property, plant and equipment and intangible assets. The measures of cost of

revenues include such shipping and handling fees and depreciation and amortization for the years ended December 31,
2006, 2007 and 2008.

The 2006 and 2007 reported segment information has been restrospectively adjusted in order to conform to the change

in measurement of segment profit or loss in 2008. The current presentation better facilitates the review of segment
results by the Company s chief operating decision makers.
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Our total net revenues increased from $190.4 million in 2006 to $294.3 million in 2007 and $547.5 million in 2008, or
54.6% and 86.0% growth, respectively. These increases primarily resulted from improved penetration in both our
domestic and international markets and our introduction of new products. Increases in 2008 were also driven by our
acquisition of Datascope s patient monitoring device business. Between 2006 and 2008, we introduced more than 30
new products, which accounted for more than 25.0% of our 2008 net revenues.

On a geographic basis, net revenues generated in China increased from $97.9 million in 2006 to $145.5 million in
2007 and to $234.5 million in 2008, or 48.6% and 61.1% growth, respectively. These increases reflect increased sales
generated from our new products to existing and new customers as we added products that meet customer needs, and
additional sales resulting from increased government spending on healthcare in China.

During the period from 2006 to 2008, net revenues generated outside of China grew even faster than net revenues
generated in China, increasing from $92.4 million in 2006 to $148.8 million in 2007 to $313.1 million in
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2008, or 61.0% and 110.4% growth, respectively. As a percentage of total net revenues, net revenues generated
outside of China increased from 48.6% in 2006 to 50.6% in 2007 and 57.2% in 2008. These increases reflect our
improved penetration in international markets, with sales into more than 160 countries in 2008. The 2008 increases
also reflect our acquisition of Datascope s patient monitoring device business, which contributed to more than 30% of
our net revenues generated outside of China in 2008. Revenues generated from Europe increased by $21.4 million or
65.8% from 2006 to 2007, and increased by $41.0 million or 75.9% from 2007 to 2008, while our net revenues
generated in Asia, other than China, increased by $11.9 million or 43.0% from 2006 to 2007 and $16.6 million or
42.0% from 2007 to 2008.

Each of our business segments experienced significant net revenues growth in 2006, 2007 and 2008. Net revenues in
our patient monitoring and life support products segment increased from $76.4 million in 2006 to $106.6 million in
2007 and to $243.9 million in 2008, or 39.6% and 128.9% growth, respectively. Growth from 2006 to 2007 primarily
resulted from increased sales of our lower- and mid-tier patient monitoring devices and the introduction of our
Beneview series patient monitoring devices and our WATO anesthesia machines. Growth from 2007 to 2008 was
further impacted by our acquisition of Datascope s patient monitoring device business and increased sales of our
Beneview series patient monitoring devices and our WATO anesthesia machines. We also continued gaining market
acceptance from the higher-tier market in China.

Net revenues in our in-vitro diagnostic products segment increased from $55.7 million in 2006 to $91.8 million in
2007 and to $137.3 million in 2008, or 64.7% and 49.6% growth, respectively. This growth primarily resulted from
increased sales of our existing in-vitro diagnostic products and the introduction in 2007 of our BC-5500 hematology
analyzer and our BS-200 and BS-400 chemistry analyzers.

Net revenues in our medical imaging systems business segment increased from $55.7 million in 2006 to $91.5 million
in 2007 and to $139.0 million in 2008, or 64.3% and 51.8% growth, respectively. This growth primarily resulted from
increased sales of our existing medical imaging systems and the introduction of our DC-6 ultrasound system in 2006.
2008 revenues were also boosted by the introduction of our DC-3 and portable M-5 ultrasound systems.

Net revenues from others increased from $2.6 million in 2006 to $4.5 million in 2007 and to $27.4 million in 2008.
This growth primarily benefitted from our acquisition of Datascope s patient monitoring device business, which had
higher contribution from revenues generated by services.

We present revenues net of value-added tax. The value-added tax represents the amount we collect from our

customers at 17% offset by the value-added tax refund pursuant to Certain Policies to Encourage the Development of
Software and Integrated Circuit Industries as New and High Technology Enterprises at a rate of 14% of the sales value
for self-developed software embedded in our devices. Such refund had been a component of our net revenues prior to
2006 and was reported on an as-accrued basis. In 2006, due to PRC regulatory changes, sales of our embedded
software were temporarily disqualified for the value-added tax refund, and such refund has not included in our net
revenues for 2006 and 2007. In July 2008, pursuant to Cai Shui [2008] No. 92 jointly issued by the PRC government s
Ministry of Finance and the State Administration of Taxation, we are able to receive value-added tax refund for sales
of our embedded software on a retroactive basis. As we did not have prior experience in claiming the value-added tax
refund under Cai Shui [2008] No. 92, the refund relating to sales of our embedded software from January 2006 to July
2008 were only included in our net revenues when the refund claims have been approved by the PRC State
Administration of Taxation in 2008. The refund relating to the sales of our embedded software for the period from
August 2008 to December 2008, which was approved by the PRC State Administration of Taxation in the first quarter
2009, will be included in our net revenue in 2009. We anticipate the approval and receipt of such tax refund will
continue going forward, hence we will recognize refund due from sales of our embedded software in 2009 on an
as-accrued basis in our 2009 net revenue. Based on current PRC regulations, such refund will be available until the
end of 2010. The PRC government may or may not choose to renew such policy.
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Cost of Revenues

Total cost of revenues as a percentage of total net revenues was 45.4%, 45.1% and 45.8% in 2006, 2007 and 2008,
respectively. This stability is attributable primarily to natural price erosion being offset by savings on raw materials
and components and improved manufacturing efficiencies. In 2008, cost of revenues as a percentage of
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total net revenues was negatively affected by the acquisition of Datascope s patient monitoring device business, which
has higher overall cost of revenues compared to our historical business. Total cost of revenues increased from

$86.4 million in 2006 and to $132.8 million in 2007 and to $250.6 million in 2008, or 53.7% and 88.7% growth,
respectively. These increases were primarily due to increased sales volumes.

Patient monitoring and life support devices

Cost of revenues as a percentage of total net revenues remained stable at 41.5% from 2006 to 2007, and increased to
48.0% in 2008. From 2006 to 2007, savings on raw materials and components were offset by natural price erosion. In
2008, increase in cost of revenues as a percentage of net revenues mainly resulted from the acquisition of Datascope s
patient monitoring device business, which has a higher overall cost of revenues compared to our historical business. In
particular, there was a $4.3 million provision for inventory obsolescence recorded in 2008 as a result of change in
market conditions and estimates of forecasted net revenue levels.

In-vitro diagnostic products

Cost of revenues as a percentage of total net revenues increased from 45.3% in 2006 to 48.3% in 2007 and decreased
to 44.5% in 2008. The increase from 2006 to 2007 primarily resulted from a higher proportion of tender business in
2007, which in general has lower selling prices compared to our non-tender business. The decrease from 2007 to 2008
was mainly attributable to higher volumes of reagent sales, which have lower overall cost of revenues compared to
equipment sales.

Medical imaging systems

Cost of revenues as a percentage of total net revenues decreased from 44.8% in 2006 to 39.5% in 2007 and 34.6% in
2008. The reduction in cost of revenues as a percentage of net revenue was primarily driven by savings on
components due to increasing percentage of in-house manufacturing of probes.

Gross Profit and Gross Margin

Total gross profit increased from $104.0 million in 2006 to $161.5 million in 2007 and to $297.0 million in 2008, or
55.3% and 83.8% annual growth, respectively. Our consolidated gross margin was 54.6% in 2006, 54.9% in 2007 and
54.2% in 2008.

Operating Expenses

Our operating expenses primarily consist of selling expenses, general and administrative expenses, research and
development expenses and expense of in-progress research and development. Operating expense, as a percentage of
total net revenue, decreased from 30.9% in 2006 to 27.7% in 2007, and increased to 32.8% in 2008. The increase from
2007 to 2008 was primarily attributable to the overall higher costs resulting from our acquisition of Datascope s patient
monitoring device business, and operating our business with localized staff and in more developed countries,
particularly those areas where we maintain a direct sales force. Our operating expenses increased from $58.9 million

in 2006 to $81.5 million in 2007 and to $179.4 million in 2008, or 38.4% and 120.1% growth, respectively.

Selling Expenses
Our selling expenses, as a percentage of total net revenues, remained constant at 14.0% in 2006 and 2007, and

increased to 14.6% in 2008. Our selling expenses increased from $26.6 million in 2006 to $41.1 million in 2007 and
to $80.1 million in 2008. The increases as a percentage of total net revenues from 2006 to 2008 were primarily
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attributable to the following:

increases in salaries and bonus payments resulting primarily from a growing sales headcount, particularly on
our international sales team;

increase in travel, marketing and training expenses;
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an increase in share-based compensation expenses;

our acquisition of Datascope s patient monitoring device business, which contributed to more than 30% of our
selling expenses in 2008;

international expansion in more developed countries, which tends to be more expensive; and
building our direct sales force infrastructure and localizing our direct sales staff,

which were largely offset by improved operating leverage in our selling structure in China as we continue to create
and improve economies of scale in this area.

General and Administrative Expenses

Our general and administrative expenses increased from $9.5 million in 2006 to $12.0 million in 2007 and to
$40.8 million in 2008. The increase in general and administrative expenses between 2006 and 2008 was attributable to
an increase in salaries and depreciation expense.

Our general and administrative expenses, as a percentage of total net revenues, decreased from 5.0% in 2006 to 4.1%
in 2007, and then increased to 7.5% in 2008. The increase in 2008 was primarily attributable amortization expenses of
intangibles as a result of the acquisition of Datascope s patient monitoring device business, which contributed to
approximately 40% of our general and administrative expenses in 2008, and overall higher general and administrative
costs in more developed countries, particularly the United States.

Research and Development Expenses

Our research and development expenses, as a percentage of total net revenues, were 9.8% in 2006, 9.6% in 2007, and
9.5% in 2008. Our research and development expenses increased from $18.7 million in 2006 to $28.4 million in 2007
and to $51.9 million in 2008. Research and development headcount and salary increases accounted for 47.2% of the
increase in 2006, 58.9% of the increase in 2007, and 57.0% of the increase in 2008 as we built capacity for our new
R&D facility in Shenzhen and as a result of the Datascope acquisition, which contributed to 13.5% of our research and
development expenses in 2008.

Expense of In-Progress Research and Development

In 2006, we incurred a charge related to acquired intangible assets of $4.3 million (including a $4.0 million charge for
in-progress R&D and $0.3 million in amortization of other acquired intangible assets included as part of selling
expenses) which was recorded in connection with our acquisition of minority interests in our operating subsidiary,
Shenzhen Mindray, in April 2006. In 2008, we incurred a charge related to the Datascope acquisition of $6.6 million.

Other Income (Expense)

We had other income of $0.8 million in 2006, $2.4 million in 2007 and $4.9 million in 2008. A majority of other
income in 2006 and 2007 was related to government subsidies and exchange rate gain. $2.7 million of our other
income in 2008 came from a non-recurring manufacturing fee as provided for in the transitional services agreement
related to our acquisition of Datascope s patient monitoring device business.
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Our interest expense increased from $0.1 million in 2006 and $0.0 million in 2007 to $5.2 million in 2008. This
increase was primarily attributable to interest on financing obtained for the acquisition of Datascope s patient
monitoring device business and interest on our working capital facilities. See Item 5.B, Liquidity and Capital
Resources.

Provision for Income Taxes
Provision for income taxes increased from $3.0 million in 2006 to $14.0 million in 2007 and $16.9 million in 2008.
Due to various special tax rates, tax holidays and incentives that have been granted to us in China, our income taxes

have been relatively low. The additional income tax that would have otherwise been payable without the
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various special tax rates, tax holidays and incentives in China would have been $3.9 million in 2006 and $Nil in 2007
and 2008.

Our overall effective tax rate was 6.1% in 2006, 15.2% in 2007 and 13.5% in 2008.
Minority Interests

Minority interests were $0.8 million in 2006, $Nil in 2007 and $Nil in 2008. In April 2006, we acquired substantially
all minority interests.

Net Income

As a result of the foregoing, net income increased from $45.5 million in 2006 to $78.0 million in 2007 and $108.7 in
2008, while net margin increased from 23.9% in 2006 to 26.5% in 2007, and decreased to 19.9% in 2008.

Critical Accounting Policies

We prepare our financial statements in conformity with U.S. GAAP, which requires us to make estimates and
assumptions that affect our reporting of, among other things, assets and liabilities, contingent assets and liabilities and
net revenues and expenses. We continually evaluate these estimates and assumptions based on the most recently
available information, our own historical experiences and other factors that we believe to be relevant under the
circumstances. Since our financial reporting process inherently relies on the use of estimates and assumptions, our
actual results could differ from what we expect. This is especially true with some accounting policies that require
higher degrees of judgment than others in their application. We consider the policies discussed below to be critical to
an understanding of our audited consolidated financial statements because they involve the greatest reliance on our
management s judgment.

Allowance for Doubtful Accounts

We generally require domestic customers to make a deposit prior to shipment and we generally require that our
international customers pre-pay for their products in cash or with letters of credit. However, from time to time we
extend credit to domestic customers in the normal course of business and we extend credit to most of our direct
customers and select qualified distributors in North America and Europe. We maintain an allowance for doubtful
accounts for estimated losses resulting from the inability of our customers to make required payments. The allowance
is determined by (1) analyzing specific customer accounts that have known or potential collection issues and

(2) applying historical loss rates to the aging of the remaining accounts receivable balances. The allowance for
doubtful accounts was $0.7 million in 2006, $1.1 million in 2007 and $3.9 million in 2008. Additional allowances
may be required as we extend additional credit to domestic distributors and a qualified international direct customers
and distributors in North America and Europe, if we change our credit policies as our customer base expands and
further diversifies, or if the financial condition of our customers deteriorates.

Write Down of Inventories

We value inventories, which include material, labor and manufacturing overhead, at the lower of cost or market using
the standard cost basis that approximates the first-in-first-out method. Management evaluates inventory from time to
time for obsolete or slow-moving inventory and we base our provisions on our estimates of forecasted net revenue
levels, economic market conditions and quantity on hand. A significant change in the timing or level of demand for
our products as compared to forecasted amounts may result in recording additional provisions for obsolete or
slow-moving inventory. We record such adjustments to cost of sales in the period the condition exists.
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Warranty Provision

We record a warranty provision at the time product revenue is recorded on a historical rate and review the provision
during the year and if necessary, adjust the provision to reflect new product offerings or changes in experience. Actual
warranty claims are tracked by product line.
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Impairment of assets

We review our long-lived assets and finite-lived intangible assets for potential impairment in circumstances that the
carrying amount of the assets may not be recoverable. If the sum of the projected undiscounted cash flows is less than
the carrying amount of the assets, the carrying value is reduced to the estimated fair value as measured by the
discounted cash flows. We have not experienced any events or changes that would indicate that the carrying amounts
of any of our assets may not be recoverable.

Provisions for Income Taxes

We record liabilities for probable income tax assessments based on our estimate of potential tax related exposures.
Recording of these assessments requires significant judgment as uncertainties often exist in respect to new laws, new
interpretations of existing laws and rulings by taxing authorities. Differences between actual results and our
assumptions are recorded in the period they become known. Although we have recorded all probable income tax
accruals in accordance with FASB Interpretation No. 48, Accounting for Uncertainty in Income Tax, and

SFAS No. 109, Accounting for Income Taxes, our accruals represent accounting estimates that are subject to the
inherent uncertainties associated with the tax audit process, and therefore include certain contingencies. We believe
that any potential tax assessments from the various tax authorities that are not covered by our income tax provision
will not have a material adverse impact on our consolidated financial position or cash flows. However, they may be
material to our consolidated earnings of a future period. Our overall effective tax rate was 6.1% in 2006, 15.2% in
2007 and 13.5% in 2008.

Revenue Recognition
We generate revenue from sale of medical devices. The medical devices that we sell include a software element that is
essential to the functionality of the medical devices as a whole. However, since the sales arrangements do not require
significant production, modification or customization of the software, revenues from the sale of medical devices are
recognized when all of the following conditions have been satisfied:

There is persuasive evidence of an arrangement;

Delivery has occurred (e.g. an exchange has taken place);

The sales price is fixed or determinable; and

Collectability is reasonably assured.
All sales are based on firm customer orders with fixed terms and conditions. We do not provide our customers with
the right of return, price protection or cash rebates. The sales arrangements do not include any significant post
customer support services and do not provide customers with upgrades. Accordingly, revenue from the sale of
products is typically recognized upon shipment, when the terms are free-on-board shipping point, or upon delivery.
We offer sales incentives to certain customers in the form of free products if they meet a certain level of items
purchased. The costs of these sales incentives are estimated and accrued as a cost of revenues with a corresponding
current liability at the time of revenue recognition based on our past experience and our customers purchase history,

which involves significant judgement by management.

We present revenues net of value-added tax ( VAT ). The VAT represents a 17% tax collected from customers on
behalf of the tax authority, which amounts to $16,924, $24,809 and $37,144 for 2006, 2007 and 2008, respectively,
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offset by a 14% VAT refund that we are entitled to for sales of products with embedded self-development software. In
2006, a change in PRC regulations around the VAT and our self-developed software specified that we no longer
qualified for the 14% VAT refund. In July 2008, the PRC tax authority issued a new tax notice which had retroactive
effect from year 2006 and further clarified and redefined the embedded software sales eligible for the VAT refund.
Given lack of experience in collecting the VAT refund under the new tax notice, we determined to record the VAT
refund only when approved. In September 2008, we received tax notices from the Shenzhen tax bureau approving an
aggregate of $21,816 of VAT refund for our software sales for the periods from January 1, 2006 to July 31, 2008.
Accordingly, the amount of the VAT refund included in revenues was $97, $Nil and $21,816 for the years ended
December 31, 2006, 2007 and 2008, respectively.
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Valuation of Share-Based Compensation

For option grants, we utilize the Black-Scholes option-pricing model to determine the fair value of the options. This
approach requires us to make assumptions on variables such as share price volatility, expected terms of options and
discount rates. Our share-based compensation arrangement includes a performance condition that affects vesting. We
estimate the probability of the employees meeting the performance condition that affect the vesting amount. Changes
in these assumptions and our estimates of the probability could significantly affect the amount of employee
share-based compensation expense we recognize in our consolidated financial statements.

B. Liquidity and Capital Resources.

Overview

We anticipate that we will continue to generate operating cash flow sufficient to fund our cash needs and operations
and make payments on any existing liabilities. We believe we have adequate liquidity reasonably available to meet the

requirements of our currently anticipated circumstances and do not anticipate that we will need to utilize
non-operational sources of cash such as debt or equity financing to meet our current cash needs.

2007 2008
(In thousands)
Cash and cash equivalents $ 189,045 $ 96,370
Net cash generated from operating activities 93,401 92,916
Net cash used in investing activities (118,785) (335,020)
Net cash (used in) generated from financing activities (11,660) 142,203

Operating Activities

Net cash generated from operating activities decreased slightly to $92.9 million in 2008 from $93.4 million in 2007.
This decrease was mainly attributable to increases in accounts receivable and value added tax receivables, offset by
several factors, including (i) the substantial increase in net income to $108.7 million in 2008 compared to

$78.0 million in 2007; and (ii) the increase in add-back of non-cash expenses, mainly consisting of depreciation and
amortization, provision of inventory and in-progress research and development.

Our inventory balances as of December 31, 2007 and 2008 were $24.8 million and $57.5 million, respectively. Our
number of inventory days, which we define as the average inventory balances during the period divided by cost of
revenues and multiplied by the number of days in the period, increased from 55 days in 2007 to 60 days in 2008. This
is due primarily to our acquisition of Datascope s patient monitoring device business, which maintains higher
inventory levels than our historical business. We are actively looking at ways to manage inventory days between 60
and 70. As of December 31, 2007 and 2008, the accounts receivable increased to $28.8 million and $89.7 million,
respectively, compared to the prior year. Average accounts receivable days increased from 26 days in 2007 to 40 days
in 2008. The increase primarily resulted from our growth in net revenues from expansion of international sales,
because of our international distributors receiving longer average payment terms and in some cases paying by letter of
credit, our increased volume of tender sales and the increasing frequency with which our international distributors
seek to obtain export insurance, which can take a full week or longer. We anticipate that average accounts receivable
days will increase as we extend credit to a limited number of qualified distributors in Europe and North America.
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Our accounts payable as of December 31, 2007 and 2008 were $18.2 million and $29.0 million, respectively. Our
average number of days of accounts payable at December 31, 2007 and 2008 were 59 and 46 days, respectively.

Investing Activities

Investing activities primarily include an acquisition, restricted cash, third party loans and purchases of property, plant
and equipment. Net cash used in investing activities was $118.8 million and $335.0 million in 2007 and 2008,
respectively. The acquisition of Datascope s patient monitoring device business accounted for $211.2 million of this
increase. Restricted cash increased from $Nil in 2007 to $117.5 million in 2008, relating to collateral for loans related
to our acquisition of Datascope s patient monitoring device business. See  Financing Activities. In
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addition, purchases of and advances for property, plant and equipment and land use rights increased $23.2 million in
2008 compared to 2007. These purchases were primarily made in connection with the expansion and upgrade of our
research and development and manufacturing facilities. See note 8 to our consolidated financial statements included
elsewhere in this annual report. Increases in net cash used in investing activities were offset by a decrease in
investments of $58.5 million in 2008 compared to 2007.

Financing Activities

Cash used in financing activities typically consists primarily of dividend payments, which totaled $15.9 million and
$19.3 million in 2007 and 2008, respectively, and proceeds from option exercises, which totaled $9.1 million and $6.2
million in 2007 and 2008, respectively. Proceeds from bank loans relating to the acquisition of Datascope s patient
monitoring device business accounted for $155.3 million of net cash generated from financing activities in 2008.

We maintain working capital facilities with various banks in the PRC. As of December 31, 2008, we had applied
$7.4 million of our credit facilities towards issuance of letters of credit used as payments to our suppliers and also as
security deposits when we bid in government tenders. These activities are reflected on our balance sheet as Notes
payable. As of December 31, 2008, the total borrowing capacity under these working capital facilities was

$87.9 million, of which $80.5 million was available. In June 2008, we additionally entered into a one-year revolving
working capital facility for an amount of $25.0 million to finance our working capital requirements. As of

December 31, 2008, the outstanding balance was $15.1 million and was recorded on our balance sheet as short-term
bank loans.

In connection with the acquisition of Datascope s patient monitoring device business we also entered into a loan
agreement with Bank of China for approximately $141.4 million, payable in three installments in May, August and
November 2009, respectively. See Item 10.C Material Contracts.

Pursuant to relevant PRC laws and regulations applicable to our subsidiaries in the PRC, these subsidiaries are
required to make appropriations from net income as determined in accordance with PRC GAAP to non-distributable
reserves (also referred to as  statutory common reserves ), which included a statutory surplus reserve and a statutory
welfare reserve as of December 31, 2005. Based on newly revised PRC Company law which took effect on January 1,
2006, the PRC subsidiaries are no longer required to make appropriations to the statutory welfare reserve but
appropriations to the statutory surplus reserve are still required to be made at 10% of the profit after tax as determined
under PRC GAAP until the balance of such reserve fund reaches 50% of the subsidiaries registered capital. Shenzhen
Mindray s registered capital is RMB350.0 million.

The statutory surplus reserve is used to offset future extraordinary losses. Our subsidiaries may, upon a resolution
passed by the shareholders, convert the statutory surplus reserve into capital. The statutory welfare reserve was used
for the collective welfare of the employees of subsidiaries. These reserves represent appropriations of retained
earnings determined according to PRC law and may not be distributed. There were no appropriations to reserves other
than to those of our subsidiaries in the PRC during any of the periods presented. However, as a result of these laws,
approximately $22.0 million of our retained earnings was not available for distribution as of December 31, 2008.

We believe that our current levels of cash and cash equivalents and cash flows from operations will be sufficient to
meet our anticipated cash needs until at least June 2010. In June, September and November 2009, we are required to
make three payments of approximately $47.0 million each on the acquisition financing loan from Bank of China. We
are able to make all of these payments out of restricted cash funds and deposited as collateral for the loan and cash.
Paying through a dividend of these funds out of China would reduce the amount payable on the loan as well as the
corresponding collateral held on deposit as restricted cash, but some of the funds paid as dividends may be subject to a
5% dividend withholding tax in China. Alternatively, our board of directors and management will consider our other
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financing options for making this payment, including but not limited to refinancing the debt and using then-existing
cash and cash equivalents.

We may require additional cash resources if we wish to pursue opportunities for investment, acquisition, strategic
cooperation or other similar action. If we determine that our cash requirements exceed our amounts of cash
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and cash equivalents on hand, we may seek to issue debt or equity securities or obtain a credit facility. Any issuance
of equity securities would cause shareholder dilution. Any incurrence of indebtedness could increase our debt service
obligations and cause us to be subject to restrictive operating and finance covenants. It is possible that, when we need
additional cash resources, financing will only be available to us in amounts or on terms that would not be acceptable
to us or financing will not be available at all.

Capital Expenditures

Our capital expenditures totaled $47.9 million and $71.1 million in 2007 and 2008, respectively. Our capital
expenditures consisted primarily of the purchases of and advances for property, plant and equipment and land use
rights. In 2009, we anticipate spending between $40.0 million and $60.0 million on capital expenditures for normal
maintenance and completion of our research and development center adjacent to our headquarters in Shenzhen. We
expect to use existing cash and cash generated from operating activities to fund our planned capital expenditures.

C. Research and Development.

Our success to date has in part resulted from our strong research and development capabilities, which allow us to
regularly introduce new and more advanced products at competitive prices within a relatively short period of time.
Between 2006 and 2008, our spending on research and development has remained relatively steady at approximately
10% of net revenues. We believe our current spending level, as a percentage of net revenues, is comparable to many
of our international competitors and greater than most of our domestic competitors. As of December 31, 2008, our
research and development team consisted of more than 1,400 engineers, representing more than one-fourth of our
employees worldwide, and we expect to have more than 1,500 engineers on staff by the end of 2009.

As the average cost of a research and development engineer in China is significantly lower than in the United States or
Western Europe, we have been able to build a research and development team that we believe is much larger, as a
percentage of total employees, than most of our international competitors, and the largest of any domestic
manufacturer of medical devices in China. Due to our strong brand reputation we have been able to recruit a strong
research and development team.

We employ project selection procedures that focus on projects that we believe are commercially feasible, can generate
significant revenue and can be introduced into the market in the near-term. We seek to develop only those products
that we believe can provide us with an average gross margin of at least 50% over their life cycles. Prior to developing
a product improvement or new product, we consult with our sales and service representatives and review end-user
feedback to assist us in better identifying the changing needs and demands of medical service providers. We also
engage outside consultants to assist us in identifying trends in the medical device market. We believe this increases
the likelihood of developing commercially viable products. Once we identify a product opportunity, our sales and
service, research and development, and manufacturing teams work closely together to determine potential market
demand for a product and how it fits with our current design and manufacturing capabilities. We organize regular
meetings in which our sales and service, research and development, and manufacturing teams review progress and, if
necessary, adjust the emphases of our research and development projects.

If we deem a new product to be commercially feasible, our research and development team will work closely with our
manufacturing team to move production forward. This integrated approach allows us to identify potential difficulties
in commercializing our product or product improvement. Furthermore, it also enables us to make adjustments as
necessary and develop cost-efficient manufacturing processes prior to mass production. We believe these abilities can
significantly shorten the time it takes to launch a commercialized product. In the last three years, we have developed
and brought to market more than 30 new products that appeal to a wide range of end-users.
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In addition to new product development and improvements to existing products, our research and development team
focuses on manufacturing and assembly process improvements to control and improve costs.

We maintain a research and development center in Beijing, which we operate through our subsidiary Beijing Mindray.
The location of our research and development center in Beijing allows us to compete for skilled research and

development technicians and managers who would otherwise be unavailable in our Shenzhen research and
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development facilities. We also maintain a research and development office in Seattle, Washington to focus on more
advanced medical device technologies, and as a result of the acquisition of Datascope s patient monitoring device
business, maintain research and development facilities in New Jersey and Sweden. We are further expanding our
research and development capabilities by developing an additional research and development facility in Nanjing.

D. Trend Information.

Other than as disclosed elsewhere in this annual report, we are not aware of any trends, uncertainties, demands,
commitments or events for the period from January 1, 2006 to December 31, 2008 that are reasonably likely to have a
material adverse effect on our revenues, income, profitability, liquidity or capital resources, or that caused the
disclosed financial information to be not necessarily indicative of future operating results or financial conditions.

E. Off-Balance Sheet Commitments and Arrangements.

We do not have any outstanding off-balance sheet guarantees, interest rate swap transactions or foreign currency
foreign contracts. We do not engage in trading activities involving non-exchange traded contracts. In our ongoing
business, we do not enter into transactions involving, or otherwise form relationships with, unconsolidated entities or
financials partnerships that are established for the purpose of facilitating off-balance sheet arrangements or other
contractually narrow or limited purposes.

F. Tabular Disclosure of Contractual Obligations.

A summary of our contractual obligations at December 31, 2008 is as follows:

Contractual Obligations

More
Less
Than Than
1 Year 1-3 Years 3-5 Years 5 Years Total
(In thousands of US$)
Capital commitments 29,241 29,241
Operating leases(1) 4,007 5,903 5,284 10,606 25,800
Short-term bank loans 157,007 157,007
Total 190,255 5,903 5,284 10,606 212,048

(1) Operating leases are for office premises and our assembly and manufacturing facility.
Pursuant to an agreement with the Government of the Nanjing Jiangning Development Zone, we intend to invest up to
US$150 million over three and one-half years to build a research and development and manufacturing facility in

Nanjing.
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ITEM 6. DIRECTORS, SENIOR MANAGEMENT AND EMPLOYEES
A. Directors and Senior Management.

The following table sets forth certain information relating to our directors and executive officers as of May 8, 2009:

Name Age Position

Xu Hang 46  Chairman and Co-Chief Executive Officer

Li Xiting 57  Director, President and Co-Chief Executive Officer

Joyce I-Yin Hsu(2)(3)(4) 34  Director, Chief Financial Officer

Cheng Minghe 47  Executive Vice President of Strategic Development

Liu Jie 40  Chief Operating Officer

David Gibson 40  President, Datascope Patient Monitoring, Mindray DS
USA Inc.

Tim Fitzpatrick 42  General Counsel

Ronald Ede(5) 50  Director, Group Vice President of International Affairs

Chen Qingtai(1) 71  Director

Jixun Lin 44 Director

Kern Lim(1)(2)(3) 39  Director

Peter Wan(1)(2)(3) 56  Director

Wu Qiyao 72 Director

(1) Member, audit committee

(2) Member, compensation committee

(3) Member, nomination committee

(4) Joyce I-Yin Hsu served as the Chief Financial Officer until May 8, 2009.

(5) Ronald Ede served on the audit committee until June 25, 2008. Mr. Ede shall assume the position of Chief
Financial Officer effective May 9, 2009.

Xu Hang has served as the chairman of our board of directors and co-chief executive officer since 1991. Mr. Xu is one
of our founders and the core managerial personnel of our company. Mr. Xu is responsible for strategic planning and
business development. Mr. Xu received a bachelor s degree from Tsinghua University Department of Computer
Science and Technology, a master s degree in biomedical engineering from Tsinghua University Department of
Electrical Engineering and an EMBA degree from China-Europe International Business School. He currently serves as
independent director for Wiscom System Co. Ltd., a company listed on the Shenzhen Stock Exchange.

Li Xiting has served as our director, president and co-chief executive officer since 1991. Mr. Li is one of our founders
and the core managerial personnel of our business. Mr. Li is responsible for our business operations and management.

Mr. Li received a bachelor s degree from University of Science and Technology of China.

Joyce I-Yin Hsu has served as our chief financial officer from February 2006 to May 2009 and as our director since
2006. From 2000 to February 2006, Ms. Hsu was an executive director at Goldman Sachs (Asia) L.L.C. with its
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Principal Investment Area. From 1998 to 2000, Ms. Hsu worked as an investment banker at Goldman Sachs where she
divided her responsibilities between the equity capital markets group and corporate finance. Ms. Hsu has also served
on the boards of Focus Media Holding Limited, China Yurun Food Group Limited and China Haisheng Juice
Holdings Company Limited. Ms. Hsu received her B.S. degree in business administration from the University of
California at Berkeley.

Cheng Minghe has served as our executive vice president of strategic development since 2007. Previously, Mr. Cheng
served as the executive vice president of sales and marketing since 2004 and vice president of sales and marketing
from 2000 to 2003. Prior to that, from 1998 to 2000, he served as a vice president for Rayto Life and Analytical
Sciences Limited. From 1991 to 1998, Mr. Cheng served as vice president of our sales department. Mr. Cheng
received his bachelor s degree and master s degree in biomedical engineering from Shanghai Jiaotong University.
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Liu Jie has served as our Chief Operating Officer since August, 2008. Previously, Mr. Liu has served as executive
vice president of international sales and marketing since 2007 and vice president of international sales and marketing
since 2005. Prior to joining Mindray, Mr. Liu worked in sales, marketing and product management roles with
Hewlett-Packard and Johnson and Johnson. He holds an MBA degree the University of Michigan, an M.S. degree
from the Chinese Academy of Sciences, and a bachelors degree in Engineering from Zhejiang University.

David Gibson has served as president of Datascope Patient Monitoring, Mindray DS USA Inc. since May 2008. From
2005 to May 2008 Mr. Gibson was president of Datascope Corp., patient monitoring division, and from 2003 to 2004
was vice president of service and interim vice president of research and development for patient monitoring. From
1996 to 2002, he served as vice president of repair operations, and regional service manager at General Electric
Systems. Prior to that Mr. Gibson served for six years as a US Navy officer on a nuclear submarine. He holds a
bachelor of science degree in electrical engineering from University of Florida and a masters of business
administration from Brenau University.

Tim Fitzpatrick has served as our general counsel since September 2006. Prior to joining our company,

Mr. Fitzpatrick worked as an attorney in the United States and in Hong Kong. Mr. Fitzpatrick received his J.D. from
the University of California at Los Angeles, his M.A. from the University of California at San Diego, and his B.A.
from Hamilton College.

Ronald Ede has served as director since September 2006, our group vice president of international operations since
June 2008 and shall serve as our Chief Financial Officer beginning May 9, 2009. From September 2006 to June 2008,
he served as our independent director and chairman of the audit committee. From 2004 until June 2008, he served as
the chief financial officer, Asia Pacific for JDSU Corp. From 2003 to 2004 he served as director of Grandfield
Consultancy Ltd. From 2002 to 2003 he served as a director and consultant to Ernst & Young. From 1998 to 2002 he
served as the managing director, Asia for SonoSite Inc. From 1992 to 1998 he was the director of international finance
for ATL Ultrasound Inc. Mr. Ede received his bachelor of business administration degree from University of Hawaii
and a master of business administration degree from the University of Washington.

Chen Qingtai has served as our director since 2006. He served concurrently as chairman and chief executive officer

of Dongfeng Peugeot Citroen Automobile Limited from 1985 until 1992. From 1992 to 1993, he served as deputy
director of the State Council Economic and Trade Office. From 1993 to 1998, Mr. Chen served as the deputy director
of the State Economic and Trade Commission. In 1997, he served as a member of First session of the Monetary Policy
Committee of the People s Bank of China. From 1998 to 2004, Mr. Chen served as deputy director of the Development
Research Center of the State Council. From 2000 to 2006, he served as an independent director of Sinopec Corp.

Mr. Chen received his bachelor of science degree in power and dynamics engineering from Tsinghua University. He
currently serves as a standing member of National Committee of the Chinese People s Political Consultative
Conference. Mr. Chen also serves as an independent director of Bank of Communications Co., Ltd. and the dean of

the School of Public Policy and Management at Tsinghua University.

Jixun Lin has served as our director since November 1, 2007. Mr. Lin is founder and chief executive officer of ACON
Laboratories Inc., a manufacturer of rapid diagnostic test products. Dr. Lin founded ACON Laboratories Inc. in 1995
and serves on its board of directors. He also serves on the board of directors for ACEA BioSciences Inc., a company
providing cell-based assay systems for basic life science research and drug discovery. Mr. Lin received his Ph.D. in
microbiology and immunology from the Medical University of South Carolina and a Bachelor of Medicine from
Zhejiang Medical University.

Peter Wan has served as our director since September 2008. Mr Wan is a Hong Kong Certified Public Accountant and

a former partner of PricewaterhouseCoopers, Hong Kong and China firm. He is a fellow of the Hong Kong Institute of
Certified public Accountants, the Association of Chartered Certified Accountants, UK and the Hong Kong Institute of
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Directors. Mr Wan is currently an independent director and the chairman of the audit committee of United
Commercial Bank (China) Limited in Shanghai, PRC and China Resources Land Limited, a company listed in the
Hong Kong Stock Exchange. He also serves as a director and/or committee member of a number of non-government
organizations and voluntary agencies in Hong Kong. Mr Wan received the higher diploma in accountancy from Hong
Kong Polytechnic in 1975.
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Kern Lim has served as our director since September 2008. Mr. Lim currently serves as the vice president of finance
of the Venetian Macao-Resort-Hotel, and is a Singapore certified public accountant. From 2006 to 2008 Mr. Lim was
the global chief financial officer of Asimco Technologies Limited, a Cayman Islands company with operations in
China. From 2003 to 2006, Mr. Lim was the chief financial officer of Eastman Kodak for the Asia Pacific region.
Mr. Lim also serves as a director and chair of the audit committee of China Auto Electronics Group, a Singapore
public company, and as a director and member of the audit committee of China Zaino, also a Singapore public
company. Mr. Lim received his bachelor s degree in financial and management accounting from the Nanyang
Technological University in Singapore.

Wu Qiyao has served as our director since 2006. Mr. Wu has been a professor in Beijing Institute of Technology since
1983. Mr. Wu has served as an evaluation committee member of medical device registration of the SFDA since 1996.
From 1996 to 2002, he served as a deputy director of State Medical Equipment Evaluation Expert Committee. Mr. Wu
currently serves as a committee member of science and technology department of National Population and Family
Planning Commission of China. He also serves as a director of Chinese Institute of Electronics, and a director of the
China Instrument and Control Society. Mr. Wu received his bachelor s degree in wireless electricity from Beijing
Institute of Technology.

The business address of our directors and executive officers is Mindray Building, Keji 12th Road South, Hi-tech
Industrial Park, Nanshan, Shenzhen, 518057, People s Republic of China.

B. Compensation.
Remuneration and Borrowing

The directors may determine remuneration to be paid to the directors. The compensation committee assists the
directors in reviewing and approving the compensation structure for the directors. The directors may exercise all the
powers of our company to borrow money and to mortgage or charge its undertaking, property and uncalled capital,
and to issue debentures or other securities whether outright or as security for any debt obligations of our company or
of any third party.

Compensation of Directors and Executive Officers

In 2008, we paid aggregate cash compensation of approximately $1.5 million to our directors and executive officers as
a group. We do not pay or set aside any amounts for pension, retirement or other benefits for our officers and
directors.

2006 Employee Share Incentive Plan

Our 2006 Employee Share Incentive Plan was adopted by our board of directors at a meeting in February 2006 and
was subsequently amended by our Amended and Restated 2006 Share Incentive Plan by shareholders resolution on
September 1, 2006. The Amended and Restated 2006 Employee Share Incentive Plan is intended to promote our
success and to increase shareholder value by providing an additional means to attract, motivate, retain and reward
selected directors, officers, employees and third party consultants and advisors.

Under the Amended and Restated 2006 Employee Share Incentive Plan, we are limited to issuing awards exercisable
for or representing in the aggregate no more than 15,000,000 Class A ordinary shares.

Options generally do not vest unless the grantee remains under our employment or in service with us on the given
vesting date. However, in circumstances where there is a death or disability of the grantee, or, for certain option
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holders, a change in the control of our company, the vesting of options will be accelerated to permit immediate
exercise of all options granted to a grantee.

Our compensation committee, which administers our option plan, has wide discretion to award options. Subject to the
provisions of our option plan, our compensation committee determines who will be granted options, the type and
timing of options to be granted, vesting schedules and other terms and conditions of options, including the exercise
price. Any of our employees may be granted options. The number of options awarded to a person, if any, is based on
the person s potential ability to contribute to our success, the person s position with us and other factors
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chosen by our board of directors. The number of options that vest for an employee in any given year is subject to
performance requirements and evaluated by our human resources department.

Generally, to the extent an outstanding option granted under our option plan has not vested on the date the grantee s
employment by or service with us terminates, the unvested portion of the option will terminate and become
unexercisable.

Our board of directors may amend, alter, suspend, or terminate our option plan at any time, provided, however, that in
order to increase the limit on issuable options from the current limit of options exchangeable for 15,000,000 Class A
ordinary shares, our board of directors must first seek the approval of our shareholders and, if such amendment,
alteration, suspension or termination would adversely affect the rights of an optionee under any option granted prior to
that date, the approval of such optionee. Without further action by our board of directors, the Amended and Restated
2006 Employee Share Incentive Plan will terminate in 2016.

Our board of directors authorized the issuance of up to 15,000,000 Class A ordinary shares upon exercise of awards
granted under our Amended and Restated 2006 Employee Share Incentive Plan. As of December 31, 2008, options to
purchase 10,503,910 Class A ordinary shares were outstanding. The table below sets forth the option grants made to
our directors and executive officers pursuant to the Amended and Restated 2006 Employee Share Incentive Plan as of
December 31, 2008.

Number of
Ordinary Shares

to be Issued

Exercise Price

Upon Exercise per
Name of Options Ordinary Share Date of Grant Date of Expiration
(In US$)
Xu Hang 400,000 11.00 September 8, 2006 September 8, 2014
Li Xiting 400,000 11.00 September 8, 2006 September 8, 2014
Joyce I-Yin Hsu * 5.00 February 22, 2006 February 22, 2014
Cheng Minghe 100,000 5.00 February 22, 2006 February 22, 2014
Liu Jie * 5.00 February 22, 2006 February 22, 2014
* 20.50 January 23, 2007 January 21, 2015
* 20.50 October 12, 2007 October 12, 2015
David Gibson * 20.50 May 15, 2008 May 15, 2016
Tim Fitzpatrick * 13.50 September 25, September 25, 2014
2006
Ronald Ede * 11.00 September 8, 2006 September 8, 2014
* 20.50 May 15, 2008 May 15, 2016
Chen Qingtai * 11.00 September 8, 2006 September 8, 2014
Jixun Lin * 20.50 December 21, 2007  December 21, 2015
Wu Qiyao * 11.00 September 8, 2006 September 8, 2014

* Upon exercise of all options granted, would beneficially own less than 1% of our outstanding ordinary shares.
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Options reissued on March 16, 2009 in connection with our option exchange program. See note 23 to our
consolidated financial statements included elsewhere in this annual report.

Employment Agreements

We have entered into employment agreements with some of our executive officers. We may terminate their
employment for cause at any time, without notice or remuneration, for certain acts by an executive officer, including
but not limited acts of personal dishonesty in connection with an executive officer s employment by us which are
intended to result in the executive officer s substantial personal enrichment or reasonably likely to materially harm us,
any conviction of a crime which our board of directors reasonably believes has had or will have a material detrimental
effect on our reputation or business, willful misconduct that is materially injurious to us, or continued violations of an
executive officer s obligations to us after we have delivered a written demand for performance. An executive officer
may terminate employment upon the occurrence of certain events, including but not limited to a
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material reduction of or removal from his or her duties, position or responsibilities without the executive officer s
express written consent and a material reduction of the executive officer s compensation or benefits and if we fail to
cure these issues within reasonable time. Upon the occurrence of any of these events, or in the case of termination
without cause, the departing executive officer will be entitled to receive a severance payment equal to one year of his
or her annualized base salary. An executive officer may also terminate his or her employment for other reasons or no
reason at all after providing prior written notice of at least 30 days, in which case the departing executive officer will
not be entitled to receive any severance payments. We may terminate the employment of any of our executive officers
without cause by giving him or her prior written notice of at least 30 days.

Each executive officer that has executed an employment agreement with us has agreed to hold, both during and after
his employment agreement expires or is terminated, in strict confidence and not to use, except for our benefit
(including our affiliated entities and our subsidiaries), any proprietary or confidential information, including technical
data and trade secrets of our company or the confidential information of any third party, including our affiliated
entities and our subsidiaries, that we receive. Each executive officer that has executed an employment agreement with
us has also agreed to disclose to us and hold in trust for us all of the inventions, ideas, designs and trade secrets
conceived of by him or her during the period that he or she is employed by us, and to assign all of his or her interests
in them to us, and agreed that, while employed by us and for a period of two years after termination of his or her
employment, he or she will not:

serve, invest or assist in any business that competes with any significant aspect of the business of us or our
affiliated entities; or

solicit, induce, recruit or encourage any person to terminate his or her employment or consulting relationship
with us or our affiliated entities.

As required by PRC regulations, we participate in various employee benefit plans that are organized by municipal and
provincial governments, including pension, work-related injury benefits, maternity insurance, medical and
unemployment benefit plans. We are required under PRC law to make contributions to the employee benefit plans at
specified percentages of the salaries, bonuses, housing funds and certain allowances of our employees, up to a
maximum amount specified by the local government from time to time. Members of the retirement plan are entitled to
a pension equal to a fixed proportion of the salary prevailing at the member s retirement date. The contributions we
made to employee benefit plans in 2006, 2007 and 2008 were $2.1 million, $3.2 million and $5.7 million,
respectively.

C. Board Practices.

Duties of Directors

Under Cayman Islands law, our directors have a duty of loyalty to act honestly in good faith with a view to our best
interest. Our directors also have a duty to exercise the care, diligence and skills that a reasonably prudent person
would exercise in comparable circumstances. In fulfilling their duty of care to us, our directors must ensure
compliance with our amended and restated memorandum and articles of association. A shareholder has the right to
seek damages if a duty owed by our directors is breached.

The functions and powers of our board of directors include, among others:

convening shareholders annual general meetings and reporting its work to shareholders at such meetings;

issuing authorized but unissued shares and redeem or purchase outstanding shares of our company;
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declaring dividends and distributions;

appointing officers and determining the term of office and compensation of officers;

exercising the borrowing powers of our company and mortgaging the property of our company; and
approving the transfer of shares of our company, including the registering of such shares in our share register.
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Terms of Directors and Executive Officers

We have a classified board, which means the terms of office of a portion of our board will expire every year, upon
which the directors whose terms have expired will be subject to reelection. The terms of office of Messers. Xu, Ede
and Chen will expire at the 2009 annual meeting of our shareholders, the terms of office of Messrs. Hsu, Lin and Wu
will expire at the 2010 annual meeting of our shareholders, and the terms of office of Messrs. Li, Wan and Lim will
expire at the 2011 annual meeting of our shareholders.

Our directors are subject to a three-year term of office and hold office until their term of office expires or until such
time as they are removed from office by resolution of our shareholders. A director will be removed from office
automatically if, among other things, the director (i) becomes bankrupt or makes any arrangement or composition with
his creditor, (ii) dies, or (iii) is found by our company to be or becomes of unsound mind. Our executive officers are
elected by and serve at the discretion of our board of directors.

Qualification

There is no shareholding qualification for directors.

Board Committees

Our board of directors has established an audit committee, a compensation committee, and a corporate governance and
nominations committee.

Audit Committee

Our audit committee consists of Messrs. Wan, Lim, and Chen, each of whom satisfies the requirements of New York
Stock Exchange Listed Company Manual, or NYSE Manual, Section 303A. Messrs. Wan and Lim were appointed to

the audit committee in October 2008. Mr. Wan is the chairman of our audit committee and meets the criteria of an

audit committee financial expert as set forth under the applicable rules of the SEC. Prior to Messrs. Wan and Lim s
appointment, Mr. Ede served on the audit committee as chairman until June 25, 2008.

Our board of directors has determined that each of our audit committee members is an independent director within the
meaning of NYSE Manual Section 303A and meets the criteria for independence set forth in Section 10A(m)(3) of the
U.S. Securities Exchange Act of 1934, as amended, or the Exchange Act, and Rule 10A-3 under the Exchange Act.

Our audit committee is responsible for, among other things:

recommending to our shareholders, if appropriate, the annual re-appointment of our independent auditors and
pre-approving all auditing and non-auditing services permitted to be performed by the independent auditors;

annually reviewing an independent auditors report describing the auditing firm s internal quality control
procedures, any material issues raised by the most recent internal quality control review, or peer review of the
independent auditors and all relationships between the independent auditors and our company;

setting clear hiring policies for employees or former employees of the independent auditors;

reviewing with the independent auditors any audit problems or difficulties and management s response;
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reviewing and approving all proposed related-party transactions, as defined in Item 404 of Regulation S-K
promulgated by the SEC;

discussing the annual audited financial statements with management and the independent auditors;

discussing with management and the independent auditors major issues regarding accounting principles and
financial statement presentations;

reviewing reports prepared by management or the independent auditors relating to significant financial
reporting issues and judgments;

68

Table of Contents 134



Edgar Filing: Mindray Medical International LTD - Form 20-F

Table of Contents
reviewing with management and the independent auditors the effect of regulatory and accounting initiatives, as
well as off-balance sheet structures on our financial statements;
discussing policies with respect to risk assessment and risk management;

reviewing major issues as to the adequacy of our internal controls and any special audit steps adopted in light
of material control deficiencies;

timely reviewing reports from the independent auditors regarding all critical accounting policies and practices
to be used by our company, all alternative treatments of financial information within U.S. GAAP that have
been discussed with management and all other material written communications between the independent
auditors and management;

establishing procedures for the receipt, retention and treatment of complaints received from our employees
regarding accounting, internal accounting controls or auditing matters and the confidential anonymous
submission by our employees of concerns regarding questionable accounting or auditing matters;

annually reviewing and reassessing the adequacy of our audit committee charter;

such other matters that are specifically delegated to our audit committee by our board of directors from time to
time;

meeting separately and periodically with management, the internal auditors and the independent auditors; and
reporting regularly to the full board of directors.
Compensation Committee
Our compensation committee consists of Mr. Lim, Mr. Wan, and Ms. Hsu. Mr. Lim is the chairman of our
compensation committee. Our board of directors has determined that Mr. Lim and Mr. Wan are independent directors
within the meaning of NYSE Manual Section 303A.
Our compensation committee is responsible for, among other things:
reviewing and approving corporate goals and objectives relevant to the compensation of our co-chief executive
officers, evaluating the performance of our co-chief executive officers in light of those goals and objectives,

and setting the compensation level of our co-chief executive officers based on this evaluation;

reviewing and making recommendations to our board of directors regarding our compensation policies and
forms of compensation provided to our directors and officers;

reviewing and making recommendations to our co-chief executive regarding the compensation level,
share-based compensation and bonuses for our officers other than our co-chief executive officers;

reviewing and determining cash and share-based compensation for our directors;

administering our equity incentive plans in accordance with the terms thereof; and
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such other matters that are specifically delegated to the compensation committee by our board of directors from
time to time.

Nominations Committee
Our nominations committee consists of Mr. Lim, Mr. Wan, and Ms. Hsu. Mr. Lim is the chairman of our nominations
committee. Our board of directors has determined that Mr. Lim and Mr. Wan are independent directors within the

meaning of NYSE Manual Section 303A.

Our nominations committee is responsible for, among other things, selecting and recommending the appointment of
new directors to our board of directors.
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Corporate Governance

Our board of directors has adopted a code of ethics that is applicable to our senior executive and financial officers. In
addition, our board of directors adopted a code of conduct that is applicable to all of our directors, officers and
employees. Our code of ethics and our code of conduct are publicly available on our website.

In addition, our board of directors has adopted a set of corporate governance guidelines. These guidelines reflect
certain guiding principles with respect to the structure of our board of directors, procedures and committees. They are
not intended to change or interpret any law, or our amended and restated memorandum and articles of association.

Differences in Corporate Law

Mindray Medical International Limited was incorporated as an exempted company with limited liability in the
Cayman Islands on June 10, 2005 under the Companies Law of the Cayman Islands. Our corporate affairs are
governed by our amended and restated memorandum and articles of association, the Cayman Islands Companies Law
and the common law of the Cayman Islands. A summary of the significant differences between the provisions of
Cayman Law applicable to us and the laws applicable to companies incorporated in the State of Delaware is available
on our website at http://www.mindray.com.

Interested Transactions

A director may vote with respect to any contract or transaction in which he or she is interested, provided that the
nature of the interest of any director in such contract or transaction is disclosed by him or her at or prior to its
consideration and any vote in that matter.

D. Employees.

We had approximately 2,700, 3,700 and 5,500 employees worldwide as of December 31, 2006, 2007 and 2008,

respectively. The following table sets forth the number of employees categorized by function as of December 31,
2008:

As of
December 31,

2008
Manufacturing 1,787
Research and development 1,402
General and administration 345
Marketing and sales (including customer support and service) 1,485
Mindray Medical USA Corp. (Seattle) 8
Mindray, Nanjing, China 69
Mindray DS USA 458
Total 5,554

As required by PRC regulations, we participate in various employee benefit plans that are organized by municipal and
provincial governments, including pension, work-related injury benefits, maternity insurance, medical and
unemployment benefit plans. We are required under PRC law to make contributions to the employee benefit plans at
specified percentages of the salaries, bonuses, housing funds and certain allowances of our employees, up to a
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maximum amount specified by the local government from time to time. Members of the retirement plan are entitled to
a pension equal to a fixed proportion of the salary prevailing at the member s retirement date. The contributions we
made to employee benefit plans in 2006, 2007 and 2008 were $2.1 million, $3.2 million and $5.7 million,
respectively.

Generally, we enter into a three-year standard employment contract with our officers and managers and a three-year
standard employment contract with other employees. According to these contracts, all of our employees are prohibited
from engaging in any activities that compete with our business during the period of their employment
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with us. Furthermore, the employment contracts with officers or managers generally include a covenant that prohibits
officers or managers from engaging in any activities that compete with our business for two years after the period of
their employment with us. It may be difficult or expensive for us to seek to enforce the provisions of these
agreements.

E. Share Ownership.

The following table sets forth information with respect to the beneficial ownership, within the meaning of Rule 13d-3
under the Exchange Act, of our ordinary shares, as of May 1, 2009, the latest practicable date by:

each of our directors and executive officers who beneficially own our ordinary shares; and
each person known to us to own beneficially more than 5% of our ordinary shares.

Beneficial ownership includes voting or investment power with respect to the securities. Except as indicated below,
and subject to applicable community property laws, the persons named in the table have sole voting and investment
power with respect to all ordinary shares shown as beneficially owned by them. Percentage of beneficial ownership is
based on 109,100,363 ordinary shares outstanding as of May 1, 2009 taking into consideration options exercisable by
such person within 60 days of May 1, 2009.

Percentage
Ordinary Shares of Votes

Beneficially Owned Held
Name Number Percent Percent
Directors and Executive Officers
Xu Hang(1)** 17,479,858 16.0% 29.1%
Li Xiting(2)** 17,580,214 16.1% 34.2%
Cheng Minghe(3)** 2,822,078 2.6% 5.6%
Joyce I-Yin Hsu * * *
David Gibson * * *
Tim Fitzpatrick * * *
Chen Qingtai * * *
Ronald Ede * * *
Wu Qiyao * * *
Other 5% Shareholders
FMR LLC(®4) 6,927,837 6.3% 2.9%

* Upon exercise of all options currently exercisable or vesting within 60 days of the date of this annual report,
would beneficially own less than 1% of our ordinary shares.

*%* Mr. Xu Hang, Mr. Li Xiting, and Mr. Cheng Minghe hold all of our Class B ordinary shares.
(1) Holdings include Class A ordinary shares, Class B ordinary shares, ADSs, and options to purchase Class A
ordinary shares. 1,499,900 ADSs are subject to a Stock Purchase Agreement and Pledge Agreement entered into

by UBS Securities LLC, UBS AG, Stamford Branch, as collateral agent (collectively, UBS Securities LLC ) and
New Dragon (No. 12) Investments Limited, or New Dragon, in a series of agreements dated August 8, 2007,
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August 13, 2007, August 20, 2007, August 27, 2007 and September 5, 2007 (collectively, the New Dragon VPF
Agreement ). Under the New Dragon VPF Agreement, UBS Securities LLC retains voting and dividend rights of
such shares. Mr. Xu is the sole shareholder and exercises investment and voting power over the shares held by
New Dragon. New Dragon is a Cayman Islands company and its address is Ugland House, P.O. Box 309, George
Town, Grand Cayman, Cayman Islands.

(2) Holdings include Class B ordinary shares, ADSs, and options to purchase Class A ordinary shares.
1,000,000 ADSs are subject to a Stock Purchase Agreement and Pledge Agreement entered into by UBS
Securities LLC and Quiet Well Limited, in a series of agreements dated August 13, 2007, August 20, 2007 and
August 29, 2007 (collectively, the Quiet Well VPF Agreement ). Under the Quiet Well VPF Agreement, UBS
Securities LLC retains voting and dividend rights of such shares. Mr. Li is the sole shareholder and exercises
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investment and voting power over the shares held by Quiet Well Limited. Quiet Well Limited is a BVI company
and its address is Tropic Isle Building P.O. Box 438, Road Town, Tortola, BVIL.

(3) Holdings include Class B ordinary shares and ADSs, which are held by City Legend Limited, or City Legend.
Mr. Cheng is the controlling shareholder and exercises investment and voting power over the shares held by City
Legend. City Legend is a BVI company and its address is P.O. Box 3152, Road Town, Tortola, BVIL.

(4) According to the most recent 13G/A on file, Fidelity Management & Research Company, or Fidelity, a
wholly-owned subsidiary of FMR LLC, is the beneficial owner of 4,532,737 shares. Edward C. Johnson 3d and
FMR LLC, through its control of Fidelity, and the funds each has sole power to dispose of the 4,532,737 shares
owned by the Funds. FMR LLC s beneficial ownership includes 316,800 shares beneficially owned through
Strategic Advisers, Inc. Pyramis Global Advisors, LLC, or PGALLC, an indirect wholly-owned subsidiary of
FMR LLGC, is the beneficial owner of 113,700 shares. Edward C. Johnson 3d and FMR LLC, through its control
of PGALLC, each has sole dispositive power over 113,700 shares and sole power to vote or to direct the voting
of 113,700 shares as reported above. Pyramis Global Advisors Trust Company, or PGATC, an indirect
wholly-owned subsidiary of FMR LLC, is the beneficial owner of 15,800 shares. Edward C. Johnson 3d and
FMR LLC, through its control of Pyramis Global Advisors Trust Company, each has sole dispositive power over
15,800 shares and sole power to vote or to direct the voting of 1,000 shares of Class A Common Stock owned by
the institutional accounts managed by PGATC as reported above. Edward C. Johnson 3d has sole voting and
dispositive power over 130,200 shares, shared voting and dispositive power over O shares, and no voting or
dispositive power over 0 shares. Fidelity International Limited, or FIL, is the beneficial owner of
1,818,600 shares. Partnerships controlled predominantly by members of the family of Edward C. Johnson 3d,
Chairman of FMR LLC and FIL, or trusts for their benefit, own shares of FIL voting stock with the right to cast
approximately 47% of the total votes which may be cast by all holders of FIL voting stock. FMR LLC and FIL
are separate and independent corporate entities, and their Boards of Directors are generally composed of different
individuals. FMR LLC and FIL are of the view that the shares held by the other corporation need not be
aggregated for purposes of Section 13(d). However, FMR LLC made a 13G/A filing on a voluntary basis as if all
of the shares are beneficially owned by FMR LLC and FIL on a joint basis. FMR LL.C s mailing address is 82
Devonshire Street, Boston, Massachusetts 02109.

Our ordinary shares are divided into Class A ordinary shares and Class B ordinary shares. Holders of Class A ordinary
shares are entitled to one vote per share, while holders of Class B ordinary shares are entitled to five votes per share.
Our co-chief executive officers, Mr. Xu Hang and Mr. Li Xiting, and our executive vice president of strategic
development, Mr. Cheng Minghe, through their respective affiliates, hold all of our Class B ordinary shares. These
shareholders will continue to exert control over all matters subject to shareholder vote until they collectively own less
than 20% of our outstanding ordinary shares. None of our other shareholders own Class B ordinary shares or have
different voting rights.

Our ordinary shares underlying the ADSs listed on the New York Stock Exchange are held in Hong Kong by our
custodian, the Hong Kong Shanghai Banking Corporation, on behalf of Bank of New York Mellon, the depositary.

ITEM7. MAJOR SHAREHOLDERS AND RELATED PARTY TRANSACTIONS
A. Major Shareholders.
Please refer to Item 6.E, Directors, Senior Management and Employees Share Ownership .

B. Related Party Transactions.
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One of our independent board members, Mr. Lin, has an immediate family member who is the chief executive officer
of a company that in 2007 received payments of less that US$150,000 from our company under the terms of a supply
contract that was in place at the time when Mr. Lin joined our board. Our board has made the determination that the
contract is on arms-length commercial terms and our audit committee has approved the terms of the transactions under
the contract. The amounts paid under the contract fall within the limits set forth in NYSE Rule 303A.02(b)(v), and our
board has made the determination under NYSE Rule 303A.02(a) that Mr. Lin has no material relationship with this
company that would compromise his independence.
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C. Interests of Experts and Counsel.

Not applicable.

ITEM 8. FINANCIAL INFORMATION

A. Consolidated statements and other financial information.

We have appended consolidated financial statements filed as part of this annual report. See Item 18, Financial
Statements.

Legal Proceedings

We are currently not a party to any material legal proceeding. From time to time, we may bring against others or be
subject to various claims and legal actions arising in the ordinary course of business.

Dividend Policy

We intend to pay annual cash dividends to our shareholders. Cash dividends, if any, will be at the discretion of our
board of directors and will depend upon our future operations and earnings, capital requirements and surplus, general
financial conditions, shareholders interests, contractual restrictions and other factors as our board of directors may
deem relevant. We can pay dividends only out of profits or other distributable reserves.

In addition, our ability to pay dividends depends substantially on the payment of dividends to us by our operating
subsidiary, Shenzhen Mindray. Shenzhen Mindray may pay dividends only out of its accumulated distributable
profits, if any, determined in accordance with its articles of association, and the accounting standards and regulations
in China. Moreover, pursuant to relevant PRC laws and regulations applicable to our subsidiaries in the PRC,
Shenzhen Mindray is required to provide 10% of its after-tax profits to a statutory common reserve fund. When the
aggregate balance in the statutory common reserve fund (also referred to as statutory surplus reserve ) is 50% or more
of the subsidiaries registered capital, our subsidiaries need not make any further allocations to the fund. Shenzhen
Mindray s registered capital is RMB350 million. Allocations to these statutory reserves can only be used for specific
purposes and are not distributable to us in the form of loans, advances, or cash dividends. The specific purposes for
which statutory common reserve funds can be used include provision of a source of reserve funds to make up deficits
in periods in which Shenzhen Mindray has net losses, expansion of production and operations of Shenzhen Mindray,
or for conversion into additional working capital in periods in which Shenzhen Mindray does not have a deficit.
Furthermore, if Shenzhen Mindray incurs debt on its own behalf, the instruments governing the debt may restrict its
ability to pay dividends or make other payments to us. Any limitation on the payment of dividends by our subsidiary
could materially and adversely limit our ability to grow, make investments or acquisitions that could be beneficial to
our businesses, pay dividends and otherwise fund and conduct our businesses. We currently do not have any plans to
declare dividends out of Shenzhen Mindray s distributable profit accumulated after January 1, 2008.

We paid cash dividends of $40.3 million, $15.9 million and $19.3 million in 2006, 2007, and 2008, respectively. In
2009, our board of directors declared a cash dividend of $0.20 per ordinary share, to the shareholders of record as of
March 25, 2009.

Holders of ADSs will be entitled to receive dividends, subject to the terms of the deposit agreement, to the same
extent as holders of our Class A ordinary shares, less the fees and expenses payable under the deposit agreement. Cash
dividends will be paid by the depositary to holders of ADSs in U.S. dollars. Other distributions, if any, will be paid by
the depositary to holders of our ADSs in any means it deems legal, fair and practical.
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B. Significant Changes.

We have not experienced any significant changes since the date of our audited consolidated financial statements
included in this annual report.
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ITEM 9. THE OFFER AND LISTING.

A. Offering and listing details.

Price Range of Our ADSs

Our ADSs are listed for trading on the New York Stock Exchange under the symbol MR . The following table sets

forth the monthly high and low trading prices of our ADSs on the New York Stock Exchange for the periods
indicated:

High Low
2006 (from September 26, 2006)
September $ 17.75 $ 15.20
October $ 19.60 $ 15.60
November $ 2472 $ 18.21
December $ 27.20 $ 21.90
2007
January $ 26.85 $ 2275
February $ 29.30 $ 21.11
March $ 25.88 $ 2251
April $ 25.38 $ 22.76
May $ 29.03 $ 22.99
June $ 31.95 $ 26.50
July $ 3242 $ 28.81
August $ 36.05 $ 28.35
September $ 43.47 $ 36.15
October $ 45.19 $ 35.00
November $ 42.00 $ 33.00
December $ 45.10 $ 36.65
2008
January $ 43.76 $ 32.01
February $ 37.96 $ 33.20
March $ 36.70 $ 2497
April $ 35.54 $ 29.10
May $ 4190 $ 33.83
June $ 42.00 $ 34.88
July $ 40.50 $ 35.25
August $ 4441 $ 36.55
September $ 39.97 $ 29.06
October $ 34.89 $ 15.80
November $ 2645 $ 12.31
December $ 19.90 $ 15.00
2009
January $ 22.04 $ 16.50
February $ 24.99 $ 18.17
March $ 20.99 $ 16.39
April $ 26.00 $ 18.00
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On May 7, 2009, the closing sale price of our ADSs as reported on the New York Stock Exchange was $24.42 per
ADS.

B. Plan of Distribution.

Not applicable.

C. Markets.

See Item 9.A above.

D. Selling Shareholders.

Not applicable.

E. Dilution.

Not applicable.

F. Expenses of the Issue.

Not applicable.

ITEM 10. ADDITIONAL INFORMATION.

A. Share capital.

Not applicable.

B. Memorandum and Articles of Association.

Other than the aforementioned contracts, we incorporate by reference into this annual report the text of our amended
and restated memorandum of association previously filed with the SEC with our Report on Form 6-K (File

No. 001-33036) on November 10, 2008, as amended. Our shareholders adopted our amended and restated
memorandum and articles of association by a special resolution on October 17, 2008.

C. Material Contracts.

On March 10, 2008, we entered into an Asset Purchase Agreement with Datascope, through which we acquired
Datascope s patient monitoring device business for a total purchase price of $209 million in cash, as adjusted at the
closing date.

In connection with the acquisition of Datascope s patient monitoring device business, on April 23, 2008, our
subsidiaries MR Holdings (HK) Limited and MR Investments (HK) Limited entered into a Term Loan Agreement
with the Bank of China (Hong Kong) Limited, which is guaranteed by us. Through the Term Loan Agreement, our
subsidiaries are permitted to borrow up to $141.4 million or 70% of the acquisition cost of Datascope patient
monitoring business, whichever is lower. The interest rate under the loan is based on LIBOR plus a margin from 1%

to 3%, which varies under the terms of the Term Loan Agreement. The loan repayments are due in three equal
installments, the first due 13 months after funding, the second due 15 months after funding, and the third due
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18 months after funding.

Other than the aforementioned contracts, we have not entered into any material contracts other than in the ordinary
course of business and other than those described in Item 4, Information on the Company and in Item 7, Major
Shareholders and Related Party Transactions or elsewhere in this annual report on Form 20-F.
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D. Exchange Controls.
Foreign exchange in China is primarily regulated by:
The Foreign Currency Administration Rules (1996), as amended; and

The Administration Rules of the Settlement, Sale and Payment of Foreign Exchange (1996), or the
Administration Rules.

Under the Foreign Currency Administration Rules, the Renminbi is convertible for current account items, including
the distribution of dividends, interest payments, and trade and service-related foreign exchange transactions.
Conversion of Renminbi into foreign currency for capital account items, such as direct investment, loans, investment
in securities and repatriation of funds, however, is still subject to the approval of SAFE. Under the Administration
Rules, foreign-invested enterprises may only buy, sell, and remit foreign currencies at banks authorized to conduct
foreign exchange transactions after providing valid commercial documents and, in the case of capital account item
transactions, only after obtaining approval from SAFE.

Capital investments directed outside of China by foreign-invested enterprises are also subject to restrictions, which
include approvals by the PRC Ministry of Commerce, SAFE and the PRC National Reform and Development
Commission. We receive a portion of our revenues in Renminbi, which is currently not a freely convertible currency.
Under our current structure, our income will be primarily derived from dividend payments from our subsidiaries in
China.

The value of the Renminbi against the U.S. dollar and other currencies may fluctuate and is affected by, among other
things, changes in China s political and economic conditions. The conversion of Renminbi into foreign currencies,
including U.S. dollars, has been based on rates set by the People s Bank of China. On July 21, 2005, the PRC
government changed its policy of pegging the value of the Renminbi to the U.S. dollar. Under the new policy, the
Renminbi will be permitted to fluctuate within a band against a basket of certain foreign currencies. There remains
significant international pressure on the PRC government to adopt a substantial liberalization of its currency policy,
which could result in a further and more significant appreciation in the value of the Renminbi against the U.S. dollar.

Regulation of Foreign Exchange in Certain Onshore and Offshore Transactions

In January and April 2005, SAFE issued two rules that require PRC residents to register with and receive approvals
from SAFE in connection with their offshore investment activities. SAFE has announced that the purpose of these
regulations is to achieve the proper balance of foreign exchange administration and the standardization of the
cross-border flow of funds. On October 21, 2005, SAFE issued the Notice on Issues Relating to the Administration of
Foreign Exchange in Fund-raising and Reverse Investment Activities of Domestic Residents Conducted through
Offshore Special Purpose Companies, or Notice 75, which became effective as of November 1, 2005. Notice 75
superseded the two rules issued by SAFE in January and April 2005 mentioned above. According to Notice 75:

prior to establishing or assuming control of an offshore company for the purpose of financing that offshore
company with assets or equity interests in an onshore enterprise in the PRC, each PRC resident, whether a
natural or legal person, must complete the overseas investment foreign exchange registration procedures with
the relevant local SAFE branch;

an amendment to the registration with the local SAFE branch is required to be filed by any PRC resident that

directly or indirectly holds interests in that offshore company upon either (1) the injection of equity interests or
assets of an onshore enterprise to the offshore company or (2) the completion of any overseas fund raising by
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such offshore company; and

an amendment to the registration with the local SAFE branch is also required to be filed by such PRC resident
when there is any material change in the capital of the offshore company and not related to inbound
investment, such as (1) an increase or decrease in its capital, (2) a transfer or swap of shares, (3) a merger or
divesture, (4) a long-term equity or debt investment or (5) the creation of any security interests over the
relevant assets located in China.
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Moreover, Notice 75 applies retroactively. As a result, PRC residents who have established or acquired control of
offshore companies that have made onshore investments in the PRC in the past are required to complete the relevant
overseas investment foreign exchange registration procedures by March 31, 2006. Under the relevant rules, failure to
comply with the registration procedures set forth in Notice 75 may result in restrictions being imposed on the foreign
exchange activities of the relevant onshore company, including the payment of dividends and other distributions to its
offshore parent or affiliate and the capital inflow from the offshore entity, and may also subject relevant PRC residents
to penalties under PRC foreign exchange administration regulations.

As a Cayman Islands company, and therefore a foreign entity, if we purchase the assets or equity interest of a PRC
company owned by PRC residents in exchange for our equity interests, such PRC residents will be subject to the
registration procedures described in Notice 75. Moreover, PRC residents who are beneficial holders of our shares are
required to register with SAFE in connection with their investment in us. As a result of the lack of implementing rules
and other uncertainties relating to the interpretation and implementation of Notice 75, we cannot predict how these
regulations will affect our business, operations or strategies. For example, our present or future PRC subsidiaries
ability to conduct foreign exchange activities, such as remittance of dividends and foreign-currency-denominated
borrowings, may be subject to compliance with such SAFE registration requirements by relevant PRC residents over
whom we have no control. In addition, we cannot assure you that any such PRC residents will be able to complete the
necessary approval and registration procedures required by the SAFE regulations. We require all our shareholders who
are PRC residents to comply with any SAFE registration requirements, but we have no control over either our
shareholders or the outcome of such registration procedures. Such uncertainties may restrict our ability to implement
our acquisition strategy and materially and adversely affect our business and prospects.

We believe that these foreign exchange restrictions may reduce the amount of funds that would be otherwise available
to us to capitalize overseas subsidiaries or expand our international operations. However, we anticipate that we will
require relatively small amounts of funds to capitalize overseas subsidiaries, and such funds should be readily
available from us. Similarly, we anticipate that the startup capital and working capital costs for our international
expansion will be borne largely by our international distributors with limited, if any, investment coming from us. We
therefore do not anticipate that the restrictions set forth in the SAFE regulations will have a material adverse effect on
our ability to capitalize foreign subsidiaries or expand our international operations.

E. Taxation.

The following is a general summary of the material Cayman Islands, PRC and U.S. federal income tax consequences
relevant to an investment in our ADSs and ordinary shares. The discussion is not intended to be, nor should it be
construed as, legal or tax advice to any particular prospective purchaser or current holders of our ordinary shares or
ADSs. The discussion is based on laws and relevant interpretations thereof in effect as of the date of this annual
report, all of which are subject to change or different interpretations, possibly with retroactive effect. The discussion
does not address U.S. state or local tax laws, or tax laws of jurisdictions other than the Cayman Islands, PRC and the
United States. You should consult your own tax advisors with respect to the consequences of acquisition, ownership
and disposition of our ADSs and ordinary shares.

Cayman Islands Taxation

The Cayman Islands currently levy no taxes on individuals or corporations based upon profits, income, gains or
appreciation and there is no taxation in the nature of inheritance tax or estate duty. You will not be subject to Cayman
Islands taxation on payments of dividends or upon the repurchase by us of your ordinary shares. In addition, you will
not be subject to withholding tax on payments of dividends or distributions, including upon a return of capital, nor will
gains derived from the disposal of ordinary shares be subject to Cayman Islands income or corporation tax.
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No Cayman Islands stamp duty will be payable by you in respect of the issue or transfer of ordinary shares. However,
an instrument transferring title to an ordinary share, if brought to or executed in the Cayman Islands, would be subject
to Cayman Islands stamp duty. The Cayman Islands are not party to any double taxation treaties. There are no
exchange control regulations or currency restrictions in the Cayman Islands.
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We have, pursuant to Section 6 of the Tax Concessions Law (1999 Revision) of the Cayman Islands, obtained an
undertaking from the Governor-in-Council that:

no law which is enacted in the Cayman Islands imposing any tax to be levied on profits or income or gains or
appreciation applies to us or our operations; and

the aforesaid tax or any tax in the nature of estate duty or inheritance tax are not payable on our ordinary
shares, debentures or other obligations.

The undertaking that we have obtained is for a period of 20 years from 28 June, 2005.
U.S. Federal Income Taxation
This discussion describes certain material U.S. federal income tax consequences to U.S. Holders (as defined below) of
the purchase, ownership and disposition of our ADSs and ordinary shares. This discussion does not address any aspect
of U.S. federal gift or estate tax, or the state, local or non-U.S. tax consequences of an investment in our ADSs and
ordinary shares. This discussion does not apply to U.S. Holders who are a member of a class of holders subject to
special rules, such as:

dealers in securities or currencies;

traders in securities that elect to use a mark-to-market method of accounting for securities holdings;

banks or other financial institutions;

insurance companies;

tax-exempt organizations;

partnerships and other entities treated as partnerships or other pass through entities for U.S. federal income tax
purposes or persons holding ADSs and ordinary shares through any such entities;

regulated investments companies or real estate investment trusts;

persons that hold ADSs and Shares as part of a hedge, straddle, constructive sale, conversion transaction or
other integrated investment;

persons whose functional currency for tax purposes is not the U.S. dollar;
U.S. expatriates or persons treated as residents of more than one country;
persons liable for alternative minimum tax; or

persons who actually or constructively own 10% or more of the total combined voting power of all classes of
our shares (including ADSs and ordinary shares) entitled to vote.

This discussion is based on the U.S. Internal Revenue Code of 1986, as amended (the Code ), which we refer to in this

discussion as the Code, its legislative history, existing and proposed regulations promulgated thereunder, published
rulings and court decisions, all as currently in effect. These laws are subject to change, possibly on a retroactive basis.
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In addition, this discussion relies on our assumptions regarding the value of our ordinary shares and the nature of our
business over time. Finally, this discussion is based in part upon the representations of the depositary and the
assumption that each obligation in the deposit agreement and any related agreement will be performed in accordance
with its terms.

Prospective purchasers and existing holders are urged to consult with their own tax advisors concerning the
particular U.S. federal income tax consequences to them of the purchase, ownership and disposition of our
ADSs and ordinary shares, as well as the consequences to them arising under the laws of any other taxing

jurisdiction.

For purposes of the U.S. federal income tax discussion below, you are a U.S. Holder if you beneficially own ADSs
and ordinary shares as capital assets within meaning of section 1221 of the Code and are:

a citizen or resident of the United States for U.S. federal income tax purposes;

78

Table of Contents 154



Edgar Filing: Mindray Medical International LTD - Form 20-F

Table of Contents

a corporation, or other entity taxable as a corporation, that was created or organized in or under the laws of the
United States or any political subdivision thereof;

an estate the income of which is subject to U.S. federal income tax regardless of its source; or

a trust if (a) a court within the United States is able to exercise primary supervision over its administration and
one or more U.S. persons have the authority to control all substantial decisions of the trust, or (b) the trust has a
valid election in effect to be treated as a U.S. person.

For U.S. federal income tax purposes, income earned through a U.S. or non-U.S. partnership or other U.S. or
non-U.S. entity treated as a partnership is attributed to its owners. Accordingly, if a partnership or other such entity
holds ADSs and ordinary shares, the tax treatment will generally depend on the status of the partner or other owner
and the activities of the partnership or other flow-through entity.

In general, if you hold ADSs, you will be treated for U.S. federal income tax purposes as if you held the ordinary
shares represented by those ADSs.

Dividends on ADSs and Ordinary Shares

We intend to pay annual cash dividends on our ordinary shares, and indirectly on our ADSs. See Dividend Policy .
Subject to the Passive Foreign Investment Company discussion below, if we do make distributions (which we expect
would be cash distributions in U.S. dollars), and you are a U.S. Holder, the gross amount of any distributions you
receive on your ADSs and ordinary shares will generally be treated as dividend income if the distributions are made
from our current or accumulated earnings and profits, calculated according to U.S. federal income tax principles.
Distributions in excess of current and accumulated earnings and profits will be treated first as a non-taxable return of
capital to the extent of your basis in the ADSs and ordinary shares and thereafter as capital gain. If you are a

U.S. Holder who is an individual, and have held your ADSs and ordinary shares for a sufficient period of time,
dividend distributions on our ADSs and ordinary shares to you will generally constitute qualified dividend income
taxed at a preferential rate (generally 15% for dividend distributions before January 1, 2011) as long as our ADSs and
ordinary shares continue to be readily tradable on the New York Stock Exchange or another established securities
market in the United States. You should consult your own tax advisor as to the rate of tax that will apply to you with
respect to dividend distributions, if any, you receive from us.

We do not intend to calculate our earnings and profits according to U.S. tax accounting principles. Accordingly,
notwithstanding the discussion in the previous paragraph, distributions on our ADSs and ordinary shares, if any, will
generally be taxed to you as dividend distributions for U.S. tax purposes. If you are a corporation, you will not be
entitled to claim a dividends-received deduction with respect to distributions you receive from us. Dividends generally
will constitute income from sources outside the United States for purposes of the U.S. foreign tax credit rules. You
should consult your own tax advisor as to your ability, and the various limitations on your ability, to claim foreign tax
credits in connection with the receipt of dividends.

Sales and other dispositions of ADSs and Ordinary Shares

Subject to the Passive Foreign Investment Company discussion below, when you sell or otherwise dispose of ADSs
and ordinary shares, you will generally recognize capital gain or loss in an amount equal to the difference between the
amount realized on the sale or other disposition and your adjusted tax basis in the ADSs and ordinary shares. Your
adjusted tax basis will generally equal the amount you paid for the ADSs and ordinary shares. Any gain or loss you
recognize will be long-term capital gain or loss if your holding period in our ADSs and ordinary shares is more than
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one year at the time of disposition. If you are a U.S. Holder who is an individual, any such long-term capital gain will
be taxed at preferential rates (generally 15% for capital gain recognized before January 1, 2011). Your ability to
deduct capital losses will be subject to various limitations.

Passive Foreign Investment Company
In general, we will be classified as a passive foreign investment company or PFIC in any taxable year if either: (a) the
average quarterly value of our gross assets that produce passive income or are held for the production of passive

income is at least 50% of the value of our total gross assets or (b) 75% or more of our gross income for the
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taxable year is passive income (such as certain dividends, interest or royalties). For the purpose of the above tests, we
will be treated as owning a proportionate share of the assets and earnings and a proportionate share of the income of
any other corporation in which we own, directly or indirectly, more than 25% (by value) of the stock. For purposes of
the first test: (a) any cash, cash equivalents, and cash invested in short-term, interest bearing, debt instruments, or bank
deposits that is readily convertible into cash, generally counts as producing passive income or held for the production
of passive income and (b) the total value of our assets is calculated based on our market capitalization.

We believe that we were not a PFIC for U.S. federal income tax purposes for our taxable year ended December 31,
2008. Although we intend to conduct our business activities in a manner to reduce the risk of our classification as a
PFIC in the future, we currently hold, and expect to continue to hold, a substantial amount of cash and other passive
assets, and, because the value of our assets is likely to be determined in large part by reference to the market prices of
our ADSs and ordinary shares, which are likely to fluctuate, there can no assurance that we will not be classified as a
PFIC for 2009 or any future taxable year.

If we were a PFIC in any taxable year during which you held our ADSs or ordinary shares, you would generally be
subject to additional taxes and interest charges on certain excess distributions we make and on any gain realized on the
disposition or deemed disposition of your ADSs and ordinary shares, regardless of whether we continue to be a PFIC

in the year in which you receive an excess distribution or dispose of or are deemed to dispose of your ADSs and
ordinary shares. Distributions in respect of your ADSs and ordinary shares during a taxable year would generally
constitute excess distributions if, in the aggregate, they exceed 125% of the average amount of distributions in respect
of your ADSs and ordinary shares over the three preceding taxable years or, if shorter, the portion of your holding

period before such taxable year.

To compute the tax on excess distributions or any gain, (a) the excess distribution or the gain would be allocated
ratably to each day in your holding period, (b) the amount allocated to the current year and any tax year before we
became a PFIC would be taxed as ordinary income in the current year, (c) the amount allocated to other taxable years
would be taxed at the highest applicable marginal rate in effect for that year, and (d) an interest charge at the rate for
underpayment of taxes for any period described under (c) above would be imposed with respect to any portion of the

excess distribution or gain that is allocated to such period. In addition, if we were a PFIC, no distribution that you
receive from us would qualify for taxation at the preferential rate discussed in the Dividends on ADSs and Ordinary
Shares section above.

If we were a PFIC in any year, as a U.S. Holder, you would be required to make an annual return on Internal Revenue
Service ( IRS ) Form 8621 regarding your ADSs and ordinary shares. You should consult with your own tax advisor
regarding reporting requirements with regard to your ADSs and ordinary shares.

If we were a PFIC in any year, you would generally be able to avoid the excess distribution rules described above by
making a timely so-called mark-to-market election with respect to your ADSs and ordinary shares provided our ADSs
and ordinary shares are marketable . Our ADSs and ordinary shares will be marketable as long as they remain regularly
traded on a national securities exchange, such as the New York Stock Exchange. If you made this election in a timely
fashion, you would generally recognize as ordinary income or ordinary loss the difference between the fair market

value of your ADSs and ordinary shares on the first day of any taxable year and their value on the last day of that
taxable year. Any ordinary income resulting from this election would generally be taxed at ordinary income rates and
would not be eligible for the reduced rate of tax applicable to qualified dividend income. Any ordinary losses would

be limited to the extent of the net amount of previously included income as a result of the mark-to -market election, if
any. Your basis in the ADSs and ordinary shares would be adjusted to reflect any such income or loss. You should
consult with your own tax advisor regarding potential advantages and disadvantages to you of making a mark-to
-market election with respect to your ADSs and ordinary shares.
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We do not intend to provide you with the information you would need to make or maintain a so-called Qualified
Electing Fund or QEF election. Accordingly, if we were a PFIC in any year you would not be able to avoid the excess
distribution rules described above by making such an election with respect to your ADSs and ordinary shares.
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U.S. Information Reporting and Backup Withholding Rules

In general, dividend payments with respect to the ADSs and ordinary shares and the proceeds received on the sale or
other disposition of ADSs and ordinary shares may be subject to information reporting to the IRS and to backup
withholding (currently imposed at a rate of 28%). Backup withholding will not apply, however, if you (a) are a
corporation or come within certain other exempt categories and, when required, can demonstrate that fact or

(b) provide a taxpayer identification number, certify as to no loss of exemption from backup withholding and
otherwise comply with the applicable backup withholding rules. To establish your status as an exempt person, you
will generally be required to provide certification on IRS Form W-9 or applicable Form W-8. Any amounts withheld
from payments to you under the backup withholding rules will be allowed as a refund or a credit against your

U.S. federal income tax liability, provide that you timely furnish the required information to the IRS.

PROSPECTIVE PURCHASERS AND EXISTING HOLDERS OF OUR ADSS AND ORDINARY SHARES
SHOULD CONSULT WITH THEIR OWN TAX ADVISORS REGARDING THE APPLICATION OF THE
U.S. FEDERAL INCOME TAX LAWS TO THEIR PARTICULAR SITUATIONS AS WELL AS ANY
ADDITIONAL TAX CONSEQUENCES RESULTING FROM PURCHASING, HOLDING OR DISPOSING
OF ADSS AND ORDINARY SHARES, INCLUDING THE APPLICABILITY AND EFFECT OF THE TAX
LAWS OF ANY STATE, LOCAL OR NON-U.S. JURISDICTION, INCLUDING ESTATE, GIFT, AND
INHERITANCE LAWS.

People s Republic of China Taxation

In 2007 China passed a new Enterprise Income Tax Law, or the New EIT Law, and its implementing rules, both of
which became effective on January 1, 2008. The New EIT Law created a new resident enterprise classification, which,
if applied to us, would impose a 10% withholding tax on dividends payable to our non-PRC shareholders and with
respect to gains derived by our non-PRC shareholders from disposition of our shares or ADSs, if such dividends or

gains are determined to have been derived from sources within China. The New EIT Law and its implementing rules

are unclear as to how to determine the sources of such dividends or gains for non-Chinese enterprises or group

enterprise controlled entities.

If we are not deemed as a resident enterprise, then dividends payable to our non-PRC shareholders and gains from
disposition of our shares of ADSs by our non-PRC shareholders will not be subject to PRC income tax withholding.

F. Dividends and Paying Agents.
Not applicable.

G. Statement by Experts.

Not applicable.

H. Documents on Display.

We previously filed with the Securities and Exchange Commission our registration statement on Form F-1 as
amended.

We have filed this annual report on Form 20-F with the Securities and Exchange Commission under the Securities

Exchange Act of 1934, as amended. Statements made in this annual report as to the contents of any document referred
to are not necessarily complete. With respect to each such document filed as an exhibit to this annual report, reference
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is made to the exhibit for a more complete description of the matter involved, and each such statement shall be
deemed qualified in its entirety by such reference.

We are subject to the informational requirements of the Exchange Act and file reports and other information with the
Securities and Exchange Commission. Reports and other information which the Company filed with the Securities and
Exchange Commission, including this annual report on Form 20-F, may be inspected and copied at the public
reference room of the Securities and Exchange Commission at 450 Fifth Street N.W. Washington D.C. 20549.
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You can also obtain copies of this annual report on Form 20-F by mail from the Public Reference Section of the
Securities and Exchange Commission, 450 Fifth Street, N.-W., Washington D.C. 20549, at prescribed rates.
Additionally, copies of this material may be obtained from the Securities and Exchange Commission s Internet site at
http://www.sec.gov. The Commission s telephone number is 1-800-SEC-0330.

I. Subsidiaries Information

Not applicable.

ITEM 11. QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARKET RISK.
Quantitative and Qualitative Disclosures about Market Risk

Foreign Exchange Risk

Although exchange of the Renminbi for foreign currency is highly regulated in China, the value of the Renminbi
against the value of the U.S. dollar and euro (or any other currency) nonetheless may fluctuate and be affected by,
among other things, changes in China s political and economic conditions. Under the currency policy in effect in China
today, the value of the Renminbi fluctuates within a narrow band against a basket of foreign currencies. China is
currently under significant international pressures to liberalize its currency policy, and if such liberalization were to
occur, the value of the Renminbi could appreciate or depreciate against the U.S. dollar, the euro, or the British pound.

We use U.S. dollar as the reporting and functional currency for our financial statements. All transactions in currencies
other than U.S. dollar during the year are re-measured at the exchange rates prevailing on the respective relevant dates
of such transactions. Monetary assets and liabilities existing at the balance sheet date denominated in currencies other
than U.S. dollar are re-measured at the exchange rates prevailing on such date. Exchange differences are recorded in
our consolidated statement of operations.

Fluctuations in exchange rates may affect our costs, operating margins and net income. For example, in 2006, over
50% of our net revenues were generated from sales denominated in currencies other than U.S. dollar, and
approximately 50% of our operating expenses were denominated in currencies other than U.S. dollars. In 2007, we
began requiring payment in euro from customers located in jurisdictions where the euro is the official currency. In
2008, fluctuations in the exchange rates between the U.S. dollar and the Renminbi and other foreign currencies
resulted in increases in operating income of $1.1 million.

Fluctuations in exchange rates may also affect our balance sheet. For example, to the extent that we need to convert
U.S. dollars or euro into Renminbi for our operations, appreciation of the Renminbi against the U.S. dollar or euro
would have an adverse effect on the Renminbi amount that we receive from the conversion. Conversely, if we decide
to convert our Renminbi or euro into U.S. dollars for the purpose of paying dividends on our ordinary shares or ADSs
or for other business purposes, appreciation of the U.S. dollar or the euro against the Renminbi would have a negative
effect on the corresponding U.S. dollar or the euro amount available to us. Considering the amount of our cash and
cash equivalents as of December 31, 2008, a 1.0% change in the exchange rates between the U.S. dollar and the
Renminbi would result in an increase or decrease of $0.7 million to our total cash and cash equivalents, $1.2 million to
restricted cash and $0.5 million to our accounts receivable.

We have not used any forward contracts or currency borrowings to hedge our foreign currency exposure and do not
currently intend to do so.

Interest Rate Risk
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As of December 31, 2008, our outstanding short-term borrowings were $157.0 million and we had no long-term
borrowings. In connection with our acquisition of Datascope s patient monitoring device business, in May 2008 we
borrowed approximately $141.4 million of the cash purchase price from Bank of China, Hong Kong at an interest rate
of 1% more than the prevailing LIBOR interest rate for the selected interest rate period. In June 2008, we entered into
a revolving capital facility for an amount of $25.0 million and interest on the drawdown amount is charged at 1% per
annum above 3-month LIBOR. We are therefore exposed to interest rate risk related to potential
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fluctuations in the LIBOR rate. A 1% increase in the LIBOR interest rate will result in an increase of $1.1 million in
our interest expense in the coming year.

Inflation

In recent years, China has not experienced significant inflation, and thus inflation has not had a material impact on our
results of operations. According to the National Bureau of Statistics of China, the change in the consumer price index
in China was 1.5%, 4.8% and 5.9% in 2006, 2007 and 2008, respectively. If current trends continue, the impact of
inflation on our operating results could become material in future periods.

ITEM 12. DESCRIPTION OF SECURITIES OTHER THAN EQUITY SECURITIES.
Not applicable.
PART II.
ITEM 13. DEFAULTS, DIVIDEND ARREARAGES AND DELINQUENCIES.
None.

ITEM 14. MATERIAL MODIFICATIONS TO THE RIGHTS OF SECURITY HOLDERS AND USE OF
PROCEEDS.

The rights of securities holders have not been materially modified.
ITEM 15. CONTROLS AND PROCEDURES.
Evaluation of Disclosure Controls and Procedures

Our Chief Executive Officer and Chief Financial Officer, after evaluating the effectiveness of our disclosure controls
and procedures (as defined in the Securities Exchange Act of 1934 Rules 13a-15(e) and 15d-15(e)) as of the end of the
period covered by this report (the Evaluation Date ), have concluded that as of the Evaluation Date our disclosure
controls and procedures were effective and designed to ensure that all material information required to be included in
our reports filed or submitted under the Securities Exchange Act of 1934 is recorded, processed, summarized and
reported within the time periods specified in the rules and forms of the Securities and Exchange Commission and to
ensure that information required to be disclosed is accumulated and communicated to our management, including our
principal executive and financial officer, as appropriate to allow timely decisions regarding required disclosure.

Management s Annual Report on Internal Control Over Financial Reporting.

Our management is responsible for establishing and maintaining adequate internal control over financial reporting, as
such term is defined in Rule 13a-15(f) under the Securities Exchange Act of 1934, as amended, for our company.
Internal control over financial reporting is a process designed to provide reasonable assurance regarding the reliability
of financial reporting and the preparation of consolidated financial statements in accordance with generally accepted
accounting principles and includes those policies and procedures that (1) pertain to the maintenance of records that, in
reasonable detail, accurately and fairly reflect the transactions and dispositions of a company s assets, (2) provide
reasonable assurance that transactions are recorded as necessary to permit preparation of consolidated financial
statements in accordance with generally accepted accounting principles, and that a company s receipts and
expenditures are being made only in accordance with authorizations of a company s management and directors, and
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(3) provide reasonable assurance regarding prevention or timely detection of unauthorized acquisition, use, or
disposition of a company s assets that could have a material effect on the consolidated financial statements.

Because of its inherent limitations, a system of internal control over financial reporting can provide only reasonable
assurance with respect to consolidated financial statement preparation and presentation and may not
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prevent or detect misstatements. Also, projections of any evaluation of effectiveness to future periods are subject to
the risk that controls may become inadequate because of changes in conditions, or that the degree of compliance with
the policies or procedures may deteriorate.

As required by Section 404 and related rules as promulgated by the Securities and Exchange Commission,
management assessed the effectiveness of the our internal control over financial reporting as of December 31, 2008
using criteria established in Internal Control-Integrated Framework issued by the Committee of Sponsoring
Organizations of the Treadway Commission.

Based on this assessment, management concluded that our internal control over financial reporting was effective as of
December 31, 2008 based on the criteria established in Internal Control-Integrated Framework issued by the
Committee of Sponsoring Organizations of the Treadway Commission.

We have excluded Mindray DS USA Inc., Mindray Medical France SARL, Mindray Medical Germany GmbH,
Datascope International B.V. Netherlands Filial, and Artema Medical AB from our assessment of internal control over
financial reporting as of December 31, 2008 because these businesses were acquired by us in a business combination
during 2008 and they qualify under current United States Securities and Exchange Commission regulations for
exclusion from our assessment of internal control over financial reporting. The total assets and total revenues of these
acquirees in aggregate represent 16.7% and 20.3%, respectively, of our related consolidated financial statement
amounts as of and for the year ended December 31, 2008.

Attestation Report of the Registered Public Accounting Firm

The report of PricewaterhouseCoopers, our independent registered public accounting firm, on the effectiveness of our
internal control over financial reporting, appears on page F-1 of this annual report.

Changes in Internal Control over Financial Reporting

There were no changes in our internal controls over financial reporting that occurred during the period covered by this
annual report that have materially affected, or are reasonably likely to materially affect, our internal controls over
financial reporting.

ITEM 16A. AUDIT COMMITTEE FINANCIAL EXPERT.

Our audit committee consists of Messrs. Wan, Lim and Chen, each of whom satisfies the requirements of New York
Stock Exchange Listed Company Manual, or NYSE Manual, Section 303A. Mr. Wan is the chairman of our audit
committee and meets the criteria of an audit committee financial expert as set forth under the applicable rules of the
SEC. Messrs. Wan and Lim were appointed to the audit committee in October 2008. Prior to Messrs. Wan and Lim s
appointment, Mr. Ede served on the audit committee as chairman until June 25, 2008.

Our board of directors has determined that each remaining member is an independent director within the meaning of
NYSE Manual Section 303A and meets the criteria for independence set forth in Section 10A(m)(3) of the
U.S. Securities Exchange Act of 1934, as amended, or the Exchange Act, and Rule 10A-3 under the Exchange Act.

ITEM 16B. CODE OF ETHICS.
Our board of directors has adopted a code of ethics that is applicable to our senior executive and financial officers. In

addition, our board of directors adopted a code of conduct that is applicable to all of our directors, officers and
employees. Our code of ethics and our code of conduct are publicly available on our website.
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ITEM 16C. PRINCIPAL ACCOUNTANT FEES AND SERVICES.

The following table sets forth the aggregate fees by categories specified below in connection with certain professional
services rendered by Deloitte and Touche Tohmatsu for 2006 and 2007, and PricewaterhouseCoopers
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for 2008, our principal external auditors, for the periods indicated. We did not pay any tax related or other fees to our
auditors during the periods indicated below.

2006 2007 2008
Audit fees(1) $ 525,093 $ 1,000,000 $ 1,940,000
Audit-related fees(2) $ 825,032 $ 100,000 $ 515,000
All Other fees(3) $ $ $ 172,333

(1) Audit fees means the aggregate fees billed in each of the fiscal years listed for professional services rendered by
our principal auditors for the audit of our annual financial statements and the Sarbanes-Oxley Act.

(2) Audit-related fees means the aggregate fees billed in each of the fiscal years listed for assurance and related
services by our principal auditors that are reasonably related to the performance of the audit or review of our
financial statements and are not reported under Audit fees. Services comprising the fees disclosed under the
category of Audit-related fees in 2006 involve principally the issue of comfort letter and rendering of listing
advice in connection with our initial public offering.

(3) All Other fees means the aggregate fees billed in each of the fiscal years listed for services provided by our
principal auditor, other than services reported under Audit fees and Audit-related fees . All Other fees in 2008
involve principally the consultation fee billed by PricewaterhouseCoopers before they were engaged to be our
principal external auditor in July 2008.

The audit committee or our board of directors is to pre-approve all auditing services and permitted non-audit services
to be performed for us by our independent auditor, including the fees and terms thereof (subject to the de minimums
exceptions for non-audit services described in Section 10A(i)(1)(B) of the Exchange Act which are approved by the
audit committee or our board of directors prior to the completion of the audit).

ITEM 16D. EXEMPTIONS FROM THE LISTING STANDARDS FOR AUDIT COMMITTEES.

None.

ITEM 16E. PURCHASES OF EQUITY SECURITIES BY THE ISSUER AND AFFILIATED PURCHASERS.
None.

ITEM 16G. CORPORATE GOVERNANCE.

Differences between Cayman Islands and NYSE Corporate Governance Practices

We are incorporated in the Cayman Islands. Under Section 303A of the NYSE Manual, NYSE-listed non-US
companies may, in general, follow their home country corporate governance practices in lieu of some of the NYSE

corporate governance requirements. A NYSE-listed non-US company is simply required to provide a general
summary of the significant differences to its US investors either on the company website or in its annual report
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distributed to its US investors. We believe that we currently comply with all of the NYSE corporate governance
practices.

ITEM 17. FINANCIAL STATEMENTS

We have elected to provide our financial statements pursuant to Item 18.

ITEM 18. FINANCIAL STATEMENTS

Our consolidated financial statements are included at the end of this annual report.
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ITEM 19. EXHIBITS

Exhibit
Number

1.1*
2.1%
2.2%
2.3%

4.1%

4.2%
4.3%
4.2%
4.4%
4.5%
4.6*
4.7*
4.8%
4.9%
4.10%*
4.11*
4.12%*
4.13
4.14«
4.15«
8.1
11.1**

12.1

12.2

Index to Exhibits

Description

Amended and Restated Memorandum and Articles of Association of Mindray Medical International
Limited.

Form of American Depositary Receipt.

Specimen Certificate for Class A Ordinary Shares.

Form of Deposit Agreement among Mindray Medical International Limited, The Bank of New York and
owners and holders of the American Depositary Shares.

Shareholders Agreement between Mindray International Holdings Ltd., Shenzhen Mindray Bio-Medical
Electronics Co., Ltd., the several shareholders named therein, and the several investors named therein,
dated September 26, 2005.

Registration Rights Agreement between Mindray Medical International Limited and the several
investors named therein, dated September 5, 2006.

Amended and Restated Employee Share Incentive Plan and form of Option Agreement.

Amended and Restated Employee Share Incentive Plan and form of Option Agreement.

Form of Employment Agreement of Mindray Medical International Limited.

Grant Contract of Use Right of State-owned Land of Mindray headquarters building between Shenzhen
Mindray Bio-Medical Electronics Co., Ltd. and Shenzhen Planning and State-owned Land Bureau, dated
July 18, 2001.

Agreement for Assignment of Trademark between Chang Run Da Electronic (Shenzhen) Co., Ltd. and
Shenzhen Mindray Bio-Medical Electronics Co., Ltd., dated November 20, 2002.

Purchase Agreement of New Energy Building between Shenzhen Mindray Bio-Medical Electronics Co.,
Ltd. and Shenzhen Mindray Electronic Co., Ltd., dated April 9, 2002.

Lease Agreement of Reagent and Manufacturing building between Shenzhen Mindray Bio-Medical
Electronics Co., Ltd. and Shenzhen Zhongguan Company Limited, dated June 28, 2004.

Lease Agreement of Manufacturing Building between Shenzhen Mindray Bio-Medical Electronics Co.,
Ltd. and Shenzhen Zhongguan Company Limited, dated July 27, 2005.

Subscription and Share Purchase Agreement dated July 6, 2005 and Subscription and Share Purchase
Amendment Agreement, dated August 22, 2005.

Form of Agreement on Transfer of Shares of Shenzhen Mindray Bio-Medical Electronics Co., Ltd.
Form of Equity Transfer Agreement.

Investment Cooperation Agreement between Mindray Medical International Limited and the
Management Committee of the Nanjing Jiangning Economic and Technological Development Zone,
dated December 27, 2006.

Asset Purchase Agreement by and between Datascope Corp. and Mindray Medical International, Ltd.,
dated March 10, 2008.

Loan Agreement between MR Holdings (HK) Limited and MR Investments (HK) Limited and Mindray
Medical International Limited, and Bank of China (Hong Kong) Limited, dated April 23, 2008.

List of Subsidiaries.

Code of Business Conduct.

Certification of Co-Chief Executive Officer pursuant to Rule 13a-14(a) (17 CFR 240.13a-14(a)) or Rule
15d-14(a) (17 CFR 240.15d-14(a)).
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Certification of Co-Chief Executive Officer pursuant to Rule 13a-14(a) (17 CFR 240.13a-14(a)) or Rule
15d-14(a) (17 CFR 240.15d-14(a)).

12.3 Certification of Chief Financial Officer pursuant to Rule 13a-14(a) (17 CFR 240.13a-14(a)) or Rule
15d-1(a) (17 CFR 240.15d-14(a)).

13.1 Certification pursuant to Rule 13a-14(b) (17 CFR 240.13a-14(b)) or Rule 15d-14(b)(17 CFR
240.15d-14(b)) and 18 U.S.C. Section 1350.

23.1 Consent of Deloitte Touche Tohmatsu CPA Ltd., Independent Registered Public Accounting Firm
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Number Description

23.2  Consent of PricewaterhouseCoopers, Independent Registered Public Accounting Firm.

*  Previously filed with the Registrant s Report filed on November 10, 2008 on Form 6-K (File No. 001-33036).
Previously filed with the Registrant s registration statement on Form F-1 (File No. 333-140028).
**  Previously filed with the Registrant s Report filed on June 30, 2008 on Form 20-F (File No. 001-33036).

«  Previously filed with the Registrant s Report filed on May 15, 2008 on Form 6-K (File No. 001-33036).
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SIGNATURES

The registrant hereby certifies that it meets all of the requirements for filing on Form 20-F and that it has duly caused
and authorized the undersigned to sign this annual report on its behalf.

Mindray Medical International Ltd

/s/ Xu Hang
Xu Hang
Chairman and Co-Chief Executive Officer
Date: May 8, 2009
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM
Report of Independent Registered Public Accounting Firm
To the Board of Directors and Shareholders of Mindray Medical International Limited

In our opinion, the accompanying consolidated balance sheet and the related consolidated statement of operations,
shareholders equity and comprehensive income, and cash flows present fairly, in all material respects, the financial
position of Mindray Medical International Limited and its subsidiaries (the Company ) at December 31, 2008, and the
results of its operations and its cash flows for the year ended December 31, 2008 in conformity with accounting
principles generally accepted in the United States of America. In addition, in our opinion, the financial statement
schedule listed in the accompanying index presents fairly, in all material respects, the information set forth therein
when read in conjunction with the related consolidated financial statements. Also in our opinion, the Company
maintained, in all material respects, effective internal control over financial reporting as of December 31, 2008, based
on criteria established in Internal Control Integrated Framework issued by the Committee of Sponsoring
Organizations of the Treadway Commission (COSO). The Company s management is responsible for these financial
statements, for maintaining effective internal control over financial reporting and for its assessment of the
effectiveness of internal control over financial reporting, included in Management s Report on Internal Control over
Financial Reporting appearing under Item 15. Our responsibility is to express opinions on these financial statements
and on the Company s internal control over financial reporting based on our integrated audit. We conducted our audit
in accordance with the standards of the Public Company Accounting Oversight Board (United States) and auditing
standards generally accepted in the United States of America. Those standards require that we plan and perform the
audit to obtain reasonable assurance about whether the financial statements are free of material misstatement and
whether effective internal control over financial reporting was maintained in all material respects. Our audit of the
financial statements included examining, on a test basis, evidence supporting the amounts and disclosures in the
financial statements, assessing the accounting principles used and significant estimates made by management, and
evaluating the overall financial statement presentation. Our audit of internal control over financial reporting included
obtaining an understanding of internal control over financial reporting, assessing the risk that a material weakness
exists, and testing and evaluating the design and operating effectiveness of internal control based on the assessed risk.
Our audit also included performing such other procedures as we considered necessary in the circumstances. We
believe that our audit provides a reasonable basis for our opinions.

A company s internal control over financial reporting is a process designed to provide reasonable assurance regarding
the reliability of financial reporting and the preparation of financial statements for external purposes in accordance
with generally accepted accounting principles. A company s internal control over financial reporting includes those
policies and procedures that (i) pertain to the maintenance of records that, in reasonable detail, accurately and fairly
reflect the transactions and dispositions of the assets of the company; (ii) provide reasonable assurance that
transactions are recorded as necessary to permit preparation of financial statements in accordance with generally
accepted accounting principles, and that receipts and expenditures of the company are being made only in accordance
with authorizations of management and directors of the company; and (iii) provide reasonable assurance regarding
prevention or timely detection of unauthorized acquisition, use, or disposition of the company s assets that could have
a material effect on the financial statements.

Because of its inherent limitations, internal control over financial reporting may not prevent or detect misstatements.
Also, projections of any evaluation of effectiveness to future periods are subject to the risk that controls may become
inadequate because of changes in conditions, or that the degree of compliance with the policies or procedures may
deteriorate.
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As described in Management s Report on Internal Control over Financial Reporting appearing under Item 15,
management has excluded Mindray DS USA Inc., Mindray Medical France SARL, Mindray Medical Germany
GmbH, Datascope International B.V. Netherlands Filial, and Artema Medical AB from its assessment of internal
control over financial reporting as of December 31, 2008 because these businesses were acquired by the Company in a
business combination during 2008. We have also excluded the same from our audit of internal control over financial
reporting. Such entities are wholly owned subsidiaries of the Company whose total assets and total
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revenues represent 16.7% and 20.3%, respectively, of the related consolidated financial statement amounts as of and
for the year ended December 31, 2008.

PricewaterhouseCoopers
Hong Kong
May 8, 2009

F-2

Table of Contents 176



Edgar Filing: Mindray Medical International LTD - Form 20-F

Table of Contents
REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM
To the Shareholders and the Board of Directors of Mindray Medical International Limited:

We have audited the accompanying consolidated balance sheets of Mindray Medical International Limited and
subsidiaries (the Company ) as of December 31, 2007, and the related consolidated statements of operations,
shareholders equity and comprehensive income, and cash flows for the years ended December 31, 2007 and 2006.
These financial statements are the responsibility of the Company s management. Our responsibility is to express an
opinion on these financial statements based on our audits.

We conducted our audits in accordance with the standards of the Public Company Accounting Oversight Board
(United States). Those standards require that we plan and perform the audit to obtain reasonable assurance about
whether the consolidated financial statements are free of material misstatement. An audit includes examining, on a test
basis, evidence supporting the amounts and disclosures in the financial statements. An audit also includes assessing
the accounting principles used and significant estimates made by management, as well as evaluating the overall
financial statement presentation. We believe that our audits provide a reasonable basis for our opinion.

In our opinion, such consolidated financial statements present fairly, in all material respects, the financial position of
the Company as of December 31, 2007, and the results of their operations and their cash flows for the years ended
December 31, 2007 and 2006, in conformity with accounting principles generally accepted in the United States of
America.

As discussed in Note 2(x) to the consolidated financial statements, the accompanying 2006 and 2007 consolidated
financial statements have been retrospectively adjusted for the change in reporting currency in 2008.

As discussed in Note 22 to the consolidated financial statements, the 2007 and 2006 reported segment information has
been retrospectively adjusted in order to conform to the change in measurement of segment profit or loss in 2008.

Deloitte Touche Tohmatsu CPA Ltd.
Shenzhen, China

June 27, 2008

(May 8, 2009 as to Note 2(x) and Note 22)
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MINDRAY MEDICAL INTERNATIONAL LIMITED

CONSOLIDATED STATEMENTS OF OPERATIONS

Net revenues
Cost of revenues(a)

Gross profit

Operating expenses:

Selling expenses(a)

General and administrative expenses(a)

Research and development expenses(a)

Expense of in-progress research and development

Operating income

Other income, net

Interest income

Interest expense

Income before income taxes and minority interests
Provision for income taxes

Minority interests

Net income

Basic earnings per share

Diluted earnings per share

Shares used in computation of:
Basic earnings per share

Diluted earnings per share

Note (a):

Table of Contents

Years Ended December 31,

2006

2007

2008

(Dollars in thousands, except for share and

$ 190,374
(86,390)

103,984
(26,622)
(9,527)
(18,741)
(4,000)

45,094

756

3,505
(58)

49,297
(3,023)
(811)

$ 45,463

$ 0.52

$ 0.47

87,066,163

96,370,084

per share data)

$ 294,296
(132,768)

161,528
(41,083)

(12,042)
(28,389)

80,014

2,357

9,726
(11

92,086
(14,043)

$ 78,043

$ 0.73

$ 0.69

106,328,347

112,678,984

$ 547,527
(250,573)

296,954
(80,088)
(40,802)
(51,945)
(6,600)

117,519

4,918

8,361
(5,163)

125,635
(16,948)

$ 108,687

$ 1.01

$ 0.96

107,366,250

113,364,756

Years Ended December 31,

2006 2007

2008
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Share-based compensation charged during the year were included in the

following:

Cost of revenues $ 77 $ 267 $ 423
Selling expenses 801 2,781 2,870
General and administrative expenses 1,532 2,232 2,697
Research and development expenses 864 2,430 2,731

The accompanying notes are an integral part of these consolidated financial statements.
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Current assets:

Cash and cash equivalents

Restricted cash
Short-term investments

Edgar Filing: Mindray Medical International LTD - Form 20-F

MINDRAY MEDICAL INTERNATIONAL LIMITED

CONSOLIDATED BALANCE SHEETS

As of December 31,

2007

2008

(Dollars in thousands,
except for share)

ASSETS

$

Accounts receivable (net of allowance for doubtful
accounts of $1,105 for 2007 and $3,942 for 2008)

Inventories

Value added tax receivables

Other receivables
Prepayments and deposits
Deferred tax assets

Total current assets
Long-term investments

Other assets
Advances for purchase of

plant and equipment

Property, plant and equipment, net

Land use rights, net
Intangible assets, net
Goodwill

Total assets

Current liabilities:
Short-term bank loans
Notes payable

Accounts payable
Advances from customers
Salaries payable

Other payables

Income taxes payable
Other taxes payable

Total current liabilities

Table of Contents

189,045
55,897

28,813
24,816
33
5,368
1,920
603

306,495

34,272

2,695
18,103
48,056

2,435
17,910
16,748

$ 446,714

LIABILITIES AND SHAREHOLDERS EQUITY

8,700
18,208
7,224
8,343
17,089
7,711
2,029

69,304

$ 96,370
119,711
36,780

89,735
57,466
13,566
7,471
4,503
1,812

427414

1,724
46,275
126,399
2,721
67,004
114,234

$ 785,771

$ 157,007
7,449
29,009
7,523
16,797
46,911
10,727
4,398

279,821
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Other long-term liabilities 7,120
Deferred tax liabilities 3,386 736
Commitments and contingencies (Note 20)
Minority interests 2 2
Shareholders equity:
Ordinary shares (HK$0.001 par value, 5,000,000,000 shares authorized, 106,844,479
for 2007 and 107,663,703 for 2008 issued and outstanding) 13 14
Additional paid-in capital 260,107 274,993
Retained earnings 94,466 183,886
Accumulated other comprehensive income 19,436 39,199
Total shareholders equity 374,022 498,092
Total liabilities and shareholders equity $ 446,714 $ 785,771

The accompanying notes are an integral part of these consolidated financial statements.
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MINDRAY MEDICAL INTERNATIONAL LIMITED

CONSOLIDATED STATEMENTS OF SHAREHOLDERS EQUITY
AND COMPREHENSIVE INCOME

Accumulated
Ordinary Additional Other
Share Capital Paid-in Retained Comprehensive Comprehensive
Number Capital Earnings Income Total Income

(Dollars in thousands, except for share data)

As of January 1, 2006 75,350,054 $ 9 $ 5344 $ 27,199 $ 1,098 $ 33,650

Net income 45,463 45,463 45,463
Dividends paid (US$0.20

per share) (17,027) (17,027)

Dividends paid (US$0.25

per share) (23,270) (23,270)

Conversion of convertible

redeemable preferred share

to ordinary shares 10,074,977 1 40,677 40,678
Issuance of ordinary shares

for acquisition of minority

interests 7,649,646 1 38,811 38,812

Issuance of ordinary shares 12,653,000 2 155,359 155,361

Share-based compensation 3,130 3,130

Currency translation

adjustments 2,917 2,917 2,917
As of December 31, 2006 105,727,677 13 243,321 32,365 4,015 279,714

Total comprehensive

income for the year ended

December 31, 2006 48,380
Net income 78,043 78,043 78,043
Dividends paid (US$0.15

per share) (15,942) (15,942)

Issuance of ordinary shares

in relation to exercise of

options 1,116,802 9,076 9,076

Share-based compensation 7,710 7,710

Currency translation

adjustments 15,421 15,421 15,421
As of December 31, 2007 106,844,479 13 260,107 94,466 19,436 374,022

Total comprehensive

income for the year ended

December 31, 2007 93,464
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Net income

Dividends paid (US$0.18
per share)

Issuance of ordinary shares
in relation to exercise of
options

Share-based compensation
Currency translation
adjustments

As of December 31, 2008

Total comprehensive
income for the year ended
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108,687 108,687 108,687
(19,267) (19,267)
819,224 1 6,165 6,166
8,721 8,721
19,763 19,763 19,763

107,663,703 $ 14 $ 274993 $ 183,886 $ 39,199 $ 498,092

December 31, 2008 $ 128,450
The accompanying notes are an integral part of these consolidated financial statements.
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MINDRAY MEDICAL INTERNATIONAL LIMITED

CONSOLIDATED STATEMENTS OF CASH FLOWS

Cash flows from operating activities:
Net income

Adjustments to reconcile net income to net cash from operating

activities:

Amortization of land use rights

Depreciation of property, plant and equipment
Amortization of debt issuance costs

Amortization of intangible assets

Provision for inventories obsolescene

Allowance for doubtful accounts

Expense of in-progress research and development
Write off of intangible assets

(Gain) loss on disposal of property, plant and equipment
Share-based compensation expense

Deferred income taxes

Income attributable to the minority interests
Changes in current asset and liabilities:

Increase in accounts receivable

Increase in inventories

Decrease (increase) in value added tax receivables
Decrease (increase) in other receivables
(Increase) decrease in prepayments and deposits
Increase in other assets

Increase (decrease) in notes payable

Increase in accounts payable

Increase (decrease) in advances from customers
Increase in salaries payable

Increase in other payables

Increase in income taxes payable

Increase in other taxes payable

Increase in long-term liabilities

Net cash generated from operating activities

Cash flows from investing activities:
Acquisition cost, net of cash received of $397
Purchase of property, plant and equipment
Purchase of land use rights

Advances for purchase of plant and equipment

Table of Contents

Years Ended December 31,

2006

2007 2008

(Dollars in thousands)

45,463

17
4,829

442
4,000
288
(25)
3,130
(1,021)
811

(4,650)
(2,103)
1,629

397
(253)
(13)
4,206
2,110
2,159
1,511
3,878
473
1,117

68,395

(9,097)

$

78,043 $ 108,687

18 73

6,549 13,831

487

2,581 8,008

5,297

316 2,839

6,600

24 448

7,710 8,721
29 (1,469)
(14,103) (60,107)
(7,870) (5,702)
(25) (13,232)
(2,055) (1,782)
808 (1,326)
(1,739) (274)
1,693 (1,819)

7,064 5,025
750 172)

747 7,818

6,082 7,204

5,876 777

903 2,202

782

93,401 92,916
(211,225)
(30,512) (44,440)
(251)
(17,420) (26,432)
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Proceeds from disposal of property, plant and equipment 137 171 6,223
Decrease (increase) in restricted cash 971 (117,542)
Proceeds from sale of investments 4,310 58,542
Increase in investments (14,939) (75,398)
Repayments from employee loans, net 454 64 105
Net cash used in investing activities (22,474) (118,785) (335,020)
Cash flows from financing activities:
Proceeds from bank loans 155,304
Dividends paid (40,297) (15,942) (19,267)
Proceeds from issuance of ordinary shares (net of direct incremental
costs of $3,482 in 2006) 155,361
Proceeds from exercise of options 9,076 6,166
Proceeds collected for (repaid to) shareholders 4,449 (4,794)
Net cash generated from (used in) financing activities 119,513 (11,660) 142,203
Net increase (decrease) in cash and cash equivalents 165,434 (37,044) (99,901)
Cash and cash equivalents at beginning of year 55,283 219,064 189,045
Effect of exchange rate changes on cash (1,653) 7,025 7,226
Cash and cash equivalents at end of year $ 219,064 $ 189,045 $ 96,370
Supplemental schedule of cash flow information:
Income taxes paid $ 3004 $ 8,167 $ 19,114
Interest paid 3,486
Non-cash investing and financing activities:
Purchase of property, plant and equipment through payables 1,748 3,550

The accompanying notes are an integral part of these consolidated financial statements.
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MINDRAY MEDICAL INTERNATIONAL LIMITED

Notes to Consolidated Financial Statements
for the Years Ended December 31, 2006, 2007 and 2008

1. Organization and Principal Activities

Mindray Medical International Limited and, together with its subsidiaries, Mindray International or the Company, was
incorporated as an exempted company with limited liability in the Cayman Islands on June 10, 2005 under the

Companies Law of the Cayman Islands. Mindray International is principally engaged in the manufacture,

development and sale of medical devices including patient monitoring devices, in-vitro diagnostic products and

medical imaging systems in the People s Republic of China (the PRC ) and in the United States of America. The
Company also designs and develops equipment to original equipment manufacturer s specifications.

Historically, substantially all of the Company s business is conducted in the PRC through its primary operating
subsidiary, Shenzhen Mindray Bio-Medical Electronics Co., Ltd. ( Shenzhen Mindray ) in which the Company
indirectly holds approximately 99.99% equity interest. Shenzhen Mindray holds a 99.9% interest in a second
consolidated subsidiary, Beijing Shen Mindray Medical Electronics Technology Research Institute Co., Ltd ( Beijing
Mindray ), which is engaged principally in research and development activities. These subsidiaries are collectively
referred to as the operating subsidiaries . Mindray International held its interest in the operating subsidiaries indirectly
through two holding companies, MR Holdings(HK) Limited and MR Investments (HK) Limited.

The Group completed its acquisition of the patient monitoring device business of Datascope Corp. in May 2008
pursuant to the terms of the definitive agreement entered into in March 2008. The total purchase price was

US$209 million in cash, as adjusted for working capital at the closing date. The acquisition was primarily financed
through an acquisition financing loan provided by Bank of China (Hong Kong). Datascope s patient monitoring
revenue was historically generated from sales in North America, with the remainder from markets largely in Europe.
The group intends to maintain Datascope s existing branded product lines and to continue manufacturing Datascope
products in the United States. With the Datascope acquisition, the group currently offers over 60 products across its
three product segments.

2. Summary of Significant Accounting Policies
(a) Basis of presentation and principles of consolidation

The consolidated financial statements of the Company have been prepared in accordance with the accounting
principles generally accepted in the United States of America ( US GAAP ).

The consolidated financial statements include the financial statements of the Company and all its majority-owned
subsidiaries. In all periods, the Company did not have variable interest in any variable interest entities. All significant
inter-company transactions have been eliminated on consolidation.

Certain prior period amounts have been reclassified to conform to the current period presentation in the consolidation
financial statements and the accompanying notes. Such reclassifications had no effect on previously reported results of

operations or retained earnings.

(b) Use of estimates
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The preparation of consolidated financial statements in conformity with US GAAP requires management to make
estimates and assumptions that affect the reported amounts of assets and liabilities and the reported amounts of
revenues and expenses in the financial statements and accompanying notes. The significant accounting estimates
which have had an impact on the Company s financial statements include share-based compensation, impairment of
intangible assets, allowance for doubtful accounts, inventories, provision of warranty, economic useful lives of
property, plant and equipment, accrued liabilities, income taxes and tax valuation allowances. Actual results could
differ from those estimates.
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MINDRAY MEDICAL INTERNATIONAL LIMITED
Notes to Consolidated Financial Statements (Continued)
(c) Cash and cash equivalents

Cash and cash equivalents consist of cash on hand and highly liquid short-term deposits which are unrestricted as to
withdrawal and use, and which have original maturities less than three months.

(d) Restricted cash
Fund classified as restricted cash as of December 31, 2008 related to security deposits that served as collateral for the

revolving working capital facility and the term loan facility entered into in connection with the acquisition of DPM, as
described in Note 4 and Note 11.

(e) Investments

Investments consist of amounts placed with trust investment companies ( the Trusts ) for onward lending to third
parties. These investments carry interest at 5% per annum and will contractually mature by February 2009. The
amount invested and the interest to be collected by the Trusts are guaranteed by Bank of China. These investments are

carried at amortized cost.

As of December 31, 2007 and 2008, investments totaled $Nil and $36,780, respectively, were pledged as collateral for
the term loan facility as described in Note 11.

(f) Accounts receivable

The Company maintains an allowance for doubtful accounts for estimated losses resulting from the inability of its
customers to make required payments. The allowance is determined by (1) analyzing specific customer accounts that
have known of potential collection issues and (2) applying historical loss rates to the aging of the remaining accounts
receivable balances. The allowance for doubtful accounts was $1.1 million in 2007 and $3.9 million in 2008.

(g) Inventories

Inventories are stated at the lower of cost or market value. Cost is determined on a standard cost basis that
approximates the average cost method. Write downs of potentially obsolete or slow-moving inventories are recorded
based on the management s specific analysis of future sales forecasts and economic conditions.

(h) Intangible assets

Intangible assets with a finite useful life are carried at cost less amortization. Intangible assets are amortized over their
estimated useful lives ranging between 3 and 12 years.

For intangible assets with indefinite lives, the Company performs an impairment test annually or more frequently if
events or changes in circumstances indicate that the asset might be impaired by comparing of the fair value of an

intangible asset with its carrying amount.

(i) Property, plant and equipment, net
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Property, plant and equipment are carried at cost less accumulated depreciation. Assets under construction are not
depreciated until construction is completed and the assets are ready for their intended use. Gains and losses from the
disposal of property, plant and equipment are included in income from operations.
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MINDRAY MEDICAL INTERNATIONAL LIMITED
Notes to Consolidated Financial Statements (Continued)

Depreciation is computed on a straight-line basis over the estimated useful lives of assets as follows:

Classification Years

Buildings 20 to 50 years
Plant and machinery 3 to 5 years
Electronic equipment, furniture and fixtures 3 to 5 years
Motor vehicles 5 years

() Land use rights

All land in the PRC is owned by the PRC government. The government in the PRC, according to the PRC law, may
sell the right to use the land for a specified period of time. Thus, all of the Company s land purchases in the PRC are
considered to be leasehold land under operating lease arrangement and are stated at cost less accumulated amortization
and any recognized impairment loss. The cost of the land use right is amortized on a straight-line basis over 20 to

50 years.

(k) Goodwill

Goodwill represents the excess of the purchase price over the fair value of identifiable assets and liabilities acquired.
The goodwill included in the balance sheet arose from the Company s acquisitions of DPM and minority interests of
Shenzhen Mindray. Goodwill is not amortized, but is tested for impairment at the reporting unit level on at least an
annual basis in accordance with SFAS No. 142 Goodwill and Other Intangible Assets . The evaluation of goodwill for
impairment involves two steps (1) the identification of potential impairment by comparing the fair value of a reporting
unit with its carrying amount, including goodwill and (2) the measurement of the amount of goodwill loss by

comparing the implied fair value of the reporting unit goodwill with the carrying amount of that goodwill and
recognizing a loss by the excess of carrying amount of the goodwill over implied goodwill amount.

(1) Impairment or disposal of long-lived assets

In accordance with SFAS No. 144 Accounting for the Impairment or Disposal of Long-Lived Assets , the Company
reviews its long-lived assets and finite-lived intangible assets for potential impairment based on a review of projected
undiscounted cash flows associated with these assets. Long-lived assets and finite-lived intangible assets are evaluated
for impairment whenever events and circumstances exist that indicates the carrying amount of these assets may not be
recoverable. If the sum of the projected undiscounted cash flows is less than the carrying amount of the assets, the
Company would recognize an impairment loss based on the difference between the estimated fair value of the assets
and the carrying amount.

Long-lived assets to be disposed of are stated at the lower of fair value less cost to sell or carrying amount.
Management judgment is required in the area of asset impairment, particularly in assessing whether: (1) an event has

occurred that may affect asset values; (2) the carrying value of an asset can be supported by the net present value of
future cash flows from the asset using estimated cash flow projections; and (3) the cash flow is discounted using an
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appropriate rate.
(m) Revenue recognition
The Group generates revenue from sale of medical devices. The medical devices that the Group sells include a
software element that is essential to the functionality of the medical devices as a whole. However, since the sales
arrangements do not require significant production, modification, or customization of the software, revenues from the
sale of medical devices are recognized when all of the following conditions have been satisfied:

There is persuasive evidence of an arrangement;

Delivery has occurred (e.g., an exchange has taken place);

F-10
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MINDRAY MEDICAL INTERNATIONAL LIMITED

Notes to Consolidated Financial Statements (Continued)

The sales price is fixed or determinable; and
Collectibility is reasonably assured.

All sales are based on firm customer orders with fixed terms and conditions. The Group does not provide its
customers with the right of return, price protection or cash rebates. The sales arrangements do not include any
significant post customer support services and does not provide customers with upgrades. Accordingly, revenue from
the sale of products is typically recognised upon shipment, when the terms are free-on-board shipping point, or upon
delivery.

The Group offers sales incentives to certain customers in the form of free products if they meet certain level of
purchases. The costs of these sales incentives are estimated and accrued as cost of revenues with a corresponding
current liability at the time of revenue recognition based on the Group s past experience and its customers purchase
history, which involves significant judgement by management.

The Group presents revenues net of value-added tax ( VAT ). The VAT represents a 17% tax collected from customers
on behalf of the tax authority, which amounts to $16,924, $24,809 and $37,144 for 2006, 2007 and 2008, offset by a
14% VAT refund that the Groups is entitled to for sales of products with embedded self- developed software. In 2006,
there was a change in regulation around VAT and the Group s self-developed software no longer qualified for the 14%
VAT refund. In July 2008, the PRC tax authority issued a new tax notice which had retroactive effect from year 2006
and further clarified and redefined the embedded software sales eligible for the VAT refund. Given the lack of
experience in collecting VAT refund under the new tax notice, the Group determined to record VAT refund only when
approved. In September 2008, the Group received tax notices from Shenzhen tax bureau approving an aggregate of
$21,816 VAT refund for its software sales for the period from January 1, 2006 to July 31, 2008. Accordingly, the
amount of VAT refund included in revenues was $97, $Nil and $21,816 for the year ended December 31, 2006, 2007
and 2008, respectively

(n) Warranty costs
The Company records a warranty provision at the time product revenue is estimated based on a historical rate. The

provision is reviewed during the year and is adjusted, if appropriate, to reflect new product offerings or changes in
experience. Actual warranty claims are tracked by product line. Movements in warranty provision were as follows:

December 31,
2006 2007 2008
Balance at beginning of year $ $ 884 $ 1,804
Reserve assumed in connection with DPM s acquisition 262
Provision made during the year 2,033 3,244 4,674
Settlement made during the year (1,149) (2,324) (3,673)
Balance at end of year $ 884 $ 1,804 $ 3,067
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(o) Shipping and handling costs

Shipping and handling costs are classified as cost of revenues. For the years ended December 31, 2006, 2007 and
2008, shipping and handling costs were $3,525, $6,026 and $9,619, respectively.
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MINDRAY MEDICAL INTERNATIONAL LIMITED
Notes to Consolidated Financial Statements (Continued)
(r) Government subsidies

Government subsidies include cash subsidies and advance subsidies received from the PRC government by the PRC
subsidiaries of the Company. Such subsidies are generally provided in relation to the development of new high
technology medical products and as well as incentives from the local government for investing in the high technology
industry in the region. Cash subsidies are recognized as other income when received and when all the conditions for
their receipt have been satisfied. Cash subsidies recognized as other income were $586, $717 and $562 for the years
ended December 31, 2006, 2007 and 2008, respectively. Advance subsidies received have been recorded as other
payables.

(q) Software development costs

The Company capitalizes software development costs in accordance with Statement of Financial Accounting
Standards ( SFAS ) No. 86, Accounting for the Costs of Computer Software to be Sold, Leased or Otherwise Marketed .
Software development costs are capitalized after technological feasibility is established. Once the software products
become available for general releases to the public, the Company amortizes costs over the related product s estimated
economic useful life to cost of revenues. Net capitalized software development costs included in intangible assets

totaled $Nil, $Nil and $2,438 for the years ended December 31, 2006, 2007 and 2008, respectively.

(r) Research and development costs

Research and development ( R&D ) costs are incurred in the development of the new products and processes, including
significant improvements and refinements to existing products. R&D costs are expensed as incurred, except for

software development costs disclosed in Note 2(p).

(s) Advertising expenses

The Company expenses advertising costs as incurred. Advertising expenses were $693, $746 and $1,860 for the years
ended December 31, 2006, 2007 and 2008, respectively, and are classified as selling expenses.

(t) Staff retirement plan costs

The Company s costs related to its defined contribution staff retirement plans are expensed as incurred. (See Note 18).
(u) Share-based compensation

The Company accounts for share-based compensation to employees of the Company based on the fair value of the
ordinary shares and share options at grant date. All the share options are equity-settled and share-based compensation
charge is recognized using the graded vesting attribution over the vesting period when it is probable that the

performance condition will be achieved. See Note 15 for further disclosures.

(v) Income taxes
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The Company accounts for income taxes under the asset and liability method. Under this method, deferred tax assets,
including those related to tax loss carryforwards and credits, and liabilities are determined based on the differences
between the financial statements and tax basis of assets and liabilities using the enacted tax rates in effect for the year
in which differences are expected to reverse. A valuation allowance is recorded to reduce deferred tax assets when it is
more likely than not that the net deferred tax asset will not be realized.

Effective January 1, 2007, the Company adopted FASB Interpretation No. 48, Accounting for Uncertainies in Income
Taxes an interpretation of FASB Statement No. 109 ( FIN 48), which clarifies the accounting and
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MINDRAY MEDICAL INTERNATIONAL LIMITED
Notes to Consolidated Financial Statements (Continued)

disclosure for uncertainty in tax positions, as defined in that statement. See note 19 for additional information
including the impact of adopting FIN 48 on the Company s consolidated financial statements.

(w) Basic and Diluted Earnings per share

Basic earnings per share is computed by dividing net income available to common shareholders by the weighted
average number of ordinary shares outstanding during the year.

Diluted earnings per share gives effect to all dilutive potential ordinary shares outstanding during the year. The
weighted average number of ordinary shares outstanding is adjusted to include the number of additional ordinary
shares that would have been outstanding if the dilutive potential ordinary shares had been issued.

(x) Foreign currency transactions

The functional currency of the Company is the U.S. dollar ( USD ). The functional currency of the Company s foreign
subsidiaries and branches is the applicable local currency. All transactions in currencies other than functional

currencies during the year are remeasured at the exchange rates prevailing on the respective transaction dates.

Monetary assets and liabilities existing at the balance sheet date denominated in currencies other than functional
currencies are remeasured at the exchange rates existing on that date. Exchange differences are recorded in the
consolidated statement of operations.

Assets and liabilities are translated using exchange rates in effect at each year end and average exchange rates are used
for the income statements. Translation adjustments resulting from translation of these financial statements are
reflected as a component of other comprehensive income (loss) in the statement of shareholders equity.

The consolidated financial statements are presented using a reporting currency of USD. Effective April 1, 2008, the
Company changed its reporting currency to USD from Chinese Renminbi ( RMB ). Prior to April 1, 2008, the
Company reported its consolidated balance sheet, statement of operations and shareholders equity and cash flows in
RMB. The consolidated financial statements and related notes for and prior to December 31, 2007 have been revised
to reflect USD as the reporting currency for comparison to the financial results for the year ended December 31, 2008.
The change in reporting currency is to better reflect the Company s performance and to improve investor s ability to
compare the Company s financial results.

(y) Comprehensive income

Comprehensive income is defined to include all changes in equity during a period from transactions and other events
and circumstances from non-owner sources. During the periods presented, the Company s comprehensive income
includes its net income and foreign currency translation adjustments. Comprehensive income is presented in the
consolidated statements of shareholders equity and comprehensive income.

(z) Fair value disclosures

The fair value of a financial instrument is the amount at which the financial instrument would be exchanged in a
current transaction between willing parties. The carrying amounts of cash and cash equivalents, restricted cash,
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short-term investments, accounts receivable, value added tax receivables, other receivables, prepayments and deposits,
short-term bank loans, notes payable, accounts payable, advances from customers, salaries payable, other payables
and other tax payable approximate their fair values due to the short term nature of these instruments.

(aa) Concentration of credit risk

Financial instruments that potentially expose the Company to concentrations of credit risk consist primarily of cash
and cash equivalents, accounts receivable and short-term and long-term investments.
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The Company places its cash and cash equivalents with financial institutions with high-credit ratings and quality.

The Company generally requires upfront payment or a significant installment prior to delivery of their products. As a
consequence, management believes the Company s exposure to credit risk is limited. The Company establishes an
allowance for doubtful accounts primarily based upon the age of receivables and factors surrounding the credit risk of
specific customers.

The Company invests in short term and long term investments with capital guaranteed by financial institutions with
high-credit ratings and quality.

(ab) Foreign currency risk

As of December 31, 2007 and 2008, the majority of cash, cash equivalents and restricted cash was denominated in
RMB and maintained by the Company s operating subsidiary, Shenzhen Mindray. The RMB is not a freely convertible
currency. The PRC State Administration for Foreign Exchange, under the authority of the People s Bank of China,
controls the conversion of RMB into foreign currencies. The value of the RMB is subject to changes in central
government policies and to international economic and political developments affecting supply and demand in the

PRC foreign exchange trading system market.

(ac) Recent changes in accounting standards

In October 2008, the Financial Accounting Standards Board ( FASB ) issued FASB Staff Position FAS 157-3

Determining the Fair Value of a Financial Asset When the Market for That Asset is Not Active ( FSP FAS 157-3 )
which clarifies the application of SFAS No. 157 in an inactive market and illustrates how an entity would determine
fair value when the market for a financial asset is not active. FSP FAS 157-3 was effective upon issuance, including
prior periods for which financial statements had not been issued. The adoption of FSP FAS 157-3 did not have a
material impact on our Consolidated Financial Statements.

On June 16, 2008, the FASB issued final Staff Position (FSP) No. EITF03-6-1, Determining Whether Instruments
Granted in Share-Based Payment Transaction Are Participating Securities, to address the question of whether
instrument granted in share-based payment transaction are participating securities prior to vesting. The FSP
determines that unvested share-based payment awards that contain rights to dividend payments should be included in
earnings per share calculations. The guidance will be effective for fiscal years beginning after December 15, 2008.
The Company is currently evaluating the requirement of (FSP) No. EITF03-6-1 as well as the impact of the adoption
on its consolidated financial statements.

In May 2008, the FASB issued Financial Accounting Standard No. 162, The Hierarchy of Generally Accepted
Accounting Principles ( SFAS No. 162 ). The statement is intended to improve financial reporting by identifying a
consistent hierarchy for selecting accounting principles to be used in preparing financial statements that are prepared
in conformance with GAAP. The statement is effective 60 days following the SEC s approval of the Public Company
Accounting Oversight Board amendments to AU Section 411, The Meaning of Present Fairly in Conformity with
GAAP. The Company is currently assessing the impact of this statement, but believes it will not have a material
impact on its financial position, results of operations, or cash flows upon adoption.
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In March 2008, the FASB issued Statement of Financial Accounting Standards No. 161, Disclosures about Derivative
Instruments and Hedging Activities an amendment of FASB Statement No. 133  (SFAS No. 161). The standard
requires additional quantitative disclosures (provided in tabular form) and qualitative disclosures for derivative
instruments. The required disclosures include how derivative instruments and related hedged items affect an entity s
financial position, financial performance, and cash flows; the relative volume of derivative activity; the objectives and
strategies for using derivative instruments; the accounting treatment for those derivative instruments formally
designated as the hedging instrument in a hedge relationship; and the existence and nature of credit-risk-related
contingent features for derivatives. SFAS No. 161 does not change the accounting treatment for derivative
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instruments. SFAS No. 161 is effective for the Company s financial statements for the year beginning on January 1,
2009. The Company is currently evaluating the impact that SFAS No. 161 will have on its financial statements.

In February 2008, the FASB issued FSP FAS 157-2, Effective Date of FASB Statement No. 157 ( FSP FAS 157-2 ).
FSP FAS 157-2 delays the effective date of FASB Statement No. 157, Fair Value Measurements for nonfinancial
assets and nonfinancial liabilities, except for items that are recognized or disclosed at fair value in the financial
statements on a recurring basis (at least annually). For purposes of FSP FAS 157-2, nonfinancial assets and
nonfinancial liabilities would include all assets and liabilities other than those meeting the definition of a financial
asset or financial liability as defined in paragraph 6 of FASB Statement No. 157. FSP FAS 157-2 defers the effective
date for items within its scope to fiscal years beginning after November 15, 2008. The Company is currently assessing
the impact of this statement, but believes it will not have a material impact on its financial position, results of
operations, or cash flows upon adoption.

In September 2008, the FASB issued FSP 133-1 and FASB Interpretation Number ( FIN ) 45-4, Disclosures about
Credit Derivatives and Certain Guarantees: An Amendment of FASB Statement No. 133 and FASB Interpretation

No. 45; and Clarification of the Effective Date of FASB Statement No. 161 ( FSP FAS 133-1 and FIN 45-4 ). FSP FAS
133-1 and FIN 45-4 amend disclosure requirements for sellers of credit derivatives and financial guarantees. It also

clarifies the disclosure requirements of SFAS No. 161 and is effective for quarterly periods beginning after

November 15, 2008, and fiscal years that include those periods. The adoption of FSP FAS 133-1 and FIN 45-4 did not

have a material impact on our current financial position, results of operation or cash flows.

In April 2008, the FASB Staff Position issued FAS No. 142-3 Determination of the Useful Life of Intangible Assets
( FSP FAS 142-3 ) which applies to all entities that requires to consider in developing renewal or extension
assumptions used to determine the useful life of a recognized intangible assets under FASB Statement No. 142,
Goodwill and Other Intangible Assets. This Statement is effective for financial statements issued for fiscal years
beginning after December 15, 2008 and interim periods which those fiscal years. Early adoption is prohibited. The
Company is currently evaluating the impacts of adopting FSP FAS 142-3 on its presentation in consolidated financial
statements.

In December 2007, the FASB issued SFAS No. 160 Noncontrolling Interests in Consolidated Financial Statements

( SFAS No. 160 ) to improve the relevance, comparability, and transparency of financial information provided to
investors by requiring all entities to report net income attributable to both the parent and noncontrolling (minority)
interests in subsidiaries in the consolidated financial statements. Moreover, SFAS No. 160 eliminates the diversity that
currently exists in accounting for transactions between an entity and noncontrolling interests by requiring them be
treated as equity transaction. SFAS No. 160 is effective for fiscal years, and interim periods within those fiscal years,
beginning on or after December 15, 2008. The Company is currently evaluating whether the adoption of

SFAS No. 160 will have a significant effect on its consolidated financial position, results of operation or cash flows.

In December 2007, the FASB issued SFAS No. 141 (revised 2007) Business Combination ( SFAS No. 141R ) which
establishes principles and requirements for how the acquirer of a business recognizes and measures in its financial
statements the identifiable assets acquired, the liabilities assumed, and any noncontrolling interest in the acquiree. The
statements also provides guidance for recognizing and measuring the goodwill acquired in the business combination

and determines what information to disclose to enable users of the financial statement to evaluate the nature and

financial effects of the business combination. SFAS No. 141R is effective for financial statements issued for fiscal
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years beginning after December 15, 2008. The Group is in the process of assessing the impact of the adoption of
SFAS No. 141R on its financial position or results of operations.
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3. Investment in Subsidiaries

Subsidiaries

Particulars regarding the legal subsidiaries as of December 31, 2008 are as follows:

Name of Company

Giant Glory Investments Limited
Greatest Elite Limited
Mindray (UK) Limited

Mindray Research and
Development Limited
Mindray Global Limited
Mindray Medical USA Corp.

Shenzhen Mindray
Bio-Medical Electronics Co., Ltd.

Beijing Shen Mindray

Medical Electronics Technology
Research Institute Co., Ltd.

MR Holdings (HK) Limited
MR Investments (HK) Limited
Bright Ray Limited

Nanjing Mindray Bio-Medical
Electronics Co., Ltd.

Mindray Medical Mexico S de R.L.

de C.V.

Mindray Distribution and
Commercialization of Medical
Equipment Brazil Ltda.
Mindray Medical Rus Limited

Table of Contents

Place of
Establishment
and Operation

BVI
BVI

United Kingdom

BVI
BVI

United States of America

PRC

PRC
Hong Kong
Hong Kong

BVI

PRC

Mexico

Brazil

Russia

Percentage of
Ordinary Share/
Registered
Capital Held
by the Company

100%
100%

100%

100%
100%

100%

99.9%

99.9%
100%
100%
100%
100%

100%

100%

100%

(Continued)

Principal Activities

Investment holding
Investment holding
Marketing of medical
equipment

Investment holding
Investment holding

Research and development
and sales and marketing of
medical equipments and
related products
Manufacturing and trading of
medical equipments and
research and development of
related products

Research and development of
medical equipment
Investment holding
Investment holding

Dormant

Research and development of
medical equipments and
related products

Marketing of medical
equipments

Marketing of medical
equipments
Marketing of medical
equipments
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Mindray Medical India Private
Limited

Mindray Investments Singapore
Pte. Ltd.

Mindray Medical Canada Limited

Mindray Medical Netherlands

B.V.
Mindray DS USA Inc.

Mindray Medical France SARL
Mindray Medical Germany GmbH
Datascope International B.V.
Netherlands Filial

Mindray Medical Italy S.r.1.

Artema Medical AB.

India
Singapore
Canada

Netherlands

United States of America
France
Germany
Netherlands

Italy

Sweden

F-16

100%

100%

100%

100%

100%

100%

100%

100%

100%

100%

Marketing of medical
equipments

Investment holding
Marketing of medical
equipments

Marketing of medical
equipments

Manufacturing and trading of
medical equipments and
research and development of
related products

Marketing of medical
equipments

Marketing of medical
equipments

Investment holding
Marketing of medical
equipments

Manufacturing and trading of
medical equipments and
research and development of
related products

Table of Contents

203



Edgar Filing: Mindray Medical International LTD - Form 20-F

Table of Contents

MINDRAY MEDICAL INTERNATIONAL LIMITED
Notes to Consolidated Financial Statements (Continued)
4. Acquisition of Datascope s Patient Monitoring Business

On May 1, 2008, the Company acquired the patient monitoring business of Datascope Corp. ( DPM ). The results of
DPM operations have been included in the consolidated financial statements since that date. The acquisition benefits
from the synergies created by combining the Company s strong China-based engineering and production platforms
with DPM s established brands, long standing reputation for high-quality products and service, its large and established
direct sales and service team in the United States and Europe and both companies leading R&D capabilities.

The acquisition consideration amounted to $215,172 paid in cash, including approximately $5,700 of legal and
professional costs, funded through the Company s internal cash and bank borrowings (See Note 11). Approximately
$3,500, out of the acquisition consideration, was outstanding and recorded as other payables as of December 31, 2008.
The Company accounted for its acquisition of DPM in accordance with SFAS No. 141. The following table
summarizes the estimated fair values of the assets acquired and liabilities assumed at the date of acquisition.

Current assets $ 33,211
Property, plant, and equipment 34,900
Intangible assets 60,900
Goodwill 96,327
Total assets acquired $ 225,338
Current liabilities (10,166)
Net assets acquired $ 215,172

The excess of initial purchase price over the estimated fair value of net tangible and intangible assets acquired was
recorded as goodwill and is attributable to the patient monitoring segment. Of the $96,327 of goodwill, $81,064 is
expected to be deductible for tax purposes. Other acquired intangibles will be amortized on a straight line basis based
on the estimated useful lives, except for a trademark which is deemed to have an infinite useful life. The estimated
amounts recognized on the acquired identifiable intangible assets and their respective lives are shown in the following
table.

Estimated Gross
Useful Carrying
Life Amount

Amortized intangible assets:
Tradename 9 years $ 8,900
Technology 5 7 years 14,900
In-Progress R&D N/A 6,600
Customer Relationships 12 years 29,900
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Total $ 60,300

Intangible assets with infinite life:
Trademark $ 600

Included in the acquired intangible assets, $6,600 was assigned to in-progress research and development assets that
were written off at the date of acquisition in accordance with FASB Interpretation No. 4, Applicability of FASB
Statement No. 2 to Business Combinations Accounted for by the Purchase Method. Those write-offs are included in
operating expenses.
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The following unaudited pro forma combined results of operations of the Company assume that the DPM acquisition
was completed as of the beginning of periods presented below.

For the Years Ended
December 31,
2007 2008
(Unaudited; Dollars in thousands, except per
share data)

Net revenue $ 451912 $ 597,056
Net income 64,082 113,800
Basic earnings per share 0.60 1.06
Diluted earnings per share 0.57 1.00

The unaudited pro forma supplemental information is based on estimates and assumptions, which the Company
believes are reasonable. The unaudited pro forma supplemental information prepared by management is not
necessarily indicative of the consolidated financial position or results of operations in future periods or the results that
actually would have been realized had the Company and DPM been a combined company during the specified
periods.

5. Acquisition of Minority Interest

On April 20, 2006, the Company acquired approximately 8.9% of the minority interest in Shenzhen Mindray in
exchange for 7,649,646 ordinary shares. After the acquisition, the Company owns approximately 99.99% of Shenzhen
Mindray. The results of Shenzhen Mindray s operations, attributable to the approximately 8.9% interest acquired have
been included in the Company s consolidated financial statements for the year ended on December 31, 2006.

The aggregate purchase price was determined to be $38,812, based on issuance of 7,649,646 ordinary shares valued at
$5.07 per share. The value of the ordinary shares issued by the Company was determined based on the fair value of
the ordinary shares on February 20, 2006, which is the date when the terms and conditions of the purchase were
agreed. The Company determined the fair value of such shares by means of weighing evenly the results of a
discounted cash flow analysis and the market approach (known as guideline company method) with the assistance of
an independent third party valuation expert. The discounted cash flow method derived by management considered the
Company s future business plan, specific business and financial risks, the stage of development of the Company s
operations and economic and competitive elements affecting the Company s business, industry and market. The
Company then allocated the resulting enterprise value between the ordinary and the convertible redeemable preferred
shares.
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The following table summarizes the fair values of the portion of the assets acquired and liabilities assumed at the date
of the minority interest acquisition.

As of

April 20, 2006
Current assets $ 4,774
Property, plant, and equipment 1,877
Other long-term assets 135
Intangible assets 22918
Goodwill 11,812
Total assets acquired 41,516
Current liabilities 2,704
Net assets acquired $ 38,812

During the year ended December 31, 2006, the full amount of in-progress research and development, which amounted
to $3,974, was being written off. In addition, customer relationship of $278 and contract backlogs of $8 were written
off in view that there were no alternative future use for the amount of assets.

6. Accounts Receivable

Movements in allowances for doubtful accounts were as follows:

December 31,

2007 2008
Balance at beginning of year $ 726 $ 1,105
Allowances made during the year 379 2,837
Balance at end of year $ 1,105 $ 3,942
7. Inventories
Inventories consisted of the following:

December 31,
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2007 2008
Raw materials $ 8,468 $ 22,298
Work-in-progress 9,696 12,965
Finished goods 6,652 22,203

$ 243816 $ 57,466

For the years ended December 31, 2007 and 2008, slow-moving and obsolete inventories (specific category) of $128
and $5,297, respectively, were written down to their respective net realizable value.
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8. Property, Plant and Equipment, net

Property, plant and equipment, net consisted of the following:

Buildings

Plant and machinery

Electronic equipment, furniture and fixtures
Motor vehicles

Total
Less: Accumulated depreciation
Construction in progress

Net book value

(Continued)
December 31,
2007 2008

$ 15,799 $ 63,234

11,003 27,524

18,877 32,753

1,574 1,696

47,253 125,207
(19,008) (33,087)

28,245 92,120

19,811 34,279

$ 48,056 $ 126,399

As of December 31, 2007 and 2008, property with net book value of $7,746 and $Nil, respectively was pledged to the

Group s bankers for available loan facilities.

Depreciation expenses were $4,829, $6,549 and $13,831 for the years ended December 31, 2006, 2007 and 2008,

respectively.
9. Intangible Assets, net

Intangible assets consisted of the following:

December 31, 2007
Gross Net

Carrying Accumulated Carrying

Amount Amortization Amount
Intangible assets with finite
lives:
Tradename $ $ $
Completed technology 5,749 1,437 4,312
Core technology 8,023 1,144 7,479

Customer relationship

Table of Contents

December 31, 2008
Gross Net

Carrying Accumulated Carrying
Amount Amortization Amount
$ 8900 $ 663 $ 8,237

20,149 5,332 14,817

11,941 3,203 8,738

29,872 1,661 28,211
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Total 14,372 2,581 $ 11,791 70,862 $ 10,859 $ 60,003

Intangible assets with infinite
life:
Trademark $ 6,119 $ 7,001

Amortization expense was $Nil, $2,581 and $8,008 for the years ended December 31, 2006, 2007 and 2008,
respectively. Estimated aggregate amortization expense for each of the next five years is as follows:

2009 $ 8,290

2010 7,632

2011 7,120

2012 7,120

2013 6,427
F-20
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10. Goodwill

Movements in goodwill during the year were as follows:

Patient In-Vitro Medical
Monitoring and
Life Diagnostic Imaging
Support Devices Products Systems Others Total
Balance as of January 1, 2007 $ 6,262 $ 4,571 $ 4,577 $ 244 $ 15,654
Foreign currency translation 438 320 320 16 1,094
Balance as of December 31, 2007 6,700 4,891 4,897 260 16,748
Goodwill acquired during the year 96,327 96,327
Foreign currency translation 464 338 339 18 1,159
Balance as of December 31, 2008 $ 103,491 $ 5229 $ 5,236 $ 278 $ 114,234

11. Bank Loans

On April 23, 2008, the Company, through its two foreign wholly-owned subsidiaries, entered into a $141,400 term
loan facility with the Bank of China (Hong Kong) Limited ( BOCHK ) to partially finance the acquisition of DPM
(Note 4). The term loan facility expires in November 2009. Bank deposits and an investment account with the
BOCHK in an aggregate amount of $146,574 (RMBI1.0 billion) were pledged as collateral. In addition, the facility is
personally guaranteed by the Company s chief executive officers and is insured by a $29,315 (RMB200.0 million) key
man life insurance policy on the Company s chairman and co-CEO. Interest is charged at LIBOR plus a margin of 1%
on the outstanding loan amount (2.92% at December 31, 2008). The loan repayments are due in three equal
installments in June, August, and November, 2009, respectively. The facility also has a restriction on dividend
payments by the Company s primary operating subsidiary, Shenzhen Mindray and certain customary restrictions and
financial covenants with which the Company complied with during the year 2008. The outstanding balance as of
December 31, 2008 was $141,900. In April 2009, the Company repaid $31,400 to BOCHK.

On June 16, 2008, the Company, through its two foreign wholly-owned subsidiaries, entered into a revolving working
capital facility for an amount of $25,000 to finance the working capital requirements of the Company. Interest on the
drawdown amount from the facility is charged at 1% per annum above 3-month LIBOR (2.47% at December 31,
2008). Bank deposits of $11,726 (RMB80.0 million) were pledged as collateral. In addition, the facility is personally
guaranteed by one of the Company s chief executive officers. The facility has certain customary restrictions and
financial covenants with which the Company must comply during the terms of the agreement. The outstanding
balance and unused facility as of December 31, 2008 was $15,100 and $10,000, respectively. Up to April 2009, the
Company repaid $10,000 of the drawdown amount. The facility expires in June 2009.

The weighted average interest rate for year 2008 was approximately 2.88%.
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12. Notes Payable

December 31,
2007 2008
Notes payable $ 8,700 $ 7,449

The Company has total available notes payable facilities of $68,544 and $87,944 with various banks, of which
$59,844 and $80,495 were unutilized as of December 31, 2007 and 2008, respectively. The funds borrowed under
these facilities are generally repayable within one year. The notes payable are non-interest bearing and do not have
any restrictions or covenants attached.
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13. Other Payables

Other payables consisted of the following:

December 31,

2007 2008

Accrued tender expenses $ 1,772 $ 1,090
Accrued construction cost 15,433
Accrued operating expenses 2,328 9,422
Accrued professional expenses 2,553 6,468
Advance subsidies 2,714 4,756
Guarantee deposits from distributors 1,833 3,831
Interest payable 1,364
Provision of sales incentives 1,022

Provision for warranty 1,804 3,067
Others 3,063 1,480

$ 17,089 $ 46911

14. Capital Structure

On June 15, 2006, the Company converted 1,099,872 convertible redeemable preferred shares, which were originally
issued in 2005 each with a par value of HK$0.001, to ordinary shares as a result of the settlement of the performance
adjustment that was specified in the agreement entered with four investment funds in 2005.

On September 26, 2006, the Company issued an additional 12,653,000 shares upon completion of its initial public

offering (the IPO ). Effective on the date of the IPO, the Company s authorized share capital consisted of two classes of
ordinary shares: 4,000,000,000 Class A ordinary shares 1,000,000,000 Class B ordinary shares. On the same date, the
Company converted the 8,975,105 convertible redeemable preferred shares to Class A ordinary shares. After the
completion of the IPO, the Company has 60,289,767 Class A ordinary shares and 45,437,910 Class B ordinary shares
issued and outstanding. As of December 31, 2008, the Company had in aggregate 75,301,093 and 32,362,610 Class A

and Class B ordinary shares issued and outstanding respectively. Holders of Class A and B ordinary shares have the

same dividend rights. Holders of Class A ordinary shares are entitled to one vote per share, while holders of Class B
ordinary shares are entitled to five votes per share.

The Company distributed dividends of $40,297, $15,942 and $19,267 to its shareholders during the year ended
December 31, 2006, 2007 and 2008, respectively.

Pursuant to the PRC laws and regulations, the Company s PRC subsidiaries are restricted in their ability to transfer a

portion of their net assets either in the form of dividends, loans or advances, which restricted portion amounted to
approximately $76,951 as of December 31, 2008. The amount is made up of the registered equity of the PRC
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subsidiaries and the statutory reserves disclosed in Note 21.

Besides, dividend payment by the Company s operating subsidiary, Shenzhen Mindary is restricted by the term loan
facility executed with the Bank of China (Hong Kong)Limited as disclosed in Note 11. As a result, the total restricted
net assets of Shenzhen Mindary were approximately $368,934 as of December 31, 2008 which is greater than 25% of
the Company s consolidated net assets. Pursuant to Regulation S-X under the United States Securities Act, the
financial statements of the Company are disclosed in Schedule 1.
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15. Share-based compensation plan

In February and September 2006, pursuant to the 2006 Employee Share Option Plan, the Company granted 7,033,000
and 3,208,300 options with an exercise price of $5.00 and $11.00, respectively. These options entitle the option holder
to acquire one ordinary share of the Company. These options expire eight years from the date of grant, and are subject
to graded vesting, with approximately 25% of the options vesting on January 31, 2007, 2008, 2009 and 2010,
respectively. In addition to the requirement that the employee be employed at the time of vesting, the vesting of each
option is subject to employees meeting individual performance targets based on evaluations of each individual
employee. Compensation expense is only recognized to the extent it is probable that performance targets are met.

In 2007, the Company granted 1,986,750, 189,300 options on January 23, 2007 and December 21, 2007 respectively,
with an exercise price of $24.01 and $40.20, respectively, pursuant to the same plan and are subject to graded vesting
with approximately 20% of the options vesting on January 31, 2008, 2009, 2010, 2011 and 2012, respectively. On
October 12, 2007, the Company granted 1,110,500 options with an exercise of $38.80 pursuant to the same plan and
are subject to graded vesting with approximately 20% of the options vesting on March 31, 2008, 2009, 2010, 2011 and
2012, respectively.

In 2008, the Company granted 44,000 options on May 7, 2008 with an exercise price of $35.31 pursuant to the same
plan and are subject to graded vesting with approximately 20% of the options vesting on January 31, 2009, 2010, 2011
and 2012 and June 30, 2013, respectively. On May 15, 2008, the Company granted 396,000 options with an exercise
price of $38.26 pursuant to the same plan and are subject to graded vesting with approximately 25% of the options
vesting on December 31, 2008, 2009, 2010 and 2011.

Management used the Black-Scholes option pricing model to estimate the fair value of the options on grant date with
the following weighted-average assumptions:

Year of Issue 2006 2007 , 2008
Risk-free interest rate 5.16% to 5.29% 4.55% t0 5.22% 4.41% to 4.53%
Expected life 5.25 years 4.23 to 6.56 years 4.32 to 6.58 years
Assumed volatility 33.1% to 33.2% 28.5% to 30.0% 28.6% to 28.7%
Expected dividends 3.00% 3.00% 2.10% to 2.20%
Fair value on grant date $1.35to0 $2.93 $7.11 to $10.68 $7.83 to $11.03

Assumed volatility is derived by referring to the average annualized standard deviation of the share price of listed
comparable companies. The expected term has been ascertained based on the vesting terms, contractual terms and the
option exercise history. The risk free interest rate is based on the yield to maturity of the PRC government bond as of
the grant date with maturity closest to the relevant option expiry date.
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A summary of option and nonvested shares under the Plan as of December 31, 2008 and changes in the year is
presented below:

Weighted Weighted
Average Weighted Average
Grant
Exercise Average Date
Price Remaining Fair Value
Contract

Options Shares $ Life $
Outstanding as of January 1, 2008 11,422,736 13.55 3.92 3.76
Granted in 2008 440,000 35.71 10.21
Exercised (819,224) 7.53 2.07
Forfeited (539,602) (17.99) (6.39)
Outstanding as of December 31, 2008 10,503,910 14.82 5.71 4.03
Exercisable as of December 31, 2008 3,605,851 10.25 5.49 2.78

The weighted-average grant-date fair value of options granted during the years 2006, 2007, and 2008 was $1.85,
$8.25, and $10.23, respectively.

The total intrinsic values of share options exercised in 2007 and 2008 were $45,336 and $23,030 respectively. There
were no options exercised in 2006. The total intrinsic value of exercisable share options was $33,029 as of
December 31, 2008. The total intrinsic value of the outstanding share options as of December 31, 2008 was $76,709,
respectively.

Cash received from option exercise under all share-based payment arrangements for the years ended December 31,
2006, 2007 and 2008 was $Nil, $9,076 and $6,165, respectively.

As of December 31, 2008, there was $25,712 of total unrecognized compensation cost related to non-vested share
options granted under the Plan, which will be recognized over a weighted average period of 2.36 years.

In September 2006, the Company granted 10,000 nonvested shares to a selected employee. The nonvested shares were
granted as bonus and to be vested totally in March 2007.

On October 12, 2007, the Company granted 11,250 nonvested shares to selected employees. The nonvested shares

were granted to selected employees and to be vested once a year over a period of 5 years, with 10% vesting in March
2008, 20% vesting in 2009, 2010 and 2011, and 30% vesting in 2012, respectively.

Table of Contents 216



Edgar Filing: Mindray Medical International LTD - Form 20-F

Further, the Company granted 24,500 nonvested shares to selected employees on December 21, 2007. The nonvested
shares were granted to selected employees and to be vested once a year over a period of 5 years, with 20% vesting in
January 2009, 2010, 2011, 2012 and 2013.

Further, the Company granted 4,500 nonvested shares to selected employees on May 15, 2008. The nonvested shares
were granted to selected employees and to be vested once a year over a period of 5 years, with 10% vesting in January
2009, 20% vesting in 2010, 2011, 2012 and 30% vesting in 2013.

A summary of the status of the Company s nonvested shares as of December 31, 2008 and changes in the year ended
December 31, 2008, is presented below:

Weighted
Average
Grant Date
Fair Value
Nonvested Shares Shares $
Nonvested as of January 1, 2008 35,750 39.76
Granted 4,500 35.31
Vested (1,125) 38.80
Forfeited (22,625) 39.85
Nonvested as of December 31, 2008 16,500 38.48
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The total fair value of shares vested during the year ended December 31, 2008 was $33. There were no nonvested
shares vested in 2006 and 2007.

As of December 31, 2008, there was $535 of total unrecognized compensation cost related to nonvested share-based
compensation arrangements granted under the Plan. That cost is expected to be recognized over a weighted average
period of 4.11 years.

The fair value of nonvested shares is determined by the market price at the date of grant.

No share based compensation costs were capitalized as inventory at December 31, 2006, 2007 and 2008 because the
amounts were not material.

16. Basic and Diluted Earnings per Share

The following is a computation of potential dilutive shares for the years:

Years Ended December 31,

2006 2007 2008
Numerator:
Net income $ 45,463 $ 78,043 $ 108,687
Numerator for calculation of basic and diluted earnings per
share $ 45,463 $ 78,043 $ 108,687
Denominator:
Weighted average number of ordinary shares for the
calculation of basic earnings per share $ 87,066,163 $ 106,328,347 $ 107,366,250
Effect of dilutive potential ordinary shares attributable to
share options and restricted shares 9,303,921 6,350,637 5,998,506
Weighted average number of ordinary shares for the
calculation of diluted earnings per share $ 96,370,084 $ 112,678,984 $ 113,364,756

Share options to purchase Nil shares, 1,207,484 shares and 1,589,450 shares of ordinary shares were outstanding
during the year ended December 31, 2006, 2007, and 2008, respectively, but not included in the computation of
diluted income per common share because their effect is anti-dilutive.

17. Other Income, net

Years Ended December 31,
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2006 2007 2008
Government subsidies $ 586 $ 717 $ 562
Income from investments 327 821
Service fee 2,721
Exchange gain 1,572 479
Others, net (157) 68 335
Other income $ 756 $ 2,357 $ 4918

Service fee received during the year ended December 31, 2008 represents a non-recurring manufacturing fee as
provided for in the transitional services agreement related to the DPM acquisition.
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18. Staff Retirement Plan
As stipulated under the rules and regulations in the PRC, the Company s subsidiaries are required to contribute certain
percentage of payroll costs of its employees to a state-managed retirement schemes operated by the local governments
for its employees in the PRC. After the contribution, the Company has no further obligation for actual payment of the
retirement benefits.
The cost of the Company s contributions to the staff retirement plans in the PRC amounted to $1,284, $2,002 and
$5,745 for the years ended December 31, 2006, 2007 and 2008, respectively. The contributions outside PRC
amounted to $Nil, $2 and $582 in 2006, 2007 and 2008, respectively.
19. Income Taxes
Income is subjected to taxation in various countries in which the Company and its subsidiaries operate. The

components of income (loss) before taxes are as follows:

Years Ended December 31,

2006 2007 2008
PRC 48,004 89,165 153,457
Other countries 1,293 2,921 (27,822)
Consolidated income before taxes 49,297 92,086 125,635

The components of income taxes are as follows:

Years Ended December 31,

2006 2007 2008
Current taxes $ 4,044 $ 14,014 $ 19,548
Deferred taxes (credit) charge (1,021) 29 (2,600)
Total income taxes expenses $ 3,023 $ 14,043 $ 16,948

The Company is a tax exempted company incorporated in the Cayman Islands and is not subject to taxation under the
current Cayman Islands law. Major subsidiaries operating in the PRC and overseas are subject to income taxes as
described below and the subsidiaries incorporated in the BVI are not subject to taxation.

The China Unified Corporate Income Tax Law (the New Law ) became effective on January 1, 2008. The New Law
established a single unified 25% income tax rate for most companies with some preferential income tax rates
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including 15% income tax rate to be applicable to qualified New and Hi-Tech Enterprises ( NHTE ). Shenzhen Mindray
has been designated as an NHTE in 2008 eligible to the preferential income tax rate of 15% tax rate.

In 2007, deferred tax balances were recognized under the then transition rule which means a gradual increase in rates
over the five-year transitional period, that is 18% at 2008, 20% at 2009, 22% at 2010, 24% at 2011 and 25% at 2012.
Such transitional impact had been reversed in 2008, with a resultant increase in its full year 2008 net income by $836.

Beijing Shen Mindray Bio-Medical Electronics Technology Research Co., Ltd. is entitled to a corporate income tax
exemption for three years from its first year of operations and 50% tax reduction for the fourth to sixth year. It has
also obtained the NHTE designation in 2008 and is entitled to the preferential income tax rate of 15% under the New
Law.

In general, PRC tax returns are subject to examination within 10 years for transfer pricing matters and 5 years for non
transfer pricing matters from the date the return is filed. Tax years of 2003 to 2007 are still subject to the examination

of the PRC tax authority.
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Mindray DS USA Inc. is a company incorporated in New Jersey, United States of America and is currently subject to
state tax at an average rate of 8%. Together with the federal tax at the rate of 35%, the effective tax rate of Mindray
DS USA Inc. is 40.2%. The Federal statute of limitations for the taxing authorities to assess the tax is generally three
years from the date the return is filed.

Artema Medical AR. is a company incorporated in Sweden. Corporate income tax is chargeable at the rate of 28% for
the year ended December 31, 2008. With effect from January 1, 2009, the tax rate is reduced to 26.3%. In general, the
statute of limitation for examination of tax returns in Sweden is 5 years from the date the return is filed.

Components of deferred tax assets and liabilities have been presented in the balance sheet as of December 31, 2007
and 2008 are as follows:

December 31,

2007 2008
Inventory written down $ 95 $ 237
Sales incentive and warranty accruals 508 675
Interest 1,712
Bad debt provision 519
Accrued compensation 610
Acquired intangible assets (3,496) (763)
Depreciation 43 1,834
Government subsidies 484
Tax loss carry forwards 173 470
Valuation allowance (106) (4,702)
Total $ (2,783) $ 1,076
The valuation allowance is recorded in relation to a loss-making subsidiary.
Deferred tax assets are analyzed as:
Current $ 603 $ 1,812
Non-current 110 3,037

$ 713 $ 4,849
Deferred tax liabilities are analyzed as:

Current
Non-current (3,496) (3,773)
Total $ (2,783) $ 1,076
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As of December 31, 2008, the Company had available United States federal net operating loss carryforwards of
approximately $500, which will expire in 2026 to 2028 if not utilized.

December 31,
2007 2008
Movements in valuation allowance during the year were:
At beginning of year $ $ 106
Current year additions 106 4,596
At end of year $ 106 $ 4,702
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Reconciliation of income tax expense to the amount computed by applying the current tax rate to the income before
income taxes in the consolidated statements of operations is as follows:

Years Ended December 31,

2006 2007 2008
Income before income taxes $ 49,297 $ 92,086 $ 125,635
PRC enterprise income tax rate 15% 15% 15%
Income tax at PRC enterprise income tax rate on income before
income taxes 7,395 13,813 18,845
Effect of net income for which no income tax benefit/expense is
receivable/payable 285 128 1,809
Effect of foreign income tax rate (2,261)
Change in PRC income tax rate 780 (836)
Employee share-based compensation 491 1,157 1,308
Non-taxable VAT refund (15) (3,272)
Additional deduction on R&D expenses (1,204) (1,695) (3,320)
(Over) under provision of income tax expenses in prior years (246) 79
Valuation allowance 106 4,596
Effect of tax holidays and tax concessions (3,929)
Total income taxes expense $ 3,023 $ 14,043 $ 16,948

The additional tax that would otherwise have been payable without tax holidays and tax concessions amounted to
approximately $3,929 in 2006 and $Nil in 2007 and 2008, respectively, representing a reduction in basic earnings per
share of $0.05 in 2006 and $Nil in 2007 and 2008, or a reduction in diluted earnings per share of $0.04 in 2006 and
$Nil in 2007 and 2008.

The Company adopted the provisions of FIN48 effective January 1, 2007. The adoption of FIN48 did not have any
impact on our total liabilities of shareholders equity. There is no material unrecognized tax benefit noted during the
year ended December 31, 2008. The Company does not anticipate any significant increases or decreases to its liability

for unrecognized tax benefits within the next 12 months.

The Company classifies interest and or penalties related to income tax matters in income tax expense. As of
December 31, 2008, the amount of interest and penalties related to uncertain tax positions is immaterial.

20. Commitments and Contingencies
(a) Lease commitments

Rental expenses under operating leases were $920, $1,827 and $5,186 in 2006, 2007 and 2008, respectively.
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The minimum rentals under operating leases are as follows:

Year Ending December 31,

2009 $ 4,007
2010 3,015
2011 2,888
2012 2,663
2013 2,621
2014 and thereafter 10,606

$ 25,800

(b) Capital commitments

As of December 31, 2008, the Company had outstanding capital commitments for property, plant and equipment
totaling $29,241.

(c) Contingencies

The Company is subject to claims and legal proceedings that arise in the ordinary course of its business operations.
Each of these matters is subject to various uncertainties, and it is possible that some of these matters may be decided
unfavorably to the Company. The Company does not believe that any of these matters will have a material adverse
affect on its business, assets or operations.

The Company issues indemnifications and warranties in certain instances in the ordinary course of business with its
customers. Historically, costs incurred to settle claims related to these indemnifications and warranties have not been
material to the Company s financial position, results of operations or cash flows. The fair value of the indemnifications
and warranties that the Company issued during 2006, 2007 and 2008 were not material to the Company s financial
position, results of operations or cash flows.

21. Distribution of Profits

As stipulated by the relevant PRC laws and regulations applicable to the Company s subsidiaries in the PRC, the
Company is required to make appropriations from net income as determined in accordance with accounting principles
and the relevant financial regulations applicable to PRC enterprise ( PRC GAAP ) to non-distributable reserves (also
referred to as  statutory common reserves ) which included a statutory surplus reserve and a statutory welfare reserve as
of December 31, 2005. Based on newly revised PRC Company law which took effect on January 1, 2006, the PRC
subsidiaries are no longer required to make appropriations to the statutory welfare reserve but appropriation to the
statutory surplus reserve are still required to be made at not less than 10% of the profit after tax as determined under
PRC GAAP. The appropriations to statutory surplus reserve are required until the balance reaches 50% of the
subsidiaries registered capital.
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The statutory surplus reserve is used to offset future extraordinary losses. The subsidiaries may, upon a resolution
passed by the shareholders, convert the statutory surplus reserve into capital. The statutory welfare reserve was used
for the collective welfare of the employees of subsidiaries. These reserves represent appropriations of retained
earnings determined according to PRC law and may not be distributed. There were no appropriations to reserves by
the Company other than the Company s subsidiaries in the PRC during any of the periods presented. However, as a
result of these laws, approximately $25,650 is not available for distribution as of December 31, 2008.
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22. Segment Reporting

The Company has three reportable segments based on its major product groups: patient monitoring and life support
products, in-vitro diagnostic products and medical imaging systems. Each reportable segment derives its revenues
from the sale of their product, which is the responsibility of a member of the senior management of the Company who
has knowledge of product and service specific operational risks and opportunities. The Company s chief operating
decision makers have been identified as the two chief executive officers, who review the consolidated results when
making decisions about allocating resources and assessing performance of the Company.

The Company has combined two operating segments, namely the biochemistry analyzers and hematology analyzers,
to arrive at the in-vitro diagnostic products reporting segment. These operating segments exhibit similar long-term
financial performance and economic characteristics and are also similar in nature of the products, production
processes, the type of customers and distribution methods.

The principal measurement differences between this financial information and the consolidated financial statements
are described below. The Company does not allocate operating expenses to individual reporting segments when
making decisions about resources to be allocated to the segment and assessing its performance. All revenues are
attributed to sales to external parties.

For the years ended December 31,

Patient
Monitoring
and In-Vitro Medical
Life Support Diagnostic Imaging
2008 Devices Products Systems Others Total
Net revenues $ 243,890 $ 137,270 $ 138,973 $ 27,394 $ 547,527
Cost of revenues (117,044) (61,119) (48,133) (24,277) (250,573)
Gross profit $ 126,846 $ 76,151 $ 90,840 $ 3,117 $ 296,954
Patient In-Vitro Medical
Monitoring Diagnostic Imaging
2007 Devices Products Systems Others Total
Net revenues $ 106,553 $ 91,767 $ 91,522 $ 4,454 $ 294,296
Cost of revenues (44,243) (44,299) (36,181) (8,045) (132,768)
Gross profit (loss) $ 62,310 $ 47468 $ 55,341 $ (3,591) $ 161,528
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Patient In-Vitro Medical
Monitoring Diagnostic Imaging
2006 Devices Products Systems Others Total
Net revenues $ 76,351 $ 55,705 $ 55,719 $ 2,599 $ 190,374
Cost of revenues (31,683) (25,223) (24,940) (4,544) (86,390)
Gross profit (loss) $ 44,668 $ 30,482 $ 30,779 $ (1,945) $ 103,984

Net revenues did not previously include shipping and handling fees charged to customers and VAT refund for
segment reporting. The measures of net revenues include such shipping and handling fees and VAT refund for the
years ended December 31, 2006, 2007 and 2008.

Cost of revenues did not previously include shipping and handling fees from operating expenses and depreciation and
amortization for fair value adjustment in property, plant and equipment and intangible assets. The measures of cost of

revenues include such shipping and handling fees and depreciation and amortization for the years ended December 31,
2006, 2007 and 2008.
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The 2006 and 2007 reported segment information has been restrospectively adjusted in order to conform to the change
in measurement of segment profit or loss in 2008. The current presentation better facilitates the review of segment
results by the Company s chief operating decision makers.
Geographic disclosures
The Company s revenue by geography are based on country of customer destination. The net revenue attributable by

country of domicile, the United States of America and other countries are as follows:

Years Ended December 31,

2006 2007 2008
Net Sales:
PRC $ 97,937 $ 145,493 $ 234,454
United States 12,442 17,639 89,746
Other countries 79,995 131,164 223,327
Total consolidated net revenues $ 190,374 $ 294,296 $ 547,527

Long-lived assets by geographic areas are as follows:

Years Ended December

31,
2007 2008
Long-lived Assets PRC $ 351,550 $ 503,131
United States 3,759 237,976
Other countries 91,405 44,055
Total consolidated assets $ 446,714 $ 785,162

Major customers

There are no single customers who contributed for 10% or more of the Company s net revenues for the years ended
December 31, 2006, 2007 and 2008.

23. Subsequent Events

On March 2, 2009, the Company s board of directors declared a cash dividend on its ordinary shares of $0.20 per share
and is payable on or around April 24, 2009 to shareholders of record as of March 25, 2009.
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On March 11, 2009, the Company s board of directors authorized an option exchange program for certain options
granted under the Mindray Medical International Limited Share Incentive Plan. Under the terms of the exchange,
participants will be able to tender vested and unvested outstanding options to purchase Class A ordinary shares of the
Company which have an exercise price greater than $24.00 per share in exchange for a lower number of newly
granted options. The exercise price of the new options will be the closing price of Mindray ordinary shares on the
New York Stock Exchange on the exchange date. The offer expired on March 15, 2009 and the replacement options
were granted on March 16, 2009. The option exchange has resulted in an increase in the fair value of the options
granted under the plan by $2.3 million, which would be charged to the consolidated statement of operations over the
remaining vesting periods of the respective share options.
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CONDENSED STATEMENTS OF OPERATIONS
(Dollars in thousands, except for share and per share data)

Net revenues

Cost of revenues

Operating expenses:

General and administrative expenses

Loss from operations

Other income, net

Interest income

Loss before income taxes and equity earnings of
subsidiaries

Provision for income taxes

Equity in earnings of subsidiaries

Net income

Basic earnings per share

Diluted earnings per share

Share used in computation of:
Basic earnings per share

Diluted earnings per share

Years Ended December 31,

2006

(4,467)
(4,467)

49

3,073

(1,345)

46,808

$ 45463

$ 0.52

$ 0.47

87,066,163

96,370,084
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2007

(9,970)
(9,970)
1,649
5,531
(2,790)
80,833
$ 78,043

$ 0.73

$ 0.69

106,328,347

112,678,984

2008

(12,566)
(12,566)
496
1,108
(10,962)
119,649
$ 108,687

$ 1.01

$ 0.96

107,366,250

113,364,756
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CONDENSED BALANCE SHEETS
(Dollar in thousands, except for share)

As of December 31,
2007 2008
ASSETS:
Current assets:
Cash and cash equivalents $ 88,352 $ 15,387
Short-term investments 91 91
Loans to subsidiaries/affiliates 95,989 173,377
Other receivables 2,707 530
Prepayments 253 206
Total current assets 187,392 189,591
Investment in subsidiaries 170,447 276,165
$ 357,839 $ 465,756

LIABILITIES AND SHAREHOLDERS EQUITY
Current liabilities:

Other payables $ 3253 $ 6,863

Shareholders equity:

Ordinary shares (HK$0.001 par value, 5,000,000,000 shares authorized, 106,844,479

for 2007, and 107,663,703 for 2008 issued and outstanding) 13 14

Additional paid-in capital 260,107 274,993

Retained earnings 94,466 183,886

Total shareholders equity 354,586 458,893

Total liabilities and shareholders equity $ 357,839 $ 465,756
F-33
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CONDENSED STATEMENTS OF SHAREHOLDERS EQUITY
AND COMPREHENSIVE INCOME
(Dollars in thousands, except for share and per share data)

Accumulated
Ordinary Additional Other
Share Capital Paid-in Retained Comprehensive Comprehensive

Number Capital Earnings Income Total Income
As of January 1, 2006 75,350,054 $ 9 § 5344 § 27,199 $ 1,098 $ 33,650
Net income 45,463 45,463 45,463
Dividends paid (US$0.20
per share) (17,027) (17,027)
Dividends paid (US$0.25
per share) (23,270) (23,270)

Conversion of convertible

redeemable preferred share

to ordinary shares 10,074,977 1 40,677 40,678
Issuance of ordinary shares

for acquisition of minority

interests 7,649,646 1 38,811 38,812

Issuance of ordinary shares 12,653,000 2 155,359 155,361

Share-based compensation 3,130 3,130

Currency translation

adjustments 2,917 2,917 2,917
As of December 31, 2006 105,727,677 13 243,321 32,365 4,015 279,714

Total comprehensive

income for the year ended

December 31, 2006 48,380
Net income 78,043 78,043 78,043
Dividends paid (US$0.15

per share) (15,942) (15,942)

Issuance of ordinary shares

in relation to exercise of

options 1,116,802 9,076 9,076

Share-based compensation 7,710 7,710

Currency translation

adjustments 15,421 15,421 15,421
As of December 31, 2007 106,844,479 13 260,107 94,466 19,436 374,022

Total comprehensive

income for the year ended

December 31, 2007 93,464
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Net income

Dividends paid (US$0.18
per share)

Issuance of ordinary shares
in relation to exercise of
options

Share-based compensation
Currency translation
adjustments

As of December 31, 2008
Total comprehensive

income for the year ended
December 31, 2008
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819,224 1 6,165
8,721

108,687 108,687

(19,267) (19,267)
6,166
8,721

19,763 19,763

107,663,703 $ 14 $ 274993 $ 183,886 $ 39,199 $ 498,092
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$

108,687

19,763

128,450
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SCHEDULE 1-CONDENSED FINANCIAL INFORMATION OF REGISTRANT

CONDENSED STATEMENTS OF CASH FLOWS
(Dollars in thousands)

Years Ended December 31,

2006
Net cash generated from (used in) operating activities $ 24,161
Net cash used in investing activities (28)
Net cash provided by (used in) financing activities 115,422
Net increase in cash and cash equivalents 139,555
Cash and cash equivalents at beginning of year 28,189
Cash and cash equivalents at end of year $ 167,744
Non-cash investing activity:
Issuance of ordinary shares in exchange for minority interests of
Shenzhen Mindray $ 38,3811
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2007 2008

$ (72,464) $ (59.864)

(63)
(6,865) (13,101)
(79,392) (72,965)
167,744 88,352

$ 88352 $ 15,387
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